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Unitkd States Industkul Commission, 

]Vashm(itmi, 1). O ., March 1, 1900. 

Sir: In pursuance of an act of Congress approved June 18, 18!)8, 
1 have the honor to transmit to you tlie Preliminary Report of the 
Industrial Corninission, with accompanying documents. 

1 have the honor to transmit also a compilation of the laws of the 
United States and of the States and Territories affecting large indus¬ 
trial combinations, and the decisions under them, which has been 
prepared under the supervision of the Industrial Commission. 

Respectfully, 


Jambs H. Kyle, 

Cliainrmn. 


The Si’KAKER or the House of Rei-reskntatives. 
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PEELIMINAEY EEPOET OF THE IlfDUSTEIAL 
COMMISSION. 


To the Senate and Home of Repremiiathm, Fifty-sixth Corujress; 

'I'hc act of June 18,1898, creating the Industrial Commission, author¬ 
izes it to ‘‘report from time to time to the Congress of the United 
Stattvs.” As the subject of “Trusts,” or Industrial Combinations, 
soeniod to be one upon which there was pressing demand for trust- 
woithy information, your Commission gave it early attention. 
Although we have examined sixty-two witnesses on trust topics, whoso 
testimony is herewith submitted, our inquiry has been limited to eleven 
of the more pi'ominetit, but typical, combinations. This leaves quite 
a largo field for further investigation, but the urgent demand for 
informatioTi leads us to submit what wo have in hand at this time. As 
a result of our investigation of industrial combinations thus far, your 
Commission arc of opinion that cerbiin evils in connection with them 
should be cheeked by appropriate legislation. Experience proves 
that industrial combinations have become fixtures in our business life. 
Their power for evil should be destroyed and their means for good 
preserved. As a result of further investigation on our part, or of 
further development on the part of the combinations, it may be pos¬ 
sible later to propose additional measures for relief without running 
the risk of increasing the evils. At present we propose the following, 
which, if severally adopted by the States, or so far as possible by the 
Federal Government, we are confident will be of great service and will 
not endanger business prosperity. 

To prevent the organizers of corporations or industrial combinations 
from deceiving investors and the public, either through suppression 
of material facts or by making misleading statements, your Commis¬ 
sion recommend: 

{a) That the promoters and organizers of corporations or industrial 
combinations which look to the public to purchase or deal in their 
stocks or securities should be required to furnish full details regarding 
the organization, the property or services for which stocks or securi¬ 
ties are to be issued, fimount and kind of same, and all other materia] 
information necessary for safe and intelligent investment; 



6 PRELIMINARY REPORT OP THE INDUSTRIAL COMMISSION. 


{h) That any pro.spectus or iiiinouncempnt of iiiiy kind .soliciting tsuh- 
scriptions, which fails to make full disclo.surcs as aforesaid, or wliich 
is false, .should bo doomed frauduh'nt, and the promoters, with their 
associates, hold legally re.sponsihle; 

{<:) That the nature of the business of the corporation or industrial 
combination, all powers g'ranted to directors and officers thereof, and 
ail limitations upon tln'in or upon the rights or powers of the mem¬ 
bers, .should be reiiuired to be expre.s.sed in the certilicato of incorpo¬ 
ration, which instrument .should be ojicn to inspection bj^iny investor. 

The affairs of a corporation or industrial combination .should he 
carried on, without detriment to the public, in the intere.stof its mem- 
beTs, and under their hurful control. 'I’o this end the directors or 
trustees should be required: 

{(/) To report to the meml)ers thereof its tinaneial condition in rea- 
sonal)lc detail, I’crltied tiy a competent auditor, at h'ast once eaeh year; 

(J) To inform memiters regarding the method and eonduet of Imsi- 
ness by granting them, under proper restrictions, aece.ss to records of 
directors’ meetings, or otherwise; 

(c) To provide for the use of members, before the annual meetings, 
lists of members, with their addrcs.ses and their several holdings; and 

(d) To provide, in whatet'er other ivays may be named in the cer¬ 
tificate of incorporation, means whereby tlie members may prevent 
the misuse of their property by directors or trustees. 

The lai’gor corporations—the so-called trusts—should be required 
to publish annually a properly audited report, showing in reasonable 
detail their a.sscts and liabilities, with profit or lo.ss; such I’eport and 
audit under oath to bo subject to (Jovernment inspoetion. The 
purpose of such publicity is to encourage, competition when profits 
become excessive, thus protecting consumers against too high prices 
and to guard the interests of employees by a knowledge of the linan- 
cial condition of the busine.ss in which they are employed. 

From the testimony given before the Commission, and hereivith sub¬ 
mitted, it has been proved that, before the passage of the Interstate 
Commerce Act, discriminating freight rates were freipiently secured 
by large shippers. Other evidence herewith submitted, to be, supiile- 
mented by additional testimonj' which will be laid before the Congress 
shortly, seems to show that like di.seriminating favors are even now 
granted. Believing that those discriminations clearly tend toward the 
control of business by large combinations, your Commission further 
recommend; 

(«) That the Interstate Commerce Commi.ssion bo given authority, 
not only to prescribe the methods of keeping accounts of the railroads 
and to demand reports in such detail as it. may require, but also to 
inspect and audit said accounts; 
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(5) That the lutor.state Commerce Law la' so amended as to make 
the'dccisions of the Commission operative at a day ti.ved in the deci¬ 
sions and until reversed l)v the United States courts, on appeal; 

(e) That the Interstate Commcrec Commission he authorized to pre¬ 
scribe classilieations of frcijiht artii'les, and to mak(' rules and regula¬ 
tions for freight transportation, throughout the United States; atid 
{<1) T'hat penalties for violations of the Inh'rstate Commerce Act 
should he appropriate tines agaiiist the <'arricr, and not imprisonment 
of oflicials. 

Jamf.s U. Kyle, C '/ mirmav . 

Boies I’enhose. 

.1, J. (lARDNER (as to trusts). 

Lokimer. 

L. F. Iavlngston. 

tlNO. C. Bell. 

Tiieo. Ot.ien. 

Lee ISIantle. 

A. L. IIakkls. 

Kr.LisoN A. Smyth. 

.John M. Fauquhau. 

Kuoene D. Concek. 

'I'hos. \V. Phillips. 

C, .1. Haruls. 

M. 1). Hatchford. 

John L. Kennedy. 

t Ai.bert Clarke. 

* 1 concur in the recommendations of the commission on industrial 
combinations, hut withhold my judgment on transportation corpora¬ 
tions until testimony now being compiled by commission is .submitted 
to Congress, with rciaimmeiKlations. 

Wm. Lorimfr. 

11 concur in all except paragraph marked (J), page 7. It .seems to 
me better that ratc.s lixed by Interstate Commerce Commission should 
not go into effect in case of appeal until attirnu'd bj’ court, and that 
trial on appeal should bo expedited. 


Albert Clarke. 




TIEVIEW OF EVIDENCE 


INTRODUCTION. 

Tlie IiiiliiHtrial Commis-Miou lias taken a mass of evidence reftanling indu.strial corn- 
liinatioiin—facta regarding tlieir organization and nietliods of work, oi>inions from all 
point.s of view regarding their effecta, good and evil, upon hiisineas and aoeiety, and 
suggcationa regarding legialation. 

Aa, in the tirat inatance, the most important task was to learn the facts regarding 
them, most of the witness(« snmmoneil were either persona connected with the com¬ 
binations—hence tho.se inclined to see their favorable side—or tluar rivals, who were 
naturally led to «;e and s]ieak of their (!vil aspects. An inevitable result has been 
that tlie evidence, even on cpiestiona of fact, has often been contradictory, and in some 
instances it has been impossible from tire testimcjny so far taken to roacli any i>nsitive 
conclusion. On the whole, however, a careful weighing of the eviilence will lead to 
some conclusions regarding the nature of industrial combinations and their effects 
which seem fairly well justified. It .should he ke|)t (dearly in mind through all the 
discussions that great (aipilal or a great combination of capital has no necessary 
relation to monopoly, though it seems to he esiahli.shed that a virtual monopoly may 
at time.s he sraairc'd through the inlluem^e that comes merely from great capital.' 

COMPETITION THE CHIEF CAUSE. 

Among the causes wdiich have led to the formation of industrial combinations, 
mo.st of the w itnessea were of the opinion that competition, so vigorous that profits of 
nearly all competing estahlishments wcire ihistroyed, is to Ire given first place. Even 
Mr. Itavemeyer said tliis, though, as he believed that in many raisra the competition 
was tirought about by the fact that the too high protective tariff had tempted many 
rivals into the field, he named the customs tariff law a.s the primal cause.” Many of 
the witnes.sca say that their organization was formed to make economies, to lessen 
competition and to get higher profits—another way of saying that comimtition is the 
cause without conceding that the separate plants were forced to combine." One or 
two witnesses simirly mention tire higher profits wanted or some like ambition, as 
when Chairman Gates asserts that the American Sttrel and tVire Company was 
formed becaust! its organizers “ wished to be the wire manufacturers of the world.” * 

The methods by which the combinations hope to effect savings so as to keep new 
competitors from coming into the field will be mentioned under the advantages of 
(Xtmbination, but it may be noted that they usually assert that they expect the 
increased profits to come from savings and le.s«uied cost of production, and not from 
higher prictis. 

* Arclibold, p. 569; HaveDKjyer, p. 118. 

“Reid, p. 866; Havemeyer, p. 109; Clarke, pp. 168,169 Luyties,265; Thurber, p.2I; Atkins, p. 811. 

“Dodd, p.1069; Qrlfflths, p.903. 

“Page 1038. 
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THE EOR.M OF ORGANIZATION. 

While tlio form of orjraniziition of the industniil eonilanalioii.s is not of so great 
importaiK^e, perliafis, us tlieir effects njion orii'es and wag<'H and sociefy at large, it is 
nevertheless of consc(]iK*n<-e to s(‘e what legal form lias been taken by lliose that from 
th<^ point of view of llnar nianagei's are! most siU’C(‘ssful, esitecially if an effort is to 
be made to legislate regarding Ihem. 

T)u‘form of organization that has given tliem their naim^ “(rnsts” was tin; one 
started by (he Standard (”*il Trust in 1882, afterwards followed l>y (he Whisky com¬ 
bination—tlie Distillers ainl Cattle Keedem’ Trust—and by the S^igar Trust—the 
American Sugar Iteliueries fVnnpauy. The plan of that organization was as follows: 
The stockholders of tin* different corporations entering the combination assigneil their 
stock in trust to a board of trustees without the powm* of revocation. Tliat lioard 
of trustees then held the voting pow(‘r of tlie stocks of the different companies, 
and was thus enaliled, tliroiigii llu- eleelioii of directors, to control them absolutely. 
In place of tin* stock thus received the trustees issued trust certificates u])on which 
the former holilers of the stock drew thi'ir dividimds, these heing jiaid ujxui the 
eertilitates reganlle.^sof what disposition was madeof theplantsof fin*different eorpo- 
rations. Owing largely to hostile l<*gislafion and to the hitter fec'lingagainst (he (rusts 
above name<l, these trusts, after some adviTsi* decisions of the (•(»urt.'^, w<*nt out of 
existence, reorganizing as single corporations in most eases, and none at the [iresent 
time remain. 

A somewhat similar f<»rm of organization, however—the voting trust—is found at 
times. Tn this form of trust the liolders of at least a majority of stock of a single 
corpiaation put their stock into the hands of trustees for the jmrpose of voting it, 
retaining for themselves all tin- [>rivileg<*s of drawing dividends and making fransf(‘rs. 
Snell a voting trust lias been fonm^d, it is claime*!, in tlie ease of tlie Dure Oil ('om- 
pany—an organiziition of the independent oil interests—for the sjike of (U'oteeting a 
majority of the stock against jaireliase hy tin* Standard Oil Company. Tlie Standard 
had liought large blocks of stock before in another independent company witli the 
probable purpose of securing eontroL It will be observed that (lie purpose of siieh a 
trust is not to unite various eorjiorations under om* niaiiagement, hut toseeuri* in per¬ 
petuity an agreed-uiton jioliey without <langer of interf(‘r(‘iu'e. through sales of indi¬ 
vidual shareholders.' Some profe.ws to lind danger in this form of voting trust, while 
others think it decidedly beneficial. It is, however, true that this form of trust may 
put the direction of a company into the luinds of a eonipai'atively few members, the 
trustees, who are in this way able to manage the affairs of the company ami to secure 
it a permanent policy (whatever later wislu's of stockholders may lie) such as could 
not be secured under the ordinary corporate management with so great certainty.'^ 
At any rate, as a form of corporate combination for (he sake of securing monopo- 
listic control, the voting trust lioes not seem to he now in vogue. 

The form of organization that seems most conuiiou at tlie present (ime is tliat d 
the single large corporation, Avhich owns outright the different plants. A combina¬ 
tion of tills kind is formed liy the purchase of all of the ifiants of tlie different cor¬ 
porations or individuals wlio enter into it, the corjioration.s then dissolving a.s si'jiarate 
corporations. Often payments for the plants are mmle largely in stock of the new 
corporation, so that many of the former owners maintain their interest in tlu; huai- 
nesa. The affairs are then managed entirely by the stockholders of the one corpora¬ 
tion through their board of directors, elected in the ordinary way. It is usual for 
these larger corporations ),o choose a very liberal form of oharhw. * 

A third form of organization, which is in many particulars fpiite like the original 
trust form, is that which has been taken by the Federal Steel Company, hy theDis- 

' Phillips, pp. .-isi-riiw; Tii.yle, I.p. lin-iwi; Arclihold. pp. Enwry, pj.. fj.')?, (i.'iK. 

2Dos Passos, p. 1174; Myers, p. 1131. 
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tilling (loiiipiiny of Aincriea, arnl others. In this form tlie eeniriil company, instead 
of )(nrehaHing the |>lanfs of the different corjiorations which it is i)ro]>o.seil to unite, 
.simtily buys a majority of the stock, or piwsihly the entire stock of each one of the 
corporations. The seiiarate corporations ke(‘p in seiiarate eorixirate e.\ist<>nce, hnt a 
majority of tliestock heingheldhy theone larger corporation, its otricers, of (sinrse, elect 
the hoard.s of directors of all of tln^ separate coriiorations, and in this way hold nlti- 
mately luimpletc! (ontrol. It is usually true that the separate corporations manage 
their own affairs practiadly indei>endently, although they are furnished information 
regarding the workings of the other establishments in tin; comliination tlirougli tlie 
central ollicers, and are doubtless largely directed in their ])olicy in this way.' 

[n the case of the Standard Oil Company, when the original trust wa-s <li.ssolved, there 
were issinsl to the holders t)f trust lawtilicates proi)ortional amonnls of stocks of each 
of the constituent companies, and since the tnistees themselves had helil a majority 
of the certilicates, they retained as indiviilnals a majority of the stock in each one of 
the companie.s that had formerly been in the trust. The se|)arate corporations were 
named as separate coriiorations, but the majority of the stock of all being held in the 
same harnls, the dh'etdors of the different conitiani(‘s weri' largely the same men, and 
their affairs were managed in nni.son in snhstanfially the same way as had been th(‘ 
case liefoie. The new Standard (III (hmpany of New .Ji'rsey has recently been formed 
with the intention of transferring the .stocks of the different corporations into the 
.stork of the new eojiipany, .so that when the tran.sfer has been tinally made, one single 
<’orporation, the Standard Oil Company of New .lersey, will own ontright the prop¬ 
erty m.w owned l)v the sejiarate eomiianies whieli are (anmnonly known and men¬ 
tioned together under the name of the Standard Oil Company. Tliis eombinalion 
at present Inis no formal nnily. 11 has a practical unity as great as it will tiave i>rcili- 
ably after llie eonii>lele eliange into the New .lersey company is effected.' 

As most of tin' largin’ corporations iiave, wilhin tlie last few year.s, iieen organized 
in New .lersey, it will lie wortli wliile to note tlie special advantages given iiy tiui 
corporation laws of tliat State." Tin’ advanlages lliat seem to In- In-onght oiil most 
eleai'ly are: 

First, laxatiori. Tlie organization tax is eonsidorahly lower tliaii tliat of most of 
the States, wliile tlie aniinal tax is fixed upon lire amount of capital jiaid in, so tlnit 
it is an alisointely certain ipiantity and can be determined liy anyone, tlins leaving 
no opportunity for corruption on the jiart of eitiier tlie eor])oration itself or of State 
oilicials. Tile rate of tlie tax is moderate, and deerease.s as flic amount of ea[iital 
increases. 

Second. Perhap.s a greati'i- ad\antage i.s to lie found in tlie litx’ral form of the New 
Jersey ctiarter. Tire ainonnt of cafiital is unlimited, file period of organization is 
unlimited, tlie amount of indelitedness is not limited, the jiowers tliat are gi-anted 
to eor]ioratioiis are also practically iiiiliniited, with tire exception tliat an ordinary 
business eorporalion is forliiddim to engage in lianking. Tlie Federal Steel Company 
would liave found it impossible to organize for the purpose of engaging in tlie vari¬ 
ous enter[inses whieli it iias undertaken had it incorporated in the State of Illinois 
or of Pennsylvania." Ttie same tiling liolds also witli reference to tlie American 
Steel and Wire Conipany." 

Tliird. Tliere is le.ss liability on tlie part of the stocktiolders tlian in several other 
States.® 

I'onrtli. Tlio directors liave also less liability. In case of issuance of stock tor prop¬ 
erty tire judgment of tin* directors is coneln.sive ins to tlie value of tlie property taken, 

1 Strl-soii, i>.'J70: Gary, iip. 9a5, ua,5; Kice, p. S37: Brudlcy,pp,8I4,82I. 

'.Irehbold, p. 57I,tl7D: Ungers, p. .ys:3,587; lliKtd, p. 799. 

pp. K181, KISIJ; (iiiry, p. 9911; I’lim, pp. 1035-1087; Stetanll, pp. 971, 97.5, 

1 Stetson, p. 971 ; Gary, p. 996. 

‘ Pum, pp, 10:1.5,1037. 

"Stetson, p. 97.5. 
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unless there is evidence of fraud. Stock issued tlius for property is considered fully 
paid up, and the stockholdera can not he held further liable in case the pro}>erty 
proves to have been taken at less than its cash value. The <lirectors are not person- 
’ 'ally liable for the debts of the corporation if they fail to tile reports or to conform 
■with certain other rtHjuirements. 

On the other hand, some of the witnesses, notably Mr. Dill, called attention to the 
somewliat rigid provisions of the New .Jersey corporation law regarding the making 
of reports and the keeping of a registered olfice in the State, where could be learned 
the leading facts regarding the coriwration. It is tlie purpose of the registration 
companies, which act as representatives of most of the large cori«)ratit>ns organized in 
the State, to secure the tiling of the annual reports and to have the stock and transfer 
books of the corporation always kept up to date and accessible to stockholdera who 
may wish to find out who their fellow-stockholders are and the extent of their hold¬ 
ings. It was, however, brought out in the evidence that tlie.se provisions with refer¬ 
ence to registration offices are not fidly carrieil out in practice hy the attorneys and 
othera who act as agents usually of the smaller corporations, while tliere are viola¬ 
tions of the law probably in the case of a large majority of the small corporations as 
regards the tiling of the annual reports.' 

The laws of Delaware and West Virginia were also exjilained at considerable 
length. They are even more liberal in some parlicnlar.s, es)iecially as ngarils tax¬ 
ation, than those of New .lersey. Neither of these .'-ttates reipiires that shari'holders’ 
meetings be held w'ithin the .'''tale, while West Virginia does not even reipiire a )icr- 
manent otlice to Ire kept in the State, although it does insist upon the payment of an 
annual fee, and limits the ca])italizalion to i!'.'),0lX),lXKI.'' 

0 VERCA I’l T A LI Z.\T JON. 

liE.NEIi.M, .ST.\TKHF..S'TS REO.VUIlINO THE EVH.. 

During the past few years the total capitalization of the new industrial comliina- 
tions has reached an enormous sum, well into the billions, and in maiiy cases at lea.st 
the nominal capitalization of the corporations far exceeds the cash value of their 
property. The impre.ssions among different jieopile regarding the effect of this over- 
capitalization vary. Some of the witne.sses who ha\e ajipeaivd before the (lommi.s- 
sion are of the opinion that the ipiestion of the capitalization of any coiporation is of 
slight consequence. They think that if the amount of stock issued is only three or 
four times in par value more than the cash value of the plants themselves, no es[iecial 
harm is done. If the plant .shows that its earning capacity is sufficient to pay divi¬ 
dends on the large capitalization, the stock will holil its value fairly well, and the 
capitalization is jii.stihed. If the earning eapaxtity of the e.stahlishment is not .suffi¬ 
cient to pay dividends, this condition will show it.self in the value of the stocks. 
While some individuals who are careless about their methods of doing busines;^ 
may laj injured by the jiurehase of stock through misrepresentation, that is not a 
matter that concerns materially the general public. People who dial in stocks are 
likely at times to lose. The State, it is said, can not act a.s guardian forfooli.sh indi¬ 
viduals. It is not believed by these witnesses that overcapitalization has any effect 
upon prices which is injurious to the public.’ 

Other witnesses Itelieve that thi.s overcapitalization is a serious injury to the public. 
Not merely do the misrepresentation.s of the promoters of these corporations, and 
perhaps also of the underwriters of their stocks, mislead ])rospective buyers of stock, 
but it is thought also that the attempt to pay dividen.ls on the inflate<l capitalization 

'Bill, pp. 1079,1080; offleers of registration agencies, pp. 1089-1099; Kyan, pp. 1099-1I0(1- Edgerton 
pp. 1123-1125. * ' 

’Dill, pp. 1077-1079; Nevina, pp. till ft.; .Smltll, pp. 1119 g.; .Sawyer, pp. 11Z5 g. 

"Stetson, p. 976: Dos Passos, pp, liio, 1150,1166; Gates, p, 1021; Moore, p. 967. 
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seriouflly affects the prices of tlie products to consumers and the wages of employees. 
These witnesses are inclined to believe that possibly the chief evil of the great indus¬ 
trial combinations comes at the time of their organization, when private bankers 
and othcM acting as financial agents or underwriters, together with promoters, make 
huge profits from floating the new corporations, which will afterwards find them¬ 
selves unable to pay dividends to stockholders and which must within a compara¬ 
tively short time go through a process of reorganization to the great lose of those who 
have invested 'their money in good faith. Some of the witnesises arc inclined to 
think that this overcapitalization has been so prevalent within the past two or thrije 
years that the result must inevitably be a financial crisis which will prove injurious 
to the public at large, aside from those who have foolishly, perhaps, invested their 
money in these stocks,' 

The position seems well taken that the methods of promotion and financiering are 
often de(udedly against public interest and ought to Ire checked. The overcapitali¬ 
zation, too, is probably felt somewhat in increased prices at times. 

TilE RICTS FROM TOE TESTIMONY. 

1. OipiV'diadiort.—Regarding most of the combinations concerning which testimony 
has liecn taken the facts appear quite clear. 

None of the witnesses believe that the Standard Oil Company is on the whole 
overcapitalized, as compared with the present value of the plants. Its opjxinents 
believe that it.s profits are enormous on tlu! capitalization.' The witnesses represent¬ 
ing the Standard Oil Company itself, while admitting very large profits and present¬ 
ing no very definite facts regarding the capitalization, .still give the same impression 
from their testimony.' 

The American Sugar Refining Company seems to Ix', beyond question, capitalized 
at a sum twice as large at least as the coat of reconstruction of the plants them¬ 
selves. The capitalization was show'u to be several times'the original capitali¬ 
zation of its constituent members, the testimony taken before the Lexow Com¬ 
mittee on this point lioing contlnned in terms, although the capitalization of some 
of these constituent memliers had little relation to their aidual value.* Much more 
direct was the testimony regarding the pre.sent lapitalization a.s compared with 
the present cost of reproducing the plants. The pre.scnt capacity of the American 
Sugar Refining Company is substantially 40,000 barrels per day. On the basis of 
estimates given by Mr. Doscher,* Mr. Jarvie," Mr. Post,' and Mr. Havemeyer,* these 
refineries could be built at a cost of from twenty to thirty-five millions, it being con¬ 
ceded by them all that the present cost of building (.tunc, 1899) is very much higher 
than it would have been a little earlier. This sum would show that a capitalization 
of probably not over half the present one ($75,0(X),000) would be ample to handle 
the business sal isfactorily. Mr. Havemeyer, however, contends that the value of the 
brands owned by the American Sugar Refining Gomiiany and the good will must 
not be overlookeii. The Havemeyer and Elder brand especially is in itself, he thinks, 
worth thirty-five or forty millions, and is at least equal in value to the plants.® The 
dividends by the American Sugar Refining Company for some years past, 7 per cent 
on the preferred stock and 12 per cent on the common, together with the sum set aside 
for surplus, would seem to show that, while the capitalization may be far above the 
cost of the plants, it is not above the earning capacity of the establishments at the 
range of prices which has prevaileil for the past few years. This raises the question 
whether the power of the combination has not enabled it to keep prices up so that 
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its earnings could pay dividends on an (!x<;essivc capitalization, and whether the high 
capitalization has not been an added temptation to hold pri<’es high. 

According to tlu^ testimony (►! several witnesses, tiie first stable whisky combina¬ 
tion, the Di.stillers and Cattle Fe<'d(?r.s’ Trust, was ca]ntalized atan anioiint far beyoiui 
the cash values of its plants. The clearest testimony on this subject was given by 
Mr. Clarke,' who asserted that he was paid in trust certilicates fmfr times the agreed- 
upon fair cush value of liis j)lant. lie believes tlmt other distillers wlio went into 
the combination were paid on sul)stantia)ly (lie same basis. Proliably some of the 
more influential trast<^es secured even more than 1 lie other members.- The trust 
certificates ro(*eive<l divid<*nds of 0 per cent jht annum for some years. On the 
biLsis, also, of late offers which were made him for tlu* jilant of wfiicli he was in con¬ 
trol, Mr. (’larkc lielieves that tlie Standard Distilling and Distrilmting Company wa.s 
capitalized at probably .s’x times the actual cash value of the plants.'' ()tlu*r wit- 
ne.Svses, while not giving t(‘stinjony in such definite figures, nevertheless confirm the 
fact of large overcapitalization of the wdiisky combinations.^ In fact, tlie te.stiinony 
of Mr. Cook'' would tend to show tliat tfie present capacity of tlie new wliisky eom> 
bination could be r(‘(>rodnced at but a small fraction of the jiresent capitalization. 

Verhapa th(' clearest testimony on this subject of capitalization came from the wit- 
neast^s connected witli some' of the iron and steid companies. Tiie witnesses r(*gard- 
ing the tin-plate combination were in substantial agretaiient in stating that tlie ownei's 
of most of the plants gave an o{>tion on (heir plants at what they i-onsidored was tlie 
fair cash value, although, owing to tin' goo‘l times and to the fact tliat, in many cases, 
the industries were fiuit(' [irosperous, tlie. juices were high. They were then given, by 
the promoter, the ojition of taking this valuation of their j)roi>erly in cash, or of 
taking imstead the .same amount in preferred slock with a like amount of common 
stock added as bonus. The vdtnesses who a}ipeare<l before the Commission had 
chosen to take stock instead of cash, iHilieving tliat tlic business could carrv that caj)i- 
talization, and the jirii^'e of stock on the market shows that the ctumnon and ju'e- 
ferred together have so far ninged alwve tln^ casii valuation. 

One of the witne.s.ses, at least, concealed that the total ainounl of stock thus i>ai«l 
for the giants, since tlu; casii ojitioii was taken in prosjkcrous times and included not 
merely the value of (he plant but also the good will of (he running lin.'^^incss, jirob- 
ably amountetl in some instances to three or four or even five times the cash cost of 
the plants at that time. Owing, iiowever, to (he greatly increased value of material 
and the iiicreastnl ivages of lalxir, some of the witnesses were of the opinion tliat the 
preferred stock alone of the tin-plate company would probably not equal the cost (kf 
reproduction of its plants at the present lime." 

Exactly the same systimi .srms to have lieeti followed in the capitalization of the 
National Ibscnit Company,' tlie Xational Steel Com|»any,''and the American Steel 
Hoop Company.'-' In all tlie.'^e eases there was a clear undei'standing that tlie common 
stuck represented simply bonus or anticipated profits. The fact (hat the cash options 
taken on the plants included also in the minds of the sellers tin'good will, and were \hv- 
surnably at a fairly hig!i i.rice, coiiHiflciing the prosjieroii.-^ times and the added advan¬ 
tage which was expected to lie obtained from lhe*conibination itself, wouM seem to 
show that the capitalization, including both ])referre<I and conimoii stock, was con¬ 
siderably more than doulde the cost of rejirodticing the plants themselves. 

In the case of the Ameri(;aii Tin Plate Company there was al.so added ten millions 
of common stock, whicli was issued to the promoter for his cervices and hir tiie cost of 
organization. It is presumed, of courao, that not a little of this ten millions had to 
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be pai<l out in eominiasions, etc., to those who iiiclod in securinj? tlio requircii amount 
of oapital, including cash furnished for working capital.* The amount of e.xtra com¬ 
mon stock issued for purposes of promotion in the American Steel Hoop Company 
and in the National Steel Company was 15,000,01)0 in each ca.se. 

In all these cases the capital seems not to have tieen beyond the earning capacity 
during the prosperous times of the last year, the (luestion again arising as to whether 
the prices have been pushed tK!yond normal rates in order to pay dividends on 
wattund stock. 

The International Silver Coni])any, according to the testimony of its president, 
has from 4.5 to 50 ])er cent of its capitalization n^presented by plants, machinery, 
merchandise, etc., and the rest by brands or “goo<! will.” 

Air. liate.s, president of the American .Steel and Wire Company, eslimate.s that of 
their .f80,000,000 of capital stock, some ?10,000,000 to $15,000,000 are considered 
good will, the rest plants and material.’ It is to be noted, however, that the valua¬ 
tion of the jilants given by Air. Gates is based on the great increase in cost of all iron 
matei ial for the last year, and not on tlu! value at the time the organization was capi¬ 
talized. Forty million dollars would come more ne.’irly the cash value at the time, 
18(17-98, when Mr. Morga)i’s estimate was made of $28,000,000 for some 70 per (»nt 
of the value of all the plants. 

The National Shear Company was clearly capitalized at far Iwyonil its casli value. 
Air. Wiss was of the opinion that the stock issued was live times more than llu! casli 
value of tlu^ plants; and the fact that the stoi'k was practically unsalable would .sca'm 
to justify his conclusion, even though there were dillicullies in connection w ith the 
management of the e.stahlishments wlii(4i would tend to lower the value of the 
stock.* 

2. Proiiiolen’ proJiln.—AH was intimated above,’ one of the chief causes of this over¬ 
capitalization comes from the high prolits that an; .secured by the i)roinoters and by 
the umlerwritersof the stock when ther‘ond)inationsare made. , Afention has just been 
made of the ten millions of common stock paid to the iiromoter of the American 
Tin I’late Company, and of the five millions pai<l in each case to the promohw of 
the National Steel Coiujiany and of the Anierii'an Steel Hooii Company. 

According to the testimony of Air. Clai-ke,’ when the Standaril Di.stilling and Dis- 
triliuling Company was organized, for each $l(K),0t)() of cash advanced to hny the 
plant.s the undcrwriter.s received $100,IHX) iii pn-ferred stock and $150,000 in common 
stock, wliile the promoter likewis(! rei*eived $1,50,000 in c.umnon sto<k. 

According to the agreement made with the organiz('rs of the Distilling Company 
of America, they wen.'to turn over alt the stock of the constituent companies at a 
ratio agreed ui>on, and were then to furnish $1,.500,000 cash as working capital and 
two distillerie.s which, it wa,s testilied, cost $2,000,000. .After full e.xchange in stock 
at the agreed ratios was made, Ihcre would be left in their hands, with which to 
secure the $8,500,000 cash needed, .$10,710,000 of preferre.l stock and $i:!,:i60,000 of 
comnion. At the average market price of the stocks during the month after the 
company was organized,-Inly, 1897,5(lj and21, res[»cctively, timse stocks would have 
been worth $8,85(1,750, although,'of course, they would not have realized this if 
thrown on the market. Promoters’ profits seemed thus very large. By December, 
liowever, the stock had so fallen that it was worth less than $4,000,000; so that the 
ultimate gains were [lossibly not so large as tluiy at first apjieared. 

Air. Pearson, who acted as banker for the National Shear Company, tivstified’ that 
he w'as to receive $80,000 in preferred stock and $225,000 in common stock for dis¬ 
counting the notes of the company to the amount of $200,000 and continuing this 
re<Iiscoimting for a ])criod of 18 months. In case he withdrew from his bargain 
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after 9 months, he was to receive a little less than half. Being dissatisfied with the 
way the company was doing business, at the end of 9 months he withdrew from this 
arrangement. The stock due to him in accordance with the contract had not yet 
been paid when he testified. This combination seems practically to have been 
organized on borrowed money, even in part for payments for plants. The lilwrality 
of the organization with the banker was clearly brought out. The profits of the pro¬ 
moters did not appear from the testimony. 

According to the testipiony of Mr. Gary ’ the Federal Steel Company was capital ized 
at almost precisely the actual value of the plants, estimated by a board of appraisers, 
together with the actual cash put in. Considerable has beam allewed for increasixl 
values of lands, and, of course, the exact basis of the appraisement did not appear. 
He testified also that J. Pv Morgan & Co., the bankers who effected the exchange of 
the stocks of the constituent (mmpanies for that of the Federal Steel Company, 
received some $200,000 for their services. He admitted, however, that before this 
arrangement was made by J. P. Morgan & Co. for the syndicate that was organizing 
the Federal Steel Company, J. P. Sforgan & Co. alnady controlled a majority of the 
stock of ail the constituent comi)aiiies. The price paid by them for this stock did 
not appear, so that their real profits are not clearly in evidence.'^ 

On the whole, from the testimony given before the Commission, the inference seems 
a fair one that the capitalization of these combinations is usually a sum con.siderably 
above the value of the plants together with patents, but exclusive of brands and 
good will, of the ounpanies that enter into the combination. In ca.se8 that are con¬ 
sidered fairly conservative, the amount of stock issued, including both ]iieferred and 
common stock, is frour two to three times more than this value, while in not a few 
instances—for example, the one cited by Mr. Dilp'where value of possibly $.o00,000 
was capitalized for .$8,000,000—the capital stock .se<mis to bear little relation to actual 
value of plants and patents. 

PK1CE.8. 

RAW MATERIA I.. 

The Statement is frequently made that owing to the fact that a large combination 
becomes a princi|ial buyer of raw material it has great influence in decreasing its 
price. Thus it is said that, as the chief purchaser of raw sugar, the American .Sugar 
Refining Company is able to get a certain advantage.* Mr. Havemeyer conceiles 
that the fact that he is a very large buyer gives him some advantage in selecting his 
markets.* All seem to bo agreed, however, that this advantage probably does not 
on the average amount to more than one-sixteenth of’a cent [kw pound. 

In the case of the American Tin Plate Company it was said that owing to the fact 
it was a very large buyer of steel if could at times get contracts at lietter rates than 
smaller buyers, although apparently it could not get any better rates than several 
other large buyers of steel doing different classes of basinees. Especially, however, 
does the fact that the directors of the American Tin Plate Company are in large part 
the same as the directors of the National Steel Company, that the business condi¬ 
tions of each are known to the other, and that their interests are closely allied, ena¬ 
ble the Tin Plate Company at times to secure rather lietter rates from the National 
Steel Company than would be given by that company to an outsider. Similar state¬ 
ments are made regarding the American Steel Hoop Company, which is similarly 
associated with the National Steel Comiiany.® 

Nearly all of the opponents of the Standard Oil Company who appeared before the 
commissio n testifleti that owing to the fact that the Standard had control of the main 
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pipe lines and was the chief refiner of petroleum it could practically fix the pric.e of 
crude oil, and liad done so for many years, often to the detriment or even financial 
ruin of the producer.' By virtue of its control over the pipe lines the Standard Oil 
Company, when in competition with smaller pipe lines in certain localities, had fre¬ 
quently put premiums upon the oil produced there, thus paying more than the r^u- 
lar market rate for it. Sometimes through this practice the competing pipe lines 
found themselves deprivetl of oil, were financially ruined, and were at length bought 
up by the Standard Oil Company, which then recouped itself by removing the pre¬ 
mium, and perhaps making a general rerluction in the price of crude oil.’ The oppo¬ 
nents of the Standard Oil Company seem to lie of the opinion that this payment of 
premiums has been almost altogether for the sake of forcing the competitors out of 
the busines.s. The Standard Oil witnesses, on the other hand, asserted that the 
premiums were often, perhaps usually, and at present only, made because of the 
better quality of the oil from these s|X!cial localities; but they also conceded that 
at tirmis the Standard has paid premiums for the sake of forcing a competitor out of 
the business, and that under similar circumstances it would do it again.’ 

It is charged also that wliere the Standard Oil Company ha.s had exclusive control 
of the pipe lines in certain territory it has frciiuently held the price of crude oil so 
low that it could at length buy up the wells or the oil lands from the producers and 
owm!r.s, after which the [irice of crude oil would be raised again to a fair price.* 
There can he little doubt that w hen a company is the owner of the only pipe line in 
any district, this gives it great control over the jirice of oil, and in conserjiience over 
the welfare of the priKlucc'rs themselves. 

Owing to this control (w hich seems to be in the main conceded by the wdtnesses 
on ladialf of the .Standard Oil Company), some of the w itnesses assert, that the tables 
and (diarls of prices of crude dmt export refined oil, which show aiso the ratios or mar¬ 
gins between them, misrepresent in many eases the real state of the business. If the 
prices of crude oil are fixed iirhitrarily for the purjioses of Imying up oil territory, of 
buying out conqieting pipe lines, or of raising the cost to independent refiners, or if 
losses on refined export oil are recoupeil by raising the price of American refined, 
such tigiires can hai'diy bo an indication of the real condition of the business.’ On 
the other hand, the testimony of Mr. Ltv in explaining the course of prices of crude 
oil ov(ir a series of yeara seems to show that be also ladieves that the amount of the 
outjiut has, in apit(> of many arbitrary acts of the Standard, in the long run and on 
the whole been certainly a very inqiortant if not the (diief cause in detennining its 
variations in iirice," 

It is asserted by the Standaril Oil Company itself that its prices for crude petroleum, 
as of late years announced through the Seep Purchasing .Agency, are fixed on the 
w'orld demand and supply, and that in the main these prices have berm fair to the 
producers.’ It is probably true in general that the extent of the output has been the 
main factor in determining prices, though the fact of very many individual ca.ses of 
arbitrary shifting of prices to a degree ruinous, in certain localities, to the competi¬ 
tors and to the producers, may also lie considered established. 

CKicns or I'RoinicT. 

1. Cuiilml Ilf miipul . —Several of the combinations, aa appears from the testimony 
of their officers, control a large projiortion of the entire output of the country. The 
American Sugar Refining Conqiany was .selling at the time of the testimony about 90 
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per cent of the output.' The American Tin Plate Company was probably also, at the 
time when its representatives appeared, controlling: something more than 90 per cent.^ 
The whisky combination has controlled at tiim^s as high as 95 per cent of the pro¬ 
duction of 8[>irits, aiid has probably <luring most of the time for the past 12 years con¬ 
trolled more than 80 per ('(‘iit of the oiitj>ut.'' Most of the iron and steel companies 
claim, on the other haixl, tliat they make no attem])t to control so large a per<-eiitage 
of the output, and that they make no a|)})roach to monoj)olisti(! power, but secure 
their advantag<‘s by bringing together different branelies of the industry which in¬ 
sures them a shwly supjdy of raw material or, on the other haml, a sure customer for 
part of the ja^xlui’t. Thus the Federal Steel Company controls possibly some 50 per 
cent of the output of it'< main i»roducts, and (tarries the processes fnmi the mines to tln^ 
finished prodiu^t. The National Steel Company controls about 18 per eent, and it also 
operates mines, fiet'ts, ami mills.' In tlie case of tlie Ameriean Steel and Wire Com¬ 
pany, liowever, the combination at the time of the testimony was selling from 75 to 
80 per cent of the total output of steel rods, tlie same pere(mtHge of smooth wire, and 
65 to 90per eent of wire nails. Moreover, the AmericanSteel and WireCoinpany luw 
practically a monopoly of barbed-win* ami wov<Mi-wire fencing throiigli the ]>atents 
w'hich it holds, ami not merely l)y virlue of its large ca])ita!. With the exee)>tion of 
the monopoly securc*<l tbrough tliese patents Mr. (Jates, ehainnan of Iheeompany, 
think.H it does not (^ontnd competition. ’ 

The proporti<)n of refined jM»tioleum produced by the Standard Oil C'ompany has 
varie<l materially at »liffeivnt times, but during the past few years lias, as states! by 
its own otfieei’s, increa.s(‘d gra<hially from 81.4 per cent in 1894 to 8.T7 per eent in 
1898.” Opponents of the combination arc inclined to put the figures as high as 90 or 
95 per cent.' Tlie c<mtrol of the crude petroleum field hy the combination is much 
less, but is, nevertheless, considerable. It is notelaim<‘d, however, that the Standard 
fixes the price of enide pi*tro!enm by virtue of the fad that it is the greah'st ]>n>ducer, 
but rather by tlie fact that it owns the iiipe lines and is the chief buyer. 

2. Conlral of ifri(r.s. —.V mamifai-tiirer who controls so large a proportion of the 
product as do some of these eombinatioiis <*an, beyond qm-stion, to a considerable 
degree control the jniee.^ Throwing info tJie market a large amount of goods at one 
time tends to lowiT the price. iJkiuvise, iuk? wh(< controls plant.s enough to .'supply 
the entire normal <lemaml of tlie country can, cvi<lciitiy, In'closing sonu* of thesi* 
plants, readily raise the price. 

The custom law regularly l)ceu for some yeans for flu* Standard Oil Company to 
annoum*e from day to day the price which it wouM pay foremde petroleum and the 
price at which it would sell retineil petroleum. This price is generally aceepte<l as 
the market price, and c(unj»eti(or.s follow. 

Likewi.-<e, the Amerii^aii Sugar Kefining Comjiany fii-st jiosts the prices for the day, 
and is then followed by its competitors, who post theirs, (icnerally they take the 
prices fixed by the American Sugar Uefining (^)mpany; but at tinie.s, if they have a 
little surplus stock on baml, or if it is iliflicult for them to secure a customer, they will 
cut the price perhajis one-sixteenth of a cent per poun<l. Urn! or two of the chief cotn- 
petitons .S(‘em to be forced to put their prices quite freijm-ntly at one-sixtc‘euth (jf a 
cent Ixdow that of tlie American Sugar Kefining (.•ompany. ’ In spite of its control 
over the outjmt it is said by Mr. Dost that the American Sugar Refining Oompany 
ha.s not, in his judgment, unduly rest rieteil the output.It is probalde, bethinks, that 
had that coinj)aiiy not Ix'cn formed the competitive systemwould have ruined many 
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established refineries, so tliat as many would have betm chtsed as is now the case and 
the output would have l)een fully as small, probably even less. Practically all of the 
wituesH(^s, both members of the (combination and their opponents, concede that while 
there is a (C(^rtain arbitrariness in fixing the prices it lias been exercised in most (cas(.*8 
onlv within comparatively narrow limits, and tbeii mainly to meet comiietition or 
stifle it. 

Whih' ])rices may be kept at rates snflicdent, by virtue of the (\-onomi(‘s of (combi¬ 
nation, to jiay reasonable, even consideralile, iirofits, though still largely excluding 
comjietition, any attc'mpi, it is clainu'd by many witiHissi*.^^, to .s<‘cure extortionate 
prices defeats itself by provoking comjietition. Tims the whisky combination, in 
the days of the Distillers and Cattle Feeders’ Trust and the Distillingand Cattle Feed¬ 
ing C^ompany, in (?ertain instance's put up the ]>nces to an excvssively high point. 
The result was that nnmerous competitive distilleries were Imill, so that either the 
trust was forc(‘d to buy them out at high figures or else the competitors secun'd enough 
control of the market so that the pric(‘s wer(> comparatively soon forced down.' 

It. seems to be conceded l)y all parlies that the whisky combination might, if it 
would adoj)t that policy, ludd its prices at protitalde mb's, and at the same time so low' 
that no one wouM care to compete, its present heading competitors b(‘ing willing to 
buy wbatevm' pn»dn(ct they nee<l for comjxnmding ]>urp().ses from tlie trust at a fixed 
price based upon that of corn.- 

The olticials of the American Tin Plate (Nnnpany recognize that tlmir pruce i.s to be 
eonsid(‘nsl the American price, although they, with all of the otlier repres<.*ntutives 
(jf combinations, deny that tluw poss(*ss a monopoly, and show that there are some 
competitors in the field. The company lix(*s the price, which its competitors in the 
main follow, Iml its officers r(‘aliz(‘ that if they push their profits too liigh they will 
simply call in competitors to so great an (‘Xteut that it will hurt their own business 
and jtrevent tluar control of tlu^ comlitions. The same argument is presimti'd in 
general terms by several witnesses regarding the control over prices ])y the combi- 
nalions.” 

In some cases, notably in tlie iron and sl(vl ami allu'd industries, there has been 
witliin the last yc^aror two an almost marvelous increase in (be demand for products 
of all kinds. In con.seiiuence, prices have advanced very rapidly. While it is pn>ba- 
)>ly true that the combinations have been a))le to .seize tin* advantages of (lie situa¬ 
tion better than eouM smaller manufaetuivrs, tlnwe can be no doubt that the main 
increase in priiv has come from the most unusual demand. Mr. (Jates testifiedthat 
in his jndgm(‘iit tlu‘ new output of stixfi cars, steel vessels, and steel fj-ames for build¬ 
ings and bridgt's constitute*! as large a tonnage as the total tonnage of the United 
Stahls in iron and steel fifteen or twenty y(ws ago. All the witnesses in those lines 
seeme*! to agree as to the increase in <lemand ami as t<» tlu‘ fact that it, with the cor¬ 
responding inenuse in pri*‘(.‘ of basic materials, was tlu^ chi(*f cuu.'<e of the ineivase in 
price of finislied product. Hardly any of the companies could meet present demand 
and all wcin* taking contracts for montlis ahead. 

The fact, liowever, that in the main the great combinatioii.s fix the pric(*s and their 
competitons follow would s(^em to show a certain (dement of monopoly. When they 
make a *‘ut in the price the olliers must follow, and tlu'ir action is substantially an 
arbitrary one. They, on the other hand, having so large a control of the market, 
need not follow the cut of a (•om|x*titor in a (Comparatively small market, although, of 
course, they can not permit the (‘ornpetitor to widen his mark('t materially, provided, 
they wish to hold the (control. So, on the other hand, this monopolistic element is 
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shown by the fact that the increased price fixed at any time by a combination must 
be taken, at least temporarily, by most consumers, since the combination is, sub¬ 
stantially, at the moment the chief source of supply, its competitor being utterly 
unable to meet the needs of the market. This is true in spite of the fact that if the 
prices are made unreasonably liigh, (xunpetitors would, in the long run, deprive the 
combination of its trade. 

The success of great combinations as <'hief manufacturers depends, their officers 
claim, upon a cheaper cost of production than that which their competitors possess. 
If they can not effect this, the witnesses maintain that the combinations will com¬ 
paratively soon lose their control, unle.ss they can succeed in Bringing some other 
element, like a patent, into the problem.' On the other hand, it has been conceded 
by one or two of the witnesses that the fact merely that the combinations possess so 
large a capital ami can exert so much power tends to frighten their actual or would-be 
competitors, and this enables them to secure or keep a certain element of monopo¬ 
listic control, aside from the greater cheapne.ss of production which they mav or may 
not possess. Of course, this latter monopolistic element, depending upon the deter¬ 
rent effect which their power exerts upon their competitors, is, these witnesses claim 
comparatively slight.- ’ 

A niore accurate discussion of the course of prices in these special lines can he 
made from a study of the charts appended. The figures in these charts are in every 
c^ conceded by the managers of the combinations to be as nearly accurate as any 
that cun he KCfMired. 

:i. the competitors of the combiiia- 

tioiis, the greatest evil [awhaps is not the fixing of lu-ices too high, althomrh asser¬ 
tions against the monoiiolies are nol infre.iiiently made on this ground, but rather 
that they cut prices to an unreasonable extent in certain localities, and even to indi¬ 
viduals at certain times for the sake of driving lait their rivals. This practice has 
been most ireipiently charged against the Standard Oil Company. I)oubtIes.s, too 
111 order to get into new fields, the competitors will at times cut the price, and to 
hold Its market the Stamlard follows, or makes still lower iirices; or again to pre¬ 
vent a competitor from entering a market which he seems to be threatening, a first 
cut IS made by t leSfandard. Witne.s.ses disagree as to the side which nsuallv makes 
the hrst t-'H, «nd doubfle.ss all ilepends iiiion the circumstances of the special cas<' in 
question.' The same policy has also been followeil by the American Sugar Retiiiing 
Company, at any rate in its earlier days, and of late since it has Ix'en competing 
against tlie new rehneneH of Arlmckk- lirothern and l^onclier ^ 

The opponents of the Standaril Oil Company do-not hesitate to charge it with 
employing competitive methwls which they consider dishonorable. They assert 
that persons are engaged to follow wagons of competitors to learn who their custom¬ 
ers are, and that then they make lower offers to tho.se customers; and it is still fur¬ 
ther asserted that at times the employees in the offices of rivals are bribed to disclose 

the business to the hitandard Oil Company. 6 

The StandanI Oil Company denies authorizing or approving any such methods of 
learning its coinpetitora’ business, although it is acknow lodged that it takes practirally 
every honorable means of finding out what its competitors are doing in order that it 
my projyly mey the competitors on their own field.'' The methods of competition 
charged, it is said, may rarely be follow'ed by an overzealous employee, blit such 
ai tion would be discountenanced in every case by the company. 
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THE FACTOR SYSTEM. 

Several of the inrIuBtrial combinations have adopted the plan of selling their goods 
to wholesalers at a certain fixed price and at the same time naming a price at which 
they were to furnish them to the retailers. After an interval of from thirty days to 
six months, j)rovided the wholesaler would make affidavit that he had maintained the 
prices given him, and, .sometimes, that he had sold only the goods of the combination, 
he would receive a rebate from the manufacturer. From this rebate came his only 
profits. It has been thought by many that this factor system was a means employed 
by the, combination to hold its monopolistic control over the wholesaler. 

In the case of the sugar combination, however, the testimony seems to show that 
competition among the wholesalers had resulted in depriving them of any profits 
whatever, and had even, in many cases, forceil them to sell at a loss. In order to 
avoid this dirticulty the wholesalers themselves petitioned the American Sugar 
Refining Comiiany to adopt, the factor plan, and after a consideration of the matter, 
a.s an accommodation to the wholesaler, the plan was adopted. The sugar refining 
company itself claims that it receives no advantage from the system, hut adopted it 
(July at the r«iuest of the wholesalers. The other refineries have likewise adopted 
the same system.' Mr. U. Wahlo Smith, president of the American tlrocers’ Associa¬ 
tion, exi>lained the system in <letail and told how important it was to the grocers. 
He is strongly in favor of it, not merely as apiilual to sugar, hut to any product 
which is uniform in (jnality, so that special brands have little inlluence in fixing the 
pi-icw, amt ha.s himself proposed plans for its more general a<loption. He believes 
that this is the w'isest method for grocei-s and one that is perfectly legitimate; in fact, 
without some such system grocers would he compelled to hainlle sugars and similar 
commo(litir‘S at a loss.'' 

The system of reijuiring affidavits from the wholesalers ha.s been given up by the 
sugar refimns, and it is expected that they will keep the agreement as to prices 
among thems(;lves without special effort on the part of the manufacturers to force 
them to do so, Experience, however, shows that considerable cutting takes place." 
The grocers in the Shrtes of Ohio and Illinois have adoptwl a modification of the sys¬ 
tem, by which they have agreed among themselves to maintain i>rice8 of sugar within 
certain districts. If it is found that anyone has lowensd his pri<’es the entire number 
of jobbers in the district immediately low’er theirs to the place in (piestion, so an to 
prevent his securing any a<lvantage.* 

This system is irerhaps best known in connection with rebates on sugar, but for a . 
time, while the Distilling and Cattle Feeding Company was in existence, a somewhat 
similar rebate ay.stem was employed in the sale of spirits. The larger distributers 
ami rectifiers received a rebate of 2 cents a gallon, ami the whole.salers, after an inter¬ 
val, provided they had sold only the goods of the company, received a rebate of 
usually a cents a gallon, though the amount of the rebate varied somewhat at differ¬ 
ent times. 

In the ease of the whisky combination the company failed to keep on hand a suffi¬ 
cient amount of cash to pay these rebates promptly, and this delay in payment was 
one of the lauses which led to throwing this company into the hands of a receiver." 

A similar system Ls found in the sellingof soap, baking powders, etc., but the general 
principles vary in no essential particulars from the ones just given." 

More evidence will probably be taken on this subject later. 
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EXPORT TRADE. 

The reproscnhitives of many of the eombimitions assert that they have made 
especial efforts to increase ttie export triule, and they iTOisider the development of 
tliat trade one of the chief advantages to the country from the (wmbinations. They 
believe that it would be impossible for this trade to be secured fo anything like the 
same extent without the ])owor that comes from large concentration of capital in the 
hands of one maniiging body. 

The repn'sentatives df thi^ Standard Oil Oompany furni.she<l much evidence to show 
how extensive their export trade has become, and they urged lepeatedly that this 
trade could not have l)een securerl without the exiienditure of large sums of money 
such as only a great combination could (xintrol.' 

Some of the rivals of the Standard Oil Comtiany were of th(^ opinion tfiat without 
a great combination sufficient cai)ital could readily have been furni.«he<l liy others to 
securt! anil carry on au exfiort trade no less imposing than that of the Staiidanl Oil 
Oompany. They also show that the Pure Oil Oompany, jierhaps at prt'sent the chief 
rival of the Standanl, ha.s secured a large export trade in (ierniany, and at the iiresent 
time is making most of its iirotit from this export trade.® The total ex|iortation of 
the independent retiners, however, is only a small fraction of that of the Standard. 
The aasertion, however, that the exjiort trade of the Standard has been built up at 
the expense of the dome.stic trade® is vigorously contrailicted by members of the 
Standard Oil Company. The chart of prices of crude and relined oil seems to .show 
clearly that the regular prices at Bremen, (iermany, are considi'rably higher than 
the iirices in the United States, although there has been at least one and perhaiis 
other exceptional times when the .Imerican |irice has been above the export price. 
This has been true especially in the far East on account of Ru.ssian competition.* 
The ex])lanalion of this given by Mr. Archtiold is that it was necessary to cut foreign 
prices for a time in order to secure the market. 

The manufacturers of spirits are of the opinion that they could easily supply a 
large part of the foreign market with spirits were they not hampered by the pro¬ 
visions of the laws of the United States regarding the (lackages in which spirits shall 
be shipped, and also regarding bonding and payim iit of the tax.® These witnes.se.s, 
however, do not urge that the large capital controlled by the comhination.s would 
l)enece.ssary for this exixirt busines.s. They believe that our advantages in manu¬ 
facture are so great that the export busincs.s would develop as a natural outgrowth of 
the situation, provided the restniinta of the law were removed. 

A somewhat similar line of argument is followed by those engaged in the iron and 
.steel industries. Air. Guthrie, president of the American Steel Hoop (tomiiany, 
believes that, owing to our superior natural advantage.s, under ordinary circumstances, 
it would even now be i)o.ssiblc for a large part of our product to be sent abroad. 
At the present time comparatively little is exported owing to the enormou.s home 
demand, but he Irelievea that we have the opportunities and facilities for manufac¬ 
ture which should enable us to export large ipiantities. At the same time the large 
capital of the combinations makes it)X)ssihleto employ agents all over the world, and 
to spend large sums in pioneering.* A similar opinion was expressed by Mr. Gates, 
ehainnan of the American Steel and Wire Company.’ 

As regards the relation of export prices to domestic prices, the statement is at times 
made that the two have comparatively little relation one to the other, inasmuch as 
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different conditioiifi arc irict witfi in the different Jinew of trailc. It Is eonetsled that 
it is frequently true that export i)ri«‘s are ina<le lower than doniestie for the sake of 
securing the trade. It is claimed, however, that no disadvantage has come to the 
.American consumers, nevertheless, Ixicause when the foreign market has l)een once 
seeurwi the continuous full operation of the plants with the increased output reduces 
tlii^ cost of the entire product. Were it not for the export tratlo there might at tinjes, 
it is coiietKied, lie somewhat lower prices for the domestic market, but only under 
lamditious that w'ould result in a temporary check to production and, on the whole, the 
result would lasa higher average of domestic priee.s.' In certain instances the export 
trade comes from the {wculiar character of the product itself ami has little to do with 
the matter of iiriees or with the power of a large combination.' The fact seems 
established that great capital aids ?nuch in extending the export trade. Oreat eaidtal 
does not necessarily imply monopoly. 

TKI'KTS .\NI) THE TARIFF. 

.Most of the witnesses who so far have been heard before the Industrial Commis¬ 
sion <m the subject of tnists have been directly connected with the industries con¬ 
cerned as manufiMdurers. Rraetieally all of them testify in favor of the tariff upon 
the industry rei>resenteil, whether they be membei-s of the combination or its 
opponents. 

The tariff, of course, has practically no infbumce in connection with tln^ standard 
Oil Company, exeejit indirectly in its manufacture of tin cans and (jther collateral 
indust ri(XJ. 

Mr. Ilavemeyer, president of the .American .Sugar Refining Company, asserts with 
much vigor that he Is-lieves the I'ustoms tariff law to be the mother of all trusts— 
except the Sugar Tru.st. When the protiadion is very high, instead of fighting one 
anotlnw he thinks the manufacturers get together to take all the profit possible. If 
this i.s not their attitude at first, vigorous (unnpetition aniong themsdves, brought 
about by the great number temphsl into the industry by th(^ tariff itself, is likely to 
force them to se(' what they an* losing, and (mnibination follows. He is strongly 
inclined to thi! ladief that the tariff on all industries should be ke)it as low as 10 per 
cent, thinking that to afford sutlieient protection against foreign eountrit^s, while at 
the same tiin<‘ it is low enough so that trusts wouhl not be emouraged, as he believes 
they ar(! now, by the “ inordinate protection ” granted. I le has jmrticnlarly in mind, 
apparently, the steel and iron industries, although he also concedes that had it not 
been for the high protective tariff exi.sting at the tinie the original Sugar Trust was 
formed he would probably not have taken the risk of putting his refineries into the 
trust." 

As regard,s the present tariff on sugar, Jlr. Ilavemeyer thinks that the differential 
in favor of refined sugar, one-eighth of one cent per pound, is too low, and is of the 
opinion that it should be as high as one-fourth of a cent. In this particular Mr. 
Jarvie,* of Arhuckle Hros., is inclined to agrei^ with him, as are also Mr. Post," Mr. 
Buynitsky," and Mr. Dosdier,’ but all concede that with the pre.seut low range of 
prices brought about by the vigorous comiK'tition no refined sugar can l)e imjxirted. 

Mr. Buynitsky, while favoring a protective tariff on the whole, is nevertheless 
inclinwl to think that it may he high enough to encourage the formation of industrial 
combinations to an injurious extent. He therefore would give to the President of 
the United States power to reduce the tariff on any particular monoiwlized article by 
F.xecutivi^ order to an extent not less than 5 per cent nor more than 20 per cent, for 
a ptwiial of not more than 5 years.” 
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Judge Gary, President of the Federal Steel Coiiipaiiy,‘ while admitting that protec¬ 
tion may sometimes jierhaps jiermit monojKilistic prices, does not think the plan of 
reducing it by Executive order practicable. That would injure firms and individuals 
outside the combmation. It wouhl be justifiable only in case the combination were 
distinctly illegal, and in that event the present laws are sufficient to suppress the 
monopoly. He believes that some tariff is still needed for the proper protection of 
the various steel indu8trie.s, and does not believe that at the pi-esent time there is any 
monopoly in them. 

President Reis, of the National Hteel Company, does not l)elieve that the tariff 
has had much c^flect on the iron and steel businewi during later years, and thinks 
that so far as his e.special branch of the industry goes, the tariff wouhl not!» needed,“ 
though he concedc.s that in other branches, j)erhaps, such as the manufacture of steel 
rod3an<l black plates for tinning, it may still be needed. 

President Guthrie, of the American Steel Hoop Company,“thinks that without the 
present tariff on .steel, lii.s comi)any couM not compete, for example, in Oalvmton, 
Tex., on ata»unt of the extremely low freight rates from abroad. Protection is 
neisled, in his jmlgment, to offset transportation rates, even though we have at the 
present time, and an^ likely to have still more in the near future, the possibility of 
exporting American steel. 

Chairman (tales, of the American Steel and Win^ Cnm|>any‘ iK'lievesalso that the 
tariff is needed in onler to enable us to jiay transiiortation rates. It is still more needed 
because, as he asserts, the (.iermans get a subsidy on steel exiiorted and are doing 
all they can to push their export busiucss. 

Regarding the tariff on tin plate there .seems to he no difference of opinion among 
the witnesses. Mr. Graham testifies that then^ would have beem no tin iilate indus¬ 
try had it not been for the tariff.-’ Mr. Reid® .says also that the industry was created 
by the tariff, and that while the tariff at present gives efficient protection, the removal 
of the duty would destroy the industry. He believes, however, that at the time, he 
testified the price of tin plate might go 50 cents a box higher before it would meet 
with effective competition from abroad. Mr. Taylor, an independent dii)per of tin 
plates, is inclinc<l to the same opinion,' while Mr. Griffiths, perUaiis the most active 
opponent of the c.ond)ination,« testific.s that the tariff is in no sense the father of the 
combination further than that the entire industry was creahsl by the tariff. He also 
does not believe that the industry at the pre.«ent time could exist without it, and thinks 
that certainly few', if any, would be bold enough to attempt to carry on the busine.s.s 
without it. 


FREIGHT DhSCKIMINATIONS. 

One of the chief causes, in the opinion of some of the witnes.ses, of industrial com¬ 
binations, and at any rale one of the greatest evils in connection with them, ’a the 
discriminations which it is claimed they have received in the freight rates given by 
the railroads. In other investigation,s carried on by the Industrial Cominissfcn, 
especially tliat on transportation, it has been quite generally conced(!d by railroad 
men and shippers that even up to the present time discriminating rates are made in 
favor of large shipjjers. 

So far as this eaixxdal investigation is concerned, discriminations have been emphat¬ 
ically denied by the manufacturers of sugar, both Mr. Havemeycr, of the American 
Sugar Refining Company, and one of his opix)nonts.® Apparently all of these refin¬ 
eries receive the advantage of free storage of sugar in the railroa<l warehouses at tfie 
distributing points, but there scenns to he no discrimination in this regard. Sugar 
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freights out of New York are dividt^i among the different railroads in a certain propor¬ 
tion which ha« lieen agreeil upon.' 

In the case of iron, steel, and tin-plate shipments, while (li8crimination.s were not 
acknowledged, there was hesitation on the part of the officers of two of the com¬ 
panies, at any rate, in denying directly that favors wore received." Outsiders knew 
of no discriminations." 

On the other hand, charges of the most emphatic and unequivocal nature w'ere made 
by the opponents of the Standard Oil Company with reference to freight discrimina¬ 
tions received by it. 


t. BKFOKE THE IXTEHSTATE-COMMEIKS LAW. 

It wa.s charged by most of the lea<iing opponents of the Standard Oil Company' 
that the chief reason for the rapid gi-owth of the Standard, and its apparent great 
success in underselling rivals and winning markets, was the B))ecial advantages that 
it had received from the railroads. It was claimed that the company not merely 
rwwived iliscriminating rates on its own shipments, but that it was frequently paid 
rebates on the shipments of its compefitoi's. It was conctsled by representatives of 
the Standard Oil Company® that before the passage of the interstate-commerce act 
special freight rates and rebates were frequently received. 

It was asserteil, however, that this was the usual custom on the part of all rail¬ 
roads with all laige shippers, and thatcomiaditors of the Standard had received sim¬ 
ilar favors. Cases w'ere refernsl to in which Mr. George Rice, an independent refiner, 
hati i'ec(dved .spe<dal rak's, an<l it was as.serted hy Mr. Page that in one case at least 
Scofield, Shurmer, and Teagle had received a lower rate than the Standard Oil 
Company was able to secure. Mr. Rockefeller further asserted that the profits of 
the Standard Oil Company had not l)een accumulated from this source, but that 
whatever advantage it hiul received iu this way ha<l tieen given to the consumer in 
the way of lower prices.* 

Mr. Page asserted that in no case within his knowledge had the Standard Oil Com¬ 
pany received (layments on oil shippc'd l)y its o])ponents. He admits, however, that his 
experiemw as to the periwl before the interstate-cominerce act is not extensive. Mr. 
Rockefeller made the same assertion, stating that the only exception was in one case, 
where a small sum was received during a short time on shipments by Mr. Rice, though 
after comiilaints had been made all of the money so received w'as refunded before 
any action was brought in the courts. A like explanation of this case was made by 
Mr. Arc.hbold.' 

It. APrBK THE PAasAHE OF THE INTEH8TATE-C0MMKRCE LAW. 

Much greater differences of opinion exist with reference to the condition of affairs 
since the passage of the interstate-commerce act. It has been charged as a matter 
of general belief on the part of almost all of the opponents of the Standard Oil 
Company that these! discriminations in various forms have been continually received, 
even up to date. On the other hand, these charges have been denied in toto and 
most emphatically by every representative of the Standard Oil Company with 
reference to all cases excepting one, which they claim was a mistake, the amount of 
freight due being promptly paid on discovery of the error. The Standard Oil Com¬ 
pany not merely challenged the opponents to bring forth proof of any case, but 
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produced many lettern from leading officials of railroads to show that the company 
had in no case rec^cived any favors or asked for thein.‘ 

1. ChminmionH. —Certain opponents of tlie company (!lainie<l that the Standard 
Oil Company received commissions for shipping freight over railroads, which com* 
missions amounted to rebates. This charge is emphatically denied by the Standard 
Oil Company and no positive proof on the subject has been offered,'^ 

2. Lubvicutmfj o//.—Several of the witnesses have asserted that they found it 
practic4illy im]>os8ible to sell lubricating oil to the railroH<ls, and that they l)elicve 
the railroad.s purchas(\ their lubricating oil from the Standard t )il Cornfwiny at high 
rates, ami in that way give to t)»e Stamlard Oil Company what is eipiivalent to a 
rebate in freight.’’ This wa.s <!(*nied emphatically by the vice-preshlentof the Stand¬ 
ard Oil Company of Xcw YorkCand Mr, Pjige, vioe-jue-sident and manager of the 
Union Tank Line, who has charge of the chief shipments of the Standard Oil Com¬ 
pany, explained in <letail tin* selling of lubric^atingoil to the railroa<lsby the Standard 
Oil Company, asserting that in (‘very cm) it guaranteed to tin* railroads jis low a cost 
per train mile as coiiMbe or wouht be fnrnishc<l by any of its (►p|M)neJita.^ 

3. Imijwi., JCiiiei'i/ d* Wearer am-. —In one case brought by the firm «.»f Logan, 
Emery & Weaver jigainst the Pennsylvania Ibiilroa*!, althongli Mr. Lee and Mr. 
Emery differ somewhat in tlu'ir statement.^ of <letails,evid(‘nce appears to have Ix'en 
given by accountants of the railroad showing that rebates had been paid to the Bear 
Creek Oil Rt'fining Company for at least st.‘V(‘ral months after the passage of tlie inter- 
state-commerce act. Thest^rebates were at tlie rate of from 3 or 8 to 20 ceJits per 
barrel, and amounted altogether to about ii*24,()00. The suit was neve,!* finally 
decidetl by the court, hut the railroad compromised by paying the plaintiffs $30,000 
or $35,000.® Mr. Archlwdd testifies that in tliis cj\se “the Stamhml Oil Company 
Wiis in noway involved,” and the opponents do not make that charge in this case. 

4. Sfiipineal.s in tank carff. —It has been chaixe<i that tlui Standar<l Oil Company 
receives advantages from the railroads, e<|nivalent to rebates, through special privi¬ 
leges given to shijipers in tank cars over shippers in barreOs.’ 

It is true that for a year or tw'o after the pa.ssag(> of tlie inferstate-<tomnK*rce act, 
np to 1888, lower rates w'ere mmle per hundredweight on oil shippe<l in tank cars 
than on that in barrel.-^. The Intershite Commerct^ (bmmission nuule a ruling 
against the jjractice in 1888, and there is no evidence to slmw that it lias since con¬ 
tinued. This first decision di<l not forbid ('harglng for the weight of barrels them¬ 
selves, but a later ruling, made in 1891, held that the weight of barrels, like tJiat of 
tank cars, should Iw <lisregar<led. From this ruling, and from the award of damages 
later made on the basis of it, an ap|)eal was taken tlie courts, and the question has 
not yet l)een finally settled. Whatever the outeome of the case may l)e, there can 
be no claim that the Standard Oil Company roi^eived s]K‘cial disc-riminating rates in 
this jiarticular, a.s the same rates w’ere offered hi all shippers by tank cal's. 

It is, of course, true that the Standard Oil Company shi[>p(‘d far more by tanks than 
did any other shipper, but it is likewise true that the Standani Oil Company Bhi|>})ed 
also more by barrels than any other shipper, and Mr. J*age intimates that the largest 
part of its shipments, if one takes into ae'coiint tlie final distribution of the oil to the 
(consumer, is by barrels. Whatever the truth may be with regard to the advantages 
derived by the Standard Oil Company through this method of shipping, it can hardly 
be charged that the company was receiving any discriminating rates that were illegal, 
inasmuch as all shipjiers were treated alike, including even Mr. Rice himself, who 

>Lee,i».292; Davis,p.362; Phillips,p.GOD Westgato,p.it72; ArdiboJd, pp.6jD-528; Page,p.778; lltK'kc- 
feller, p. 

“Rice, p. 721 ] Page, p. 769. 

^Lce, pp. 268, 292; Davis, p. 359; Monnett, p. 323; Rice, pp. 699, 700. 

<Archbol(l, p. 616. 

6 Page, pp. 756-759. 

®I^e,p.287; Emery, pp. 634,635; Archbold, p.516» 

^ Rice, pp. 711,715,749; Lee, p. 287; Lockwood, p. 388; Emery, p. 636. 



RKVIEW OF EVIDENCE. 


27 


makes the most emphatic clmrge. Mon^iver, tlie witnesses of the Stamlani argue 
with oonsideraljle force that payirrent of freight on the weight of the barrels is no 
more than just.‘ 

5. Chamjea in ratex.—U was charged further by Mr. Rice ^ that the raih'oads, particu¬ 
larly in through shipments from Chicago to California, have at times made changes 
in their Hidiedule rates after giving notice to the Standard Oil Company, and indeed by 
the instigation of that company, thus enabling the Standard to stock np while the 
freight rates were low, and in that way avoi<l the payment of tlie higher rates which 
its opponents, not knowing of tin* int(‘]id(?<l cliange, were <!ompclleil to pay. Mr. 
Rice submitted a series of letters aiui telegrams between otticers of the railroEuls and 
the Standard Oil Company, date<l during 188K, which continns this statement. Mr. 
Page,'^ in i^plyitig to Mr. Rice, detiies any knowledge of the case eite<l, but makes 
the assertion that since 1891, at any rate, the freight rates to the Pacific, coast have 
remained absolutely unchanged, so that this custojn has not existecl since tlmt year. 

8. —Several of the vvitnewes were of tlie opinion tliat nnderhilling of 

Standard'Oil Com|)any shipments w'as a frequent practice, the tank cars being often, or 
in the case of soim^ roads, uniformly bilked at tlie minimum weight of 24,000 pounds, 
instead of the actual weight <h‘iM'n<ling u])on the ca{>acity of the car, which in many 
cast‘s would amount to more than 40,000 pounds. Mr. Westgate claimed that he had 
seen 8 freight receipts for shipments of tanks from Olean, N. Y., at the 24,000-poimd 
rate, when tlu* true cliargci would have been on from 44,000 to 46,(MX) pounds for eiu-h 
tank. He was, however, unable to yjroduce the freight receipts themselves, sothatthe 
numbers could be secured and the iuvestigatien made directly. Mr. Archl»M denied 
these statememts and produced affidavits froin the gemwal freight agents of the two 
railroa.ds reaching Olean that shipments laid not Ix'-en underhilled for the Standard 
Oil Company fr<mi Olean, but tliat tin* company bad invariably paid full rates as 
determined by the Tank Gauge Handbook.^ 

It was charged by Mr. RiccA that shipnu'uts of naplitha had bc‘en made from Bos¬ 
ton to Newport over the New York, New Haven and Hartford Railroad, during the 
year 1897, when the tank cars had been billed at 24,000 pounds instead of at their 
proper weiglit. The statement was further made that the facts as asserted had l)een 
proved before tlie Interstate Commerce* Commission. .Mr. Page went into tliis case 
in <letail. In tlie t(*stimony taken before the Interstate ('ommerce Commission it was 
{>rove«l tliat out of 16 cars shij)ped 7 hail l>eeii underbilled. The statement was 
upheld by the testimony of railroad officials them.st4ves that the und(*rbilling wavS not 
at the instance of the Standard Oil (kanpaiiy, but was made by mistake of the railroad 
agents, the proper charge Udiig afterwar<ls made and promptly paid by the Standard 
Oil Company. One case of an overcharge in rate was also shown, which overcharge 
had to be refunded to tlie Standard. 

The evidence seems to Ixi to the (.-ffect that on none of tliese roads was any advan¬ 
tage granted to tlie Standard Oil Company in the way «>( nnderbilling on interstate 
shipments, except by the errors described. Witneases, how^ever, either admitted or 
refused to deny sjwcifically that the Standard Oil Company sometimes, perhaps reg¬ 
ularly, have <ar8 bilU*<l at 24,(X)0 |xiunds over the Boston an<l Albany roa<l when the 
shipments are entirely within the State of Massacjhusetts.® 

7. J>iMrimin(itlom in Canada.—it seems to have lieen established by the testimony 
of Mr. (thU ’ that in Canaila spe(4al local discriiriinations lietween Canadian and Amer¬ 
ican oil over the same routes have hmnx made within the last year or two. Mr. Gall 
claims that this is in favor of the Standard Oil Company, inasmuch as that company 
has Isiught up the Cantulian refineries and thus gets an ail vantage from supplying the 
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Canadian market with Canadian oil instead of American oil. Mr. Archbold'and 
Mr. Page' did not deny that these discriminating rates were made, nor did they make 
clear the extent of the control which the Standard Oil Ooiniwiny has of the refining 
interests in Canada, nor the relation of the Standard Oil Company to the railroads. 
These conspi(mous Iwal discriminations have Ijcen ordered discontinued by the Cana¬ 
dian government. It is shown also by several witnesses that the freight rates on oil 
exported from the United .States into Canada have been very decidedly increa.sed 
within the lasf year." Mr. Gall claims that this is in the intereat of the Standard Oil 
Comi)any for the reasoirs before given. 

Mr. Page,* in reply, claims that the Standard Oil Company ha^paid these advanced 
rates, and that it is by all (xlds the largest shipper into Canada, and, furthermore, 
that the shipments of thq Standard Oil Company into Cana<ta have inergased since 
the increased freight rates went into effect. The witne.<«e8 on this point do not seem 
exactly to have joined issue, and the advanhtge or disadviuitage which the Standard 
Oil Company receives in these freight rates is not clearly brought out. 

8. Agreements between pipe lines and railroads .—The oiiponcnts of the Standai'd 
Oil Company claim further that, owing to agreements whiidi exist Iwtween the rail¬ 
roads and the pi])e lines in which the Staralard Oil Company has controlling inter¬ 
est, the Standard Oil Company is benetiteil. By siu'h agn’enients fndght rates an? 
kept fully as high as pipe-line charges, and the latter, it is claimed by opponents of 
the Standard, are several times greater than the actual (?ost of transportation in pi|)e 
lines. The Standard thus gains an advantage on its own oil tninsported through 
pipe lines.® 

The agreement regarding which most was said was furnished in detail by Mr. 
Archbold, and will be found on page fitiS, in connection with Mr. Emery’s testimony. 

9. Location of refineries .—There am be no fpicstion from the t(?stimony, but that 
the Standard Oil Company in certain sections of the country, particularly in New 
England, receives decided advantage.s from the location of its retineries in or near 
those sections. The more distant location of inde])endeut reliners places them at a 
disadvantage, while in certain ca.ses at least the railroads refuse? to give the shipieers 
into that territory through rates on ])etroleum, such as are granteil on almost every 
other kind of freight, but comi»l shipjeers of petroleum to pay the arbitrary local 
rates. 

For example, shippers of goods from Titusville, Pa., to points in V'ennont, Rhode 
Island, Connecticut, and other New England .States, on most articles pay Boston 
rates; on petroleum the rate is arbitrary, a local rate Iteing ailded to the through rate. 
In consequence refiners of petroleum in Titusville and Brailford, Pa., and other 
places, find it impossible to shii) oil to such points as they think they could easily 
reach, provided Boston rates obtained. The Standard Oil Company, on the other 
hand, by shipping its oil into this territory from its refineries on the seaboard, either 
directly by rail or by tank steamers and rail, pays lower rates and in this way is 
enabled to control the oil market in that whole territory. 

A somewhat similar condition of affairs seems to exist as regards the freight rates 
on Standard Oil shipments from its large refinery at Whiting, near Chicago, to south¬ 
ern and western points, as compared with rates from Cleveland and other points some¬ 
what farther east. It is not claimed by anyone that the railroads in making these 
rates are doing anything illegal, or that the Standard Oil Company is receiving any 
illegal advantage. It pays exactly the same rates as its competitors pay when they 
make shipments in the same way; its only advantage comes from the fact that, con¬ 
sidering the way the tariffs are made up, its refineries are more favorably situated. 
When one considers the way in which the railroarls make up their freight schedules, 
naturally the opponents of the Standard Oil Company think they are arranged with 
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special reference to the Standard Oil Company’s interests. The Standard Oil Com¬ 
pany certainly gains from this custom of the railroad companies, in refusing to give 
through rates.' 

10. It is charged that railroads again favor the Standard Oil Company by rules 
regarding the stopjiage of tank cars at certain places for the distribution of their 
contents without payment of local rates, by the special rates that are charged upon 
tanks filled with oil which are intended as permanent stations, and other similar 
arrangements. The.se charges are marie especially by Mr. Rice,' and are replied to 
in part by Mr. Page." 

EFFECTS OF COMBINATIONS ON LABOR. 

1. A'lnpfw/wo'/it.—Several of the witnesses who have appeared before the Commis¬ 
sion say that one effecd of the combinations is to les.sen the cost of production by les¬ 
sening tile mmilier of laborers needed in certain departments. 

The witness who was most insistent upon this view, Mr. Dowe, president of the 
Commercial Travelers’ National I.wague, estimated that large numbers of commercial 
travelers were out of work, owing to the new methoils of business adopteil by the 
comliinations, and that many more had had their wages liecidedly lessened. The 
lack of comiK'tition brought about by llie combinations had made it, in bis jndg- 
meiit, possible to employ a le.ss .skilled class of commercial travelers than was renuired 
under tbi‘ former competitive system, as well as greatly to diminish the number. 
He believes common workmen are also displae'cd by combination. 

(fiber witne.sses, heads of industrial com bination,s, agreed with .Mr. Dow'e in j)art. 
.Mr. Bradley, mie of the directors of the Distilling Company of America, thought 
there was a decideil lessening in the numlaw of salesmen; his combination will be 
able to dispmise with about 1100 altogether.' Others, like Mr. Clarke," were of the 
oiiinion that few employees had Is’cn discharged as a consei|nence of the combination; 
and that in all probability had the combination not been formed an equal number, or 
perliajis more, would have bi'en discharged on account of the failures that certainly 
would have resulteil from the competitive system. In the whisky bu.sine.ss, however, 
both Mr. Clarke and .Mr. Rice" testified that common labor is, relatively speaking, 
an unimportant factor. 

Mr. Cates, of the American Steel and Wire Company, testified that it had dis- 
lienwid with the services of all but 15 or 20 out of 200 or 1100 traveling men, as well 
as with those of about 50 per cent of its high-priced men—superintendents, offi¬ 
cers, etc.' 

While Mr. Lee was inclined to believe that the closing of refineries by the Standard 
Oil Company has worked, on the whole, against the interest of the workingman," ho 
nevcrthele.s8 agreed with practically all tfie other witnesses who gave evidence on 
this point that the Standard Oil Company pays good wages and gives steady employ¬ 
ment to its men. Mr. Archbold, of the Standard Oil Company, said that he was a 
lieliever in combinations of lalair, as he was in combinations of capital, and thought 
that the interests of the two were not opposed." 

In the sugar combination not many men, though possibly a few, have been thrown 
out by the absorption of competing refineries, and those remaining have received, on 
the whole, probably better wages than liefore.'" 

The oflicere of several of the large combinations, particularly those in the iron and 
steel industries, testitiid that there had laien no lessening, but rather, owing to the 
great demand for the product, with the consequent enlarged output, a decidexf increase 
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of the nunil)er of laboren^ employed in the ordinary hranehes of the husijiesH, On 
the other hand, the aervie(!s of presidents, superintendents, and other high otficiala of 
the individual plants had l>een dispens'd with when tlie combination waa fornunl. 
Judge (lary, president of the Federal Steel (Vanpany,' testitied to this saving, as did 
also Chairman Gates, of the American Steel and Wire C/omiJany,-* President (-Juthrie, 
of the Amerii‘an Steel Ht)oi) Company,^ ami others. 

2. WiKjeii .—On the other liand, thest‘men state that in the steel manufacture ami its 
allied industries tlieix* has been a very d(M‘i<le<l iiuTeast*, both in the iiumlx^r of men 
employed and in the mtiis of wagt's, siiu^e the formation of these corporations. For 
example, the Tin Plate Com])any has advanced the* wages of Us emjdoyees from 15 
or 20 per cent npwanl, some h'w of the men recei\ing advances as high as 50 per 
cent.* Mr. Ueid furnished details of Wiiges for some yeai*s tending to contirm his 
stati-nuaits. In the Nuti(U)al Steel Company wages hav(* a<lvan(*ed from 15 to 20 j>er 
cent,'* while tlu^ Ameri(ran Stei'l and Wire Company has advaneed wages, on the 
average, perhaps 40 ])er cent, and is em[)loying from .‘10 to 40 |)er (-(‘nt more lHl>or. 

In the Federal Steel Company also there has l)een average incrt‘as(‘ of some 11 per 
cent, common labor la'ing advanced about 10 }>er cent, while high olHc(*i's and clerks 
at hea<l(|uarters have had their pay lessened more than 0 per cent. President Gary 
furnished a tal)le sliowing a<lvances in wag(*s in the different clji.sses(»f einjJoyment, as 
well a.s the increased num})(*r(*m{>loycd.'’ The American Steel Hoop (V)nn»any had also 
advanced wages from 15 t(> 25 per cent.' It sfionld be remenibereil, in connection 
with all of the.se steel companies, that there has l>een a very decich**! improvement in 
business (hiring the last yeai* or two, and [trices as well as wag(*s have tfn^nJcjregone 
up enormously. Part of the increase in certain cases is in fact to Ik*, exjilained by 
the operation of the sliding-scale system, although tlu* base )>nces of the scales have 
also been Hdvanc<‘d. 

Mr. Grithtbs, while recognizing that there ha.® been an a<lvance of wages by the 
American Tin Plate Company, testitied that the feeling among the laliorers was not 
at all in favor of the comlnnation. While the workingmen knew that tlrerv had lieen 
.some increase, in their wages, ifiey ft'lt that on the whole they were more within the 
power of theiremployers tiran before. Some of the |»lants wei'e cb>sed down, fora time 
at least, early in the winter bSPU-piOO, and the men helii'ved that the formation of 
the comlrination would help the emjdoycrs in anattiinjrt to lower wages in H)00. He 
based these statements largely on a letter from om* of the workingmen enijiloyod by 
the Ameriean Tin Plate (^nnpany.'* Mr. Greer, the district snj)crintendcnt of the 
American Tin Plate (bmpany for the New Castle district, explained the n'asons for 
the closing of the plants tem|)o?"arily, and denied generally the statements of Mr. 
Grilfiths.** 

The opinion was generai that when ]>lants were elosi'd in any industry there might 
and prol.wihly would l)e at least a temporarv displactment of lalior, though in many 
cases men would lie simjdy transferred to other establishnit*nts. 

In the ease of the International Silver Comjuuiy, the workingmen haveal.^o reihived 
an advaiM-e in wage.s since tlie cmrilmuilion of from 5 to 10 percent.; there are no 
unions among the men empl(»yed in its estahhshment.s and the employees are dealt 
with individually. Many of the lalM)rers are fairly well off, being twrmanent resi¬ 
dents the ])la(X‘ where the works aie established and owning their own homes.’® 

3. TjCthor myuuzutionH .—Nearly all of the combinations whosc^ reprt‘H(‘ntativ(*s 
ap}x*ared Ijcfore the Comnjis.sion manifest no hostility to labor organizations, but 
are on the whole inclined to favor them. As has lieeii said, the Standard Oil Com- 
])any believes in trade union.®. The National St(?el Co!n[)any, the American iStecI 

M’agcsiw;}, ay]. Hei.s. p. y-Ki. «Pug-s yo4-y()7. 

■-Page 10:]0. opngeyy!. Pages‘.♦24,92R. 92y. 

•* Pago U-M. Miutl.rie. |i. y;>5. D«kUI, pp. 1052,1050; Watrous, pp. 

<Gmliam, p. Keid, pp. H(iy-S74. IlXiO. 



REVIEW OF EVIDENCE. 


31 


Hoop Coinp^iJ'y* tho Anieri(^an Tin Date Company, ami the Federal Stwl Coni- 
j>aiiy all employ union lal>or largely, altliongh not exeliinively. Tliey deal regu- 
larlv with the Amalgamated Ansoeiation of Iron, Sh‘el, and Tin Workers, and pay 
aa a rule to the nonunion men wagiss that are substantially based n|)on the Amalga- 
inahid scale. * 

('Imirman Cates, of the American Steel and Wire (Company, asserted that his com¬ 
pany <li<l not r(‘eognize union lalx)ra.s such, althougli it employs large numbers of 
men belonging to the Ainalgamatod Assoi-iation. The various employee mcKit with 
committees of the !nen to agree upon rates of wages, hut do not deal with the unions 
as such. In all of their estahlisliments they expe(d to pay good mtes; those which 
prevail in tiie locality for those grades of lahor.^ 

Some 4 if the witnesses were of opinion that in cas(.' of a conllict between employers 
and emj)loyees the large organization would have a decidtsi a<]vantag(‘ by virtue of 
its great w<‘alth, perliaps chietly from the fact that liaving a number of estahlisli- 
ments in different sections of the country it would he possible to cl(»se two or three 
without materially affecting the pros])erity of the organization.^ 

The great combination might also, If it controlled practically all of the estahlisli- 
inents in tlie <‘ountry, carry out an effectual boycott against indiviflual employees wlio 
had opposed its policy.^ 

Ins<tme(»f the testimony that has hemi given before the Industrial Comtnission 
in other lines of investigation, leaders of lah<ir organizations have testitie<l that they 
do md f<‘ar the industrial eoinhinations on the ground that lias been mentioned, hut 
that they believe tliat the unions are ahh' to Iiol«l their own as effeetnally against the 
combinations as they e<»iild against the iiulividua! employers. Tliey are further of 
thei>pinion that if the (“omliinations are alile, by virtue of their savings, to increase 
the profits of tInCndlistrv, tlie laborers can perhaps, by pressure, maintain or increase 
their wages (piite as readily as lad'ore tlie combinations were made. On this subject 
more testimony is expected. 

iS'/WIvx —Tlie testimony is jiractically universal that the combinations have had 
little or no trouble In the way of strikc.s,-* although Mr. Oritilths testitiesas reganls the 
tin-plate workers that they liave been <lissatislie<l,* ami tliat there has been some 
tendem-y at least towanl strikes. 

SOCIAL lOKFi-XITS OF COMlllNATIONS. 

Tlie op|)onents of tlie large industrial comhiiiatioiis believe that one of the mo.st 
injnrions effects to the i-omdry from such organizations is tliat peojile are deprivrxl 
thereby of the opjiortmiitii^s for imlependent management of Imsiness enterprises, 
and that in <-oiise<iuenee the mental and moral (iher of the eommmiity is weakened!.^ 
Even witnesses who assert that comliinations in certain lines of industry are on the 
whole julvanlageous and desirabl(‘ speak with not a little feeling on this evil effect 
of them.^ 

Witnesses on the other side, however, Ix'Iieve that under the combinations there 
is every op}>ortuuity for individual initiative ami iudeiiendent aetivity that could 
lie found outside the combinations, while the benetils in the way of greater linancial 
profits, gr<‘ater stability of hnsiness comlitions, and potcjitial lowering of jirices 
would, at any rate in tlie long run, more than comjiensate for any jiossihle disadvan¬ 
tage tliat might aris('. Attention is called to tho fa(*t that when the (‘oniliinationa are 
effected, men well advanced in years, who would perhaps timl it ditlicult to withdraw 
from business under other circumstances, st'ize the opportunity to withdraw from 
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active managemant of affairs, while younger men of greater energy, who are glad to 
take up the burden, arc put in their stead. Tlie fact that the combination ia man¬ 
aged by a board of directors mostly made up of men themselves actively engaged in 
the business, while the superintendente in charge of the separate plants, often their 
fonuer owners, have large discretionary powers and responsibility, seems to these 
witnesses to show that there is no lattk of incentive to individual activity or possi¬ 
bility of weakened individual judgment.’ 

The power wind) such combinations exert over persons whom they supply with 
goods or who are ir. any way dependent upon them brings out in a somewhat start¬ 
ling light this social effect. As laborers have, it is said, ^ften been coerced by 
employers upon whom they were dc[)endent, so someiiersons feared to give evidence 
or to let it la‘ publudy known that they objected to the methods of business of some 
of the trusts, lest thej' l)e driven out of busines.s by them.’ 

SUMMARY OF ADN'ANTAGES AND EVILS. 

I. ADVANTAGES. 

Those who advocate the formation of large industrial combinations claim that they 
possess over the system of production on a smaller scale by competing )dants tin! fol¬ 
lowing advantages: 

I. Uoncfiitmb'o)).—By dosing individual i>lants less favorably located or less well 
equipped and coiicentratiiig production into the best jdants most favorably located a 
great saving can be effected, both in the amount of capital nece.s.siiry for the production 
of a given product ami the amount (if labor reiiuired.’ 

Another advantage of the concentration of industry is that the plants which are 
kept employed can lie run at their full caiiacity instead of at part ca|iacity, and can 
largely be run continuously instead of intermittently, so far as the combination hap- 
Iiens to control the larger part of the entire ont[mt—a material source of saving in 
certain lines of industry.* \ still further advantage of this concentnition comes in 
the selling of the pnxluct, from the fact that customers, being always sure of ready 
supply whenever it is wanted, more willingly buy from the large firoducer, and that 
there i.s le.ss loss from bad debt.s“. Thi.s readiness to buy from trusts, however, ia 
denied, some witnesses liolding that dealers jircfer to buy from indejiendent pro¬ 
ducers.* 

In certain lines of industry much greater economy can be practiced, esjiecially in 
the way of using by-prtslucts to better advantage in a large establishment than in a 
small one. Much difference of opinion exists among witnesses in most lines of industry 
as to the size of plant that can .secure the most economical division of labor and use 
of by-products, withotit making arlfspiate supervision too difficult.’ 

2. FVcip/its.—Where the prtHluct ia Indky, so that the freight forms an easential ele¬ 
ment of the cost, much can be saved by an organization which has plants established 
at favorable locations in different sections of the country .s(( that purchasers tan be 
supplied from nearest plants, thus saving the cross freights, which, of course, must 
be paid where customers are supplied from single competing plants." 

3. Pitlaili and hrnmU .—Where different establishments, selling separate brands, 
are brought together into one condonation, the use of each brand being made 

’Guthrie, p. 9,>t: Keld, p. 877; Gary, p. 983; Tlmrber, p. 18; (tree., p. 926,929. 
s Griffiths, p. 893. 

’McNulta, pp. 203, 216; Rice, p. 832; Cllarkc, pp. 170, lay 190; Havemeyer, p. 110; Dfwld, pp. 1019,1060; 
S.C.T.Dodd, p. 798; Thurber, p. 5. 

•Havemeyer, pp. 109,110; Doscher, p. 99; Bradley, p. SIO; Luyties, pp, 2M, 285. 

* Gates, pp. 1024, 1030. 

(’Ccuk, p. 245; Luyties, p. 2,53; Clarke, p. 184. 

’ Doscher. pp. 88-91; Reid, p.877; Griffiths, 915; Lee, p, 294. * 

«Reld, p. 877; Graham, p, 850; Havemeyer, p. 110; Page, p. 788; Tayl(jr, p. 942; Gates, p. 1030. 
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coiiuiion to all, a jjreat saving is often (?ffe(^te<l, siiu'e the most successful can be mon; 
efficiently exjffinted. 

The control also of substantially all ))atents in one line of in<histry soinetiinea 
enables the combination to secure a monopoly which it could not otherwise secured 

4. SiDijie great completejiess ami simplicity of the operation of a 

single great c(jrporation or trust is also a source of saving. Whori^ (‘}U‘h of the different 
establishments which are unite<l ha<l before a president, a conifdete set of officers, and a 
separate ollice force, the combined estahlishment ne(‘d have but its one set of chief 
officers, and sulmrdiimtesat lesser salaries may take the places of the lieadsof separate 
estaldishments. In this way a material saving is often made in the salaries of the 
higher otliiials; whilcaconsidei'uhle re<hiction of the total office force is also possible. 
It is likewis(^ true that this same form of oiganization enables one set of tniveling 
salesmen to sell all of the hrainls or all classes of goods for th<‘ separate establish¬ 
ments, and in that way imudi labor is saved. This is consi<h‘re<l a great saving from 
the standpoint of the piYxUicer and consumer, hnt is likewise naturally considercxl an 
evil fnan the i)oint of view of those wlu) are thus thrown out of work.''^ 

The more complete organizations also will distrilmte the work among the <lifferent 
plants ill such a way that to each is given the particular kind of jiroduct for whicli it 
is spt'cially adapted, and in many (‘ases changes in machinery and changes of work¬ 
men from onekind of product to another are avoidtMl, a source often of great saving.-^ 

5. Skilini -Thv bringing into eoojieration of loading men from the 

separate (establishmeiits, eacli having different elements of skill and (‘xperience, 
makes it possilile to apply to the business the aggregate ability (d all, a factor 
in many instam-es doubtless of great advantage.' some degree there may he 
a limw specialization of lni.'<iness ability, eacli man being ]>laced at the head of 
the dejiarlment for which lie is specially littetl, thus giving, of oonrse, the most skilled 
management ]iossible to the entire industry, whereas liefore the combination was: 
effected only a comimratively few of the leading estahlisliments would have maimgei'R 
of e<pial skill. 

Ihit tliis advantage, s<*me think, is limite<l. The <diief managers at the central 
odice are likely to he large stockholders, and thus to have a .strong direct inton'st in 
the success of the enterprise. This may hold also of many of the snp(‘rintendents of 
departments. Hnt othei’s will he hired managers, ami, it is claimed, a hired superin¬ 
tendent will not take the same interc*st in the estahlishment or he able to exert the 
smne intelligent control as the owner of a comparatively small establishment. ]\Iore- 
over, minute su])ervision can not well lie exercistxl in a very largi^ eomhination." 

0. E.rpoi't iro<h ’.—Tile control of laigt* cajiital also, it is asserteil, cnaliles the export 
tra<le to he developeil to much greater advantage than could he done by smaller 
e.'^tahlishments with less wealth at their disposal. 


Among the evils of the great combinations those mo.st freipieiUly mentioned are: 

]. 7‘Jmploi/ceii (.{ixcfiorff<’<l —When different estahlishnumts C(»nu‘together into one, 
it is often the ca.se t hat certain cla.Hsesof employees are needed in much less numljers 
than by the imlependent plants. This is specially true in the case of commercial 
travelers, and, also, p(>rhai\s in the case of superintendents and clerks in the offices. 
While this is gem*rally admitted, it is considered by many to he an inevitable condi- 

’Oates, p. 1(131; DmM, pp. l(M‘l, 1050: .S. C. T. DrxM, p. 708; Rotors, ]>p. 1070,1073. 

■-Brjuiley. pp. S2y. 8.31; Gary, pp. m, 991; Giitlirio, pp. 953,954: GiUe-s, p. 10:10. 

»Gutlirio. P. Reia. p. 877. 
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tion of progress and only a temporary Imrdship which, like that n^ulting from the 
introduction of a new machine, will ultimately result in a greater gainJ 

2. MethodJi of cominitiliim.—T\Mi large establishments, by cutting prices in certain 
localities, while maintaining the prict^s in the main, have a decided advantage over 
the smaller competitors whose market is limited to the one field in which the prices 
are cut, and consequent! yean often succeed in driving their rivals outof the business.'■* 

Connected with this method of conqa'tition is also the use of unfair methods, such 
as following up rivals’ customers, brihing emjdoyees of rivals to furnish information, 
etc. 

The sudden raising and lowering of prices by the combinations, without notice and 
apparently arbitrarily to em))arrjiss their opjx)nents, is also corfsidered a great evil. 

3. henwied priren.~\Vhon tluM'Oinbinations have suffii'ient strength, or for any 
reason get mono]>olistic control more or less complete, it is thought that they often 
raise prices above com])etitive nites, to the great detriment of the public. 

4. Spcadalioit and oi'etrap'didhatnni. —Another evil often (ihargcd against these 
newer combinations is that the promoter, by virtue of misrepresentations or by the 
concealment of material facts, is f>x*qncntly able to secure very lai^e profits for himself 
at the expense of (he peoj)le at laige who buy the sto<'ks, and that in this way undue 
Hj)eculation is emxmraged. 

Coi)necte<l with this evil which comes with the modern metb(Kl of promotion is that 
of overca{>italization. Stock is fiXMpuuitly issued to four or live, or even more, times 
the amount of the <*a«h vidue of the plants that are brought into tlie combinations. 
These stocks then placed ii})on the market go into tlu* liands of persons ignorant of 
the real value <if the j)r<)j)erty, who afterwards are likely to lose heavily. Pools are 
fjometirnes made to control the stock market, or other of tlie cojrimon ways of dis¬ 
posing of the stock by unfair method.® are (*mploye<l.^ 

At times also the ulficors and directors of the laige comlunations seem to have 
taken advantage of their inside knowledge of tin*, liusiness to speculate on the stock 
exchange in their own securities to the great <letriment of thi^ otlier shareholders.* 

5. Freight diwrhninationH .—Among the chief evils mentioned are those of freight 
discriminations in favor of the large companies, which many ass^'rt are the (4iief 
cause for the growth of the great combinations. 

6. Monopoly; Un mcial —The fact that an organization po.ssesses a i)raclical 

monopoly and can in that way direct its o}>enitions at the exp(*nse of its rivals, 
thereby preventing comjKqitors from coming intn the field, it is thought, takes away 
from the individual initiative of business men and ])reventH particularly the younger 
men from going into business independently. Tlie formerly inde|MUident liea<ls of 
establishments entering the combinations are also, it us siiid, reduced to the position 
of hire<i subordinates. By these mea?is, witnesses claim, the tru.®ts are in reality 
sapjung the courag(; and |)owcr of initiative of [>erhaj)s the most active and influential 
D)en in the community. This evil is denied by many of the members of the large 
corporations, who think that within Ihose corporations are found opportJiniti^is for 
the exercise of jmlgiuent an<l enterprise and tor rising in life which do not exist 
outside.® 

*Dowe. p. 27; Kdd, pp. 870. K77; Brii41f.v, pp. 829-821: Chirkc, pp. 184, 190; (lury, pp. 982, 991; 
Gates, l». 1030. 

sLee. pp. 266: Westgatc, pp. 20-V:i70; Ux-kwood, p. 402; Kmcry, pji. f)21H>22: Momictl, i». 317; 
Arc'hbold, pp. .')0!)-.‘)70: Page. p. 792; Mntlu v/x, p. W,. 

^Dlll, p. 1080; Dodd, pp. 1068, ICKK), 1001; Hogers, p. 10(i7: Myers, p. U;W: Dos I'nssos, p. 1100; Slelsmi, 
p. 976: Thurber, p. 20. 
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REMEDIES. ‘ 

1 . Ijet'Cilone poii(, 7 /.—Several of the witnesses are of the opinion that any evils 
connected with the industrial combinations will l)e remedied in the ordinary course 
of Imsint^fi, and that any attempt at regulation by law would be likely to result in 
more harm than goixl. Competition, either active or potential, is believed by these 
witnesses to be a Hufficient preventive of monopoly and extortionate prices, while 
stockholders and investors are believed to he already sufficiently protected by statute 
and common law', esi>ecially in view of the fact that the JState can not guarantee to 
these iwrsons immunity from carelessness and ignorance on their own part. It is also 
urged that, under tlie common law alone, the courts have always hold as illegal any 
monopoly or combination distinctly shown to be in restraint of trade. 

While making this general expression of opinion, some of these w'itnesses after¬ 
wards admitted that certain measures tending toward giving the public, and ))articu- 
larly the stockholders, more information regarding the nature of the business might 
1)0 advisable.' 

2. Dlrirt mppremou of nwnopolktic. coinhliKttUms^. —A few witnesses are inclined to 
favor the more general enactnumt of statutes along the lines of those already adopteni 
by numerous States, dire(-*tly prohibiting the tran.saction of bii.^incss by (*ombinations 
st‘(‘king to restrain tra<le or to control prices. Some witnesses believe* that the present 
statutes, in reganl to the State.s where they have been enaettfd, in conjunction with 
the national antitrust law of 1890, and the interstate <*ommere(* law, would, if vigor¬ 
ously (‘uforeed, he all the legislation neot'ssary.^ 

I’cThaps a greater number of witnesses, however, directly expressed themselves 
as opp(>se<l to so-called “antitrust” legislation, while others distinctly imply a simi¬ 
lar opp»)silion. These witnesses, including some opponents of individual combina¬ 
tions, as well as lawyei's, hold that combination is a natural ovitgrowth of modern 
conditions, and that it is jinu'tieaily impossible to suppress it. Tf any legislation is 
needed, it should be in the form of regulation and publicity only.' 

X I’rohihilton of dvatmcfirn vomptiiilon. —Tw'o or three witness(*s testifying in oppo¬ 
sition to the Standard Oil Company advocate legislation to prohibit “destructive 
eom])etition.” The witnesses have in mind especially ‘he cutting of prices in local 
markets, whih* retaining theTu at high figures in other parts of the country. A require- 
numt that, freight rates being considered, prices should be made uniform in all 
markets is advocated. It is also suggested that general enttiug of prices below actual 
(‘ost of production for the purpose of driving out competitors should, perhap.«, be pro- 
hibite<l. No criticism upon these suggestions is offerwl directly by other witnesses.* 
In eonneetlon with this Senator Lee a<lvocate<l limiting capitalization.^ 

4. J*uht!<-it;f. —Many of the witnesses, including even representatives of combina¬ 
tions, are of the opinion that a much greater publicity regarfling the affairs of such 
combinations than is now customary would ten<l to ivmove many of the evils. As 
regards the general public, the knowledge thus sanire<l would avail to prevent the 
maintenarice of extortionate prices as well as unfair methods and conditions of oom|.>e- 
tition. •Stockholders and investors would also be pnitoctiMl against abuses by pro¬ 
moters and officers of corporations. 

How this publicity sliouid be brought about and the degree to which it should 
extend is a matter upon which no general agreeiuent existed among the witnesses, 
yome ar(‘ inclined to think that it would be w'i^^ if somewhat detailed balance sheets 

' Dos l»a.sHOH, pp. 1140-1IW; Stetson, pp. 072, 973, 980; Clarke, p. 187; ThurlKT. pp. li, 14; Smith, pp. 68-70, 
2Dowe, pp. 28 , IJC; MeNulta, p. 237; Rice, pp. 730, 746; Allen, pp. ll'rj-llOT. 
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of the a<!Counts of the lar^^er eoinhiiiation.s could ho inado imhlic. Moi-e of the wit¬ 
nesses, including especially lawyers and otlii'crs of corpomtitnis, seem rather of the 
opinion that when the cor])()ration is tii-st or;raniz<‘d th».^ details regarding Us organizii- 
tion, the values at which plants ami other prnj)erty are taken in, the profits of the 
promoters, etc., shouhl he inath' jaihlic. After the corporation has been engaged in 
business, however, while the details of its management should he made known with 
considerable fullness to the stockholders, the outside [Uihlic should be given little 
more information than at present, lest thereby coinjaititors may secure an advantage. 

Many of the witnes.<es iielieve that pul)li(*ity, if })roperly establislu'd and enfurce<I, 
wouhl prove a very elHeient remedy. Others think that, wlijle it might he use¬ 
ful, it would not ahuie he .‘iutlieient. At least one of the witnesses is of the opinion 
that this jmhlieity sliould he enf<tree<i upon all jmblie corporations, such as railways, 
street railways, etc., hut not np(»n ordinary manufacturing or mercantile corporations.^ 

Strong differences of opinioii exist aimaig the different witnesses as to whether 
legislation along any of tin* linos snggeshsl, or additional legislation, should ho by 
the individual States or by the Tisleral (iovernujent. The witnesses also disagree 
as to the constitnlionality of various forms of li'gislation, both in the case of the States 
and in theeasc»tf the Federal ( lovernment. Some witnesses were of the opinion that 
State legislation wouM In.? of little se)'vic<* unless pra(ii<*ally all of thi* Stat(‘s adopti'd 
unif(>rm law.s, and this is (‘onsi<Ier(‘d an impossibility. Others stnun to think tfiat 
legislation, even by a few of the Stab's, if of the rigfit kind, wouhl l)e very useful. 
Tlu'ro is perhaps, liowever, a rather general (expression of opinion among tliose who 
favor any legi.dation at all that Federal legislation, if ('(m.^titutioiial, is de8iral)le, at 
least to snj>plementState legislation as to eombinalions, if not, perhaps, to take entires 
jurisdiction regarding them. 

5. SUife It’f/ishlioii. —The chief sfK'cilic suggcsti<,tn.s regarding Slate legislation wen':’'' 

(a) The e}assjti(“ation of corjxn-atiojis slmuld lx* made much stricter than at prt's- 
ent, and each class should be conHned closely to the exen-ise of its sp(‘cif]ed ])owcrs. 

(/<) There should be strict insju'ction of corporations by State otliciuls, and jmlr 
licity should be enforc«‘:l (bnmgh rcjxirts. Tliis, of conr.'<c, applies primarily to action 
by the States as regards their own domestic corponitions. (Sc(; also above, under 
Uublicity.) 

(c) Oombijtations, in whatever form (even if it be that of a singh' corporation), 
between different (Wponitions, wheix^ moimpolistic intent c.an he shown, should l)e 
prohibited. (Sec also a1)ovc, under Sn](})res.don,) 

(d) Foreign corporations should b(* forbidden by (xich Statt* to do Imsines.s within 
ite l>orders unh'ss conforming to its laws. Ah to this last sugg('stion, the p(>w(‘i‘s of 
Stahls over foreign corjiorations, so far as their int(^r.slale business is concerned, would 
Ixi very limited. It appears that the courts would be be likely to liold that the 
State.s W'ould rwjuire a s[)ecial authorization from Congress to enable them to act 
w itlj any c«mside!‘ahle effectiveness in this regard, even if the power could be secured 
in that way.® 

G. Federal legtshiliim —The lines of Federal legislation sugge'stesl fall mainly nndi'r 
the following heads: 

('/) Creation of Federal corporations under strict Fe<h^ral laws. Home would favor 
incorporation under Federal laws only in ca.'^e of very larg(! corj>orati()ns, while 
from the legal fetiindi)oint smne others wonld fix the distinction between Statt? and 
Federal corporations along the line of commerce within tlie Stab's as distinguished 
from interstate commerce. The repn'sentati ve« of ('ombinations favoring such Federal 

J I^ee, p. 29(*: Luytle.<<, p. 2.^; Thurfjor, pp. 35, KJ.gO; IIiiveraey«T, pp, 123,Gjiry, pp. 1001,1002; 
Dos Passfw.pp. 1162-1170.1176,1177; Stetson, pp. 97.5,OSO; Moore, pp, 964,966; DilI,pp.J0H2,10s:{; King.pp. 
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laws consider that one of their chief atlvantaj^es would he to prevent unwarranted 
interference with tfie business of the corporations by individual States. Some of the 
witnesses, however, consider that the creation of Federal corporations would })e harm¬ 
ful jiH well as unconstitutional.’ 

(b) In connection with Fe^leral incorporation, ora])artfrom it, certain witnesses 
favor a consi^lerable degrt^ of regulation of corporations on the part of the Federal 
(loverninent. In this connection, piiblicity, through re]>ortsan<l inspection, is a<lvo- 
cated. A Bureau of Industry is suggi^sted by one witness, having p<jwer8 somewhat 
similar te> those of the InterstateComnutree Commission. The reports to be ma<le to 
this l)<>dy should he of such a nature as to di.sclose the condition of the business of the 
corporation, especially as to whether it possessed or was lik(*ly to acquire a monopoly 
or not.‘ 

(c) Slfi’mjihcu Interntatr ( hmnierci’ 0»n)iii»m})i. —Some of the witnesses complain of the 
inelTiciency of the Interstate Commerce* (Vmnnission. Othei's urge that it l)e given 
greater power, even judicial power, and that pooling among railroa<ls be permitted 
under its supervision. KsjH'cially is it re<‘ommeinled In the testiinony taken before the 
suhcomtiiission on transportation that its hands he strengthened by giving it |x>w\‘rof 
audit of railway accounts, power of eiBbreing its decisions, etc., it being urged that 
in this way freight discriminations in favor of the large shippers, the combinations, 
could he pre\ (*nted. 

(d) Tw(* witnesses are inclined to the opinion that unless Congress in some way 
assumes full control of o<wporations the United States Covernment should remove, 
by specili(! act of Congress, the limitations which now an* likely to he laid by the 
courts, on the basis of tlie ?\‘<leral Constitution, iii)on tlie powers of the States over 
monopolistii'combinations, so far as their inteixtate business is concerned. It was 
thought, on the whole, that such an act of Congress would probably be upheld as 
constitutional by Ihe court.*^.^ 

(r ) lit’morn/ or/oj/yrh/f/rgVorf//’.— Several of the witnesses, though not objecting in the 
main to the |)riticj])lc of a protective tariff, were of the opinion Tliat in .'-•ome case.stlie 
tariff em-ouraged, or, even, as one said, was the chief cause of the trust. In such eases 
tliey tlioughl it sluaihl he lowered or abolished. Mr. Havemeyer expresseti himself 
most strongly in favor of a low horizontal tariff of not over 10 percent, while Mr. 
Bnynitsky pra[)osed that if tlieiv* were slK)\vn to Iwt a monopoly in any protected 
industry the Bresident might he empowered to lower the tariff on the products of 
Miat industry, by executive order, not, more than 20 per cent, nor for a longer period 
than tivi* veal's. 

(/) Ptum'H of Onojrm .—Much discussion was pnwnled before the CommLssion as 
to the eonstitntional powers of Congress to enact legislation along any of the lines 
alK)ve suggested. It is admitted tliat Oongi'e.s.s has exclusive control over interstate 
commerce, and the prepondemne<^ of opinion seems to be that it has power to create 
corporations to <‘arry on such commer<*e, although this is <lis]>nted. Congress is 
a<hnitt(*rl to liave no pow^r over purely maniifaetiiring corporations not engaged in 
interstate business. There is mucli doubt, however, as to the precise line where busi¬ 
ness ceiis(*s to be domestic and lK*comea interstate. Professor linffeut, at least, is 
inclined to think that the courts, even under the present Constitution, would uphold 
quite general control over the general Imsiness of cor^iorations carrying on a wide¬ 
spread business among the several States, on the ground that a laige portion, at least, 
of that business—perhaps most of it—is interstate in cliaracter. The control of that 
would i)raeti(‘ally control alb In this connection this witness suggests tliat Congress 
could probably constitutionally (compel vsu<;h large corporations to submit to Federal 

1 Thnrbcr, p. 16; Archbold, pp. 665, 680; Rogers, p. 58.6; Havemeyer. pp. 136-138; Gary, pp. 1000,1003; 
Gates, p. 1022: Pam, pp. 1037,1038; Myers, pp. 1133,1138; Hill, pp. 1087,1088; Moore, p. 965; Stetson, p. 
981; Do8l*a8so.s. pp. 1169-1161,1171: Allen, pp. 1194,1206,1209. 
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legislation, and perhaps to incorporate under Federal laws, by one of the three f 
lowing methods: 

(a) By forbidding the use of the mails to State corporations engaged in intersts 
commerce, especially so far as they aix: shown to lie monopolistic and therefore su 
ject to tho poli(X‘ power. 

(i) By levying a practically i)rohibitive tax iij)ou State corporations engaged 
interstate commerce, as has been <lone with note iasiics of State banks. Other wi 
nes«es suggest that the (loveriiment lan acipiire jurisdiction, in order to comiiel repor 
and publicity by imj,o.sing taxe.s, and some are inclined to suggest that these tax. 
Siiouiu oe maclo progressive. 

(c) I5y directly prohibiting State corporations from engaging in intorstate con 
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INDUSTRIAL COMBINATIONS AND PRICES. 


By Jeremiah W. Jenks. 


The effects of the iiidnstrial coniliinatioiis upon prices form certainly one of the 
Ix^Ht tests of their ascduhiess or disadvantage to society. Tlie iKipiilar impression 
seems to be that these combinations very greatly increase prices to the consinners. 
On the other hand, tlie trust managers and their adv(K*ates are in the habit of claim¬ 
ing that, owing to economies of management, the trusts lower prices to consumers, 
while at the sanu; time they ima’ease the wagtts of their employees. 

It is of conr.se companitively otusy by the selection of Htali.stics at certain chos<m 
periods to show eith(*r of these ri^sults. It has, in consequemx*, seemed wisest to 
se<‘nre as far as j)ossible average monthly prices of the leading raw materials and fin- 
isheil products of several of the laiger combinations for a series of years, and to plat 
these tm (‘harts in sucli a way that tlie relations at all times between the two can he 
most readily seen. Whenever it has been j)racticable, Knro}>eau prices have lieen 
compared with American, in order that the intluonce of the trust itself might more 
clearly be brought out. 

The differential or “margin” ladween tlie prhre of the raw materials and that of 
the finislied j)roduct sliould show, other tilings eipial, the cost of manufacture plus 
the protit. Unless one is somewhat gnardtKl, however, one is likely to reach false 
conclusions if this assumption is made witliout (jualifiimtion. In nearly all processes 
of manufacture there is a considerable element ot waste of raw material. As the ])rice 
of the niw material incr(*ases, the value of tliis waste is also correspondingly increastHl. 
In (tonstHiueiice. in order that tlie jirofits may be the sanm, the margin Ixitween the 
price of the raw material and tbat of the finished product should increase slightly 
with llie increase in priee of the raw aterial. Again, when the raw material has 
to Ik.^ held in large (luantities, so that it involves tin* investment of considerable 
capital, it can be readily seen that the intenist eliaige for carrying this raw material 
is not a little increased as the price of the raw inahTial rises. This, of (uiurse, is a 
factor of les.s importance than the other, but nevertheless is wortliy of consideration. 

So far as the manufuidure of wire rods and nails is eoncerned, the iie<tessity»of 
increase of margin as priiu rises is brought out clearly by Mr. dates in his testi¬ 
mony;* but the same fact holds with ivferem^e to tli(‘ manufacture of tin plate, 
<d wire and nails, and of rehned sugar from raw, as well as in most other lines of 
busim^Hs. Special attiuition will lie called to thj.s fact in the comment upon each indi¬ 
vidual chart. 

SUdAK.-' 

The lines on the chart represent standard raw and refined sugars in the United 
States, England, and derniany. For America raw sugar is represented hy 96° (cen¬ 
trifugal, and refined by granulated. The English raw sugai', Java Afloat, corre- 
yionds (cicsely with the American 96° centrifugal; but the hkiglish reflneil sugar, 
Tat(*’s (.’iihes, is a sixicial grade, which normally brings somewhat more than the 
regular price of granulated sugar—at times, probably, nearly half a cent more. Tlie 
consequence is that we shoulil expect the margin between the raw and refined in 
England to be somewhat greater than the American margin between 96° centrifu¬ 
gal and granulated. 


* Page 1008. 

cj from which the chart ha-s been made (vere taken from Willett and Gray’s Statistical 

Sugar Trade Journal as noted in the UiblcRon |>age8 40-14. In the .Journal Ktiglish and German price.*! 
weregivtm inHhlllingsnnd ponce per hundredweight of 112 pounds. They have hcen reduceti to cents 
per iM)imd in order that comparisoiis might be more rc'ndlly made, and the chart more easily platt^. 
1 he convenient rule for reduction given in the Journal of January 4.1900, from which the pric()8 of 
loreign sugars are taken, has been followed. 
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•J() THE (’OSfAfrSSION'.* - INDITSTKIAL COMBINATIONS. 

h—Comparatm (pioiaikm of mw and refined sugars in New York, 1SS0-'IS99. 


[From lYillett & Gray’s Weekly Statistical Sn^rar Trade JoJirnaJ, F(d). 8, l.sjw, for j)ri(‘es throug-h 

inter prices from Jourim) of Jan. 4. JlHXi.j 




1880. 



1881. 


1882. 


•JC.^ 

ceutrif- 

ugal. 

(iranii- 

lated, 

Dilfer- 

encc. 

9<)0 

centrif¬ 

ugal. 

(iranu- 

latcd. 

Differ¬ 

ence. 

90'^ 

eeiitrlf- 

ngfll. 

Ciranu- 

lated. 

Differ¬ 

ence. 


S. .V)(t 

y. .587 

J.0:i7 

8.421 

0.515 

1.094 

7.875 

9. :«>0 

1.42,5 

Febrnarv. 

S. 1H7 

<1.843 

1.1;50 

8.2*97 

9.187 

0.890 

7.781 

9.218 

1. .537 



y. 025 
y. :t87 








April. 

S. 

0..812 

8,0t)2 

9.2.50 

1.188 

t.2l2 

9.775 

1.503 

.Nf’nv. 

S.5U0 

y. :8.59 

0.8.5<J 

8.284 

9. .875 

i.tm 

8,1.52 

9.0:40 

1.478 

June. 

8. .578 

y. 921 

1.848 

8. tHK) 

10. 475 

1..87.5 

8.002 

9. 1.H4 

1.422 

Jnlv. 

8.72.5 

10. (KW 

1.27.5 

8. m 

10.000 

1. 1,50 

8. trjO 

9. m 

l.:3,5.5 

iVujfust. 

8.'40(; 

10.840 

1.984 

8. ‘>00 

9. .5,50 

1.1,50 

8.000 

9.2.50 

1.250 










()ctol>er. 

7.818 

y! 487 

1.024 

8, 70.5 

K0 450 

1.085 

8!o12 

9.187 

1.17.5 

Novi-inlier. 

8. IfSl 

9. 375 

1.219 

S. 7.50 

y.oio 

0.935 

7.984 

8.1)00 

0.922 

December. 

8. 

9. .5.50 

1.188 

8. l87 

y.287 

1.100 

7.090 

S. 72.5 

1.035 

Yearly averaKcs. 

•8. -lOl 

9, 0.50 

1.219 

8.447 

y.71.5 

1.208 

7.983 

9.280 

1.297 

Not cash. 

8. 2W< 

9, 002 

1.890 

8.251 

y. 0417 

1.420 

7.797 

9.234 

1.4:17 



18.88, 



I8.S4. 



1.8.S5. 



centrif¬ 

ugal. 

(iranu- 

ljite«l. 

DilTer- 

eiicc. 

90<^ 

ccnlrif- 

iigal. 

(iraiiu- 

lated. 

Dilh'r- 

eiiee. 

90'^ 

centrif¬ 

ugal. 

Granu¬ 

lated. 

l)ilTer- 

ence. 

January. 

7. 7(.K) 

8, tiS? 

0. 987 

0.775 

7.812 

1.037 

.5. 487 

0.102 

0.075 

February . 

7.1)2.5 

.8.848 

1.218 

f). 7 ;m 

7.598 

0. H;)9 

,5. ,5-10 

0. l.V) 

0.010 

March. 

7. 7:>e 

8. 8;>9 

1.109 

(■). 487 

7.8tH) 

0. 803 

.5.3t;2 

0.000 

0. o:iH 

April. 

7. ♦>!■{•") 

.8.712 

1.077 

0.20.5 

0.908 

0.703 

5. .‘175 

0.002 

0.087 

May. 

7.812 

.8.815 

1.008 

0.109 

7.187 

1.087 

.5. 890 

o.«;h7 

0. 797 

June. 

7. (540 

8.8.59 

1.219 

.5. 7(K) 

(•., lai 

0. •).50 

0. lt)2 

0. 737 

0.575 

July. 

7. (128 

8. .8,50 

1.221 

.5. m 

ii. 750 

0.841 

.5. ‘108 

0.4.5:1 

0. 485 

August. 

7. 2 

8. o.5t; 

l.tril 

5.07.5 

0.5S7 

0.912 

0. 0<i2 

0. 7.50 

0, tWK 

September. 

7. .588 

8. 7U) 

1.142 

5. .508 

0.484 

0. '.rji 

0). 187 

0.<JO0 

0,719 

(K-tober. 

7.887 

•8. .W 

0 .\W 

5,{;0‘) 

0. 390 

tl. 781 

0,093 

0. a 10 

0.4.53 

Nf>vember. 

7. .580 

8.109 

0. 579 

5.0)08 

0.141 

(i,.5;w 

0.000 

0..593 

0. .593 

December. 

7. (k;.5 

7.<J87 

0.879 

.5.88ri 


().,)80 

0. 2.50 

0.02.5 

0. :i75 


7. OiK.) 


0.91.8 

5.997 

0.,81 1 

0.817 

.5. ,80.5 

r,. 47:1 

0.0)08 

Net {-a-sh. 

7.428 

8. .5(K; 

I,,808 

.5. K.57 

0. 780 

0.923 

5. 729 

0.441 

0. 712 



I8.s<;. 



18,87. 



188,8. 


« 

■JO'-'' 

centrif¬ 

ugal. 

(franii- 

lated. 

Differ- 

(‘I)C(‘. 

Ufio 

ceutrif- 

ugal. 

Granu¬ 

lated. 

Differ¬ 

ence. 

90° 

e<ntrif- 

iigal. 

Granu¬ 

lated. 

DilT.'r- 

enee. 

January . 

8.125 

ti. 025 

0, .500 

5. 200 

5.825 

0.025 

5. <1.50 

7.125 

1.175 

February . 

:>. 708 

0.140 

0, 487 

5.125 

5.087 

0.5ti2 

.5. .513 

0. 800 

1.287 

April. 

‘>. 7yo 

o' 810 

0.014 

.5J71 

5. (WJ 

0..518 

.5. .")00 

0. 7.'>0 

1/2:50 










Jiuie. 

.5.487 

0.1^5 

0. 748 

5. IK7 

5. N^)0 

O.OGI 

.5. .5(10 

0.808 

1.:10.5 

July. 

,5. 300 

0.195 

0.70.5 

5.205 

5, 9:15 

0.070 

5. m 

7.025 

1.7:12 

Anjfust. 

.5.287 

o.yt;5 
5. 9.55 

0. H2H 
0. *1.50 

,5.312 
.5. ;i9() 

0.037 

0. 775 
0.088 

0.215 

0. 4<)0 

7..V1O 
7. 0,50 

l.;io.5 

1.100 








.5 987 



0.240 

7. 2.50 

1.010 

DecemlM-T. 

6.175 

.5.725 

0. .550 

5.910 

0.875 

0.9:45 

0.2(Kl 

7.2.'»0 

i.a5u 

Yearly averages. 

.5.403 

0.147 

0. fi»-l 

.5.370 

l>.(M3 

0.073 

5.880 

7.150 

1.204 

Net cash. 

5.330 

6.117 

0.781 

5.24.5 

0.013 

0.7GK 

5.749 

7.007 

1.258 
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I ,—Compcmdive <pu>UiCK>}>s of raw and refined mgari^ in Xew York\ JSfiO-lS99 —Cont'd. 



Uli» 

eetitrif- 

iipii. 

ISSiK 

OruiJU- 

luted. 

■ 

DilTer- 

ence. 

/ 

i)r.» 

centrif¬ 

ugal. 

jxyo. 

Granu¬ 

lated. 

DilTer- 

eiice. 

90^^ 

centrif¬ 

ugal. 

1S9J. 

(Jranu- 

iated. 

Differ- 

eii(!e. 


.■i. 











7.000 

1.-187 







Mareh. 

<1. 112 


1.148 

Te 407 

♦). 2i»2 

0.7or) 

5.200 

.5. !H;8 

0. 708 


7. :{?:> 

H. 400 


.V 484 

0. 182 

0. 04X 

8.-510 

4. 5(K) 

0.984 

May. 

7.:n2 

H. fviO 

1.28S 

487 

110 

0. 708 

8, 2.50 

1.820 

1.070 




1.07') 







July. 

7.987 

0.0<>2 

1.12i3 

487 

0.220 

0. 7H8 

8.8;)7 

4. 2<>.') 

0.908 

Augmt. 

(;.yi2 

H. 8(M) 


m 

0.112 

0. r)88 

8.424 

l.l.Al 

0. 780 

September. 

(;. .87.'> 

s. 000 

J. 02.'i 

T). ys7 

0.000 

0. 018 

8. I2H 

4.887 

0. <109 

0 <'tolK'r. 

b.oti; 

7. 28'> 

I.1H9 

0(W 

0. ')92 

0.(i24 

8.819 

4.2; (8 

0.884 











December. 

0.1)00 

0. 7')0 

(J. "SO 

A. 2X7 

0 . or>o 

0. 708 

8.4X5 

4.072 

0. .581 

Yearly averages...... 

0. .*>«(; 

7.7'.**.) 

1.218 

.=►. oSl 

0.200 

0. 709 

8. .H94 

4. 09H 

0.8(41 

Net cash. 

0. m 

7.010 

1.2U7 

r>. l.^>l 

0.171 

0. 720 

8. K(i8 

4. 091 

U. 828 


inyj. : iMd. 



9('><^ 

' ••eiilrif- 
■ ugnl. 

Granu¬ 

lated. 

Ditler- 

eliee. 

90'^ 

centrif¬ 

ugal. 

Granu¬ 

lated. 

DifTcT- 

ence. 

90^' 

eetilrif- 

ugal. 

Granu¬ 

lated. 

DitTer- 

eiiee. 

Janiiarv. 

..i 8.170 

8, 980 

(I. .51H 

8.470 

l.iHiO 

1.180 

2. S75 

8.988 

1.0.58 

I’ebruaiv. 

..: 8.182 

8, 920 

0. I.H7 

8. 424 

•1. .V):{ 

1.129 

2;)7 

4. Ill 

0.877 

March.!. 

8.800 

I.22-2 

0.910 

8. 118 

4.581 

1.091 

(Ki 

4.102 

1.019 

April. 

.. 8.J25 

1. 280 

I.J05 

8.sn 

4.915 

I.il72 

2.828 

8.978 

1. ir)0 

May. 

.. O.O'H) 

1. 220 

1.180 

I.11S 

.5.110 

0.992 

2. .SI 1 

8.5Ht5 

1.001 

June. 

8.128 

1. 2.50 

1.188 

4. 875 

.5. 220 

0. 840 

.1.091 

8. 9:10 

0.880 

.(nlv. 

.8.098 

4.1<»0 

1.097 

4. 170 


1.087 

8.1.10 

4. 148 

1.011 

AiigUsI. 

..: 8.282 

4.820 

1. OSS 

8.0,50 

.5.080 

1.4:;t) 


4..>11 

1.107 

September. 

.. 8.011 

4.K(;2 

1.251 

8. 710 

5.1180 

i.:mo 

8! 7.4) 

1..597 

0.847 

OtUlllltT 

..' 8,470 

4. 720 

1.250 

1.2.')-5 

8. 9:18 

5.080 
4.472 

1.112 

i.;i02 

8. <12.5 
8. -500 

-i.8i:: 

l.o:ll 

0. 088 
0. 5:14 

November. 


1.0:M) 

170 

l)e<’einber. 

8.401 

l.0(K» 

1.999 

2 ‘.)25 

4.201 

1.279 

8.250 

:l. 7.55 

0. .505 





Yearly averages ... 

.. 8.811 

1.810 

1.085 

0.89 

4.842 

1.158 . 



January . 

Frhruary . 

Maruh. 

April. 

May. 

June. 

July. 

AiiKiisi. 

•ScptfnibiT_ 

(>cI(.Ikt. 

Noveinbor.... 
DacuiuliiT_ 


•lanuary... 
Fchnwry . 
Marrh 

April. 

May. 

June. 

July. 

August.... 

September 

October... 

November 

December. 



1.S95. 



1890. 



1897. 


centrif¬ 

ugal. 

• iraiiu- 
laied. 

DilTer- 

<‘nee. 

OO'^ 

ceulrir- 

ugal. 

Granu¬ 

lated. 

DilTer- 

eiiee. 

90‘‘’ 

ceiiiril- 

ugal. 

Granu¬ 

lated. 

DitTer- 

enee. 

8.024 

8. 740 

0.710 

8.800 

4.010 

0.840) 

:l.ls0 

4.040 

0. SOO 

8.0.M 

8. 720 

.OtlO 

4. 08J 

4.08.5 

. Ii,>l 

:4.220 

4.070 

.8.50 

8.000 

8.8:t5 

.8:1,5 

1. 102 

I.SOl 

. <•:«) 

8, 278 

4.229 

9.50 

8.IHX) 

:4.872 

.872 

1. 290 

.5.148 

. 852. 

8. :487 

-1.2tH) 

.908 

8.281 

4.411 

1.180 

1. 125 

1. 99;t 

.808 

:4.280 

4.2.57 

.977 

8. 811 

4.:i.50 

1.189 

8. ti:i7 

I.GM 

. 997 

8. 494 

4.-I.M 

.9.59 

8.250 

4.8.50 

1.100 

:i. :159 

4. 129 

1.070 

8. t;25 

-1. t^8 

1.02:4 

8. 280 

4.2'l.H 

.9.88 

8,875 

4..>12 

1.187 

8. 7.50 

4.720 

970 

8.827 

•1.817 

. 990 

8.092 


1.820 

:1.0(I8 

4.824 

.910 

:i. ,57.8 

1.482 

.,851 

:i. (m;2 

920 

. 8.58 

8, 842 

4.807 

.1H).5 

:1.877 

1-2.51 

. . 877 

8. 800 

4.117 

.817 

8. .842 

4.72t) 

.878 

8. .5)12 

1.442 

.8,80 

8. 21.5 

4. 100 

.H8;5 

4.079 

4.870 

.791 



1898. 



1899. 


90<’ eeu- 

Graun- 

Differ- 

90*^ cell- 

Graun- 

I)iffer- 

trifugal. 

luted. 

ouee. 

trifugal. 

lated. 

ent‘e. 

4.120 

4.920 

0.800 

4.290 

4.700 

0.416 

4.107 

4.900 

.798 

4.331 

4.720 

.389 

4.087 

4..852 

.705 

4.384 

4.820 

.430 

1.1.50 

5.009 

.853 

4..Ml 

4.920 

.379 

4.230 

5.097 

.807 

4.0.50 

.5.080 

.424 

4.280 

5.080 

.800 

4.017 

5.190 

.573 

4.125 

5.080 

■ 905 

4.454 

.5.210 

.756 

4.27.5 

5.094 

.819 

4.530 

5.137 

.007 

4.812 

5.178 

.8:10 

4.387 

4.889 

.509 

4,237 

4.7-10 

.503 

4.310 

4.795 

.485 

4.411 

4.888 

.477 

4.200 

4.795 

.536 

4.391 

4.817 

.-120 

4.250 

4.795 

.545 
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II .—English prices ofmgor. 

RAW—JAVA AFLOAT, NO. 15 AND 10 D. S., UNITED KINGDOM TERMS. 
[Willett & Gray’s Weekly Statistical Sugar Trade Journal, January 4, 1900.] 



1831. 

1882. 

18h:1. 

1881. 

1K85. 

1886. 

1887. 

2.97 
2 .94 

2.78 
2.94 
2.97 
2.92 
3.02 
3.02 
3.11 
3.05 
3.24 

3.79 

1888. 

1889. 

Janimrv. 

Febnia'rv. 

March. 

April. 

Wuy. 

June. 

July. 

August. 

September. 

5.78 
5.72 
5. r>i 
5.72 
5.97 
0.11 
6.15 
5.89 
5.8:t 
.5.83 
5.95 
5.95 

5.72 
5.51 
5.56 
.5.67 
5.78 
5.72 
5. 61 
5. .56 
5.78 
5.61 
5.4.5 
5.40 

5.24 
5.18 
5.16 
5.56 
.5.50 
.5.47 
5.34 
5.29 
5.23 
.5.29 
.5.16 
5.04 

4.8.5 
4.63 
4.63 
4.:k) 
3.82 
1.03 
3.76 
3.65 
3.49 
3.16 
3.44 
3.16 

3.05 
3.11 
3.32 
3.32 
3.38 
1.09 
3.98 
3.66 
3.98 
.3.87 
3.76 
3.87 

3.71 
3.51 
3.:1H 
3.27 
3. 

2.94 
2.97 
2.89 
2.89 
3.00 
2.86 
3.00. 

3.82 
3. .57 
3.44 
3.40 
3.38 
3.:i6 
3.46 
3. 13 
3,60 
3.49 
3.49 
3.71 

3.7:? 
3.57 
3.71 

4.15 
5.13 
5.13 
5.45 
4.80 
3.65 
3.38 

3.16 
3.32 

November. 

December. 


1890. 

1891. 

1892. 

1893. 

1894. 

189.5. 

189(). 

1897. 

1898. 

1899. 

January. 

:i.27 

3.27 

3.-54 

3.57 

3.38 

2.48 

2.81 

2. .51 

2.46 

2.56 

February ... 

'?•} 

3.24 

3.46 

3. (4) 

3.;« 

2.40 

9.95 

2.42 

2.37 

2.45 

March. 

8.27 

3.41 

3.46 

3. m 

3.38 

2.10 

3.06 

2 . k) 

2.37 

2. .56 

April. 

8 22 

3. 14 

3.44 

3.79 

3.36 

2.51 

3.00 

2.40 

2.40 

2.62 

May. 

3.24 

3.33 

3.38 

4.09 

3.26 

2 . .5»i 

3.00 

2 .2'.) 

2.62 

2.73 

June. 

3.19 

3.27 

3.3t; 

4.-2.5 

2.94 

■J.56 

2.84 

2.29 

2.70 

2.84 

July. 

3.19 

3. 

3.33 

•1.:^ 

2.94 

2.51 

2.62 

2.26 

2.67 

2.78 

August. 

3.27 

3.27 

3.33 

3.87 

2.89 

2.56 

2. .54 

2.29 

2. .51 

2.75 

September. 

3.4-1 

3.24 

3. :i8 

3.65 

3.05 

2.56 

2.51 

2.40 

2. .59 

2.70 

October. 

3.3H 

3.27 

3. 36 

3.71 

2.89 

2.70 

2.35 

2.40 

2.56 

2.54 

November. 

3.33 

3.38 

3.33 

3. 11 

•l.tL> 

2. HI 

2.10 

2.32 

2.37 

2 . 16 

December. 

3.24 

3.65 

3.57 

3.38 

2.56 

2.75 

2. .59 

2.34 

2.64 

2 .4«» 


REFJNED-TATE’S CUBES. 



1 1881. 

j 


7.42 

Fehniary.. 

7.20 
6.98 


6.98 

May. 

7.14 


i 7.20 


1 7.09 


7.09 


! 7.09 


, 7.09 


1 7.31 


7.20 




1 1890. 

1891. 

January. 

... 4. .36 

4.36 

February. 

... 4.2.5 

t.25 

March. 

4.11 

1.47 

.^ril. 

4.31 

1.17 

May. 

... 4.41 

4.36 

June. 

... 4.2.5 

4.36 

July. 

...i 4.1-1 

4.41 

August. 

4.;n 

4 . 5:1 

September. 

...1 4.31 

4.-17 

October. 

..., 4.14 

4.41 

November. 

...i 4.14 

4.41 

Decemlier. 

... 4.20 

4.69 


1882. 

I ISSl. 

j 1 S 8 . 1 . 

; 188.5. 

7.20 

6.76 

6.05 

1.47 

6.87 

6.65 

6.00 

1.47 

6.87 

6.76 1 

5. 78 

4..53 

6.92 

6.98 . 

5.78 . 

4.47 

7.03 

6. 92 

5.45 

4.63 

7.14 

6.76 ; 

5.4.5 

.5.23 

7.09 

6..51 

5.23 1 

5.02 

7.09 

6 . IW) 

5.18 

4.80 

B.<« 

6 .1.3 

5.02 

4.85 

6.98 1 

6.32 

1. 58 

4.80 

6.92 ; 

6.32 

4.58 

1 1.80 

6.76 

6.21 

1 1.47 

4.91 

1 

1892. 

1 

189:5. ' 

ISiM. 

1 

1 1895. 

4.69 . 

4. .58 , 

4.47 

i 3 . 

1.68 

4.63 

4.36 , 

3.38 

1..58 

1. 5:5 

i.:k; 

! :5.38 

1.68 

1.H0 

4.25 

3.27 

1.41 

5.13 

i 1.14 

3.44 

4.36 

6 . 1:5 

4 . 0:5 

:5.49 

i.m 

6. ’. 5:1 

4.03 

3.158 

4.36 

5 . 1:5 

4.03 

3.44 

4.41 

-1.80 

3.92 

3.44 

4.31 

4.80 

3.71 

3.82 

4.53 

4. .58 

3.(X) . 

:5.76 

4.89 

4.58 

3.19 j 

:i. 71 


1886. 

1887. 

1888. 

1889. 

5.02 

4.14 

4.85 

4.69 

4.75 

4.11 

4.61 

4.69 

4.58 

4.09 

4 . 5:5 

4.75 

4..58 

4.14 

4.47 

5.13 

4.69 

1.09 

- 1 . 5:5 

6.00 

4.36 

4.09 

4.47 

5 . 8:5 

4.11 

4.20 

4. .58 

6.32 

4.:56 

4.14 

1..58 

5.78 

4.36 

4.26 

1.73 

5.23 

1.:56 

4.20 

4.58 

1.80 

’ 4.:56 

4.36 

4.58 

4.17 

4 . 2 c 

4.80 

4.80 

4.58 

1896. 

1897. 

1898. 

1899. 

3.82 

3.:53 

3. :53 


:5.98 

3.:5:{ 

3.22 

3.3:5 

3.98 

3.:5:5 

3.22 

3.27 

:5.9'2 

3. 

3.22 

3.33 

;5.92 

3.:5:5 

:5.:W 

3.51 

3,71 

:5.:5:5 

3.;58 

3.52 

3. m 

:5.27 

3.:53 

3.49 

:5.i9 

3.16 

3.27 

3.48 

:5.38 

3.26 

3 . 3:5 

3.46 

:^33 

3.16 

3.:53 

3.44 

3.:53 

3.16 

3.:58 

3.44 

3.33 

3.16 

3.46 

3.38 
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II .—English prices ofmgor —0:)ntinue(l. 

DIFFEUKNCE BETWEEN TATE’S (;c:BES AND JAVA AFLOAT, CNITKD KINGDOM. 



1881. 

1832. 

1883. 

188-1. 

1385. 

1880. 

1837. 

1.388. 

1889. 

January . 


l.fH 

1.48 

1.52 

1.20 

1.42 

l.:ll 

1.17 

1.0:1 

0.96 

Febniary. 


1.48 

1.36 

1.47 

1.37 

1.3(5 

1.24 

1.20 

1.07 

1.12 

March. 


1.37 

1.31 

l.fiO 

1.15 

1.21 

1.20 

1.31 

1.09 

1.04 

April. 


1.2fi 

1.25 

1.42 

1.42 

1.15 

l.:5l 

1.20 

1.07 

0.98 

Mav. 


1.20 

1.25 

1. 12 

1.6:5 

1.25 

i.:5i 

1.12 

1.15 

0.87 

June. 


1.09 

1.42 

1.29 

1.42 

1.14 

1.42 

1.17 

1.12 

0.70 

July. 


0.93 

1.48 

1.20 

1.47 

1.01 

1.44 

1.13 

1.12 

0.87 

August. 


1.20 

1.5:5 

].-M\ 

1.53 

1.11 

1.47 

1.12 

1.15 

0.98 

Rcpb-mber. 


1.2(5 

1.20 

1.20 

1.53 

0.87 

1.47 

1.15 

1.13 

1.58 

OctolK-T. 


1.2(5 

1.37 

1.03 

1.42 

0.9:5 

l.:5() 

1.15 

1.09 

1.42 

November. 


1.36 

1.47 

1.16 

1.14 

1.04 

7.50 

1.12 

1.09 

l.:51 

December. 

. 

1.20 

1.3(5 

1.17 

I.:5I 

1.01 

1.26 

1.01 

1.09 

1.26 


tsuo. 

1891. 

1392. 

1893. 

1394. 

1895. 

1896. 

1897. 

1898. 

1899. 

January. 

1.09 

1.09 

1.15 

1.01 

1.09 

0.90 

1.01 

0.82 

0.»7 

0.82 

February . 

1.03 

1.01 

1.12 

1.03 

1.03 

0.98 

1.03 

0.91 

0.85 

0.88 

March. 

1.11 

1.0(5 

1.12 

0. 97 

0.93 

0.98 

0. !(2 

0.93 

0.85 

0.71 

April. 

1.09 

1.03 

1.14 

1.01 

0.39 

0. 76 

0.92 

0. 93 

0.S2 

0.71 

May. 

1.17 

1.03 

1.03 

1.04 

0.83 

0.88 

0.92 

1.04 

0. 76 

0. HI 

June. 

1.00 

1.09 

t.OO 

0.33 

1.09 

0. 93 

0.87 

1.04 

0. 63 

0. (W 

July. 

0.95 

1.03 

1.03 

0.99 

1,09 

0.87 

0.98 

1.01 

0.66 

0.71 

August. 

1.01 

1.2(5 

1.0:5 

1.2(5 

1.14 

0.38 

0.9.5 

0.87 

0.76 

0.74 

September. 

0. 37 

1.23 

1.03 

1.15 

0.37 

0.33 

0.37 

0.36 

0.74 

0.76 

October. 

0.70 

l.Il 

0.95 

1.0*( 

0.32 

1.12 

0.93 

0. 76 

0.77 

0,90 

Novmnber. 

0.31 

1.0:1 

1.20 

1.11 

0.93 

0.95 

0. 9:5 

0.34 

l.Ol 

0.98 

December. 

o.% 

l.(M 

1.12 

1.20 

0. 9:5 

0.96 

0.74 

0.32 

0..32 

0.92 

— . .... 


.- ’ 


— 

— 


_ 



— 


TH. — (iennnn <t)«l Anslrian prices of sugar. 


GERMAN BEET ROOT (RAW Sl’iiAR). W PER (’ENT ANALYSIS. PROMIT F. O. B. IlAMBrRG; 
GERMAN AND Al'STRIAN GRANI'LATED. FIRST MARKS QrALITY. F. O. B. HAMBURG. 


(From Wlllolt aiul Grny's Weakly Stnti.'^ticnl Siipir Trade .lotinial. .fanuary 1, iy(K).J 


January: 

Gram 
Rau'. 

Difference. 


February: 
Granulated. 
Ibiw. 


Difference 

March; 

Granulated. 
IGiw. 


April: 

Granulated. 
Raw. 


Difference... 


May: 


Granulated. 

Raw_ 


DllTercucc. 



1.339. 

1890. 

1891. 

18\*2. 

189.3. 

1391. 

139.5. 

1396. 

1897. 

1398. 

1899. 


3.65 

3.11 

3.;50 

.3. (K) 

3.68 

00 

2.21 

2.73 

2.46 

2.40 

2.40 


;5.01 

2.52 

2.70 

3.22 

3.12 

■1 74 

1.37 

2.:M 

2.01 

2.01 

2.06 


.64 

. 59 

. 

.60 

.33 

..56 

.48 

.:5i 

.44 

.4.5 

. 3(1 

.34 




3. :52 










.3.01 

2. 5.5 

2. 32 

:5.ll 

:5.12 

2.7() 

2.03 

2. .56 

1.96 

1.98 

2.13 


..5:5 

..56 

..50 

..■W 

..56 

.18 

.:57 


.47 


.31 


3. (i.5 

.3.22 

:5.14 

3. .57 

:5.57 

3.19 

2. ;59 

2.97 

2.29 

2.41 

2.41 


:5.22 

2.70 

2.93 

:5.08 

3.05 

2. 78 

2. (X) 

2.68 

1.02 

2. o;5 

2.11 


.43 

.52 

.16 

.49 

.52 

.41 

.39 

.29 

.:17 

.:58 

.30 


1.22 

:5.16 


:3.41 

3.90 

3.16 

2.36 

3.00 

2.32 

2. m 

2.50 


3.79 

,2. .59 

:5.03 

2.89 

3.49 

2.72 

•2.02 

2.70 

1.96 

1.97 

2.21 


.4:5 

.57 

.:5.5 

.52 

.11 

.44 

.3-4 

■ .30 

.36 

.42 

.29 














4.65 

2. 72 

2.90 

2.79 

3.96 

2.52 

2.13 

2.67 

1.94 

2.02 

2.45 


.43 

.60 

.42 

.45 

.26 

.43 

.45 

.31 

.38 

.39 

.28 
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in. —(termnii ami Aiislrhrn jirict’K o/'Coiitiimoil. 

CIEHM.AN’ BKKT ROOT (R.WV SCOAU), «« I>KR (;KNT A.NM1,Y.<I.«. rHOSIPT K. O. B. II.A.MBOKC; 
UEK.M..\N' AND ACSTR1.\N ORANOl.ATEI), EIRST MARKS QUALITY, K. O. B. HAMBURG- 
Contiiuu’d. 



IS89. 

ISW). 

1891. 

18'.*2. 

1893. 

1894. 

1895. 

l8‘h;. 

isi|7. 

1898. 

1899. 

June: 
















3.41 

4. 

2.90 

2. 03 

2. 74 

2. 32 

2. .■>() 

2.73 

Kji\v. 

1. H7 

2. (W 

2.89 

2. Ni 

3. 95 

2. .58 

gl,S 

2.30 

„1.S9 

2.12 

2.41 

DifferuiMt'. 

.;^l 

. 59 

.:tx i ..Y) 

.a.s 

.:!« 

.t.-, 

.4-1 

.ta 

.as 

.32 

July; 












(iraimiatidl. 

2S 

3.27 

3.21 

3, 35 

4. (iO 

2.97 

2. 01 

2.02 

2. 33 


2.58 

Raw. 

1.94 

2. <if< 


2. '82 

3.98 

2. .50 

2.11 

2.17 

1.8.5 

• 2 .iia 

2.20 

DifTorenco. 

. 82 

. 59 

.;r, 

.5:; 

.02 

.11 

.53 

. 45 

.48 

.at 

.32 

August: 
















3.41 




2. 59 

2.30 

2.40 

2.73 

ItiUV. 

t.'JS 

2.97 


2.81 

3.53 


2.10 

2. 10 

1.(85 

2. (M 

2.37 

DilTi'R'iico. 

.7t 

.11 

.:17 

. 00 

. '83 

.‘.0 

.72 

.13 

I'O 

.30 

.30 

•SoptumlK-r: 













■I.W 


3. 30 

.3. t;o 

4.00 

3.19 

2. 02 

2. 11 

2. 13 

2. 51 

2.64 

Hau. 

3.01 

3, 01 

2. 92 


3.15 


2.07 

1.97 

1.91 

2.08 

2.19 

DifriTonct*. 

J.OS 

. I.S 

.as 


.85 

. 57 


.-It 

.11. 

.4a 

.45 

October: 












<iranulat(<l. 

4. 09 

3. 19 

a.aa 

a. .-.2 

3. 95 

2. 84 

3. (K) 


2.33 


2.48 

Itavv. 

2. 72 

2. 77 

2.89 

2.88 

a. I'j 

2. 21 

2.30 

1.91 

1.89 

2.09 

2.06 

DitTcreniM'. 

,,:.7 

.72 

.ta 

.01 

.70 

.0i3 

.01 

..12 

. 14 

. 17 

.42 

NoveDilicr: 












(.inuHilatod. 

3.10 

3.41 

.3, 35 

3. (W 

3.38 

2. 02 

2.09 

2. 30 

2.29 


2. -56 

Rtiiv. 

2. At 

2. 72 

2. 89 

3. (W 

2. 88 

2. 17 

2. 29 

l.'.W 

1.85 

2.09 

1.98 

DifK'ryiu-t*. 

.0] 

. 72 

.40 

.(k) 

.'>0 

.w 

. 40 

.37 

.44 

.la 

.58 

Decenibor; 












(.irmmiatytl. 

:l,r7 

30 

3. 19 

3.(i2 

3. 24 

2. 50 

2.70 

2. 37 

2.37 


2..>1 

Ka tv. 


2.71 

3. 23 

3. 02 

2.74 

2. 1 I 

2.211 

2. 00 

1. % 


1.95 

DiffcTcni'i'. 

.i;4 j 


■ , 

. 00 

..50 

. 30. 

.11 

.37 

tt 


.59 


The Geniiaii siifrar.-^ shcuvn, hotli raw aiul relineil, are of soinewliat poorer (piality 
than the Amerieau snt'ars, 'JTie inarfrin between them, otlier thiiij's equal, would 
be, perhap.s, not ipiile so (rreat as tliat between the Amerieau raw and refined. The 
fact that it is .so mneh le.ss is due in part, doubtless, to tJie (lerman bounty on the 
exportation of relined sufrar. It is also probable that tlieeost of refinin'' in (ierniany 
is somewhat less than here, and that under normal e.jrnlition.s the (iermans are 
.sat,istie<l with a somewhat smaller profit. 

The effect of the sunar (Combination upon prices of siiKar can perhaps be nawt 
readily seen from the cour.se of line C, which re|>resents the perpendicnltir disttmce 
betw('en lines B, representitif’915° (•(■ntrifuj'al suRar, and line A, rci>r(csenlin)' {'rams- 
lated sugar, both of them wholesale prices in the New York markets. The distance, 
then, of C from the bottom of the chart represents the cost of refining, including 
Belling cost, phis the jtrofits. The lino c in the same way repncsents the English cost 
of refining, fJu.s the iirotits, it being rememltereil, however, that the English refined 
sugar is of a somewhat higher graile than the American granulated. The line c, it 
will Ix) noted, ran eomewliat alwve 1 cent a jxiund, perhaps on an average between 
a cent and a quartttr and a cent and a half, from 1880 to 1887, the time of the forma¬ 
tion of the sugar tnist in the United States. There seemed to be no lowering in 
this English margin during the years 188:5 to 1887. From the beginning of 1888 on 
to 1894 this line 8eem.s to have lowered slightly, but, on the whole, to have remained 
about the same. From 1894 to date there seems to have been again another lower¬ 
ing, the line representing on the whole since that date something less than 1 cent a 
pound. 

On the other hand, line C shows that during the years from 18815 to 1887 there had 
t)^n a very decided lowering in thi.s margin in the llnited States, owing, of cour.se, to 
vigorous coiufjetition aimjng the independent refiners. From the testimony gif en by 
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the witium'H,* tliiHeoinpotition wan so very (lestruetivo in its nature that a larjfe per* 
centajre of llie American retiners—18 out of about 40—had failed. 

In 1887 tlie trust was fornuMl. The niar^dn was imiuedialely raised more than lialf 
a cent a pound, at times even fully I eeiU a pound. During; the two years, 1888 and 
1880, when one takes into a<'ei>unt tlu* lessened <*ost of iminiifaetnre that eam<‘ fn)ni 
t!ie organization of the eoinbinatioii, (jiie may fairly judge that the trust made enor- 
itious prolits. 

Tile margin fell again in tin* latter part of 1889. This was owing to the fa<*t that 
large competing refineries, (^-^peiaully those built by (4uus Spre«'kels at Philadelphia, 
had (‘iitered the field.' For rather inon* tlian tw<» years, wliile this vigorous compe¬ 
tition continued, (lie margin hdl l)ack to a jaiint substantially as low as had (*xisled 
before the formation of the trust. In February, 1802, the trust bought up the com- 
jH^fing retineries and the margin wasat once put back to the mui-competitive height. 
From tlie years 1802 to 18!)8 this margin remaine<b relatively speaking, high, with, 
as will l)e Holed, a slight gradual lessening, owing presumai)ly to the improvements 
in relining and the cons(‘(|nent lessened cost. Thronglioiil all these years, with the 
excej)lion of tlie time when there existed vigonms competition between the trn.«t and 
the Spreekels refiiu'rie.s it will I>e not(*d that, on tiie whole, there was a el-ise eor- 
respoiidenee lielween the lOnglish margin and the Aimuican, the ehang(\s in the duty 
upon sugars having appanaitlv only a slight t(‘mporarv (‘fh‘et u]«m this margin, 
although the removal of llu‘ <luty on raw sugar hy the McKinley tariff aff(Mleil very 
decidedly the priet* of sugar to e<msumer.s. 

In th(' latter |)art of I898 vigoi-ous eonijadition against the Ameri<tan Sugar Kefiu- 
ing (?ompanv (the reorganiz^'d trust) began on tlie part of Arlmekle Mrollum, Claus 
Doscher ami otlaus. Price's were immediately cut so tliat the margin between raw 
and relined sugar has fallen again very <lecid(‘dly. Instead of stamling from "oee.mts 
bilf:! pe'r hnmlreil p<uimls, as had l)ei‘n the east'nmst of the time during tlu'2 or 4 
years jn-t'ceding, it has rtuiiained during tin* last year at l*ut a little above ol) cents, 
ami at times has i>een (*V(‘n below that.’' 

This studv of tile chart, then. (*s|iecially wluai we eomiiare the American with the 
Knglish ami (IcTiiian margin, shows clearly this; Tlie sugar eombliiation ha.s, beyond 
(piestioii, ha<l tlH*jK)werof <lel('rmiiiiiig for itself, within «dnsi<l«'rabli' limits, what 
the price of sugar shouM lie, low' or iiigh, witli or without competitor.^ although 
when tliere lias lu'cn eompelitioji. it has eimseii to <’Ut prices to drivi' out its rivals 
rather than to run the risk of li lting them gradually take its market on account of 
its high [»rices. 

During a)»ont 9 of the 12 years whicli liave passi^d since the organization of the 
trust till* margin between raw and ri'lineil sugars has been eonsideraldy higher 
than it was for 2 years lad'ore the tru.st was organizi'd, and tlian it has biH'ii during 
the 2 years when there has l>een vigorous eompetifion. 

The eoiiihinatiou foi'ced the lighting .‘Jo sevi'rely against ]\Ir. Spreckels as a com* 
pelltor that he was apparently glad to sell out after about 2 years. Tlie present 
contest between the trust and its ojiponeiits has eontirmed for about a year and a 
half and at present sliows no sign of ending but this, that with perhap.s the exception 
of Arbuekh* Jlros. till' opposition retineries are run at far Ih'Iow Itieir full capacity, 
and presnmalily are making practically no prolits.^ 

The eliart seems to show also tliat the trust has had very little if any effis-t toward 
steadying jiriees. The tluetuations, liotli in the ])riee of sugar and in the margin, 
Hcem to lie fully as great since the eombinatioii was foniied as liefore, and to be rather 
greater, on the wdioh*, Ilian (he fluetnatioiis in the Knglish or tlieOennan market. 

The assertion Mhat tin* price of sugar would have been higher if it had not Im'oii 
for the formation of the trust seems to liavi* a partial, Init only a (mrtial, jiistilicatiou 
in the chart. Tlie cliart does make it pertectly clear tliat during periods of the most 
vigorous com[x*tition the sugar retiners wer<‘ iloing their work on a very low margin. 
The large number of refineries that went into bankruptcy liefore the formation of 
the trust I'eeiiis to show clearly that the margin w’as ruinously low. While it is 
probably for tlie economic mlvanfage of the country that the weakest coinpetitors be 
Forced out of business from time to time, it can hardly be (Considered for the Ixundit 
of the country that competitors of sulistantially equal strength carry coiiinetition so 
far tliat all are runiiing at a los.'^, and that a large ptu'centuge of them go into bank¬ 
ruptcy. When conqx'tition is so li(*rci*, the inevitable r(*sult would lie that, as Mr. 
Post says,* the few who survive would he able, owing to the lessened supjily, to 


' Huvemcycr.pp. 107-109; Atkins,ii.SIl; Post.p. J<ir>; Thurber,pp..‘),I.y22. 

* UHVenicycr, p. 107. 

'•Ilavcmcyer. pp. 107-109,130; Po.scher, pp. 88-90; .Inrvit*, pp. 138-H2; Post, pp. 148,149. 
< Post, pp. 150,153. f- Post. p. 100. «I*. kIo; 
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put prices at cdnsuierably above normal competitive rates, and would be encouraged 
to do so because they could not well supiuy the demand. Such a course of pro- 
ce<iure would thus lead inevitably to very great fiuctuations in prices from those 
abnormally, not to sav ruiiumsly low, to those abnormally high. 

On the other hamf, while there does .seem to be this partial justification for the 
claim that the trust has lowered the price of sugar on the whole beyond what it 
would have been had the combination never been formed, the relative steadiness of 
the English margin at a j)oint which, in the main, seems lower than ours, consider¬ 
ing the higher gra^le of Ivnjrlish refined sugar, as well as the excec<lingly high margin 
found frefjuentlv in the United States since the organization of the trust, would seem 
to show that tfie jirice of sugar in this country hsis probably, on the whole, been 
rather higher than it would have been under what might be called reasonable com¬ 
petitive rates, and certainly considerably higher than it would have been un<ier 
conditions of competition such as have existed <hiring the last two years. 

A still further fact which leads to the same conclusion i.s that Mr. Uavemeyer, the 
president of the American tiugar Refining (lompany, seems unwilling to cejucede that 
the (wst of refining is as low as his eompetitors assert. Mr. Jarvie' srrys that with a 
margin of from .50 to fit) cents sugar can l>e refined without loss. .Mr. Doscher'^ 
agrees, saying that it can he done without loss when the margin is .50. Mr. I’ost* 
places the margin somewhat highei’, but concedes that a large establishment like the 
trust would have an advantage of from to .5 cents a hundred in refining. Mr. 
Havemeyer,' on the other band, puts oO cents a Immlred as tln^ bare cost of refining, 
and declares that 24 cents more at least must be a<lded onacciamtof the waste in 
raising sugar from !l()° to 100°, the iiolari.se.ope test of the refined, thus making the 
margin necessary for profit some 7.5 cents a hundn'd, instead of from .50 to fit). 
Apparently In^ thinks it wise to reckon in some interest, on investment witli the cost, 
which the other witnessi'sseem not to have done. Me admits that “ no great damage 
is done” when the margin is at 7.5 cents. There is a profit if all is in good working 
oriler. 

Another point which is to la. ismsidered, although it is one which i.s scarcely 
noticeable, or noticeable only in certain special ca.ses, on the chart, is this, that in 
order to secure the same jirolit.s the margin between raw and refined sugar should be 
slightly greater when the price of raw sugar is high, imuJinuch as the loss of weight 
is a more expensive waste. If, for example, with raw sugar at $3 a hundred there 
were a 7 per cent waste, let us say, in refining, this loss would amount to 21 I'ents a 
hundred; while if, with the same 7 per ciint waste, the price of raw .sugar were $4 a 
Inmdrisl, the waste would amount to 2.S cents. We see, therefore, that in order to 
make the same profit, the margin should lie 7 cents a hundred more in the second 
case than in the first. The witnesses speak of unusually vigormis eomjietition and 
a con.sequent low margin each year from December to March w'hile the Isiuisiana 
crop is being refined and marketed, but this does not apjiear with any regularity. 

On the whole, the chart seems to make it perfectly evident that the sugar com- 
binatiini has raised the price of refined sugar beyond the rates in vogue during the 
period of active comjietition before the formation of the Sugar Trust and the two com¬ 
petitive perioils during its existence. We can perhaps hanlly judge so accurately as 
to what might havi' hapjiened had the combimition not Ik'cu formeil, but tin; price 
has probably been somewbat raised, although there i.s doubtless some force in the 
argument of Mr. Rost to the eontrary. 

The chart does ni.it give us any inlormalion regarding the effect of the sugar com¬ 
bination upon the price of raw sugar. That seems to follow in the main, as would 
be expecteil, the fluctuations in the prices of raw sugar in both England and Ciermany, 
with the dwided differences that we should (‘xpect at times from the sffect of our 
tariff. It does, however, show some remarkable fluctuations. The advance in tiriees 
in 1888 and 1889 was due principally to a shortage in European beet (wopa ajnl in the 
Cuban cane crop, w hich led to wild speculation in Europe. It is probable, as several 
of the witnesses testified, that owing to its jieciiliar strength as a biiver of raw sugar 
the trust is able to depress the price slightly, perhaps of a cent,* hut tliis is not 
enough to be clearly shown on the chart. It is probable, too, and this in fact seems 
to apriear, that whenever there comes a decided drop in the price of raw sugar the 
trust has been able to delay slightly, tliough only for a brief time, the correspond¬ 
ing drop in the price of refined; while on Ihe other hand, increase in the price of 
raw is attended almost immediately by an increase in the price of refined, the tfust 
thus being able to hold itself for its own advantage, to a slight degree, inilependent 
of market conditions. 

'i*. ITO. 2Pj..88, 93, at. 3 Pp, 150,'' I IMP.'. ‘Post, p. 163. 
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WIlISKY.i 

A study of the line showing the iiifterem:e between the price of llie raw material, 
corn, per bushel, and that of ttie amount of the finished product, spirits, derived 
from one hushel of corn, shows nothing else so <‘learly as the vcrv gmat fiuctua- 
tions in this margin. Tiie price of corn, of course, owmg to variation.s of crop and 
to various factois which determine demand, tiuctnates gn.-atly. At present—as was 
the ca.se at one time earlier while the Distilling and Cattle Feeding Company was in 
the handsof a receiver, Oieneral McNiilta—the price of spirits is based directly u))on 
that of corn, so tliat the fluctuations correspond in the main; fmt for mo.st of the 
jieriod represented on the chart this is not true.' 

During the years 1881 to 1887 various pools were formed among di.stillers, most of 
which lasteii less than a year. The chart shows clearly that during the existence of 
each pool the prices of alcohol were kept up and the' profits were correspondingly 
large. When, however, the pool sns|)en(Uid, profits fell to a minimnm, the margnis 
doubtless often being tielow the cost of manufacture. At the formation of the trust 
in 1887 prices were cut for a time in order to force competitors into the organization, 
hut within a few months prices were raised and prolits liecame very largo. These 
profits stimulating competition, however, it became neces.sary again at the b(‘ginning 
of 1889 to cut prices very decidedly in order to force rivals into the combination. 
For some two or three years after this prices and profits were kept, on the whole, 
fairly high; but in 1892 and 18t);! a period of speculation led to ven’ startling sudden 
changes in prices and corresponding changes in profits so far as sides were actually 
made. It was of course true that at many time.-! the sales were very small. 

While the chart, attempts to show the ]iriees without tin- rebates, 'which were |iaid 
to wholesalers during the years bSttO to 1S9."),'' as well as the ipioted market prices, 
one can not be entirely sure of the accuracy of the chart in tliis regard, inasmuch 
as it has la-ell imiiossihle to secure with ab.sohite certaintv the dates of the various 
reliate changes. The chart is, however, not far out of the'way if at all. 

.Since the liirination of the .American Spirits Maimfaclnring Companv in 189 . 0 , while 
the business has been somewhat more stable than during thelast vears'of the Distilling 
and Cattle Feeding (lompany, at no time until very latelv has the combination had 
coinjilete eiiongh control of the market to be sure of steady prices and corresponding 
(irofits. It will be noticed, however, that for the last year and a half conilitions 
have, on the whole, been imich more favorable for the conibination than before, it 
having more nearly secured the control of the market. 

The chart as a whole would seem to show fliat tlie whisky coinbinations have been 
able to hold jirices ainl profits liigh only for short periods, inasmuch as they have 
ahno.st invariably attempted to overreiudi and secure too high profits. They may 
holfl pri(‘eH fitubli! for a few uioiitlis, ))Ut when the <lo come tliey arc much 

more radical and innch more (listiirbing to the traile tlian would lie tlie changes, 
relatively sjieaking slight, which would come under the regime of free cianpetition! 

■According to the testimony of the Fresident of the Distilling Company of America 
and one of its directors, the conibination has tinallv ado|)ted the police'of coinjiara- 
lively low Jirotits but iiiyariably secure ones. It r'eiiiains to be .seen whether, for the 
next two or thre<> years, it will be able to carryout tins policy, which from the point 
of view of the conibination, if it is managed on bnsiiie.ss jtrinciples and not for the 
puriKise of speculation, is a wise one.' 


FKTKOLKUM.5 

In TOiisidering the chart showing the prices of crude and refined petroleum, atten¬ 
tion should be called to the fact that figures for crude oil, though in terms of liar- 

"poll wl'icli this chart is laLscrt arc to he foimd on pn. ShV-sn. Tlie prices of spirits 
nr'lee ofT-oro ,lerk.’.Il‘'i "’‘''Th "* **"' "I Trade, anti arc trust prices at tLit point. ^The 

Su hv rV, Imr ^ "'‘I-";' f'"- - »t Chicugo. the Itasis wl.ich is at present 

iisul u> llu. Dlstillnig (.(tnipany ol .America in fixing its price for spirits. ^ 

America . ',a ml tao’c heea furnished liv the Distilling floinpany of 

'aUcVnil' 'J'l'' the i-ccrctury of the Chicago Board ot Vradc. ’ 

,™> ",'nta. p. mw; Blue. pii. 8t3, 847. 

'Clark, p. I-l; McNlllPl. 11 . 207. 

* Rice, I'p. 84.5, 847; Bnidlev, pn. 814, 81.A. 827. 

Petroleum have been taken fruin the Derrick’s Handbook on 

SmudS^in Oo™, .a a® hose for the Inst lew montliB, which have heen furnished hv the 

elm nU uiw wrfnm^ n^tc Illuminating oils at New York, Chicago and Clu- 

peJ gata was^iddtS^^^^^^^^^ .htaniiard Oil Comrainy Prices were given in hulk, and 2t cents 

hm the ai™tot the barrel. This cost of the barrel would of course vary slightly, 

Drot»bh"a fn r tt»llon s oiici that is laid dowm In the Handlamk ot Petroleum, iind la 

Sffthe rarllw dSi 7hb prices of exi»rt oils at Bremen were taken from the Handbook 

lor me earner period, and for the last few months have been fumlshod by the Standard Oil Company. 
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relK, are giv<‘n in bulk, the |)acka<;e iu)t bein^r incliKlrd in the ju’iee, wherc'as those 
for re^fineil oil aro^ovon in liarrels, iuelndinjt the [>ackage. This is in lU'conlance vvitli 
the usual system of ((uotiuji: these priees. 

I.—iV/(v’s of irjiio'd i'.rpoyt oil of Xm' York, cniile oil of Oil (Hfll, unil Ihr ihjfrnoicp 

hciii'i’i'n llo III. 
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I ,—of ri’fVi'ff I’j'/jorl oil ot Xcii- York, truth till til Oil Cihi, ttntl ihf tlilfi'rt’ntr 
htfn'trn thi'in —ContimioH. 
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0.7.5 

0 75 

<'ni(k“. 

.■>. 01 

1.00 

2.10 

2.;1I 

2.21 

2.24 

2.(2, 

i.oy 

2 51 


l.(W 

DilTirelln'. 

0. -^s 

7.00 

.5.10 

'.USI 

.5.51 

.7.-7 

5. 72 

0. 18 

.5.00 

,7. 21. 

.5.07 

Nov(“JiilK.‘r: 












llcliiu'd. 

l;l.2,n 

y.i2 

8.00 

10.5)0 

7. .50 

8. 2.5 

8 75 

7,. 87 

8. .50 

0. 87 

7.00 

Criuh*. 

i.rx; 

2.11 

2. .51 

2. 18 

1.07 

2. 74 

2. 74 

1,78 

2. 48 

1,72 

1.70 

Dilk-rctH’i*. 

S. (10 

0.08 

5. 40 

8. :12 

.5. .5:1 

.7. .73 

0.02 

0.11 

0. 02 

5.15 

.5.21 

Di’uuinbcT: 












Rofiiu'd. 

10.12 

0.02 

8.02 

9. .50 

7.12 

7.02 

0.12 

7.75 

8. OO 

0. 87 

7 .>5 

(;rud<’. 

1.00 

2.28 

2.82 

2.21 

2. W) 

2.28 

2. 72 

1.77 

2.14 

1.00 

l.lh) 

DiCFeroiico. 

N. .V2 

7.;3-i 

.5.80 

7.20 

5.12 

.5. ;3-i 

0. 10 

.5,98 

5.87 

.5.18 

5.45 


S8a—IT 1-4 
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I .—lYun of ri’Jiiird f.iftorf oil <U Seir Vurl:, rrniir oil ol Oil (’Hij, fiml flic (({Ifcrenir 
Ulinrii them —(\nitiliiUMi. 



} l?^s. 

j IKK'.). 

j IS'.ttf. 

! 1S9I. 

1 

j 1»9'2. 

i iso:'). 

1894. 

I 180.5. 

1800. 

1807. 

I8i»8. 

I8‘i0. 

January: 

RenniNi. 

i 

7.(K) 

i 

7.50 

i ■■ 

1 

7,42 

' 

0.45 


5. 15 

5.87 

' 7.85 

0.13 

5.40 

7.4:( 

Crude. 

■ 

2.ir> 

2.50 

l.7(i 

1. 10 

1.-27 

i.t«i 

2.35 

3. 17 

2.10 

1.50 

2. 78 

DiJVereiico. 

.'>S 

4.il5 

.5. (Hi 

;5 .00 

4.00 

4.(hi 

-25 

a..,a 

4.;>8 

4.03 

:L90 

1.0.5 

Feliriiarv: 









w 




Kelined. 

7 7'* 

7.12 

7. .50 

7. IH 

0. 42 

5.30 

.5.15 

(i. 00 

7. :5;5 

0. -iti 

5. .50 

7. 10 


•J. II 

2.12 

2. .50 

I..H .5 

i.m 

i.:i7 

1.01 

2.42 

3.31 

2. 1.5 

1.01 

2.71 








DilVereuee. 


u.lH) 

■i. IKI 

5. (hi 

J.'.M 

:l 03 

:{.-24 

a.5K 

4.04 

1.11 

;4.80 

4.00 

March; 













Hctinoil. 

7.7'* 

7,(H} 

7.25 

7.31 

0. :12 

5.31 

.5 15 

(1. 75 

7.10 

0.:4ii 

5. 82 

7.:U 

('nule. 

•z. -JJ 

2. hi 

2.13 

1.77 

i.:i7 

1.55 


2. ;>:) 

:5.18 

•2.10 

1.87 

2. tiO 

nilTeroiU'e. 

5. 'yJ 

l.si 

5.12 

5. ,51 

4.05 

3. 70 

3.-20 

4.-20 

l.•22 

1.17 

05 

4.(i.5 

April; 

Rermed. 


*5. H7 

7.12 

7.18 

<i. 10 


5.15 

0.12 

7.(H) 

0.13 

5. (i7 

7.05 



2. (h) 

i.y? 


1.38 


■2.01 


2.02 

•2.05 


2. (iO 

































May; 













RetiiKMl. 

7.:>h 

ti. 

7 •»;> 

7.20 

0. (Hi 

5. -20 

5.15 

8.20 

0. 75 

0.23 

0.01 

(). 00 


‘J.07 

i.yH 

2.11 

l.iiii 

1 . 3,5 

1.40 

2. 0.5 

3.88 


•2. (Hi 

l.0(i 

2. (iO 





I.JS‘4 

.5. 14 

.5. *>4 


3..80 

:i. 10 


3.03 

1.17 

1.05 

4.; 10 





June: 
















7.12 

7.l:t 










l.f^l 



1.02 

1.-20 

i’:ii 

•2. 10 

;{. .50 


2. 0.5 

2.07 








UilTereneo. 

r.. :ii 

LSI 

5,00 

.5.51 

1,71 

•3.77 

3.05 

1.21 

1. 12 

I.CIO 

1.0‘J 

4.50 

July; 













RefincHl. 

7 

7.2'i 

7.12 

7.0-2 

0.«H). 

.5.15 

5 1.) 

7 . (>5 

0. .55 


ii.‘20 

7.01 





I..58 



1.08 


2. (iO 



2 0- 











Oiffereuee. 

•A. 

■i.yy 

5. (Kt 

,5. 14 

4,75 

3.78 

3.17 

4 .-20 


1.02 

1.01 

4.00 

AUKU.st: 













Rellned. 

7. (Vi 

7 •’.» 

7 25 

t). 70 

ti. 08 

.5.18 


7.10 

0.05 

5. 75 

0.41 

7 .H-’ 

('rude. 

■i. W 

2 . hi 

2.12 

1..52 

1.31 

1. 10 

l.Oit 

a, os 

2.50 

1,00 

2.32 

:ioi 

DifTerence. 

.'k; 

A. 21 

5.1:1 

;UK 

1.77 

3,78 

a.- 

a.ia 

1.15 

4. (Hi 

4. 12 

4.7.8 

St^teinher: 













Refined. 

7.7o 

7.12 

7.37 

0. 42 

0.10 

.5.15 


7.1(1 

(i. 85 

5. 71 

0.ti3 

K. 0;'. 

Oude. 

•2. 2:1 

2 . ('• 

i.y5 

i.;iy 

1.20 

I..54 

1.08 

2. 9.8 

2.08 

1.00 

■2. 42 

3. 14 

DilTeretiee. 


5 .07 

5. 42 

5.o;i 

4.81 

3.01 

:{. 17 

4.12 

1.17 

1 . 0 s 

4.ai 

.5. la 

October; 















7.12 






7.10 
2.08 

0. ‘Hi 



0.00 


2. Hi 

2. 11 

i.yi 

1.44 

1.22 

1.(58 

1 U7 

1.01 







Rifforenec. 

5.4(5 

4.71 

5. 50 

5.01 

1.81 

:L 47 

a. IK 

4.12 

1.10 

;{. 9-1 

1.52 

5. 10 

November: 











r- 


RefintHl.^. 

7.2.A 

7.7)0 

y.'Hi 

0. 10 

.5.80 

5.15 

.5.15 

7.88 

7.15 

. 5.10 

7. -.(.A 

0. 10 


‘2AH 

2.58 


1.41 

1.-. 

1.70 

1.97 

3.41 

•) “<* 









’ 




. <)>< 

r "n 

4 .... 




. 

. . 


. 




t. 7 - 








. 4 .8.) 



December: 













Refined . 

7.2r> 

7.50 

7.2.5 

0.44 

.5.45 

.5.15 

5.01 

7.77 

ti. :55 

5. 40 

7. 12 

0. .8.5 


2.12 

2.48 

1.1)0 

1.41 

1.27 

1.H7 

2.17 

3.42 

2.:i3 

1.5.5 






Difference . 

5.13 

5.02 

•5.05 

r>. 03 

4.18 

:5.28 

;i.44 

l.ilT) 

4.02 

3.85 

l.liil 

5.72 

--- 


— 


_ _ 

- 

___ 

. _ 
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II.— whiii' Ulninintifut/f oiU <i( Xeir VDrk' (Jhinnjo, Id., nud Cinri}inoti, 
Ohitt, ihu'iiKj la.'fl >tiv monfliii, J89U, <(hd a( Xm York for (he yrors lHOd-1894, (he prier.s 
on fxtfje f>4'^ heiiH/ Inncenroie for ihear yrorft ox furiUKlied in (he first instance. 

[For earlkT prices see page TilT. Akii 2J <anits per gallon for eost of barrels, as hnlieated In diagram.} 


Montli. 


July.. 

August. 

Septemlier. 

Oetolier.. 

Nov<-niber.. 

December. 

Average for year 


Deliveries 

Deliveries 

, Deliveries 

at New 

' at 

at 

York <’ity. 

, Chicago. 

Cincinnati. 

4.27: 

:t. 72 

iki 

4.:U 

:4.79 

;t.C7 

4.5IH 

4.59 

4.52 

5. in 

4.79 

4.»)l> 


5. M 

5. Hi 

l).U0 

5. 7U ; 

5. .52 


-l.;« 

f.ll 


Year. 

1 Jan. 

1 

l‘Vh. ' Mar. 

Apr. 

Mav, 

.luiie.! July. 

Alig. 

Sei't. 

Oct. 

Nov. 

Dee. 

Yearly 

aver- 


i 

1 

! 

■i.91 1 I.W 

5.45 

5.85 

5.0;) i 5.05 

5. .).5 

5. .55 

3.50 

5.10 

2.91 

age. 

5.:i5 

is9;i. 

1 :t. :47 

2.«U 2.S.‘{ 

5. .5f< 

5. 71 

3.«l) 1 3.30 

3.03 

5.K0 

5.52 

5.W 

5. 52 

5.50 

1)S94. 

1 

5.04 5.02 

5.90 

3.41 

5. OH i 5.71 

5. 7 1 

5.3i; 

5.1k) 

5. .5h 

5.02 

5.59 


III. —Hrnnen refined e.ifiort oil prii'es. 


[(U'lits jier gallon, inclialing package. | 



1S79, 

IMHO. 

- 

mi. 

IHH2. 

188:1. 

1881. 

188.5, 

isxi:. 

1887. 

1888. 

1889. 

.launarv. 

12. .55 

lu. ;59 

12.29 

10. IX) 

10. 45 

12.08 

9.95 

■ 

9. ix; 

9.20 

11.40 

10.00 

gi iM- 

15 09 

10 10 

12.1)0 

10. :W 

10. .1.5 

11.20 

9.89 

9.79 

8.00 

10. :45 

9.09 

March.. 

12, 07 

10.28 

11.(W 

10. W) 

10.05 

10. ;52 

10.00 

9. .50 

8. liT) 

10.00 

8.84 

April. 

12.42 

10. 15 

11,09 

9.89 

10.70 

10.70 

9.9:: 

9.10 

8. JlK 

9.12 

8,70 

Mav. 

12,05 

9. HO 

10.77 

9.9li 

10. :i9 

10. .52 

9.90 

8.98 

8.58 

9.20 

9.25 

June. 

lO.lki 

10. ;)5 

11.01 

9.78 

10.00 

10.28 

10.10 

8.iM 

8. '4.5 

9.10 

9. .50 

Julv . 

10. 10 

15. 1.) 

10. 70 

9.51 

10. :19 

10.52 

10.00 

8.91 

H. 45 

9.80 

10.0:1 

Augvist. 

10. 10 

i:5.09 

10.0:5 

9. .51 

10.00 

10.87 

10.75 

8. 75 

8.:48 

10.88 

10.10 

Seplemlier. 

10, ;{-H 

14.5.1 

11. 10 

KU.S 

11.20 

11.80 

10.00 

8.80 

8.59 

11.50 

9.78 

4)etf*l)er. 

11.0.5 

1;\20 

11.0.5 

10.77 

ll.:t7 

10.4.5 

10. .59 

8.80 

8.88 

U.18 

9.72 

November. 

10.91 

15,90 

10. ;m 

10. Ki 

11.59 

10. :i8 

10. .52 

9.50 

9.40 

10.91 

10.21 

Deci'inber. 

10.9:5 

12. 95 

10.00 

10. 48 

11.8.5 

10 .28 

10.00 

9.82 

10.18 

10.77 

10.15 



1890. 

1891. 

1892. 

189.1, 

1894. 1 

; 1895. 

1890. 

1 

1897. : 

1898. 

1899. 

Jannarv. 

9.80 

9,19 

8.50 

7.71 

0.85 ■ 

i 7.21 

•8.49 

8.10 

6.79 

9.68 

Feliriiary. 

9.08 

9,;30 

9.02 

7.55 

0.79 I 

1 7.82 

8.:3.5 

8.10 

8.10 

9.61 

Mareh. 

9.44 

8,98 

9.1V2 ! 

7.:30 

0.70 : 

; 8.84 

8. :12 

8.03 

7.47 

9.:30 

April. 

9.35 , 

8.9H 

1 8.75 , 

7. :32 

0.80 1 

1 1 : 1.88 

8.05 

7.82 

7.30 

8.70 

Mav . 

9.01 

9.02 

' 8.41 . 

7.04 

0.97 1 

i 11.22 

8.05 

7.75 

8.03 

8.70 

June. 

9. .50 

8,98 

1 8.00 1 

0.79 

0.97 : 

! 9.90 

8.45 

7.88 

8.41 

9.02 

July. 

9.:50 , 

8.88 

8.17 ' 

0. 72 

0. 79 

' 9.44 

8.84 

7.50 

8.63 

9.39 

Augn.st. 

9.:lo : 

8.83 

■ 8.45 1 

0.5H 

0.02 

8.94 

9.02 

7.25 ' 

8.88 

9.96 

September. 

9.20 1 

8. .59 

1 8.52 : 

o.;io 

0. 72 , 

8.00 

9. 40 

7.t4 

9.05 

10.66 

Oi'tober. 

9.19 I 

8. 45 

1 8.38 I 

0.12 

0.8:3 1 

1 8.70 

9.01 

7.14 

9.44 

11. n 

Novcmljer. 

9.02 ' 

H.-V) 

1 8.05 i 

0.25 

0.85 i 

i 10 . 0:1 

9.15 

7.W 

9.58 

11 , 4:3 

December. 

8.88 

8. 70 

! 7.78 ' 

1 1 

0 . .55 

0 . 8:1 ! 

! 9.9:3 

8.35 

7.04 

9.01 

11.71 
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It will be noted that the price of export oil at Bremen is regularly ab(>ve the price 
not merely of that same (piality of oil in this country, but even of the higher grade 
standard white illuminating oil. For a brief time in 181)8 tlie New York price stood 
above the Bremen price. Tlie indei>endentH claim that the very low price in 
(■lermany during that year resulted from an attemt)l to prt'ivent their getting a foot¬ 
hold in the (oTman inurket. 

It will be noted that the prict‘s of oils in New York, Chicago, and Cincinnati are 
chartt'd on a scale five tiim^s greatiu- than that of tlu^ main chart. This has l)een done 
in order to show tln^ difh'rence in pric('s lK‘twi*en the three diffei’(mt markets under 
consideration. On tlu^ wJiole, the fu'ici' of oil in N(‘w York stands sonieVMmt above 
that in either of the other two cili(‘S, New York Ixmig somewhat,,fnrtlui' remove<l 
from tlie oil (ields, while the prices at (Cincinnati arc lowest. 

The rapid and <leeisive fall in th<‘ price (»f retiiu-d oil in New Y(wk in ISflU, it is 
claimed, was duo to the competition of the Bure (.)il (’ompauv. In March it ]>u1 some 
wagons there selling oil. Brices droj)j)e<l very rajiiilly until, as Mr. ].(‘e says, they 
were below cost. .Mr. Archbokl makes a somewhat different statement of the tignres, 
and points to the fa(‘t that the crude oil was rapidly falling. The <‘hart shows also 
that prices in both C’hicago and Cincinnati fell in like projiortion, if not even more 
rapidly, at the same time. The l^in* Oil Com}iany Ix'gan exjairtiiig oil to Oennany 
in October, 181)0, witli apparently somewhat better faciliti(‘s than the iiuU^pemlents 
had had before, wliich may possibly account in part for the ralluT rajiidfailof (‘il 
in Oermany at about that time, although erude oil was also falling. 

While then* is a genera! correspomleiice between the ligures in lliese difleren! 
markets, tljere are nevertheless sjiecjal tluctuations in eaeli mark<‘t, wliicli seem to 
be largely independent of Ihioliialions in the others. 

If we take tin* chart as a whole, and note the margin between the |>rice of crude 
and relined petroleum repres<‘Ute«l by the line B, W(‘ shall see that this margin low¬ 
ered very much mon* rapidly during tiu* early years of the indusiry than of lale. 
This, of coiirsi*. is to Iw.* cxpech'd, as iiH-tluMls of pnnhicliou are much more raj»idly 
imju'oved during the early years of an industry tlian later. 

There has been more or less of an association among the oil refiners who have 
made tlie Stainlard since 1872. This did not, however, in the (‘arlu-r years seem 
materially to affect this margin, whii-ii kept stca<lily decreasing unf il I871i or ISSO. The 
Standanl Oil Trust was formed in 1882. From that time on for a period of eight or 
nine veal's it is noiiceable that there is only a slight decrease in tlie margin. From 
1891 until 1898 the margin seems to iiave been steadily nearly or (piite a i crit ]ow(‘r 
than for the periorl preceding. But the i>eriod <>f the smallest margin seems to have 
lx*en in the years 1898 and 1894. 

Of late yciirs, airordiiig to tlic testimony of several retiners,' there has lyeeii a very 
decided increase in the S’alue of the bv-prodiicts, tlie profits, from tin* by-products 
lH‘ing apiiareutly cipial to th<>s<‘ from illuminating oil. Fnder lliesc circumstances it 
was perhaiis to beexpect(‘<l that the price* of refined i»etroleum, as c(»nii)areel with 
that (»f crinU*, would have K‘ssene<l still more than has been tin* case. During the 
last 2 years tlH*re luw been a tlccideel increase, not merely in the ]iri«‘e tA rclini*!! 
petn^emn, )>ut also in tlie niai^in bctw(*en e-rmloaii*! relineel. For the last year this 
higher margin is to be at least partly extilaim*'! liy the added cost of retinihg, coming 
from the incroasi* in c**st of .sup)'lies. For example, refineries arecoiistructe'l largi^ly 
of iron ami deterioratiem in them is raphl. The i»rice of iron has increased consider¬ 
ably jnore than b)0 per cent during this jieriod. It is also true that within the last 
year there has been an increase umoimting at times to as mucli as half a cent per. 
gallon in the cost packages in which refined oil is carried, and the priee.uf aci<ls 
has als<j im-reasod. These facts would explain, in part at lea.<T, tin* increase in niurgin, 
so that the })rotits have not been so much greater than they were Ifefore, as might 
l)e inferre<i. The geiu*ral testimony of the indejiendeiit retiners, how<‘v<*r, seems to 
show that conditions have Ihh*!! somewhat easier for them during the last year or two 
than earlier, ami the large divideiids of the Standard Oil (./ompanv-(if over 80 jier 
cent for each of tlie la«t three y(‘ars would also seem to indicate that profit.'' have 
increascfl. 

Although the indep(*ndent oil jiroducers have said much alnait the arbitrary aids 
of the Standard in fixing the prices of crude oil, the greater gen(*ral changes seem 
to have l)een due to the changes in supply i>rouglit about by other causes. The dis¬ 
covery of the very productive t’ourtli sand oil wells in Butler (’oiinty, Ba., only about 
80 feet under the third sand levels, led to a great increase in ]iroduction and the con¬ 
sequent rapid fall in price noted on the chart in 1878 and 1874.'' .Mr. la*e’' claims that 
the fall of the preceding tw'o years was brought about the general demoralization 
in the business eauwHl by the relations of the railroads with tlu; South Improvement 
Company and its successors. But that year was also tin? panic year. ^Tlie checking 


’ Archbold, p. 670; Westgate, p. 368; Emery, p. 6iJ7. 


«Lee, p, 281. 


P. 283. 
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<»f tin* How in file next years raise*! the priee aptin, when the<lis<M»\ery of the famous 
Hra^lfonl fields in tH7f> io<l to the K'eat <k‘eline of 1H77 and 1S7H. Likewise the 
depression in 18!)I-1SP;>, thon^di not so marked, was eaused hy tlie discovery of the 
MeDonal*! lieM in Alle^dieny County, with some of (he larsxest wells ever known in 
this country. Tln‘ su<l<l(m rise in 1805 s<‘ems to havi* he(*n due to the discovery of the 
fa*-l that theaimuml of oil on hand an*l the production were declining verv rapully 
as compaiH'd wifh the d(*mainl,‘ an<l to a consi‘(|U<Mit desire to <ret stocks aliead. It 
was thouv:id lliat some tif the rcOiners liad soM ahea<l, an<] that the advance in 
<TU*1(‘ was largely arbitrary, ami intende*! to ov<‘rt}»rovv them. At any rate thert* was 
nrgeiil *U*mand *tn asiioii. suj^ply, ami the market was larg(‘ly sjiccnlalive for a time. 
In 1807 aiiotln'r <h‘cline is due to the o)M*ning of the Wcsl Virginia tickis, while the 
present ris** is (o la- aseril)ed (o anotluu’ deeid<*<l cheek in the output, whieli is el<*arlv 
*lestine*l to grow Worse nnU'ss new fit'lds art' dis«‘overed. 

TIX VIATVJ 

Th<‘ most striking fact whieli a]>jK‘ais in theehart is the very rapi<l im'rease in all 
prices during tlu' year I8!f0—stet'l as well as tin plate. 


' rr<i’lii‘-tii)ii., !<hiiiiiiriil.<, anti .-itafk.-i of I'l'niisi/lranin vyiiiic oil for Ihi. ifniift 
I I'xirri'ls of 12 .iralloiis. I>i‘cri-iisr in iriilir>. ] 


Total pro- 
dlletion. 

'I'olal ship- 
im-nts. 

Shipments in 
e.xcess of 
pr< Klnelinii. 

I'rodlleiioii : 
in excess oi' ' 
shi|>menis. 

Slocks i) 

Hnrri'N. 

riereasi' or 
deeiea.se. 

ISorrt /s. 

H<irr( /-v. 


111 ! mix, , 
2.2s;:.3t;i ' 







r>. ..’.8',, joii 
0,7//,, m 
1,17',, H72 
•i,:’..ss.r,78 

:-{;i.'.io.s.oi[ 

171 

:f2,2t;-.>. :t:)2 
29, 825 

l.V. 

181 

. 

■1, .501,211; j 

r.,:i:k;,777 | 

5, It'd, 90.5 1 
9,.‘v)0,.5W i 


■'<»n lliis clifirl tin- prices of sIoa' 1 hillcfs. foinul in coniic<’iioii with llu* steel nml wireeliart, have 
heeii taken from lii(‘ Iron A? 2 e. which is. perliap'i. as Iriist wortiiy as any single authority ean l»e. 'I’lu* 
li;^iiiys may he eompareil with iIk^ prices of Ihe Bcllaire Steel' Company fnniislu tl liy Mr. Rei<l. tin* 
I’resideiit of I he Anirn'ican 'tin I’lati' Company. aii<l t»ritill'd on page Stks,' 
rim prices of tin and of tin plate have heeii furnished at the retiiiest of .Mr. Rt'iil by Ohelps, I)o*lgv 
ik <'o.. of New York thty, while Mr. Keid has liim.self given as nearly as was po.ssn)h‘ the eost of labor 
of maiinfaetnring one slatidard bo.\ of tin plate (p. SdS). Tlic i)rires printed lieh w. furnished by Mr. 
(■rilliihs. one of the o]ipoiienis of the tin-plate eomhinutioi), giving the cost of Ihe material used in 
(he mannfa<'liire of a lOO-poiind iiox, will provt* nsc'fnl for comparison: 

Washinuton, J’a.. ./(HI liar If 2o, 1900. 

The following prices lor material represented in the mannfaelure of tin i>lnte is taken from our 
books during the months <lesignated; 


l*i irc <f lilt lilaic per bar. loo poHinlii, If, hij -U 


i.s9t;. 1 

1 1.897~t;ontiuued. 

Septemher.. ;C 17i , 

detober. ;5.1.5 

Noveiilher. :C 12i 

December. ;{.0() 

1897. 

.laimary. :C00 

Felirnary. ;C00 : 

March. 2.87i 

A]iril. 2.90 ! 

Decemlier. 2.75 

1 1898. 

.laiiuarv. 2.75 

February. 2.7.5 

! .March. 2.75 

April. 2.7.1 

Miiy. 2.76 

1 .fune. 2.70 

.Inly. 2.65 

.Inne. 2,90’ ; 

July. 2.8.5 j 

; September. 2.65 

j October. 2.65 

September... gy,5 | 



Price paid for block iiti per 100 poumU. 


.lidv. 

18%. 


J»e<'eniber. 


. i;i.05 


I8t>7. 


Mareb. 

April. 


. 1;T68 

. 1:1. ,5.5 




Angii'^t. 


. 1:1. .55 


Septemlier... 
Novemlu'r. .. 

1897—Contimi(‘«i. 

.... 1:1.50 
.... i:t.5r> 

Mareli. 

.-Vprll. 

Mav. 

.Tuly. 

Septembi'r... 

1898. 

... 14.7.5 
... 14.50 
... 14.60 
... 15.65 
... 16.16 


Tin-plate bars from .Inly, 1H%, to December :U. 18%, w<'re $22.75 imr ton; from Jamiarv 1.1897 to 
July, 1897, they were $20 par ton; from July. 1897. to Novemb<T, 1898. wo paid $17.50 per ton. 

Price of billets ranged Irtnn $1.50 to $2 pt*r ton less than bars. 


Wm. H. Griffiths. 
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Tk{} caiisoa of the rapid iii(*rt‘Hse in tlic price of steel, the chief raw inaU'rial, are 
perhaps many, but, from the stamliKiint of tlu‘ nuumfacrtnrers, and for our purposes 
here, it will be sulticient to say that the enormous iiuTease in tlie diunaml for steel 
of all kinds is, perhai)s, to be considere<l ns first and most important. There has 
been durin^r tlu' last year a decided increase in the <U‘maiid for stei^l rails, not merely 
for the bnildin^^ of new railroads, but also for the relaying of old track with heav¬ 
ier rails, be<‘ausc of the heavi(*r rolling sto<*k now use<l on the most important 
roads. 

Structural steel for buildhigs is now nstal in enormous quantities, whereas for this 
jmrpose its use was almost unknown ten years ago. Steel bridges on raiiroa<ls ami 
elsewhere an* rapidly displacing all the wooden bridges. The use of pressed steel 
for railroa<l cars is almost entirely new. ('hairman (.iates, of the Amf^rican Steel and 
Wire (’ompany, is of the opinion that these later uses of steel have increased the 
demand forlhat article within the last 2 or S yearn by more than thetotal out[uit of steel 
for the whole Unitc'd States tifteen or twenty years ago.' It is, in all ])rohahility, due 
to this enormous demand for new purposes that the great increase in its price has 
come about. The increased demand for steel and c<msequent increased price has 
been to a considerable extiuit reflected in the jnnees of iron ore an<l pig iron, in the 
chai’ges for the transportation of ore, ami in the higher wages of lal)(>r. This increase 
in the price of steel, which, of coiu'se, is the chief raw material in llte manufacture 
of tin plate, of necessity has forced iip the price of tin plah*. 

Tin, as will l)c especially noticed from (he tables printed in eonne<*tion with 
the chart,* has increa.sed within tile Iasi two years from some $14 a humlred to 
double that price. Uihor also, since the 1st of .Inly, when the new arrangements 
were made with the Amalgamated Association of Iron, Stcvl, and Tin Workers, has 
increased some 20 pc*r cent on tlie average. ' Tlie diagram shows clearly the decided 
increase in all of these costs. 

The line I), rejuvsenting the perpcunlicular distance between the lines B and (’, 
shows the cost of manufacture, aside from the labor, which is included in U, plus 
the protit in nmnufacturing. It will be noted that from the beginning of 1H0.5 up 
to the middle of 1H97, in sj)ite of one decided dro]> in the latter part of 1805, this 
difference between co.st and selling price remained somewhat above $1, say $1.10 to 
$1.20 a Im>x. About the middle of 1807, (here wasa decided decline in jwiee, which, 
with slight variations, (‘(Uitimied until ()et(4)er, 1808. Before the organization of the 
American Tin Plate (’omjjuny, in December, 1808, there ha<l been, in October, a 
decided increase in tlie price of tin plate, and the increase hud been mon* than pro¬ 
portionate to tlie increase in the price of the raw material, which bail advanced as 
earlv as .fnly. It was, (»f course, known to most of the tin-plate manufacturers that 
die combination would prohahly 1m* formeil, and presumably the different establisli- 
mentH hail alreaily stopped in part the most vigorous eomjietition. This inerea.'^e in 
the margin between the e»>.st and .«eiling j>rice eontinueH rapidly until March, 1800. 
From that time on tliere has been no further general iiu-rease in the margin, 
although there have lieeii fluctuations. 

The very strong demand for tin plate wouhl ^woliahiy have enabled tie* manufac¬ 
turers to increase this margin, evmi if the eomhmatioji had not been made; hut the 
union of practically all the manufacturers under one management enahled them to 
make the U^st use <if the opportunity, and thus the margin was put hack to substan¬ 
tially the same as it had been •hiring the year 1800 and the first part of 1897. Since 
March, 1899, liowevcr, the increase in the price of American tin plati^ has not, cm 
the whole, lx*en m<ire than the iiuTcase in the value <4 the raw* material, plus the 
increase in labor c(»st, facts which were testified to in (fctoiicr by officers of the 
combination. 

The course of events seems to have been this: The j)ri<‘c of steel and tin was advan¬ 
cing rapidly, and tliis advance wouhl naturally tend to lower the margin hetvve(*n tlie 
material and the tin plate. For the three months, April, May, and .luiie, the pri(‘e of 
tin plate was not inen*ased ami the margin, in coiiseqiienci*, fell. In .Inly and .August 
the price of tin jilate was inc.rea.«ed very ratiidly, so that the margin put hack 
nearly, but not (|uite,as high as in March. The continiUMl increa.'s.* in the ]»rict*M of 
the raWMiiaterial in Si'ptemher lowered the margin, while a temp«)rai’y decrease in 
the raw' material in October raised it again. Another increasi* in the priei; of the 
raw material lowertvl it again in XovendHT and Deeeinher. It will he noU*d, there¬ 
fore, that on the whole then* luis lavii not a relative increaKi in the maigin, hut 
rather a slight decrease since last March, although tlie average margin is eonsidcrahly 
higher than at any time during the year 1808 and as liigh as it was during the year 
I 890 anil tlie early part of 1897. 


JP. 1028 


a P.808. 





rHDUSTRIAL COMJUNATIONS AND 


55 


It will bo notod boro also, as in othi'r oasos, that In nnior to soouro the samo profit 
tliori'sluiuld Im' a slij'litly niai^fin whon tho pricos of tho raw nmtorials aro 

Jii};h than whoii tlu^v aro low. It may fairly l)o considorod, thoroforo, otlior tilings 
t-qnal, Hmt profits since March, IHfHf, arc no liijrhor but aro rather lower than tl»oy 
were at that time, iwon thonj^h tho price of tin j)lato has very do<‘idodly inon'asod. 

Tho (-hart does seem to show that the combination had pow(‘r at the bejrimnn^ to 
pri*ss the advantaiK' that came with combination. Wliile the martfin may beat 
the present tinu* no hiirlior tlian it was in IHOO, if is perhaps fair to assume t1>at the 
c<(st ()f tuauufacture has been somowliat lesseueil, and that, in conse(pionee, tho profits 
are now rather hi};f'er than tlioy w<u-o before wlien the margin was the same. 

The lijie K represents tho ijnf)orted eoko tin plate laid down at Now York, duty 
paid per full wtdjrht box. The line K shows the samo thin<>‘, oxelusivo of duty. The 
distance, then, betwetm th(‘se two lim‘s repi'cseut-! tin* duty and the averay:e rate of 
fri'i^ht from rlu' Welsh jK)rt to New York. Tlu‘ prie(‘s an* tlu* cKSt of iiriportation to 
tlie jobbers witimut profit. The McKinley tariff of 2.2 et'iils [»er pound took the 
place of the preeedimrtariff of 1 cent a pound, July 1, IKPl. It is noticeable, how¬ 
ever. that, autieipafiii<r the ehaujro, the priet- of tin plate had advanced nearly a year 
kdon*, so (hat when the act takes effect despite the iiicrease in tin* price of impoi-t(Ml 
tin plate, liunt'appears a dr()p in line F. The low<‘rin;r of llK'dnty to 1.2 eetits per 
ponial, August 2S, ISP t, isslujwn eiearly by the drop in line F from S(‘i)te!n herb (Octo¬ 
ber. The dr((p in price, howev(‘r, did not eomo so that it shows (h-eidedly in monthly 
(niees until the month after flu* dntv was reiiMfved, a fact which appears in the 
sudden rise :nid fall of linc^ 1'. The eliaujrt* from 1.2 eents to l.o cents per pournl in 
the Din^lev law, fakiny: efh-et July 24, ISP7, it will he nott'd, was also anticipated 
some si.N months in ilu- inereas(‘d price, as shown in line K, and thea})parent drop 
in line I-' w hen (he act legally look «‘ff(“et. 

STKi:!. AND WIKK.' 

In this chart, a]s((, the most noticeabh' fact is tlie \erv rapid increase in all prices 
duriny: the year tspp. Thisinerease in prices is to he ehiefiy aserihed to tlie enormous 

' 'I In- [•rices lor I he ' luit t show iiijr the crude jtrid litiishcd iron iind steel liii ve heeii |‘iiriiished hy the 
<‘diloi oi (lie In.n A.;..'e. at the n<)iiest of Mr. (iiiles, (’[lairinan of ttie Aimih-ati Steel and Wire 
(.’oinptoiy. I'cicrs ••f siei'l hilletsari' I’itlsbiir^r priees; those of harh wire are tliose at jnill; lhos(*of 
smooth wire ami nails are .N'ew York pri<-<>. In (his chart sieel billets liave l>een taken as the raw 
nmterial; all tlie oilier articles niav i)e considered litiishi-d prodnets. in onU-r to avead eonfusion 
of lines, only IC '^Imu inj^' the niaifrin iietweeii the (iriees of the ernde iiialerial and the finished proil- 
uei. wire nails, liasjaa'ii drawn, in liki- manner, lines mi.trhl l.»edrawii showinjr the marfrin Jietweeii 
tlie prii'e of .'i-'i'l bilIris and the prices of bai'l> win- and snioolh wire. 


.1 iv iiKinllili/ ijih'liilioii/t Ilf I <if J^iltshiii f/ /«'•• i/ross Inn, imiiiufs. 
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deinainl, hotli at hoim- and alirojul, for of all kiiidy, as was explained in con¬ 
nection with the chart sliowing prices of tin plate'. 

If we note tlie line \\. sliowin^^ the margin hetwe'cn the ]>rice pew linialreel pounds 
of stee'l l»ilU‘ts !>, and that of wire nails!', we shall note that there was a .steady 
eiecline in this marunn fruni the year ls‘H) to hSlte, in the early part of winch the 
lowest point was todcheil. During'the latte'r part of IStto and initil lu^arly the close 
of lHtH> then' was a ve'ry <h*ci(U-d rise, not merely in the' price of wire nails, Init also 
in the marjrin. This jiie'at increase* in the marjxin was due* chie*fly to tlee intlueinvof 
the wire'-nail )k»» 1. wliie h, dmiicj tleat )H*riod, si*cine'd snhstantial control of the 
marke't for a time'. The sndde'ii fall in the' latte*?’ puit i‘f IS!M)came*at the time* of the 
break ini’ of tin* wire-nail pool. It is also t me* tlmt at about the.* same* time there was 
a clumitc of ha.<c for the li.'<ini> of the* market laici's of wire* nails, hut this e’han^e in 
the base elid not modify mate'iially tin' marcin as it appeals in the chart. 

It will l)e‘ notie*e*d, howeve'r, that after llie break in the* wire' nail pool tin' marttin 
duriici the years i.sP7 and isns still remaim'el eemside'iahly hielier than it hael been 
for three yeai’s !>efon* tlie formation of ttu* 

Tin* marke'd ine*re'ase in the* prie*e* of ste*e*l !*iite‘ls he^'an in .Noveml)er, ISPS; the 
ineivas;' in the price* e*f wire* nails follewe'd in the* succee*ilin,ir month, and hotii have. 
incre*ased \e*ry rapiilly ilnrintr most of tin* time* siin*e'. In a‘lditie)n to (In* incre'ase in 
the price of steed hilh'ts, tlie*rc lias also lu eii a <le*e*ide.'e! incre'a-e* in the* waws of the 
laborers e-n^diei-el in the* manufacture* <'f wire* and win* nails. 

The increase* in tin* waLn*s of the weirkinjrmen is not shown in tin* chart, hnt from 
the testimony ‘ the incre'ase in wa.Ln's amon;:; the* wiie' aiiel jiail workers has been 
jrreate'r than that amonjr tlie worke'rs ('n^ni^n.,1 in the mannfae-tmv of stee'l hilh'ts, so 
that tliere wouhl normally he*, on that account, some* incre ase in the* mar^rin. 

Another reason for an increase* in the* maiirin In-sieU's that of an iiie*rease'<l predit 
is this; There is alwaysaconsielewalile* waste in turnin-x the rawniale'riat, ."^te'e! billets, 
into wire or win* nails. If, f«.n* example, this loss were 5 i*ercent. in the* ca.-e*e>f ste‘<*l 
valueel at $15 a ton the loss weadel he 75 cents, whe‘re*as if ste‘e*l were $.‘>0 a ton the 


[Ciiiililiniitiuii ef loetlieti,* I'venii p. Im.) 

.Irciiti/r iiiriiiHilii of hdi'h irirr [<tiilriinhi'if] at iitill, p(r lOll iniKinit^. 
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1.43 

l.tM 

April . 

2.f>Hj 

2.55 

2. 481 

2.08 

1 lie) 

1.55 

0. !M 

0.87 

2.40 

1.40 

1.31 

2.05 

May. 

2.70 

2. 42 

2.22 

2.00 

1.IK> 

1.51 

1.05 

0 97 

2.5.5 

l.:}5 

1.31 

2.11) 

June. 

2.52i 

2.25 

2.201 

1.95 

l.r»o 

1.39 

1.11 

1.27 

2. .55 

1.31 

1.25 

2.30 

July. 

2.45 

2.25 

2. :50 

2.00 

1.57 

1.35 

1.11 

-1.08 

2. .55 

1.25 

1.31 

2.42i 

Autfuwt . 

2.48 

2.’25 

2.41* 

1.95 

1.01 

1.44 

1.07 

•2.05 

2. .55 

1.20 

1.20 

2. .50 

September.... 

2.55 

2.2i) 

2. :wi 

1.85 

1.57 

1.45 

0.99 

2.25 

2. .>5 

1.41 

1.32 

2.70* 

October. 

2.55 

2.0.5 

2.2J 

l.«2 

l..)0 

1.30 

0. <*9 

2.25 

2. .5.5 

1.49 

1.33 

2.95 

November .... 

2.5;5 

3.00 

2.22J 

1.71 

1.47 

1.18 

0.92 

2.25 

•2.29 

1.41 

l.’2H 

•2.95 

r)er‘eml»er. 

2.55 

3.00 

2.131 

1.08 

1.40 

1.12 

0.8.) 

c2.25 

1.51 

1.39 

1.’27 

2.H71 


•Ciates, }i. lOJl; Ke'is, p. yitl. 
• CliaiiKc of t)ase. 
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loss would bo $1.50. Stool lia.s more tliaii doubled in prioe; iu consoquonco with the 
sumo protit the mai'gin should hav(^ iiicreasod somewhat. 

Oil the -wliolo, however, itsetiins, both from the chart and from the testimony •ziveii 
before the (hmmission, tliat the margin, as represented liy the line E, indicates also 
quite a decided im-reasi! in the ])rofits. It will be note<l that in the last two months of 
the year IHUU there wus a decided falling off in this margin, showing that just at tlmt 
time, at any rate, there was a (heck in the prolits, the finished product having lost 
a little in price, while steel billets had gaine<l. In OctolxT the fall in prici^ of billets 
laid inco'used pndits. The presumption is Jieiv, as in tlie case of tin plate, that 
then' would have been without any combination a decided increase, not mendy in 
the price (U‘ the lini.siied product, hut also in tin* margin Ixitween the crude and 
the tinislied product, on account of the lamnnous demand. The Icstiinony seems 
to be nnifonn on this point, that none of the inamifacturei's have been able to meet 
the ilomand; but in this eas(>i also it st'eins certain that the ('omlunatioa was aide to 
take advantage of the opportunity better than individual manufacturer’s (-(Hild have 
done. 

Another factor ravds to l)e taken into account in the consi<leration of the chart. 
Tlic (ignr('s I’cprcscntcd are tliose fiir’iiishiHl by tin* Iron Age. It Is prolialde that 
there are no otluM’ figures in tliis coimti v that ri'invscnt more neai’ly actual market 
conditions. At th(( same time eacli individual mmiufacturer makes his sal(‘s iiidc- 
pendenlly. and tlu'se sales are largely imnle )>y contrai’fs extending over a period of 
some months, sonaUimes ('ven ov('r a ])eriod of one or two years. In consequence of 
that fact, the majority of the manufacturers of st(H*l may he selling tladr output (Ui a 
contrail price hxed six months hefoi’c, while the few inannfaeturei’S who are making 
late sali.’s may he olilaining a price 50 per (xuit liigher. 

As a mattiu'of fact, jialging fi’oni the testimony given, tlic <|noted market prices 
during tin? tirst half of the year 180tr were probably cousideraldy higher than the 
pri(;es actually realized by the manufacturers. t)n the other hainl it is also pr<d)al>le 
tliat the juices at tlic close of tlie year 1H09 reju’esent niiu’h more nearly, in the case 
of both tin* crude and liiiishi’d i)roduct, tin* n'al jirices secured by the mamifaetui’ers. 
Wliilii tliese different circumslanees need h> be taken into cmisidiu’ation, it is, never- 
theliw, doubtless true that the chart repre.sents fairly well the eliunging conditions 
of business during tlie j>eriod covered. 

While on the cluirt the margins hidweoii the price of billets and those of smooth 
wire and harh win} an* not shown by si^jmnite liiK’s, it is not diflicult to see that the 
tdiauge.s for tlie last y(:*ar, since the American Steel and Wire Company was formed, 
January, 1899, ari} substantially the same as tuosi' for wire nails. That company, 
through owncrsliip of jiatcnt.s, has a legal monopoly in liarh wire; but in all lines the 
prices have advanced ra|>idly for reasons already given. 
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risked all I had. which was then eiiiharked in the sn^'ar Imsines.s, in a tnist niiles.s 
the Imsiness had been ])rotected ri.s it ims by the taiiff." 

• ‘ Q. I pnt th( ise two things b ifjethiT—first that the protective system has brought 
such domestic competition that you are compelled to form a trust to keep each 
others’ throats from being cutV—A. That is just the ca.se w'ith sugar. Have I 
not just told you that prior to the formation of the Sugar Trust iKconfttanies went 
out of business, failed, weri' ruined, and that is the advantage of the tariff? But 
if you do not stick to real protei-tion in itself, but give these producers 40 to 00 
per cent, then they are bent-on mulcting the public. The great trouble is the 
tariff, and there you are." 


11. EFFECT ON OUTPUT, PRICES, AND COMPETITION. 

A, Control of ontpnt.—Mr. H.WEJiKVna's t<'stiniony before the Lexow committet' 
in battle was read to him. ami he stated that lie stood by every word of it. In that 
testimony he was asked as to his evidence before the United States Senate com¬ 
mittee in IStll. wherein he said that the trust was organizeil '‘with a view of 
controlling the price and output to the people of this country.'’ He answered that 
that object of combination was not in his mind now. though it doubtless was when 
ho made the statement. He would rather say now that the intention was to con¬ 
trol the output of the refineries joining the trust and the price of their products. 
"It goes without saying that a man who iiroduces SO per cent of an article can 
control the price by not producing." He admitted that liis company undoubtedly, 
in fact, controlled the product and price in the United States, The formation of 
the trust removed comiietition to a great extent. (1T-h-) 

The jirosent output of the American Sugar Refining t'ompany. according to Mr. 
HAVEMKYK.K.is about yo.OtlO barrels a day. its capacity about 40,001) barrels. The 
witness believes it is now producing 1)0 iier cent of the total output and could pro¬ 
duce 20 per cent more than the en.tire demand. The various competing refineries 
could probably produce ■HI per cent of the roipiired output. In IhOti the witness 
testified before the New York committee that his congiany produced from T.") to 
SO per cent of the refined output. In 18)11, when the trust was changed to a cor¬ 
poration. it was making 67 per cent of tlu> entire jiroduct. (11)7, 111, 124, 120.) 

Mr. Post is of the opinion that the American Sugar Refining tlompany does 
not restrict production abnormally. All busine.ss is regulated by suj)piy and 
demand. The capacity of refint*rie.s exceeds consumption, so that there must be 
some restriction. If it wer'e not for combination, failure of some refineries, 
owinjr to excessive comiietition, would soon close them as effectually as under 
combination. Competing refineries at present are operating on as small a scale 
as possible, because profits are little or nothing, Tlui Mollenhauer and National 
refineries have probably averaged about oniothird of thiur capacity during the first 
6 months of 1899. (1,>4,160.) 

B. Variatioiuof prices according to competition.—1. Oetumllij. —Tiistimony concern¬ 
ing the effect of the sugar combination on prices indicates that there have been 
great fluctuations in the margin between raw and reflnhd sugars since the forma¬ 
tion of the trust in 1887, owing to the establishment from time to time of com¬ 
peting refineries, some of which have later been absorbed by the combination. 
The following table shows the prices of raw and refined .sugars and the margin 
between them for each year. (Havemeyek, 10:1.) 

Quotationn for raw and refined sityarfor 20 yearit. 
tCompiled from AVillett & (fray's 'Weekly Statistical Sugar Trade Journal.) 


Year. 

900 Onti- 
gra<ie. 

Granu¬ 

lated. 

Differ¬ 

ence. 

1879. 

7.42:^ 

8.785 

1.302 

l.ifflO 

1880.. 

H.2f)0 

9.M)2 

1881 . 

8.251 

0.607 

1.410 

1882 . 

7.797 

9 . 2:44 

i.4:n’ 

188!! .. 

7.423 

H.m 

1.1)83 

1884 . 

5.857 

0 .780 

.923 

1885.1 

5.729 

0.441 

.712 

1880. 

n.m 

6.117 

.781 

1887. 

5.245 

0.1)13 

.708 





, 1.098 


-___ 

— 
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Q (iota tionsi for raiv ami refined sugar for :i{) ?/mr8—Continued. 


Year. 


\m. 

i«w». 

IWH). 

1891 . 

1892 . 
189;i. 

1894 

1895 
1898 
1897 . 
1898 


Avcrapo. 

1879 to 1887 , iiu-liisive 
1888 to 1898 , iliclu.sivo 


Centi¬ 

grade. 


5.749 

8 . 

5.451 
3 . m 
:i.Hi] 
H. 989 

3.258 
3 . m\ 
3 . "kvI 
4.149 


Granu¬ 

lated. 


7.997 ; 
7.949 
9.171 ! 
4.991 
4 .:i 49 » ! 
4.842 i 
4.119 ! 
4.149 
4 , 5 :w 
4.481 , 
4.979 ' 


Differ¬ 

ence. 


1.258 

1.207 

.7241 

.828 

l.«K 15 

l.ir;{ 

. 88-1 

.882 

.99.8 

.1828 

.827 


l.()5t8 

.iHai 

. l .'{2 


Tlio coiimioiits of the \vitn»‘ss4‘s r.iMm the fluctnation.sshown in this tnlde vary 
slij'htly in (h'tails, Imt there is jiK^eeinent on tin* g:en(Tal movements. Imniedi- 
atc'ly after the formation of the tni.stin IHM; jirices were raised considerahly to 
offset the (‘.wessivi'ly low priees of the preceding' yi'ars. The niari<in in IHHM was 
1.25H cents. 

Mr. Tiiukhkr adds that wluoi the lin.siness was j^ot into working; ordiT and eco¬ 
nomies in manufacture liad heiui effi'cted by closing inferior plants, this margin 
was i>‘duced, 

Mi‘. Have.meykr and Mr. Post merely call attention to the reductions in the 
margin (auised by the competition of tlie Spreekels refiueih's, which began in bSsy. 
and tlu’ less severe competition of the Mollenliauer refinery. <‘stahlished in l^tlO. 
Tile margin stood at 0.7 cent in lJ8t)0 and 0.8 in 18'il. In thclalter part of 1891 the 
Spreckels refineries wen* lx night up. and th<- margin wasrai.sed to 1.1 c('nts, which, 
as Mr. Havemeyer slates. *• is the usual margin \vi' liad laid out as necessary for 
the lienefitot the stockholders and proper conduct of the business.” The removal 
of the tariff: on refined sugar in IMOOis also statixl to have affected the price*, 
although its effect on the margin is not ch'arly pointed out. The Nathuial and 
M(d-ahan re'tiiKU'ics wmv estahlislud in 1892, hut there* se*ems to have beH*n little 
competition unt il the establislime-nt of tlie Arbuckle* and Doscher refiiu'ries. in 
1898. The •‘infe*rloi)eTs” have' brought the margin bedeiw O.o <H*n1.. destroying all 
pre>fft. (Tlmrhe*r, Haveuiu'yev, 107-109,130; Post.148.149.lOo.) 

The* liistory of the conipe'tition e)f the.se* twe) last-named rofine*rios is given more 
in d(“tail by several witm'sses. 

2. Arlmchlc lindlirru. —'Mr. J.VKVIE, a me'inbe'i* e)f the* firm, te'.stifies that Arbuckle' 
Brothers started a whole‘salegi-(H*(“ryin Pittsburg in IH.'iM. They bejgaii business in 
New York in 1870. making a specialty e)f roasteal e'offe'c in pound package's. Hav¬ 
ing a patented me*thod of filling, packing, and weighing. The'v sought io apply it 
to handling sugaj' as we*Il as coffee. The'y fenmd it impeissihle' to make memey by 
buying sugar from re*fine‘ries. anel .se) established a. refinery, which begun e)i)tTation 
in Se'pte‘inhe*r, 1898. Its capacity is alxmt 4.000 barre'ls daily, and the witne*ss 
believes it can refine as cheaply as tlie Ame'rican Sugar Refining Company. Before 
Arhue^kh* Bre)ther.s e*nte'red business the margin hotwee'n raw and refined sugar 
was about 90 cents per 100 pounds. The Amerii*an Sugar Rt*fining Compatiy 
began cutting pric('H, jii)i)arently with the purpose of crushing the Arbuckles 
out of business. The Arbuckles have followed the prices made hy the American 
Company, unless they believed it was cutting secretly, when they made open cuts. 

Arbuckle Brothers think that they can stand the losses if a company selling 90 
l)er cent of the total product is losing on the (‘utire amount, and they are in busi- 
ne.ss to stay. Offer.s for purchase of their refinery liave been made by outside 
parties, but there have been no (;onferenc(*s with the American Company directly. 
Arbuckle Brothers have markets in various parts of the country, depending on 
freight rates. They do not believe freight dis(*rimiuati(m.s are made in favor of 
the American Company. The prices of both concerns are the sumo, biit some 
and consumers prefer Arbuckle sugar, which they consider sni^erior. 
The American Company is putting up sugar in small cotton bags to comiKite with 
Arbnckle packages. (138-142,146.) 
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According to Mr. Jabvie. the present excessive competition has completely 
destroyed profits. The evils of excessive competition would he lessened “if the 
American Sugar Refining Oomi)any should be willing to sell less than 100 per 
cent of all the sugar sold in this country.” (148.) 

Mr. Dosuhek also believes that the American Company has generally cut prices 
first and Arbuckle Brothers followed, their prices usually being tile same. At 
one time in December. 1898. however, the Arbuckles cut one-sixteenth cent below 
the American. This was the lowest price reached. The margin necessary for 
profit is .50 to 60 cents, while the actual margin has been ninning between 32 and 
51 cents. (93.90.) 

An important iiuddeut f)f the competition between the American Sugar Refin¬ 
ing Company and Arbuckle Brothers is that the former has enteft’d the coffee 
business in retaliation, so as to compete with the Arbuckles in their own field. 

Mr. HAVE.MEYER testifies that the American Sugar Refining Compaiiy “are in 
the coffee business, and in it to stay." Havemeyer & Elder bought out the Wool- 
son Spice Company, of Toledo, and sold it to the Sugar Company. The price of 
coffee has been greatly reduced by this comi)etition. Previously the price of 
green coffee had been 10 cents, of roasted 13. The cost of roasting is'about 3 
cents. The Sugar Company reduced the margin to 21 cents, the price of green 
coffee meanwhile having dropped to 8 cents because of the great imnease in the 
crop. The Sugar Company desired to avoid excessive cutting ot prices by 
making a superior quality of coffee. The first cut was made largely through the 
fear of a fall in the value of the .stock on band by the de<dine of the irrice of 
gi'een coffee. (113.114.) 

Mr. Jarvie confirms this evidence as to the cour.se ot lu-ices of coffee. The 
American Sugar Refining Company, he adds, is selling roasted coffee for 84 cents, 
made from a grade of green coffee costing about 8 cents. The Arbuckles' coffee is 
sold for 9 cents, their green coffee being worth more than 8 cents. The former 
difference between green and roasted coffee was 3 cents, so that profits have been 
greatly reduced by the competitipn. (149.) 

3. boHcher refinery.—iAx. Doscher testifies that the New York Refining Com¬ 
pany began operations November 1.1898, the margin between raw and refined 
sugar having varied during that year from 70 to 97 cents. The American Sugar 
Refining Company was already cutting prices against the Arbmhles and the 
margin kept getting lower. It has varied between 32 and 51 ceivts. The American 
Company has usually cut prices first, the New York Comiiany following, but at 
one time the latter followed a lowt'r cut made by the Arbuckles, maintaining it 
for 7 days. The American Company has made some special cuts in localitiiw 
where it had refineries near. The ivitness has heard and believes that officers of 
the American Coinjiany have expressed the intention ot putting down prices suffi¬ 
ciently to run him out of business, and that they tlmeby hope to prevent others 
from competing for some years to c.ome. But he never heard anyone state that 
he had heard this actually’said by .such officers. The witness has had no confer¬ 
ences with the American Company nor with the Arbuckle Company as to selling 
his property or for any other purpose. He has been (inestioned by outsiders as to 
whether his comjiany wanted to sell, but dot's not know whom they represented. 
The witness formerly owned tint Brooklyn refinery, which joined the trust, and 
he now owns stock in the American Company. 

Mr. Doscher has been unable to earn any profit by refining with the present 
margin of about 50 cents per 190 pounds, but has made some gains by adv.inces 
in prices of raw sugar on hand. The witness believes the co.st of refining in his 
establishment as low as in any other, but does not know what it costs otli^rs, 
nor exactly what it will coat him when under more regular ojieration. He had 
exiiected to make a nice profit if the margin of from 70 to 97 cents had continued. 
The capacity ot his refinery is alsuit 1.000.090 pounds, or 3,000 barrels, per day. 
(88-91,98,100.) 

4. Other reyirieries.—Besides the Arbuckle and Doscher refineries there are sev¬ 
eral other smaller ones outside ot the trust. The indf^ndent refineries are 
enumerated by Mr. Havemeyer as follows: Arbuckle, Doscher, Mollenhauer, 
and National, of New York, Nash & Spalding of Boston, McCahan of Philadel¬ 
phia, Cunningham of Ualvestfjn, Henderson & Cogswell of New Orleans, and the 
Crockett Refinery of San Francisco; their capacity is equal to 50 per cent of the 
required output. In answer to the micstion whether the American Sugar Refin¬ 
ing Company had any interest in the Mollenhauer and Nash refineries, the witness 
said: “ I prefer not to state about that. That is a little bit too private.” (107- 
109,186.) 

Mr. Post, as selling agent of the Mollenhauer and National refineries, knows that 
they do not sell under agreement with the American Company, but ar%entirely 
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independent. He knows also that tlie American Company does not control the 
Arhnckle, Doscher, Nash, McCahan, or California Beet Sngar and Refining com¬ 
panies, nor two or throe in Louisiana and Texas. These refineries are now run¬ 
ning much under their capacity, being willing to allow the American Company to 
sell most of sugar at existing prices. The witness believes the American Company 
will cease excessive cutting tiefore long. (150,15:1.) 

Mr. Thubber states tliat while the Mollenhauer. Doscher, and Union refineries 
have no connection with the American Sugar Refining Company, they do not 
extensively cut prices in competition. They follow prices set by the trust, de¬ 
mand being sufficient to take their outimt, .altliough it takes only about two- 
thirds of the capacity of the American Company. Sometimes refiners having a 
surplus stock temiiorarily cut jirices. (14.) 

C. Policy of trust toward competitors.—The general policy of the American Sugar 
Refining Company toward its competitors is stated by Mr. Havemeyer in tins 
way: It is very vital to the prosperity of the company to keej) up its output. 
Wlien competitors begin business, prices must be lowered with tlio primary pur¬ 
pose of retaining trade. If tlie result is to crush comiietitors, that is their affair, 
not the affair of the trust. It is thus the puijHise of the trust to see to it that 
competitors do not stay in business too long. Moreover, it aims to keep prices so 
low that additional (sunpetition will not bo likely to be provoked. (108,120.) 

D. General tendency of combination regarding prices.—Broad statements of opinion as 
to the general influence of tlie trust on prices and its effect on the consumer arc 
made by several witnesses. 

Tims Mr. Thurbrr believes that although prices were raised above the ruinous 
figures prevailing before tlie organization of the trust, reduction to reasonable 
figures followed as soon as savings in co.st of production began to be made. 
(5,21,22.) 

Mr. Post believes that the combination has reduced prices to consumers. The 
company has not used its possible power to secure exorbitant profits, but has kept 
the margin small because of existing and possible future comiietition. The wit¬ 
ness believes the margin would have been greater if the trust had not been formed, 
in spite of the tact that it was so low before it was organized. The weaker houses 
would have lieen driven out and demand for sugar would liave exceeded the capac¬ 
ity of .surviving refineries, forcing iij) prices. But it the American company had 
exclusive control, he adds, it would be dangerous. Its managers might not always 
be as broad minded as Mr. Havemeyer. Competing refineries do infiiience price.s 
in the intere.st of coii.siimers. But it the number of competing refinerie.s were 
increased there would be no gain, tor some would soon be driven out of business. 
(1.58.1.51). 1(15. Kill.) 

The same witness adds, in this connection, that the price of refined sugar does 
not always sliow the real sum received by refiners: often one-eighth cent should 
be deducted, owing to methods of selling. This would affect the margin similarly. 
Tlie figures above (pioted .show the average margin from 18i)0 to 1898 to be U 
cents per 100 pounds less tlian for the 7 years before tlm organization of the trust 
in 1887. The average from 1888 to 1898 was 90.)!; from 1885 to 1887, when com¬ 
petition had destroyed all profit, about 75. (148, 149.) 

Mr. Atkins, whose refinery .ioined the American Sugar Refining Company at 
the time of its organization, testifies that the combination is manufacturing sugar 
at such a low co.st that it would scarcely be possible to compete profitably against 
it. With the small amount of protection which now exists, the American refiner 
must economize in every way possible to undersell the European competitor. 
While it is possible that indeiiendent coniiianies or an association of them may at 
some time effectively compete against the American Sugar Refining Company, it 
is scarcely probable. The witne.ss believes that the price of sugar has been on 
the wlhde reduced to the people by the c<unbination. The lower refined sugar is 
.sold the larger the demand; conseipiently it is profitable to reduce the margin as 
far as possible. (811,812.) 

Mr. Havemeyer states clearly the policy of the trn.st as to pricos. He does not 
•' care2ceutsfor your ethics," but thinks it is fair andrightas a business proposition 
consumer all you can," consistently with business principles. 
While a tnist could perhaps demand tlie utmost prices that the consumer would 
bear, it m (piite another matter whether it would do so. They would be kept as high 
as possible without provoking additional comiietition. In view of the economy 
of concentrated production, the witness believes that the trust could thus make 
proper profits, while the consumer would obtain goods at lower prices than 
betore c^bmation, and competitors with fewer economies would not be inclined to 
enter. When competitors do start in business, it is the policy of the sugar com- 
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bination to secure the coiitiuimtion of its output, wliicli is very vital, and there¬ 
fore to see to it that they do not stay in business too long. 

Trusts are not in business for their health, nor will they sell their product for 
less than they can get unless for sufficient reason. Nevertheless, coinbinations in 
all articles would be heneticial to the consumer. The consumer benefits by the 
reduction of prices during the fight with competitoi-s. If competitors are driven 
out the losses would b(‘ evened up by higher prices, but in the long run prices would 
be reasonable. 

In the su,gav business, Mr. Havemeyer adds, th(‘ competition of the Louisiana 
crop, lasting from about December 1 to March 1, tends regularly to depress prices 
and margin, .after which the policy of the trust is to increase the ijjargin so that 
the rate of average profit is about one-fourth cent per pound, which in the long 
run is the rate deemed most advantageous to the trust, in view of possible com¬ 
petition. Tliewitncs.s lisewliere rcfer.s to the desire of the trust to maintain a 
margin of alsmt 1.1 cents between raw and refined sugar, as fair to the stock¬ 
holders. The period up to 181)1! is especiallv referred to in this connection. (108, 

12(1. l;!4. i.sr,.) 

E. Method of fixing prices.— Mr. Post tc.stific.s that tin- price.s are usually announced 
at the office of the American Company in the morning, and if other refiners 
change their iirices that is announced a little later. Usually eompeditors follow 
the price fi.xed uidess they have a surplus of sugar which they want to dispose of 
immediately, when they may keep the price one-si.xteeutli to one-eighth cent below 
the American Company. iVeferene.i's of grocers, .and of brokers who distribute 
sugars to wholesale groeer.s. influence tmrehases where prices vary. The brokers 
of the Mollenhauer .and National companies fix prices for their product, but af(.er 
consirltat.lon with those companies. (141). l.aO.) 

F. Rebates.—Several witnesses de.seribe—their testimony agi'eeing in its general 
ontline.s—the system of rebates to wholesale groecTs in the handling of sugar, and 
its (“ffeets. The system was iutyodueed at the instance and tor tin- advantage of 
the wholesalers, not of the trust, itself. It has not bei;n used largely as a means 
for controlling the trade by the enubination. 

Previous to the formation of the Wlndesale Grocers' .Association, about 1888, 
competition laid I’ompletely wiped cart all pi'ofits in handling sugar, which con¬ 
stituted a larg(‘ proportion of the business of wholesale gi-oeers. The assoei.ition 
agi'ced to sell su.gar at an advance of one-fourth'cent per ])ouud on its co.st. This 
arrangement was broken up. and certain leading iobbers then conferred with the 
American Sugar Refining Conipany. It was agreed that sugar should be billed 
to the wholesalei's at three-sixteenths cent above the previous price, and that after 
3 months a rebati' of thre<esixfe(udiis cent per iiound should be j)aid by the tsan- 
bination. provided sugar had not been sold at less than the price billed. This 
arrangement wa.s agreed to by practically all dealers in New 'Vork, New .lersey, 
and New England, and it was later extended over the entire country. This rebate 
allowed grocers, probably, a small profit, estimated by Mr. Thurber at about 4 f)er 
cent, although Mr. Smith is doubtful whether theri- isany profit. (TllUUBKK. 18; 
H.vvemkveu. 12fi; Smith.,-).'); Post, lot.) 

The following is the circular formerly employed by tin; American Sugar Refin¬ 
ing Companv in proposing to individual .iol)bers the terms of the rebate system 
(137): 

New York, -, Id!) . 

Dear Sir: We inclose herewith invoice of even date, fi'om which you are 
entitled to our usual deductions of 1 per cent trade discount on lOO-liarrel lota' and 
1 i>er cent for cash it paid within 7 days. 

Should yon so desire, we .shall be pleased, uiam receipt of within written request, 
to constitute you one of our agents, in which ease sugar will be consigned to you 
for sale as our factor, upon the bdlowing terms, the title to remain in us sitb,ieet 
to your advances and return to you of your necessary outlay. 

1. You are to advance to us within :lu days the amount of the invoice, which 
■will be made uj) at our daily iprotations, less t per cent trade discount on 100-bar¬ 
rel lots, with the right to di>duet 1 per cent additional if invoice is made cash in 7 
days; the advance to be without recourse to, or reclamation upon us, and to be 
due in any event. 

2. The sugar when sold is to be billed in your name, although in fact as factor 
for us, and you shall without reclamation upon us. at your own cost, pay all 
expenses, and assume all risks of the property, and of paytjient of collection. You 
are not to incur any expense on our account. 

3. None of the sugar shall be sold or disposed of by you, either directly or indi¬ 
rectly, for less than our daily quotations with freight added from reflhing point 
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to point of wile (ns per eipnility rate book), nor on more liberal terms as to credit 
or cHsli discounts. 

So lon^' a-? the forcft’oinj? oonditioue are observed by yon, we will, upon an affi¬ 
davit to that otf(‘ct. pay you a commission of tbreo-sixteenths of a (xoit pc*r pound, 
and in addition tlicr do you sliall retain tin' profit, if any, over the advance made 
as above ])r()vidtMl. In case of any failure to comply with eithtu* of the above 
conditions no conmiissions will l)f^ ])ayable. Settlements will be made for each 
month’s commissions at the expiration of li month.s tliensafter. All (‘(mimissions 
payable for llie })eriod preccdin.i^ tlu? .'I riioutlis will then becoiiu! due. X-*ayments 
will only be made as above. 

This <i;^eu(^y is terminable at the pleasure of <!itlier party on written notice, 
y I )urs. res pec tf ully, 

The American Suhar Rkfinino Comi’any. 

This Hibate system still continues, but it ap])t*ars not to be effectix'ely enforced. 
Numerous .iobliers have cut tlu‘ prices of su.a:ar, and those who maintain the* a.Ltrec- 
ment lose many customers. This chang<^ is not attributed to the competition of 
now refineric's. but is c.harjted liy some witnesses to th(3 failure of the jolibers 
themselves to Iceep faith, and by others to the carelessness of the American Su^ar 
Reliuin.u: Company in re:.(avd to enforcing the contract and re(iuiring uffiilavits 
that goods havi* not been sold below tile price fixed. Mr. Haveim.'ycr says that 
the affidavit was abamlon(?d by the trust, in 1897, on ac-coiint of legislation against 
it, but a<lds that the agreement was never sucxa'ssfnlly enforced. (Havt-imeyer, 
1*20-1*28: Smith. .>■)-.■)«; Post. bTl.) 

The general opinion appears to be that tlie sy.stem is a le^timato and necessary 
one to prev<‘nt losses to dealers through extiessive competition. iMr. Smith spe¬ 
cifically states that lie believes the system is honorable, just, and legal. Without 
it d(«ilers are compelled to perform a public service in distributing goods 'wdtliotit 
a reasonabli* compensation, which is against publiij policy. Experience has 
proved this repeati'dly. (00, 08.) 

Tile agi-eement as to rebates has never stipulated that jolibers sliall not handle 
tile products (if other refineries. In fact, the various competing refineries have 
themselves copied the system. Thus Mr. Thurber states that the members of 
the Wholesale Gvoc.ers’Association are not confiiu'd to buying sugar from the 
Aiuericau Sugar Refining Company. Tlu‘y buy as they choose, having now 5 
diffcri'iit sources of sujiply, and have the same rebates from all companies. (13.) 

Mr. JAUVtEalso knows of no contract by wliich whole.sale grocers are restricted 
to Iiandling tin* jinxluct of American Sugar Refining Company. Arbuckle 
Brothers st^ll through whol<*sale dealers exclusively, giving a rebate of three- 
sixti'enths cent in addition to ordinary trade discounts. No affidavit is renuired. 
(142, 147.) 

A modification of the rebate sy.stem has recently been established in Oliio, 
owing to decisions of the courts against the rebate system. In May, 1899, the 
wholesale grocers adopted a plan among tlKUiiselves designed to prev(*nt cutting 
and to etpialize prices according to Ir(‘iglitrate.s. The plan is essentially to divide 
the Static into six sections, and in case it is proved that prices have been ent to 
any retailer, all wholesah* groc(*i> in that 8<ction are i*e(|nired to reduce their 
price corrt'spoiidijigly to Hit* phea* in ((uestioii, taking away all profit and placing 
all on an e«jual footing. A circular stating the plan in full is (pnited. A similar 
plan inis been in operation in Illinois, and lias helped to keep price.s up to profit¬ 
able rates. (Post, ir).'>-157.) 

III. COST OF REPINING. 

We can not judge of the justice tlie prices secured by the Sugar Refining 
Company <>r estimate its profits without knowing the cost, of refining sugar. 

While no miiiutelv specific statements wi'ri* maile by tin* witnesses as to the 
coat of production, the giuieral consensus of evidcnci* goi's to show that the mar¬ 
gin nec(‘.sH:iry between raw and refined to secure any profit is from 50 to (K) cents, 
and the presumption is that when it falls below 50 cents n'fineries are, not doing 
a pi’ofitable biisiiioss. This margin imfiiidcs tlie cost of refining projier and also 
tlie loss of weiglit in refining. 

Mr. Jarvie made the above as a general .statement, but refu.sed to state the 
pri'cise cost cif refining in liis own establishment. Arbuckle Brotlier.s, (139.) 

Th{i cost (if ri'fiuing, Mr.HAVKMKYER points out. is not the same as the margin 
between 90 degree raw sugar and granulated. The commercial value of a degi’ee 
of sugar is 6 cents per 100 iiounds, so that from tlie margin 34 emits per 100 pounds 
must be deducted. “There has never been anv cost of refining that I have ever 
83 A— PT 1-5 
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been acquainted with loss than one-half cent a pound.” When the margin is only 
60 cents j)er 100 pounds, it is a “ fair iuferen<-o ” that refineries are ninning at a loss. 
Dmdends could hardly he paid from profits resulting from such margins, but 
the witness refuses to state the source from which his company now pays 12 per 
cent dividends, when the margin is below 50 cents: “We may borrow it.” He 
also referred to existing conditioms as ruinous. With the mal'gin at 75 cents 
“it is beneficial * ■» * there is no great damage done then," but not unless 
everything is working ip concentrated fonn and in the very best manner. (112, 
182,136.) 

Mr. Do-SCHKII dc'clares that his refinery ha.s been unable to make any profit from 
refining at the existing margins of from 32 to 51 cents, but he had expected to be 
able to make "a nice profit’' if the margin of between 70 and 07 cents, which 
existed before his refinery was established, could be maintained. He is not clear 
as to details of cost or the method of figuring loss of weight from refining. Ho 
believes 03 pound.s of refined sugar from 100 pounds of raw sugar a bettor esti¬ 
mate than 92. From the same quantity of raw sug.ar about 2 gallons of syrup, 
worth ahoTit 12 cents a gallon, are obtaimal. Because of the risk of the sugar 
business the witne.s8 thinks a refinery should earn from 12 to 20 per cent yearly 
on its cost. (,S8,03,94,07.) 

Mr. Post .submitted the following estimate, ])repared by the general iminager of 
National Sugar Refining Company. This shows that the cost of refining, includ¬ 
ing the revenue tax of 4.799 cents per 100 pounds, amounts to about 35 cents, 
while the lo.ss of weight in refining amount.s to 28 cents; total, 03 cents, as the 
necessary margin. The co.st has not substantially changed within 5 years. Large 
refineries, such as those of Havemeyer & Elder, with 12,000 barrels'capacity, and 
Spreckels, with 8,000, could probably produce at from 3 to 5 cents less. (150.151.) 


Centrifugal sugars contain of— 

Pure sugar, about......per cent.. 90 

Impurities, about. ... .do_ 3 

Water, about. do_ 1 

100 

The loss in refining is aborrt, of sugar...per cent.. 1 

Leaving of pure sugar available. do_ 95 

Of this we get of— 

Granulated and yellow sugars, equal to.pounds.. 9'2i 

Sirup......do_ 

The sugar ■ is combined with an equal weight of impurities, making about, 
pounds... 5 


Taking value of granulated at 5.375 cents gros.s or 5.08 cents net and sirup 
at 2 cents per pound, we have equal to— 

92i pormds granulated, at 5.08 cents.. $4.699 

2i pounds sugar in sirup, at 4 cents.. .... .10 


4.799 

Less.-. .348 


Expenses to be deducted; 

Brokerage, about i per cent. 

Government revenue tax, J per cent 

Office expenses,i percent. 

Packages. 

Wages, fuel, boneblack. 

Repairs and sundries. 


4.451 


.?0.04799 
.10 

.20 


.348 


Granulated, say... |5.08 

Results. . 4.46 

Coat say..c.63 


^ Sugar in sirup? See 31r. Doseber's different statement above as to siru^ol^ained. 
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Mr. Atkins, who his refinory to the Ainorican Siiftar Rofiniiif' UoMipMuy 
ationt 13 years afto, state.s that at that time the cost of refiniii}' Knitar was e.stimat('d 
at about one-hall eeiit iier iiouml. U' tlie combination ha.s .suoceeilcil in reduc¬ 
ing this by 2.T per lient, it would bo doing e.xcepdingly well. Besides tbe bareco,st 
of refining, labor, fuel, char, etc., aciamut inn.st be taken of the cost of packages, 
insurance on good.s. interest on borrowed money to conduct the business, etc. 
The witness thinks that the American Sugar Refining (,'omiiany is producing a.s 
cheaply as it is possibhi to do, and doubts M'lndhi'r any competitor could sma’eed 
against it. (SOO, SO?, fill.) 


IV. CAPITALIZATION AND VALUE OF REFINERIES. 


To uiiderstanil the cost of ri'fining and the iirofits of the sugar combination, it 
is furtlu'r nece.s.sai'y to considei' the cost of refineries ami the relation to tbe e,\ist- 
ing capitalization of the trust—.Si,1.111)0.0(10. Si’Veral witnesses testified tha't the 
cost of a retinei-y sufficient to produce ii.OOO bari'els per day would be somewhere 
between $1 .."lOO.tiOO and .'ii3..')U0,000. including the cost of ground. This, of course, 
has no refireuce to the value, of the plants already eri'cted. including good will, 
etc.; nor doi s it take into ai'count the runniug capital uei'es.sary to conduct 
business. 

Mr. ll.WKMEVUi! testifies that the capital cjf the trust wiien first formed waB 
S-iO.OOO.OOO. Tile ca])ital stock of the various companies which euieiS'd tbe trust 
was given l>y Mr. Searles before tlie New York tr.ist committee at S«..')!KI,000. 
But their capital tiad little to do with thi'ir assets or real value. Borne of tliem 
weri'worth .SI.').blllMlOO or .S'.'b.nOO.OOO :ind were capitalized at .$300,001). A com- 
ntitfee of appraisemi'ut, fi.vol the re.siiective values, taking plant, location, trade¬ 
marks, status of bu,sinc.ss,iind all considerations into account. The witness bc- 


'.Ic 




[QimtiitioTis for iHKii find IH'.H) rulntu to th 
trust jirnitn-. Tlio Ainuricati Sn; 
izisl Jammry 10, ISOl.j 


imflilu of “.s'/ff/ffu trust" stocky tss:t isu'j. 

I th<' (RU't.illuntrK of thu Sugar K<‘rtn«Tios (.‘omjKuiy, the 
kurttiintt (’oniiKmy. thu oxi.stiujr corporatioii, whs orKun- 
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lioves tliu trust, is uow caiiitalizi'il at much Ir.ss than its ’.-fill vahre. Hr knows of 
no tr'tter estimate of wliat a tliiim; is wortli than what iieople are willing; to pay 
for it ill eusli, Tlie cost of bnihliiii; rofim'ries for an output of f.j.dOO ha,rrels per 
day would be perhaps .SdtI.OitO.OOil to .Sd.'i.ODlt.dOD. hilt tlie brand of Havemeyer & 
Elder would lirini; as niiieli alone. The value of brands and jjood will must tiot 
be ovi'iiooked. The various plant.s were houjeht at what tlley could he obtained 
for. On its heiii.a- pointed out that most of them were losing' money and worth- 
le.s,s under conilitions then existing', the witness said that they were ''not worth- 
lew under the oonditious tiiat were about to prevail." If a refiner feels tlnit liis 
plant is woitli to him, he may offer it to the trust for .S'.'.OlMl.()(»(), and it 

may be aeei'pted bi'cause mon“ money ran be maile by huyiiiH: the plant than by 
leavinj;'it out. ft is fair tor consumers i.» pay dividends on ■'itood will—^fair, 
indeed, to fj^et out of them all you can. (I it. liii. 121,i 
Mr, Diisi'MKii believes a good ri'tinery will cost about S2 per pound of daily 
capacity. Aside from land, a reSiiery of I.OOIt.OOO pounds (d.dUO barrels) capacity 
could probably lie built for about but not for .stl.OOD.dOtl. Refineries 

must be built on waterfronts, which are ex]ieusivc. The ground for tin' witness's 
refinery is worth probably S8(I0,000. Mr. Do.scher owned the Brooklyn Refinery 
at the time of the formation of the trust. He received for it SO.OOO.tHlO in trust 
certificates, which was. he thinks, no more than its vabu'. The North River 
Refinery took casli in.stead of an oiler of double the amount, in trust certificates. 

(91, 92, too.) 

Mr. Havemeyer, inreplytoaiiuestionastotheiios.sibility of building refineries 
of S.OiKI barrels cajiacity at $1 ..loo,00(1 ea<'ii. maintains tliat the man who made 
that statement would want to make about 50 per cent on his stock. He do((.s not 
believe such a thing could be done. (111.1 IT.) 

Mr. .Iarvie e.stimates the cost of an up-to-date refinery of 8.000 barrels daily 
capai.-ity at 82.000.000. exclusive of •• real estate." (189.) 

ilr. Post believes that the Mollenhauer Refinery, capacity 1,1.10,000 pounds 
daily, and the National Reiinerv. capacity 8.10.0(10. would each cs)st about 
$1,500,000 or .$1 .'00.000. besidiw lan(\. which would vary from .82.10.0()0 to 8(100.000. 
But each refinery needs, to cai'ry stocks of raw sugar and credits on ri'fimal sugar, 
about $2,000,000 running capital. The smallest iprantity of raw sugar for two 
such refineries wonhl be 80.000.000 pounds—15 days' sup]dy. This running capi¬ 
tal. owing to short credits, couhl probably he turned over from 1 to (i times jvarlv. 
If such a refinery had a capital stock of ,$2,000,900 a divideml of 20 per cent woulcl 
be only 10 per cent on the real investment, which tlie witness thinks is little enough 
in view of the risk. A higher profit might be made, especially by fortunate pur¬ 
chases of raw sugar, or vice ver.sa. (111. 152,1(10.) 

V. ECONOMIES OP COMBINATION. 

A. Continuous operation at full capacity.—The most imi)ortant .sa.ving by the combi¬ 
nation of sugar refineries is the continuous operation of the best plants at llio full 
capacity. While 18 refineries joined the tru.st only II or T of tlaun are now oper¬ 
ated, some having been dismantled and others kept ready for u.se in case of tire or 
other emergency: yet more sugar is refined than befon*.' Mr. Doscher slates that 
among those u hiidi were (dosed were: D<(nncr <S.'Do Castro, North River, O.xnaial 
Brotinu's. Moller (.% .Sier((k. Tlo'y were all old plants and all in the vicinity of 
New York. (Havemevek. 109. 110: Doscher, 99.) 

B. Large refineries.—Mr. Doscher maintains that a large refinery ha.s some 
advantages in economy of maunf.actnrc. but Isdh'vcs that the cost of rdini'fig in 
his establishment, wiihdi lias a capacity of about 8,000 barrels per da.y,is as low 
as iii anv other, altliongli he does not pos.sicss e.vact knowledge. (88-91.) 

Mr. Post submitted a statMiieiit .showing that tlie total (::ost of refining of the 
National Sugar Refining Company is about (18 cents pi-r hundred ponnd.s. He 
belkwes that large retiiierk s.siKdi ns tho.se of Havemeyer & Elder, with 12,000 
barrels daily capiicity. and tla.- Spri'ckles Refinery, witli 8.000 barrels, could prob¬ 
ably ]irodiicc at from 8 to 5 cents le.ss. (150,151.') 

C. Processes.—Mr. Doscher idauiis that there are no special secrid jirocesses, but 
Mr. Have.meyer says th.at, though the general processes of all .sugar refineries are 
the saiiirc yet by combining the ability and ('xperience of different men, advantages 
are gained. Mr. Diischer adds that the most marked iiiiprovemciits in methods 
in tills eoiiutry were made from 10 to 15 years ago, bill, other hiiprovements are 
being made continually. (Doscher, 91: Havemeyer, 110.) ,, 

D. Transportation.— Mr. Havemeyer testifies tliat refineries do not dare to take 
rebates under existing laws. The former iiractice was to give the American 
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Coinpniiy whatt'ver fjK'ilitios f<»r storage at teiiaiiial points wen* avjiiiahle, with¬ 
out (■liarg('. But mamrlytheiv lias liwn opposition iotliisliy outsi<lo wan honses, 
and faciliiios liave bi'cn ninch rostrictod. whicli tlie witiu'ss thinks very uninst. 
Tlu! trust lias agrood with the railways out of N<.‘W York for a divt.-sjon <»[ Migar 
freight according to a percentage fix<‘(l by a comniittoe of the roads, the 
sclu'dnle of pm-centages of ditfiTcnt I'oads is gi\’en. 

There is little advantage from adjustment of transp«)rtation except to points in 
the immediate vicinity of the rctinerics. The trust o])(‘rates om^ ivtinery in N<‘w 
Orleans and one in Boston, the others h(*ing in New York. (llh, \ ]2.) 

Mr. T)os('H]ck statics that his refinery gets no rehates from railwjiys. Imt lias 
the iirivi)(‘g(^ of free st(»rage at terminal poiius. a jirivilege which Mr. Doselier 
thinks large shijipers of all kinds jn-obahly get. The company sometimes has 
from 4,001) barrels thus store<l for as long as kO days. (tH).) 

E. Cost of superintendence.—Tin' saving in this is inaiipreciahle. Imt tlie saving of 
labor by eoneentration in a few ]>lants is important. (ILwksikykij. 110.) 

VI. EFFECT OF COMBINATION ON LABOR. 

t 

Mr. H.wKMi'.VKii dejiivcates llie alh'gvd attempt of CVilorado (*re smelters to 
coerce wi>rkmen by fhvi'at of closing certain smellers, supplying demand from 
others in the euinhination. Wln-n the Sugar Trust was fontu'd ee<u]omy of pro- 
duetiou eompelled tin* closing of many relineries. and many men were undoubt¬ 
edly deprived of eni[)loyment: but that is one of tlie conditions of trad(‘ which 
there is no liunian way to im'vent. The labor employed in sugar making is 
almost e-vcliiMvely tin' lowest grade of niiskilh'd labor, largely Poles and Bohe¬ 
mians. Wages are from si.:}.') to .sl.-iO. hut not one of the men could tairn as 
much outside ol: tlie leliuery. Tlien* are in) strikt's. Tlie men do not belong 
to unions. The condiTiims of labor are not nnheallhful or severe. The heat is 
normally ahout DO ; tlu'vaiiors are henetieial to the lungs. The company fur¬ 
nishes beer at cost to prevent men from going away from work to get it: it is 
neeessarv on ae<'onnt of the heat. Tlie hours of labor are 8 in summer and U) in 
winter. ' 120.) 

Mr. Post holds that sugar lahoriTs work under more favorahh* conditions than 
5 to 7 years ago. and rt'ceive from 8 to •> ctuits an hour more. Tin' wages for the 
elu'api'st labor are from IT) to ei'iits ]ier hour. an<l tin* average <luration of work 
is 10 hours. Temperatures are not e.xeessive except in the filter house, and there 
for only 2 or '4 liours a day. Worknn'ii are largely German and Irish. (101.) 

VII. RAW SUGAR. 

A. Production.- -From the rahh' of production of raw sugar by eonntries for 
1804 tSliS. submitted l)y Mr. Havenievei*. it apjK'ars that the crop of cane sugar 
for till' yi'av 1807-1)8 was 2,52>7.5n tons; beet sugar. 4.82r).r>20 tons. Tlie largest 
producers of cam' sugar an'.dn order named. Java (020.000). Louisiana (Oio.tioO), 
Cuba. Haavaiiau Islands, Pliilip[)ine Islands, and Brazil. Tlie chief ln‘et-sugar 
producers are Gerniany (1.8.72.8.77 tons), Austria {8;n.0()7), France and Rus.sia, 
each with slightly los ])rodiietiou tlian Austria. The iirodnction of raw sugar has 
receiuly faih'd to kee]! pace with the (h'mand. ehictly owing to the war in OtthH 
and tlu‘ Pliilii)])ines. After from 0 to 10 yi'ars, normal pvo(Un-tion over the world 
will jiroliahly increase sntiieieiitly to bring down the priei' one-half cent a pound. 
During the <lisl nrhaiiee.s in Cuba and the Philipjiines raw cane .sugar lias been 
largely obtaim'd from Java. Wi st India Islands. Dtoin'raia, and Hawaii, and Ix'et 
sugar from Germany and Austria especially. 

Sugar can be grown nuieh more elieaply in (Mbathan in this country. Wages 
then' wen' formerly only 00 to 70 cents daily, hut under existing exceptional cir¬ 
cumstances are $1.2.7 to si..70. (hiba. before the war produced 7^1.7.000 tons 
(1,000 000. according to Mr. Post), and if annexed could soon supjdy the entire 
aemand of the Uniti'd States at 2 cents a pound for raw sugar. (H.wkmkyek, 
104.107. Ilk; Post. 1.72,1.70. 100.) 

B. Beet sugar.—Mr. Post ti'stilies that the product of la'i't sugar in the United 
States was 41.000 tons in 1807. 04.000 tons in 1808. and estimaU'd at 122,000 tons in 
18i)0. Of this latter amount Michigan will produce 02,000 and California 54,000 
tons. Michigan and New York grant bounties which have gr<'atly increased pro¬ 
duction. The Mic'higan law has been interpreted as guaranteeing a bounty for 7 
years. If raw sugar were imported free of duty, the beet-.sngar industry would 
be completely destroyed in 5 years. (164.) 
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C. Effect of combination on prices.—Accordiiij;' to Mr. Post, tlie American .Sugar 
Refiniiig Comjwny. owing to its large eon.smiiiition of raw .sugar, doe.s tend to 
depress its iirice, Imt can not affect it more iirobiildy tlian one-sixteenth cent, and 
only during certain periods of Hie year. Tlie ^iroduetiou of beet sugar in Europe 
chiefly determines Hie price. Tile cane cro]i is marketed mainly from .Tanuary 
to April. The .American Ctimpany avails itself of its immense ciiiikal to lay in a 
large sniijily at that time, when the iiressiire of producers to sell is greatest and 
prices lowest. (b"i:i. bW.) 

Mr. H.WK.jiEYEfi admits that the .American .Sugar Refining (Company lias some 
advantage over its comiietitors in being able to combine ilifFeivnt raw-sn,gar 
markets. (lOT.) 

VIII, TARIFF ON SUGAR. 

A. Bales..—The act of July L’t, IStiT. fiaragraiib Sdil, fixes Hie duty on sugar not 
above No. Hi Dutch standard in c.ilor, if not testing above 7.5 degrees liy the 
polariscope, at 0.115 cent per ])ounil. with 0.055 cent per pnniid additional for 
each additional degreeof test. On sugar ab.iveNo. l(i Dnteli standard, or refined, 
the rate is 1.95 cents. On molasse.s. ;i cents per gallon if testing between 40 and 
66 degrees; above 5(1. 0 rents, Tlie raw sugars most eoinnioiily used for refining 
vary from 94 to 97 degrees. 90 being considered best. The duty at 90 degrees is 
'1.0^5 cents. The Treasury Department estimates that it requires 108.1 pounds 
raw to make 100 pounds refined. The duty on this aiuoimt of raw would be 
§1 ..83148. (Buy.n-itskv. 44-40.) 

B. Differential duty on refined sugar.—In (‘stimatiiig the amount of iiroteetion to 
American refiners from the duty on refined sugar, the aiuoimt of ri'fiiied obtained 
from a .given quantity of raw sugar is dcidsivia 

Mr. Bl'VNITSKY testifies that prior to 1898 the Treasury Department esti¬ 
mated tliat 93 jioniids of refined were obtained from 100 pounds of raw. Improve- 
meiits are coiitiiinally being made by which a larger proportion of refined is 
obtained, especially by making .new eombiimtions of raw sugars of different 
degree. Bncli ehange.s in prodnetion had probably made the Treasury estimate 
too low some time before it was raised, in 1898. to 931. Mr. Biiynitzky lia.s beim 
misrepre.sented as to his statements before a committee of Congress, but did suggest 
that he preferred 90 a.s a safer basis, believing that the rate slmiild be established 
8ufficientl,v high to antici]iate improvenieiits likely to tie made in a sliort time. 
Nevertheless, he eonsidered 931 as safe enough. The actual i|naiitil.v varies with 
different kinds of raw sugar from 99 to 94 iioniids, sugar friiiii Louisiana giving 
the highest results. The ealcnlations are very intricate. 

Taking the Treasury Department estimate'that 108.1 pounds of raw sugar at 
96 degrees are required to jirodiice 100 poniids refined, tlie tariff on that amomit 
of raw .sugar would he §1.83118. making the differential duty, or jirotectioii to 
American refiners. 13.853 cents per hundred pounds, since the tariff on refined 
sugar is §1.95. (.10-49.) 

Mr. Post believes that the .actual differential duty is more nearly 15 or 17 cents 
than 134 cents per hundred poniids. Mr. Doscunn also estimates that a iirodnc- 
tion of 93 pounds of refined sugar from 199 pounds of raw sugar is more nearly 
correct than 93 pounds. (Post. 157; Doscher.93.) 

C. Sufficiency of protection.—0])inions diffm as to the .sufficiency of this differential 
duty to protect American refiners and as to its effect on tiriccs and consumcr.s. 

The rate of protection, according to Mr. H.vvu.mkvek (assuming the differential 
to be one-eighth cent per pound). amounts to 31 pel’ cent iid valorem, and does niit 
cover the difference in the cost of refining between this and foreign countries. 
He advocates an iucrea,se to one-fourth cent, or 8 jier cent. The actual diffi>renco 
in cost of refining between the United .States and Eur’opa is probably between 0.13 
and 0.15 cent. To he sure, no sugar is now imported, probably, .so that Ameriisan 
refiners do not at this immeiliate time suffer from foreign competition, but this 
is because local competition has cut the margin below profitable rates and below 
the point of importation. Nevertheless, if the present duty were removed it 
would kill the sugar industry, iiermitting America to become the dumping ground 
of European beet sugars. An increase of tariff would not help refiners at the 
present moment, hut is sought for contiiigenoies." If a rea.sonableprofit, which 
the witness puts at ime-fourth of a cent per p.ound, were secured, t'oreigii sugar 
would he imported. (103,106.115,130,130.) 

Mr. .Iarvie practically agrees with Mr. Havemeyer. holding that if the margin 
of difference between raw and refined sAigar now prevailing'should Ixi raised to 
a remunerative figure there would he foreign competition. The general feeling 
among sugar men is that the existing differential of one-eighth cent is insuflteient. 
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The witness believes one-fonrth cent would give effective iiroteetion. He does 
not know whether increase in tariff at present would reduce competition .it homo 
or make business more ptijfitable. It would depiiid on trade conditions. Domes¬ 
tic competition would not be increa.sed by increasing tin! tariff nor dec)'ea.sed by 
taking off the present differential. The imnu'diate effect on foreign competition 
of removing the present tariff is not certain. (H;i-14.5,) 

Mr. Post also partly agrees with Mr. Havemeyer, although he believes the 
actual differential is more nearly t.5 or 17 than 131 cents. If prices were at a 
pi'oper point sngar would be imported. The importation poitit varies .according 
to the surpl\is stock in Europe; European prodmi'rs may sell in the United States 
at less than their home [u-ices. The cost of production in Europe is probably 1,5 
to 30 cents leas than lieii'. lint constant changes in tariff unsiitle business and 
injure the country, and unless conditions abroad change tlie tariff on sugar should 
n()t be increased. Domestic competition would probably not Ije affected by raising 
theteiriff. (1.57,163.) 

Mr. Buvmtsky dcresnot believe the differential duty on relined sugar has injured 
American consumers. Under that very slight pn>tection refineries have grown 
ami l)y tlnur success liave reduced inices. But if abuse should arise through 
e.-scessive price.s. the Pri'sident might be authorized by Congress to reduce the 
duty by e.vecutivo order. (4!), .50.) 

M'r. Atkins, an importer of raw sugar and a former refiner, pointed out that, 
while tli(! tariff on raw.sngaramountHtoover.50 per cent ad valorem, the e.vtra duty 
of 13,1 (!ents a hundii'd on refined sngar, which he believes to be the protection 
the refiner gets,” amounts to only !il per cent ad valorem, if th(! price be taken at 
3i emits. The amount of this small duty can sc.ireely affect the price to the 
consumer. The sugar refiner gets no advantage from the duty on raw .sugar. 
(800. 807.) 

D. Comparative cost of refining. —The effeet of tlte differential duty on refined sngar, 
of course, depends upon the comparative cost of refining in this country and in 
Europe. The various witnesses agreed that the cost is considerably cheaper in 
Europi'. largely because retim'd sugar is made directly from the beets, without a 
Bccond jirocess, thus saving the use of the boneblack, whhdi is expensive. The 
cost of labor is also less. 

Mr. Havemisykk and Mr. Post testify also that the bags which are used for 
holding sugar abroad ,are less expensive tlmn barrels, wliich are used here, 
althougii tile smaller liags, which are sometimes used in this country, cost about 
the same as barrels. Mr. .T.vrvib does not believe that the use of bags is mate¬ 
rially clieaper, since they have to lie made very heavy and since there is consider- 
,ible waste from them. 

Tile cost of transportation to the United States is insignificant, since .sugar, 
which is conveniently packed, is carried for ballast. England can refine sugar 
as olieaply as any country, and formerly refined 3.0110.060 tons annn.ally. But the 
competition of beet sngar has ruined the busino,ss and cut down the product to 
1,000,000 tons. 

The estimates as to tlie difference in the cost of refining in favor of Europe vary 
from 13 to 30 cents. (Jarvie, 143.140; Post, 1.53; Havmneyer, 133. 133.) 

E. Effect of tariff on raw sugar.— 1. E.ivcfixire protcef/on.—-Mr. Havemeyer de¬ 
clares that tlie pi'eseiit tariff of ,$40 per ton on raw sugar amounts to giving that 
much bounty to iiroducers in Louisiana and Die Hawaiian Islands, reacliing about 
$34,000,000 annually. He implies that tlie cost of produeiioii is only alxnit 2 cents 
per pound. He argues tliat producers of raw sugar, since it is an agricultural 
product, sliould be given no protection, but <m being prca,scd does not object to 
giving them moderate protection. Tliese domestic producers furnish about 35 per 
cent of the raw product, and apparently, from the witness's testimony, much of 
it comes in comiietitioii directly with the refined products of the American Sugar 
Refining Oomiiany. The price of refined sngar. and the margin between it and 
raw sugar, arc regularly deiiressed during the season of Louisiana output. (103, 
108,130. till.) 

Mr. Atkins, an importer of raw sugar, declares tli.it the present duty on raw 
sugar affords uuuecessarily high protection to the domestic producer. It has been 
establislied priinarily at the instance of the producers of beet sngar, and is having 
the effect of Imilding up that industry, but the witness considers that tliis is done 
at an unjustifiable expense to consumers, in view of the cheapness with which 
sugar could be obtained, if there were no duty, from Cuba and other outside 
sources. 

The witness considers the high duty especially unjust to consumers in view of 
the comparatively small proportion of the raw sugar consumed in this country 
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which is produced iiere. He submitted the followiui' table, sliowing tlie sources 
of our sugar supply: 


ConsiunpHoii and supply. 
Consumption of sugar, United States, l.S!).S ,_... 


Tons. 

2,047,000 


Sources of supply on basis of croiis of 1S08-00; 

Domestic cane....... .tTO.OOO 

Domestic beet.... .. iJO.OOO 

Total (protected by present t:irifE) 

Free fon'igii sugar : 

Hawaiian Islands... 

Porto Rico... 


Total (noMuty) ..... 295,000 

To Inive advantage under recipr(H‘ity treaties : 

Trinidad..!..... , 50.000 

Barbados....... . ... 45,000 

Jamaica... .. 27,000 

British Guiana....... 105,000 


Total (supposed duty, 1.05 cents) ... ... .. . .. 227,000 

Subject to full duty : 

Cuba...... 000,000 

Java...... . ..0'.t5. liiW 

Philippines, e.vport . . .. ... .. 00,000 

Egypt... . . ... 90,000 

Santo Domingo ami other West Indies... ... 70. (100 

Brazil.... 105,000 


Total (duty, 1.685 cent.s)...... 1,080,000 


. 208,000 

210.000 
55,000 


Total 


2,170,000 


Owing to the small pro))ortion which tlu' domestic ])roilm't itself bears to tlie 
total consumption, the jn-oducei-s of domestic,' sugar are able to gc-t the full advan- 
tiige of the duty—that is, tlie inice is ti.vc'd by the foreign product plus the duty, 
competition between ditferc nt domestic producers having Jio tendency to reduce 
the selling price. The witne.ss estimates that the profit or sni'iilus price which 
the producers of this country and of Ihiwaii, )i,nd also those of the Biitish colo- 
nie.s which receive ;i reduction of duty, gain thi'ough the tariff, at the e.x])ense of 
the consumer, is 822.!!87,91(). The metlujd of reaching this result is shown in the 
following table; 


Dome.stic production, 268.099 tons; estimated average. 96 test: duty at 

1.685cents per pmmd=.'ii.'i7.74 per ton .. ..^.. 810,114;J20 

Sandwich Islands, 219.099 tons: estimated average, !I5 test; duty at 

1.65 cents ])er pound=.8:l6.96 jier ton...... 8,870.490 

Porto Eico. .55,000 tons: estimated average. 89 test; duty at. 1.44 cents 

per pound=.852.25 per ton.... 1,771!, 7.50 

Trinidad, Barbados, and Jamaica, 122,000 tons; estinnited average. 

89 test; duty at 1.14 cc.'iits.—,8:12.25 per ton, .Sli,9:l4,.500; supposed 20 

per cent rebate... .. 786,900 

British Guiana (Demer;rra), 105,000 tons: estimatiMl avpra.ge, 96 test: 
duty 1.685 cents=::8:l7.74 per ton, 8:1.962,700; supposed 20 per cent 
rebate...... 792,540 


Charged consumer for benefit of producer.. .. $22,337,910 


Beet-sugar manufacturers, since their product is refined sugar, laailly receive 
a still higher protection, the total tariff upon refined sugar being 81.95 i)er 100 
pountLs. Mor(iOver, the l)eet-.sugar factories in this country are mo.stly located 
west of the Missouri River, and their product is sold in that region, so that the 
cost of freight from the seacoa.st, amounting to about one-half a cent i)er pound, 
is an additional protection to their industry. Mr. Atkins further stated that a 
recent report of the Agiicultural Department shows that estimates have been 
made abroad, in view of the possible competition of the United Sfettes in the beet- 
sugar industry, that granulated sugar should be produced in this country,Jrom 
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boets at ha cc'tits iier pound. Since the sellin^j' pric.e of refined sugar nnub' from 
the imported product is as high as 5 or 5A cents, the witness considers that tlie 
protection iiifordccl to the Am(*ricun producer is excessive. 

Tile advantage of the higli protection to the beet-sugai- indusivy. according to 
Mr. Atkins, has not so far conu' largely to th<‘ farmer, hut has Ix'en chiefiy 
absorbed by the inanufaedurer. Estimates show’ that the American farnuu's 
reu<‘ive fjom Si to $4.50 ]»cr ton for beets, wliile tlie farmers of rxenuniiy and 
other European countries obtain jmictically the same pnee. 

The effect of excessive protection to the sugar industry is to pi event tiie devel- 
opiin'iit tlie best processes, since they aix* unnecessary in ord<-r to secure a profit. 
Mr. Atkins beli(‘ves that th(‘American bect-sugar niineries are inferior in their 
metlh)ds to those alu’oad. Previous to iNiH). wlien the Louisiana sugar industry 
wuis higlily protected, the metlmds of production w'ere v(‘ry rudimentary. Winn 
sugar was nia(ie free undm- the McKinley tariff the pro<lueers w’c-re*forced to 
improvi' th('ir methods. Tin* same <'xperieiice has betui met w1tli in Cuba and 
otiier cfjuntries W’liere tlie price of sugar has declined and has compiled improved 
methods. The prices w’hicli an* Ix'ing obtained in Louisiana, even under the 
tariff’, w'onld have Ix^en considiTcd ruinous 20 years ago. 

As regards Louisiana sugar. Mr. Atkins ])eli(W'cs tliat the climate is not thor¬ 
oughly adapted to the production of sugar caiic. It is an artificial growth tluTe 
and never fully rip<Mi,s. (Atkins. .s05 -sni}. cSOD.) 

2. DdJ'i'truce in diificH hc(inr)i ooiniirir.s.—'Mr. Atkins, an importer of 

raw'sugar. testiti(‘s that as a result of the w’ar with Spain, with the consetiuent 
annexation of Haw'aii and in'ospei‘tiv(‘ annexation of Porto Rico and the Philip¬ 
pines, then* will l)e a gn-at iliff'erence in the xniccs obtainable for raw’ sugar at 
the dilFerent sources of onr supply. Altliougli under previous treaties the sugar 
prodiKM'd in Haw’aii w’as imi)orb d without duty, tlie uncertainty as to the future 
of tile islands ])r<‘vented the development of the indnstry on a largi* scale; Imt 
.since tlieir annexation to this country, and the consequent certainty that the 
tarifi; will never hereafter ap])ly to sugar brought from them. large inveslments 
aiH'being made by Amerieun ca])italists and tlie jimduct is rai)idly inen asing. 
So far tlic (hivernijK'nt authorities have held tliat business with Porto Rico is to 
he ( (msidered as coastw’ise trallic, and appanaitly it will not, in the flU^r(^ be 
subject to the duty. The same will proliahly be true of tlie Pliilijqunes. More- 
ovi'i’. treatii's liave bet'll imnle witli the British colonies in tlie West Indies and 
Britisli (ruiaiia, w’liich. if eonfirmt'd. will reduet* the duty on sugar from those 
sourct's liy 20 per cent, tbih'ss Cuba is anuext'd to the United States or unless the 
duty on sugar Crom Cuba is rept'aled, tluit country w’ill ht* entindy unabh* U> com¬ 
pete w’ith the otlicv sources of sniqdy. Tin* tariff, amounting to .si.OH tni OO-degree 
sugar, is such a largt* percentage of tht' cost of ju’tKbietioii. and tin* cost of prtKluc- 
tion has het'H so close hitlu'rto ft) tlie price reet'ived, tliat no country fliat is dis¬ 
criminated against by the estaldishmeiit of duties can possilily compett* with 
countries when* tlie duty <loes not apply. 

In support of tliis general coiiteiilion Mr. Atkins has prepared a table showing 
tlie iirice-i wliitdi could be leci'ived by the sugar producers of various countrii's.in 
view'of the diffi'n'iit rates of duty, and of the different freight cliaiges. on tlie 
hyjiothesis that tlu* market price of sugar in New* York, duty paid, is 4-t cents. 
Tins Tabic show's that sugar importtnl from (Icvmany w’onld net its iirodueer $3.71 
piT lOu pounds: from ('uba. $2.51); from »Tava.$2. Ml: from tlu*English coloni»*s.on 
account ()f tin- low’cr dnty.$H.i)2: from Porto Rh’o, $1.2H; and fi’om IJaw'aii.sJ.M. 
Tlie tabh' on wliich this estimate is basi d follow's: 


(’Imrt'os. 

lujiiiy. 

Cuba. 

•Java. 

Kin:- 

}is!i 

col,)- 

iii*'s. 

I’orto 

\Ui-o. 

Ha¬ 

waii. 

Duties; 

Tiiriir .. 

Ooiinhrvailing. 

Estiniatrtl frciKlies. 

Crnfs. 

1. liH.') 

None, 

Cellt.i. 

}. OS;’) 
Nolh*. 

Cr/i fK. 

mus 

N<un'. 

('cilfti. 

None, 

Noiu*. 

Ci‘U ts. 
Ncuio. 
None. 

Insuraiico ou f. o. li. valim 

Less bounty 

.It'd 

3.(l4-t 

.3511 

. d3;) 

.dr»() 

.d3S 

.dkW 

.090 







F. 0 . b. value. 

1. TS.') 

3. (illd 


.T034 

4.388 

5.140 





4. fid 

4.r)0 

i.m 

4.5(1 

4.50 

4.50 

Foreign value above 


3.0(1 

3.40 

3.03 

4.38 

4.14 
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Before the roeout insurreetion, Cuba Wiis imMlucinj,' 1,080.000 tons of sugar per 
year. For the last year the crop has been a little over 300,000 tons. There is no 
capital available! in Cuba for investment, and capital from the United States will 
not be invesb'd there for fear that the island will be made independent of t he United 
States and will be cmnpelled to pay (hity uiam sugar. Mr. Atkins is doubtful as 
to the ])ower of the Pi'esident, witliout a.n acd of Ctmgress. to conclude any treaty 
with (Juba by which the duty on sugar may be reduced. The witness does not 
consider it likely that any duty will be charged, at any time, by act of Congress 
or otherwise, upon the product of Hawaii. Ru-lo Rico, and the Philippines, If 
this is tlie case. Cuban in^lnstry. whic.h depends almost wholly on sugar, will be 
ruined, nnlcss its sugar he fr(!ed from duty. This country has a moral responsi¬ 
bility for the pi'osperity of the island. 

Mr. Atkins further believi.-s that the duty on raw sugar is (excessive; but this 
point is (h.'veloped more fully above, pages 71, Tt!. (Atkins, 800. 803, 808, 810.) 

F. Countervailing duties.—The effectiveness of the pi'otec^tion afforded to Ameri¬ 
can iT!finers dei)ends also largely upon the siicci'ss of the system of countervailing 
duties levied to offset the bounties pai<l. directly or indirectly, on tlie e.xportation 
of rctined sugar front various Europetm countries. 

The act of ,luly 31. KS'.tT. prttvides lliiit the tSecretiiry of the Treasury shall 
ascertain the amount of bounty ptdil for I'xportation of any article from any 
foreign country, and slnill charge an additional iluty on such articles. i>n their 
entrance info the United States, etiual to such bounty. By the circular dated 
Deccmb(‘r 13. 18!)8. the amount of sucl) bounties on sugtir is stilted for the Argen¬ 
tine Repuhlic, Austria-Hungary. Denmark. France, (termany, Netherlands, and 
Russia. Countries paying such bonntieson sugar have u.sually sought to concciil 
them, getierally by paying driiwbacks iit exiiortation on the basis of the actual 
amount exjtorted. while the original liix was levied on tin' basis of an assumed 
amount of production, from a measured (jininfity of beets, which Wiis less than 
the actual production. The reprcstmtiitives of the various countries ap]]<‘ared 
before the Treasury Department to influence the decision its to countervailing 
duties. Russia dimied that any bounty was given, but by the method above 
described the actuiil bounty is equiil to about 3.1 cents on 3t) pounds. Germany, 
Austria-Hungary, and France now give direct tiiid unconcealed Itounties. 
(Buynitsky, .')3-.5 l.) 

Mr. Post is of the opinion that existing countt'rvailing dutit'S tire accurate and 
satisfactory, and .substantially offset the vtirious foreign bounties. (Post, 163.) 

Mr. Atki.ns points out that in 1837 the consumjition of .sugar in Germany was 
694,000 toms, while the production was three times tis great— 1,726,000 tons. This 
great production has been due to the high bounties given by the Government. 
(810.) 

G. Drawbacks.—When sugar or .sirup refined from imported raw sugar is exported 
a drawback is paid enual to the amount of the duty less 1 per cent. A careful 
calculation is made as to the relative proportion of refined sugar and of .sirup 
obtained from a given ipiantity of raw. and a drawback is apportioned between 
these two. By this method a table of drawbacks, according to tlie degree of 
polarization of raw .sugar, is determined. The dra wbacjc on 100 pounds of refined 
sugar m.ade from 96-degi'ee raw sugar is 81.Ih. The rate on sugar made from 
beets varies sliglitly. The drawback on sirup valued at 3 cents per gallon or less 
is U cents: from .3 to 14 cents, one-half the value of the sirup; above 14 cents, 
7 cents per gallon. The values named are fhose in the tank at the refinery with¬ 
out further treatment or icctificatioii. (Buy.mtsky, 44-46. .61.) 
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LIST OF WITNESSES. 


Piipo of toHtiiHoiiy. 

Bradloy, Edson, pi-o.^ident.Aan*]‘icHn Si)irits Mainil'afturintr Coinjjany and viw-imwidont 


Di«tilliiiK ConiiMiny of Ameriwi.-I. f. .. ><}3-S31 

Clnrko, t'lmrloH C.,indoiK!nd<mt.<liBtillor, Pooriu. Ill.. in? 

Cook, Martin R., wIioIckiiIm Ii<iuor doalor and rlistillor. Now York City. :J4d 

Liiytios. Henry E. O., vvljol(»saJo li(inf>r dealer and distiller. New York City -. . ;.»')(> 259 

MeNulta, tTiiljti. receiver of tlie I>istillinK and Cattle F^M'dinji Coni]Miny. l!>2-240 

Rice. Samuel, jnvsideni Distilling Company of Anieriea ... 8:d -b4H 


L DESCRIPTION OF BUSINESS. . 

The whisky Inisinpss is (lividofl. nmo-lily spcakiiie;. into three hraiiehes— 
(1) tlie (listillation of <il(a)lioli<‘ spirits: (2) rlu' iH'ctifieation of such s])irits into 
whiskies ami other liquors nndtlieirdistvilmtion: (d) the ilistillatiou of straight" 
whisky, wliieh is rendenal fit for nse only by a^ini^. The ehicd' liranches of the 
latter trade are tlie distilling' of Bonrhon wliisky in K^nitueky and of i\ve whisky, 
which i.s chielly confined to ik'iinsylvania. and Maryland. 

A. Spirits.—The nndiliibMl product of the distillati<»ii of c<)rn is alcohol. When 
refined through cliaieoal coinniercial alcohol becomes known as pun* spirits. A 
sli^litly dilferc'iit form of ])ure spirits i.s known as high wines, which was the 
former ha.sis for the quotation of prices, the present basis being ••prooi sinrits”— 
that is, s])irits reduced to a pro])orlion of one-half alcohol. “The term high wines 
w’HK mon* descrij)tiv<,‘ of a kind of product, and i>ri<'es wiTe based after all upon 
proof galloTis:'■ so there has bcmi no cs.sential change in the basis of quotation. 
Alcohol is (iiiefly used in tlieaii.s. Spirits are used largely in making colognes 
and cssiuices and in blending to mak(‘ eliea])er grades of wiiiskies, gins. etc. 
Out of a total annual ])roduction of about hd.iKiQ.OlH) gallons of spirituous liquors, 
only ‘,‘'J,n(JO,000 gallons are rye and liourbmi whisky, tin* rcmaimhT being alcohol, 
spirits, or rectified whisky. (Ci.akke, 108 : McNl'J-Ta, :i01, tlOo: Luvtiks, 258; 

' Bua]>lev. 827.) 

The r(‘sidin‘ riom di.stillaliou is an excet'dingly important factor in thelmsiness. 
That remaining froni 1 bushel of c(»rn is suflicient to feed 1 head of cattle 1 day. 
By a reeiMit iiiventiou. \\'hicli is being used largi'ly in (fermany and to some 
extent in this country, this n-sidiu'. instead of being fed directly to* cattle, is dried 
and haled. This is advantageous btrause constant opiu’ation in order to supply 
cattle is uot neces.sary, ami tlie r<‘sidm; can als<) la- used “ in summer, wdien the 
cattle can not be fed on shqis.' (Llyties, 258, 2551.) 

B. Eectifying and compounding of whiskies.—A considi'rabh* pnqiortion of pure spir¬ 
its are used in the preparation of eheai) gradt's ot whiskies, gin, etc., wdiich can 
be us(m 1 immediately \vithout aging. This process is largely carried ini by wdiat 
are kn(»wni as re<'lifying houses. Tlu'se houses are also often relbri'cd* to as 
“distributers." because it is through tlimn that the siiirits reach the wholesale 
trade. 

Mr. IliCE testifii's that pure .spirits are to he considered as raw’ material. There 
is no dilference in quality, and practically no d(‘inand for the great lailk of the 
output exciq)t in a niodilied form. The pi’ice. therefore, of pure spirits deptuida 
absolutely on the piiia^ at which tin* ri'ctified product is sold. The business 
of distrilniting .sjurits may b<* considered more jirotitalde than that of distilling, 
because of tlie valiiabh^ tradi’-marks and livands which are often cmirn'cted with 
the rectified pr()du(*t. It is for this reason that the whisky (•ombiimtioii has 
sought to liring in the Imsine.ssof r(*ctifymg and distribution. (835.) 

Tin* process of compounding and r<‘ct]fying was dcscrilK'd in .some detail by Mr. 
Clarkk. He stat(*d that the pin*© spiiats. reduci'd snflicimitly in strength, are 
mixed Nvitn bvowni sugar and other coloring substance.s, and flavored with various 
proportions of high-prie(*d (dd wdiisky and with otlier mat(*rialH. Tlu> witness 
knows of no harmful materials used, but the projiortioii of old whisky used varies 
greatly, and the cost varies ai’cordingly. If 10 gallons of old wiiisky. w’orth about 
$2.15 per gallon, are used with 10 gallons of pure spirits, worth $L30. the cost of 
the product, imdmling 5 cents for otlu*r materials, would be $1.00. If the proof 
be reduced Iroiu 1()0 to (50. as is Sfunetimes done, the cost W'ould be 0(5 cents. 
Another fonn of cheap whisky is made without old whisky, and with the proof 
of 00 can be made for $1.23 per gallon. Most wiiisky sold over the counter, except 
by druggists, is rectili<*d whisky. (170, 180.) 

Mr. McNulta, after studying carefully the compounding processe.s of the Dis- 
Uattle-Fe(*ding Company, (‘specially in the Shnfeldt distillery, believes 
that the adirlteration of whisky is purely imaginary. The basis is high-proof 
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spirits, whicii in siiiipiy refined jiicoliol. m'tli j\int eiion,!;!! wnter to Jiold it in liipiid 
form. To tliis, to iiiiike wliisky. only bniwn snsnr. fflyeerin, mid jirnne jniee are 
added. Tliere is notlnufr tlnit can (le .sulistifnted lor tlie spirit, which is itself 
exceedinjrly clieap. Wliislij«tlnis made is iiiafcctl.y pure.aial Ihuntfli mipalatahle 
at first,improves hy a,!re. (tin is made at the Slmfeldt distillery liy a aeei’et iiroo- 
e.s.s in wliicli jnnijier lierries and other vegetahlc materials ip'e added to )mre 
spirits. The jirocess is as .satisfactory as Unit used in Holland. ('KM. itiO.) 

C. Kentucky and rye whiskies,—These whiskies, which arc chieliy used for beverajeo 
pttriioses, ar(! made tit for use onl,v by a,a:inK. usually for a number of years, dnr- 
ingwhich time fteneraUy tlie ta.\ is not iiaid. tile u'l'ods bein.i,' held in bonded ware¬ 
houses. The distillation of tlu'se whiskies is (juite closely confined in locality, 
and their sale depcmls almost altofrether on the nanu'of the hwind. The lu'iccs 
are much liifflier usually tlian for staple or rectilied wdiisky. (BtUDt.EV, 
KiCE.SdIi.triT.) 

II. HISTORY AND DESCRIPTION OF COMBINATIONS. 

Introduction.—The va.rions eomhinatious in the wliisky bu.siness have been so 
numerous and so intricatel.v related that it is not i-as.y always to understand the 
references made by the various witnesse.s. 

A.side from the early pools, the first combination was the Distillers and Cattle 
Feeders’ Trust. This was succeeded by th<‘ Distillin.u and Cattle Feeding Com¬ 
pany in bsitl. The latter was reoru-anized under the title of American Spirits 
Manufacturing Comjiany in btir). All these organizations were confined strictly 
to the business of sjiirits. having nothing to do with Kentucky and rye whisky 
and very little to do with the rectifying and distributing business. 

In l«l(i the Spirits Distributing Company was incorporareil. as a subsidiary to 
the American Spirits Mauufactiuing Companv. for the purpose of controlling 
rectifying and di.stributing houses. In bStri the Standard Distilling and Di.stribul- 
ing (.'omi)aiiy was organized. It controlled various spirits distilleries, hut took in 
be.sides many distributing hoiises. 

The Kentucky Distilleries and Warelamsf* Cointtany was oi'ganized in February, 
181)1), to seeiin' control of the Dourbou whisky business. 

Latin- in ISiltl the Distilling (.'ompany of America was formed to combine all 
four of the mvisting companies above named and (o take in also certain leading 
rye distilleries. Tlii.s organizatmn \ca.s estabh'slied during the time wdieii testi¬ 
mony on the snh.iect of the whisky ci.nnbinatioris was tieing taken before the Indn.s- 
trial Commi.s.sion. so tliat some of the witne.s.s(‘s ,ga\'e i videni'e before its organiza¬ 
tion. This filet must lie borne in mind in interineting the slateuients of tlieso 
witnesses. 

A. Pools.—The first eombimifions among distillers, hegiiming in bSUf*. werein the 
fonn ol pools. The nnmher of barrels to he produced hy eaidi ilistillerv. and tlie 
prices, were regulated hy agreemenl. From 70 to ,S0 distilleries iisiuilly joined, 
and proiluetion was limited to about .-)tl iier cent of their ciip.ieity. One'of the.so 
pools w’iis known as tho Wostern Exiioiiers' Assoeiiition. It determined the pro¬ 
ducing capacitv ol e;ich distillory and divided tl:e consuming ciiiiaeity of tho 
country pro rat.a. Dislilleries producing in e.xeess were required to export ,at 
their own cost, while ;iuy .•airiiliis arising tortniton.sly wase.xported at thee.xpense 
of the ,assoeiation. the loss being met by assessment. Tlie pools wi re frequently 
broken b.v violation of agreement hy memliers or by new ilistilleri'-s: there wer'o 
no penalties. Bu.siness liecame so' nn))rofitalile w’lien broken that they could 
usually ho reorganized soon. (McNn.r.i. t'hO: Ci„titKK, Mis, luii.) 

^ Mr. Bii.tiif.KY stated that tla* whi.sky liusine.ss is om* of great booms and diqires- 
sions. due at times to changes in the law and also to the fact that stocks of 
whiskies are aeeumuiated. The witness knows of fenv }iermanent fortniies that 
have hcon made in the whisky business. (8t!,'t.) 

B. Distillers and Cattle Feeders’Trust.—1. riri/nario/ma.—The trust was orgtinizeil 
in IKS7 by an agivein-nt, following the forin of tlie Standard Oil Trust. Si.xty- 
five di.sHlleries first entered tlie comhimition. They were all first organized as 
corjiorations, and the slock of these w'as jmt into the hands of nino trustees wdio 
issued therefor trust certificates. The lists furnished hy Mr. MeNulta show that 
trust certificjites were exchtiiiged for the shares of the coiistitueiit eompanies in 
various iiroportious, ruiuiitig up to more than twenty to one. fine or two sluires 
of .sbxtk were tisually left in tlie hands of officers of the eorporation, to ijualify 
them to he directors, while the remainder were held by the trustees. The trus¬ 
tees had the same control of the separate corporations a.s"if they w’ere actual 
owners of tho .stock, though the precise legal powers of the trusteg.s were never 
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(li4ornime(I, tlio courts indefiil liTiiiIly lioldinjr the method of orsaiiizatioii itsedf 
illeffa.!. The trustis's elected directors for eacli comii.-uiy. usually consistiiif? of 
part of their own numher and the manafriT of the distillery, often its former 
owner, v.dio was i>aid :i salary. Ki"hteen or nintdemi additional distilleries 
enh'red the trust iirlKSK and two in IHM'I. makijiK- a total of .stl. Only .‘Iti of these 
wei'e riMiniiift will'll taken in, (t'l.aitKic. Iliti, titi; JIoNur.TA. ItltJ-lttT. t'DO.) 

2. (’(ipiliilic/itiiiii (iitd rnliHilion Testimony dilfers as to the relation 

of the cajiitalization to the actual value of the iilants joiniiift the tru.st. Mr. 
MoNui.ta knows of no reliable data as to the method of valiiimr the plants, except 
that it wa.sdone primarily by the trustees in consultation with the .separate dis¬ 
tilleries. The trustees were doubiless paid somewhat betti'r for their ]ihint.s than 
others, (bid.) 

Mr. Ci.AKKli holds that trust certificates were is.sued at the rate of about four 
times the actual valuation of each distillery. A committee of the trustees made 
a valuation basi d on the cost of reproduction, location, and earninf>' power. It 
was intended that this should be known only to the (nistees. The witness kmnvs 
that his own distillery received trust certificates anionntinp; to four times its 
valnalion. The amount of trust certiticates was about .Sht.OhO.hOl), on which 
dividends at 0 per cent were paid, (Ki!). 170, I.S',".) 


C. Distilling and Cattle Feeding Company.—1. O/'yon/rnt/on.—The trust, fearing 
court decisions a,gainst that form of organization, reorganized ,as a coriioration in 
1890. Ajijuilication for license to incorporate under the laws of Illinois was filed 
Jannary :iil, 1890, and the charter was issued Fi'bruary I'l. 

The caiiital stock was .San.ooo.ooo, all but about §1.000.000 of which was turned 
over to holders of trust certificates of the Distillers' Trust in jiayinent for all it.s 
properties, the remainder being held in the treasury. (Forms of application, 
license, stock subscription, charter, bill of sale by trust to corporation, by-laws 
of Distilling (Company, and record of first mei't.ing of stockholders and election 
of diri'ctors are e.xhibited. Pages 3l8-‘ej l.) No tireferred stock was issued. Tho 
amount of bonds authorized was §.8.000.000. but only §1.000.000 were issued. 
Later §'>,500,000 more were issued as n illati'ral for payment of rebates. The t,ru.s- 
tees became directors in the ni'W corjioration. The .separate coiporations which 
entered the trust surrendered tlii'ir charters and their proiiertiesw'ere bought with 
shares of the new corporation. (MoNrr.T.i, 195; Clakke, 171. 17;l.) 

‘3. Diridnulx and prp//t.s.—The dividend jiaid by the liistilliiig Company for tho 
year ending Mari'h :il. 1891. was 4 ))er cent, or §1 ,•.>(>0,0,58; for 189'>, 54 iier cent, 
§1.890.099; 1898, 9.1 [>er cent, .§874,87(1. After Ihis time profits were used in pur¬ 
chasing addifion;il distilleries, about ,§4,000,000 bi'in.g thus invested. The witness 
eatinial.es that the actual value of the properties could not exi'eed one-half the 
capitalization on which dividends were paid. (Mi'Nui.ta, 910,988.) 

_ 8. >S’too/r Kf)t’(‘id.((tioH .—The stock both of the trust and of the ensuing corpora¬ 
tion varied in value greatly, from 8 to 70. anil was much siieciilated in. It was 
proved that the directors of the corporation used its money for buying stocks and 
protecting margins, nominally in the name of the coriioriition. fliey sold stocks 
as individuals to the company as such at prices above the market, the difference 
being estimated by the receivers at about ,§.S00,oo0. Owners of stock in New 
York and in Illinois investigated the books and a.iiplied for receivershiii in Jann- 
ary, 1895, making many charges of mismanagemeiit. (McNvi/rA. 198; Cl,ARKE. 
lei. 175.) 


Mr. Ilii'E. who was a member of the stockholders' protective committee which 
wasOinined at this time, also testifies that it was a mailer of general knowledge 
that ivu. (TV<n'7jliiit. tlu* |>r('si(li>7it ot Uio hail Ikm-h 8 ])eculatint' in tho 

stock of tlio (‘onipany: he has no donht of Uio fact liiiusclf. (.S;{i.) 

A. JltcfialHii inidi y Illinois law.—hi 1,894, in the ca.se of Distiiling and Oattlo 
Feeding (..omiiany r. People (1.511 Illinois, MS), the court held the eompanv a com- 
tiination m restra.int id trade. attem)iling to eorm.'r the market, and lieiiiV illegal 
iiiider the trust law' of Illinois. The .indgment was one of ouster in the eirciiit 
coiiit. 1 1 'lidin.g the ap])ea,l to the supreiiie eonrt, the eomii;inv was init in tho 
hands of ;i receiver on other grounds, and the limil decision was iiot rendered. It 
was turther held that the transfer of nropertv from tho Di.stillers'Trust to the 
(Mc'S-V-^tToIi' ^ liccause payment was made in stock instead of money. 

b'Slilies especially as to the ei'onts which led to tho 
lecem rship of the Distilling and C;iftle Feeding ( lompanv. The holders of reliato 
ceititle,lies issued by the company Imd organized a committee in tho fear that 
nnahlo to collect these rebates. Thi.s committee hastened the 

elicTtld 1 v'it <lii'i‘<'tly to do with it. The information 

eiiciteii ny it led to tho organization ot a protoctive comuiitteo of stockholders in 
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September or October. 1894, which secured proxies for over 400,000 shures out of 
the entire 350.000 shares of the stock. Tlio omcer.s of t)io company ajireed to meet 
this committee; but instead Mr. tlreenliut, ttio pre.sident. went tii Chicago, and, on 
the application of holders of 1,700 or 1.800 .share.s of .stock, hud himself appointed 
receiver, together with Mr. Edward F. Lawrence, of the First National Dank of 
Chicago. A few days later, on tins action of the ,stia;kholders’ committee, the 
court removed Mr. (rreenhut and sulrstituted John .1. Mitchell, of the Illinois 
Trust and Savings Gomiiany. with Oreu. John McNulta to represent the court. 
Mr. Greenhut was charged with having speculated in the stock of the company. 
(831.837.) 

Mr. Mc'Nult.v's testimony agrees with the statcunents of Mr. Rice a.s to the 
appointment of receivers, giving less detail as to thi-causes leading to it. He tes¬ 
tifies that after Mar<di 33. 189.), he himself remained as .sole receiver of this com¬ 
pany, and in tact is still acting as such, although tlu^ biisiiK'ssis practically closed 
up. As receiver he contbuied to oi)ei'ate the ilistilleries on a .small scale (this 
being necessary, as Mr. Rice i)oinl.s out. on account of the cattle ih'pending upon 
the rtisidue). (lil3. 310.) 

0. flt'conls of triixt aiul miiijMiii /.—When the I'eceiver took possession in 189,5he 
found no records of the Distillers' Trust, and bidio'cs that they were destroyed. 
The papers of the Distilling t'onij)any w<‘re ai)i)ai-i‘Ully intact, but thei-e was stiine 
dusputo by the officers, who maintained th.it the papers in two safes were privide 
'■ and not company records. Tln'se s.ifes were foi-ced open and private p.apors sep¬ 
arated from others. (McNri.T.v. 19.). 19(1.) 

D. American Spirits Manufacturing Company.—The history of this organization is 
given with esiiecial fullness by Mi'. Rick, its [in sident. and in less detail by Mr. 
(JL.vKKEand Mr. McNum'.v. 

It was organized by a syndicate of the stockholders of ihe Distilling and Cattle 
Feeding Company, including practically all of the .stock. The caiiitalization of 
the new company was 87,01)0.000 preferred. 8'38.000,000 common .stock, the total 
being euual to the caiiital of thi* Distilling and Cattle Feeding Company. Accord¬ 
ing to Mr. Rice, the tran.saction with the Distilling and Cattle Fi'cding Comiiany 
consi.sted simply of a transfer of stock, dollar for dollar, in which the cash value 
of the plants tran.sferred had nothing to do with the calculation. Mr. McNulta, 
however, testifies that the [n-oiierties were sold outright for cash by the receiver to 
the new corporation, the jirice being 81(),.500.l)hh. The new company levii'd an 
assessment on the stockholders of .84 [icr slmre for (uish caiiital, and tins, in addi¬ 
tion to the $1()..700,0()(), constitutes a fair valuation of the properly si'cureil. The 
new company a.s3umedall the debts of the Distillingand Cattle Fei'diiig Company, 
and the receivership exp<‘nscs. 

Mr. Rice confirms the .pidgment that the value of the properties actually taken 
over by the American .Spirits Manufacturing Company diil not exceed .810,.500,000. 
The number of plants taken was 17, although 89 at least had entered tiie ohi Dis¬ 
tillers’ Trust. These 17 were the onlv ones which had real value', the remaining 
ones representing burden. Many had lieen dismantled. 

The American .Spirits Manufacturing Company lias never paid any dividends, 
and Mr. Rice, its president, state.s that he never made any concealiiient of the 
fact that it was tormorly litth; more than a wreck. ’ It had been formed chiefly 
as an agency toward establishing a more wide-nuK-hiiig combination. Its pre¬ 
ferred stock has ranged in value on the exchange from 15 to 4ll, the i-ommon from 
5 to 15. No public financial statement of the affairs of the company was made, 
blit at the annual meetings a gcni'i-al statement of its condition was given, while 
the officers made it a practice to exiilain its affaii's and show the liooksto liona^fido 
stockholders inquiring concerning tlieni. (Ci.ahkk, 175; Mc'Nui.r.v. 334, 335; 
Rice, 833, 833, 840.) 

X. Spirits ffistributing Company.—This organization was formed in February, 1890. 
Its capital was Sl,3o0.()00 of first preferred, .81.575.000 of second iircferred, 
$3,675.1X10 of common stock. All of the common stia-k belonged to the American 
Spirits Manufacturing Company, whioli in fact organizwl this com[)anv as a means 
for securing control of the distributing business. The subscriiition to the preferred 
stock was underwritten by the stockholders of the American .Spirits Maiiu 
factiiring Company. (Rice. 834.1 

F. Standard Diatilling and Distributing Company.—Mr. Rice testifies that this new 
orpnizatioii was incor[>orated about July. 1898, under the laws of New Jersey, 
with a capital of .88,000,000 of preferreil stock ;ind .816.000,000 of common stock. 
The witness has no doubt that the .Standard was organized through the efforts of 
men interested in the American Spirits Maniifacturiiig Comimuy. The now organ¬ 
ization sought to bring in certain oiit.side di.stillorics, which had been establiehed 
in competition with the preceding combinations, and especially to secure * larger 
control of distributing houses. Mr. Rice estimates that in 1899 the American 
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spirits, the Standard Distilling and DistribiitiiiK Company about :J5 per cenf. The 
Standard also eontrols 18 of the largest distributing pl'auts, doing peiiiaps two- 
thirds of the entire business. Mr. Braulky, however, estimates that tlie .Stjindard 
handles lialf of a totafof 85 per cent of the ,spirit.s bu.sine.s.'S c<introlled Iiy the two 
companies. (814,8.'i5.) 

Mr. CbAitKE states that the Standard had, before the organization of tln> Distil¬ 
ling Company of America, an agreement with the American Spirits Manufacturing 
Company as to the proportion which it sliould produce, the latter Inlying wliatever 
product remained over. (178,178.) 

Mr. Clarke furtlier testifies that he believe.s the Standard Dislilling ami Di.s- 
tribnting Company to be very much overcapitalized. He believe.s. from offers 
made to himself a.nd from general information, tliat eacli distillery entering into 
the company received tVu' each $10l).(l8O of actually estimated value SlhO.llOO in 
caah,.8l(HI,()()l) in preferred stock, and $100,080 in common stock, the latter being 
payable in five annual installments, with provision for forfeiting the balnnce if the 
owner again entered the refining business. At the same time, for each $l00,00()of 
cash advanced by the New York capitalists by whom the eiiteriirise was under¬ 
written, they received an eipial amount in preferred stock and .^l.oO.OOO in common 
stock, and the iironioters received $1.50,000 in common stock; making a total of 
$600,000 of stock issued for each .$100,000 in value of relimuies. The total amount 
underwrittim was $24.000.000—the preferred stock $8,000,000 and the common 
.stock $1(1.000,000. (17,5-177.) 

Mr. Cook considers the capitalization of the old trust and the existing cor])ora- 
tions as iiigbly inllated. The plant of the witness, recently eri'cted and first class, 
having a capacity of 4.000 bushels daily, or aliont one-ti!nththatrei|uired to.supply 
the consumption of the country, has c.o.st $1.50,000. Two million dollars of capital 
ought to produce all tin; country demands. The Distilling Coin]iany was ca])ital- 
ized at $8.5,000,000 and the Standard Distilling Company at .$24,000,000. (Cook, 240.) 

G. Kentucky Distilleries and Warehouse Company.—In Fehrnary, 1890. this comjiany 
was organized witli an anlliorized capital of $12,000,000 of 7 per cent cumnlative 
preferred stock and ,$20,000,000 of common stock, of which there was issued 
,$10.-500.000 of preferred and .$18,500,000 of commini stock. A proposition was 
made to the company to transfer v.-irious Kentucky distillene.s and brand.s, 
tog(;ther witli $1,500,000 of I'ash working capital, for the full amount of stock 
issued. About 90 per cent of the standard br.ands of Kentneky whiskies were 
ampiired. and a new distillery was (sstahlished for producing a cheap gi*ade of 
whisky. {Bi;adley, 818.) 

H. Distilling Company of Ameiioa.—I. Organizutiun and purpose .—This company 
was iucoi-porati'd about July, 1899. According to the testimonv of Mr. Rice and 
Mr. Bradley, its pre.sident and vice-president, its atithorized capital is $.55,000,000 
of 7 per cent cumulative preferred stock, and $70,000,000 of common kock. Of 
this, $81,250,000 of ju’eferrcd, and $10,250,000 of (;omnn)n stock, were put in the 
hands of tin; organizers or promoters of the combination, the remainder being still 
in the treasury of the company. 

The Di.stilling Company of America is not itself an. operating organization, but 
was incorporated solely for th(> purpose of jrarchasing the stocks of the e.xisting 
four ooiubiiiHtioDs, and to seoiire control also of certain rve distilleiies (Mr 
Bradley seems tiot to have had the rye distilltTies in mind when he stated that it 
IS not an operating company; it apparently operates them din‘ctly.) The 
stO(UfH wliich were placed in the hands of the or^^anizers or promoters were snffi- 
cient to purchase the entire stoch of ea(di of these existing combinations, and the 
promoters were rtupured to return an amount (corresponding to any proportion of 
these sto(?ks wliich they failed to purchase and turn over to the Distilling Com¬ 
pany of Ameri(‘a. As a niattm’ of fact, thc^y suc(;eeded in securing an average of 
* TIT cent of these sto(’ks, according to Mr. Bnidh^v: 02 per cent according 
to Mr. Rice. The promoters w(U*e also reiiuired to funiisli §1,500.000 of working 
capital, and a certain amount for the purchase of the two distilleries operated 
by the mums Distilling Company, and of a rye distillery in St. Paul. Mr. 
Bradley testihefl that $2,000,000 in cash was paid ^or this property, but Mr. Rice 
w not clear as to this transaction. The sole source of profits of the. Distilling 
Company of America will be the dividends of the separate companies (except, 
•apparently, the profits of the rye di8tilleri(!s). These companies will continue to 
declare diyidendH. and tlie minority stockholders who did not turn over their 
stock to the combination will be undisturbed in profits. The directors of the 
Distilling Company of America, in their official capacity, will be able, by their 
control 01 the stock of the separate companit's, to control their various boards 
01 directors. 

The pr()portion8 of stocks of the Distilling Company of America which were 
exchanged for the stocks of the four underlying companies differed according to the 
estimated earning capacity of the various companies. These proportions were as 
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follow.s: Foi' every proferrefl share of the Aineriean Sijirits Manufaetnring Com¬ 
pany. .Idper cent in preferred sto(-k of theDistillingCompanyof America,and for 
the common stock 3.) per cent in common stock of tlic Distilling Company. For 
every share of the Kentneky Company, common stock, 70 per cent; preferred sto(;k, 
85 per cent in preferred and 15 per cent in common. .Standard Company. 85 per 
cent in piaderred and 50 in (■omuion for the p;-id’eiTcd. and for cummon stock, 00 
per cent in <!ommon. The S|)irits Distributing tiompaiiy tirst preferred, 80 per 
cent in preferred and 30 per cent in common stock; for the second preferred. 30 
prefi.'rred and 30 (•ommon," 

The proportions thus'fixed were determined by the committee of organizers, 
which was influenced by large stocklnddersin thi; different companies. The wit- 
nessi.'s know little as to this committi'e. 

Th(! persons wh I suhscribisl the .8 i.iOD.OOi) cash received preferred stock to a 
certain amount. :rnd a b)nusor common stock, as is customary in .such cases. 
(Bradley, 8i0-831; Rice, rfi3-8:U.) 

3. I’/'o/Hofer.s'pro/ihs.—It appear.s from calculations Irised on the plan for the 
purchase of the sfocdts of the underlying corporations that the total ;imonnt of 
the preferred stock of the Distilling Comiiany of America necess;iry for this pur¬ 
pose amounted to .83l),51(),h(liJ. and tin' total of common stock to ,8:i3.'81l(i,0l)f). This 
Ieave.s in the hands of the organizers or promoters .$1(1.710.1100 of preferred and 
{&8,:ii)0.00() of common stock. The.se amounts of stock were emidoyed for .secnr- 
i*fag the S;{,.500,000 cash for working capital and for purchasing the Hanni.s 
and St. Paul establishments. Neither Mr. Rice nor Mr. Brailley ai)i)arently 
knows the actual amount of .stock which was employed for these purposes. 
Whatever remainder there was. and Mr. Rice admit,s tl'iat it was j)erhap.s large, 
went to the promoters as payment for their services in organizing (he com¬ 
bination. Mr. Rice states that he would not be willing to sell the rye distilleries 
which were purchased for less than S5.(IO(J.(l()(f in cash. The organizers undertook 
a very important piece of work, which was believed to lie almost iinpo.ssible, 
namely, the securing control of the stocks of the four different companies. The 
accomplishment of this'object is of very great value and advantage to the .stock¬ 
holders. and thi'y could well affonl to pay largcdy for the work. (Br.vpt.ey, 830- 
833; Rkje, 838-840.) 

3. Capitalization and fixed charges .—The total preferred capitalization of the 
four constituent (■<)mi)anies which entered the Distilling Company of America was 
$28,(135.000. The preferred cafutal so far issued by the new company amounts to 
^41,350.000. The rates of interest on the i)referred stocks of the ohh'r companies 
vary, but average less than 7 per cent, the rate on tin new preferred sto(dc. The 
fi.\ed charges, according to Jlr. Bradley, have been increased about $35(1,(100 per 
year. The preferred stock of the Distilling Company of America was selling in 
. Octedrer, 1800, at about 43. the common at iibout 14.' ' (BttAm.EY. 833; RioE, 838.) 

* The following tnble.oompileil from fiirntnt .'Stock (niotation.s, .shows the market priis' of tho 
“Whisky Trust'’stocks. Ttu-qiK-tutiuu.s are on the trust certirtf.:atos of the Distillers’Trust 
down to 189J: then on the Di-ti’liri-r ami (’attle Feeding' Coinnany to August. on the Ameri* 
can Spirits ManufHoturirnr rompihx’ tt) July. IWr.t; and since on the Distilling Ooini»any of 
Ainenoa. For history of ■•lia:u'>*- "f •»rKauuatjon, see aliove. 
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A. New Jersey corporation laws oleyed.—Mr. Bkadlky testifies that each of the 
font comiianies now united under the Distillin;' Company of America keepK a 
regular transfer office in the State of New Jersey. Mr. Garretson, of Jersey 
City, is the agent of three of them, and Mr. Vickers, of Jersey City, of the fourth. 
The witness understands that duplicates of the certificate and transfer b(a)ks are 
kept in tliese offices; that tlie name.s of the companies are conspicuously posted, 
and that tlie law is generally complied with. Mr. Bradley has not personally 
seen tlie.se hooks since he has been an officer of the company. (S33, 834.) 


III. EFFECT OP COMBINATION ON OUTPUT, COMPETITION, AND 

PRICES, 


A. Early attempts to control output.—Several witnesses testify to tin; fact that tlie 
wlii.sky business, especially the distilling of spirits, is one in whicli there is a 
marked tendency toward overproduction. The profit.s of the business are very 
great where the [irices are rea.sonable, and the cost of establishing a distillery is 
.slight. The great e.xcess of producing capacity is assigned as the chief cause 
which forced the organization of the original trust. The various combinations 
have found competitors constantly arising, and have avowedly sought, in various 
ways, to control the output. The policy as to prices and the success of the coni,-, 
binations in their efforts to control them have varied greatly at different times; 

). Gi’iieral jiolici/. —Mr. McNiilta testifies that it was the, (diject of the Distillers’ 
Trust and the Distilling and Cattle Feeding Company to obtain entire control 
of the market, limit the output, and e.stabli.sli c.xtoi'tionate prices. This policy 
failed, provoking prompt and large competition. (317.) 

By comparing statistics of piTKluction of spirits jirepared by the Commissioner 
of Internal Hevenue and of production by the Distilling Company for .'5 years, 1890 
to 1891, it is found that the total produced was i)48,493,H:l4. of which the Distilling 
Company produced 214,,597,111 4 gallons. But the former statistics include all 
classes of siiirits which do not C{)mpeto with the high wines or pure spirits manu¬ 
factured by the combination. (McNulta, 31.7.) 

.Mr. Ci,.ritKB states th.at at first the trust (amtrolled about 9.') percent of the 
total production of .spirits. It at once raised prices so as to secure a profit of 
about 5 cents per gallon. New refiiuiries were erected in competition,,and it was 
found imixissible to maintain this high scalp of prices. (ITI, 17'.i.) 

Mr, Cook .states that the first effect of combination was to make prices more 
regular, and the rates at the outset were moderate. Later on the trust advanced 
prices to ex(-essive figures and demoralized the entire business. Shortly before 
the failure of the Distilling Company the price wa.» advanced about 30 cents per 
gallon within 30 days. The witness is not certain whether the trust attempted 
to fix the prices at which distributers should sell to dealers. It did seek to control 
the m.arket and prices, preventing competition and reducing output. (341-346.) 

3. Closing of distilleries.—Mr. Mi'Nulta states th.at the Distillers' Trust in 
order to restrict output closed a large proportion of its distilleries, especially the 
smaller liomses. m many cases taking out the machinery. In order to keep men 
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from reentering business, the ground on which the distillery stood was leased by 
the trust for 20 or 25 years at 6 per cent on the estimated value. When the com¬ 
pany went into the hands of the receiver, he refused to pay further rentals and 
the ground reverted to the original owners, the court holcling the contract void as 
a restriction of trade. In certain cases, notably that of the Clarke Distillery, at 
Peoria, the buildings had been rerented to the original owners with the contract 
that thejr should not be used for distilling spirits, but only rye whisky. The 
Clarke Distillery began to moke spirits, but was restrained by order of court on 
application of the receiver. 

The trust also contracted with the owners in many cases to pay them salaries 
(usually $300 per month) as managers for .5 years, whether operating or not. 
After 5 years most of these contracts were discontiinuHl. 

“ They threw away property that cost them hundreds of thotlsands of dollars 
merely to eliminate it; they paid men for staying out of the trade; they paid rent 
on this abandoned land .right along from year to year, nearly $100,000 a year, 
* * * in order to put them out of the w.ay." (203,216,238.) 

Mr. Clarke confirms this testimony in its general statement of facts. Hes<ays 
that only 10 or 12 of the 80 dislilleries which entered the trust were operated, and 
yet the output was still kept large. (170,185,190.) 

Regarding the closing of his own distillery at Peoria, Mr. Clarke admitted that 
^ he had sold out to the trust. He stated that after doing so he leased one of the 
■'■trust’s old establishments, which was not operating, and went into the rye-whisky 
business, which did not compete with the combination. In 1897 (after the time 
referred to by Mr. McNiilta) ho leased still another of the old trust plants and 
ivent into the spirits and alcohol business again. The Standard Distilling and 
Distributing Company tried to buy thi.s establishment through Mr. Clarke, but 
having failed to do so bought it directly from the owners. (185.) 

Mr. Rice declares that the great majority of the di.stilleries which entered 
the combination were a mere burden upon it. being badly located and uneconom¬ 
ical. They were taken simply to prevent their acting as a disturbing factor in 
the business, as they miglit do'in spite of the fact that they could not produce at 
a profit. (832.) 

8. Purchase of ilUUlleries. —Mr. McNiilta te.stifies that the Distillers’ Trust 
and the succeeding companies found it continually necessary to buy up competing 
plants which were established. Freijuently tho.se who joined the trust .sold their 
trust certificates or stocks and built new competing distilleries, sometimes selling 
out two or three times and violating agivements not to produce further. In one 
case officers of the comjiany bought from the owners four distilleries in Nebraska, 
St. Louis, and Peoria, selling them again to the compiiliy at an advance of $290,000, 
the receiver afterwards suing to rocovei' this difference. The Nebraska distillery 
had previously been .sold for $10.IX)0 with a guaranty that it should not be used 
for distilling purpo.ses. This agreement being violated, it was rebought for 
$410,000. (197,198,207,208.) 

Mr. Clarke adds that very high prices were often paid for the plants which 
the combination found it necessary to buy. The rebate fund of the distilling 
company was used foi- this purpose. (170,172.) 

The ■witness adds that, notwithstanding the disnyintling of distillerie,s.by the 
trust, the producing capacity of the distilleries in the country is probably double 
the amount of consumption. Present statistics as to the amount of production, 
however, are misleading, because before the increase of the tax to $1.10 the 
tax ■was paid on enough spirits for three years’ consumption at the lower rate. 
(245-247.) 

4. Spexykd cuts in prices’.—Mr. Clarke and Mr. Lovties state that it wan the 
practice of the Distillers’ Tru.st and the later combinations to send agents into sjiecial 
localities to undersell competitors, their particular customers being ap])roached 
and offered open or secret cuts in prices. In this way distilleries were imually 
forced to sell out to the trust. That, indeed, has been and is the common practice 
on both sides. 

Mr. McNulta, a.s receiver, found that a competitor ■was under.stdliug in Cali¬ 
fornia, and openly cut below his rate to his customers. “ When a man produces 
goods and sells them below cost of production he is not doing a fair business, and 
the only way to make him do so that I know of is just simply to cut a little lielow 
him.” By this process this competitor and others were induced, for several 
months during 1895, to make a joint agi-eernent to maintain iirices fixed from day 
to day by the receiver according to the price of coni, allowing li or 2 cents profit. 
This aiTan^ement was temixirarily broken by a competitor who invested on the 
short side m the distilling company stock, and cut prices in order that the stock 
might go down, but by still lower cuts on the part of the receiver he was induced 
to come back again. (208-210.) ^ 
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Mr. Clarke testified in May, 1899, that both the combination and outside distill¬ 
eries were making secret cuts in prices, so that the actual prices received were 
8 or 4 cents below those quoted. (181.) 

Mr. XiUyties declares that the severe cuts were made to attack the new Terre 
Haute distillery in 1899. Competition by a trust is the most .severe possible, be¬ 
cause its officers often have a relatively small financial interest and need not pay 
dividends. Owing to the excessive prices which it has paid for its properties it 
naturally resents competition the more bitterly. (2.58, 2,54.) 

B. Esiate eystem.—1. Early si/stem —Several witnes.ses describe the rebate sy.s- 
tem established originally by the distillers’ trust, but more fully develoi)ed by 
the Distilling and Cattle Feeding Company. It appears to have been distinctly a 
device for holding trade exclusively. 

Mr. MoNulta, receiver of the distilling company, testifies that it was the 
practice to sell its products altogether through distributers. To these a rebate of 
2 cents, which had already been established under the trust, was paid, for which 
no voucher was is.sued. Anyone might become a distributer who purchased a 
sufficient number of carloads per month. The company fixtsd its price to them, but 
they fixed the price to the wholesale dealers. The latter were allowed a .5-cent 
rebate from May 2.5.1890, to November 25,1S9I, and thereafter 7 cents up to Sep¬ 
tember, 1894. The distributers sent lists of sales to the company, which issued 
vouchers to the purchasers, payable in 6 months. Rebates were granted only 
where the trust’s luoduot was used e.xclusively, and were intended to enable it to 
control the market. Nearly all spirits sold, as shown by statistics, bore a rebate. 
The total amount of rebates, less amount refunded, for the years ending March 81, 
were as follows; 1892. $3,23.5.081; 1893. $3,08.5,140; 1894, $2,819,183; ten months 
ending .lanuary 81,1895, ,$1.087,.502. The form of rebate voucher follows. (200, 
207,210,211.) 

[Fiico of voucher.] 


Peoria, III..-, 180—. No.-. 

Subject to the (‘onditioiis named ijerein, and for tlie purpose of securing the con¬ 
tinuous jiatronage of the within-named purchaser, the successors and assigns 
of the suiue, for its products, the 

DISTILLINa AND CATTLE FEEDING CO.. 

Six months from the date of this purchase voucher, 

Will pay to-, of-, purchaser-,-dollars 

(S-), 

Being a rebate of 7 cent.s per proof gallon on-proof gallons of the Distilling 

and Cuttle Feeding Company's product purchased this day. This voucher will 
be valid and payable only upon condition that the above-named purchaser, tlie 
siiccessors and assigns of the same, from the date of tliis voucher to the time 
of its payment, shall have bought their supply of such kinds of goods as are 
produced by the Distilling and Cattl(* Feeding Company, and all compounds 
thereof, exclusively of one or morf‘ of the dealers named on the back nereof, 
until furtlier notifit^d, and shall also have 8ubscrib(*d to the certificate on the 
hack lieveof. 

Distilling and Cattle Feeding Co. 
By J. B. Greenhut, President . 

When due forward to tlie Gt^'imm-Ameriafu National liaiik of Peoi'ia, 111., 
where this voucher is payable without exchange or other charge. 

(Stamped across face:) Not transferable nor negotiable. 

[Buck of vouchor.] 

+ 1 .^^ 18 hereby f;ertified that from the date of this voucher to the maturity thereof 
the withm-named purchaser, and the successors and assigns of the same, have 
' purchased all of their supply of such kind of goods, and their compounds, as are 
produced by the Distilling and Cattle Feeding Co., exclusively from one or more 
of the dealers named hereon. 

Mr. Luyties testifies that, being a wholesale dealer, he bought liquors from 
the distributers of the combination and received rebate vouchers, at first of 5 cente 
^ ^ cents, payable by the trust. Owing to this indirect 

methixi of issuing rebate vouchers tne trust expected to be better able to escape 



84 THE INDUSTRIAL COMMISSION:—DIGEST OP EVIDENCE. 


payment. The rehates were granted only on condition that the dealers buy 
exclusively tniat products, and since they w'ere payable only after 6 months, they 
made a strong means of controlling dealers, who wonld not want to forfeit rebates 
already due. The witness's company, in order to evade this requirement, estab¬ 
lished a st'cond company which hot:ght goods from other distillers. The trust 
paid the rebates due notwithstanding, fearing to lo.se the tra4e of the company 
altogether. 

“The rebate husim'ss is simply a contract that we would buy all our .siiirits 
from the tru.st, and we oidy made .such a contract hecaxise we could not get our 
spirits anywhere el.se.Hut excessive prices were charged, new distilleries were 
built, and dealers without such a rebate contrai-t <'ould secnri? a supply and sell it 
at a ju’ofit where those buying from the trust could not. ) 

Mr. Cook, a wholesale dealer, continns the testimony of Mr. Luytiesin its main 
outlines. (,t’41.34:1.) 

Mr. Cr.AUKE also dcscfibes the rebate system, agreeing generally with the other 
witnesses. He adds that both distributers and wholesalers wi're obliged to buy 
exclusively from tli<‘ combination, and the records rexjuired by the United 
States Cxovernment to be kept by deah'rs were used as a test of conformity to 
this agi'eement. (171.173.) 

3. Failure to pay eertijicates.—Mr. Ci.akke testilie.s that the rebate sys¬ 

tem at first worked well, txmding to bold trade. <ind thi! rebates were J)aid 
promptly when due. (1 mouths alter sale. But during btU;! or 1.1)14 the company 
used money on hand de.signed for rebates in Imyiirg up several compeiing distill¬ 
eries. Dealers became alarmed and the company was compelled to issue mort¬ 
gage bonds to protect th(‘m. Holders of these bonds afterwards applied fora 
receiver for the corporation. (173.174.) 

Mr. McNultA states that tin'amount of boinls issued to guarantee the pay- 
nrent of rebates was j$3,,")()0,0(i0. {lll.'i.) 

Mr. Luyties refers to the committx'e established by the rebate holders, and 
states that a lawsuit was begun by it. This, however, prove<l very e.xpen.sive, 
and finally mo.st of the rebate vouchers which had been placed in the hands of 
the committee were retttnied to their owners, who settled with the combination 
directly. (2ol.) 

Mr. RlCP, also describes the organization of the committee of rebate ladders. 
He adds that, while the information eliciti'd by this committee led to action by 
a stockholders' committee which finally resulted in a receivership, the rebate 
holders' committee did not itself bring about that receivership. (881.) 

3. Ijdterpractice. —The Standard Distilling (,'ompany, according to Mr. Cook. 
offered to distributers a rebate of 1 cent ])er gallon, payable in (1 months, and half 
a cent more, minus certain e.xpenses. payable in 00 days. This would give only 
about 7.5cent.sa barrel for hamlling goods worth ,'500 and bearing the risk of credit 
and leakage. It was thought that the plan was thus to gain entire coutred of the 
distributing trade, since the ti ust itself had numerous distributing hon.se.s con¬ 
nected with distilleries which would be placed at an advantage. Several distrib¬ 
uting houses refxx.sed to accept these tenns and have established a distillery of 
their own. (244.) 

Mr. Clarke also states that the rebate .system wUs reestablished by the Ameri¬ 
can Spirits Manufacturing Company and the Standard Distilling and Distributing 
Company, but that rebates are given at the time of his testimony. May, 1800, 
only to distributers or rectifiers, amounting to 1 i cents. The whole.salers objected 
to the system, with its requirement of exclusive purchase from the combination, 
and it was abandoned in their case. The rectifiers also oppose the system. (INI.) 

Mr. Clarke also states that distributers for the trust are at present obliJifed to 
sell spirits at a fixed price, but they have an association among themsxdves for 
sustaining iiricesof their own products (rectified whisky, etc.). (188.) 

Mr. BraPLEY refers to the existence of the previous rebate system with its 
attempt to compel the purchaser to deal only with the combination. He believes 
that the American Spirits Manufacturing Company has not pursued this practice 
during the past 3 or 3 years. Mr. Rice states that the American Spirits Manufac¬ 
turing Companj' never employed the rebate system at all. (813,814,834.) 

4. Abandonment of reimtes. —Mr. Rice and Mr. Bradley testify that the Dis¬ 
tilling Company of America has entirely abandoned the practice of granting 
rebates to distributers and dealers. It sells practically for cash, and makes no 
attempts to force the dealers to handle its products exclusively, hoping to retain 
their trade by low prices and by the ability to furnish all the different classes of 
products desired by the purchaser. (814, .847.) 

Mr. Bradley also states that, while the combination sells spirits only to large 
dealers, it gives no advantage to rectifiers and compounders over other dealers m 
proof spirits. (814.) ' 



THE WHISKY COMBINATIONS:—OUTPUT, PRICES, 


85 


C. Prices and margin of profit—A full discussion of the variations in prices of 
whisky under the coiubination. and the effect of the combination on tlie margin 
of profit. i.s given in the Introduction. The following table, compiled by Mr. 
McNnlta from the records of the Distilling and Cattle Feeding Company, shows 
the prices and cost of production of that company from 1891 to ISfi.'i: 
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Mr. Cook statos tliat the laavKiii of profit (loioinidcd by tho eonibinatioiis until 
rt‘fi‘iit]y lui.s bot.'ii ex(^os,si\'o. {Va'iilin distributor.'^ uud wliolosalors >y)io were di.s- 
.satisfied with llie pnifits left tiiein by the e.ombiiiation madi* an investigation as 
to the e,ost fd’ distilling. It was estimated tliat the cost of nuihitig spirits (imdml- 
ing the cost of eoi-ii), if not increased liy exees.siv(‘ eapitalizatiun, would be about 
1(1 cents ()t‘r gallon, while the combination was selling at 14 or !’> cents. Dis¬ 
tributers would b(' willing to accept prices .such as to yield tho trust '2 cents a 
gallon above the (sist of manulaeture. If this were done tlie trust would meet no 
competition and could pay a rtiasonalih' dividend. ('V(‘ii on its excessive (japitaliza- 
tiou. One (*ent a gallon net profit wonhl mean lifiO.MOd or §(>0.000 a year profit on a 
distillery, sueli as that owiu'd by the wifiutss, costing §b‘)0,000. (:^44,240,ii4S. 240.) 

Ml'. Mi'Nfi.ta testifies that '{he avei'age cost of tin* distillation process alone 
probably vari<"d from one-lial t to lO eiitsper gallon, according to the ])lHnt. Dur¬ 
ing his administration of tlie plants an average of tlie cost was taken ami the pol¬ 
icy was to olitain from l.i to 2 cents profit. (209.) 

D. Existing control of output.—1. Si.tirifs.—M.i\ Clxhkf. testifies that at tlu*tiineof 
the failure of tlie Distilling and Cattli' F(*eding (’omi)any in 180.> then' were many 
<a)mpptitors in the spirits business. H(‘ does not bidii've that the American Spirits 
Manufacturing Company, which siieoeeded tlie Distilling Company, controlled 
ovi.T (>() per cent of the product. The Standard Distilling and Distributing Com¬ 
pany. as already pointed out, sei.'ured lanitrol of most of tliose outside distilleries. 
According to Mr. Clarke pric(?s were maintained at a profitable scale for some 
time during I80H and 1800. until the establishment of the large new distillery at 
Terre Hauti*. At the time of his testimony. May. 1800. Mr. Clarke believed that 
Hie Aimn-ii^an Spirits Maiiufacdiiriiig Company and the Standard Distilling and 
Distributing Company c<,>ntrolled about 75 per cent of the output of spirits. 
(1.78,180.) 

Mr. BhadjA'IY and Mr. Riok, howevm*, testify that the American Spirits Manu¬ 
facturing Company and the Standard Distilling and Distributing Company con¬ 
trol (October. 1890) from 85 to 00 per cent of tlie producit of spirits in this coun¬ 
try. They are mashing togid.her about 40.000 bushels per day, while the new 
distillery at Terre Haute, known as the Merchants’ Distillery, mashes about 4,000 
bushels. There are 5 or (> smaller distilleries besides, but these are practically 
limited to local markets, and can scarcely be considered a competitive factor. 
According to Mr. Rice the American Spirits Manufacturing Ctunpany controlled, 
prior to the formation of the Merchants’ Distillery, about 55 per cent of the out¬ 
put of spirits, and the Standard Distilling and Distributing Company about 33 iier 
cent. (814,835.) 

Mr. Bradley states that the two companies now control alput equal proportions, 
the total being 85 per cent. 

Mr. Cook and Mr. Luyties, who are interested in the Terre Haute distillery, 
likewise testify that its capacity is about 4,000 bmshels daily, or about one-tenth 
ot the H)tal consuming capacity, while the (*omhiuation controls probably 85 per 
cent. They also state that this new distillery was established by a number of 
distributing and wholesale liousi^s. who were unwilling to accept the low rebate 
offered by the combination. Since it is controlled by distributing and blending 
houses, saving in the expense of selling and administering the business is effected! 
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The distillery is new, has the best apparatus, and can compete in quality and 
cheapness of production. (Cook, 344, 246, 848; Luyties, 353, 856). 

Mr. Beadley testifies further that the American Spirits Manufacturing Com¬ 
pany is now operating only 5 distilleries out of 13 which were running 3 years 
ago. Four of these are at Peoria and 1 at Terre Haute. He knows of only 4 
distilleries of proof spirits outside of the company. (816,817.) ' 
a. Control of beverage whiskies. —Mr. Rice testifies that tlie Kentucky Distil¬ 
leries and Warehouse Company has secured control of about 90 per cent of the 
standard brands of KeiituAy Bourbon whisky. It owns 56 or 57 plants. The 
Kentucky whisky business depends altogether upon the brands, popular ones 
commanding prices very much higher than those of staple whisky. There was 
no intention on the part of the combination to control any partfcular proportion 
of the total distilling capacity. 

Mr. Bradley confirms this evidence, stating that it is a very difficult question 
to know what proportion of the total output is controlled by the Kentucky Dis¬ 
tilleries and Warehouse Company. Experience warrants the belief, however, 
that the combination may sell yearly 9.500,000 gallons of whisky of standard brands, 
and about 6,000,000 gallons of cheap whisky made in the new distillery which it has 
established for that purpose. The average consumption of Kentucky whiskies 
has been about 80,000,000 gallons. 

The combination has not so far sought to control any great proportion of the 
rye whisky distilleries. Those which it has purchased have been secured for the 
purpose of enabling the combination to funiish dealers every class of goods which 
they may desire to buy, thereby furthering its ability to hold their trade exclu¬ 
sively. According to Mr. Bradley the two distilleries in the East controlled by the 
Distilling Company of America will produce about 8.009.000 gallons annually, or 
about one-sixth of the total output of Eastern rye whiskies. 

According to Mr. Rice there are 7 or 8 standard brands of rye whisky, of which 
perh^s the two best are those controlled by the new combination. Mount Vernon 
and Hannisville. The brand has its value and retains its value mucdi from the 
location in which the whisky ih made, the rye whisky business, for examide, being 
centered almost altogether in Pennsylvania and Maryland. 

Mr. Rice believes the output of the combination may be possibly 85 per cent in 
value of the Eastern rye whiskies. (Bradley, 818; Rice, 836, 837.) 

3. Rectifying and distribnting. —Mr. Rice stated that the combination could 
hope to control the spirits bu.sineas. and to Secure satisfactory prices, only by 
having considerable control over the rectification and dtstributiug of whiskies 
made from spirits. There is no market for pure spirits directly to consumers, 
and everything depends upon the distributers. These have their established 
names or brands, their regular customers, and the necessary macliinery for 
securing trade. The combination has sought accordingly to secure control of a 
considerable proportion of this branch of the business. Practically all of the 
spirits produced by the Standard Distilling and Distributing Coumany and the 
American Spirits Manufacturing Company are sold through the United States 
Spirits Association, which is composed of 54 large distributers. Sixteen of these 
are branches of the Standard Company, but, as Mr. Rice believes, these 16 Jiandle 
two-thirds of the entire production of the combination. (834, 835.) 

E. Present polioy of combination aa to prices,—Mr. Rice and Mr. Bradley both tes¬ 
tify that it is the present policy of the Distilling Company of America to 
abolish the rebate system in the sale of spirits, to reduce prices and the cost of 
production to the lowest mssible limits, and to make no .special cuts in prices to 
particular individuals. The prices of spirits were cut materially in September, 
1899, being placed at a basis sufficient to yield a reasonable but comparatively 
low profit. The price of spirits will be made 81.83 per gallon on the basis of a 
price of 30 cents per bushel for No. 8 com. and will vary with fiuctuations in 
the price of com, one-half cent per gallon for each 3 cents change in com. 
Contracts are made with dealers for a year on this plan. 

Both of these witnesses believe that it is necessary to keep down the produc¬ 
tion of spirits in order to secure reasonable prices, but they do not intend to pre¬ 
vent competition altogether or to make special cuts against competitors. The 
economy of production on a large scale by the combination will enable it, in their 
opinion, to retain a large proportion of the total output. 

Mr. Rice says that the purchaser cares comparatively little how much he pays 
for a fancy brand of whisky. The only necessity is to control the output of that 
particular brand. The combination has complete control of nearly all of the 
standard brands. ' 

Mr. Bradley declares that the ownership of certain of the most standard brands 
constitutes the most perfect possible monopoly, and that the purchase can be 
“ screwed down to the last notiih.” 
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Mr, Bradley states that the combination is already charffing prices a little 
lower for the standard brands of Kentncky whiskies than have been charged 
before, and that the quality will he improved. The price of the cheaper grade of 
whisky which is being made in the new distillery established in Kentucky is only 
15 cents per gallon, the lowest price ever known for Kentucky whisky. (Bradley, 
814, 815, 837; Rice, 845, 847.) 

F, Effect of changes in price.—There is some difference of opinion as to the effect 
of increase or rtsmction in prices on dealers and consumers respectively. 

Mr. McNulta believes that an increase in the price of spirits, whether through 
combination or increase of tax, is distributed between wholesale and retail dealers 
and consumers. The chief burden, so far as liquors used for beverages are con¬ 
cerned, falls on the retailer, the price per glas.s not being raised. The largo con¬ 
sumer of spirits, in manufacturing or otlierwise, hears most of the increase on his 
purchases. (238.) 

Mr. Cl.ABKE also bidieves that whole.sale dealer.s get even larger profits when 
prices are higher, and that prices and quality to consumer do not vary. All the 
eff(!Ct of raised prices falls on the retailer, whose profits are so high that he does 
not feel the differem^e. He sells whisky at five or six times its cost, (179.) 

Mr. Cook believes that a material increase in price of liquor, such as that 
due to a higher tax, practically falls upon consumers. The dealer can not change 
his jirice.s, but so far as possible; will buy cheaper goods. The witness does not 
think, howevt'r, that an increa.se of not ov(!r 35 cents per gallon would affect even 
the quality, since it would not greatly lessen the retaileris profits. There might 
he some change in the inice of bottled goods, hut often well known brands could 
not be changed in price becamso of custom and of competition. (242,243.24,5.) 

Mr. Luytiks testifies that wholi‘sale dealers have to bear some of the burden of 
a rise in prices, as was found by the experience of the witness in the case of 
the 3(l-ccnt increase made by the (ombiuntion in 1893. The consumer at the bar 
pays no more, but the dealer is induced to buy an inferior quality. Liquor 
dealers art; overburdened with taxes, and wiiere these are raised they are prac¬ 
tically compelled to sell poorer goods in order to make a living. (356.) 

Mr. Bbadley states that the effect of the reduction of the prices of whiskies, 
which is expected to result from the combination, will ultimately be to benefit 
the consumers very materially. Tin; witness does not know what proportion of 
the .advantage the retailer will get, but he o.an not altogether escape the compe¬ 
tition of other deahu's and must give itart of his s<aving to the consumer in better 
quality or otherwise. Moreover, the great bulk of wiiisky is not sold to the con¬ 
sumer by the glass in barrooms, but in bottles through stores. In the case of 
the latter method the price to the ultimate consumer will doubtless tend to fall. 
(830.) 

Mr. Rice believes that the jobber or di.stiller recoups himself for an increase in 
the price of spirits by increasing the proportion of .s])irits in the rectified whisky, 
perhaps putting only 4 gallons of rye whisky instead of 5 into the barrel. The 
retaihu- and the consumer thus get inferior (luality. On popular brands which 
command high prices, however, .slight changes, such as are likely to occur through 
fluctuations in the cost of production and the price of corn, wull practically not 
affect the price or the (juality to the retailer or consumer. (846.) 

IV. ECONOMIES AND ADVANTAGES OF COMBINATION. 

A. General.—Cerfeiin witnes.ses pointed out that the eas(' with which new distill¬ 
eries, especially of spirits, can be established makes it almost impossible for the 
combination to assure itself of the control of the business. Others, however, 
believe that if advantaj^e is taken of all possible economies which can result from 
combination, and if prices accordingly are kept low', competition will not be pro- 
V()ked. This is apparently the hope and expectation of Mr. Rice and Mr. Bramey, 
w^se evidence has just been referred to (p. 86). 

Mr. Luyties, although an independent producer, believes there is no business 
in which there is so great necessity of combination as distilling. When all dis¬ 
tillers \vere independent it was impossible for them to make money. But the 
policy of the combination should he to cheapen production and improve quality, 
to make a moderate profit, and thus unite the business. The attempt to maintain 
excessive prices has forced competition. (351,253,255.) 

■ receiver of the Distilling and Cattle Feeding Company, 

18 of tne opmion that a combination in the whisky business can control the 
market only by reducing prices and the cost of production below those possible 
for outsiders. This the writness believes possible, to a large degree, by making 
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Pooriii, witli its advantages, the oenter of production. The present combinations 
are following this policy. There was no gain in economy in merely combining 
numerous scattered distilleries, as was done by the trust. (217,237.238,240.) 

Mr. McNulta stiites that mo.st distillers who entered the trust, especially the 
smaller ones, lo.st money by it. They were i)lea.sed at finst. but the value of trust 
certificates and st(X!k,s declined greatly, and those who had not sold their holdings 
early suffered loss. (280. 237.) 

Mr. Lityties believes that the competing di.stilleries have certain advantages 
as against the trust. Dealers prefer to buy of iiuh'pcmdents. The independents are 
notcompelled to tryto pliy dividends on excessive capifeilization, but are content 
with a fair profit. The distillery which now competes most vig<iron.sly was jsstob- 
lished by a number of distributing and blending Ik mses. which tints make a saving 
in expen.se of selling and administration. Tlie distillery is new. having the best 
apparatus, and it.s product can easily compete in iptality. (253. 2.55.) 

Mr. Ci.ABKE. an independent distiller, also ti'stifies that dealers prefer to buy of 
independent producers, and the trust ha.s no special advantages in production 
above a good-sized independent distillery. The witne.ss believes that competition 
on a large scale .and also competition by relatively small producers is likely to 
continue. By changing customers rapidly, and depending for trade partly on 
jrt-eference for jiarticular brands, an independent can do a good business. (184,189.) 

B. Concentration in large and efficient plants.—1. fijn'rifn. —The greatest economy 
effected by the combination was aiiparently made by the closing of many inferior 
distillerie.s which had formerly been in operation, and by concentrating the pro¬ 
duction in the mo.st favorably locatial and best plants. Sevl'ral large new distil¬ 
leries were established. 

Mr. Clarke testifies that onl,y 10 or 12 of the 80 distilleries which .(oiiied the 
original combination were kept permanently in operation. Great economy was 
made in the reduction of the working force and in other ways. (170, 183. 190; 
see also above, pp. 81.82.) 

Mr. McNulta confirnns the testimony as to tlie large number of distilleries 
closed, but looks at the matter rather from tlii' .standpoint, of the attempt to reduce 
the output of whisky. (203, 210. 238.) 

Mr. KiOE testifies that tln^ great ma.iority of the plants which entered the 
orimnal combination represented a mer(> Imrden to it, being unf.avorably located 
and uneconomical. The American Spirits Manufactuiing Company took over 
only 17 of the plants from the old Distilling and Distributing Company, and of 
these only 5 are now operated. (832.) 

Mr. Luytie-s te.stifies that the trust can run its distilleries morti regularly, and 
regular operation is neces.sary in order to fulfill contracts for feeding cattle. 
Manufacture in large plants is cheaper, although the difference between the dis¬ 
tillery of 10.000 busiiols capacity and one of .1,000 busln.ds would not be great. 
The trust also has the advantage of the most skilled administrative officers. 
(254, 2.55.) 

Mr. Clarke Indievcs an individual distillery of reasonable size can be operated 
almost as advantageously as tho.se in a combination. The full advantage of 
economical production is reacthed at 3,000 to 5,000 laishels daily capacity. The 
combination makes no savings in buying grain or fuel, and probably has no 
rebates in freight rates imt received by others. The trust has the advantage of 
being able to dispose of a surplus in foriugn markets, where orders are usually 
only for large lots. (184.) 

2. Kentucky u-ldskic-i. —The busine.ss of producing fancy brands of whiskies can 
not apparently be consolidated into fewer plants, since the trade-marks tltem- 
selves are known by their location. But, according to Mr. Bradley, the combina¬ 
tion has been able t(i produce a staple ipialitv of straight whisky at 15 cents per 

f allon, the lowest cost of refining known in Kentucky. It has established a new 
i.stillery for this purpose, to supply the demand for whisky of that (piality. (829.) 
C. Improved prooemes.— 1. Spirits .— Mr. McNulta .states that the .spirits combina¬ 
tion has used the best processes and machinery on a large scale. The main improve¬ 
ments in methods, however, were apparently made before its formation. Between 
1870 and 1880 a yield of 3 to 84 gallons of high wines iter bushel of coni was con¬ 
sidered good. The trust extended the improved processes already known, and 
by 1890 was securing about 4.9 gallons of high Avines or 4.75 of finished product. 
The main improvements since that time have been in the use of copper in all 
parts of the distillery. The average yield secured by the combination from 1890 
to 1894 is'shown below. The average yield of the Distilling Company for 5 years 
was 4.685 gallons as compared with 4.326 for all the dismleries in the country, 
including its own. Increase in yield is largely duo to use of better yeast, the 



THE WHISKY COMBINATIONS:—ADVANTAGES. 89 

most offwttive genus being ascertained by scientific examination and experiment. 
Distillers sonietime.s pay exceedingly bigh prices tor yeast. (303-204, Sbl.) 
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4.7IK» 
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Mr. Bradley state's that tho distilleru^s in the cojiilhnatitn) dow nhtuin about 
4 .H() ,:^^alloiis of pure' spirits, on the average, per bushel of corn. (SCth) 

Mr. Ri(!E states tliat tin- in-odnction of high witu's a1 lu’esent a little over 
5 galltais per buslud. Tljis latter figure refers to the produet of alecdiol before 
reetification through cluircoal. {H44.) 

Mr. CJvAJtKE als('> beli(‘ves that the .sjurits eonibiiiations }iav(.‘ niadi‘ iniprovt'- 
ments ill ]>roeesses by the employment of skilled c-hemists and by experimenta¬ 
tion. (bS7.) 

2. Keiitiu'kij wJiittky. —Mr. Bj^adlf.y testifies tliat tlie eombinationof Kentucky 
distilleries will result in improved (piality. On acconnt of fierce competition many 
distilh'ricis liad resorted to the use of *” cookers.*’in ordiu* to reduce the co.st of 
manufacture. This increased the yield, but made Ibi* quality infenor. Th(‘ 
combination ha.s gom* back to tlie old metliods of making fine whisky in every 
instance. (SOO.) 

D. Location and transportation.—Mr. McNct.ta states that it is doubtful wbetber 

the spirits c'ombination lias any advantages in trans})ortation, by rebates from 
railways or by filling orders from tlic nearest, plant. Purchasers'usually desig- 
nati* purtimilar brands. But production at Pi'oiia. w}ii(4i was made the chief 
center of the trust, is .specially economical because corn is cheap, this being the 
center of a gri'at corn region, coal mines are near, r(‘nl e.state is le.ss expensive 
than in larger cities, and iiandlingof corn l»y railways is easiiu*. while the special 
water supply is of very great a<lva 4 itage. There is an unlimited <juaiitity of water 
from wells about 30 feet deep, having a temperature tin? year nmmicif about 54 
degre(‘S. This is usetl for cooling the warm mash and is much more satisfactory 
and economical than ice. 202 .) 

Mr. I 4 UYTIES states that the trust, having a large purchasing capacitv and a 
heavy diumuul.can ship s])irits rapidly and in large <piantites. tluis saving leakage 
and damage. High-proof spirits, if kept for 1 or 2 days tof) long in transit or stor¬ 
age, lo.se enough to destroy all profit. (254.) 

E. Advertising and seUing of goods.—Mr. Bkadj.ey testifies that the savings by 
<‘omhination in the reduction of tlu' nuniher of salesmcui, and of advertising 
and selling expenses generally, are very great. The saving is imiMH’tant even in 
the distribution of spirits, hut is most marked in the sale of standard brands 
of Kentucky and rye whisky. The witm^ss has made a calculation that some¬ 
where between the distiller and the consumer in this country $40.000,(MX) is lost. 
This goes primarily to the attempt to secure trade. It is all wrong and docs not 
enable tlie consumer to g(‘t better ■whi: ky . but only makes him pay a higher price. 
Each of the different distillers has spent immense sums for advertising nis brrmds 
and pushing them in various ways. The combination has so far lieon able to dis¬ 
pense with about 300 salesmen, although aiJiiarently tlie advertising of special 
brands has not yet been done away with entirely. Tlie tendency of the combina- 
tum is to bring the manufacturer and the consumer closm* together, to increase 
the purchasing capacity of the consumer just as machinery has done. 

The witness adds that a large proportion of the traveling salesmen who have 
been dispensed with “ are still working for the old owners, but when that wliisky 
IS sold their occupation is gone.” (829-831.) 

different braachea.—Mr. Bradi.f.y testified that the new 
Bistiliing (,/ompany of America will have a great advantage over its competitors 
by the combination of all different branches of the whisky business. It (^an. for 
^ample, practically prevent the manufacture of spirits in Ktuitu(“ky and of 
Bourbon whiskies outside of Kentucky: can use the great machineries of the dis¬ 
tributing coinpanies for selling Kentucky whiskies as well as spirits, and can, 
through its distributers, supply a wholesale dealer every class of gocxls which he 
uses, thereby better enabling the company to hold his exclusive trade. (819.) 
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V. EFFECT ON EMPLOT3VIBNT AND WAGES. 

Mr. Clarke states that the number of men employed has probably been 
reduced somewhat, but not much, by combination. Wages have iipt changed 
materially, but have been made uniform .and for some minor poeitions increased. 
Laborers receive from $11 to $(!0 p(u- week, averaging perh.aps $18, Many would 
have lost employment in any case by closing of refineries through failure. Only 
the engineers among distillery employees are organized. Work is quite steady. 
(185,18»,1!)1.) 

Mr. Bice testifies that labor is not an important factor in the distilling buaines.s, 
since the plants .are operated almost automatically. The coinbftiation has never 
had a strike. (848.) 

VI. TAXATION. 


Mr. MoNulta believes that the .system of taxation of liquors should be modified 
in several way.s with a view to increasing greatly the output, especially for use in 
the arts, thereby increasing the dem.and for corn and raising its price. The most 
important changes would be (1) eiiualization of tax on different liipiors in strict 
proportion to the amount of alcohol contained; (a) remission of tax on alcohol 
used for all purposes e.xcept as a beverage; (3) permi.ssion to use tanks instead of 
barrels for storage and shipment; (4) discrimination against the products of other 
countries which discriminate against our omi; (5) reduction of tax on spirits from 
$1.10 to 70 cents, or even ,50 cents, per gallon. (3:15-230. ) 

A. Kate and form of tax. — 1. Present rate excessive.. —Mr. McNulta declares that 
the present tax on spirits is unjustly high. The cost of spirits varies from 8 to 15 
cents per gallon, the tax being $1.10. This is virtually a tax on corn, amonnting 
to ,$5.50 per bushel, .so far as used in distilling. The high tax reduces revenue by dis¬ 
couraging the use of spirits for many manufacturing imrposes. It also stimulates 
illicit manufacture by the higli profit accorded. The lo.s8 from this source to the 
Government is fully ^10,000,000 yearly. By reducing the tax to 70 cents, or pos¬ 
sibly .50, the cousiunption as a beverttge would .scarcely be increased, while the 
use for manufacturing purposes would vastly increase and illicit manufacture 
would practically di.sappear. The Government would profit by the change. 
(330-334.) 

Mr. Luyties holds that the present tax, sometimes amounting to 3,200 per cent 
of the cost of spirits, is exce.ssive. The witness belie.ves that the consumption of 
spirits per capita has considerably deoreiisisl in recent years, owing to the tax. 
The point of Neatest revenue can be determined only by experiment, but a reduc¬ 
tion to perhaps 75 cents would certainly largely increase consumption. (351,3.53.) 

Mr. Bradley is inclined also to believe that the highest revenue point for the 
tax on whisky is 75 cents per gallon. A reductioii from $1.10 to 90 cents would 
greatly increase the revenue. 

Mr. Bice, in support of the contention that the highest revenue point of the tax 
on spirits is about 70 or 75 cents per gallon, submitted a table showing the total 
number of gallons upon which the tax 1ms lieen paid at the different rates’ which 
have prevailed in this country since 1860. and the amount per capita of the popu¬ 
lation. This table shows that while the tax stood at $3, from 1865 to 1868, the 
amount of spirits on which it was paid was only 0.30 gallon per capita annually. 
When the tax was reduced to .50 cents the per capita amount was 1.79 gallons. 
At the 70-cent rate the per c.apita amount was 1.65 gallons, and this ropre.sented 
the highest revenue point. The average jief capita amount of spirits on which 
the tax was paid from 1875 to 1895, under the 90-cent rate, was 1,27 gallons, while 
under the $1.10 rate for the years 1895 to 1896 the amount was only 0.95. 

The following table submitted by Mr. Bice .shows the receipts from the tax on 
spirits yearly since 1889. This shows a considerable increase in the receipts during 
the year 1899, although the per capita amount of revenue is probably less than 
during 1893, the total number of gallons on which the tax was paid being 
97,458,347 in 189:1 as against 8:1,819,814 in 1899. (841, 843, 844.) 

Internal-revenue receipts from spirits during the fiscal years ending June SO — 


1889 . 

$68,281,803.93 

1890 . 

7.5,181,685.90 

1891 . 

78,528,001.16 

1893 .. 

83,770.2,53.86 

1893 (97,4.58,347gallons) 

87,712,51.3.03 

1894 . 

78,612,1.50.23 


1895 . 78,741,380.57 

1806 . 73,743,018.80 

1897 . 75,706,513.17 

1898 . 86,188,080.91 

1899 (83,819,314 gallons) 99,201,845.77 
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Mr. Cook believes that any considerable increase in the spirits tax falls on the 
conannier, largely through his getting a cheaper quality. It is difficult to know how 
much an increase will affect consumption. The recent statistics as to the effect 
of the increase to $1.10 are misleading, because the tax was i>aid at the lower rate 
on a quantity sufficient for three years’ consumption. (247; see also almve. p. 87.) 

2. Capacity tax.—Mr. McNuu'a believes that the present practice of levying 
the spirits tax on the capacity of the stills, assuming that they are used success¬ 
fully to their full capaiuty, is an injury to the business. The Distilling Company 
at one time was taxed for spirits supposed to have been made as the result of cer¬ 
tain new exiieriments which had practically failed. The courts decided, in con¬ 
travention of the revenue officers, that it was not the intent of the Government 
to collect the tax in such a case, where no fraud was committed. (233.) 

3. Proportion of alcohol—Tho tax on spirituous liquors, in Mr. McNulta’s 
judgment, should be .strictly proportioned to the amount of alcohol contained, 
which it is very easy to ascertain. At present wine bears no tax, although it 
often contains from 8 to 17J per cent of alcohol. Beer contains from 2J to 6 per 
cent of alcohol, a barrel usually containing more than 2 gallons. The present 
tax is $1 per barrel; that on alcohol and proof spirits, $1.10 per gallon. The beer 
and wine producers have sufficient protection from foi-eign competition and could 
I'eadily pay the tax. This would greatly increase the revenue of the Government. 
(325-227.) 

B. Illicit mannfactnre.—l. Illicit utills.—Mr. McNui.ta declares that the presenthigh 
tax causes a large illicit manufacture in small distilleries, which either escape 
altogether or pay on a small proportion of their product. Large distilleries, how¬ 
ever, being thoroughly under the control of Government officials, pay the tax in 
full. The penalty, forfeiture of the distillery, is too great to be ri.sked. Tlie 
present rules are unduly severe. Public opinion is such that a revenue officer 
dares not deiude a doubtful question in favor of a distiller lest he be suspected of 
accepting a bribe. Judicial functions ought therefore to be taken away from the 
revenue officers and givim to the courts. (231-234.) 

Mr. Riot; and Mr. Bradley arc also of tlie ojiinion that the present tax of $1.10 
per gallon is so high that it leads to gi-eat evasion. It is impossible to collect so 
high a tax satisfactorily in a country having so large an area; it is vastly more 
difficult than in a small country like Enghand. (824.) 

Mr. Bradley declares that there are illicit stills all over the United States. 
Perhaps they arc more common in the mountains of the Atlantic States than el.se- 
where, but many are in existence in New York City itself. The profits of illicit 
distilling are exceedingly gi-eat, perhajis ^0 or $40 per barrel. 

It is a very common practice, according to Mr. Bradley, to sell such illicit 
whisky of poor (piality under the names of standard brands. The witness 
secured in 1 year in Now York City lovcr 3,000 bottles of whisky bearing the 
trade-marks of Old Crow and Hermitage, which contained inferior whisky, most 
of it illicit. It is easy to carry small qinantities of illicit whi.sky from distilleries 
to saloons and dives, where it is bottled and sold under false names. (825.826.) 

Mr. Bradley further points out that most illicit whisky is necessarily confined 
in sale to local markets. 

As evidence of the fact that large amounts of illicit whisky are sold even upon 
the general market, Mr. Bice submits a circular from a firm of whisky brokers 
and commia.sion merchants in Baltimore, dated Juno 24. 18!)», in which 100 per 
cent North Carolina corn whisky was offered for sale in the barrel at $1.19. The 
cost of the package is 6 cents per gallon, so that the charge for whisky is only 3 
cents, the tax being deducted. Iii North Carolina it is possible, Mr. Rice states, 
to buy corn whisky at 85 cents per gallon. 

Mr. Rice also submits the following statement showing the number of illicit 
stills which were seized during the fiscal years from 1889 to 1898: 


Illicit atillg seued during the. fiscal years ending Jum .W. 


1889 

1890 

1891 

1892 

1893 

1894 


466 

583 

795 

852 

806 

1,016 


1895 . 1,874 

1896 . 1,905 

1897 . 2,273 

1898 . 2,391 


Total... 12,961 


l>elievos that a comparatively small proportion of the illicit stills are 
actually discovered and that when they are the owner usually simply moves his 
plant to another locality. ( 841 - 844 .) 
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3. Illicit manufactHiv. in registered stills. —Mr. Bbadlev and Mr. Rice point 
out that, even where stills are duly reffistered and known to the officers, the small 
ones, where a GoviTiiment officer is not constantly in control, report only a .small 
proportion of the wliisky which they actually manufacture. Mr. Rice estimates 
that only one-half of the ta.x is collected on good.s actually pi'oduced in from 4,o00 
to 6.000 of such small still.s in the Southeim States. The (xove^-nment simply esti¬ 
mates the number of hu.shels of grain which can he handled, and the amount of 
whisky which can he pi-odiiced per hushel. Strong pressure is brought to hear 
upfm the Government to fi-K thi.s avi?rage production low. As a matter of fact 
the small di.stilleriesnre becoming .so export that they can produce from 4 to 4| 
gallons per hushel of com. (H3o. 841.) 

Keiiii’d,i/—high license, of stills. —Mr. Bradlp.v and Mr. Rsce believe that tlie 
most satisfactory method of improving the ccdlection of the internal-revenue tax 
is by placing a high license upon stills or otherwi.se preventing iilt<igether the 
legal use of stills of small capacity. The Government sliould he ahh* to Imve one 
or more ,)fficer.s in charge of every oiierating still. It (suild afford to place two 
men in charge, even if a distillery made only two barrels per day, .since the tax 
is so high. Mr. Rice believes tlmt a license fee in proportion to the capacity at 
(jiiile a high rate would he the most satisfactory method, (834.811.844.) 

C. Methods of storing.—1. Woodeneontoiners. —Mr. McNit.ta states that the exist¬ 
ing regulations to insure payment of taxes have come down from a time when 
frauds were very numerous. They are too severe and e.xacting for the present 
time, where the character of the business is entirely different. The reiprirement 
that spirits .shall b(‘ stored and transported in barrels of .small capacity involves 
elaborate cai'e in watching, and necessitates gretit exiiense and loss to distillers. 
If alcohol and high-proof spirits are kept for any length of time in wooden 
barrels, they lose largely by evaporation and soaking and also deteriorate rapidly 
in quality. By the use of large copper tanks the work (jf the Government officials 
would be much lessened, while great economy would result to tin* producer. 
(338,330.) 

3. Bonded-warehouse .st/stum .—The system of inspection and regulation by Gov¬ 
ernment, according to Mr. Clarke, is advantageous in compelling accurate records, 
thus euahling distillers to understand their own business. But the iirescnt metliod 
of bonding and postponing payment of tax is unfavorable. Tlie tax need not be 
I>aid until after 8 years, but after 4 years the package is ri'gaugisl and the tax is 
on the quantity then found. A barrel of 48 gallons evaporates about 0 gallons 
during the first 4 years, and 8 gallons during th(> next :i or 4 years. .Since tlie 
wlndesaler, who pays the tax when it is .sold to him, must pay it on the quantity 
evaporated after the fourth year, the tendency is to depress the price of ripe whisky 
below that of 4-yeai'-old whisky. Tlie tax should bi' levied on the amount in the 
barrel when it finally leave.s the warehouse for .sale. However, the proof of whisky, 
if kept in a warm place, will increase from lOt) to 13.r in 4 or -o years, and addition 
of water to reduce to 100 is allorved. (183, I.S;i.) 

This requirement as to the period of bond i.s also .severely criticised by Mr. Rice. 
(848; as to its effect on exiiortation, see ji. iKl.) 

D. Ksmission of tax on spirits used in arts.—Mr. McNei.ta believes that alcohol used 
in the arts and sciences should be entirely free from taxation. There are laws at 

S resent intended for this purpose, but no means of executing them have been 
evisod. The witness believes it possible to remit the tax without promoting 
fraud. The result would be to double the quantity of grain used for distillation 
and to introduce many new industries which are now prohibited by the high 
cost of alcohol. There are thousands of uses to which it can be juit. Even if tlie 
tax were retained at .rO cents a gallon, the increased use wouM be sufficient to 
make the revenue as great as from the present tax of ,81.10. (337,334.) 

Mr. Luyties, distiller and dealer, tB.stifies that there would be great advantage 
if some method could be adopted similar to that used in England, by which alco¬ 
hol or spirits could be rnethylized and rendered unfit for drinking, the tax then 
being remitted. But it is a delicate matter and the Secretary of the Treasury has 
struggled in vain to devise a method suited to p.^evont fraud, the temptation to 
mix taxed and untaxed spirits being very great. Until a .satisfactory method can 
be discovered the present practice is best. (363.) 

Mr. Bradley believe.s that it will be impo.ssible to remove the tax from alcohol 
used in the arts. If this were attempted there would be only illicit spirits pro¬ 
duced in this country. But to reduce the tax on alcohol to perhaps 75 cents jier 
gallon would greatly increase its use in the arts. (839.) 

E. ^ortation and the tax.— 1. Spirits.—Mr. McNulta Jioints out that there are 
practically no spirits now exported from this country, although it is naturally 
the cheapest place for their production. There is a very large demSnd abroad 
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for vai-ions imi-poses, but this i.s supplipfl by Grermiiny, which oSers an export 
bounty, and by Hungary. The exportation from this country is specially ham¬ 
pered by the governmental restrictions connected with the collection of the tax. 
Distillers practically get no advantage from the drawback of the tax paid in case 
of exportation. The reipiirement that all spirits be stored and transported in 
wooden ban-els e.specially interferes with cheap transportation. (22,S.) 

Mr. BRADI.EV and Mr. BroK, of the present combination, confirm tla- opinion 
of Mr. McNulta as to the undue obstructions placed in the way of export trade 
by Government regulations as to taxation f)f spirits. They e.specially urge the 
desirability of the transportation of alcohol in tank cai'K and tank Hhip,s, instead 


of in barrels. 

The, ([uantity of alcoliol used in tlic ai’ts in Europe is very great indeed. It is 
largely emiiloyed, for example, in the manufacture of smokeless powder. From 
aO.lMIObOO to ill),000,0(10 gallons of ahuhol are used yearly for fortifying wines. 
The United States is the cdieapest jilace of manufacture and should snpidy a large 
proportion of tlie demanil for alcohol throughout the -world. If this were pos.sible, 
the price of corn would hi- materially rai.sed. especu.ally when there was a great 
surplus cro]i. sim-e alcohol (am be manufactured and .stored at such times. Prac¬ 
tically no spirits or tih-ohol i.s now (-xported. (,S2-t, 82H, .S46,847.) 

Mr. Cook considers that the decrease in exporlati.in is partly due to the Ger¬ 
man bounty on (-.xportation of spirits and partly to the difficulty and expense of 
(simplying 'with the regulations of our Government; as to remission of mx. 


(24.7-247.) 

According to Mr. Lt'YTins one of the great drawba(-ks to exiiortation of spirits 
from this country is the high bond whhdi is recpiired by the Government—suffi¬ 
cient to cover the entire tax. (2.ri).) 

In Germany, according to Mr. LuvTlEs.the Government con.siders it necessary 
to develop the spirits manufactnre, e.spec-ially on account of the feed secured as 
a by-product. Accordingly the amount which each distillery is allowed to ])ro- 
dnee i.s limited, and a fa.x of .70 marks per 100 hectoliter.s is levied up to that 
amount, while if more is produced the tax i.s 70 marks, unless the surplus is 
exported, when the entire tax is rebated. (27(5,257.) 

2 . Kvpiirtntloii of ichixki/.—Mi-. Rior states that, under the present statute, 
whi.sky which is held tor aging must he taketi out of bond and the tax paid at the 
end 0^8 yeans, unless it is exported. Freiiuently it happens that the distiller has 
no market for his product in this country at the precise time when the 8 years 
expire, and m order to avoid the immediate payment of the tax he ship.s the whi.sky 
to Germany to be stored until he is able to (lispose of it. when it is reimported. 
This is practically the only way in which whisky is exported. The Government 
attempts to prevent thi.s evasion, but exporters make a mental reservation in the 
statement that the exportation is bona fide. (848.) 

Mr. Bnxnr.iiY also points out that the prohibition of the law upon the holding 
of bottled whiskies in bond for exportation results in a great hindrance to the 
e.’ciMU-t trade. It is de.sirable that permission should be given to bottle whiskies 
in advaiaa- and hold them subject to orders for shipment. Mr. Bradley likewise 
points out that the amount of drawback upon the exjiortation of whiskies is only 
90 cents per gallon,the law having been left unc-hanged, apparently by oversight, 
whim the tax was raised to §1.40. The law puts many otlier ridiculous obstruc¬ 
tions in the way of the exportation of whisky. (824.) 
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I. HISTORT OF STANDARD OIL COMBINATIONS. 

A Organization and purposes.— Mr. Emery quotes part of the testimony of Mr. 
Flagler before the Committee on Manufactures of the House of Representatives 
in 1888, TTiis shows that in 1870 the firm of E<x:kefeller, Andrews & Flagler was 
formed to succeed the separate firms of Rockitfeller & Co. and Rockefeller & 
Andrews. The capacity of the new firm was aliout 600 barrels of cnide oil per 
day. This fimi in the same year was reorganized under the name of the Standard 
Oil Company of Ohio, with a capital of $1,000,000. (600.) 

Mr. Rookekbller made affidavit concerning the growth of the Standard Oil 
Company as follows: 

‘•1. Q. What was the finstconihination in which you were interested of different 
esteblishments in the oil industi-y?—A. The first combination of different e.stablish- 
inents in the oil industry in which I was interested was the union of William 
Rockefeller & Co., Rockefeller & Andrews, Rockefeller & Co., S. V. Harkness, 
and H. M. Flagler, about the year 1867. 

“2. What were the causes leading to its formation?—A. The cause leading 
to its formation was the desire to unite our skill and capital in order to carry on 
a business of some magnitude and importance in place of the small business that 
each separately had theretofore carried on. As time elapsed and the possibilities 
of the business became apparent we found further capital to he necessary, 
obtained the required persons and capital, and organized the Standard Oil Com¬ 
pany with a capital ()f $1,000,000. Later we found more capital could be utilized 
and found persons with capital to interest themselves with us, aud increased our 
capital to $3,,600,000. As the business gi'cw, and markets were obtained at home 
and abroad, more persons and capital were added fit the business and new cor¬ 
porate agencies were obtained or org.anized, the oliject being always the same, to 
extend our business by furnishing the best aud cheapest products.” (79.6.) 

It appears that the Standard Oil Company was reorganized in 1872 with a capi¬ 
tal of $2,1600,000, which was again increased to .$3,,600,000 in 1875, which remains 
the amount of capital of this particular company to the pre.sent time. 

B. Growth of monopoly during the seventies.—Beginning e.arly in the seventies 
the men interested in this company began to associate themselves rvith other 
refiners and to extend their business with great rapidity. They also secured con¬ 
trol of the mpe linos of Pennsylvania, a process which is more fully described under 
a separate heading. (See p. 100.) Numerous refineries were either driven out of 
business altogether or were in some way led to affiliate with the Standard Oil 
Company. Certain witnesses .attribute this growth of control over the refilling 
business partly to the ownership of the pipe lines, hut the chief reason assigned 
by many opponents of tiie combination is railroad favoritism, a detailed history 
ot which is given later on. (See, e. g.. Rice, 689, 693). 

Mr. Emery especially refers to previously existing testimony to show the man¬ 
ner in which the Standard Oil Company, through the iuflueuce of railway dis- 
crimmations, grew from a small concern in 1876 to a practical monopoly of the 
entire oil refining business in 1879, In 1870 there were approximately 3,60 refineries, 
most of them located in the oil regions. The Standard Oil Company then, owned 
^oi« 4 per cent of the refining capacity ot the country. In 1879 Mr. Rogers and 
Mr. Bqstwick, members of the Standard Oil Company, testified before the Hepburn 
committee that that company, or the combination which it represented, owned or 
controlled 90 or 9,) per cent of the refining industry in America. There was a time, 
declares, when he did not know of a single independent refiner. 

Ihe witness liimselt was interested in the Octave Oil Company at Titusville, 
having a capacity of about 800 barrels daily. This company was invited to join 
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the Standard Oil Company, but refii.sed to do so. In the latter pjirt of 1S73 it was 
forced to sell out to that company, having been unable to maintain its business. 
The refinery cost §8.1.000 and was sold for ,§45.000. It was run for 3 or 3 years by 
the Standard Oil Company, but was finally dismantled. 

In 1880 the witnes.s built a new refinery in Philadelphia at the .suggestion of the 
Peiinsylvania Railroad. l)ut was again driven out of bu.sino,sa by discriminations, 
e.specially by tlie inability to obtain cars to ship oil from his wfells to his refinery. 
(040-649). 

Mr. Dodd, in reply to a schedule of (piestions. made tlio following statement as 
to the process of growth of the Standard Oil (smibination: 

■‘About the year 1.S73 the condition of the refined-oil business was disastrous, 
and failures were of constant occurrence. Leading refiners began to combine for 
the purpose of making the business successful. The combination was by means 
of purcliase of stocks and interests of various companies, and, until 1882, the 
combination was solely by stock owinu’ship in the hands of a limited numlx'r of. 
individuals, who controlled the corporations as agencies in a common business. 
In 188‘2 these owners, whose names appear in E.vhibit A, entered into the trust 
agreement. The companies whose stock they owned, in whole or in part, aiipear 
in the same agreement. They were not then (•ompethig com)ianies. The individ¬ 
uals named as trustee's controlled them by virtue of absolute ownorshiji of a 
majority of their stocks. When the trust was dissolved, in 1892, the same fact 
existed. The individuals then trustees continued to control the companies by- 
virtue of absolute ownership of a majority of their stocks.” (799.) 

Mr. Rockefei.ler, in answer to intei-rogatories submitted by the (a)mniission, 
made affidavit as to the growth of the Standard combination. He attributed the 
extension of its business, not to crushing of competitors, but to the need of addi¬ 
tional capital in order to employ the most effective methods of manufacdure and 
transportation. From time to time it was discovered that existing methods were 
unsiiti.sfactory and larger investments had to be made for improved methods. 
Thus to j)erfect the pipe-line system required some .§.50,009.000 of capital. This 
could not be obtained without industrial combination. (79.5, 797.) 

C. Organization of tmst, 1882.—Ui> to 1.S83 there was no formal consolidation of the 
numerous refining and pipe line companies which were controlled by the officers 
of the Standard Oil Comi)any or which worked hi harmony with it. At this time 
the Standard Oil Trust was formed, being the first organization to take on that 
form. The various separate organizations placed tln^ (control of their stock or 
proiierty in the hands of trustees, who were thus able to I'ontrol completely the 
otieration of all the concerns. 

Mr. Mon'NETT, attoniey-general of Ohio, testifies that there were altogether 39 
companies which entered the Standard Oil Trust, 14 of whitdi tran.sferred all their 
stock and the remainder a controlling interest to the tru.stees. Besides this a 
large number of individual owners and firims entered the trust. There were 9 
trustees, holding office for 3 years, with one-third retiring annually. 

The trast certificates were issued in amounts etiual to the appraised value of 
each plant transferred. According to Mr. Monnett, there was no attemiit to 
inflate the valuation. Each company agreed that no stimk should thereafter be 
issued excepting to the trustees. (300, 301.) 

Mr. Emery, on the other hand, testifies, but without submitting detailed evi¬ 
dence, that I'efineries and other establishments were taken into the trust at rates 
greatly in excess of their actual value, the chhif con.sideration being the power of 
monopoly which was thereby acquired. (630,) 

Mr. Monnett testifii^s that the tru.stees themselves held 466,380 of the original 
973,500 ti'ust certificates. They also hold more than half of the shares M the 
present constituent corporations, while Mr. Rockefeller holds more than half of 
the number held by the trustees. (307.) 

B. Existing owanisation.—1. Rnornnnization into separate oompanien, ISOSt.—The 
Standard Oil Trust, having been held illegal in various States, was dissolved in 
1893. the separate establi.shments and plants being reorganized into 20 constituent 
'companies having a capitalization of .8102.333,700. Trust certiiii^atos when sur¬ 
rendered were replaced by a proportion of the shares of each comiiany, properly 
divided. 

The following form of transfer was used to give holders of trust certificates 
proTOrtionate shares in the capital stock of each of the constituent companies 
established at the time when the trust form of organization was abandoned: 

Knoiv nil men by these presents: 

That we. John D. Rockefeller, Henry M. Flagler, William Rockefeller, John 
D. Archbold. Benjamin Brewster, Henry H. Rogers, Wesley H. Tilfo^d, and O. 
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B. Jennings, trustees for winding up the Standard Oil Tmst, by W. H. Tilford, 

onr attorney in fact, and John D. Rockefeller, of-, do hereby constitute 

and appoint John Bensinger, of New York City, our true and lawful attorney for 
thejirrposes following, to wit: 

Whereas John D. Rockefeller has placed in the hands of said attorney assign¬ 
ment No. A 36.5 for amount of corporate shares held by said trus¬ 

tees on the first day of July, 1893, in each of the comiKinies whose atcxjks were so 
held. 

Now the .said attorney is hereby authorized to secure from each of said compa¬ 
nies transfer upon their coriwrate books of said stock and stock certificates for 
whole shares, and scrip for fractional shares thereof, and when the said certifi¬ 
cates and scrip are i-eooived from all the companies referred to the said attorney 
shall deliver the same to .John D. Rockefeller, and the said a.ssignment No. A 365 
shall at the same time bo delivered to the said tm.stees. 

And the said attorney hereby agi’oes to obtain the said certificates and scrip and 
to deliver the same and the said assignment as above specifiid. 

(Signed in print.) John D. Rockefkllee. 

Henry M. Fl.voi.er. 

Wii.Li.^M Rockf.pei.ler. 

John D. Archbold. 

Benjamin Brewster. 

Henry H. Rooers. 

<1. B. Jenninos. 

Wesley H. Tilford. 

(Signed in ink.) 

W. H. Tilford, Attonwy in Fact. 

John D. Rockefeller, per Geo, D. Rogers. 

■loiiN Bensinger. 


(Monnett, 80.3. .307. iI20; Archboi.I), 574-576.) 

Tims, Mr. Monnett te.stifies, the Standard Oil Company has several constituent 
coriiorations in Ohio. The (Ohio Oil Company leases ini lands and purchases 
crude oil. The Buckeye Pipe Line Company, in conjunction with other pipe line 
companies owned by the Standard, makes a complete system which tran.^orts 
crude oil to the various refineries in Ohio and adjoining States. The Solar Refin¬ 
ing Company engages in refining. The refined product is transported by the 
Union Tank Line Comp.aiiy, which has great advantages in the use of tank-car and 
terminal fecilities. It is by thi.s control of the means of transportation that the 
Standard secures its monopoly. (299.) 

Mr. Monnett further states that the Standard Oil Company of Ohio, on August 
5,1891, sold its tank cars to the Union Tank Line Company for ,$3,500,000, most of 
which sum it transferred in 1893 to the Standard Oil Trust for distribution among 
the holders of trust certificate.s. This was in defiance of the order of the court, of 
1893, prohibiting it from further relations with the Standard Oil Trust. Since 
then this company has paid no dividends, although it still pays salaries. Its 
accumulated funds have been apparently charged off for depreciation and profit 
and loss. Its oflicors refused to submit its books to the courts and are believed 
to have burned a large number of them. (303,303.) 

3, Capitalization.—Mv. Dodd, in reply to a soliednle of questions, stated that 
the property of the various companies entering the Standard Oil Trust was valued 
at $75,000,000 in 1882. In 1893 the value was estimated at $131,631,313, Perhaps 
50 per cent of this additional value had come from profits invested, the remainder 
from additional capital siihscribed. Up to 1896 about the same proportion of 
profits continued to be applied to improvements, but since that time the profits 
have been divided, as is seen from the higher rate of dividends. An average of 
5.77 per cent has been allowed for annual depreciation. (799.) 

The inventory referred to by Mr, Dodd is a,s follows (Monnett, .301): 


Compaiiios. 


Anglo-American Oil Co.,Limited 
Atlantic Refining Co 

Buckeye Pipe Line Co__ 

Eureka Pipe Inne Co... 

Forest Oil Co. 

Indiana Pipe Lino Co-.. 

National Transit Co.. 

New York Transit Co. 

Northern Pipe Line Co. 

83a—FT 1-7 


Ai)praisod 

value. 


$0,»13,63IU0 
8,(W1,870.67 
7,941,(138.15 
1,547.055.16 
3, (W8,813.11 
2,(114,063.91 
26,796,712.97 
4,999 300.00 
707,067.00 


Oapitali- 

2 ation. 


$5,000,000 

5,000,000 

10,000,000 

6,000,000 

5,600,000 

1,000,000 

25,455,200 

5,000,000 

1,000,000 
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Companies. 

Appraised 

value. 

Capitali¬ 

zation. 


Sl,;m 7(50. ou 

ril,7»!{.87 

8.S7«,01«.a< 

8,(ei.6r>-i.s7 

8.W)4.WKK78 
m 8() 
l«,77;.MWi.29 
3.4‘>«.OM.72 
1H7.41 

|3.278,5()(> 

2, (KJ(1,000 
5(I0.0()() 

5.(X)0,00(i 

i.otxt.ttot) 

in,(HM>.0(X) 

7,m()ix) 

3. .51XS. 000 
3, .'WO, 003 

Ohio Oil Co. . 












121.tyn.8ia.tS3 






lit. :R»7.<)i2.tyi 





3. Existing relations of constituent companies and trust. —Mr. Akciiboli) testi¬ 
fies that, althougli tli(! Standard Oil Trust wa.s dissolved in 1S!13, the men who 
were the former trustees have held a ma.iority of the stock in all the different 
companies which made up the trust, so that they work together as harmoniously 
as before. The latest movement on the part of the combination, in order to secni'e 
more complete unity and to providi' foi- the claims of small holders of trust cer¬ 
tificates, is the organization (jf a New Jersey corporation leititled the Standard 
Oil Company. This corporation has a capilal of .$11)0.000.000 of (sunmon stock and 
$10,000,000 of preferi'i'd stock, and is authorized to own tlu! stock of any of the 
different corporations connected witli the Staudanl Oil Company and to buy from 
all parties who own such shx'k whenever they desire to .sell. (•5T1-.570.) 

Mr. Mo.nnett testifies that a man (M>uld not have his trust certificates recon¬ 
verted into stock of the several con.stituent companies, and get ont of the trust, 
unless he held ,$6B,000 worth. This enables the trustees and a few others holding 
large amounts to exchange their certificates for stock and thus to practically 
control all the tsuistituent companiiw. while smaller holders retain their certifi¬ 
cates and are still receiving dividends upon them. Altogether only 51 per cent 
of the trust certificate.s were converted into stock. Hohhu's of fractional shares 
in the separate companies receive no dividemrs. (303,807, .'iOS.) 

Replying to this testimony, Mr. Arciiboi.d states that the replacenuuit of trust 
certificates by proportional shares of stock in the .sepai'ate (s)nipanies has been 
going on steadily, and that only a smc.!! number of trust c(!rtifi(uites are still out¬ 
standing. He admits that the dividemls when declared are at a certain percent¬ 
age upon these outstanding certificates and a properly adjusted rat(‘ upon the 
capital st<x!k of the different companies. The rate of dividend may be considered 
as if it were entirely upon the trust certificates at their former full amoc.nt. 

The prices at which Standard stock is <iuoted on the market are still based on 
the old trust certificates, since practically the (‘(piitahle interest in each of the 
separate companies corresponding to a share in the trust certificates is of thci same 
value. If the pui'chaser should buy trust certificates on the maikt't and take 
them to the company it would give him either a proportion of the shares of each 
of the separate ooriiorations or an equfd amount of the .stock of the newly formed 
coriKiration, the Standard Oil Company, of New Jer.sey,' 

The Standard Oil Company has always kejit its stocks and certificates off fi'om 
the stock exchange, and there has bixn very little .speculation in them. Thd offi¬ 
cers and directors have bought and sold .stocks only to iv very limited extent, and 
usually for the purpo.s(! of increasing their own holdings. Mr. Archbold himself 
has bought and sold only 100 .shares during 10 years. (.571-570,570.) 

Mr. Rogers states that when th<! Standard Oil Trust was dissolved those holders 
of trust certificates who.se holdings were small received only fractional shares in 
the various separate companies, and on these shares they receive no dividends. 
The denominator of these fractional shares is about OTo.OfiO and the numerator is 
often very small, .so that the interest is so trifling that it would be impossible to 
pay a dividend. Nevertheless the Standard Oil Company is prepared to do what¬ 
ever is fair regarding such fractional shares. (.533, .587.) 

E. Dividends and profits of combination,—According to Mr. Rioe the Standard Oil 
Trust from 1882 to 1892 paid dividends ecinal to more than double its entire capi- 

> Tbongh practically a now orranization, this aooms to 1» in form a continuation of tho old 
Standard Oil Company, of New Jersey, with an altered and amended charter, and with Its cap¬ 
ital increased from $10,000,OUO to *110,01)0,(100. Seep. 1328. 
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talization in 1888. Sinon 1893, wlien the trust was nominally dissolved, 30 iinarterly 
dividends of 3 per cent have been paid, and 77 per cent in special dividends since 
ISO."), maldns? a total of 107 perc(ait on its capitalization, or in all $170,730,379, 
Aside from these dividends the c,oinpany has invested millions of dollars of its 
net eaniings in producing oil property. (088, 689.) 

Mr. Mon.mett's testimony confirms the above generally. He speaks Bi)ecifically 
of extra dir'idonds of per cent in 189,5, 19 per cent in 1896, 13 pin' cent in 1897, 
and 4 per cent in 1898. He adds that, .iudging from the recent rates of dividends, 
a prominent indge has said that the, pn'sent value of trust certificates, whose face 
is *97,3.70,000, would be $48(i.3:'>0,000. (303, 307, 308. 309.) 

Otlier witnesses also refer to the high value of Standard stocks as showing enor¬ 
mous jirofits. Mr. Ari.'IIHOLD states on this point that the price prevailing at the 
time of his testimony, 846.) per share, was the highe.st ever known. (.779.) 

Mr. Dopp submitted the following statement, showing all the dividends dechared 
by tiie combination since 1883. In addition to these a stock dividend of 30 per 
cent was declared in 1887. He stated that no distinction had been made in tho 
distribution of profits between the former owners of closed and dismantled plants 
and others. (799. ) 


Per 

1883 .. d,3.7 

1883 .. 6 

1 Por cent. 

1,891 .. ...13 

im .12.21 

! IKim.. 12 

188.7... - _ 10.,70 

1880 ___ 10 

18S7 10 

1894 ..-. 13 

189.7...-.-.. 17 

1800 . ..... 

1S88 . U.50 

IS97_ ___ .. 33 

1880 - 1^ 

1808 .. .. ;30 

1800 .. . .- . . 13 



Mr. Boyi.b belii'ves that the jirotits of the Standard Oil Company have not been 
redmasl by the depression in the price of crude oil. The cajiital stock of the com¬ 
pany before its reorganization si'veral years ago was .$100,000,000, and the witness 
has Iieard tliat it was worth 8,700 per .sliare. The stock of the Tidewater Piiio 
Line Company, which has a capital of 810.000,000, was ipioted at $3,000 per .share. 
There may be'agrecmeiita between this company and the Standard, but it is not 
ab.solutely niider the Standard's control. (4.80.) 

.See alsi) as lo protits, p. 133.7. 

F. Ohio Baits against Standard Oil Company.— 1 . Geiterdl <(i‘.s’cr{/)f /oh. —Mr. MON.NKTT, 
the attoriK.y-general of Ohio, testifies tliat suit was brought against tlie Standai'd 
Oil Company of Ohio in 1891,and a decree was .seenredin 1,893 directing it to with¬ 
draw from tile Ktandard Oil Triisl. In November, 1,897, the attoniev-general sum¬ 
moned the same company before the court on the ground that it laid pot with¬ 
drawn ill good faitli, but simply niodilied tlie form of organization. On the basis 
of answers to iiiterrogalories siihiiiitled to Mr, .lohn D. Rockefeller, inforniation 
was secured wliieli led to filing .suits against all the eoiistitiieiit companies of the 
original trust wliicii wi-re then di'ing tiiisiness in Oliio—the Buckeye Pipe Lino 
Comiiany. Ohio Oil Company, Solar Refining Coiii]iany, and Standard Oil Com¬ 
pany of Ohio. There were tour causes of action: (1) As against piihlic policy; 
(3) for confederating and attempting to evade the decree of 1893; (3) for violation 
of the Ohio antitrust act of 1.898; (4) against the Bncki'ye Pipe Line Coniiiany 
for transacting telegraph, hiisiness as a common carrier, which was ultra vires. 
This company was found to he exchanging hii.sine.ss with the Western Union 
Telegrapli Company, (397, 398.) 

The piresent status of these suits (at the time of Mr. Monnetfs testimony) is as 
follows; Tlie officers of the Stoiulard Oil Company of Ohio are before the court 
on the charge of contempt lor refusing to produce their books. They are also 
held for viidation of the original decre/' of tlie court, and it may inflict any fine 
it sees fit. All independent suit ha.s been brought for taking away the charter 
of this comiiaiiy. and anotlier suit for the same purpose is pending agaiirst the 
Buckeye Pipe Line Company, in which the witne.sses are also before the court for 
contempt in refii.sing to answ/T iiiiestions. If the existing suits are won, the 
monopoly of the Standard Oil Coinjiany in the Ohio field, which depends on its 
control of the pipe lines, will be destroyed. (7111,315.) 

Mr. AkchboU), re\ilying to the testimony of Mr. Mounett generally, points out 
that the attacks upon the Standard Oil Company in the courts of Ohio were inju- 
nous to the interests iif the State, since that company, through the various cor¬ 
porations in which it is intere.sted in Ohio, iiays about $350,000 taxes yearly and 
distributes $3,350,000 as wages to 4,700 employees. (543.) 



















100 THE INDUSTRIAL COMMISSION:—DIGEST OP EVIDENCE. 


8. Production of books.—M.T. Monnett testifies, in further detail, that in these 
suits the supreme court of Ohio has ordered the .Standard Oil Company of Ohio 
to produce its books and records, and it has refused to do so, relying on its con¬ 
stitutional rights. The question as to the power to compel it to produce its books 
is still pending. According to Mr. Monnett, testimony before that court shows 
that a large number of books and piipers were burned 3 or 8 days after the order 
requiring the production of books was made. The evidence of John McNimey 
on this subject is quoted in full. He was an employee in the car shops of the 
Standard Oil Company at Cleveland and assisted in lowering certain boxes which 
he believes to have cimtained books from the office of the Standard Oil Com¬ 
pany. That same day and the following Monday he assisted in burning a large 
number of books, talcen from smdi boxes, in the car-shop furu.aces. Tne books 
were large books, apparently ledgers, and many loose papers and letter-press 
books were ahso bunied. Altogether it che.sts and 6 sacks of materials were 
burned. (303-30(!.) 

Mr. Abchbold denies absolutely the fa('t of such burning of books by the 
Standard Oil Company. He states that at the time of the original inquiry on the 
subject the comi)any offered to produce ('V(‘ry employee who could have any 
knowledge on the subject, each of whom w<mld have dimied the statement. The 
attorney-general refused to have them sworn at the time, although he knew that 
the secretary of the Standard Oil Company Ohio bad made an affidavit that the 
books were in his possession. (o43.) 

3. Alleged attempts at hribei'j/. —Mr. Monnett refers to the alleged attempt of 
the Standard Oil Company to bribe him.self. as attorm'V-gtTieral of Ohio, and 
offers to submit papers in the case, but presents no furtlag evideiiee. (313,316.) 

Mr. Akctibolp testifies that affidavits ha\’e bet'ii tiled with the supreme court of 
the State of Ohio denying s]iecifically all of Mr. Monneit'.s charges of attempted 
bribery, and asking the court to apj)oint a eommis.siduer to investigate the 
charges. The court has not acted upon the subject, but the company is anxious 
that it should do so. (.111.) 

I. PIPE LINES-CONTROL BY COMBINATION. 

A. Early history.— Mr. Boyle gives a somewhat detailed history of the devel¬ 
opment of pii)e-line transportation in the oil business. 

The first successful piito lines were estaldislied in 1N04 from Pitholo to the Mil¬ 
ler farm. Others were soon constructed in the same district. These were usually 
short, scarcely over 5 miles in length, and at first did not even connect directly 
with the wells themselves, althongli this practice was soon establi.shed. Numer¬ 
ous lines soon grew up in diffeiamf parts of the oil region, but the first more 
extended systems date from 1M6!), when the Mutual Pipe Line was laid more or 
less throughout Clarion County. Vandergrift & Forman later estoblished a sys¬ 
tem through Butler County which became the nucleus of what is now kno^vn as 
the United Pipe Line System. 

The original pipe lines were only transporter.H of oil, but the mature of their 
work soon led them to pundia.se oil, although at firs* it was not in the nair«i of the 
company itself. At times there were rumors casting doubt on the integrity and 
solvency of .some of the pipe line.s. The prices whi(di purchasers of oil were 
willing to pay to pipe lines varied accordingly, since they wer»! sometimes in 
doubt as to whether the oil would be forthcoming. It wa.s (luih^ common in 
those days for shortages to 1«; discovered in the iimount of the c jil held by the pipe 
lines as compared with the amount which they owed to certificate holders. - The 
lines would use oil or sell it and exiu'ct to make up the shortage by purchase later 
on. Mr. Boyle quotes from a published statement of the Atlantic Pipe Line in 
1876 acknowledging a shortage of 6,000,000 barrels, but stating that 1,1000,000 
barrels had been purchased to cover it. (413,420,433,424,481,483.) 

Mr. Emery also makes a brief statement of the early history of pipe lines. He 
states that the first attempt to combine separate pipe lines into a more complex 
system was made by William H. Abbott and Henry Harley, beginning about 
1886. By 1869 they had a capital of nearly 83,000,000, and 500 miles of pipe cen¬ 
tering in the Miller farm. The concern was then known as the Pennsylvania 
Transportation Company. (603,604; compare also Lee, 363,265.) 

B. AbsorptloB of competing pipe linee by Standard.—1. History. —Several witnesses 
describe the {process by 'wmich the Standard Oil Company gradually secured con¬ 
trol of the various pipe lines throughout the oil regions. The opponents of the 
trust attribute the success of the Standard Oil CoinjiAny fn'this movement to the 
railway discriminations upon oil received from pipe lines controlled by that com¬ 
pany. It appears that for a considerable period a rebate of 33 cents ^r barrel 
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was allowed on oil from pipe linos maintaining the agreed rates of pipage. These 
Recriminations are more fully described under the head of Railway Discrimi¬ 
nations (pp. 149,150b Other opponents of the combination ascribe its success in 
driving out competing pipe lines largely to the practice of paying premiums upon 
oil in the territory of such competing lines. 

Mr. Boyle gives the fullest statemmit of the growth of the pipe-line oon.solida- 
tion during the seventies, and attributes it to the natural advantages arising from 
large capital and from skill in organizing. He testifies that during the early 
pari of that decade very numerous pipe lines had been established. The.se were 
at first constructed on a small scale by separate oil producers, but having entered 
the business many producers were inclined to extend their lines and form a sys¬ 
tem. Tliere thus arose an e.xcessive number of competing lines, and the solvency 
and integrity of some of them became a matter of doubt. This excessive compe¬ 
tition was the cause of driving the tiipi! lines into a more complete organization. 
As early a.s 1873 or 1874 a pooling arrangement was made by some of the pipelines, 
and rebates were paid by railways on oil received from suidi lines. The United 
Kpe LineCompanv was estalilished in 1877, with a capital at first of 83,000,000, and 
acquired l)y purchase a large numberof lines. The new company included many 
producers and stockholders of the smaller companies, but it is estimated that the 
persons contndling thi^ Standard Oil Company had somewhat more than a one- 
half interest in the United Pipe Lines. The National Transit Company is the 
present owner of the United Pipe Lines Sy.stem. and the Stand.ard Oil Company 
controls the National Transit Company, (424-130, 474.) 

Mr. AROiinOLi) states that the small pipe lines which e.\ist<'d during the early 
period were inadequately capitalized and ineffici(mt in many cases; that consoli¬ 
dation was welcomed by all producers and .resulted in a lowering of charges for 
pillage from 40 to 30 cents pi'r barrel. (513.) 

Mr. Rookefei.lke also speaks of the neces.sity of very large capital to conduct 
the pipe-lini' business advantageously. (797.) 

3. Premiums on oil rraebcd by eoiiipeiing pipe lines. —Mr. Lockwoop declares 
that, by means of tlie high rebate.s which the pipelines controlled by the Standard 
secured from th(‘ railways, they were able to oiier higher prici’s for oil to the pro¬ 
ducers and to sell at lower prices toretiners than independent pipelines were. 
In tliis way 30 pipe lines, buili during the early seventie.s, were driven into bank¬ 
ruptcy. and were absorbed by the United Pipe Line and the American Transfer 
Company. Tliese pipe lines were practically slnit out of the market. 

A similar policy lias been piirsued in attacking indepiiiident pipe lines built 
later. Thus, in 1887. Craig, Elkins & Kimble built the Western and Atlantic 
Pipe Line. The qirice of oil at that time was (19 cents, but by the time the new 
pipe line was fairly in ojieration, in 1888, the jiriee was raised to 88 cents per 
barrel, while the white-sand oils in the counties reached especially by the new 

? ape line were placed at a premium by the Standard Oil Company, which paid 
rom $1.08 to 81.13 for oil at the wells. In November, 1889, the price of this oil 
had reached $1.30, and the witne.ss. as a producer in that district, was drilling 
many wells in the hope of very large profits. About this time the new pipe line 
was bought by the Standard Oil Company .at the price demanded by its owners, 
and the very next day the premium on oil from this district was taken off. while 
the price of crude generally fell gradually to 53 cents. The witness and other 
producers suffered great losses from this reduction, while the Standard Oil Com¬ 
pany made sufficient profits by it to recompense itself for the purchase of the pipe 
line. The priceof refined oil was not reduced. This great decrease in price could 
not be attributed simply to the increa.se in production. (388, 394, 893.) 

~ . ■ ' ' ■ ' , controlled by the 

attacking 
! cost of pipe 

lines purchased by lowering prices to producers and raising them to consumers. 
(592.) 

Mr. Bovle considers the paying of iiremiums upon oil in fields reached by inde¬ 
pendent pipe lines a necessary method of competition. The new pipe lines make 
it a practice to cut charges for pipage in order to secure business, and the Stand¬ 
ard Oil Company practically merely meets such cuts by paying premiums upon 
oil from the district, while keeping its nominal pipage charge the same. The 
witness referred especially to the Peerle.ss or Keystone jiipe line, which fixed a 
pipage rate 5 cents below tliat of the National Transit Company, so that the 
latter was forced to bid a premium of that amount in order to get oil. The same 
condition of affairs existed regarding the Craig-Elkins line referred to by Mr. 
Lee. On being questioned further concerning the amount and purpose of such 
premiums, Mr. Boyle stated that he had knowledge of premiums Deing placed on 
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oil regardless of any superiority in quality, and of premiums being taken oif, but 
that he had no kimwledge of the purpose of such premiums. (474, 47r).) 

Mr. Archboi.d states that the premiums paid by the jiipe lines controlled by 
the Standard Oil Oonqiany tor oil from particular districts iire usually due to 
superior (juality of tlic oil, this being the case at present with Franklin, North 
Limn, and Scio oil. But " where we have found, after ])roviding tlie.se special 
facilities, which liave no value for any other puniosc. that our business was 
attacked by a newcomer, we have, of course, endisivored to protect it.” Mr. 
Archbold admitted specifically that when tlie American iiijic line was bnilt through 
to Philadelpliia a premium was put on tlie oil from tlie large fields in Butler 
County and Washington County, and that this premium was taken off as soon as 
the jiipe line had lieen purchased. “We would do the .same thiifS; again." The 
premium in these cases was due to the competition, unciuestionably. (.77(1. .777.) 

Mr, RodKiis confirms Mr. Archbold's testimony in lO’ery particular. He states 
that at present the only premiums wliich are paid are on account of superior 
qualify. In most cases the standard Cil (!ompany has lieen forced to pay ])re- 
miums by laimpetitoi's reducing pijiage or paying higher prices. A premium is 
not to be considered as of the nature of a reliate. since it goes to the producer, 
while ])ipe-line charges are paid by the refiner or c.xporter. and rebates would go 
to them. (oHS.) 

H. Existing independent pipe li}ies. —Asid(> from the competition of the Pro¬ 
ducers and Refiners' Pijie Line, hereafter n I'erri d to. the Standard Oil (iimjiany 
meets competition in the Ohio tield from ilie Jlanliattan f)il Company, and in the 
Indiana field from the Cudahy iiipe lim'. There is trifling i-onqietilion in the 
Scio field. (Rogers, 581.) 

C. Opposition of Standard to free pipe-line’Iaw.—Opponents of the Standarcl Oil Com¬ 
pany (leclare that a furtlnu- nu'ans by v.'hich the combination prevented the 
establishment of I'ompeting pi]ie lines and secured its nioimpidy was tin'prevent¬ 
ing for a longtime of the passage of a law in Pennsylvania permitting the exen'i.se 
of the right of eminent domain tiirougiiout the State for tlie la\ing of pipe lines. 

Mr. Emery testifies that the first ihpe-line conqianies rvrre chartered by special 
acts of the legislature, and that privileges were given only to a favori'd few. The 
indignation over the exposure of the South Improvement Company .scheme in 
1872 forced the legislature to pass a law granting any per.son the right to lay juiie 
lines, with the privilege of eminent domain, witliin .8 of the leading oil conniies. 
The witness at that time sou.ght to persuade Mr, Scott, pri'sident of file Pennsyl¬ 
vania Railroad, to permit this law to be made general, with a view to enabling 
pipe lines to reach competing lines of railway and water transportation. This 
Mr. Scott refused to do. and the act did not apply to Allegheny Coindy. .so that 
pipe lines could not reach the city of Pittsburg. 

Numerous ]>ipe lines were esfabli.shed under this act, hut ii was ju-actically 
repealed by the Wallace corporation act in 1H7.|. ami within a few yi'ars the 
Standard Oil Compaiiy.by a corrupt bargain with the raiiroails for di.scriminating 
rates, forced all but 1 of these lines into bankruptcy, and bought them u]). Since 
187(5 the entire oil district has been under th(> conqilete di<'ration of the trust, 
until the organization of the new indep' iident pipe tines, beginning about I.S'.HI. 
(60,5,006.) 

Mr. Emery, who was a, membt'r of tin? Pennsylvania h-gislature, and actively 
engaged in pushing the ptissage of the free pipe-liiu' bill from 1874 to 1883, further 
declares that the Standard (3il Company did directly ojipose that bill. In 18.83, 
when he and Air. Lee 'vere milking .s)iei5che,s in bclnilf ol tln> bill in various jiarts 
of the State, the Standard Oil Company attenqded to influence the farmer* by 
arguing that pipe lines would in,ini-e their property. Tlu* witne.ss refers specir- 
icSly to a meeting which was held in favor of the bill ;it Lancaster, Pa., at which 
dodgers were scattered headed: “Look out for false prophets." The dodgers 
declared that “ these people are endeavoring to pass a law tluit will destroy the 
springs of your farms; it will blow uji your houses; it will create havoc in your 
fields when the pi])e bursts, killing the grass. Most diingerous of all laws.” Mr. 
Arohbold, so Mr. Emery deidares. is mistaken in his testimony on this point. 
(6.59,660.) 

Mr. Lee's testimony states practically the same facts as Mr. Emery's on this 
point, in less detail. He adds that in 1883 the Standard Oil Company probably 
controlled 90 per cent of the crude oil tran.sported, and it has sought to secure 
control of all new lines since that time, .so that it still has practically the same 
proportion. (262,265.) 

Mr. Archboi.d denies that the St.andard Oil Company opposed the passage 
of the free pipe-line law in Pennsylvania. The company was (>ntering the busi¬ 
ness largely and understood the importance of the measure to the entire i»troleum 
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trade. He denies tlie issuing of any circular opposing the measure, but modifies 
this statement by saying that he does not know of any being issued. (513.) 

Mr. Boyle knows of no direct opposition of the Standard Oil Company to the 
passage of tlie free pipe-line law in Pennsylvania or to the laying of independent 
pipe lines, although he knows of a single instance wIku’c the Standard Oil Com¬ 
pany secured a light of way in order to prevent another pipe liiui from being 
built. (474.) 

D. Opposition to laying of independent pipe lines.—1. Charged againd Standard .— 
Another method whiiii ha.s been employed by the Standard Oil Company to pre¬ 
vent tlie laying of competing pipe lines apix'ars to be the pundiase of land intended 
to be crossed by such pi])e linos and the influencing of railways to oppose the 
(grossing r)f their trai^ks by such lines. 

Mr. Lee testitie.‘; that this practice was mnployed during the earlier history 
of th(‘ pipe lines. The most active opposition to tlie laying of such piixi lines, 
however, was manifested when the indeijendmit oil interests in Pennsylvania 
attemi)te<l to e.stal)lish the United States Pipe Line to the seaboard. Mr. Leo's 
testimony on tiiis point is substantially the same in general import as that of 
Mr. Emery, givim below. Init is less d'^tuiled. (2(14. 267.) 

Mr. Emery giv(‘s a detailed liistory of the attempt to lay the United States Pipe 
Line, of which he was a in’ime mover and the first pn^sidi'nt. states that in 
181)6 lie deh.Tiiiiued personally to build a line to the coast, if possible, to avoid 
t.b(i excessive transporta,tion cliarges. IT'- first went to tin* -[iresidt'nt of the Read¬ 
ing Railroad with a view to .securing ;i contrac^t for transporting <til by that rail¬ 
road from Williamsport, Pa., pending ilu* furtlu'r I'xtensiun of the line. After 
some delay he received tin* ri'ply: '’If we give yon this contnn t.we shall disturb 
our relations with lln' Standard*OiI Trust, and we can not do it." He tlu*n deter¬ 
mined to lay. the line along tlie lioiindavy of New York and P(‘nnsylvania to 
Hancock. N.' Y.. and to secure a conlract with tlie New York.Ontario and West- 
(*rn for tran.^porting oil to tin* Hudson, with a viglit to (construct a pipe line later 
along its tracks. 'Phis contract having been .sei*ured. be ai)proached the Erie 
Railroad, and w'as told by Mr. Thomas, its ])resid('nt, that he would be permitted 
to cross the road at. Bradford uinl to pass iindei’ its bridge over the Delaware at 
Hancock or through tlu^ bank of the road. 

Meantime Mr. Uiuery had b<‘eu employing exp<‘rts to secure right of way for 
th(* pipe lim*. As soon as tlie movement beiaiim^ known a number of men, who 
the witiK'ss knows were connocied with the Standard (.)il Com])any. began to seek 
a right of way over this same teiTitoi'y. They bouglit mortgages against pieces 
of land along the route to iinluce tlie owoiers to give them aiiotlier right of W’ay. 
They houglit a number of strips of land in Nfnv York, just beyond the Peim- 
fiylvunia State line, mbssiug the pipeline. In New York the former free-pipe- 
line law'liad heiui so aiueiidiHl as to be practically ineft'ei'tive. All these diffi¬ 
culties w<*re. howwer. finally overcoim^ after great ih*lay and expense. 

When the atti'iiiiit was nunle. however, to lay the i>ipe line under the Erie Rail¬ 
road at Bradford, the witness was sariiriseil’to find it opposed by force. His 
eni])loyees drove away the railroad nu'ii. Imt the laying of tin* pijie was afterwards 
prevented by injunction of the courts, although it had hc'cn intended to cross at 
tin* saim* phuu* where tin* tw'o Standard pipe lines had been |)ennittod freely to 
cross. At IlanciH^k also, without warning about such oiiposition. the men build¬ 
ing the new ])ine lim* were met at tlie bridge of the Erii* Railroad with fonuble 
opposition. Tlit'y remained tliere 3 moiuhs. lint were linally comiieUed to give up 
the attempt. At. the sanH* time the New Yoi-k. Ontario and Western violated its 
contract, and the* pipe lint* was finally forced to go back 70 miles, to the Susque¬ 
hanna River, and to build from Atliens to Wilkesbarre. It was necessary to make 
legal contt'sts for the cl•oss]llg of every railroad, and the untnt'ss ctmiments on the 
fact that almost identically the same briefs wen* presented by lawyers of differ¬ 
ent railroads at different places in tlituv opposition. The various expenses of liti¬ 
gation, loss of time and business, (*ntailed a loss of $150.600 iii reaching this point. 

For som<! time the pipe line transported oil from Wilkesbarre by rail over the 
New Jersi^y (Vmtral.^ It then sought to extend its line farther toward the coast. 
It succi'eded in crossing the Pennsylvania Railroad by obtaining ownership of an 
acre of land. When it reached the Delaware. Lackawanna and Western a farm 
was wmght over which the railroad passed, and it was believed that the line could 
legally he laid under a culvert where the owner of the land has an undisputed 
right of passage. Nevertheless tlie line was built by night, and was strongly 
secured in place and guarded. The employees of the pipedine comiiany forcib^ 
prevented a large number of railroad employees from taking up the pipe line. It 
was arranged tliat men on each side should be arrested in order to make a peace¬ 
able legal fight, but while these proceedings were going on a couple of locomotives 
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were brought-up by the railroad, and hot coals, hot water, stones, etc., were 
thrown at the men below. The railway employees were finally driven away; the 
pipe line employees secured arms and held possession of the field for 7 months. 
The lower courts decided in favor of the pipe line, but after 4 years of litigation 
the supreme court of New Jersey htis decided that the pipe line imist be removed. 
The line does absolutely no harm. The line will ultimately have to build to 
Philadelphia. 

The pipe line company now transports oil from this point .50 miles over the New 
Jersey Central to the coit,st. The amount paid for frei;jht is not. as stated by Mr. 
Archbold. $6 or §7 per car. but about ijilO per car. a high rate for that distance. 
The actual rate is 7.8 cents per barrel on refined and Oi cents on crude. (0.50-655.) 

Mr. Emkby believes that New Jer.sey and otlier States .should paAs laws allowing 
pipelines to be laid wherever desired, by taking land by eminent domain and pay¬ 
ing the damages, just as i.s the practice in laying railways. He has attempted to 
secure the passage of sindi an act in New Jersey. l)ut imjilie-s that corrupt influences 
prevented it. (662.) 

Mr. Phillips testifies that it was the belief of the iiidei)endent interests that the 
opposition to the laying of the United States Pi])e Line througli New Jersey was 
instigated by the Standard Oil Company. Mr. William Rockefeller is a director, 
he has been informed, of the Delaware, Lackawanna and We.stern Railroad. 
(59;l.) 

2. Denial. —Mr. Arciiboi.d testifies that tlie opposition of railways, especially 
the Delaware and Lackawanna, to the cros.sing of their tracks by the United 
States Pipe Line Company was not caused by influence of the Standard Oil Com¬ 
pany in any way whatever. In this particul.ar case the pipe-line company had 
carried its line across the railway surreiditiously. on a Sunday, and had then jilaced 
an armed force to protect it. The supreme court of New Jersey fjnally decided 
that the pipe-line company must remove its line. 

The freight rates now received by the United States Pipe Line Company from 
the tenninus of its line to the seaboard, over the Central Railroad of Ni™’ Jersey, 
are lower than the Standard Oil Company has ever received for an ecpial distan<«. 

The crude oil is carried 524 miles at the rate of .87.93 per tank car containing 
20 tons, and the railroad returns the empty cars free. This contra<!t is for 100 
years, and may be abrogated by the pipe line company upon 5 years' notice, the 
railway having no right to cancel it. Mr. Archbold re'gards this as a case of di.s- 
crimination. (513. ,529.) 

Mr. Bo5’LE is inclined to believe that the methods used by the Standard Oil 
Company in opposing the laying of pipe lines by the independent oil men are 
entirely justifiable. It is just as fair to purchase land in front of a pijie line to 
prevent its passage as to purchase land desired by a competitor for any other pur¬ 
pose, by offering a higher price than the competitor can afford to pay. The dupli¬ 
cation of pipe lines generally is wasteful and inexpedient. (445.) 

Mr. Boyle also cites an instance where the Standard Oil Company itself 
encountered opposition to the laying of its pipe lines by other refiners. In 1874 
the National Transit Company undertook to lay a pipe line from Parkersburg to 
Macksburg and were stopped at several ])oints by tlm leasing of land by AD. Ogle 
at the instance of Mr. George Rice. Contracts were t ade with farmers to .secure 
the exclusive right to cross their lands at exorbitant imces. Mr. Rice actually 
built a pipe line, but not in accordance with these contracts, his sole purpose lieing 
to prevent the laying of the Standard's line. ( 486.) 

E. National Transit Company.—1. C'/mrtcr.—The present iharter of the National 
Transit Company is identical in its terms with the charter held by the S«uth 
Improvement Company. Mr. Emeky submitted the full text of both charters 
and described the manner in which the Nation,al Transit Company secured its 
charter, proving his statement by official records. On March 22, 1871, a charter 
was granted to the Overland Contract Company, the incoiporators being the 
same persons who received the charter of the South Improvement Company on 
May 6, 1871. Both companies were given the powers contained in the charter of 
the Pennsylvania Company, pas-ed April 7, 1870. The name of the Overland 
Contract Company was changed, on May 18,1871, to the Southern Railway Security 
Company. This company failed to pay taxes on its capital stock to the State of 
Pennsylvania and in 187.3, the amount then due the State being $18,345, its charter 
was seized by the State and was held until 1881. At that time it was sold by the 
State for $16,251 to individuals who later transferred it to the National Transit 
Company. 

The witness dwelt especially upon the tact that the existing National Transit 
Company has the same excessively wide powers as were given to the .South 
Improvement Company, and implies that it is abusing these powers in efsentially 
the same manner as that company did. (608,609,619-622.) 
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8. Efficiency of pipe Knee.—Mr. Boyle submitted an extract from the Pittsburg 
Commercial Gazette of May 5, 1893, showing the manner in which the National 
Transit Company had met the immense demand tor new facilities for storing and 
transporting oil during the rapid development of tlie McDonald held in 1891. In 
July of that year the output of the McDonald field was only about :i,()00 barrels 
daily. By the middle of August it had reached 15,000 barrels, but by the Ist of 
^ptember the National Transit Company was able to handle 28,000 barrels per 
day. By the 1st of October it could handle 40.000 barrels per day, and wlien in 
Novemlwr the production of oil reached nearlySO.OOO barrels per day the capacity 
of the pipe line.s had been ratsed above that figure. Iron tankage of the capacity 
of 8,000,000 barrels was erected during these, few months and .58 miles of pipe of 
different sizes were laid within a territory of 18 scpiare mile.s. Many powerful 
pumps were installed to force the oil through the rapes. In round numbers 10,000 
tons of iron and other building nmterials were sliipped into the McDonald field 
for erecting tankage alone. 

The witness refers to this experience as showing the necessity of large consol¬ 
idated capital to meet the exigencies of the oil bn.siness. It would not have been 
possible, even if numerous large pipe lines had existed, groeving up under a free 
pip(.'-line law, for them to cope with such a sudden demand unless by constant and 
thorough cooperation. The new independent pipe lines have not shown them¬ 
selves at Jill competent to meet the needs of the producers. (471-47.5.) 

8. Ainoiiiil of liHsirwee, etc.—Mr. Rooers states that the amount of residuum in 
the bottom of thi! tanks of the National Transit Company is published monthly. 
The company owns about Ho.OiKJ miles of pipe, ranging from 3 to 8 inches in 
diameter. The estimated amount of oil in pipes of 5 inches in diameter and over 
on October 1, 18!»H. is 53.5.538 barrels. The witness submitted the following state¬ 
ment of the credit balances outstanding against the National Transit Company 
from 1889 to 1899. (.588,584.) 


Credit hnlaiices in Xdtioiiol Tran.eit Compmiy. 
llu barroLs of crudti oil of 4» jffillons each.] 


• Time. 

1 Burrels. 

Time. 


Burrels. 

Jnnw :K). 188!). 

December 31.1889 . 

June 3t). JWXI. 

Decfimbi'r 31.18!))).. 

June 3)». 18511 .. 

.! 3,217.749.3); 

. 3,l)i)i.l5)i.81 

.: 3,794.873.84 

.! 2.7r>8.a54.;i)i 

. 5.4)«.17l).;j8 

Dfcc-mlK>r :il. IWK. 

June 30,189.5.. 

December 31,1895. 

Junn;}0,i8Ji)i.. 

DecemlxT 31,181)6. 


1,644,255.13 
78;l, 592.9« 
1.809,326.78 
3.275.075.49 
4.21.5.0(!0.28 


Jiino3(M«i2_ 

DecomlH^r .. 

Jmio . 

DecunilMir HI, 18!«3... 
June .. 


, 5.532, 

2.7(«.o*«.20 
! 2.4r);}.417.82 


June JW, 1807. 
DcM‘einlx*rHl,l8»7... 

Juu«;«UH88. 

Uoceniboi'Hl. 18H8... 

June JUi.lHyi*. 

SeptemW‘i* JilO, IHIV.. 


5, ii:}.41,7.10 

4.450,7(6.02 
H. 822,997.28 
4,910.463.23 

6, m 392.54 


According to Mr. Davis, the i)ii) 0 -line companies {in the Ohio field) have their 
own experts for gauging tiinks, altliongh the producer may have a representative 
present when the tanks are gauged. The pipe-line (Company deducts U per cent 
ot the amount of oil received from the producer on account of the waste and 
evanoration. There is consid^u'ahle sediment and surplus in tlie tanks belonging 
to the Standard Oil Company, hut it is supposed that this is partly sohl to refiners 
and partly charged up against producers. Wlien losses by fire ()C(!nr the produ¬ 
cers in the locality are assessed liy a reduction of their credit balances, although the 
witness believes there is no contract authorizing this. (354.) 

F. Effect of pipe-line monopoly.—1. Control of co7npetition ,—.tt was pointed out by 
sfweral witnesses that the alnn)st complete control of the pipe-line system by the 
standard Oil Company gives it gieat power in fixing the prices of crude oil, since 
vyw dispose of their product only through the pipe lines, especially in 

view or the further fact, which is alleged, that railway rates on crude oil are by 
agieement kept at least as high as, if not higher than, tiie pipe-line charges. The 
gives the combination great advantage over other refiners, 
liy the Standard, which are claimed to b© 
The evidence in detail as to the 
awan^ments between the railways and the pipe lines is given under the heading 

1®2-155). The evidence as to pipe-line charges 
follows. (See also Monnett, 310, 311, 333 ) * 

’ . -Tie 


A TV AVAViUTIii i , OXU, Oil, « 

2. Purchase of crude oil by pipe lines, 

V»v fhA rtii ■s_ 


controlled by the Standard Oil Company is to receive all ( 
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with which their pipes are coimeoted, ganRiug the amount and recording the 
quantity received from each producin'. The producer can then at any time, by 
the custom of the business, although not l)y contract, receive from the company 
the vahie of his oil in store at the price for that day. He can instead receive 
“pipe-line certiiiimtes " tor 1.000 barrels eacli, which are negotiable in open market. 
The independent pipe lines apparently follow the same practica and often pay 
from 1 to 0 cents per barrel more than the Standard Oil Oomiiany. (Lke, 385, 
286; see also mider heading " Crude oil.") 

3. Pipi’-liiie c/mrgc.s'.—Mr. Lee. Mr. Phii.i.ii’s. Mr. B.meuv. Mr. Davis, and Mr. 
Rice maintain that the pfjie-line charges of the Standard Oil Comiiany are excess 
ive. The rate for local pipage is 21) cents pei- barrel, and for the tramsportation of 
oil to the seaboard 4.5 cent.s per barrel. These rates have not Iwen reduci'd for 
fully 20 year.s. The rate charged by the independent pipe-line organizations for 
local pipage is 15 cents per barrel. (Davis. 381 ; Emery. 666.) 

Mr. PlIlLl.lPS te.stifies that he has heim informed that the cost of transporting 
oil through the United States Pipe Line, when carrying about halt of it.s capacity, 
is about 5 cents iier barrel .as far as the terminal in New .Jersey, The cost of gath¬ 
ering oil in the producing field is estimated at from 3 to 5 cents per ban-el. (5!I4; 
confirmed by Emery, 66().) 

Mr. Lee points ont that the cost of 3-incli jiipi- has fallen from 35 to 6 cents per 
foot. He believes the cost of local pipage is from 7 to 8 cents a barrel. ('380,384.) 

Mr. Rice believes that tin; cost of local pipage does not exceial 5 cents and that 
the cost of pip.age to the .seaboard i.s about the same. In proof of this Mr. Rice 
refers to a jiaragraph in a contract l)etween the National Transit Company and 
the Tidewater Pipe Company, referring simply to their local lines. In this con¬ 
tract a divi.sion of traffic is arrange<l foi-. ami it is provided that if either party 
shall gather by its local lines more than its ]i<'rcenta,ge it shall pay to the other 
three-fourths of the local charge, i. 15 cent.s on each barrel of sucli surplus. 
In accordance with tiie customary method of jiooling. there is a certain implica¬ 
tion. although not conclusive, that the actual c.jst of piliing is 5 cents, the profits 
from the surplus charge abovi; ai.tual cost being paiil ov er to equalizi' the traffic. 
(734.) 

Mr. Rogers, president of the National Transit Company, lielieves that the pipe¬ 
line charges of the comiiany. 3d cents per barrel, are reasonable, although they 
have not been lowered for. twenty years. Tbi- company undertakes to lay pii)e 
lines without extra charge to new wdls. even though 15 or ‘35 miles distant, if 
there is a reasonable prospect of consiileralile production. Such laying of pipes 
involves eonsiderahh.' risk, since the proiluction may prove slight or may decline. 
Although the comiiany takes up the pipe lines which are no longer necMed and 
uses the material elsewliere. this involves very consideraldc expense. The witness 
does not believe that the indeijendent pipe lines, which make a lower inpage charge, 
are prepareil to furnish facilities wherever demanded; their systems are confined 
to narrow fiidds. 

The practice of charging the same price to all pi-'iducers is. on the whole, fair, 
in view of the constant change of conditions reg;irding each well. 

The witness does not know the actual cost of gatlan'ing oil or the profits of the 
National Tran.sit Company. The charge for carrying oil to the seaboaril is 45 
cents per barrel, and the witness does not think that anybody knows what the 
actual cost is. 

The cost of pipage in any case does not affei-t the produc(‘r.s. but comes from the 
purchasers of oil. The receipts given by the pii)e lines apply to oil received at 
the wells, and are immediately merchantable. (581.588,586.) 

On being (luestioned a.s to the reason why no further naluction in pipage charge 
had been made. Mr. Arciibold testified that the cost of laying pipes had been 
sometimes more and .sometiun.w le.ss than before, and that the long distances for 
which pipes have freiiuently been laid to reach mov fields have involved heavy 
outlay. (5.53.) 

0. Habates and diaoriminatioM by pipe lines.—Mr. Bovi.e submitted a series of letters 
between Mr. R. P. Crawford and Mr. H. MeSweeney. and .also a lett(!r from Mr. 
S. C. T. Dodd, solicitor of the St.andard Oil Company, all the.se letters bearing dates 
during 1884, referring to the matter of rebates granted by the pipe lines during the, 
seventies. In his letter Mr. Dodd states that about 1876 Mr. Crawford and others 
brought suit against the United Pipe Lines, a Standard organization, asking for 
forfeiture of its charter on the ground that it had made discriminations in pipage 
charges between different individuals. Criminal suits on the same gi'ound were 
brought at the same time. Mr. Dodd found that, so far as any di.scrimination had 
existed, it was due to contracts for special rates which had been inherited from 
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pipe lines absorbed into the United Pipe Line Company, anionj? which was one 
between Mr. Crawford, for the Bear Creek Oil Company, and the MTitnal Pipe 
Line Company. Sucli discriminations were b(‘li(Wed by Mr. Dodd to be against 
public policy and ho ordtTcd ihvm discontinued. The Utters from Mr. Crawford 
to Mr. McSweeney demand the payment of d <*ents per barrel nixm all oil received 
from certain wells bet\ve(‘n 1879 and 1884 on the ground of this previous contract 
with the Mutual Pipe Line Company for a 15-cent rate «)f pipage. The demand 
was finally refused by Mr. McSweeney in view of the information furnished by 
Mr. Dodd in bis letter. (47d-lT9.) 

H. Immediate shipment.— Mr. Bovi.e states that Ihcre lias bc(‘n <-onsiderable con¬ 
fusion in the public mind in regard to the meaning of the phrase “ immediate 
siiipmenf* in connection with oil. Tins iiractice was lirst resoit(*<l t(» in 187:^, bnt 
was most prominent during the (‘xcessi\ e production in the Bradford held. At this 
time it was im]>ossi])l(‘ for the i»ipe line companies to furnish tankage with suffi¬ 
cient raiiidity.and it ])ccuuie tlic custom to take oil for immediate shi])mt*nt, so 
that purclia.sers might ciuiie into llie mark(‘t owning tankage and having cars to 
shi]) oil and purchase oil at a lower price than prevailed on the regular markets. 
(48‘>.) 

III. INDEPENDENT PIPE LINES AND OTHER ORGANIZATIONS. 

A. History of organizations.—Much te.-^timony was given concci-ning the various 
organi/.ations recently formeil by tin* independent oil producers and r( fillers, their 
religions to one another and to the Standard Oil Company. 

According to Mr. Bovi.k. thes<' movements grew out of tlie earlier Producers’ 
Prob'ctive Association, wliich dining lss7 ami 1888 liad formed an agreemeiit 
among producers and lietween them and the Standard Oil Com])any for restrict¬ 
ing ]>rodiiction. He states that this organization first attempted to build an inde¬ 
pendent refinery, but jiiijiraeiieal nuai were put in chargv* and it failiMl. 

Tile first pipe line company to be organizetl was the Producers' Oil Company, 
Limited, which built a ] 0 ]m' line from lh<- r< fineries in Titusville and Oil (’ity to 
tlie new McDouiild oil field. The next eompany to be Ibriued was the i^oducers 
and R( tiiiei-s'()il (‘ompany. wliich hronglit in the independent ridiners to assist 
in the nioviauent. Aecmding to Mr. Boyle tliis new eompany. capitalized at 
$^351).ODD. practically took over the proptu’ty of the Produce rs' Oil (’ompany. capi¬ 
talized at 801)0.000. It appears from otlier witnesses also tliat these two com¬ 
panies are .substantially identieul. altliongh ma.intaining separate organizations. 

The United Stahls Pipe Line Company was tla* ne.vt to lie <»rganized. the pur¬ 
pose Ixang the transportation of botli rt'fined and crude oil to the seaboard. Tlie 
lust company foniKHl was tiu* Pure Oil Coiujiany. organized in rlunc. 1897). Mr. 
Boyle deelares that jircvious to tlu' Idrmation of this company an attempt had 
been made to (‘ombine the rUlu'r indepemh nt organizatii.ms. wliicdi was cliecked by 
suit of some of their stock hohhuv.. (ha* of the cliiiT pnrjMises {>i tlie new company 
was to secure control of the other (wo coinpanies. It was organized as a New 
Jersey corporation in 189;. with an authorized capital of 81.900.000. of which about 
8(177.000 has been paiil in. ( t0‘h]04.) 

Tlie te.stimony of Mr. Boyle concerning the organization of the Pure Oil Com¬ 
pany and its jniqHwr of s('(9iring <a>ntrol of tlic stock of (he other indejiendont 
companies is e-.nlinnul in most particulars liy Mr. Lei-;, and e.-^pecially by Mr. 
Pfiiij.frs, who said that (lie four indejiendenf organizations arc practically con¬ 
trolled by tlie same individuals. Tlie pm’sons who took stock in the first com¬ 
pany were also stockholders in the others. The purpost* of the organization of 
the Pure Oil (k)iiipany is largely to prevent the Standard Oil (’ompany from s(‘cur- 
ing control of jtny of the other iiide])cudeiit organizations, as it has repeatedly 
attemp1e‘d to do. It is (‘xpecti’d that nltimatidy a majority of the stock of each of 
the ()th<‘r companies will be held by the Pure Oil Company. It has been proposed 
to increase the capital of the company t<» .810,000.000. The Pure Oil Company is 
also engaged in marketing nffined oil. and has been specially successful in (xer- 
many. (Lee, Phillips, .590.) 

B. Character of independent organizations—Voting trust.—Tlierewas considerable con¬ 
troversy between the witnos.ses defending the Standard Oil Company and those 
onposing It as to the preci.se character of the Pure Oil Company. Mr. Boyle and 
Mr. Arciinold doidared that it was a trust of the clost'st possible kind, basing this 
statement both upon the fact tliat it was seeking to combine other corporations, 

the fact that its stock has been put in control or a voting 

•}' Pure Oil Compair}/.—Mi\ Boyle and Mr. Archbold each 

cited in tuU the lonuer voting-ti'ust agreement of the Pure Oil Comiiany, Mr. 



108 INDUSTRIAL COMMISSION:—DIGEST OP EVIDENCE. 


Lee later fumished the commission with a copy of the present voting trust agree¬ 
ment, which contains some important changes from the earlier one. (464-466, 
508-.618.) 

This agreement states that the pnriwse of its formation is to prevent at all 
times a diversion of the resources and business of tlie Pure Oil (Jompany from 
their intended use and courses, in opposition to monopoly in the business, and to 
permanently protect and maintain what arc known as the independent interests 
in the petroleum industry. The holders of 16.000 shares, being more than a 
majority, vest the voting power of such shares in 1.5 persons for 30 years, and it 
is agreed that one-hairof all shares hereafter subscribed shall similarly be trans¬ 
ferred to the trustees. The ownership of tht' shares may be transferred, but this 
shall not give to purchasers any right otlier than provided iti the trust agi’ee- 
ment. The trustees are to vote for the election of all directors to the full number 
of shares so held, as a uipt. In case of ditference of opinion among the tru.stees a 
four-fifths vote of the shares held in trust shall decide the matter. One-third of 
the trustees retire annually and their successors are elected by the general stock¬ 
holders. Any trustee may be summarily removed by three-fiifths of the trustees 
together with three-fifths of the shareholders in trust. By similar vote, but in no 
other way, the tru.st agreement may be modifii'd. 

8. Mules of Pure Oil Compamj. —Mr. Boyf.e also submitted the by-laws and 
regulations of thi! Pure t)il Company. The following (piotations will give a 
clearer idea of the precise nature of this organization. Tln^y show (dearly the 
purpose of the Pure Oil Company to atapiirc contri)! of other corporations, and 
to prevFUit the stocks of such corporations from falling under the control of out¬ 
side interests. 

“1. The business of the tsunpany shall be the producing, purchasing, trans- 
IForting, storing, and selling of crude petroleum and its products, and aiding other 
companies and parties in the production, transportation, storage, manufacturing, 
and sale of the same. Tht! corporation may atijuirc, hold, manage, and dispose 
of any stocks, shares, bonds, and other interests in or issued by any corporation, 
joint stock company, or limited partner.ship association engaged in, or aiding, or 
jiromoting the producing, transporting, storing, refining, and selling of crude 
petroleum or its products, or in any business incident thereto.'' 

" .5. Interests of the company will he repre.sented by shares which may be divided 
into clas.ses, including preferred, common, and deftuaed shares, to b(! is.sued, held, 
and transferred, subject to the by-laws and regulations of the company.” 

“6. A majority of all the shares of the company shall be held in a permanent 
trust approved by all,the shareholders, to secure the control of the company and 
the faithful maintenance of the policy agreed on for conducting the business of 
the company in the interest and for the protection of all concimied in its affairs. 
The shares so held shall bt; designated as trust shares.'' 

“8. No preferred stock shall be issued except .as cash to the extent of one hun¬ 
dred dollars for each share of such stock issued shall be paid into the treasitry of 
the company to the credit of capital, or of suridus, or of the guaranty .and redemp¬ 
tion fund, to be created as prescribed in .secti<jn 13 hereof, as may be deemed 
advisable.” 

“0. The deferred shares of the ((Oinpany may he issued for ca.sh, investment 
securities, property, services, payment of expenst!s, making disbursem(;nt8 of any 
kind, and in exchange for shares of oth((r cla.sses issmsl by the ((omi)any at the 
discretion of the directors, with the writt(!n consent of the owners of a majority 
of the shares of the company at the time outstanding. 

” 10. The holders of prefeired stock shall be tmtitled to re<!eive cumulative) divi¬ 
dends thereon of one dollar and a half per share quiirterly, in full, before any 
dividssfd shall be payable on the common .stock." 

•• 13. The guaranty and redemption fund shall be applicable to the general uses 
of the company, but may bo applied to buying shares of all classes, in the order of 
their priority or right to dividend, as stipulated, at the lowest rates at which any 
stores of the same class can be bought, not over one hundred and ten dollars per 
store, on demand of the several owners and holders of shares, respectively, made 
within a prescribed time after the payment of dividends.” 

“l:i. * * * The shares of any class so purchased may. when .authorized by 
the owners of a majority of all the shares of the company, be resold at any time, 
at the discretion of the directors, at any price not less than that at which they 
were severally purchased; or they may be retired from the cla-sses to which they 
belong, and be placed in the treasury of the comitany, to be held, reissued, and 
sold for its use and benefit, subject to such conditions a« the directors may pre¬ 
scribe, in accordance with the regulations of the company.” ( 
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“15. The owners of a majority of the trust shares, acting together, shall have 
the right to convey to the company, absolutely or in trust, peniianently or tem¬ 
porarily, and subject to such conditions as may be stipulated in such transfer, 
any securities regularly yielding net income, provided that the receiving and 
holding of such securities shall not subject the company to any prejudice, or. 
embarrassment, or legal liability to pay any money on account thereof; and no 
such temporary transfer in trust shall be terminable until the well-established 
net income of the company from its regular business and other sources of per¬ 
manent revenue shall be equal to the ma,\imum amount to which it may be raised 
by such temporary transfer in trust." (4(>ft-4i0.) 

3. “ Trust” character of Pure Oil Company.—On the basis of this voting trust 
agi’eement Mr. Boylb and Mr. Akchboi.d declare that the organization of the 
Standard OiJ Company was fully as justifiable in its nature as that of the Pure 
Oil Company, and that the latter is as much a trust as the former ever was. 
Mr. Boyle especially emphasizes the clause seeking to make the voting trust, as 
he states, perpetual, by providing that it may be dissolved only by the winding up 
of the Pure Oil Company, or by the consent of the equitable owner.s of four-fifths 
of the shares held in trust, together with four-fifths of all other shares of the com¬ 
pany, after providing for the redemption of all preferred and common Bhare.s of 
the company then outstanding at $110 per share. It is to he noticed, however, 
that this clause is modified by the new voting-trust agreement, which provides 
that the trust may be canceled by a vote of three-fifths of both classes of share¬ 
holders, on the redemption of the preferred shares only, at $110 per share. More¬ 
over the charter of the company itself expires in 46 years. (Boyle, 443-463; Arch- 
bold, .507.) 

4. Penial of trust" character.—Mr. Phillips and Mr. Emeky are exceedingly 
emphatic in denying that the Pure Oil Company is a trust in any such sense as the 
Standard Oil Company is. The .sole duty of the trustees, as holders of a majority 
of the shares, is to vote along with other stockholders in electing directors. The 
directors niauag<' the affairs of the company. The large number of the trustees, 
15, is due to a desire to make the body representative of the interests of the oil 
country. 

The formation of the voting trust was rendered absolutely necessary by the 
attempt of the Standard Oil Company, through the National Transit Company, 
to secure control of the Producers' Oil Company and the United States Piiw Line 
Company, through the purchase of shares—a transaction which Mr. Phillips 
di'scribes fully. 

The Pure Oil Company was not organized for the purpose of securing a monop¬ 
oly, as the Standard Oil Company was, but to prevent a monopoly and to preserve 
competition in the petroleum iudiwtry. It is not the purpose of the Pure Oil 
Company to get control of any other'person's busine.ss or to absorb its compet¬ 
itors, but merely to put the business of its own constituents in such a fonn as to 
prevent its destruction. The company and its members desire only a fair portion 
of the oil busine.ss, not the whole of it. If it were j)os.sible for this company to 
obtain a inonopoly of the entire market, Mr. Phillips would not desire to be con¬ 
nected with it; the responsibility would he too great. Although the Standard 
Oil Company does not control the entire industry, yet its control over 80 per cent 
of it is sufficient to constitute a monopoly and to enable it to 6x prices. The 
Pure Oil Company, on the other hand, has none of the characteristics of a trust 
in the sense of an industrial combination or monopoly, as defined m statutes, 
ihctionaries, and common thought. (Philliiis, .58'J-.591,5»o-,5S8,0tl0; Emery, 037, 

Mr. Emeuy added also that the independents feared that when the voting trust 
of the United States Piiie Lino expires, as it will in a short time, the Standard 
Oil Company will secure control of still more of its stock and attempt to control 
it. This is one of the motives for the organization of the Pure Oil Company, and 
the attempt to secure control through it of the stock of the other independent 
corporations. It has not yet, however, been decided finally that the Pure Oil 
consolidate the others, but it is being seriously discussed. (657, 

• States Pipe TAne Company.—Mr. Abchbold also cited 

in lull the voting-trust agreement of the United States Kpe Line Company. Tliis 
agreement stiites that the voting trust is created in view of the fact that the oom- 
pany 18 organized by persons each interested pecuniarily in the oil business, and 
tor the purpose of securing and furnishing to each an independent outlet for liis 
products, both crude and refined, not conti’olled or influenced by others hostile to 
their respective business interests. In order to keep the control of the stocks of the 
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company in hands friendly to the independent interests, the signers of the agree¬ 
ment vest their respective interests in the stocks of the company in A. D. Wood 
as trustee for the period of 5 years from April 1. 1803. tmless sooner terminated 
by a vote of three-fourths of the stocks so held in trust. No sales of .stocks so 
held in tnist shiill be made by the eqtiitablo owner thereof during tlie (Continu¬ 
ance of the trust. The trustee has the full power to elect offieers. but is bound 
to vote for persons interested in the business of refining, producing, and exporting 
oil. and to fulfill the gemwal purpo.so of the contract. (.507 .508.) 

Mr. E.m 1 ':by replies t(i this that the voting-trust arrangement of this company 
also was rendered neces,sary by the attempts of the Standard Oil Company to 
contnd it. (0>5(i.) 

C. Attempts of Standard to control independent pipe lines.—Mr. Lee. Mr. Phili.ips, 
Mr. E.mery. and others testify that the Standard Oil Company has made attempt.s 
to .secure control of all of the independent pipe lines and organizations and of 
the Pure Oil Company by purcha.sing tluur stock. Through the National Transit 
Company it secured a larg(( proportion of the .shares of the Produc(irs" Oil Com¬ 
pany. Limited, and placed them in th(( name of John .1. Carter. He brought suit 
to .secure a right to a voice in tlie organization, but since it was a limited partner¬ 
ship, the courts upheld the right.s of the company to deny him admission. The 
Standard Oil Company purchased, through tlu' National Transit Company, 
.S383.000 of the capital stock of the Uuit(>d States Pipe Line Company, aiul has 
successfully brought suit to secure the right to vote this stock. (Lee,370.) 

Mr. Davis, who speaks from information rather than from personal knowledge, 
gives essentially the same facts. 

He adds that the Standard Oil Com(iany has bought up a considi'rable number 
of oil wells along the independent pipe line of the Proclucers and Refiners' Oil 
Company, forcing it to lay longer pipe lines to other wells. The Standard paid 
high prices for the.se wells. (3Mn,3,S3.) 

iMr. Akcubolu admits these pundiases of stock in the Producers' Oil Company 
and in the United States Pijie Line. They were made as an inve.stmeiit, "and 
with a view to having such knowledge as we could hav»( rightfully through such 
ownershit)—as we should acipiin' in the progress of the affair.'' The proportion 
held by the Standard Oil Company was actually less than one-half in each case. 
The company was so opposixl in the e.vercise of its owmu'ship in the Prodm^ers’ 
Oil Company that it sohl out to Mr. Carter. This sale was in good faith and tho 
Standard had no control over the stock after the transfer. At one time Mr. Carter 
didown more than a ma.iority of the stock, but under tho Pennsylvania law, 
which thoi witness considers “ a very (pieer one." the courts held that he could 
have no voice in the company, wliiith was a limited partnership, without its 
consent. 

The courts have upheld the ownership of the Standard (Jil Company in the 
United States Pipe Line, and it is lacognized on the board of directors. It ha.s 
never done anything to in.iure tho business of that company, and •• if that iniijui- 
tous voting trust is evu'r dissolved the .shareholders will awake to a feeling that 
somebody else than those who have managed it could do .something for it." (.577, 
578.) 

Mr. EoOEK-S confirm.s tho testimony of Mr. Archliold generally on this subject, 
although he i.s uncertaiu as to the proiiortion of the sttak of th(( Producers' Oil 
Company held by the Standard ami by Mr. Carter. He does not know whether 
Mr. Carter was furni.shed the mom.'y to buy this stock by a trust comjiany in Now 
York to which he wa.s introduced by the Standard Oil Company, although it is 
possible. (.581,585.) 

Mr. PniLLlPS's description of the purchases of stock in the independent pipe 
lines%y the National Transit Company differs from that of Mr. Archbold in cer¬ 
tain details. As high as 330 was paid for stock in the Producers’ Oil Company, 
although it was then earning no profits. In March, 1891, before the time when 
the Standard claims to have sold its stock to Mr. Carter, it turned over the stock 
to him temporarily, and he attempted to vote it at an important meeting. On 
January 16,1896. he claimed that he bought this stock from the National Transit 
Company. On the trial of tho suit by which he attempted to secure admission to 
the company it was proved that he had borrowed the ,$300,000 for tho purpose from 
a tnist company in New York: and when (juestioned Mr. Archbold and other 
agents of the Standard Oil Company declined to answer regarding the ownership 
of that money. (590.) 

Mr. Phillips testifies that the amount of the stock of tho United States Pipe 
Line Company secured by the National Transit Comixiny was,$38.9,000 out of a total 
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of SI,190,000. When snit was hronght to secure the right of attending the meet¬ 
ings of the company and of voting the stock, whicli had been refused by unanimous 
vote of the otlier stockholders, the lower court decided in favor of the National 
Transit Company. The snit was never tried on its merits in the supreme court 
of Pennsylvania, but the appeal was (plashed on a t(!chnicality. The Standard 
Oil Company takes advantage of its one director upon the board of the United 
States Pipe Line Company to secure information and to injure that company. 
This testimony is confirmed by Mr. Emery (p. (i.oli). 

Regarding a letter submitted to the commission declaring th.at. through its 
ownership of stock in the indf'iiendent comp.anies. the Standard Oil Company had 
brought tlami into virtual harmony with itself, Mr. Pliillips denied the charge 
entirely. (aOd. .595. 599.) 

D. Propositions for oomtinalion with Standard.— L. Fuctx <iii to .lorli priijmsilioiw, —In 
connection with the attempts of the Standard Oil Company to get control of the 
present indejiendent inh'rests, Mr. Ahchbold testifies that approaches with a view 
to coudnnation with the Standard have been made from the side of the independ¬ 
ents. Nearly every prominent independ(mt, including Mr. Lee, Mr. Phillips, 
Mr. King, and others, lias made some proposition or advance looking toward a 
combination of interests, but the Standard Oil Comjiany has declined, believing 
.such combination to!«' ilh-gal, and lacking faith in the men proposing it. Mr. 
Archbohl denies s))ecitieally that tlie Standard ever sent an agent to propose a 
combination. On being (pii'.stioned as to whether such advani.-es on the part of 
the imlependents were not forcial upon them by the fact tliat the Standard had 
secured control of a large part of the stock of their ])ipe-line companies, as well 
as by tlie crip]iling of their business in (Termany, Mr, Archbold states that he 
beliiives that thesi> matters laid nothing to do with the proiiosition. He .says 
that tin' proposition was simply for a division of Imsiness. so that eaidi inti'i-est 
should have a share of the market; not for sale to the Htandard Oil Company. 
(.5;)n, 591. .5-18.) 

Mr. Pint,mas replies to these statements of Mr. Archbold that it is true that 
3 or 4 years ago he himself and certain others did call upon the officers of the 
Standard Oil Company. This was afti-r the Standard had bought up a num¬ 
ber of the imh'pendent refineries conneeb'd with the indepi'udent jiipe lines, and 
also large amounts of the si.oek of the indi'iiendent pipe lim's. The Standard 
also was making every possible effort to ]>revent the indeiiendents from market¬ 
ing oil in (lermany, ainl had bouglit out Mr. Potli. who had been acting for the 
imlependents tlaua'. Tins independents sought simply to obtain ct'ssation of hos¬ 
tilities. In lieu thereof the Stamhard Oil Company ]ir(jposed to buy the pipe¬ 
line system, and when this was r('fns('d one of its officers proposed to buy the 
producing territory of these indetiendents, which was also refused. Tliere have 
been no recent overtures by the independents to the Standard Oil Company. 

Mr. Phillips states furtin'r that the Standard Oil Company has freciuently sought 
to secure the moral .support of indepemhmt refiners and producers, or to with¬ 
draw them from oppo.sition, by buying their proiierty and otherwise. The 
Standard Oil Company once bouglit from Mr, Phillips a large amount of oil lands 
and atU'inpted to influence him .at the same time to consent to cease all oppo,si- 
tion to that company. Certain of the refiners who have bi'cn bought out have 
been given positions in connection with the Standard Oil Company. (593,.594.) 

Mr. Emkry also testifies that there has lieen no proposition on the p.art of the 
independent pipe lines to combine with tlie Standard Oil Company. At the time 
when he was president of the United States Pipe Line Company a resolution was 
passed for the appointment of a commil tee to confer with the Standard Oil Com¬ 
pany to ascertain it some arrangement could not he made by wliich it would per¬ 
mit that pipe line to be laid under the railroads. The resolution (lid not any 
authority to discuss the sale of any portion of the projierty, and the witness is 
sure that the committee made no such propositions. (659.) 

As to opposition to crossing of r.ailways, etc., see above, pp. 103,104. 

3. JieamHH for mfiuiing to covMnc with Standard.—ilv. Lee testifies that a 
Peiinsylvania law formerly prohibited the consolidation of competing pipe lines, 
hut the Standard Oil Company secured its repeal in 1895. The independent local 
and seaboard pipe line could sell out at a higli valuation to the Standard Oil Com- 
Ij^ny. hut they are largely owned by the producers of crude petroleum, who believe 
that the price of their product is increa,sed by the competition of these pipe lines 
and of the independent refiners wlio secure their oil from them. The owners of 
from 40 to 50 per cent, probably, of the crude production are shareholders in these 
pipe lines. (393.) 
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Mr. Phillips declares that the producers of crude oil who are interested in the . 
independent pipe lines feel that they can not afford to allow the stock to pass into 
the hands of the Standard Oil Company at any price. He is unable to state the 
value of their stocks, but since the Pure Oil Company has succeeded in getting a 
fair market in Germany, he considers them very valuable, esiiecially for the rea¬ 
sons already cited. 

Mr. Phillips further states that the producers of crude oil are undoubtedly 
receiving much higher price.s, probably 3.5 cents per barrel, on account of the com¬ 
petition of the independent lines with the Standard in pim^hasing oil. During the 
time when the Staudaid was cutting prices most severely against the independent 
refiners tiie independent pipe lines reduced their charges, the prixlucers making 
the sacrifice for the benefit of the refiners. The independentjine has. however, 
never paid producers less that the Standard was paying, and has frequently taken 
the initiative in advancing prices from 1 to 5 cents per barrel. 

There is no doubt, also; that the indepinident refiners are much better off because 
of these pipe lines; in fact, without them none would be in existtmee to-day. The 
producers and refiners have united for mutual protection. (.590, 598, 599.) 

E. Effects of independent movements on producers and refiners.—The reasons ,iust stated 
by the defenders of the independent pipe-line organizations for their refusal to 
sell to the Stand.ard Oil Company point out the beneficial effect of these pipe 
lines upon producers and refiners. 

This beneficial effect is denied by Mr. Boyle. He believes on the whole that 
these independent lines have been wasteful. They have not paid dividends, save 
a single dividend of 5 per cent by the United States Pipe Line at a time when 
it had no fixed (harges for indebtecbies.s; so that tlie capital invested in them has 
been to that extent a bur<leii on the oil indii.stry. The Producers’ Pipe Line has 
not sufficient capital back of it to enable it to handle large (jiiantities of oil with 
the rapidity and certainty with whicli the Standard Oil Company can do so. Thus 
the first pipe line built by the independent organization into the McDonald field 
in 1891 reached only a few wells on the outskirts of that field, while the National 
Transit Company, controlled by the Standard Oil Company, was forced to build 
new tanks and lay pipes with enormous rapidity to keep pace with the exceed¬ 
ingly rapid development of that field. On the whole, apparently, the producers, 
so far as they are actually reached by the independent pipe lines, have, in Mr. 
Boyle’s judgment, profited somewhat bv the higher prices for oil. The independ¬ 
ent pipe lines pay from 1 to 9 cents per t)arreLmore than the Standard Oil agency, 
so that the real charge for pipage, which is nominally 15 cents per barrel, may 
fall to 6 cents as comjiared with the 30 cents charged by the Standard Oil Com¬ 
pany. But what is thus gained by the producers i.s lost by them in the failure to 
receive dividends from their investments in the pi])e lint's. 

The independent pipe line.s have not had the effect of reducing the price of 
refined oil, nor have they in any way benefited ctinsumers. They have enabled 
independent refiners to make money much taster than ever before. 

Mr. Bojde does not consider that the transportation of refined oil by means of a 
pipe line is an achievement of any particular significance. (441-445, 474.) 

IV. METHODS OP ATTACKING COMPETING REFINERIES AND 

DEALERS, 

A Special cute in particular placei .—/. Evidence of opponents of combination .— 
Several witnesses make the broad statement that it is the practice of the Standard 
Oil Company to attack its competitors by making special reductions in prices in 
the places where they seek to do business, while maintaining prices at higher rates 
at noicompetitive points, and also by smjcial cuts to individual customers. These 
witnesses testify that the Standard Oil Company often secures full information as 
to shipments by its competitors and as to the persons who are their customers, 
and use this information to drive them out of business. Where a dealer pur¬ 
chases oil from independent refineries, the Standard Oil Company sometimes 
establishes competing dealers or threatens to do so. (Lee, 377; Lockwood, 401 
402; Monnett, .017.) 

Many specific statements on this subject were maeje by the different witnesses, 
a summary of which follows; 
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Mr. Monnett, attorney-general of Ohio, snbuiitted the following list of iirices 
at competing and noncoinrxftiiig points in the State of Michigan 


Nanif.i of tow'n mid Stato. 


(.'ouditioii of trado. 


j PricH of Prico <»f 
t korosono. aiwoline. 


Detroit. Mich.. Coiniietition. 

Adrian. Mich-.... Nocomiictition . 

Aun Arbor. Mich. - do. 

Cliiforil. Mich.. . .- do. 

HowhII.M ich . ..-.- - do.. . 

(iraud Kapkl'i.Mich. ... -- . Coiiipctitioii. 

Monroe, Mich.-. No competition .. 

Kainmuzoo. Mich... Competition . 

Bayt’ity.Mich. Nocompetition .. 

LaiisiiiK. Mich.. Competitkin . . 

Coliiwaler. Midi.. No competition.. 

.lackxon.Micli. .. Competition- 

SaKinaw, Mich..-- do. .. 

Mount (’lemeiit.Mich . .. ...j Nocompetition... 

Mariette.Mich ..i.do.. 

Muskejjon. Mic)i. -.. ..[.do . 

Battle Cri'ck. Midi .. Competitkm. 

Benton Harbor.Mich .»..I Nocompetition. . 

(.levelnnd, Ohio .. .. Comitetition. 

Sidney, Oliio.. .. Nocompetition .. 

Dayton, Ohio .... (,'omi»etition_ 

Xenia. Ohio._ __ Nocompetition 

Hamilton,Ohio . .. ...i_do.. 

Oberiin.Ohio.. .i_<to.. 

Troy. Oliio . .... . .. do. 

Youngstown,Oliio . .... . ('omjietition .. . . 

t’anlon, Oliio.. ... I _^lo ... . 

Warren.Ohio. ...<lo.. 

(hvlion. Ohio. Noconijietition... 

Newark,Ohio . ... I. . <lo. 


Aiinnig: flip leading iH.nripi'titive points are Now York. Phikadolphia, Pittsburg, 
(Uiicago, Mihvauk(‘o. Rock Island, Evansville. Memphis, St. Louis, D(‘s Moines, 
and Kansa.s City. Competition is seldom po.s.sihie, exci'pt where there is water 
transportation coiiipf.ding with the railways. The independents liave little tippor- 
tnnitymi th<‘ Facility coast on account of the rules of the railways. (LEK.261t) 

Mr. E.MRUYis emiibatic in his testimony on this point. He himself attempted 
to distribute oilin Philadelpliia between IHOl and 18!)0. but lost more than $50,000 
on acconnt of tlie cutting of prices by the Standard Oil Coin])any. He was forced 
to s(‘ll oil at d cents piu- gallon wlien it was being sohl in New Y'ork at 8 cents. 
Within I weeks liefon* thi' time he testified lie had sent oil to a (‘ertain point and 
the Stainlard Oil Company liad reduci'd tln‘ prici* 1 cent pm* gallon at that point 
immediately. 

The Standard Oil Company employs persons to watch the business of its com¬ 
petitors, and often sends in advance, wluui it h^arnstluit a shiprmuitof oil has been 
made to a jiartii'ular niarki't, and cuts tin* price before the oil arrives there. The 
witness mak(\s this statement from his personal experience. It is confirmed 
broadly by Mr. Le(‘. (*,*77.) 

Xu certain cases tlu' fii'st cuts in pric<*s are made by the (Munjietitors of the Stand¬ 
ard Oil (Company. Tliis is somidimes nec(\ssary wliere a customer deidares that 
he is in the liahit <if buying from the Standard or prefer.s to do so. Ordinarily 
the aim of the witness and of otlier indepiuident refiners is to maintain prices, 
merely secuiring a fair ^iroportion of the business, and the beginning of catting 
usually comes from tin* other siile. (G*^if-():J*3.) 

'2. Conipffitioii at No,w York CV/t/.—M r. Lee testifies that in New York, Brook¬ 
lyn. and Jersey City, in March. 18!)0, the pri<k^ to local dealers was Uto IH cents 
per gallon. whih‘ the witne.ss maintains that 7 (;(mts would have paid a handsome 
Pun‘ Oil (^unpaiiy began marketing oil in opposition, the 
Standard Company cut the price to 51 cents per gallon, wliure it has remained 
practically unchanged. The deedine in the price of crude oil at the same time 
was scarcely more than 10 per cent. A similar experience was met with in Phila- 
aeiphia, where pricM^s are now even lower than in New York. The purpose of 
tno.se excessive cuts wa.s t() destroy the competitors. Th(* number of competitive 
points, however, is increasing as the independent interest is growing in strength. 

1 Mse points are usually at a great disadvantage in rates of transportation. {365 

83a—PT 1-8 
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Mr. Westoate corroborates the testimony of Mr. Lee as to the cutting of prices 
below cost in New York City and Philadelphia after the Pure Oil Company began 
business there. Prices were reduced from March 20 to April 4. 1890, from 9+ to 
7 cents. Oil is still sold at a loss there. (365.) 

Eeferrin^ to the above testimony of Mr. Lee, Mr. Aechbold testifies that the 
average price of refined oil to retail dealers during March. 1896. was 7.98 cents, 
instead of from 9 to 94 cents jHir gallon. In the same month the average price 
of crude oil per barrel at the wells was .81.42. In April the Standard Oil (lom- 
pany's price for refined oil in New York was 7.31 cent.s. the price of crude 
being .$1.22. In May. refined 6.94 cents, crude 81.14: in .Tune, refined 6.72 cents, 
crude 81.15; in July, refined 6.23 cents, crude 81.09. No oil was .sold at 54 cents 
per gallon, as stated. It would be entirely iinpossibk' to make considerable 
variations in price between different custoniers. Sucii variations would very 
soon be made known, and the practice would be dishoin'st. (The figures above 
shown appear to indicate that tin; reduction in the juice of refined oil during the 
period rc'ferred to was about twice as great as the redaction in crude. A fall from 
$1.42 to 81.09 ])er barrel amomits to apiiro.ximately tliree-toiirths cent per gallon, 
while the fall in the average jirice of refined oil was 1.65 cents.) (Arclibold, 528, 
529.) 

3. Netv York State, etc.—Mr. Westoate h.as found that the Htandard Oil Com¬ 
pany will not cut prices where he does only a limited jirojiortion of the Tiusniess 
in any particular place. Thus at Syracuse tlm jirevailing price of water-white 
oil has recently been 74 cents a gallon, and the witness handles only about one- 
tenth of the business. Butat Auburn. 25 miles south, the jirice has been about 2 
cents less, becau.se the witness has atteinjited to handle one-third or one-half of 
the trade. He has found it his be.st policy to comjiete on a small scale. He knows 
of one instance, however, where an indej)endent refimT sent a barrel of oil as a 
gift to a friend in Maryland, not for .selling Imt for his own use. The Standard 
Oil Company discovered the shijunent. and sent at once a carload of what was 
considered the best oil the people there had ever rts-eived, at the same time mak¬ 
ing a heavy cut in price. 

The witness cited the following as sjH'cific instances of sjjecial cuts mad(' by 
the Standard Oil Company to customers of inilejiemlent refiners. A lettir to 
him from Shortsville, N. Y.. March 23, 1899. from .a tirni dealing in oil. states 
that an agent of the Standard Oil Company had said to one of their customers 
that the Standard was goingto force them to buy oil from it, and had cut the jirice 
of oil to Tcents (it had formerly been 10). The witne.ss wasa<'cordinglycomi)elled 
to furnish oil to this firm at such a figure that it should md lo.se money, which 
took away all his profit. The witness also submitted a letter sent by the agent of 
the Standard Oil Company at Portland, Oreg.. to a dealei' in South Betid, Wash,, 
who had informed the agent that i.iil manufactured by the witness was being sold 
there. The letter states: •• You can rest assured tlnitif another c:i rlo:id of Sunlight 
oil arrives at your place it will be sold very cheaji. We clo not jiropose to iillow 
another carload to come into that territory unless it comes and is put on the 
market at one-half its actual co.st. You can i.'onvey this idea to the young man 
who imported the carload of Sunlight oil. " The letter is signeil •■Standard Oil 
Company, by George C. Flanders." In Hoboken. N. ,7*.. a threat wasmade against 
a German dealer that his business would be ruined unless he bought Standard oil. 
which was offered to him at cut prices. He declared that he wouhl blow uj) the 
Standard warehouse with dynamite it his business was ruined, and the Standard 
agent made an arrangement to ftirnish him oil. while still iillowing liiin to handle 
independent oil. At Fulttm, N. Y.. tin* St.andard established retail jieddlers to 
drive out a man who was peddling Mr. Westgate's oil. To comjiete the mdre 
effectively, they furnished their men with Mr. Westgate's own oil. bought through 
other parties, and they cut the price from 1 cent to 4 cents a gallon. (360-370). 

Mr. Abchbold replie.s to these charges by stilting that the jg'ddler at Fulton, 
N.Y.. referred to by Mr. We.stgato, had been enticed aw.iy from the Standard Oil 
Company, and was cutting prices against that company so that it was forced to 
put on a competing peddler. 

The man at Hoboken referred to by Mr. Westgate was a man of violent teimier 
and an anarchist. He has not been in the oil business for a number of years. The 
agent of the Standard Oil Compani.' at Jersey City denies having threatened him 
with a cut of prices, and also having come to any agreement or understanding 
with him. 

As to the letter written by Mr. Flanders to a dealer of South Bend, W.ash., it 
was a foolish action, for which Mr. Flanders had no authority whatever. The 
letter was in fact intended to be .jocular and to deny a claim that he was selling oil 
of an inferior quality, a charge which is often brought against the Standard Oil 
Company unjustly. (649-fi62.) * 
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4, Southern Staten.—Mr. Rice teBtifies that he has been engaged in refining 
petroleum since 1876 at Marietta, Ohio. He has repeatedly been driven ont of 
various local markets which ho has sought, especially in the South, by special cnts 
m^e by the Standard Oil Company in particular towns and to particular cus¬ 
tomers. He declares that the Standard Oil Company has temporarily cut luices 
below cost to his particular customers, leaving the prices unchanged tf) nine-tenths 
of the dealers in town. " They can clean'me out on any one car I may send to 
any one town." 

Tlie Standard Oil Company has also made threats against dealers handling Mr. 
Rice's oil. At one time the Chess Carley Company wrote to Mr. Rice's agents at 
Nashville, Wilkinson & Co., threatening to estal dish a gri icery store and cut )iricps 
on all goods as well as on oil. The coinpany did afterwards set uji a grocery store 
at Coliinilins. Miss., in' order to force merchants to buy its oil. In IHk.') the Chess 
Carley ('ompany made a contract with R. M. Ong. of New Orleans, a copy of which 
was submitteii by the witne.s.s in evidence, with a declaration that it was undoubt¬ 
edly genuine. By this (sintract Mr. Ong was to be paid a .sum of .8lK.(N)0in monthly 
payments ilnring .7 years. In exchange therefor he sold to the Chess Carley Coni- 
paiiy the (uitire lU'otits of the business on illnminating oils and other petroleum 
products. He was himself to conduct the business and to make no charge excejit 
for drayage actually iiaid out. Mr. (.)ng agreed to si'll no petrolemn not supplied 
iiy the Chess Carley Company, and to conduct this branch of the bu.siness in the 
bi'st manner possible to promote the interest of that company, and under its gen¬ 
eral dirertions. (76t-70'.J.7n.) 

Regarding the above testimony of Mr, Rice. Mr. Jb\oE states that the Chess 
Carley Comiiany did actually establish one such grocei y storeat Columbus, Miss., 
but no other. This was before the Standard Oil (timpany possessed complete 
control of the (thess Carley Comiiany, and the witness believes that the Standard 
itself has never made any such threa.ts or actually established competing stores. 
(7(>.|.l 

.7. ('(Diijteiitioii i)! O/iio.—Mr. Clark testified that be had been employed as a 
warehouseman by the Standard Oil Company in Marietta. Ohio, and later at 
Springfield as a country tank-wagon man. at Columbus as cashier, at Urbana as 
manager for the .Standard Oil Company at that place, and finally at Newark as 
manager, the latter .station being nmclniioreimportanl than Urbana. The witness 
gave the following account of liie reasons for his leaving the iniploy of the Stand¬ 
ard Oil Company: 

The Standard 'Oil (.’ompany has in (Pliio an inspecloi'. Mr. Lockwood, who pies 
over three States, inspecting the condition of the various stations, the work of the 
agents, etc. The t'onn of inspection report is given by tlie witness. When this 
inspector visited the witness dui'ing his agency at Newark, at one time the witness 
was in a bad humor and, not knowing the official ]iosition of tin' inspector, he 
ob,iect,ed to receiving suggestions from him. This led to his being suspended, 
although he was told that this was not a discharge. Suggestions have since been 
made by the Standard Oil Company with a view to taking him back, but the 
witness is unwilling to return. He objects especially to the practice of deducting 
fi'oni the salary of the agent any losses due to errors, whethei' of himsidf or of 
others. (31:;.:il4.) 

Mr. M.vthkws, selling agent of the Standard Oil Company for the central and 
Boutheni parts of Ohio. te.sfiHes in detail in refutation of the evidence of Mr. 
Clark. He states that Mr. Clark's evidence was obviously prompted by spite, 
owing to the fact that he had been dismissed from the service of the Standard 
Oil Company on account of a shortage in his accounts and not for the reason 
stated by Mr, Clark in his testimony. The insiiector ri ferred to by Mr. Clark as 
having visited his .station at Newark was the traveling auditor and had nothing 
to do with the regular in.specting system. Mr. Clark had been negligent in send¬ 
ing in his regular reports and on investigation was found to hi' short in his 
accounts. The final amount of shortage was $2,31, part of which was made up 
by Mr. Clark and the remainder by his bondsmen. He would have been indicted 
by the grand jury for embezzlement save for the fact that the various items taken 
were small and could not be joined together in the indictment, so that the offen.se 
was only jietty larceny. 

Mr. Mathews testifies further that Mr, CTark never held .such responsible posi¬ 
tions under the Standard Oil Company at various places as he claimed. He had 
not had the opportunity to be familiar with details of business concerning which 
he testified. 

Neither Mr. Mathews nor any other employee of the Standard Oil Company has 
made propositions to Mr. Clark with a view to reengaging him in the company’s 
service. An affidavit by Mr. Fontz to this effect was submitted. (4ill,504,S06.) 

Mr. Clark states that in Ohio no two stations have the same price for oil, and 
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the dift'erenee.s ave not due .s(dely to freight rates. At eoiu])etitive ijoints the prices 
are considerably lowtn-. Tims in ISils the piice of ftasoliiu' at Newark, where 
there was no conip('tition. was 7i cents, while at Colnmhns. under competition, 
it was .'ll cents. At the same time oil was about 3 cents clieaper at Mari(»tta 
tlian at Newark, althontth there was no difference in the conditions of competi¬ 
tion. When comi)etition lias been driven out. prices are raised to the old high 
level or to one still higher. Thus at Newark at one time oil was sold as low as 4 
cents, but afterwards was raised to IS or 14 cents. The Standard Oil Company, 
where it has to meet competition, usually ki'ciis oil at a .somewhat lower price 
than its coniiietitors. There may be rimes when its jirice is higher, but the 
average is lower. JIany“dealers arc willing to pay iiiori' for indeiiendent than for 
Standard oil. (tit.'i. litli. 34(1. 

While Mr. C'l,.vUK was employed by the Standard (>il Company at Marietta, the 
company hired a man named D.ivis to compete with a tank-wagon driver named 
Ciirti.s, who had been buyipg oil of the indepenilent Argaii Refining Company. 
He was furnished a horse and wagon and sold oil so idieap that the competitor 
had to come to the Standard company to arrange to buy oil from it. The price 
had been T cents during this competition, but was then raised to 13 cents. The 
competitor again began to buy Argan oil. and was again brought back to the 
Standard company by the employment of a Mr, Ebriglit. who "played the farmer 
racket” in selling again.st Mr. Curtis, (ittil.) 

Concerning the alleged fraudulent methods of comiietition at Marietta. Ohi(j, 
testified to by Mr. Clark.Mr. M.vtuews states (sub.stantiating his evidence by a 
certified transcript from the testimony of William Ebriglit and by an affidavit of 
W.A. Reed, local agent at Marietta when Clark was employed there) that Mr. 
Clark was then imly an office and warehouse boy. entirely unfamiliar wifli 
the conduct of the business, and that his evidence' was untrue and malicimis in 
every particular. The man Davis refi'i-red to was not emtiloyed by the .Standard 
Oil Company at any time. He was an indeiiendent oil peddler and bought oil 
outright at the ruling market prices from the Standard Oil ('oni|iany, .selling it 
at prices fixed entirely by himself. The man Kbright was in prei-isely tlu‘ same 
position as Mr. Davis. It was not true that he pretended to be a farmer or other¬ 
wise deceived concerning his character in business. (t!ll-4'.)3.) 

While Mr. Cn.tRK rvas manager for the Stanilard Oil t.'ompany at Urliana, 
Ohio, a man named Hidmick. who.sc father had been 30 years a dealer in oil. 
esitablished a competing business, buying oil from the Cleveland Refining Com¬ 
pany. The witne.ss. accompanied by two traveling agents of the Standard, visited 
Mr. Helmick and threatoied him with excessive cuts in prices. Some I’uts \yerc 
actually made, from 3 to 0 cents, and through these and the threats the !'onipetitor 
was foiVcd to give up business and finally went to the pool-house. He had put up 
a building to handle oil and this was an entire loss. The witne.ss belie\-es that 
this excessive competition by tlie Standard was the cause of his failure, not his 
own incompetence. (337,333.) 

Mr. M.vthews, replying to this testimony of Mr, Clark, states that Mr. Ilelmicl; 
bought only one carload ot oil from independent diallers, and after he had sold 
about one-lialf of it became .satisfied that be would lose money on aci-ount of leak¬ 
age and poor ipiality. and the .Standard Oil Company took the remainder off-his 
hands. The Standard Oil Company did not droji iirices wiiile Mr. Helmick was in 
business, nm- were threats made by the two agents of the Standard Oil Company 
referred to by Mr. Clark. B-.itli of these a.gents submitted affidavits denying .Mr. 
Clark'.s allegations. Mr. Hurley, a notary iiublic. also submitted an affidavit that 
he Ii.kI seen Mr. Helmick and that the latter had declared the testimony of Mr. 
Clark in reference to himself untrue, esjiecially in regard to the i-ause of his goinji 
to tlie poorhouse. Anotiier affidavit shows tliat Mr. Helmick continued in the oil 
busine,ss about 3 years after the time referred to by Mr. Clark: that he afterwards 
■went to the poorhouse. but that on August 31, IkOtl, he was employed in a canning 
factory at Wapello. Iowa. Mr. Cone, a township trustee of Urbana township, 
furnished an affidavit that he believed Mr. Helmii-k’s going to the iioorhouse was 
due to the extravagance of bis family and other dome.stic troubles. Mr. Powers, 
a drayman who had hauled oil to Mr. Helmick's buildin;’:, slated that it was a 
mere shed built of refu.se lumber and not worth more than .$10. (400-41111.) 

Mr. Clark states fnrthm- that at Columbus, while he was em)iIoyed by the 
Standard Oil Company, one .Shoemaker was hired tit a regular salary and’ fur- 
ni.shed oil at prices so low that he could undersell representatives of the Cleve¬ 
land Refining Company. Cu.stomers .supposed that he was an inde[iendent dealer. 
A boy was alar hired to watch the tank cars received by competitors and the 
amount of oil sold. The prices were then cut so that the comiteting dealers were 
forewi to agree to maintain prices at a fixed ])oint. (334.33.7.) 

All these statements are denied by Mr. Mathews in detail. (Kid.) 
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While Mr.Cl,.\RK was agent of the Htauihu-il Oil Coniiany at Newark, a .Mr 
Donaldson .started Imsine.ss. Inlying oil from the indeiiendi'nit tirni of Keotield, 
Slmrnier & Ti'agle. The witne.ss wa,s told that he .should have a weeks' vaca¬ 
tion it he would gi't rid of tins eom]ietitor. He heeanie friendly with the owner 
of the shed where Mr. Donaldson stored his oil. iironiised him work for the Stand¬ 
ard Oil (’oni|«ny. and sneeeeded in hnying the shed, in the ahseni-e of Mr. 
Donaldson, for .Id. He removed the liarrels and tanks and had the sheil hanh ii 
away. While Mr. Donaldson was comiieting. a hoy had been hired to follmv his 
wagon and iliseover his enstomers. Mr. Mathews, the eanviissing agent of the 
Standard Oil Company, would then visit the.se enstomei-s. test thenualilv of oil in 
’their lamp.s, and offer oil at rediieed ])riees. The Standard Oil Company ahso 
after hnying tlie shed, hired the driver formerly i inployed hv .Mr. Donaldson and 
had him deliver oil to Mr. Donaldson's enstomers. l\lr. Mailiews sent a letter to 
tile wilne,ss complimenting him n|ion his sncee.ss in the transaction. (lifO.dfl.) 

The statement of Mr, Clark as to the manner in whii li Mr. Donaldson was 
driven out of business at Colnmtms is denied liy .Mr. Mvtiiio.vs, supported hv the 
affidavit of Mr. Hollingsworth. Mr,Clark hongid Hie so-ealleii wareliouse. whieli 
was only a small slied, ahont I feet hr h. entirely on hi.-' own •■esponsibihty and 
without direction from any superior offi,-er. He'was repreli-nded afterwards for 
having done so. The price of .S'.h.ll) jiaid was a'1 file shed was worth. Donald,son 
was not driven out of hn.siness by this [iiirehase. lint rented a ham and eontinued 
tliereafli'v. (III',’. 511:1.) 
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(». Sfiifi‘ini'ii( of policii hfi coinhiiHifioi ,.—Al) 

(Innl)t tbc Stinxlaivl OiJ w]n ;i closrly pv- .-st ti w i;li at. 

any pni7it. trie lidd its tracb* by jiricj's. .••mi \,n\- tltM-larr tliat it 

had afVii' I'lit jr-a-cs Ik'Icw tin.* (“isi td' j)7'iKlnclio:i, .'•r.cli ;i (■as(* waiild Ik* 

a rare -ni. . Suclt ciiiHiilc of prircs is tin* iintural law of pad-. Mr. Avciibdhl 
Ixdicvrs rl);it ordiTja-ily thi* (-anpetiturs of tin* Stajidani Ix'yin I'-.t* (]<k>s 

not <-niisidt‘r it atlvis;!))!,. in li» s>-]} .ipiods at a !o>', for niiv' iiurjiost*. Imt 

h(‘]ify<‘s tliat il pri.-fs worn cut to cost or below it t)'c Standa’d'oil C(»mpanv 
ronid I'udiirc tl-c strain nundi lonycr than a s.najli'r conipctitor. (.hiS..dtl.) 

Mj-. Donn siat-'.s. in ivjdy to a .sciicdnlc o,' (jucstinns. Hi.it rli*' prices ot rt'fined 
oil arc the same throiiyliout tin* (aiitrd Sl.atcs. allowing tor-Mistot transiiortation 
<utd tliat tliey avera.Lp* lower, fraiisportation eonsidered. t b in in foreiji’ii i-oiintries' 
lie statod that a^^aits have no authority to make sp'eoial cuts m sjiedal si'ctkuiH 
ot the country, lint has no dould that prices ]ia,vc oeeii cut to mvrt lower mices 
made hy ctimpetitors. ^ 

Mr. P.MIK also admits that Ihe Stand ird tries to keeii its trade and makes 
piices to do so. IFe iiresume.s tliat durijijit such compt tirjon ])ric<‘s an* lower 
than wh.oe the.-e IS no eom]H*tition. to a reasonalde de-ree. Jlut lu* adds that 
tUe htamiard s policy isre-uhivly to.sell usch(*ajdv as possihlc in order to increase 
the volume ot husiness. (Th?.) 

•)y'|'i"'''v.s states tliat the Htanilard Oil Companv never cuts prices first in 
any hehl bill wlien a. competitor reduces prices it doe's not hesitate to meet tlie 
cut in order to hold its Imsine.ss. (.Iilli,) 

Ml . Bid i.r, also states tliat oil relhiers genei'ally. like most other inannfaeturers 
find Uiemselves will, surplus stocks dining certain vears and certain seasons’ 
and hold lint I'ldneemenls to purchasers to take oft' the surplus at redr.eed 
pines. Mils IS the only metliod. nnle.ss a comliin.ilion can he formed .suffi¬ 
ciently si rong to hold hack good.s for higlier prices. The Standard Oil Companv 
especially aims.lo c.'itcnd ibs markets in foreign countries, and to do so often selhs 
wth little or no maigmof profit c.spccially when it has a surplus produetioii. 
(Tins H also admitted li.y Mr. Arclihold.) The Standard donhtl.'ss cuts prices for 
a similar re.ison iii this country from lime to time, just asothcr mamifactnrers do, 
ihe witness has heard tliat it has the fnrtlier ohject in making such cuts of driv¬ 
ing out compefiior.s from iiarticiilar localities, blit he lias never per.sonallv seen 
'’'‘'“K limited to the oil-prodneing country‘itself. 


B. Different prim to different dealew.-Mr. Ci,.utK testifies that it wa.s cnstoiniirv 
lor the Standard I hi Company, at the stations where he was emploved in Ohio', 
to niake ilitlereiit prices to diff'ereid dealers in ordei to hold their trade these 
pnce,s hemg otten based on reiiorts from local agents as to puiehases of eonipeti- 
n\e oil. Ihe witne.ss states various instances, but espeeiallv one at Newark, 
Whore one dealer ivas eharged 7 emits for ga.soline and his ne.vt neighbor IH rents, 
in another case, Shoinnan Brothers were charged 7.1 cents for oil. Air. Rankin 
0 cents, while Mr. Hagnieier was given reliatea on tlie nominal iiriees of I cent on 
gasoline and 3 OH oil, (:!;l(i,.'Wtl.) 

These charges are denied hy Mr. M.ithews. The v.arioiia tank-wagon driver.s 
are not allowed to drscrimmatii bi'tweeii one buyer and another, hut must chargo 
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all the «ame piico for the sinn« xrado of oil. Mr. Clark could not cut the price 
when he was a t;iiik-\vas m driver without paying the difference out of his own 
pocket. A statpuient tliat at Columlnrs empty barrels were taken back at an 
exorbitant price in order to liohl customers is also false. 

It is nevertliele.ss true that at times there maybe some differences between 
diffci-ent customers, owing to tlii‘ exi.stence of contracts I'or furhisbing oil at cer¬ 
tain prices for a pciiod of tim<‘. It wa ; trne that at Newark, while Mr. Clark 
was there, there were such differences in the price of gasolim,', owing to the 
marked advanee in the general price, while some dealers remained tinder pre¬ 
vious contracts. Tiie slatement sitecifically made tliiit Mr. Hankin was charged s* 
C cents for oil ami Sliowman Brotlters Ti cents is entirely iiutrjje. Mr. Rankin, 
in tact, was ehargi'd li cents per gallon mori' lhan .Showman Brothers, because 
he Ismght oil in btirrels instead of in bulk, but an equivalent amount was 
refunded when the baiTgls were returned em|>ty. Mr, HagmeitT was allowed a 
rebate of one-lialf cent ])er gallon on botli oil and gasolim' under a speciiil con¬ 
tract, tint ilid not receive sneli rebiites ;is 1 or eents. An ufliilavit of Mr. Hag- 
meier to this effeet w.is pre.sented, .'md al.-o an affida vit slating lliat Mr. Clark bad 
secured his previitus statement tieknowledging the receipt of reha,tes under it pre- 
ton.se that it was nece-ssjiry to e.'qil.tin a slortagi.' in Ins aceounts. 

The witness has never known of discriuiiua! ioii.s beUveim different bnyers under 
snch special contracts wliicli amounted to more lhan one-lialf cent lau- gallon. 
Such rebates are gvanteti in eonsideration of tin agreement tlial. the ilealer shall 
buy exclusively from the Standard Oil Company. Differences in prices of lubri¬ 
cating 'lil also exist under speci.-il coulracts, being largely conditioneil on the 
quantity of oil pnivliasisl and mi the e.vpen.se of delivering it. (l!)I,4!lli. II)'.),.100, 
50.5.) 

C. Watchingofcompetitors’ business, -i, /ven/ene ../'o/y/io,.' —Sev¬ 

eral witnes.sos te.stify to a practice of the Si.imlnnl Oil Company of .securing 
information as to tlie business of competitors, their sliipmeiits.customers, etc. It 
is believed liy some that the employees of competitors are hired to fiirnisli such 
information. 

Tims Mr. Westo.vte testifies that ttie .Stamlanl Oil Company ket'itsan accurate 
record of every barrel of oil that the independent rt-finers shiptoeiich place. The 
inforiuiition may not Iw received from the local freight offices, but perliaps frmn 
junction jKiints. The witness knows that this is the case liecause his customers 
have told him that traveling men of the Standard Oil Comitany have informed 
them that they know of shipments coming. The traveling men report whether 
dealers tmy Standtird or independent oil and the reason. Customers of inde¬ 
pendents will then sometimes lie offered oil under cost, (tititi,HOT.) 

Mr. Mo.n.nett testifies that tlie Stamhvrd Oil Company frotpu'utly employs 
agents to follow up rival comi>anies,iiscertiiining their enstomers, and then .seek¬ 
ing to take them away. They drive competition out from certain places and ai'e 
then enabled to charge rates sufficiently high to establish ti fund tor attacking 
competition elsewhere. (31B, :!18.) 

Mr. Mon'.nrtt further states that testimony was given in the Ohio suits to 
show that clerks of competitors, for example, of Sconehl. Slmrmer & Teazle, of 
Cleveland, had been brilted to furnish information iistotlii'amimntof oil-shipped, 
names of customers, and other details of the business of tliese competitors. In 
this case the person bribed disclosed the fact to his employer, (difi.) 

Mr. Emery believes that the Standard Oil Company still receives statements 
from railway companies as to shi]>ments l)y others, such its were agreed npoiJt in 
the contract with the South Improvement C'liinpany. He states, as an example 
of the practice, that ationt a yetir ago he shiiiped two barrels of oil, along with a 
larger shipment, to a gentleman in Dubois, Pit. These barrels were not placed in 
the car until after bu.siiiess hours, and no one knew of their .shipment. But before 
the oil reached Dubois the pnrcliaser was met by an (.‘mployee of the Standard 
Oil Company wlio complained of the faid. tliat he was dealing with Mr. Emery. 
Other cases where information must have been given by railway officers are 
numerous. (614,615,629.) 

Mr. O.VLL, a wholesale dealer in refined petroleum products at Montreal, testifies 
that the Standard Oil Comjiany frequently' sent a man to open tank cars shipped 
by indeiiendent refiners to the Gall-Schneider Company, to see exactly what they 
contained. The witness was recently able to delect a man in the act, and the 
explanation that it was due to a mistake is not to he believed. A representative 
of the Standard Oil Company at an earlier period jokingly,told the witness the 
numbers and contents of several cars of oil which had just been received. 

Mr. Gall testifies further that it is common for the Standtird Oil Comij»riy to 
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send men to watch the delivta'y of oil. and then to .send .their own agents to the 
purchasers, cutting prices, and otherwise .seeking to prevent competitors from 
securing trade. ((iS4.) 

Air. Davis Inis hecn engaged in an independent refinery in Marietta, Ohio. At 
one time his sliipping clerk was approached by an agent of the Standard Oil Com¬ 
pany, who offered to pay him for reiiorting the nanie.s of persons to whom oil was 
.shijip'ed. the invoice, price, etc. The witness believes that every barrel of oil he 
siiiiiped from his works was made known to lii.s com]ietitors. Their traveling men 
would then follow eaidi shipment and often it would be necessary to reduce the 
price in order to retain tlie cu.stomer. In such cases the consumer probably 
reci'ived no benefit from the lowered jirices. but only the dealer, (fkifi, fioT; as to 
Mr. Davis's e.vperience, etc., p. I'Jfi. footnote.) 

Mr. (.T..UiK testifies that, while agent of the Ktandard Oil Company, he was 
reipiired to make ri'ports each week of the business of competitors, the customers 
supplied bv them, the prices, etc. On the b.asis of these reports, the general 
manager at Columbus would send instructions as to methods of liolding or taking 
aivav customers. Sometimes thi‘ managm' would (.'ome himself and maki' speciiU 
arra’ngi'meiils as to prices. 

Tile following letter shows the practii-e of re(|uiring reports as to competition: 


May bStlT. 

Dkau, Silt: 1 forwaril to yon to-day a supply of blanks, .same as .samide here¬ 
with inclosed, svhich is to t'ake the iiiacc' of the little sliji that Inis formerly been 
used for reiiorting daily competitive oil. Will yon kindly till out one of these 
blanks weekly, comnieiicing with .luiie 1, and whenever tlie month ends in the 
middle of the week, make out one on the last day of the month for the portion of 
till' week not covered in the last week you report't Enter upon this report all 
compet it ive oil or gasoline that you have been able to locate during' the week, and 
it diu'ing the week you have been unable to locate any comiietilive shipments, 
then write .icro.ss the face of the blank 'Nothing to report' and mail it to this 
office. Be sure to mail it whether you bavi' comjietitive receipts to report or not. 
If tliere is an.i'thing about this i-eport that yon do not nndcr.stand, please.confer 
with me at once, as it is vei-y important that it should be madi' out promptly and 
forwarded regularly. Trusting tliat I will have yonr hearty cooperation, 

I am, yours, verv truly, 

B. A. M.vtthews. 


W. 11. Ci.AitK. A'MTOrA', Ohio. 
(iWli.m) 


3. /fi’p/i/ of Sfitiidnrd Oil wvYHmv.s'.— Mr. Archhiii.o declares that it is not 
the jiolicy of the Standard Dil Company to obtain information from employeeaof 
its competitors, and that if through the action of some overzealous employees 
this were attempted it would be disapproved. The comiiany does naturally seek 
information from its own agents astothe business of competitors, but none which 
they can not rightfully secure. (.'iTfi, .IM,) 

Concerning the watching of the business of competing dealers, referred to by 
Mr. Clark. Mr. M.vtuuws testifie.s that it is the practice of the Standard Oil Com¬ 
pany to ask its .salesmen and agents to keep their eyes ojien and inform the com¬ 
pany a.s to tho.sc from wlioni different deale,r.s tire hnying, and as to the general 
condition of Imsine.ss. This is reiinired as much for the .sake of a.seertaining that 
the agents are attending to Imsiness as for any other puipose. The witness does 
not recall any case where anyone has been employed to follow a competitor’s 
wagons and find ont at what prices he sells. In lio ca.se has the Standard Oil 
Company secured ri'ports as to the bnsiness of rivals from employees of those 
rivals. (.rO.'i, 50(1.) 

D. Allege! fraud and deeeption by Standard.—1. Different gnidenfrom name tank .— 
Mr. Cl.ujk states that wliile ho was agent of the Standard Oil Company at various 
places in Ohio lie made it a prtictice. under direction of the company, to sell nomi¬ 
nally different grades of oil at different prices from the same tanks. There are 
only three different grades actually handled—the Diamond White. Water White, 
and Eocene. As many as eight different prices are made with from one-fonrth to 
one-half cent difference hetween them. Thus at Marietta prices ranged from 
6 to lOJ cents. It a customer considered a certain price too high lie would be 
offered a lower grade at a lower price, but the oil would be drawn froni the same 
tank. At Springfield a man was hired to lun a tank wagon, but resipiod when 
directed to carry out this practice. If a customer demanded oil direct from Cleve¬ 
land, barrels would be painted red and branded with a stencil sent from Cleveland. 
At Newark the oil was sold directly to tank-wagon men. and they learned from an 
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employee of tlie company the i>ractice of selling different grades from the same 
tank. Each enstomer is thus satisfied and given what ho wants. (Sill—S;i3,:i;i8, 
341.343.) 

Mr. Mathews denies in detail all the allogations of Mr. Clark concerning fraudu¬ 
lent pra<'tices in selling nominally different grades of oil at diffei’ont prices from 
the same tanks, and submits affidavits of W. A. Reed and C. W. Foley, agents of 
the Standard Oil Company, at the diffi'rent places wla.'re Mi'. Clark was ein- 
jiloyed. and of W. W. McMahon and C. M. Taland. tank-wagon drivers at Spring- 
field, stating that no such iiractices liavi" heen at anytime resorted to either by the 
Standard Oil Company directly, or, through its suggestions, by the tank-wagon 
drivers. On the contrary, specific orders were always given prohibiting such 
deception. The facts are that at Marietta, for exaniple, the coyipany has really 
three different grades of oil, hut sells them under sc‘veral (lifl'erent names, although 
at preci.sely the .same price for oil of the samegrade. Thus Water White. Red Star 
Water White, Silver Light, and Crystal are simply trade names for the one 
grade, water-white oil. They have lieen established h'y custom in different locali¬ 
ties to meet local deman.ls. At a few points near Marietta. Eocene, a hettiu-gradi' 
of oil. is furnished customers under the name of Hyperion, on account of the sav¬ 
ing in freight in doing so. 

Mr, Mathi'ws also submitted affidavits of C. W. Foley ami R. A, Foutz, stat- 
itig that the tank-wagon driver at Springfield, who, as statial by Mr, Clark, resigned 
hecaus(^ he did not desire to <tei-i'ive in the (jnality of oil. really resigned liecause he 
did not like tank-wagon work and for no otlu'r reason, ami had so stated to the 
affiants. 

The quality of oil does mit deiiend on the degree sljown by the tin' test. The 
three grades sold by the Stamlaid Oil Comiiany all have the s.ime tire le.st of pyo 
degrees by the Foster eup. ()ils may he ot e.sactly the same liiv ti'sl hut dilferenr. 
in illnfiiinating power, and the latter determines quality. (1113-404.) 

Mr, Wkstoate incidentally givi's testtmouy whit h may corndtorate Mr. Mat¬ 
thews. He .stati's that iiihisrcHtiery he maimt'actures five grades of oil. varying in 
price from 3.1)1) cents to 4..V) cents, at present. Sjtecial brands are sometimes jint 
ujwn oil to suit different customers, hut this does iittt implyaiiytleceptioii as to the 
quality. The witness hills his oil al the names ami prices of his own brands, hut 
affixes any name d(.■sired. (fllili.) 

3. Dccejitiiv —Mr. Cn.UtK also states that the oil sold by the Standaril Oil 

Company in Ohio is mostly retimsl from Lima oil. and of inferior ipiality, smell¬ 
ing of sulphur. A (jerman has invented a metlmil of In'u.sliing tl)e sulphur out of 
the oil. The .Standard Couqiany eoiitrols this iiatent. hut tile melhod is e.xeeed- 
ingly expensive. The Stamlard Oil Com]iany seeks (odeeeive eustomersas to the 
quality of its oil by unfair tests. The witii'e.ss ha.“ been directed orally by his 
superiors as to methods of making such tests, hut has no written evideiiee.' The 
deception is accomplished largely by turning thi* wick in thi‘ lamii high when 
Pennsylvania oil is being used and low when Ohio oil is lieing used. Tlie oil 
liandled by indepemlents is mostly Pemisvlvauia oil and of liiglier ipialitv. 
(345,346.) 

Mr. Mathews dmiies that the Standard <.)il Company ri'sorts to unfair tests of 
lamps to show the superior quality of its oil. Competitors in Oliio had heen 
marketing oil at a reduced price containing some oil made from Ohio crude. 
Dealers sometimes mixed these inferior oils with oil furnished by the .Standaril 
Commny. and the latter was foi-ced to vi.sit tlie ciistomcr.s. es|iccia)ly retail 
storekeepers, and .show by actual tests the superior quality nf the Stamla'rd's oil. 
It W’ouhl have been entirely inipossihle to deceive by turning the liitnie higher iii 
one case than in the otlier. as alleged by Mr. Clark. The various agents am] eni- 
ployees of the .Standard Oil Company, to whom Mr. Clark specifically refers as 
having knowledge of the frauds in lamp tests, all submitted affidavits denying 
that sucti frauds had heen practiced and stating tha t similar lamps, hiirnei's. wicks, 
and chimneys were used in testing different kinds of oil, and that at the begin¬ 
ning of the test the height of the flame in each lamp was the same. (.■|Oil,503.) 

3. Adiiltiratiiiii nf luhrimliiii/ aiid ximilar o//.s-.—Mr. Cl, auk testifies that at 
Marietta he mixed g.Tsolino worth * cents jier gallon with turpentine worth 3.S or 
40 cents, nrider direction of his suiierior, in order to cheapen it. At Colnnilms, 
so-called hoileil linseed oil was made by heating raw oil to 135 degrees and adding 
a small quantity of Jaiian drier. Miner's oil was made liy mixing 3 gallons of 
" miner 8 shKik." whicdi co.sts alKint 6 or 6J cents, witli 3 garimis of cotton-seed oil. 
The product sells at from 33 to 34 cents. Paraffine oil was sent from Cleveland 
in blank han'cls, and these were labeled as different qualities of niacdiine or rub¬ 
bing oil and sold at different iiriccs without chanae of (piality. Tiie witness is 
not aware that the same methods have been used by iiidepMide'ut refineries. (338, 
334.) - 
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Mr. Mathews <lonics in dctuil these charges, and submits the affidavit of 
Adam Panins, mixer at Oolnmbns. to support his evidence. The dryer used in 
making boiled linseed oil at (!olunibns wa.s pure linseed-oil drier, which cost ID 
cents per gallon mor<* than linsec'd oil and increa.sed the cost of the prepared oil, 
and the oil was lieab'd to degree's. The statement that miner's oil is made by 
coniponnding coUmi-seed oil witli 40 p(‘r cent of ]>etroleum is false. TheOhi(> 
law. wliich is rigidly <‘nforced. wonld absolutely prevent more than abont 14 p(!r 
cent of petrolenm lii ing used. The juice of niini'r s oil is regulated by the juice 
of cott<ui-se('<l oil. rnmihig abont (’(‘ids jjer gallon Ixdow. The j)rices charged 
for miner's oil are lowm* tlian slatd’i liy Mr. (.'lark. 

Tlie statement that lubri(.iiting oil is ]‘eceiv(‘d in barrel.s with blank heads .iiid 
shii)l>ed out to meet the recinirements of the trade witliont regard to the aernal 
contents is nntnn* and absurd. 

The slateunentthat gasoline was nnx<'d with t iirpentineis alst) false. Any buyer 
can detect such adulteration of tnrjM'iitiia' instantly by the us<'of an oi-dinary 
liydroineter, whicii all druggists keep. {402.40r).) 

'Mr. Davis gives (‘vid<‘nce tmidiiig sojm'what to confirm that of Mr. (Jlark. He 
states that most retineries )iav(* a department in charge of an e.\p<Tt wlio com- 
])ounds mineral oilswitli animal oils and makes various extnictionsfrom])araffine. 
Theiv' ar«' wide dift’erenees in grad<‘ of such c«)m]Kinnded <»ils. and thert' is much 
op])ortnnity for <‘X])eri(‘n<’eand skill. It is }>t>ssibh*foroiIsof j)ra(‘ti<‘ally tliesame 
iliiality to be s(4d at Vfiy diftVrcnt ju’io's. The witni*.ss heli('V(‘s that the Argan 
Refining ^’ompany snhl a^ (jnality ef luhricafnig oil at .OorHO cents which was 
practically identical with that sold by his l•' 1 nl)any at 22 or 24 emits. O.VS.} 

4. of hriiitils, r/e.- Mr. WtxroATK testifies tliat he is mamifaiOnvinga 

Jiigh (pialily of oil known as Hnnlight. Tlu' Standard Oil (.’omiiany lias cojiied 
this la-and for salr in New York State, jmtting it:-- own name on the liarrels. At 
Fulton. N. V.. tlu' Siandai'd Oil ('oniji.piy estalilislied t wo retail Jieddlers to com¬ 
pete with one wholicd Ix'en jnnclnn'ingoil fromtlie witness. They were furuislied 
wiili oil refiru <1 l>y llie witiu’Ss. and it was offered (o enstomevs, under tiie brand 
put on it. Iiy tin* witness, at a rediic* d pii< (‘. This oil was ju’obahly obtained from 
the l\ren-liants' Relining ('om]>any of Hnff’alo. p) which a shijumut had been 
made a. little time before by the witness. (iKId. 

Heplynig to the above statement of Mr. Wi'stgate. Mr. Anciiimu) testifies tliat 
on careful investigation liefiinks that, so far from th«‘ Standard Oil ( omjiany using 
Mr. Wc'stgate's brands..t)ie ojijMisite is the case. The Standard had long been 
using yellow bairelsin certain PTritory, and when Mr.Westgati* liegan tod») busi¬ 
ness tiii'ic he used thi' saun'color. witli a view to tlierehy furtluTing his trade. 
Mr. An-hbold denies ab.s.dutely the eliarge of cojiying hrainl.s. (alD. .ViO.) 

Mr. Davis also te.slif'K's that the refinery in which he was interested at Marietta 
made .special luaiids of oil for particular customers. It sonudimes found tliat 
these names were used by otlier ri'lhieries. apparently for the jinrpose of taking 
away trade. Atom* time a shijmient of oil to the (Cleveland and Maru'tta Rail¬ 
road was made, and it was later discovered that sev<.'ral of the barrels contained 
5 or fi gallons ot water I'ach. Tlu'si* had the brand <if rlu* witness's refinery, but 
lie has the ini|)r(^ssion that they had been substituted by eonijs'titors for tlie pnrjiose 
of injuringlns trade, or else that the water had been jlut in by a competitor. (457, 
358; sei* statement of Mr. Arch bold as to charact(‘r of witness, j). 124. footnote.) 

E. Competition in foreign markets.—Mr. Lee testifies in some detail as to the con¬ 
ditions of competition in fiu’eign markets, (“specially (ieniiaiiy. his (“videiu'e being 
confirmed liy h‘^!s detailed statements of Mr. Wes'I'oatk. 

Pri(U’ to 1805 th(“ Standard Oil Company had cut ]»riees a.hroad so that export 
oil was sold in New 5h>rlv b(“i*)W the cost of crude at the: refinery. Tlie inde- 
p(‘nd('nts laid long bc(‘n marketing oil in (Tennuny through a man named Potli, 
but he sold out to tin* Standard in 180(1. The Standard used unfair methods of 
comjietition, tying up all tin- tankage. To enable tin* indejx’iulents to com¬ 
pete. tla^ Pure Oil Company was organized, and tlu'refineri(*s ugr(‘(‘(l to sidl it oil at 
cost, leaving to it tlu' marketing of oil abroad. It erected stations at Hamburg 
and Rott(*rdam. is enxding one at Mannheim, audit lias rented one at Amster¬ 
dam. It lias its own tank steamers and tank ears, and is now doing a profitable 
business, juid's in Enropi* being reasonable. Mr. Lee states, though he does 
not (d(‘arly explain the nadhod. that the (bTinan government prevents excessive 
competition, bedinsi' it will lad allow hnsiness to be conducted at u loss. This 
stati'imiit is made on tlu' basis of (“xjierience of Mr. Poth and of the agents of the 
Pure Oil Oomjuiny. (Lee. 274-278; West(tATR. 380, 381.) 

Mr. Emery als() describes tin; competition of the Standard Oil Company with 
tla^ indep(Uidents in G-c'rmany. After the Standard had Iwuight out Mr. Poth, Mr. 
Eimuy was^ent to Germany liy the independents, and immediately lot a contract 
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for the c nistniction of timlcs in Amsterdam. In Hamburg the legislative body 
passed a law funiialiiiig ground on which to Imild tanks. Tin' Russians suffered 
eqiially with the Americans from tlie (!orai)etition of ttie Standard Oil Company. 

Mr. Emeky likewise testifies that tin" government of (Germany in some way 
secures to all (S)mpetitora fair conditions and ])revents unfair competition, but he 
is not certain as to th(“ iirccise metiiod l)y wliicli tlii.s is done. In ‘IW!).") he went 
with Mr. Poth. the agent of tlic independents in (feinnany, before the imperial 
ministry at Berlin to make complaint of the tact that oil was being .sold on the 
Rhine iit ti’oin 11 to 'f cents>ii gallon less tlian on tlie Elbe. Mr. Emery also had 
a conference at St. Petersburg with thi' prime miidster of Rinssia and with Mr. 
Nobel, (lie great Rnssinn oil jirodneer. Their views agreed with tlej^e Of tlie inde- 
pendt'iit American refiners—that they were snlfering unt'ab eomiietition in (rer- 
many. and tliat they desired to see it rectified. Tim independents have secured 
an oflicial permission from the (lerman government to sell oil, being reipiired to 
file their Ameritain cliarter and being suhjeih lo a certain supervision, the precise 
nature of which Mr. Emery does not knoiv. (liKi.tilT.lWti.) 

Mr. Arouboli) declares tiiat Mr. Lei''sstalements eoueeniinggovernmental con¬ 
trol of competition in (termany are ••silly." (.aiff.) 

According to Mr. Rcum imi's testimony, below i plot ed nmh^rthe heading'• Crude 
oil ’■ (p. 14;!). the prices of i-efined oil are constantly kept in .substantially the same 
relation Io those of m-nde. although rliere are sometimes varitilions one way or 
the other. In reply to a question as (o whether refined oil wa.s not sometimes 
sold at the seaiioard at less than the prieo of crude, Mr. Arehbold said, •• I should 
say that is a vei-y exeeptioiml i-ase. I do not recall. * In cmnpihiug with 

the Rmssians at certain times for certain markets, we have made prieesfor refined 
that were as low as tlie crude product * * hut they have heen very e.veep- 
tional eases, and it is not tlie ease to-day." Tliese cuts Inive bi'en made especially 
in the far east, and the company lias relied on the profits from hy-prodni-ts to offset 
them. (.'iTl,rutf; see also Boylk, I:!:!.) 


V. OUTPUT AND PRICES OP REFINED OIL, PROFITS, COST OF 
REFINING, ETC. 


A. Monopolistic character of the Standard Oil Company. — I. (Iriii'i-uUij. — There is a gen¬ 
eral eonsensns among the opponents of the Standard Oil combination tliat it has 
a .sufficient control of the markets for refineil oil to practically constitute !i 
monopoly. The business of independent refiners is confined to a few sections of 
the country, and the larger proportion of their oil is sold abroad. It was testified 
that the Standard Oil Company now controls from !)0 to tO per cent of the Inisi- 
ness of refining. Mr. Lockwood declared that the iniiependent refiners, including 
the Ohio field, handle about 4 per cent of the oil product. (Lk.k. tlTil. 38(1; Lock- 
wood, 401.) 

Mr. Phillips declares that, although the Standard Oil Company has no legal 
advantages under the lavfs incoriiorating it, it has practically been aide to monopo¬ 
lize the oil business. Controlling at least 80 per cent of the business of refining, 
it is able largely to fix pri<;e.s. The witness believes that but for the Standard the 
public would have been bettor served, at lower prices. (.'>06. 000.) 

Mr. Arohbold submitted, in reply to tlie evidence of Mr. Lockwood and 
Others, the following statement showing tlie amount and proportion of oil refined 
in the United States by the .Standard Oil Company and liy other refiners dming 
the years 1894 to t808, inclusive. (.000.) 


Yiiar. 


1894 .- 

1895 . 

1898. 

18W. 

1898. 

Total 


Standard 

Oil Co. 

Otlioi 

s. ! 

Total. 

Barrels. 

'Per cent 
' of total. 

Bfirrels. 

Per eont 
of total.; 

Barrels. 


i Hl.4 

4,P.-i.232 

18.8 ! 

iS2,m,Wt 


i Hl.« 

4.(W4.72i) 

1H.2 ' 

22.4JK.771 


! H‘». 1 

:i,.m7]0 

17.» 

19,910,880 

18, Ul,47» 


:i,H7Jl.7(Ml 

J7.f> 

22,018,185 


\ m.7 

3.914.J«)9 

1«.3 

23,014,938 


I 82. ;i 

lll,.591,:i76 

17.7 i 

110,540,939 


3. Competing refineries.—Mr. Davis testifies that there artf about 13 or 15 inde¬ 
pendent refineries in Pennsylvania. They are not formally combined but have 
common interests in pipe lines. They refine alxmt one-tenth of the oil (88* 381 ) 











STANDARD OIL COMBINATIONS:—OUTPUT AND PRICES, 123 


Mr. Lek and Mr. Emery testify that the various independent refiners are not 
at all directly connected with one another, although each owns stock in the vari¬ 
ous independent pipe lines and in the Pure Oil Company, which markets a part of 
their production abroad. It has been proposed to combine the refineries com¬ 
pletely. The Producers and Refiners Pipe Line sella oil to the independent refin¬ 
ers, tiie United States Pipe Line conveys their oil to the seaboard, and the Pure Oil 
Company buys oil from them, Any dividends of these companies no to the refin¬ 
ers as far as they are stockholders. The separate refiners market their own oil to 
a considerable (.itent. Some of them have stations and spisdal agents, but most 
sell to ordinary merchants. 

Mr. Emery adds that tin' various independent rifiiars compete actively \vith 
one anolhei'. both in the domestic; and iii the foreign trade. Although part of the 
e.vport oil is sold through the Pure Oil t.'ompaiiy. the refiners alsi.i sell separately 
in ahnost everv European country. (Lee, fitO.fill; Encry, t!.)(i, 

Mr. MoN'.vrt't testifies that th<‘ Standard Oil Com|iany has practically no oppo¬ 
sition in Ohio from competing pipe lines or refineries. Me ladieves that Scofield, 
Shurmer. and Teagle have some arrangement by which tlu'y are allowed to sur¬ 
vive. Other apparently comiieting comp.anies are under the contiad of the 
Standard Oil Company in one way or .another. (.■IIM. tiS.!. S3t>.) 

Replying to this tt'stimony (on the hypothesis that Mr. Monnett includes in 
Ins .statement the proiluction (d' ci'ude iietrolmnii. as well as its transportation and 
refining). Air. Arohboi.p testifies that in the Lima district alone there are more 
than I,(inn companies, partnerships, and individuals (‘iigaged in producing oil, in 
which the Standard ()il Comiiany has atisolntely no interest whatever. TIktc are 

5 larg(‘ active con<'i>rns refining oil. which the witniess names, be.sides several 
smaller concerns. These comiianies during .0 yi-ars, f om 1814 to 181)8, have done 
a business of 14.817.1111) barrels. 1.743-54(1.) 

Mr. Lee refers to tbe list of independent refinerii'S published in the report of 
tile Committee on Alainifactiires in 1888. Of these he is aware that tlie following 
have lieen alisovla'd iiv the .Standard Oil Company: New York, Borne, Serymeer 

6 Co., Lombard. .Vyeis & Co.: Pittsburg, Be.ir Creek Refining Company. Globe 
Refining Company; Oil City, Keystone (torn down); Franklin, most of tlie refin¬ 
eries slmt down; llradford. no refineries now in existmice; Park<‘rsburg, one 
al>sorl)ed l)y the .Standard: Titusville, Schwartz's. National, iind Wi'.stern refin¬ 
eries eomhi'ned into Union Refining Company, absorbeal by Standard and tom 
down, also International Works torn down; Philadeliihia, Bosshart & Wilson. 
The Standard Oil Company has also leased a numl)er of refineries at high rates 
and tlien shut them down, thus ])aying a Ixmus for idleness. Tlie purpose is to 
ciieek competition. (370-373.) 

Mr. Davis was largely interested in a small refinery at Alarietta, Ohio. It 
handled chiefty Mae.kstiurg oil, wliicli is rich in paraffine and lubricants. These 
liad been sold m con.sideralde ainonnts to the Baltimore and Ohio Southwestern 
Railroad, but it-s managers became interested in the Argan Refining Company, at 
Marietta, and the witlidrawal of its patronage, together witii discriminations in 
rates, which the witness lielieves to have exi.sted, led largely to the closing of his 
refinery. A further difficulty was that the Buckeye Pipe Line Comjiany charged 
3.5 cents per barrel for piping oil from wells owned by the witness and his asso¬ 
ciates in the Corning field, 40 miles distant. The railways also charged a similar 
rate for hauling ernde oil from the field to the refinery.' {;l51-3,53.) 

3. Colorado rejiiuricx.—ln evidenee before the suheommissiou on mining in 
Colorado, it was l)rought out that the refineries handling the product of the oil 
field in that State are forced to sell all their output to a distrilmting company, 
which is only a branch of the Standard combination. Mr. Abchbold, when ques¬ 
tioned on this subject, stated that there was certainly no compulsion, as had been 
charged, njion the refiners to sell to the Standard. He declared that he was not 
familiar with the subject, but the act must be voluntary. Mr. Boyi.b also stated 
that he was not familiar with the situation in Colorado, although he has under¬ 
stood that the Standard does not ihself refine the prodnid of that field, hut buys 
the output of the other refineries. (Boyle, 384; Archbold, .57!).) 

4. Control hy Standard in Canada.—Mr. Gali.. who is a wholesale oil dealer at 
Montreal, testifies that the total amount of refined oil products manufactured in 

* Mr. Ahchhoi.d testifies that Mr. Davis has had practically no exporlence In refininiir oil. He 
has an intorostin a “ little alleged refinery at Marietta." He sought to sell this property to the 
Standard Oil Company, which declined to buy on the ground that It was of no value to it. 
After his appearance beforo the Industrial Onmmission Mr. Davis again olTered to sell the prop¬ 
erty to the Standard Oil Company. Mr. Arehbold suomitted a letter from him regarding thw 
projKiKition, dated .Tuly IS. ISw. together with the reply of Mr. Arch bold deidiniug to purchase 
the property. (Ml).) 
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Canada in 1H!I8 was j,'allons, of a vahioof $1.723,3i);l. TlieStandavd Oil 

Company in .Inly oi'An^mst. 18!)8, swaired comploto control of all the refineries 
in Canada, of which there were .") then in ojieration and 4 temporarily closed. All 
of these e.ycept the former Imperial Oil Company plant and one at Sarnia have 
been dismantled. Mr. (fall believes it po.ssihle. however, that the.se existin;' refin¬ 
eries have almost as i^reat capacity as the old ones, and snfficidnt to refine the 
entire Canadian production of crude oil. In fact. owiiiK to the tariff of .a cents 
per gallon on the importation of oil. it is mindi clu'aper tor the Standard to refine 
oil in Canada. (fiTli.) .. 

Mr. G.al,l. testifies further thathis <’omp!iny formerly handled largely Canadian 
oil, but that since the .Staiidard Oil Comisiny secured control (^f the refineries 
there it has been impossible for his comp.my or ai.y other organization to obtain 
oil from the .Standard Oil Company e.xcept b\’ promising to buy exclusively from 
it. The Istandard Oil Company lias 2 or :i times sent men to the (lall-Sclmeider 
Companv making .such a propo.sition for e.xclusive patronage id' the St.indard. 
(677. 678.) 

Mr. Aurnmii.n te.-tiiies that the condition id' the r dining business in Canada 
ha.s been very much diso.-ganized: that the Standard Oil Companv has compara¬ 
tively recentiy entered the field, and that if now is doing, he thinks, about To per 
cent of the refining in Canad.i, (.‘ird. oT-i.) 

5. Piin'hiisc iff hi/ Stoi/ihinl (hi Compoai/. -Mr. Lki:. Mi'. Wkstii.vtk. 

and Mr. Emekv all testify coiic.-ning the recent attempts of the Standard Oil 
Comiiany to buy our competing u lineries. One main jmrposi' in fhis attempt is 
to secure the .stock held by those refineries in the United Statc.s I’ijie Line and the 
other indeiiendent pipe-line organizations, (^nite high jirici'S have often been 
offered for these properties. !>iit in most cases the owners ha.ve declined to sell, 
largely as a matter of sentimenT. even though they expecti'd to be driven into 
bankruptcy from loiig-coir,timed losses through the competition of the tStandard 
Oil Company. Offers have been made, lilv, Lee believes, to all of the independent 
refineries. 

Throe large independent retiiieries in the oil regions have been bought out since 
189.0 by the Standard Oil Company and have been disinantleil. One of these 
belonged to Mr. liamage. another was the National Refilling Company, and the 
third the Continental Refining Company. All of these were first class and 
modern, but tliey have been entirely disinantleil. To desli'oy them thus was a 
wash' of capital which it had taken years to build, and the inirposeof the Standard 
Oil Company was undoubtedly to destroy their eoniiielition as well as to injure 
the indepenilent pipe lines. All of these refineries had contracts to take oil from 
these nijie lines, and the withdrawal of their [latronage has involved a serious 
loss, since it costs little more to liatidle a larger cinantity of oil through the pijie 
line.s. The Standard declined to sell any of the material of the dismantled plants 
to other independent refineries. (Lee. 28.S. 290: Westgate, :!'((). .'S7I: Emery, 6:77.) 

Mr. Archhou) admits that the Standard < )il Company has freijnently inirchased 
and dismantled plants of its competitors: 

“'We Inive at times bought refineries with the exiicetation of succeeding to tlie 
volume of business done by them. We have universally replaced the cajiacity 
of these refineries by better ones and better-equipped construction at mor-e favor■■ 
able points. We would not buy refineries and dismantle them for tlie ideasureof 
doing it." 

“Q. Incidentally, in connection with that, it might be a more convenient way 
of holding your m.'irkct in a locality when* competition would ftgure't—A. Pre¬ 
cisely." 

Mr. ArchlKild te.stifies fui'thcr that the purchase of refineries in Titusville was 
no exception to the above statement. The SI .andard (til Company utilized the 
property of one of these refineries in c.stablishing a plant in Puerto Rico and of 
another in establi.shing one in Kansas. There is at all times an excess of capac¬ 
ity in the refineries of the country, and the sole purpose in aliandoning any plant 
i« to conduct the business at a p'dnt where it can be more economically done. 
(.572.) 

Mr. Davis states that the Argan Refining Company, at Marietta, was recently 
leased to one of the branches of the Standard Oil Coiniianv at 6 per cent on 
1^.000 for 10 vears. The owners have since practically sold out to the same 
parties, this apparently being due to the suit brought against them for joining the 
trust. The witne.i-'.s believes that he could put ri|i as good a idaiit for §7.7.0(H). but 
he does not think that the Standard Oil Company often pays higli prices for com¬ 
peting plants. He believi's that Scofield. Shurmer & Teazle are making profits. 
(.r)l-.T7;l. 361, :I62.) 

6. Control of eompetition h// pipe. (tHCT.—Several witnesses testify. diVectly or 
by implication, that one of tlie chief means by whicli the Standard Oil Company 
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haa been cuableil to ilrivc ont coiiipotitora has been its control of tlio pipe line.s for 
lipdling crude oil. Compare on this .subject the tostiniony under the headings: 
Pipe Lines (pp. 1 ( 1 '), lOfl); Kailwa-y Discriinination.s (pp. l.'ja-].5.5.) 

Mr. Davis, who is inti'rested in wells in the new Corning field near Marietta 
and in a refinery at Marietta, testifies that the price of tlie Corning oil is fi.ved by 
the pipe line at IT cents less than Macksburg oil, although it is in some ways of as 
gotMl (piality. Till' witness desireil to [lipe oil from his wells to the refinery at 
Marietta, but was (diarged 85 cents per barrel pipagi', the ordinary rate throughout 
the oil fields lieing 80 cents. Practically he was forced to sell oil at the Corning 
field to the pipe-line com]>any and to buy from it oil of about the same ipiality at 
IT cents more. Tliis was one means used by the Standard Oil Company, appar¬ 
ently, to drive his refinery out of busine.ssi (858.858.) 

T. rti(> MntUmi'x cn.sr.—Mr. Lockwood refers to the case of Mr. Matthews, of 
Buffalo, and the alleged con.spiracy of the Standard Oil Company to blow up his 
refinery, but does not state the facts iti detail. He refers to the fact that Mat¬ 
thews's partner, who had been bribed to la-tray him, was kept under cover for 4 
years, with an as.sumed name, but finally confes.sed to Matthews. Matthews 
secured veriliets for s;8T0.0(K) against the Standard Oil Company in civil damage 
.suits, hut his creditors, mider the receivership to which he was forced to submit 
had to settle for .iilT.OOll. (:!Hi).) 

Mr. Aucuboi.d submits a detailed statement of the facts concerning the case 
referred to by Mr. Lockwood. In I8.S1 Matthews and two others were confiden¬ 
tial employees of the Vacuum Oil Company, whose chief officers were H. B. and 
C. M. Everest. The Standard Oil Company was interested in the stock of this 
conipany, Ijtit had no control of its affairs. Matthews and his tissociates con¬ 
spired to leave the employ of the Vticnnm Oil Coinpitny and to estiiblrsli a small 
business in Buffalo, taking advantage of tlieir knowledge of the lu'ocesses and 
patrons of the Vacuum Oil Coniiiiiny. ;ind e.xpecting that that c(uupany would be 
forced I o buy them out. The Vacuum Cojnpany brought .suit for infringement 
of its patents. At this time one Miller, who had left with Mattlietvs. was reem- 
])loyed, at his own sitlicitjition. by the 5^acunnt Comtiany. Lttter. however, he 
agtiin l(‘ft this compttny. went over to Matthews, and thivuigh his statements an 
indictment was brought by the grand jury against till the directors of that conipany, 
charging it witli cous])iracy against the Buffalo concern. The htilance of evi¬ 
dence in the i-ase was overwhelmingly in favor of the Vacuum Company. The 
judge held thtit tliere wjis not any evidence against tlie direefors bi-longing to the 
Standard Oil Company ami directed the jury to acquit (hem. but Messrs. Everest 
were held guilty by the jury, plainly under the influence of the plea of the di.strict 
attorney. Mr. Archbold di-clares tluit fill the charges concerning the attempted 
blowing up of the Buffalo works are the luirest fiction, and submits a copy of 
an affidavit signed during 188S by (1 of the jurors in ibe case, stating that it was 
not their intention individually, nor,as tlu-y bidieve.the intention of the jury as 
a body, to hold the defendant guilty of conspiracy to destroy tlie Buffalo'works, 
but that tlie conviction was ba.sed on the enticement of Miller from the employ of 
that company. These jurors al.so recommended that the puni.shnient be limited 
til fine without imprisonment. A note is aiiiieiided to the signature of one of the 
si.-c. saying that he swore to the reconimendation only. 

The statenient that Matthews secured civil verdict's for 8850,000 is untrue. He 
bi ought a suit for ,S'80,000. and the judge set a.side the vi-rdii-t of the jury granting 
that amount as e.vcossive. He later brouglit suit for ,8850.000, which was never 
brought to trial. Mr, Arclibold does not know concerning any settlement that 
may have been made of this suit out of the courts, (.5.54-550.) 

B. Effect of combination on prices.—I. (h’ueml xtuthtii-x.—WX the witnesses testify¬ 
ing 111 opposition to the Standard Oil combination e.xiiress the opinion that it baa 
not reduced the price of refined oil as compared with crude oil to any such 
degree as would be tin- ca.se under open competition. Tlicy esnecially argue 
lat cate niust be exeri-ised against the fallacy of failing to di.stingui.sh between 
tne^ieduction of the price itself, which depends largely on the iirice of crude oil 
iind that of the margun between refined and crude. Tlie reduction of this margin 
IS generally admitted, but it is declared to he by no means conimensiirate AVitli the 
iiiiprovementa in the processes of refining. The greatly improveil uses of by¬ 
products are csiiccially pointed ont as having made prasible a iiiucli greater 
reduction in prices. 

On this laiint of the the effect of combination on prices, reference should be 
mu*/ ui the table showing the prices of crude and refined oils on jia.ges 13T and 
188 (noting that alwmt 84 cents per gallon is to be subtracted from the price of 
retlned oil as representing the value of the harivl). A clear view is obtained by 
-consult mg the diagi-am in the Introduction. 
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It is to be observed especially that the prices of refined oil given in the tables 
ordinarily quoted are the export prices at New York. Export oil is of a somewhat 
lower grade than the water-white oil used in this country. 

According to Mr. Boyle s testimony there are no satisfactory records showing 
the price of water-white oil in this country. The price varies from .place to place 
according to the coat of transportation, .special contracts, etc. The witness 
believes that it it were possible to find some one standard market in this country 
where a record has been kept of the price.s of a standard grade, such as water- 
white oil, from yi'.ar to year, these figures would give a fair basis for judging tint 
influence of the Standard Oil Company upon Amerii^an consumers. Cincinnati 
was suggested as a point where such records had been to some extent maintained. 
(447, 448.) 

2. StaU’iHciitx of opiMiiu'ntu of comhinofioii.—lii addition to the'’geueralopinions, 
alxive-referred to. as to the effect of the Standar<l combination on prices, specific 
statements were made as /ollows: 

Mr. Lee believes that the cost of refining lias fallen during the past 20 or 2.') 
years from 2( cents to one-half cent per gallon, while the margin of difference 
Iietween crude and refined has fallen little. The prices for refined oil fixed by the 
Standard are not based on the cost of refining or of crude oil. but are entirely arbi¬ 
trary. To a considerable I'xtent. probably, it sells oil aliead and afterwards puts 
up the price of crude, so that its competitors will not be able to meet its prices for 
refined. (27,5. 270.) 

Mr. Bice declares the claim that the Standard Oil Company has reduced the 
price of refined oil to be absurd. Mr. Tburber's comments on this point (j). 129) 
pay practically no attention to the influence i if the iiriee of crude oil uiion retim'd. 
There w.as a reduction in the price of refined oil fromtil tci'iitsiri 1861 to 261 cents 
in 1870. before the Standard Oil Conijiany came into existi'iice. Mr. Rice also 
dwells upon the gre.at difference between the prici* of export oil and that wliicdi 
domestic' consumers have to pay. During the severe' competition in forengn mar¬ 
kets in 189(! the' price of refined oil to rc'tail dcailers in Nc'w York was 94 cents 
per gallon, and that of ex])('rt oil 41 c'l nts per gallon. In 18112 oil was selling in 
Texas, Utah. Idaho, and other Western State s at four limes the export price, and 
in many nearer States, such as Missouii tind South Carolina, at double the' export 
price. (782. 724.) 

Mr. Paoe declares that it is unfair for Mr. Rice to compare the exjiort prices 
of oil, which arc prices jiractically at the month of tlie refinery, with those at 
distant points, where the freight rates and exi>«'n.se.s of distribution are high. He 
says that it is the general policy of the Standard to reduce the cost of refining 
in every way and to sell as cheaply as ixissible. with a view to increa,sing the 
demand ,of the consumers bv lower pric'es. (791.) 

Mr. Westoate testifies tliat the reductions in the' price' of refined oil are not 
due simply to the advantages of the Sttindard Oil Companyin pr'shu-tion. In the 
early days the by-products—benzine, gasoline, tar. c'tc.—were entirely worthh'ss. 
They constitute alamt 20 pi'r (cent of the crude product and are now worth about 
as much as refined oil. The cinotations of prices ordinarily given are those in 
barrels at the seaboard. The barrels were formi'rly worth $2 or §2, now 88 cents, 
which makes a difference of about 2 or 4 cents per gallon in the iirice of oil The 
export price, moreover, gives no information as to the average prices ri'ceived 
in this country. When a cut is made in the exiiort oil it may easily he offset by 
increasing prices of domestic oil. Nevertheless, the witness believes that the 
Standard Oil Company employs the best brains in manufacturing oil and has 
brought forward many improvements and inventions. But if tlie company now 
possesses any superior methods, the independent refiners do not know it. -The 
independents canjiroduce as gwxl goods, and as economically, the witness believes, 
as the Standard Oil Company. (271,372.) 

Mr. Emery believes that the people generally would get oil at .50 per cent less 
than at present if there were active comiietition over tlie entire country. In 
another place he estimates that European consumers get their oil, quality con¬ 
sidered, 25 per cent cheaper than the average American consumer. 

The witness has bought refined oil in California in cans at 20 cents iier gallon, 
of precisely the same quality that he was selling at his factory in Pennswvania 
for 44 cents. Similarly he has Isiught gasoline at 25 cents per gallon of a kind 
which he was selling at 4 cents. The freight, according to oiien rates, from 
Pennsylvania to the Pacific coast is about 64 cents per gallon, allowing for leak¬ 
age and other losses, so that oil might be sold there at from 10 to 12 cents jier 
gallon. The witness does nht know what iiroportion of the prices charged was 
the retail dealer's profit. (639, 633, 633.) ,, 
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Mr. Monnbtt admits that the Standard Oil Company has taken advantage of 
various improvements in production and transportation—pipe lines, tank cars, 
development of hy-products, etc.—but declares that it can no more claim to have 
reduced prices by its own efforts than to have reduced the price of calico from 75 
cents to 4i cents [ler y.ard. It has been profiting by many milli ons through non-com¬ 
petitive prices, notwithstanding' such general decrease in price. (1117, aiH, 533.) 

‘ ;1. ('rtiwdfl.—Mr. Gai.i. submitted a statement of the prices which he paid for 
refined oil at St. Johns, Quebec, before and after the Standard Oil Company 
secured control of the refineries of Canada (Angu.st, 18U8). The price, delivered, 
ranged from 11 to HI cents between September, 18«3, and June, IWW. At the 
latter date it was 13*. Since then the Standard Oil Company has raised the price 
to 17* cents. The price of crude oil in Canada has not risen with siudi rapidity as 
in the United States. During lH!t8 it stood at $1.4(1 per l)arrel. and in June, at 
,$1.4,5. It lias siiKa'heen raised to $ I.(id, but this represents an increase of oidy one- 
half cent per gallon during a time-when refined lias been raised 4 cents. The 
increase in the price of crude lias lieim made with a view to encouraging produc¬ 
tion, since it is cheaper for the Standard to refine Canadian oil, on account of the 
tariff on importation. ((174, (17(1.) , . , . 

Mr. (lAl.h aftrilintes the high prices of oil in Canada largely to tin- tariff on 
refined oil, which is now 5 cents pi-r gallon, having been reduci'd .somewbat by 
the last Conservative government in 181W. The pro,sent Liberal goveriiiiieiit has 
proiiii.sed to remove the tariff altogether, but has so far faihsl to do so. The tar¬ 
iff is exiiessively high. The co.st of Cliio oil at Toledo ranges from 3 to 5 cents, so 
that the tariff is fiillv H)0 iier cent. The rates on other coniiiiodities under the 
Canadian tariff are from 10 to .50 iier cent. The only remedy for the monopoly of 
the Standard Oil Company and the maintenance of excessive prices is the removal 
of this duty. 

Owing to the likelihood of the removal of the Canadian tariff on oil, it is coii- 
■sideriMl a very ri.sky invi'stineiit to establish a refinery there now, since without 
the duty it would 1 k‘ entirely unprofitable. Nevertheless, the Standard Oil Cloin- 
pany has made enough profit from the Canadian business to cover the cost of the 
refineries it purchased. (ilsiMtS'f.) 

4. (Umrml rcp/f/ of Sfomlorti'K —Rt'plying fo the above testimony 

that the Standard Oil (knnpaiiy has not biwered prices to con sinners, Mr. Arch- 
BOLii reft'i’red to the table showing the comparative prices of cnnhwuid refined 
oil silicic IH70 as ])roving the contraiy (pti. 137.138). He also .snbniitted the fol¬ 
lowing tables showing the average prices of oils in New York. Chicago, and Ciii- 
ciimati as proving the same point. ((>.54-548.) 

Ai'enigc prices reecired for delirriies of stnndxml white illuminaliiig oils at A’cjo 

IVn’A,' (’ill/, Chicago, III., and Cinriiinati, Ohio, daring gears /.W.5 to ISXi, 

haiusire. 


IPi’icos given are coats per Kallou in balk, e.vcUisive nt the iinckagic 3* coats per gallon added 
will give average price, mcluding barrel.1 

NBW YORK (.3TY, 


Year. 


Mdiitb. 

iw.i ]m. 

1887. 

\m. 

1H8SI. 

IS‘I0, 180I, 

1802. 

1898. 

WM.jisir,. 

1896. 

mfl-. 

ISW.118l». 


«.4() 

r>.6:{ 

5.;w 

5.62 

4.66! 4.47 

;i86 

1 1 

.5.:40i 4.0:1 4.50' 4.99 

3.:io 

305® 4.28 


(Uml (L47 

5,52 

5.4r 

.5. .57 

4,87 4.44 

8.77 

5.011 4.00 4.42; 4.8S 

3.31 

3.0»i 4.34 


ft.W' 

5 45 

5.41 

5.44 
.5,17 

4,6J 4.42 

8.88 

4.87i 8.7:1 4.50 

4,78 

;i.4;j 

;4.80l 4.01 


«.(«, 5.«i 

5. (»■ 

f). cV) 

4..54! 4.4.‘- 

8.77 

5,42 

4.92 6,53; 4.4f 

8..5H 

;i62! 4.08 


fi.Wii 5.8H 

5 21 

.5.54 

5.01 

4.40; 4.44 

;i.57 

6.31 

4.26i 4.96 


3.W 

3.62 4.05 


fj.WJ 

4.7;: 

5.5t 

4.82 

4.:42 i.iy 

;i.u8 

5,1(1 

4.7;i 4.55 

4.4( 

3.55 

3.53 3.98 

July. 

5.8M hM 

4 H.5 

5.41 

4,81 

4.72I 4.1;: 

:i21i 

5.07 

4.29 4.49i 8.61 

:i.8i 

3.96. 


«.(IH ft.CT) 

4 71 

4 52 

4.81 

4.81 8.W 

3.25 

5.01! 

;iHH 8.79' 3.47 

;i» 

4.65;. 


fi.l] 5.<12 

4.67 

4.7f 

4,7> 

t.sil 4.(» 

;i.2i! 

4.6(! 

:i.H7 :i.H0i 3.32 

8.]^ 

4. (el. 


«.5.46 

4.61 

4.H3 

4 72 

4.85' 8.07 

8.27 

4.4t 

3.87! 3811 37( 

8.0( 

4.221. 


«.6ll 5.41 

4.67 

5 (K 

4 K 

4.87! aOfll 4. lit 

4,:m 

8.81i 4.65 
3.78| 6.06 

:j.7( 

;i.05 

4.10i. 

Decomlier.. 

6.47j 5.4''i 

4.64 

.5.1( 

4.77 

4,60| ;i.70i 4.;i7 

8.71 

;i.44 

8.26 

4.16. 

Totftl ymr. 

6.21] 5.77 

5.01 

5.01 

5.01 

4,67; 4.11 

8.61 

4.78 

4.1)7j 4.ai 

3.96 

3.31 

3.79. 
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_— 
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Average prices received for delweries of stondard white illuminating oils at Neiv 
York City. Chicago, III., and Cinem)iati, Ohio, ffc.—Continued. 

CHICAGO, ILL. 


; 18Hr».; mk 1887. 18K«. 18811, 1890.' I81IJ. 1H92.| IH93.I ISW. lWtt. 180(1.; 18W. 1898. 1899. 


January . 

February.... 

March. 

j^ril. 

May. 

Juno.. 

July.. 

August. 

Soptonihor ... 

October. 

November.... 
Decoml>er -... 


.: 4. Hll- ( 

.I 4.881 j 

.( 0.07' 1 

. *». OO! / 

_: 4.9:1| i 

.: 4.80' 

.' r,.a)h 

.; 5.21' ‘ 

.I 

.' .5.70] - 

.' 0.04 • 

.. 0.09: ^ 


' :>.(« 4.051 3.8:^: 3.51' 3.58; 

: 4.811, 4.34! 3.7i;: 3.0:1 :i.09, 

4.81; 4.04! :i.74 :i.5r' :i.r)7 

i 4.811 4.01 :i.:i8 :i.47! 3. .54 

4.94 4.(t8l :i,38 ;1.7.5' :i.34: 

4. S3. 4.(H) :i.7o 3.51 

4.'85 4.(Ki ;i..l3 ;i.(i.5 3.1.5' 

4.:iii ;l.89; ;i.:i4 :i.(»9 3.51 

i.'.ii 4, i;ii :{.39 :i.vA :i.73 

4.;m 3.97, :i.:i8 :i.50 3.47 

4.97 4.0:4 :i.4o ;i,o:i 3..>t 

4,18 4.04 :140 3.80 :i.30 


:1.17, 4.99. 3.00 
3.09, 4.53, iim 
4.08 4.13! 3.99’ 
4. He; 3.89! 3.0:4 
3. iff :{.75 3.84; 
4.00 3.47, 3.79 
:i.04' :.{.18 2.77' 
:}.35' 3.35; 3.79 
:i.30 :i.:4il 3. so 
:i.74 :i.34 3.5:) 
4.41 :}.09: 3.78 
4.89 :}.13 3.80 


Total year .| 5.4oj r).3l| 4.07! .5.14 5.10 4..59 4.01, :t.48 3.57; :i.57' :t.9« ;i.05 3.93 


2.77( 3.18 
2.83: :i.80 
3.971 

:{.09; 3.5:1 

;i.04' :i.5.3 
:i.04: 3.53 

:{.o:4. 

:i.(«_ 

:i. 19. 

:i.4:{. 

:i.49. 

:i.5o .... 


CINCINNATI. OHIO. 

_ 

January.. 4..50 .5.81' 4 .OI 1 5.(4 4.80 

February. 4.01 .5.73; 4.0;ii .5. ,34, 4.95 

March. 4.80 . 5 . 39 ! 4.44' ,5. i:i 4,90 

April.. 4.73 .5.10, 4.47! 4 . 8 OI 4.90 

May. ., 4.(Hi 4.Sr>! 4.41 4.7(5! 4.S(i 

June.; 4.59 4.7.5i 4.4:1 4.(i0| 4.81 

July.: 4 . 9:1 4.71| 4.:i3 4.05 4.75 

Auffuat.; 5.00 4.70; 4.35 4.4:4 4.9:i 

September. 5.34 4.081 4.30 4.70 4.98 

October.5.4:1 4.00 4.3:1 5, os 4.'to 

- ^ ^ ^ j,, 

4.05 4.74 4.5W 

4.40 4.87 4.S9 

To the statement tliat W(‘n-* it not for tin* existence of tlie Standard Oil Com¬ 
pany consumers would get oil at a much lower price Mr. Auchiioij) rt'plics tliat it 
would evidently tend to increase prices if two-thirds or three-fourths of tlie active 
capital and equipment eng«ag(M in n^tining should he withdrawn, and also that 
the opponents of the Standard are inconsistent in testifying that at existing prices 
the independents can not make a fair profit. If it is trne. as claimed hy Air, Lee. 
that the Standard makes §1.50 to §3 on every barrel of oil. while the independents 
would be satisfied with 10 cesnts. the* independents are not now efticient servants of 
the public. (58i,5;13.) 

In reply to Mr. LcCh statement that if there were .50 concerns (engaged in man¬ 
ufacturing petroleum just as wide markets would k' obtained tlironghout tlie 
world asat present, whih* consumers would securi* as low juices and all r(‘finers 
would make a fair profit, Air. Arciiikuji submitted a list of 00 refineries no 5 v 
existing indepemlont of the Standard Oil Company, tlieav(‘i-ag(‘ duration of ((pi'r- 
ation or which has befui 14 years. (540-543.) 

Mr. Abchbold further (*xpress(.‘s tln^ ojunion that tlie Standard Oil Company, 
notwithstanding the fact that it controls jnore than HO ]>er cent of tin.* refined'^nl 
production in this country, is unable p(*rmanently to f'xact (‘xcessivt* prices. H(‘ 
admits that it might temporarily have such power, Imt d(:*clHreH that if it exer¬ 
cised the ix)5ver injuriously or arbitrarily the combination w'ould lose business 
and jierhaps jirovoke heavier comi>etition. He ]iop(*s, and on the whole hedievts. 
that the Standard Oil Company is ahh^ to get pric»‘s higlnu’ than it could do nnd(n’ 
severe competition, admitting that theri^ is a c(*rtain amount of monopolistic 
power coining from the aggregation of capital itself, lint he adds that this monop¬ 
olistic power is very slight at pres(mt. The l(‘ss(Tied cost of doing business on a 
large scale more than compensates to the consmn(T. in Mr. Archbold's opinion, 
for the monopolistic power of getting higher prices. Part of Mr. Archbold’s tes¬ 
timony in detail is quoted below: 

‘ ‘ Q. Now, the general resiilt, then, is this: By virtue of your greater power yon 
are enabled to secure prices that on the whole could be ('onsidered steadily some¬ 
what above competitive rates?—A, Well, I hope so. I tUink-we have better mer¬ 
chandizing facilities, better marketing facilities, bfdter distributing facilities, and 
better talent than a competitor can have. 
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Q. I am not askinj? with referonce to your pow(‘r of making j>r()tits, but it is 
with reference to getting the prices from the consumer.—A. Prices are what make 
tile protit*. If we liail a tietter averagt' price, we (umhl get a better profit. 

••Q. You think, generally speaking, that you get prices for oil slightly above 
competitive pric^es?—A. Well, I should think so; I could nt)t answer—that is a 
very general qnesthm and very difficult to answer. I co ild not answei- that .sjjo- 
cifically. I liope tlnit we do. 

Q. 'of (course, in this investigation we are seeing if we (;an get some giuienil 
principles on which legislati(Ui might be based, and tlc'se (piestions are to bring 
out. if we can. the power that so great an organization lias in fixing price's. Would 
you say: then, that in the case of an organization that controls perhaps 80 per cent 
of the markets of the (anuitry tliere ic a monopolistic element that enters in 
which cTialdes tliem to hold prices above the regular rati'V Is there a monopolis¬ 
tic powi'i- that comes merely from the powej- of (Capital itself?—A Undoubtedly, 
tiiere is an aliility. and wlum tliat aliiiity, as I have said, is unwisely used, it is 
sure t«) bring its own defeat. 

If that ability goes to get an »*.xorbitant price, of course it will invite com¬ 
petition, but when that ability is kept within modest limits, would you still say 
that it was in thi^ power of such an organization togettlie benefit of the monoiio- 
iistic power that comes merely from the power of ca|_iital itself?—A. Well, I slionld 
say that that would be a very restricted power, a very restricted limit. The com- 
petilors in this <a)untry are very active. 

Q. What?—A. The competitors arc very active: lh(*y are alert at all points with 
their small offi'rings in tli<> hope to find just such a condition as you describe. 

“ Q. Certainly.—A. But, as J say, as business is and as it has been for many 
years, we could not have that ability to any consideralde extentas merchants. 

*• If the ability were operative only to a slight extent, would it still be enough, 
do yon think, to make a <litt‘eren<*c l)e*twcen what we may call a moderate divi¬ 
dend. say (i or 7 pei‘ cent, and a pr(*tt.v high dividend of between 15 and 20 per 
cent?- A. W(‘l], tliat involves so nice a qut'stion that I could hardly undertake to 

answer it: hut ginuTally. as to tin' effect on the eommunity. 1 should say- 

(i('nerally on the price.s in the United States?—A. I slionld say that the 
lesseiK'd I'ost incident to doing Imsiiu'ss in a large volume would more than com- 
pinisate the consumer for any ability in getting liigher prices. 

Q. Then, tliat leads to this ]K)int, wbetlier Uu' large capital does itsidf give an 
organization tin- ]>o\ver to get a somewhat liigher price than it could in the mar¬ 
ket providi'd tin- competitors were substantially eipial in powiu*?—A. Oh, it may 
be so; hut that is a difficult (piestion to answer." (ofiD, 570.) 

Mr. Thcuukr (*xpresses the belief that the reduction in the price of refined oil 
was from 25.7 cents in 1871 to 5.7 cents in 1808. This is attributable partly to 
increas<*d ])roduction of crude oil. but more largely to improvements in inanu- 
faidiire and trans])ortation attainable only through aggn^gation of caiiital. (4.) 

Mr. Bovm-: lielieves that the Standard Oil Company has iMien honencial to the 
prodiu'.ers as a whole and to the public generally. Tlie producers now are pros¬ 
perous and satisfied with the prices they art' obtaining. Without the organiza¬ 
tion of the Standard Oil Com]>any the business could never have been developed 
as fully as it lias been, tlirough tlu' siiptidor organizing and inurkctiiig ability of 
tilt'combination. (488'41H).) 

C. Cost and profits of refining—By-products (see also Dividends, p.l)‘.>: Economies, p. 
180).—Closely (|onnet'ttd with the snbj(*ct of ])iices is the cost of refining and 
the rate of profit. Opponents of the combination htdieve that it makes excessive 
profits on t'Hcli liarrt'l of oil refined, and confirm tliis by iMiinting tt> the high divi- 
(It'nds and tlie great value of the stock of the Standard* Oil CNunpanv. 

Tims Mr. L|‘:e testifies that with refined oil selling at O.V cents in New York, as 
it did in 1800. the Standard Oil Company should have re<*eivod a profit of nearly 
100 per cent above the cost of refining. The witness believes that the Standard 
now mak<?s from §1.50 to §2 on every barr(d of oil. The diffcii’ence in price between 
crude and refin(:d oil dui’ing the past 20 yi'urs has deor(*ased only slightly, while 
the cost of refining has fallen from 2.} cents to less than one-half cent a gallon, so 
that lu’ofits have greatly im^reasod. (200. 278. 275,276.) 

Mr. Phu,LIPS estimati's that the Standard Oil Company has made an average 
profitof $l iHU’ barrel on all oil produced during it.s existence. He declares that its 
e.xisting plants have j)ractically been paid for entirelv out of its profits. The value 
of its stock is nearly $500,000,000, and the number of barrels of oil produced during 
the past 17 years is about 500,000,000, these figures representing to the Standard a 
profit of about $1 ptu* barrel. The average price of crude oil itself has been only 
about 00 cents. Mr. Iffiillips, like Mr. Lee, declares that the independent refiners 
would be satisfied with a profit of 10 cents per barrel, whioli is more than they 
83a— PT i-!) 
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earn now. He admits that the higher profits of the Standard are partly due to 
superior utilization of by-products. (590, .501, 603.) 

Detailed estimates as to the cost of refining and the margin of profit were not 
presented in evidence. Several witnesses pointed out that the by-products of 
refining, which are of great value, must be con.sidered, and that they complicate 
the calculation. (Seep. 133.) 

Mr. Wkstoate. an independent refiner, testifies, broadly, that the cost of refin¬ 
ing oil is alsiut one-half cent per gallon, but adds that where crude oil is 3 cents 
and refined oil is sold at 4 it does not follow that the clear profit is <me-half cent. 
There is a loss of <iuan^ity of from .5 to 7 per cent in refining, and some by-jiroducts 
of lower grade, are sometimes worth as much as refined oil, but sometiines less 
(368.) 

Mr. Monnett states that it has been brought out repeatedly in the Ohio .suits 
.and trust investigations that refined oil could !)<■ delivered in Ohio at a cost of 4 
cents a gallon or even lower. (315. 316.) 

Mr. Bice declares that from ISTI to 18.66 the cost of refining oil did not e.xceed 
1 cent per. gallon, from 1880 to l,s!)0 on(‘-lialf cent, and since I8!l() oiKcfourth 
cent, although to the average independent refiner the cost has been about one- 
eighth cent higher than this. He states further that during the jiast 10 years oil 
could have been sold in this country, on the average, at 3} cents jier gallon. Ht* 
calculates that the market i>rice of crude oil has averaged only IJ c(‘nts per gallon; 
that the cost of local pipage and pipage to tin* se;iboard has not exceeded one- 
eighth cent each, while he adds one-fourth cent for the cost of refining, and (jne- 
half cent as the average r;ite of freight paid by the Standard Oil condunation to 
interior places. Thi; Standard maka.s a still higher iirolit on oil refined from Ohio 
entde, which costs very much less per barrel. (73.5.) 

Mr. D.wis states that the cost of find and some of tlie chemicals used in refin¬ 
ing has bei'n considerably less during tlie jiast 3 or 4 years than before. The 
independents tlieniselves Imy their sulphuric acid (diietly from the Standard Oil 
Company, which fnrnislies it cdieaper ttian other dealers. Twenty years ago the 
by-products, lienzine, tar. etc., were largely thrown away, but they are now often 
worth more than the refined oil. (3.58. 3tt(t.) 

Mr. Arciiboi.d te,stifles that the improved methods of utilizing liy-iiroducts in 
recent years have gi'eatly increa.si’d their sale, and that tlu>y siitistantially equal in 
value tile refined oil itself. On itstieing pointed out that imtwithstanding the 
increasial profits from this source the margip of price lietween refined oil and 
crude oil bad not been materially decreased during a numlier of years. Mr. Arch¬ 
bold states that there isa point belowwhicti itis not nossilile to reduce)jrice.s,and 
that, in his opinion, the profits of the Standard Oil (‘onipany have not increased 
during the past 6 years. He also states tliat in calculating tlie profits of refining 
illuminating oil is not considered by itself, tmt tin* valin* of all products jointly is 
taken, the price of each being fi.ved according to demand. (.576, 571.) 

VI. ECONOMIES OP COMBINATION AND CONSEQUENT ADVAN¬ 
TAGES. 

(Sec also Prices, p. 135)' 

A Generiilly.—Mr. ARt'tmol.n declares that large corporations are necessary, 
especially in view of rapidly growing foreign commerce, anil maintains that the 
Standard Oil Company has done verymucti to develop foreign trade in petroleum. 
It has also been beneficial to the consumers generally in furnishing tliem goods of 
vastly improved quality at greatly reduced prices, and in distritmting oil to'the 
most remote sections of the country promiitly and ctieaply. During the early 
years of the petroleum industry the methods of production, manufacture, and 
transportation were very crude and the average ipialitv of oil unsatisfactory. 
The Standard Oil Company brought to the tmsiness ainpie capital, employed the 
best possible talent in all branches, used the most i)rogTes.sive methods and the most 
perfectly equipped and favorably hxiated refineries, and inaugurated new systems 
of transpirtatiou. One of the chief advantages of combination is that the beat 
formulas and iirwiesses can be employed in every one of the separate establish¬ 
ments. (.563-.564, .580.) 

Mr, .JoH.N D. Kockeeeij.er, in an affidavit, replying to inten-ogatories from the 
commission, states: “ I ascribe the succe.ss of the .Standard to its consistent policy 
to make the volume of its business large througli the merits and cheapness of its 
products. It has spared no e.vpense in finding, securing, and utilizing the best 
and cheapest methods of manufacture. It has sought for tl/e best superintendents 
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and workmen and paid the best wages. It has not hesitated to sacrifice old 
machinery and old jdants for new and better ones. It has placed its manufac¬ 
tories at the points where they could supply markets at the least expense. It has 
not only sought markets for its principal products, but for all possible by-products, 
sparing no i\xpeiise in introdmdng them to the public. It ha.s not hesitated to 
invest millions of dollars in methods for cheapening the gathering and distribu¬ 
tion of oils by pipe lines, special cars, tank steamers, and tank wagons. It has 
erected tank stations at every important railroad station to <dieapen the storage 
and delivery of its products. It has spared no expense in forcing its products 
into the markets of the world among people civilized and uncivilized., It has liad 
faith in American oil, and has brought together millions of money for the pur¬ 
pose of making it what it is. and holding its nnnkets against the competition of 
Russia and all tlie many conntrie.s wliich ,are producers of oil and compptitor.s 
against Amcrit'an oil." (7it(i.) 

Mr. Royi.K belii'ves that the success of the Standard Oil Ci'mjia.ny proves that 
it was tile fittest to survive, and that its methods have bi-en most skillful. There 
was notiiing t’O yi'ars ago to luevcnt other organizations from being'formed to 
control pipe lines and to devi'lop the oil bu.sine.ss, but they I'ailed to do so. The 
Standard then invested .S:!,d(ld.lH)l) in one pipe line, incurring " hat was considered 
a \evy great risk. Its officers had the courage, energy, and ability to strike out 
whine others feared to enter. But the )ii]ie-line system l.as been only one factor 
in the success of the Standard Its greatest snjieriority has lieeri in its ability to 
market its products, in its organizing meivantile eatiaeity. Mr. Boyle does not 
consider ttiat the Standard Oil Company is esiiecially ..nperior in its metliods of 
mannfaetnving. Neitiier the Standard Oil Company nor the indeiiendeiits have 
tile luoiiopoly of inventive genius. The Standard. Iiowever. is entitled to more 
credit tlnin it lias receii ed for its aciiievemeiits in refining Lima oil satisfactorily. 

The witness helieves tliat the ability of tlie Standard Oil ('ompaiiy has had a 
great infinenee ill making the oil linsiness as e.vtmisive and prosperons as it is 
to-day. Witliont this organization tlie linsiness would lie i-arried on on a mncli 
smaller scale. 

B. Transportation, and location of rodiiories.—Vfr. Donp. soliieitor of tiie Standard Oil 
Comiiaiiy, in Ids .stateiiieiit siiniiiiarizes the advantages of tiie methods of the 
Standiiril in regard to transportation as follows: 

"1. They have elieapeiied tran.siiortatioii, lioth local and to the sealioard.bv per¬ 
fecting ami e.vti iidiiig tile |ii]ie-liiie system; liy eoiistrnetiiig and supplying cars 
by winch oil is sliitiped in bnik; by imilding tanks tor storage of oil in Imlk; by 
purelia-siiig and perfecting teriiiiiiai facilities for receiving, iiandling. and resiiip- 
ping oils; liy imreiiasing and Imilding steamers and lighters for river and harbor 
service; by Imilding wliarves. docks, and w;p'elion.ses for foreign sliipments; by 
pureliasing and imilding ocean stivimera for carrying oil ill bulk, and by cii4iloy- 
iiig in foreign countries tlie same special metliods for storing and transporting 
oils ill bulk, by wliicli means alone tlie markets of Eiiropi' an* to-day held for 
American oil against Russian eompetitioii." ) 

Mr. BiiOKKFKr.LKH and otlier witnesses emplia.sizii ttie economy of tiie pijH’-line 
system, ,and tlie need of large caiiital to make it snecessfnl. (See jiji. Ull, l().o.) 

Mr. Dopi) states tliat some of tlie refineries wbieli entered the Standard Oil 
Trust were abandoned becau.se of iinsatisfactory location or ill adaptation for the 
desired work, being replaced by others at more convenient locations, and superior 
plants. In fact, during the past IH years ail tlic plants of the comliination have 
been practically made over and rendered more effective. (7!W; .see also, as to dis¬ 
mantling of refineries." p. 124.) 

Mr. P.vfiK urges witli special emphasis that the Standard Oil Company has con¬ 
siderable advantage over its competitors in tlie cost of transiMirtiiig oil liy rail, 
owing to tiie fact that it has many refineries in different jilaces and can supply the 
consumer from the nearest point, while the owner of a single refinery has to ship 
much longer distances. The point is made in reply to charges that the Standard 
secures lower freight rates tlian its competitors, and is more fully summarizeil 
under the heading "Railway discriminations'' (p. Uil.) 

Mr. Lee liclicvcs that oil can lie refined clieaiaT in the interior than on the sea¬ 
board. Land, labor, and fuel are all cheaper and water is abundant. (2(18.) 

Mr. Emery testifies that the Standard Oil Company has in recent years been 
inclined to rebuild refineries in Pennsylvania, and to do a relativelv small propor¬ 
tion of its business near New York and elsewliere on the coast. Fuel is cheaper 
in Pennsylvania and it is in every way the proper place for refinintt oil. The 
Standard Oil Company has spent millions in new plants in Philadelphia and also 
in the oil districts. (()4i), (i.'iO.) 
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C. Processes,—Mr. Doj)i,) .summai’izre t)i<‘ advantat'cs nf ('imilriiiutioH in rojfard ti) 
tile processes, etc., as follows: 

■' By nnitin« tlie capital, .skill, ami acts, ami the various processes ami iiatents 
of a number of persons, as well as their .secnR processes ami by building up man¬ 
ufactories on a more extensive and perfect scab', with improved mai’hiuery and 
appliances, ami by locating them in the cenlers of the trade (hey weri' intended 
to reach, the manufacture of oil has been much chcapemal and'improved. 

"By spending large sums in the ini’estigation of methods of utilizing Ohio and 
Indiana oils, ami by purcliase of various patents, tliey liave succeeded in making 
a superior article of illpminating oil out of what for soiiu' years seemed an almost 
worthhess proiluct. 

•• By uniting with tlu‘ Imsini'ssof transporting and refining bu.siuesses necessarily 
collateral thereto, to wit, Ihe manufacture ot Parrels, tin cans, boxes for inclo.sing 
cans, piiints. glue, sulphuric acid. etc., and by union of capital and skill, obtain¬ 
ing tlie best machinery .and manufacturing on a large scale, tliey have cheapimcd 
these products." 

Mr. Dodd enumerates the patents held by Ihe Standard Oil Company in 18®, 
on machinery and processes. Most of these have ly do with the manufacture of 
cans, boxes, and barrels. There is one jiatent upon stills for refining and distill¬ 
ing oils, one on an apparatus tor separating petrolenm products, and several 
upon the manufacture of lubricating and hydroi'a.bon oils, paraltine. and vase¬ 
line. {TVI8.) 

Mr. Lee believes that the Standard Oil Company has no appreciable superior 
processes or economies in iiroduction. There maybe some slight difference in 
favor of large refineries, but one with a capital of S'llMl.UUO would be abletosecure 
every by-product at the lowe.st possible cost. The independents jiroduce oil as 
cheaply a,s the Standard, and of better (pialify. The making of tin cans and 
barrels can also be done as chea|ily by other manufacturers. (■’(IS.'ttiU.'ti.S.) 

Mr. Emery declares that the .standard ( lit CoiUjiany has not improved the meth¬ 
ods of refining e.specially. tint that, on the contrary, if the business had been 
entirely open to competition, there wiaihl have been more rajiid development 
than has taken place. As eariy as 1873 the company with which the witness was 
connected was employing eviry device which is now used for makin.g illuminating 
oil. The process of di.stillation, in fact, is not iliflii-ult, and is practically the same 
now as in 18(i(). cylinder stills being used both then anil now. (K-l.) 

Mr. 'Wekto.vte does not consider competition against the Standard ( til Comiian)' 
impossible .so long as fair conditions prevail. Mere aggregation of capital is not 
the difficulty. The advantages in the matter of traiisiiortafion and the cutting of 
prices below the cost of iiroduction are the causes of the Standard's ability to drive 
out competitors. These evils should be checked by law. (:i83, 38:1.) 

D. By-products.—Considerable testimony was adduced as to the superior adv.an- 
tage.s of tiie large capital of the combination in manufacturing and marketing 
the by-products of petroleum. This advantage was ipiite generally admitted by 
the opponents of tin.' Standard. 

Mr. Akchhoi.Ii testifies that there has been a decided increase in the value of 
by-products in the refining ot oil during the past ID or 1,-) years. The leading 

g roducts are gasoline, naphtha, paraffine, lubricating oils, and vaseline jiroducts. 

[e does not con.sider that a refini.'ry with !i capitalization of only J'dhh.UOO could 
secure these by-pnxlucts in anything like as economical a manner as the Standard 
Oil Company does with its great specialization of methods. The by-products are 
now sub.Htantially cipial in value to the illuminating oil itself. (.iTll.) 

Mr. Emery testifies that fully 3(10 by -products of petroleum are used for iijed- 
ical purposes, be.sides the use of aiiiliiie dyes. Lubricafing oils ami paraffine wax 
are not, strictly speaking, considered by-products. The wax may he taken out ot 
refined oil at a certain period of distillation, if it is profitahle to do so. or it may 
be broken up by befit and left in the illiiminating oil. Until recently the various 
by-products were not of very great value. The witness has sold paraffine wax as 
low as 11 cents per pound within 3 years, but it is worth to-day from 3 to 1 cents 
jier ismnd. Paraffine wax is used largely in making .joints of jiipes, and in cover¬ 
ing all electrical conductors, as insulators. It is mixed witli stearin for making 
candles. 

Mr. Emery acknowledges that tile Htandard Oil Company has greatly developed 
the amount, iiuality, and sale of hy-prodnets, hut disilares that other active refin¬ 
ers could have devised the same metliods if they had had the opp,n'tunity. As a 
matter of fact, during a long period of time the standard Oil Company had the 
exclusive control of the refining business, and iifitnrally was the only one to make 
iinproveiiieiits. Many of the inventions in this regard iiavc been made in Europe. 
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Mr. Emerv (Iik'.s iM*t kTxiw whctlicr tho by-i>ro<lncts of pdnflHiiii may <'(juai in 
valnr tin* ri‘iKni'(l oil. as sfaLsl by tlio Standaj^i Oil Company. Uis own rofincry 
n.ses Bradford crndo oil. v.'hicli is six'cially rich in lubricants. He makes, for the 
most part, only the ovn(i<‘ stock f(a’ ivlincd by-products, such as cosmolinc, but 
sells from to ii;:r).bbO worth of them nnaitbly. 

Mr. Pnii-liins believes that so far as the pvoccss<‘s of prodiicin^^ and rertniuK 
crude oil ar<‘ conc(‘Tne<l. the imh'pendcnts are on a par with the Standard, but the 
Standard ha.-, an advaiitiiH-e in selling, bi'canse of its accnmnlab'd capitAl ena¬ 
bling it to bajidlc all tin' by-prodnets. et(^ The snp(‘rior ntilizatio?! of tlie by- 
produids i)art]y accounts for the i^rcater profits of tln^ Standard Oil Company. 
{aOP. (lO-j.) 

Mr. Davis states that a lar;,o* ndinery with facilities for makin^V j^asoline and 
other by-products is nuicli more profitable than one wbicb makes only illuminat¬ 
ing; and InbricatiiiK oil. But it is scarcely a sab* investment to at lenijd to mann- 
factnve flH'si by-]mKlucts. The railways are ]arjj;e eonsnmers of lubricatinj^ (»ils, 
and tiles^‘ deal almost e.Kclnsively wi;b the Standard Oil (’ompany. Even a larj^e 
inve.stnienl would be likely to prove nnprotitabl!*. The relinery controlled bvtbc! 
witness liad a caj)acity of about s.nuo barrels piT w<‘ek. A refinery of that size is 
contlned to tin* nianufa-cf are of illuminatinir and lubricaliiif; oil. This refinery 
sold its by-pnnhicts. witlamt finisJnnj; them, t.) Scofield. Shnrna r & Tcaj^le. and 
clsewlieia*. but never si'cnred a ]»rolit from vlieni. (AV). 

E. Purchase of coal.-'-Mr. Eki*: believes tliat tin* Standard Oil Company.like other 
lary,e consmiK'rs of coal.is aide b) secure it at lowpriees, ft practically fixes what 
it will ]Kiy. This has an injurivais effect on the waj-ivs <)f coal miin'rs. (27H.) 

Mr. Ain ninna) d'-ni<‘s that tin* Standard obtains special r.afes on coal and 
declares that it lm\s in 1 he open comt»etitive ]narket. (od:).) 

r. Advantage in fjroign trade.--Mr. Aju’KHoid ur^i's especially, as a .iustificati<-n 
of the nietli'ids of tile Standard Oil (’ompany, that ]ary;(' ajf.arcLration of cajatal 
lias been absolutely nci’cssary to the sncc(“ssfnl dr*velop]uent of rhe cxpoi’t tradi^ 
in petroleum. Any restriction in tin* am »unt of ca|)ilalization allowable would 
.greatly liam|)cr that comjiany and t»tbcr large American i-orporations in coni])et- 
ing with tonagn corpor.ition.s. The Stamlard Oil (.’onij)any has bccTi cfuispicu- 
onsly ai’tive in r<*aclung out and .'Securing markets over the entire w<irld. If it 
had not b(‘(*n so eiiergetii*. tlic i»rodiM*ers of oil in Ru'^sia and (‘Isewhere would have 
secured a very niucli larger proportion of tin* foreign markets than they now pos¬ 
sess. The Standard Oil (’ompany constantly m<*ets stron.g «‘onipcrition. ]U’obabIy 
on tin* wloli* growing competition, from oil ])rodnc4‘(I in (>tlH*r countries. Mr. 
Archbolil .subniilb'd a partial list of crirporations and firms en.gagcd in producing 
and r(*fining pctrol(*mii in Russia and various oth(*r countries, with tlu'ir approxi¬ 
mate capitilization. sliowing how ('.Kten.sive is tin* investment and how vigorous 
the competition encountered by tin* Standard Oil (’ompany. The Standard Oil 
Company has no interest in any of these concerns. In Russia. 4 *speciany. the 
business is getting into the <-ontro] of men of great wealth and ability—such as 
the Hotbscbilds. Nobel Brothers, and prominent En.glisb capitalists. There is a 
rapidly dev(‘loping petroleum industry in .lapan, Sumatra, ami Java. 

Tlic vvitness subniitt(*d the following statements, sliowing the amount of refined 
and of crude oil, respectividy, produced in dift’erenf countrii's. with the ]>ei‘cent- 
ag4* of the total assignetl to eacli. lb* maintains that mo.st of the refined oil pro¬ 
duced by ea<‘)i country is llu* proiliict of <a*udo oil obtaiiu'd in that conntrv. 
(r)(V2-.’)i;7.) 
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JVor/d’n production of 
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Mr, Ari'libi)lil alsii submitted the followiiij; statemenT showiiif? the proportion 
of the total e.xport trade in i>etroIenni iiroduetsdoiie l)y tlie .Standard Oil ('ompany. 
(ijtW.) 

Value of exports. 

Total value of petroleum pr<«lnets exported from United States for 

the years 18(11 to 1871. inclu.sive, amounted to,. . . SHIh.OliO.3:1:! 

Value of e.xp.')rts from 1872 to 1808. inclusive (i.e.. since th(‘ or,s;au- 

izatioii of the Standard OiKlompany). . . _ , . _ 1.240,81(1.381 

Value of exports by .Standard Oil Company, 1. |•^(t, 4(11,021 

Standard Oil (.'ompany, SlO.dl per cent of total. 

Mr. P.voE states that the Standard owns a number of bulk tank ships, and also 
some sailing vessels which are used for shipping oil in ca.st's to the far .East. The 
Standard lia.s many .agencies througliout the world, mostly under charge of 
American <-itizens. 

Mr. Page testifies further that the price of Russian (.'rude oil is much lower 
than that of American oil and that the Russians are competing actively in various 
markets, but especially in the Asiatic trade. Tln‘y have tank steamers for trans¬ 
porting oil to India and even to China and .lapaii.' 

The witness ha.s heard and belier-es that the (iernian government nsamtly issued 
an order re(iuirmg the governmeut-ow7ied railroads to’ burn (cxcdusively Rus.sian 
oil in preference to American, (791, 792.) 

Opponents of the combination present little evidence about foreign oil, although 
they make statements concerning the conditions of exisirt trade generally, the 
efforts of independent refiners to find foreign markets, and the methods of com¬ 
petition of the Standard Oil Company against these. (On this subject see p. 121.) 

Mr. Pnii.LlPS, however, maintains that the Standard Oil Company was not tlie 
pioneer in shipping oil abroad, but that before its existence !i large (woportion of 
the foreign countries had already been readied. He Ijelieves that a wider distri¬ 
bution of petroleum would have e.xisted if the Standard had never Is'en fonned. 
The Standard Oil Company has no better talent than others engaged in the .same 
business. (600,691.) 

On the general subject of exjiort trade Mr. Lue states that ordinary export oil 
would not be pennitted to be .sold in some of our States, but is still of ijuite high 
(luality. (Compare pp. 1:1.7.1:16.) The independent oil is .suiierior to that sold % 
the Standard, which, the witness believes, is partly refined from Lima oil. About 
40percentof all thecruile oil manufactured isexported in theshapeof refined oil, 
while lubricating oils and by-products would bring the proportion up to fully .TO 
per cent. Germany is the largest oil market in the world, both the Standard and 
independents doing extensive business there. Russian oil is not largely used in 
Germany. The Standard ()il Company controls most of the business in France. 
The indeTOiidents do little business in Asia, Africa, or South America. (273-278; 
compare Phillips. 600.) 

Mr. Embby submitted an estimate of the amount of American oil consumed in 
Euroiicau countries. Germany consumes about 6.000.000 barrels; Great Britain, 
:!.000,000; France, 2,000,000; Norway and Sweden, 1.200; Denmark, 600,000. i^ac- 
tically all of this is sold by the Standard Oil Company, the largest exportation of 
the independents in anyone year having been about 400,000 barrets, almost entirely 
sold in Germany. (617,623.) 
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Mr. Lee believes that tlie Standard Oil Company is not transportinK oil from 
this country in tin cans as larmdy as it formerly did, but that it is supplying its 
Ea.stem markets largely with Russian oil and making tin cases abroad. 

In reply to thi.s Mr. Archbold submitted a statement showing the number of 
tin cans manufa<'tured by the Standard Oil Company in this country and else¬ 
where from 1894 to 1898. These figures show,for the most part, asteadyincrease 
in the number manufactured in the United States, and relatively less increase 
abroad, A total of .328,116,000,0-gallon cans were manufactured m this country 
and les.s than 1.8,000.000 abroad. The company is compelled by freight rates and 
tariffs to manufacture some tin cans in Me.xico and in Italy, but nowhere else. 

During the same five years there have been exported from the United States 
109,801,221 ca.se.s (each case containing two tin cans) of petroleum, all but 7,463,041 
by the Standard Oil Company, while the e.vport.s from Bu.s.sia have been only 
53.128,120 cases. The witne.ss submitted a detailed statement of exports to differ¬ 
ent eountrie.s by the Standard Oil Company and by other American refiners, to 
show the enterprise of the Standard Oil Company in .securing foreign markets. 
(533-538.) 

0. duality of trust product.—Mr. Lee helieve.sthat tiie oil refined by the Standard 
Oil Company has deteriorated .in quality within 20 years, since the company has 
used a coiisidiu'able proportion of Lima oil for refining, which contains ar.senic 
and sulphur. (275.) 

To this .statement Mr. Ari.'Hboui rejdies that, as the result of careful work on the 
part of till* standard Oil Company, it lias been po.ssible to secure i-efincd oil from 
Ohio crude fully e(]U,al to that froni Pennsyl vania crude. The independent refiners 
of Pennsylvania iiave done a great injustice to the )iroducers of Ohio by depreci¬ 
ating the' ciuality of their product and attenipling tok<>epit from being considered 
on the exclianges as a good delivery. (.532.) 

Mr. Em erv denies, from his experience as a refiner, having in his employ as 
good a chemist as can be found, that sulphur can be entirely eliminated from oil 
containing it. The chemists of Europe who test the ijuality of oil imiiorted always 
detect tile presence of sulphur, and on that account practically exclude oil refined 
fr.im f )hii) crude. Such oil is confined in its use aluMst altogether to the United 
States and Mi'xico. (024. (12,5.1 

Mr. Rick declares that Ohio oil is decidedly inferior, and that, despite modem 
improvements in refining it. liie sulphur and other impurities can not all he 
removi'd. The refined oil from Ohio crude is mixed with that from Pennsylvania 
crude, Imt even then it forms a wliite film on the lamp chimney, gives an offen¬ 
sive .smell, and is otlicrwise nnsatisfactory. Mr. Rice iinotes a circular from the 
Watei's-Picrce Oil Company, issued iu 1890. in wliich Ohio (irude is stated to he 
inferior. The company iijsuing tliis circular was a meniher of the Standard 
coinbination. 

Up to 189.5 oil manufactured from Oliio crude was not acceptable on the New 
York exchange, but in tliat year, under tbe iiiflueuci; of tbe Standard Oil com¬ 
bination, it was made a good delivery. Mr. Rice declares that tlie profits of the 
Standard Oil Company on oil refined from Ohio crude are much higher than on 
other oil. owing to the lower price of the crude. (735,730.) 

Mr. says that his Caiiadiati customers seem to consider the American oil 
which he sells them much bettor than what the Standard was selling h.s Pennsyl¬ 
vania oil. He believes that the Standard had been giving them the Oliio product 
for years, and puttingit off as Pennsylvania oil. Mr. Gall sella Ohio oil also, and 
makes a difference, generally of abont a cent or a cent and a half a gallon, between 
it and Pennsylvania oil. (081.) 

Mr. Monnett refers, without ipioting it in detail, to a pamplilet issued in Eng¬ 
land declaring tliat American oil fnniislied by the Standard Oil Company is 
inferior to Rmssian oil, and describing the illegitimate means resorted to by the 
St.andard Oil Company to prevent Russian oil from entering English mar'kets. 
(319.) 

Mr. Ar(iiU!oi.p declares that this paniiihlet referred to is a.scurrilous publica¬ 
tion issued by one of the yellow journals of London, which has been practically 
subsidized by Russian producers. A committee of Parliament investigated the 
quality- of American and Ru.s.siau oil and fully upheld the safety and quality of 
American oil. (.540.) 

Mr. Emery explains iu detail the methods of refining and the various qualities 
andte.st8ot oil. Wlieii thecnide oil is distilled the lighter products pass over 
first—first the volatile gas, next gasoline, benzine, etc. The first illuminating 
oil to pass over is the lightest in weight, and will Imrn at abont 110 degrees (fire 
test). It will ila.sh,at 85 degrees, but will then go out. This grade of oil was 
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formevlv Jef^nEy u»vd in ino.sf: of the Ann^ni^an Staffs. Init later laws Ijfive laisetl 
till) fire tPNf. so tiiiit must oiJ used in this country is from 120 to loO aefrrees tire 
test. Only a liiniteil amount of oil of this higher test can be olitained from crude, 
and in olitainiiift it the (juality of the lighter grades of oil is lowered. 

Mr. Emery consider.s that 110-degrce oil is entirely .safe for ordinary use. It 
will not give ,so bright a light as l.oO-degna* oil. but will last longer in burning. 

One Imndred and ten degree oil is tlu! ordinary e.xiiort oil. Tlie (termans apply 
a rigid test to secure the maintenance of this standard. Mr. Emery believes 
that, in view of the lower price of such oil. it is Ihe most economical for use, 
and that this is the reas.m why it is admitted freely by Germany. ((123-026.) 

VII. CRUDE OIL.—EFFECT OF C0MBINATI9N. 

A. Early history of oil industry.—i. DuKovirii <iiid profii ess.—'Sh-. Boyi.e presented 
detailed statements concerning the early devidopmeiit of theoil industry. Oil rvas 
refined from coal and shale in considerable (piantities during tlie early part of the 
pre.sent ceidury. Hock oil or petroleum was often ohserved in connection with 
salt wells and s|)rings in Pennsylvania iind Kentucky and elservliere, and in 182!) 
a large flow of oil was .setuired from a salt well in Kentucky. As early as 18,Ul and 
1854 theri.^ was organizeil effort to ju’odiua' lauroleum from oil springs aiid surface 
gravel in Pennsylvania. E. L. Drak(‘ was the first to experiment in drilling 
especially for idl. and he was first successful in .August. 18.51). 

The indnsti-y d'vidop.'d very rajiidly. but w.isgreatly lianLj)ered by thi'diflieully 
of transp.ortiition —sin,'.‘ tlm oil district was :|0 miles t]'om the ne.arest ritilway—tind 
by thy lack of barrels for tr;insporta1ion. Tlie first flowing wells were .struck in 
1861, and iiroduci'd so largely that jirices declined from ,82b |ie" barrel to practically 
zero, there being tlani no way of storing and transp irting oil in such ipiantirii's. 
There was a marked improvement in 18112 . and durimt I.8)1:! transtiortalion by boats 
enabled oil to reach markets moi'e readily and im|>i'oved pri s's. In order to tloat 
boat.s the device was used of damming tlie watei- in ()il Creek and letting it out in 
sudden floods, fsmall pipe lines (orconveyingoil were inti'oduced about this.sami' 
time, and during 1863 and 1861 rtiihvays weie constriirted into theoil territory. 
During the l itter yi‘ar many stock conipani(‘s were formed and speculation was 
excessive. Tlie prieeof oil was forced up in July. 1861, to .813.75 per barrel. Tile 
cost of transportation was still very gi-eat. and during the war a ta.\- on maide and 
another on refined petroleum was levied by the National (Toverumeut. 

In 1805 improvements in drilling, such as the use of casing, torpedoes, etc., were 
introduced, and pipe linei began to he used more (extensively for transporting oil 
from the wells to railway p.iints. Tin* cost of transportation of oil from Pithede 
to New York in December. 1.86.5. was .85.55 by one roii|'‘ and .84.5!) by another. 
During 1866 ,ind 1867 production increased raiiidly and prices tell greatly. There 
were a number of hank failures. Mr. John Ponton, in a iiamidilet entitled '• The 
Crisis in the Gil Region,'’ estimate(l that a prolit of .8'iil4 could he .secured during 
the first year of produclion of the average oil well, costing 83,5llb. hv the u.se of 
rasas fuel for pumping; Imt it eoal slionid he inves^iiry lor pumping there would 
be a loss of .81.507. He advocated a restriction of output. But meantime improve¬ 
ments in ti'ansportation were lieiiig made, which .soon hronght renewed pro.spei-ity 
to the oil producers. 

In 1861) the Petrideuin Producers’ Association of Pennsylvania was organized 
especially for tin; i)nrpose of securing statistics of jirodiu tion, a)id thus protecting 
the producers from the depression of prices by .spt.'cnlators. A circular .stating the 
object.s of this association was submitted by the witness. Prices were higher than-, 
during any of tlie threo previous years. Tliere was, however, a decline during 
1870. About 1871 the first discoveries of oil in the Bradford field were made, 
but the field was not developed until e.onsiderahly liiter. During 1872 the Bnth.'r 
and Clarion fielils were rajudly developed, so that there was ,S( >on an ovei'iiroduetion 
of oil. ( Boyi.k, 40.5-121. 454.) 

Mr. Emehy also makes a brief statement of the early history of the oil hnsines,s, 
dwelling e.specially on the history of jiipe lines. (60:k 604.) 

2. Oil c,iX‘linn(ji;x and siKCiilation.—in the early days of the oil Imsiness the 
prices received by pnaluoers were detiTinined in part liy the so-eiilled ilnmp men, 
owners of “damps" or tanks, who gathered np.and sold again, the oil of the small 
producers. The dnmji man developed into a refiner lat(*r on; and as a refiner ho 
especially inad(* a bnsine.ss of handling oil from the hoi toms of tanks, not salable on 
thegeneral market. The age:itsoflarg(ir refineries went from idaee to phice.bnyiiig 
oil directly from producers and often following the prices of I lie ilump imm. Ilatcr 
on these agents became more systematic iii tlicir methods ipid ‘finally mot regn- 
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lavly at si)pcial places to deal with pi'odncers. Thus orij^inated oil exch.-ni^cs, 
which at first W(T(* more in the foiui of (diaiiilaTs of (!Oinnierce, Imt latm- to( k on 
more distinctly the form of exchun^es. Tlu* oil exchanges at Titusville. Oil City, 
and Franklin were organi;^ed formally about 1871. These be(auue numerous aiid 
speculation upon them rmndly iner(*ased. both among producers themselves ami 
among outside persons. TIte producers wIjo redVained from speculatioT) invariai^ly 
got \v(*althy. while tliose wlio speculat<*d b<*came poor. (Boylk,-J1H--1.‘)1.) 

B. Statistics of production and prices.—( 'rude oil isjmxlueecliTiauuiidHT ofdiftVrent 
Slat(*s of thi.s country and in numerous fon'ign (“onntri('s. 4‘specialiy Rns.sia. For 
statistiesof the v^'orld's prodnetuni, hy coiiniries, S4‘e above (p. 184), Th<‘ (puilily 
known as Pennsvivania oil, winch is also found largely in N4‘w York. West 
Virginia, and a ])art of Ohio, is conshhTcd nmeli suj)erior to Ohio or Lima oil 
and that found in (hdifornia and other State's, as well as to Canadian and 
Russian oil. 


The following stateuK'ut was submitted by Mr. Archbold. (5dH.) 
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1. Pi'niisf/h-aiiia o/7.--Mr. Boyh* and Mr. Arclihold sulnnitted the following 
tabh' showitig the average daily m*odu(dion of Peimsylvtinia crude oil fnnu 1870 
to 1808, tli(^ av(a‘ago price of ermu* oil per harnd of 42 gallons and of refined per 
gallon, and tile variations in stoi'ks on hand. (48.'). .147.) It’ should be noted that 
tlie price of n'tinerl oil in(dndes the value of tlu' barri'l, wortli about cents per 
gallon. (Rut see, as to value of barrels, Mr. Westgate, p. 18o2.) 
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Production and prices of Pennsylvania oil —Continned. 
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Mr. Mo.nneti' mentions one-.sixth as the average amount that goes to the land- 
owner in Ohio, (311.) 

The proportion of the value of oil going to the landowners as royalty has 
varied from one-half to one-eighth, the latter proportion now prevailing in most 
parts of the oil fields. (Abchboia), S:®, fifO.) 

D. Coat of drilling wella—wagoa.— Mr. Emery, who has drilled several thousand oil 
wells, testifies that in the lower oil regions, where wells are sometimes as deep as 
3,000 feet, tluj cost is often $8,000 or $10,000. In the upper region the cost was 
formerly about $3,.500, the average, perhaps, for both regions being about $4,000. 
But it would be impossible to drill wells at these figures to-day, since the price of 
iron, which is largely u.sed in ca.sing, has <loubled. (Ofil.) 

Mr. D.4VIS states that the cost of producing oil had decreased materially until 
189S), when the increase in the price of iroii for (^a.sing, tubing, and machinery 
increased the cost of sinking wells. The (sjst of prodni-tion varies greatly in 
different fields according to the dg)th, the kind of casing which must be u.sed, 
and the amount of production. The cost of drilling may be $.1,000 or $0,000. 
E.xpert drillers are paid $4 or $.5 per day. (303, :!04.) 

Most labor in the drilling of oil wells is done hy contract, so that it is difficult 
to estimate the average rate of wages or the average length of time the men are 
emidoyed. The wagtis differ con.siderahly atwording to the .skill of the worker; a 
fir.st-cla..ss man is likely to earn as niucli as $1,000 in a year. Th<‘ labor, both in 
drilling and in refining oil, is well cared tor, and is loyal to the luoducers and to 
the titandard Oil Company. (Boyi.e, 483. 484; .see also p. 145.) 

E. Proportion of crude production controlled by Standard.—Mr. LocKwonn te.stifies that 
the Standard Oil Company owns a large i)erc(mtage of the Ohio fields, and has been 
acquiring much production in the Pinnsylvania and Virginia fields. Its policy 
has hei'U to d<!preas the price* of crude oil. so that lands could be purchased at low 
figures. Thus the price of Lima oil was kept down to bid ween 10 and 30 cents, after 
the Standard Oil Company had introduci'd its pipe lines arid had intiuenced the 
railways to fix high rates for transiiortation, so that it ])ractically fixi'd the price 
of oil. Tile )iurchascs in the Pennsylvania and Virginia fields also were made just 
before the great rise of prices in IHOO and 1807. By increasing prices after these 
purchases of laud tin* public is made to pay for the investiuent. Moreover, stocks 
had been reduced to between l.ddd.tMKt and .o.dOd.dlKI barrels, and the law' of supply 
and demand, as w'ldl as the desire of the Standard Oil Company to make profits, 
forced an inen use of price. (403, 403.) 

Ml'. Plin.t.ii's confiriiis the gi'iieral features of this testimony. (.5lr3,) 

Mr. Lee slates that the .Standard Oil Company controls from 33 to 35 per cent 
of the iiroduction of crude oil. More than half of tile entire production is owned 
by men who produce less than 10 barrels a day each. The owners of from 40 to 
.50 jier cent hold slock in the independent pipe-line, and marketing companies. 
The effect; of the production of crude hy the Standard Oil Company has been to 
reduce iirices. It is able, by its large capital, to drill deep wells and secure high 
Iiroduction. It has also leased large blocks of oil lands in West Virginia and has 
liehl them for future develoiunent. (38t,'383.385.) 

Regarding tlie Ohio field, Mr. Davis testifies that when territory is found to 
produce oil in profitable quantities, various companies, such as the South Penn- 
.sylvania Oil Cbuniiaiiy, the Ohio (lit Company, the ('arter Oil Company, etc., which 
are believed to he creatures of the Standard Oil Company, buy up the ground 
largely. They have plenty of cajiital and (lay fair, even exorbitant prices, over¬ 
bidding their comiiolitors. (3,54.) 

In reply to the charges of Mr. Lockwood that the Standard Oil Company had 
used its control of prictis of crude* oil to detiress the value of oil lands and secure 
practically the entire control of crude tiroduction in Ohio. Mr. Archboi.d submit¬ 
ted the following statement, showing the amount and proportion of the total crude 
output, both in Pennsylvania and in Ohio, produced by the Standard Oil Com- 
tiany. It is to be noticed that Avhile Ihe proportion of Pennsylvania oil prmlnced 
by that company has rapidly increased, the proportion of Lima oil I'ontrolhsl by 
it for some time decreased rapidly and later increased only slowly. (While Mr. 
Lixikwooda statement referred to ownership of land and Mr. ArchhohVs to pro¬ 
duction of oil, some degree of correspondence between land ownership and oil 
Iiroduction would naturally be expected.) (.5(11.) 
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F. Effect of Standard Oil combination on prices.— I. <t/t/inm iifs of roinioiiolioH. —Sov- 
eral witiiossi's testify that tlie ])rneti('iil mininiioly of the Stninhii'd ()il (.'iiiniiniiy in 
t.he piirehase of cnnli- oil has iieini eiiiidoyed liy it to dejiress |ii'ic"s. ifri'al.ly to the 
injury of proditi'ers (e. Kiel'., (isil). The Standard Oil Company has control of 
far the KiN'ater in-ojiortion of the ]iip(' lines in the oil ri'oions. and |)rodii( i'rs have 
no choic(! hnt to sell to these pijie liuesat the prices fixed hy them. The evidence 
to the effect tliat this powar of depressintf pvi<'es has be“n used in order to bny up 
oil lands at low figures has been already reterred to (ii. l:l!l). It is especially 
claimed by witnesses that the practii'c of the Stanilard Oil Couiititny since lH!f) of 
disregarding t he iiriees of oil nnide on the exchanges has given it still greater 
contnd over the market. 

Mr. Lek.'s testimony is especially full on this iioint. lie stales tlnit thi-re Inis 
been a great fall in the jirice of crude oil since l.s;o. when it was ]ier barrel, 
the price in 1H!)7 ranging from in to iili <‘ents. Tliis decrease, wliil,- [lartly due to 
new disiaiveries of oil. chea]>er drilling of wells, and improved methods, is largidy 
owing to the combination of refiners. For 10 years previous to IHlI.t the average 
price of crude oil was kept below 80 cents, which is to most producers unprofit¬ 
able. This low price was not mainly due to overproduclioii. Thus, when the 
Bradford oil field was opened in iksi production increa.sed greatly, so that 
39,000,000 barrels were in stock in 1884, yi>t the price was reduced only to §1.13 or 
$1.15, as compared with SI-'M hi 1880. In 1881 the stock had fallen to OI.OOO.OOO 
barrels, aud the production was about the sanie as in iss-t. but the i>rice had fallen 
to 66 cents. The arbitrary limitation of production from 18.S7 to 1880 increased 
prices somewhat, hut less than was autieiiiated. Since January. 180,5. the Stand¬ 
ard Oil Company has ceased jiaying the market prices for oil. as ti.xeil on the 
exchange, and has simply announced the ]n ice.s it would ]iay daily. The range of 
prices, however, has been higher siiua- 180.5, avuaging .$1,0.5. This has not been 
chiefly due to increased conipetitimi of indepcnileiit pijie lines, although they pay 
often from 1 to 0 cents per barrel more than tlv Standard Oil Company, and 
undoubtedly tend to keep mi prices. ((.Jompare p. 113.) T'he sudden increase hi 
price to $3.&) in 1805 was entirely arbitrary, apparently intended to injure inde¬ 
pendent refineries. 

Crude-oil producers as a body have been losing steadily, hut they continue to 
drill and to pump oil, largely because of the speculative iiossihility of striking 
large wells and the hope of better conditions in the future. The witness believes 
that the cost of producing a barrel of crude oil now averages from $1 to .$1.31). 
Mr. Lee declares that he believes, in fact, that the oil-priducing counties would 
have been better off if they had never produced a barrel of oil. The price of 
local pipa^ has not been reduced l^y the Standard Oil Company since 1870. 

The producer who happens to strike a well with a large flow could of course 
sell much lielow the producer whose well yields a small ijuantily, since the cost 
of drilling in each ca.He is about the .same. But the greater part of the production 
is from small wells and the price must he sufficient to enable them to he drilled, 
aside from the matter of the speculative drilling of wells iit'hope of large pro¬ 
duction. The re.snlt is that the owner of a large well secures a very high profit 
from a normal price. {279-383,39:1,364.) 
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Mr. Monnett .stal-es that the laws of various States aji<l other ohsta(*loH make it 
almost imp<)ssil)le for in<iep(UKlent pipe lines to he laid. The Cnduliys of Chicago 
have been trying for years to secure pii)e-line privileges in Indiana and Ohio. 
The conij)aniea belonging to Iho Standard charge prictes so high as to prevent in¬ 
dependent rt'liners or ju^oducers from shipping. Producers in Ohio are pi'uctically 
(•omj)elled to sell to the pipe-line companies at tlie price they may hx, having noother 
nutans of outlet. Tin* pijjage rate in Ohio <wery vvIuth is 20 cents per barrel. The 
Buckeye Pipe Line ('jmpany has iia<l a g7'oss income in thre(^ years of .$!!),405,40.0 
from ()hio business, while the landowjiers liave received for the leases of their 
land'only $0,747,000. (;il0. 311.) 

In the ()Uio held, to judge from Mr. Momietts tostiimmy. the Standard Oil 
Coiapany itself prodncH‘s much of the oil hy lease from tin* o\vn(*vs of the land, 
paying iIk'Iu 00 cents p('r barrel for oim-sixtli of i1h‘ oil. In any case it jjracticaily 
fixes the price (»f maide oil hy its control of the ])ipe lines. Tlie witness give.s a 
rough estimate that the Standaid makes gross sales of about .$120,000,000 and a 
profit of about $50,000,000 antumlly lT»»m Ohio oil. The witness does not know 
precisely what proportion of tlie crude jirodnct is (amtrolled hy tlie Standard Oil 
Company, but ihinks it is much moj*(! than one-half. By its control of trans¬ 
portation fh»‘ Standarrl causes (l»e jn-odncei’ to accept less than tiu' true* value of 
his oil. (311. .315. 3IH, 310.) 

2. AVp/y/ (>/■ ShiN<l<rr(l Oil ('oiufKiiiji .—As evidence that producers have received 
fair priei^s ami jmdits, Mr. Bovi.K .sulniiirte<l a table of figures showing the annual 
production of errnh* oil by barrels since hsoo. the averag<‘ price, and the total value. 
Combining these ligures for lO-year periods, we find tliatfr<»m JN60 to ISO!) the 
27,044.500 barrels produced witre valued at .si 11.142,003: from 1870 to 1870, 
108.535,300 barrels w(‘re valued at $207,802,017: from IHHO to I 8 .s 5 i. 241,544,250 bar¬ 
rels were valmsl at .$200,02-3.341, ^v}lil(* from 1800 U> 1808. 203.220.080 burrids were 
valued at $2.53.113,2.'^5. Mr. Boyle also submitted the following table showingthe 
number of wells drilled and the estimati'd cost of drilling for decade periods as 
conipare<l with tlie value ()f erndt' oil produced: 


V (“ill's. 

, WV11« 
(IrilieO. 

(’ost lit'l' 
well, 

Total cost. 

1WM)-1S7(). 

. .'(.Odd 

#4.(Kid, IV) 

.i;2d, (Kte. Odd. oo 

l.MTd-lSSd ..... 

. :’d,:.'5d 

(H) 

(Vi.srr.ddd.iKi' 

I,SH(7-]H1(d 


:.MNK),IM) 

2.(KKUKI 

H(i.'IS0.tKKI.(l0 

lS!H)-|S<(y. 

.- . w.-twi 

Total.. 

.■ JOI.SSI i 


:^t2.1:3.1KK». (K) 


i'W, U:UV5.()0 


If w<‘ snjipose that one-fourth of the valmwjf (*nid(‘ oil pi'odueed has gone to the 
owiuTs of the lands, the balance remaining to tlie producers, after deducting the 
cost of wells and the amount jiaidto land owners, for the entire period of 39 years, 
w<.iald be $;151.957,885. The aY«*rage cost of lifting oil may b(‘ estimated at 25 
ct'iitsper barrel, which would ainoimi to $87.985).471, leaving for the profits of the 
liroducing business $2(53.9(18.413. or an av»'vage per year of .$(>.7(58.420. 

In the ligurt‘s for the cost of wells are inelud(Kl 15.000 dry wells, tin* statistics 
bn* prodmdng and dry wells In-ing carefully <-ouipiied by newsi^apers iu the oil 
district since 1875. The witness does not consider that the amount of bonus or 
rental i»Hid by producers toowiuns of (ul lands before op(*niiigi)roduction should be 
coirsidered as an element in the cost of production. It is essentially a jjpeculative 
venture, in which the producer takes his chances of great profit or of loss. (433- 
435.) 

Mj-. AH(;iiu(.na) replics.espedally to the statements of Mr. Lee as to the nnprofit- 
ablene.ss o^'crude-oil production, that the population (>f tens and even hundreds 
of thousands winch now occupies the oil regions, once a comparative wilderness, 
and the cities, towns, and railroads, are sumciemt evidence that the industry has 
been lauicficial. He also .submitted a table, nearly id^udical with the one sub- 
niitbsl by Mr. Boyle, showing the yearly prodiu^tion and total valuation of crude 
oil since 1859. Deducting from this total valuation mie-eighth to represent the 
royalty going to owuiers of the land (this royalty being at the rate of one-eighth 
now prevailing, although as much as half of iho oil has Kometimi*s gone to land 
owners), Mr. Arclibold arrive.s at the (•on{‘ln.sion that the producers themselves 
have received a total of $073,704,847 during tlu^ past 40 years. 

In furth<‘r evidenctMUi this i«)int Mr. Arclibold submitted a list of about 800 
prominont oil producers wiio ar(\ he declares, prosperous and W'ell to do. (538- 
540,553.) 
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On this point Mr. Phillips testifies that a great many of the oil producers are 
quite well to do. although very few are considered millionaires; but the majority 
are comparatively poor. They would have lieen much better off but for the 
depression of prices by the Standard. (.599.) 

Mr. Archboi,!) declares that the estimates made by Mr. Monnett as to the 
amount of gro.ss receipts and profits of the Standard Oil Company from Ohio oil 
are altogether unintelligible and ridicnlou.s. He does not (;onsidtr it worth while 
to ^o into a detailed reply. He seems, howeviT. to understand that Mr. Monnett's 
estimate refeiTed to sales of refined^nl products in Ohio. It did refer, in fact, to 
the total sales of products made from Ohio crude. (.544.) 

3. Oi'erpm(l,iiciUt)i imd prici-s.—So far as there ha.s been a deiire.ssion of prices 
below remunerative rates, it is e.vplained by Mr. Boylk as due to overproduction. 
He points out that there has been a constant tendency toward ;lVich overproduc¬ 
tion of crude oil. Thus for nearly U) years, during the eighties, stocks of approxi¬ 
mately 49,000,000 barrclsof oil were being carried by the producers in tanksowned 
by the National Transit Company. Tliis large surplus on hand greatly decrcstsed 
prices. Attempts to restriid. production Inirc usually failed, e.specially because 
of new producers coming into the fi(dd, (S<>e bidow, p. 143.) 

The witness is inclined to believe that (ie[)re.ssion in prices of muide oil to some 
extent injures lefiners as well as |irodiicers. A iiiediuin price is more advan¬ 
tageous for refiners than either a high oi' a low one. Nevertheless the witness does 
not think that the Standard Oil Company has made h'ss profits during times of 
low iirices for tht; crude product. The value of the Standard’s stock has not 
fallen. The maintenance of its profits has beim line in jiart. apparently, to rhe 
reilnction in the cost of refining oil during the piu’iod of low jirices for crude oil. 
Notwithstanding the excessive production. esiH'cially during the eighties, Mr. 
Boyle believes that the pixxlucers of i-rude oil as a class have made enormous 
profits. The cost of production has greatly decreased in many cases. 

To the suggestion that producers might gain by refining their own oil and sav¬ 
ing the profits that come to seiiarate refiners, Mr. Boyle replied that suchattempts 
had frecpient.ly Iteen made, but had always f,ailed. The producers are likely to 
lack the exiienence and skill in,n]annfiicluring and in dispersing of goods wliicdi 
are neces.sary. Mr. Boyle also admits that during the earlier jieriods of the oil 
busine.ss such smaller refineries centridled by producers were handicapped by 
railroad disi’riminations in favor of large refiners. (4.52-4,59.) 

6. Method of fixing prices.—Th(> Seep Purchasing Agency of Oil City, on behtilf 
of the Standard Oil Company, (losted on .ranimry 2:1,1.S9.5, .a notice, (ptoted by Mr. 
Boyle, that theretifter the prices jiaid by it to oil producers would be *• as high 
as the markets of the worhl will justify, but will not nticessarily be the price 
bid on the e.xchauge for certificate oil''—that is to say. the Standard Oil Com¬ 
pany thereafter fixed priiu's itself in view of thi^ condition of production ami 
demand throughout the world. 

This changfi was rendered necessary, as stated in the notice' and as ladieved by 
Mr. Boyle, by the fact that very little oil was actually being sold on the exchanges, 
so that it was unfair for the i>rices fixed by such sales toaiqdy to the great quan¬ 
tity of oil handled by the Standard Oil Comi)auy. Moreover, spisculators on the 
exchanges had Iwen able to manipulate prices in wuiys not justified by matket 
conditions. Producers themselves sometimes sold oil to themselves at higher 
prices in order to fix the price for the Standard Oil Oompany. 

Speculators also resorted, especially during tin.'early eighties, to the practici'of 
circulating false mmol's conceniing the production and discovery of wells for the 
pnrpo.se of illegitimately influencing prices. Out of this evil grow up the prac¬ 
tice among the larger siH'Culators of employing "scouts” to watch the develop¬ 
ments in different fields and give information as to tin; production. The large 
stocks which were on hand during this period enabled bear speculators to s(dl 
short ip large quantities without ever covering their sales, and the effect was to 
depress prices to producers. 

Mr. Boyle admits, practically, that the producer has little part in making the 
price of oil under the new system, although he has the option to refuse the price 
offered. The claim of the Standard Oil Company is that the markets of the world 
determine the price, i 

The effect of the practice of fixing prunes in this way has been to make fluctua¬ 
tions . less, marked and to keep the margin betw(;en the crude and refined oil 
more uniform. Mr. Boyle .supposes that as soon as erode oil advances refined oil 
is also advanced in about the same proportion, in most cages. The witness sub¬ 
mitted detailed tables showing the average price of crude and refined oil by months 
for the 4 years preceding the adoption of this new policy And corresponding 
prices for numerous dates during the 4 years after the isilicy was introduce^ the 
latter figures showing apparently all the changes that have been made in the price 
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of crude oil by the purchasing agency. He calls attention to the fact tliat tlie 
price of refined oil includes the value of the barrel, which amounts to about 
cents per gallon, while the vahie of crude oil is in bulk. 

The amount of oil bought by the Seej) Pur(5hasing Agency, whkdi is believed to 
be a representative of tlie Standard Oil Company, is probably about 81) per cent 
of tiie crude oil produced, both in Pennsylvania and Ohio. Mr. Boyle believes 
that this method of fixing prices by the Standard Oil Comi)any is beneficial to 
the producers and the consumers also. The amount of speculation in oil has 
been very greatly de(‘reased, and speculation tended to depress th(‘ jjrice to pro- 
diu^ers, esi)ecially wl»en it took the form of gambling on margins. The real effect 
of tin* present system is that the consumer makes prices. 

Oil being (in(‘sVioned fnrtlier conc(‘rning the methods of fixing the prices of crude 
oil. Mr. Boyle stated that he believed that the prict* of crude followeil (dosely the 
pri(t(' of refined, and tliat tlie price of the latter was tix<*d by the diunand for oil in 
Europe. Tliere is undouhtedly some person coune(d('d with the Standard Oil 
(’onipany wliosi* business it is to watch fon'Ign markets and to decide whether 
tii(‘ company shall sell oil at the figures offeri-d by consumers abroad. The vari¬ 
ous lo(-aI markets throughout the country have little inliuenee in determining the 
prii'e of crude. Tlie clianges in the ]>rice of crude are usually a full C('nt at a 
time, occasionally '2 cents, or even more. (BoYI.k, 4:ib-4:h). 44h--4ril, 471k) 

Mr. Ahchbolo testifies tliat tlie Standard Oil Company purchases alMuit 80 per 
cent of Peimsylvaiiia crudi* oil through its genei'al purchasing agent. Mr. Joseph . 
Seej). of Oil City, and his 40 or 50 subagents. The attempt is to fix prices in 
aecorilance with tlie world's markets. 

“We have before ns daily trie h(‘st information obtainable from all the world's 
markets as to what tlie olTcrings ari' and as to wliat it is possible to sell for. and 
we make from that tin' very best possible eonseiisus of prices, and that is our 
basis for aiTiving at the current price.” 

0- “ Generally siieakiiig, are tin* relative jirices of the crude oil and tin? r(?fined 
oil kept substantially uniform';'''—A. •■Oli. substantially so. Of course it is not 
always the same. Of course it seems jio.ssible .sometimes to get a liigher price, 
and We ar<‘ glad to avail ourselves of the oi»portuiiity. ami sometimes we have to 
take a closer margin and .still buy the crude, and there, of course, we sufl:erah»ss.'’ 

Mr. D.vyis testifies tliat when a jtroilnct'r lias oil to sell Ik' goes to the agent of 
the ])ipe-]im' company, who ascertains by telegi’anh tlie amount oi oil to tlie credit 
of the iirodin^er and tlie iirict? offered. Tlie price is fixed altogether liy the Stand¬ 
ard Oil ('ompany. though oceasioiuilly brokers make bids at liigher rates fora few 
days. A producer can sell his oil to anv agent wherever he may happen to be. 

H. Restrictions «f production.—Somewhat in confirmation of Mr. Boyle’s state¬ 
ment concerning the t'ft'ect of overproduction in depressing thi’ price's of crude oil 
is the faid. that various attempts liave Ix'en made by the prodm^er.s to restrict the 
outi»nt of oil with the avowed purpose of thereby raising prices. The most effect¬ 
ive of tliese restrictions was that of 1887. 

I. Envlif vi’tttricfioKs. —Mr. Boyj.k describes in di'tail the earlier movements for 
restricting production. Tlu' Petroleum Produciu's' Association of Pennsylvania 
was organized ill ISfil). A circular issued in 1870 by thi.s association states that 
its object is primarily to gather (Correct inforuiaiion concerning the jiroduction of 
oil, stocks on hand, and prospects, in order to protect producers against niisrepre- 
seiitaiioii and depr('ssi<ui ot prices by pur(diHsers. About this time it became 
evidi'nt that stocks w;'re continually increasing, and a movement was inaugurated 
under tin? n.ann' of tin' Petroleum Produ<?ers' Agency to store all oil alxive a cer¬ 
tain amount and keep it from the market. A cinudar of this agemy was sub¬ 
mitted by the witne.ss in which its purpose was stated to he to prevent unwise 
competition between producers and sellers,- and to secure a fair price for what¬ 
ever amount of oil tin? world roipiires, unaffected by the fact that there is more 
produced than consumption demands. Calculations were made to show that an 
increase of daily production depressed prices in much more than equal propor¬ 
tion. The agency proixised to buy oil at $5 per barn?! .so long as the general 
market would warrant it and to taW all remaining oil for storage at the expense 
of the producers. 

This plan failed to go into operation because of the enormous production in 
Butler County. 

The first effective shut-down in production and drilling for crude oil was brought 
about in 1872. For 30 days there was an almost entire cessation of output in all the 
fields. The increased prices thus secured tended to encourage drilling immedi¬ 
ately after the restriction was dropped, but the chief cause of the rapid decline in 
prices during 1878 and 1874 was the discovery of new well^ and the deepening of 
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the old wells to the ■“ fonrth .sand." In 1874 there was a local shut-in niovenient 
in Clarion County. In 187(i the plan was ajjain started of pooling the surplus oil 
as a means for advancing the market, hut other conditions soon raised prices so 
that it was unnecessary. Large new production during 1878 led to the formation 
of the Producers’ Protective ITnion, which lasted for 'i years. This organization 
soon hecame aggressive and brought suits against pipe-line companies and the 
Standard Oil Company. It had. iKJwever. litth^ beuelicial effect, production being 
practically not limited at all and prices steadily falling. (426-4:18,4,'>3-4.')l).) 

2. Restrid 'niii of /SST.—Mr. B()Yt,n further testifies that in 18.84 there was again 
an attempt to establish a general combination of (iroducers to restrict drilling. 
Through the refusal of the operators who were securing large wells in the new 
Thom Creek district, the movement was only p.'irtially .succe.saful. but it led to 
the organization of the .Produc(‘rs' Ass(K iated Oil Company, with a capital stock 
enabling it, when necessary, to purchase oil ]iro]n‘rty in order to curtail production. 

This new orgiuiization made an agrei'inent with the Standard Oil Company in 1887 
for I'oducing production. The conditions at I hat time were woras! than ever before. 
Great stocks of oil had been accumulated through the heavy production of the 
Bradford field. The stock in 1887 was :!1 .illKMKlh barrels. Pric<'s were below a 
remunerative point, while the Standard ()il Comiiany was losing by the deteriora¬ 
tion of the oil in store. This moviuiient to restrict pii'duction'was the most 
thoroughly organized which had ever been at tempted, aixl its success w'as rendered 
certain by the fact that all the ditfereiit branches of the oil industry were alike 
' interested and wen* cooperating. Although there were 14.t)l)0 producers of crude 
oil, fully 85 per cent of them were brought into the agreement. The movement 
developed gradually from .June to October. 1887. being furthered by various secret 
and public meetings of the Producers' Proteetii e As.sociation. Conferences were 
held with the Standard Oil Company and .an agreenii“nf was finally made between 
the association of producc-rs an<l tliat l omiiany by which production was to be 
restricted for one year by one-third, beginning November 1, 1887. This contract 
was carried out with fair success. 

In consideration of the advantag(‘ to its(‘]f. the Standard Oil Company turned 
over to the producers 6.(H)O.OOI) barrels (jf oil at the market price at the time of tin* 
contract. 63 cents per barrel, the luodncers tlins .s<aairing tlx* profit from tlx* 
anticipated rise in prices. Mr. Boyle stales that wlx'ii thi* oil was actually turned 
over the price already stood at 71 cents. 

In 1888 further agreements W(;re entered into anx)ng tliems(>lves by the jiro- 
ducers in the a.ssociation, especkdly with a view to ec|ualizing the amount of oil 
W’hich could be produced by each individual. These agreements were called 
respectively the boundary-line di-illing I'onti act aixl the interior drilling contract. 
The most important provisions follow; 

"Hereafter the immber and location of wells for the production of petroleum 
along or adjacent to the exterior bomxlary line of any jiroducer on either side of 
said line shall be determined by the agreement (pf tlx; prppducers interested in the 
production along said boundary line, (jr. in ctise of their failurp' to agree, by three 
arbitrators, one to be chosen by the ]pr(pducer or produi;ers on oin* side of tlie .saiil 
Ixumdary liix*. one to be chosen by tlx* ipr.pdixper (pr lu’ppducers on tlu* (pther sub* 
of the said boundary line, and the third arjpitrator tf) be cho.sen by tlx* twpp spp 
chosen bytlx; prp)ducer.s afore.said, 

" But no decision of such arbitratpprs shall bp* pp-rniitted to deny altogether the 
right of a producer to drill when he can not drill at all without drilling within 
801) feet of the boundary. 

"No vwll shall be drilled on ppr within 801) feet of any boundary line until its 
location shall have been fixed by agrep'ux'iit ppf adj.pining producers or by awiwrd 
of arbitrators, as herrdnbppfore provided. * * * 

"We, the undersigned, producers of petroh'um, iIpp herebv agree to and with 
each other that we w-ill not drill any wells tor the ipnpduct'iim of petroleum on 
any farm or tract of land (pwned by us. ex(;p;pt ahuig or adjac(*nt to exterior 
boundary lines <pf our resp<;ctive properties, to a gi-eater e.xtent, l■xclnsive of 
boundary-line wells, than PUie producing well f(pr each 30 .acres and eacli fractional 
part of 31) acre.s; provided that additional wells may be <lrilled with tlx; consent 
of the local assembly of the Prppducpprs' Protective Association for the district in 
which the particular property maj; be situated and of the general executive board 
of said producers’ association, or, in case such consent can not be obtained, upon 
the allowance of the arbitrators, or a majority of them, one to be chosen by tlie 
person or p<*rsona desiring to drill, one to be chosen by the local assembly pf the 
Producers' Protective Association for the district in which such property is 
situated, and the third bv the two so chosen,'’ 

It was not found possible to bring all the producers into the contract. The 
owners of large wells in the new* Washington fields made a groat profit byjteep- 
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in}< up production at the higher prices. Nevertheless the effect of the movement 
was admitted by Mr. Boyle to have been a “ hypnotizing” of competition. The 
price of erode oil was advanced about 29 cents per barrel by the restriction, so 
that the producers benefited materially. 

The price of refined oil to consumers was advanced about three-fourths of a cent 
per gallon, a difference somewhat less than the advance in crude oil. The lo.ss thus 
occasioned was partly borne by the Standard Oil Company as the chief refiner of 
oil. but the company gained by the added prosperity of the producers and the 
added liarmony between them and itself. (Boyle, 428-432, 4.09-462.) 

Mr. Lee tratifies, in less detail, confirming a number of the essential facts stated 
by Mr. Boyle concerning the ri'striction of 1887. He .adds that as a result of this 
restriction the iiroduction was decreased by IT.riiK) barrels per day, and by 1889 
the stock on hand was reduced to 9.000,000 barrels. The price was raised some¬ 
what by this movement, but not to the extent anticipated, and the arrangement 
was thereafter .abandoned. (284, 288.) 

Mr. Arch BOM) testifies that tlie shut-down movement of 1887 was entered into 
by the Standard Oil Conijiany only at the urgent request of the producers, and 
was not in any sense initiated by the company. This statement was supported by 
Mr. Phillip.H. (.140.) 

3. Effect on h/Oor.—According to Mr. Boyer, the effect of the agreementof 1887 
to practically (seise the drilling of new wells was naturally to in.iure the laborers 
in that occupatioTi. For their relief 1.000,000 barrels of oil were set aside from 
the 6,000.000 purchased by the producers from the Standard Oil Company, while 
the Standard added anotluT 1.000,000 barrels for tlie same inirpose, the profits 
from the rise in price of this oil being paid to the drillers. Meantime the drillers 
liad formed a strong organization and adopted a scale of prices. 

The pui'iiose of tims setting aside 2,000,000 barrels of oil for the drillers was 
ratlier a Imsiness than a philanthropic one. The object was to iirevent the oil- 
well workers from engaging in other fields or working for producers outside of 
the shut-in agri'ement. ft had been the custom during ])revious shut-downs also 
to take care of labor. The drillers did not suffer especially during the shut-down, 
since drilling for gas was active, and the restriction did not refer to Ohio aiul 
Indiana oil. (431.432, 182,483.) 

VIII. EFFECT OF COMBINATION ON LABOR. 

Mr. Ar«’iiii(ii.i) testifies that the Standard Oil Company has never had any 
serious diliiciilty with its employees in any department; tlnat the entire 35.000 are 
well paid, contented, and zealous for the company. Mr. Archbold lielievcs in 
combination of labor just as in combinatioii of capital. Labor .and capital are 
moving on in-csistibly toward more thorough organization in themselves ami 
closer and more harinoiiioiis relations between one another. (542, ,543.565.) 

Mr. Lee, an opiioneiit of the combination, admits that the Standard Oil Com¬ 
pany has paid and still pays good wages, although not better than those paid by 
the independent refiners. The employees are mostly competent and of high class. 
Nevertheless, the tendency, by closing down part of the refineries, is toward dis¬ 
placement of labor, and the centralization of industry in one organization gives 
it a greater control (iver labor than competing concerns could have. The Standard 
Oil Company pays very high salaries to its superintendents and department heads, 
so there may be no ni!t saving in wage payments by tin; combination. (286,288- 
290; see also ]>. 139.) 

Mr. Cl„M£K does not con.sidiu' that the wages paid by the Standard Oil Company 
to its employees ;it distributing stations are higher than those of independent 
dealers or than wages generally. He worked for the company for 6 years, begin¬ 
ning as a boy of 19, and his pay was raised only from 815 per mouth to $2.50 a day, 
the latter .sum being received when lie was manager of the station at Newark, 
Ohio. Ho hired men or lioys to drive hoops, till barrels, care for drays, etc., at 
from 60 to 75 cents per day. They could have earned more elsewhere, but hoped 
to work up. Hours of labor average fully 12 per day. Mr. Mathews says that 
this statement as to hours of labor is misleading and untrue. (348,349,494.) 

IX. RAILWAY DISCRIMINATIONS BEFORE INTERSTATE COM¬ 
MERCE ACT. 

A. Disoriiuinatioiis admitted before interstate-commerce act.—Much testimony was 
presenti'd conceroing the granting of special rates to the Standard Oil combina- 
thin. and other fonns of discriminatiotis or advantages obtained by it from the 
railways. A largo part of the testimony brought forward by opponents of the 
SliA—FT 1-10 
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combination, especially so far as reffards actual rebates or differences in rates 
‘'Jf previoiis to the adoption of the interstate-commerce 
act m l»8i. Vi hile the vvjtne.sses defending the combination pi-eaented some ovi- 
dence in rebuttal as to tlip.se early discriminations, tiioy admitted frankly that the 
practice of .secnnng rebates and special rates had e.visted prior to the adoption of 
tliat act. while denying absolutely any violation of law since that time. 

Thus Mr. Amuinor.i) testifies that previous to l.ssr practically all shipments of 
oil.orot freight ol any kind in large (piantities. were made under siiecial con¬ 
tracts between large shippep and the railways. The tariffs issued gave no clew 
to the actual rates charged. This practice was injurious, on tlie whole, to the 
shipper^ and was partisiilarly contrary to the interests of the Standard Oil Com- 
pany. I he various shippers, owing to the fear that some competitor might receive 
lower Ireiglit charges, cut prices to consumers in order to retain l-raile, thus often 
giving consumers more than the reduction from the published .schedules actually 
st'oiiml. feiiice tl)o practice lias ceased tlif* condition of business has been much 
niore settlea, and the witiless attributes tiic increased profits of tlio Standard Oil 
Company since the passa^^eol tiie interstate-coinmcna^ act in part to this change. 
Ihese special contracts were usually made at the instance of the railway comua- 
themselvtls*’^ shippers, rather tliaii at the iiistaiieeof the'shippers 

h ailniit.s that the Standard receii ed rebates from published rates, 

but declares that all other oil sliipjiers did tlie .same, and that in certain iiistance.s 
nl In' «tamlard, He cites as instances shipments 

dealers ^ and also .shipments from Nashville by indeilendent 

states further that, so far as his own e.xperieiice goes, the Standard 
Uil Uompany in securing such rebates made no arrangement with tlie railways 
*\r* they should charge to other shippers. (78!), 7'JO.) 

Mr. Eockefk.ller also admite the former universality of the practice of rebates 
from tariir rates. He adds as follows: 

"Each shipper made the bc.st bargain be eoiilu. but whether he was doing bet- 
r’! v”’ 'Y'?” "f conjecture. Much depended upon 


advantage xai uumv mo ucsr oar^^ains possime tor its freii^hts. 

All other companies did tlie .same, their success ilepeiidiiig largely upon whether 
they had the choice of more than one route. The Standard sought also to offer 
* 'Y ipr the ’lurpo.si.' of lessening rates of freight. It 

? .r?/: ti'eiSms in large quantity, carloads and train loads. It furnished loading 
facilities and discharging facilities. It e.rempted railways from liability for flreY 
h or these services it obtained contracts for special allowances on freights. These 
never exceeded, to the best of my pre.sent recollections, 10 iier cent. But in 
almost every instance it was discovered subsequently that our competitors had 
ourselves ^****'^’ ”'^*^*'* instances, better rates of freight than 

Witnesses opimsing tlie combination, liowevi'r, consider that thbse early dis- 
criimnatioms mured almost wholly to the benefit of the Standard Oil Commnv. 

Emery. Mr. ^KKWOOD, and Mr. Bice, in particular, declare that the 
growth of the Standard Oil monopoly between IHTCTand 1880 was almost entirely 
due to railway discnminations, and other witnes.se,s less specifically state the .same 
thing. They claim that the Standard received large rebates from i-ailways 
on shipments made bv ita competitors. The gi-o.ss profits of the comhinatioii frcfci 
discriminations are alleged to have been enormous, ranging into millions of dollars 
y68irly. 

II ®*CE declares with great emphasis tliat railway discrimination was the 
father and breeder of tinsta.” Were it not for dLscriminations neither the 
Standard M Company nor any other of the great comhiiiatioiis would have been 
possible. The Standard Oil Company was the first and may he considered the 
parent of all trusts. It had a direct influence in the organization of many later 
combinations. (688.) ^ 

As to the question whether the Standard Oil Company in its earlier davs received 
payment from the railways on oil shipped by its competitors. Mr. Rockepelleb 
in an amdavit submitted to the comniksion, stated that he knew of no such 
mstance. The only ca.se where such an arrangement was tempoiarilv entered 
into was that of George Rice, hereafter referred to, which was made by an 
agent and ^“ich was repudiated by the company, the money received being 
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Mr. Page also testifies that, so far as his own experience goes, no such rehates 
on shipments by competitors have been iweived. (7S)0.) 

Mr. Kockkfeeleb also denies that the Standard Oil Company increased its 
profits by the advantages it received from railways. “ Whatever advantage it 
received in its constant efforts to reduce rates of freight was deducted from the 
price of oil, Tlie advantages to the Standard from low freight rates consisted 
solely in the increased volume of its business arising from the the low price of its 
products," (iB,:).) 

B. Soath Improvement Company.—The first conspicuous case of discriminations 
between shippers in the oil business was in connection with the South Improve¬ 
ment Company, .as to which much testimony was presented. 

t. Oi-tjaiiizntion nnd rdation lo Staiukml Oil Coaijm/t//,—0])ponent.s of the 
Standard combination maintain th.at the South Improvement Company was organ¬ 
ized liy tlie same men who formed the Standard comllinatiisn, and that the methods 
of the company w'ere continued by the Standard. Mr. Lockwood declares that 
10 out of I :t incorporators of the South Impi'ovement Company were later con¬ 
nected witli the Standanl combination. 'Mr. Emery .and Mr. Rice, on the basis of 
tile testimony of William (1. Warden l)efore a committee of Congress on March 
30,1813, (piote tlie list of stocldiolders of tlie South Improvement Company as 
follows: William h’rew. 10 shares; W. P. Logan, 10 .shares; .lolin P. Logan, 10 
.shares; (diaries Lockhart, 10. shares; Richard S. Waring. 10 .shares; W. O. War¬ 
den. -Ld sh.ares; O. P. Waring, 41.) shares; P. H. Watson, 100 shares; 11. M. Flag¬ 
ler, 1.80 shares; O. H. Payne, 180 shares; ,1. A. Bostwick, 180 shares; William 
RiK’kefeller. 180 shares, and .lolm D. Rockefeller. 180 shares. Of these men 
Messrs. Flagler, Payne, William Rockefeller, .J.' D. Rockefeller, and Bostwick 
were imunbers of the Standard Oil Oomjrany.' (Lockwood, 384, 385; Emery, 
(illMIIO: Rice, r.ilO.) 

Mr. Bovi.e, editor of the Oil City Derrick, believes that the South Improvement 
Company had its origin anmng the railways rather than among refiners, and 
states tli'at the i-onvi<-tion was 'general in the oil region that the Pennsylvania 
Railroad and others were really hidiind the organization. The change in the locality 
of the production of oil toward the south tended to reduce the business of the 
Erie and New York (.knitral railroad.s in handling oil, and they sought this .agree¬ 
ment with a view to keejiing up thidr proportion of the traffic. The agreement was 
made with certain Philiuhdpliia, Pittsburg, and Cleveland rr'finers. The South 
Improvement Company iiurchased one of the numerous special charters which 
hail been granted by the legislature prior to the new constitution of 181.3. This 
ch.arter had been intended chietiy for other purjioses. but was very broad in its 
scope. (431-423.) 

Mr. Emery submitted the full text of the charter of the South Improvement 
Company. From this it appears that by .act of the Pennsylvania legislature of 
May 1. 1871. the South Improvement Company was created and vested with all 
the powers conferred by the act of April 1. 181(1. on the Pennsylvania 
Company. Tlie powers of this company, as shown by its act of incorporation, 
were extremely broad, imduding the authority" to construct and ojierate any 
work or works, public or private, di.-signed to include, increase, facilitate, or 
diwelop trade, travel, or the transportation or conveyance of freight, live stock, 
passengers, or any other traffic, by land or water, from or to any part of the United 
States." The company was also empowered to exercise the right of eminent 
domain, for the jiurpose of erecting any work in connection with the exercise of 
its powers, and to hold the securities of other companies, or in any other way 
to combine with them. ((101. (108.) 

2. Cmlnwt with milroad/t.—Mi. Lee (p. 283), Mr. Lockwood (pp. 385,400), and 
Mr. Rice (pp. (iSO-OOa) refer in greater or less detail to the contract made 
between the South Improvement Clompany and the trunk railroads reaching the 
oil regions, securing discriminating rates in favor of that company. The testi¬ 
mony of Mr. Emery on this iioiut, however, is -much more detailed and is fol¬ 
lowed in the summary given lielow. 

Mr. Emery submitted a copy of the contract made between the South Improve¬ 
ment Company and the Pennsylvania Railroad, dated June 18,1872. By this con¬ 
tract the South Improvement Company tmrees to ship 45 per cent of all the oil 
transported by it over the Pennsylvania Railroad, and to divide the remainder 
equally between the Erie Railway and the New York Central. Tlie South 


I It appears from the testimony of Mr. Emkhy that the ('ommittee of Congress referred to did 
Mot publish any report, nnd possibly did not even keep a record of the testimony taken. The 
chairman of the committee was Mr. Gilflllin. Mr. Emery-was in WnsIiiuKtonat the time and has 
a complete tiojiy of tho tostimony, taken either from newspapers or directly from stenographers. 
Mr. Boyle confirms the fact that there was such an investigation. (tklT, 60S.) 
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Improvement Company also agrees to furnish suitable tankage facilities for ship¬ 
ping petroleum and receiving it at its destination, and to keep records of tho 
amount of petroleum and its products shipped over the railroads concerned, both 
by itself and other parties. 

The railways agree to allow the South Improvement Company rebates on all 
petroleum and its products carried by them, and to charge all other parties not 
less than the full rates specified in the contract. These gross rae?a, according to 
several witnesses, were very much higher than those previously existing (e. g.. 
Lockwood, ;-!84, The railroads also agree to furnish to the South Improve¬ 

ment Compimy manifests and way-bills of all petroleum or its jiroducts trans¬ 
ported over their lines by all parties whatever. 

It was, however, provided that similar rebates and advantages,jShonld be paid 
to any other party who should furnish an amount of transportation equal to that 
furnished by the South Improvement Company, and eipial facilities for promoting 
the jHftroleum trade. This is the provision under which it is claimed that all 
parties had equal opportunities and advantages from the railways. Mr. Emery, 
however, insists vigorously that it wodld have been absolutely impos.sible for 
anyone ehse to secure the amount of business necessary to meet this reipiire- 
ment i)f the railways. The very (auitract it.self prevented any competitor from 
obtaining such equality in business. 

A further clause of the contract provides that the r.ailway ••shall at all times 
coojierate. as far as it legally may, with the party hereto of the first part, to 
maintain the business of the party hereto of tlu! first part against loss or injury 
by competition * * •» and to tluit end shall lower or rai.st^ the gross rates of 
transiiortation over its railroaihf and connections, as far as it legally may, for 
such times and to such extent as may he necessary to overcome such coinpeti- 
tion." 

The following are some of tlie gross rates and rebates provided for in the 
contract: 


Rates and vehates accordiinj to canftsicf. 
ON ORL'DE FETROl.El'M. 


(JrciSH 

rate. </ 


ReUute.n 


From any common point to - 

(^evoland. 

Pittalmrtf. 

New York__ 

Pliiladelphia. 

Baltimore.. 

Boston. 


I §0.-in 

.m .40 

2.r)ti i j.oo 

:».41 ' t.oii 

.•>.41 ; \.m 

:>.V1 ■ i.(h; 

I 


ON RRFINKD OIL, KTC. 


Prom Pittsburg to— | 

New York.. j 

Philadelphia. i 

Baltimore. ...- . . 1 

From Cleveland to— j 

Boston. i 

New York.-.| 

Philmlelphia. I 

Baltimore. ..-..! 


(K); 


1.H5 , 

..v» 

1. HT) 

.5(1 

2. ir) 

.50 

2. IK) 

.m 

l.W 

.50 

1.S5 

.fjO 


o For cacJi barrel of -43 gallons. 


Mr. Emery insists that this contract between the South Improvement Company 
and the Pennsylvania Railroad was actually signed and went into effect, notwith¬ 
standing statements to the contrary. He quotes from tne testimony of P. H. 
Watson, president of the South Improvement Conqiany, before a committee of 
Congress on April 5, IWU. in whicli Mr. Watson stated that the contract was 
approved by the hoard of directors of the South Improvement Company at a 
meeting at which he (Mr. Watson) was not present. The original contract has 
been submitted in evidence in previous investigations and is signed by P. H. 
Watson and by J. Edgar Thompson, president of the Pennsylvania Railroad. 
(610-619.) 
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Mr. Rioe declares that the arrancement by which the Soutii Improvement 
Company was to receive rebates on all oil shipped by its competitors meant that 
practically the rebates paid to the Standard on each barrel of oil shipped by itself 
were 19 times greater than the nominal amount of rebate provided in the con¬ 
tract. since the shipments of indiipendent refiners were 19 time.s greater than those 
of the Standard Oil Company. On this basis he calcnlati» the amount of rebates 
received by tho South Improvement Company as arranged from $7.80 to §95 per 
barrel. {689-095.) 

Mr. Arohbod) testifies that the contract entered into by the South Improve¬ 
ment Company and the railways was abolished before it became operative. He 
has no knowledge that a similar contract was shortly aftiu’wards made with the 
Standard Oil Company, and denies that the Standard in any sense continued the 
poli(;y of the South Improvement Company. He has always disapproved of that 
company. (540, 580.) 

:i, Ahanitiiiimeiit of lUxcriiiiiimtiiKj contract .—So great was the indignation 
among oil producers and refiners over this contract of tlie South Improvement 
Company that it was canceled almost before it went into force, and the charter of 
the company was subsequently repealed. (Lockwood, :i99, 400: Boyle, 495.) 

Mr. Emich'y submitted a copy of the report of tile executive committee of the 
Petroleum Producers' Union describing the growth of knowledge and of public 
opinion concerning the contract of the South Improvement Company, and showing 
how the indignation meetings which were held led finally to tlie abandonminit of 
that contract and to the repeal of the South Improvement Company's charter. 
On March 95. 1S79. the railways which had been conceriu-d in the arrangement 
with the South Im|irovement Company signed a contract with the represimtatives 
of tin' oil jiroducers and refiners, agreeing that the former rates on crude and 
refined oil should remain unchanged and that tlu're should be no rebates or draw¬ 
backs allowed, or any iliscriminations made in any way whatever. This contract 
containeil a list of rates which should prevail—in most ca.ses about 49 per cent 
less than the gross rates provided for in the contract with the South Improvement 
Compiiny. (8:19.) 

C. later discriminations daring the seventies.—1. General liintor !/.—It was the general 
opinion of witnesses opposeil t'l thi‘ Standard combination that this contract made 
with the railway companies w.as not lived up to for any length of time, but that 
discriminations in favor of the Standard Oil Company, fully as great and as unjust 
as those [irovided for in the contract with the .South Inqirovement Comiiany, con¬ 
tinued to be made throughout the seventies. Practically all of the statements 
made are b:*seil on pr.-vious testimony in suits and official investigations. 

Thus. Mr. Ennitv declares that heavy rebates continued to be i>aid to parties 
connected with the South Imiu'ovement Comi>any anil the Standard Oil Trust 
from 1979 up to IHSO, and that it was on this account tlnit the great majority of 
the refineries of the iudeiiendents were driven out of business. In evidence of this 
he submitted extracts from the testimony of Frank Rockefeller, an independent 
refiner, who had been driven out of business in Cleveland, before a committee of 
Congress in 1876. Mr. Rockefeller testified that the members of the Standard Oil 
Comp.any had not hesitated to tell competing refiners in Cleveland that unless they 
sold their property to the Standard Oil tloinpany it would become valueless, 
because that company was receiving advantages from the railways. He hoard 
J. D. Rockefeller and H. M. Flagler make this statement. About 90 refineries in 
Cleveland sold out under the influence of this threat. Mr. Rockefeller was of the 
opinion that heavy rebates were being paid to the Standard Oil Company, and 
were being divided by that company with certain individual officials of the rail¬ 
ways. He believed further that there was a pool or arrangement for dividing the 
amount of oil shipped among tho various railways. (8;49-845; compare confirm¬ 
ing testimony of Rice, 694.) 

Mr. E.mkuy also cites the testimony of George H. Blanchard, then general 
freight agent of the Erie Railroad, before the Hepburn investigating committee 
in New York, that he had become convinced that the Empire Line had received 
a large drawback from the Pennsylvania Railroad within 9 weeks after the rail¬ 
roads agreed not to discriminate. Mr. Emery also .submitted a letter from the 
general freight agent of the New Y'ork Central, dated September 9,1874, increas¬ 
ing the open rates on refined and crude oil materially and allowing a rebate on 
refined oil equal to the amount paid for the transportation of crude oil by rail 
from the mouth of the pipe lines to the respective refineries upon the basis of 14 
barrels of crude oil to every 10 bamls of refined shipped. It was further agreed 
that a rebate of 99 cents per barrel should be paid on all oil coming from pipe 
lines maintaining the agreed rate of pipage. 
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Mr, Rice declares also, on the basis of existing testimony, that at one time dur¬ 
ing the seventies the freight rate from Cleveland to New York for tlie Standard 
Oil Company wa.s nominally 60 cents per barrel, from which was deducted the 
amount of transportation charges on crude oil from the oil wells to Cleveland, 
amounting to 85 cents per barrel on crude oil, on the basis of 14 barrels of 
crude to 10 of refined, so that the actn.al rate paid by the Standard Oil Company 
on refined oil was only alxmt II cents per barrel. The freight rate to the com¬ 
petitors of the Standard at the same time was $1,00 per barrel, (606,) 

Mr. Rick, referring to the above-mentioned circular issued liy the New York 
Central Railroad, in 1874. agreeing to refund 'ii cents per barrel from the freight 
charges on oil coming frbm such pipe lines as maintain agreed rates of pipage, 
declares that this i-ebate practically destroyed the value of all iadependcnt pipe 
lines immediately. The pipe lines in tlie (Mimbination which maintained the 
agreed rates couhl bid 'i'i cents per barrel more for crude oil than their competitors 
and the latter could secure 410 business whatever. In supjKirt of this position Mr. 
Rice (piotes the eridence of E. G, Patter.son and the argument of Simon Sterne 
before the Hepbnni committee in 1870. (605, 606; compare Lockwood, 8,85.) 

Mr. Rice (luotes from the testimony of Messrs. Lombard, Bush, and Gregory, 
independent oil refiners at the seaboard, as to conversations with Mr. Scott and 
Mr. Cassatt, of tlie Pennsylvania Railroail, apparently during tile later seventies. 
Each of these gentleuaui declared that he had asked tlii-se ofllci'rs whether eipial 
freight rates would be given to them if they sliipped as mucli oil as the Standard 
Oil Company. The reply was that eipial rates would not lie given, and that the 
higher the freight rate.s w(‘re made the greater would be the discrimina tion against 
the independent shipper. The.se officers stati'd tliat tlie .Standard Oil Company 
was the only power that could keep peace lietween tlie trunk lines. (61)8, 6 !lit.) 

Mr. Emery testifies that the result of the suit of tlie Conuuonwealtli of Penn¬ 
sylvania V. The Pennsylvania Railroad was tlu‘ discovery of evidence wliiidi led 
to the finding of an indictment against .Tolni D. Rockefeller and otlin s in 187!). 
The case, however, was never tried. Tlie defendants attempted to secure a 
change of venue, and afterwanls applied te. the supreme court of Pennsvlvania 
tor relief, which they secured tlirougli some process of law not understood bythe 
witness. Finally, on account of lack of funds and tlie fetir of further delay, Mr. 
Camiibell. president of the Producers' Protective Associiition. settled th(.i case on 
receipt of .$40,600. which was used in defraying e.xpeuses. A contract was also 
made by which the railroad agreed to grant no more rebates. ( 668 . 668 .) 

Mr. Lockwood testifies that in the case of Pemisylvania r. Tlie Pennsylvania 
Railroad Company it was te.stitied by Mr. Cassatt tliat the open I'ate on oil at one 
time was ,$1.90 per barrel, while the standard Oil Company received a rebate of 
$1.10 on oil shipped by itself and its competitors. The Standard also received 
allowances for terminal charges, the terminal facilities having been jilaced in 
its hands by the railways, wliich reduced the actual freight charges to 35 cents. 
A letter written in 1878 by Mr. Daniel O'Day to Mr. Cassatt stated that the New 
■York Central and Erie roads were paying reliates of not less than 80 cents per 
barrel on all oil carried, and demanded from I lie Pennsylvania road a rebate of 
that amount, dating back several months. This rebate was granted, Mr. Cassatt 
having evidence that the roads aliove nameil were jiaylng reiiates, as stated, of 
from 30 to 85 cent.s. In another suit it was .shown that the profits of the Standard 
Oil Company during 4 years at this period were more than $'3 per barrel of oil. 
(385-387; confirmed in certain details by Lee. 364.) 

Mr. Rockefeller, in an affidavit replying to interrogatories, states that to 
the best of his recollection the greatest rebates were paid by the railways from 
1877 to 1879. The Standard then had an agreement for the special toper cent 
commission, and in addition rebates amounting, as the witness liclieves, to 64i 
cents on refined oil were paid by the railways to equalize with shipments made by 
the Erie Canal. These rebates, however, wei’e open to all persons who shipjicd by 
rail. The impression of Mr. Rockefeller is that the Erie Railway, at least, did 
not collect the higher rate from the shippers and later make rebates from it, but 
actually lowered the rate to all shippers. (795.) 

2. Empire '^aniimrtation Company.—Mr. Lee and Mr. Rice refer to the 
discriminations made by the railways against the Empire Transportation Com¬ 
pany by which it was driven out of business. In 1877 and 1878 freight rates were 
cut to 8 cents per ban-el during this fight. (Lee, 263; Rice, 696.) 

Mr. Archbolp explains the transaction by which the Standard Oil Company 
absorbed the Empire Tranmortation Comi»ny, referred to by Mr. Lee. The 
Empire Line and the Green Line were corporations whose stocks were owned by 
the officers and managers of the Pennsylvania road. Through these companit® 
the railway became interested in pipe lines and in oil refining. The Standard 
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claimed that the a'oud discriminated in favor of its own refineries. In view of 
this fact the Standard Oil Company refused to aliip over the road, and thereliy 
finally forced the sale of the pipe lines and refineries to the Standard Oil Com¬ 
pany. (513,514.) 

3. Gross am(yunt of reiatex, IIS77-1S79 .—Several witnesses referred to the testi¬ 
mony of Mr. Cassatt, in the ease of Commonwealth v. Pennsylvania Railroad, in 
1K7!), as to the high rebates paid from 1S77 to 1879; and also to the estimate made by 
Mr. Emery before the Hou.se Committee on Manufactures in 1.S88 that the gro.s3 
amount of ridiates received by the Standard from Octolxw 17. 1877, to March 31, 
1879, was no less th.an $10,1.55,318. (Lee, 304,287; Lockwood, 386, 387; Boyle, 
4.53; Rioe, 090, 097.) 

Mr. Akouboi.I) explains the methods employed by Mr. Emt'ry in making the 
e,stimatcs referred to by Mr. Lee as to the amount of rebates received by the 
Stand,ard Oil Company from 1877 to 1879. Mr. Emery calculated that the 
Standard Oil Company received a relrite of 04,1 cents per barrel on refined oil, 
and various rebates, ranging from 39 (units to 32.J cents, on crnde oil. He bsik 
the average of all these figuivs, claiming 55 cents as the average rebate thus 
received by the Standai'd t)il Company. He tlmi calenlalcd this rate of rebate 
upon tile entire consumption of oil in this country, from Octobin' 17, 1877, 
to March 31, 1879, reaching the total of §10.1.5.5.318. This involved the entirely 
false assumptions that all oil consumed was shijiped eastward, and all ship)i(‘d 
by tlie .Standard (Ill Company; that all trunk lines paid the same rebate as the 
Pennsylvania Railroad; that the shijimcnts of oil on which 641 emits rebatt'was 
paid (uiualed the shiiiments of oil at the lower rebati's, Tlie evidmice of Mr. 
Ga,ssaf.t refers only to one trunk line, the Pennsylvania Railiu.ad, and shows the 
following facts: 

"I. Tliat tlie Standard Oil Comiiany ship]ied no oil over the Pennsylvania Rail¬ 
road until .Inly. 1875. That the Peunsylvaniii Railroad was then interested in 
r('fining in competition with the Standard, and not only allowiul the Standard no 
prel'erenees, lint diseriminated against it to sneli an extent that the Standard 
stopped shipiiing over the road in Mareli, 1877. 

■' n. That in Oetoher. 1817, tlie Pennsylvania Railroad and the Standard entered 
into an agreement by wbieh tlu' St.andard Oil Company was to liave a commission 
of to per cent on all freight tnrnislied by it in consideration of the Standard 
agreeing to eniia,Ii/,e oil freights on the 4 trunk liiK's. 

■‘HI. That this agi’emnent did not i.'lfeet a discrimination even to that extmit 
as against oilier shippers over the Pennsylvania Railroad prior to May 1, 1878, 
because said sliipiii-rs liad contracts extending to tbal date, which were excepted 
in tile contract with tlie Standard. 

■■ IV. That the Pennsylvania Railroad was willing and olfiwed to carry oil for 
all shippers on the same terms with the Standaril, excepting only III per cent 
commi.ssion. for which it demanded like considerations. 

"V. That it (lid continue to carry for all .shippers who did all their Imsiness 
over its line as low as for the Stamlard. commission inclmbul. 

•• \’'I. That shipp(.‘rs not nsing the Pennsylvania Railroad were able, after May 
1, 1878, to get oil east by the Erie Canal lower than by rail, and shipped their oil 
by that route, in c()nso(inenc(i of which the Pennsylvania Railroad shippers were 
paying greater freight rates than other shippers. 

•• VII. Li (!onse(£nenc() the Pennsylvania rate wa.s reduced to those who contin- 
U(*d to ship liy that line 441 cents on refined, making the net rate .§1. said 44,t cents 
being paid as reliate. 

•■VIII. For the same reason, namely, to meet canal rates, in July, 1878, the 
rtrte to those wlio shipped by rail was further reduced 39 cents, the '30 cents being 
paid as a rebate, and refnmled back to May 1, 1878. 

•' IX. That these rebates were paid to all shippers who shipped entirely by rail, 
and were for the expres.s purpose of putting them on an e(inality with those who 
shipped by canal. 

“X. The same is true of the rebate allowed on crude oil during the same period, 
e.xcept 10 per cent paid to Standard and 334 cents paid to the American Transfer 
Company, the latter being the pipe line's share of a through rate. 

" XI. Tliat tlie rebates which were paid from May 1, 1878, to eipialize rail and 
canal shipments, were (Ikscoiitinued December 8 of the same year, when the canal 
was closed. 

•‘XU. All payments of rebates entirely ceased March 8t, 1879.” (Abchbold, 
514, 515; compare Boyle, 458.) 

Mr. Emery defended the estimate made by him, reaffirming his testimony on 
this subject presented before the House Committee on Manufactures in 1888 (pp. 
343-847). The three separate figures for rebates, which were taken to secure the 
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average of 55 cents, on which Mr. Emery based Ins estimate, ^ere respectively 
CAJ cents, 61^ cents, and 49 cents. The calculation of these rebates on tlie entire 
amount of oil shipped in every direction and by .all the railroads is, in Mr. 
Emery’s opinion, justifiable, since rebates are known to have been paid by all roads 
on practically all oil shipped. It appears that Mr. Cassatt also admitted in the ca.se 
above referred to th.at the Pennsylvania Railroad alone Imd paid fully $4,000,000 
in rebates during this period, which is about the proportion calculated by Mr. 
Emerjf as paid by that road. Mr. Emery submitted in evidence the book of testi¬ 
mony in the cast! above named. (860, 601.) 

4. Tideimter Pipe Line. AVTO.—Mr. Eice stiites that in 1679 the Tidewater Pipe 
Comp.iny laid a 6 -inch infle to Williamsport, Pa., and .secured .special rates from 
the Beading and Central New Jersey r.ailroads to the st-aboard. Ijj order to com¬ 
pel this company to sell out to the Standard Oil Company competing railways cut 
rates on freight to 15 cents per barrel from tlie oil regions to the coast, this amount 
barely paying for the fuel .used in the engine. In supi)ort of this statement 
Mr. Rice miotes from the annual report of Mr. Gowmi, president of the Phila¬ 
delphia and Reading Railroad. (696. 697.) 

D. Arrangements between pipe lines and railways.— !. Contract of Nutumal Transit 
Compani) and Peniinylvanki Pailroad, Js'dl. —Mr. Rice cprote.s from a letter of 
Mr. Newlin, attorney for the plaintiff.s in tlie case of Fennaille & Desiieau.x v. The 
Pennsylvania Railroad Company, in the circuit court of the United States for the 
eastern district of Penn.sylvania, This letter states that it was pi'ovi'd in that 
suit that a contract was made on May 6,1S81. between the National Transit Com¬ 
pany and the Pennsylvania Railroad (knnpany. by which the transit company 
guaranteed to the railroad one-third of the tran.sportation of oil to th<‘ seaboard. 
The rates on oil thus carried, so far as furnished by the National Transit Company, 
were to be much lower than the o))en rati's to the public. Thus, by way of Fo.v- 
burg to Communipaw, the through rate, including the charge of the local pipe 
line to Foxburg. 20 cents, was 6.8 cents. On oil funii.shed by the pipe-line com¬ 
pany to the railroad at Fo.vlmrg the pipe-line company was to receive as it.s share 
one-fourth of this open ratm namely. 17 cents, and one-half of the difference 
between this one-fourth and the public rate, i. e.. 68 cents, was to bi' paid to the 
railway—that is. 354 cents was to go to file railway. The difference between the 
share of the open rate coming to the railroad,48 cents, and its share of this .secret 
rate was 231 cents, lieing practically a rebate of that amount to the .Standard Oil 
Company, although the word rebate nowhere occijrs in the contract, 

Tliis same letter refers to the contraid made in 1884, more fully described below. 
(700-703.) 

Mr. Page .states that Mr. Newiin’s deduction concerning the rebates to the 
National Tran.sit Company under this contract of 1.881 were erroneous. The court 
before which the suit referred to was brought granted a motion for nonsuit on 
the ground that the entire case rested on a mi,sunderstaniling of tlie terms of this 
contract. Mr. Page submitted a letter from Mr. Dodd, solicitor of the Standard 
Oil Company, together with a letter from George T. Bispham. of Philadelphia. 
The latter explains in detail the method by which Mr. Newlin made the calcula¬ 
tion as to the amount of rebate above referred to. Mr. Dodd's letter quote.s fhe 
two section.s of the contract upon which Mr. Newlin's charge is based as follovws; 

The through rate.s from the discharging point of the gathering pipes in the 
region to the de.stitiation of the oil, whether the same .shall be shi])ped entirely 
by rail or by trunk pipe and rail, shall be fixed by the trunk-line railroad com¬ 
panies, provided they can agree upon the same, and the transit company agrees 
to accept thereof as the share due to its through pipes the proportions hereiiiT 
after fixed.'’ 

“ Whenever the through rate from the exit point of gathering pipe .shall be 
less than forty (40) cents per barrel, the local or gathering pipe shall be con¬ 
sidered 8 .S entitled to a rate (‘(piivalent to only one-fourth (i) of the rate which 
shall be formed by the addition of the said through rate to the public rate which 
the local pita) charges, and one-half (4) of the difference between this one-fourth 
and the said public rate .shall be con.sidered a.s due and to be paid to the railroad 
company, but this difference shall never be such as to make the local pipe receive 
less than ten ( 10 ) cents per barrel." 

Mr. Dodd’s letter states that Mr. Newiin’s error consists in confounding the 
“ through rate from exit point of gathering pipe ’’ with the ’• public rate which the 
local pipe line charges.” Mr. Newlin takes one-half of the difference between 17 
cents and 68 cents, the latter being the railway rate, as the sum paid over to the 
pipe-line company by the railways. As a matter of fact, he sjiould have taken 
one-half of the difference between 17 cents and 30 cents. “ the public rate which 
the local pii)e line charges,” there being no other reference to public rate in„tHe 
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section. This half amounts to U cents instead of 35.t cents. Moreover, the 
entire arrauKement applies only where the through rate is less than 40 cents per 
barrel, and Mr. Newliii s inference to the contrary is baseless. 

The fact is, as stated by Mr. Page and Mr. Dodd, that the Standard Oil Com¬ 
pany i)aid exactly the same rate as other shipper's over the Pennsylvania Rail¬ 
road from and to the various points named, but that, on such oil as was carried 
partly by pipe line and partly by rail, a through rate was made, of which the pipe 
line naturally received a share. At this time the seaboard pipe line of the Stand¬ 
ard did not reach beyond Hamilton, Pa. In order that the railway might be 
compensated in part in case it made an exceedingly low rate of freight, below 40 
cents per barrel lor the through rate, the pipe-line company agreed to take a part 
of the charge of its local pipes, which arc to be clearly distinguished from its 
seaboard line, and pay it to the railway. So far from any rebate being made in 
favor of the Standard, this might be considered a rebate in favor of the railway. 
(Page, 75»-7fi;i.) 

2. Cmitract of Nalional TmiiHit Canipanji ii)id Tidewater Pipe C'diirpany, ISSS.— 
Mr. Rice testilies that on October !), 188;!, an agreement was made between the 
National Transit Company and the Tidewater Pipe Company, which liad pre¬ 
viously been competing, for a division of traffic, the Tidewater Pipe Company 
being iillowcd 11} per cent of the total pipe-line transportation, Within months 
after this contract was made the railways advanced the tariff rate on refined oils 
by 871 («'nts per barrel, thus giving a great advantage to the Standard Oil Com¬ 
pany, wliicli could pipe its oil to the sfiaboard at a cost estimated by Mr. Rice as 
aniouuiing to 7 cents per ban'cl, and could then refine it there. Mr. Rice declares 
that the contract nnwli! with tlie Pennsylvania Railroad Company in 1884, more 
fully ilescribed by Mr. Emery, was intended to influence the railroad to maintain 
high rates to tlie .seaboard, thereby giving the Standard a great advantage tiirough 
its ownersliip of the seaboard pipe lines. Although this contrsict of 1884 may not 
now be actually enforced, the railways and the pipe lines still charge precisely tin) 
saiue rates to the seaboard, and these rates are very much higlier than those 
which wiu'c I’harged hy the I'ailways prior to the agi'eement with the pipe lines. 
This statement is uidield by a quotation from Mr. Franklin 15. Gowon, formerly 
president of the Reading Railroad. (7;58,7:111.) 

3. Vuntrart of AW,} Mirren National Transit Vompann and Pennsyhxmia Kail- 
road—Mr. Emery refers to tin' contract made in 1884 between the National 
Tran.sit Compa.ny and the Pennsylvaina Railroad, a copy of which was sub¬ 
mitted. This c.iiitract contains the i'oihnving claases: 

"The transit company agrees that all petroleumbronght to the Atlantic seaboard 
by all exi.sting <'arriers, whether rail or pijie, now eng.aged in transporting such 
property, or wliich may iiereafter engage in sucli transportation in coniunction 
with tile transit company's pipe lines, .shall be ascertained monthly, and so much 
of it as shall have been shipped in the refined state shall be reduced to its equiv¬ 
alent in crude oil by consid(U'ing that one and three-tenths (I ) gallons of crude 
are reqinred to make one (1) gallon of refined oil. It further undertakes and 
agi'ees that if of the total so transported the railroad company shall not have 
moved in its cars twenty-six (21!) per centum thereof the tran.sit company shall 
cause to be delivered tocars furnished by the railroad company at Milton, Pennsyl¬ 
vania, .such ipiantity of crude petr(deum as .shall, when added to the amount 
which lias been actually transjiorted by the railroad company to the seaboard in 
said month, make the total transported by the railroad comiiany in said month 
equal to said twenty-six (21!) per centum," 

“ The railroad company shall be entitled to one-half of the current through 
rates thereon." 

It was further agreed that all joint rates for the transportation of oil from any 
delivery point of the local pipe lines to any refining or terminal point should be 
fixed by the railroad company in concurrence with the trairsit company. It was 
also provided tliat the rates on refined oil and other products should be fixed 
upon the following basis; From railroad .stations in the oil regions to any eastern 
point the rates should equal I.!! times the current rate on crude oil to the sjune 
point; from Pittsburg the rate to the east should be equal to 1.3 times the cuiTent 
charge on crude oil to such eastern point from rail jaiinta south of Oil City, deduct¬ 
ing 1..8 times the charges for moving a barrel of crude oil from the local pipe to 
Pittsburg. 

By another contract made on the same day it was provided that, instead of the 
railway company beinff compelled to furnish oars and transport the additional 
oil which might be delivered to it by the National Transit Company to make up 
the 26 per cent agreed upon, the National Transit Company itself should trans¬ 
port through its pipe such extra quantity. The transit company should then pay 



154 INDUSTRIAL COMMISSION:—DIGEST OP EVIDENCE. 


to the railway on the oil thus carried by itself the amount of freight payable to 
the railway at the rates provided for in the other contract, deducting a sum rang¬ 
ing from 6 to 10 cents per barrel a.s its compensation for transporting this oil. 

Mr. Emery declares that the purpose of this contract was to kee^) up railway 
rates in order tliat independent shippers might not liave equal facilities for .ship¬ 
ping tlieir oil to the seaboard. The railway accepted the perconti^ge of traffic 
assigned to it as a comiiensation for tlms k(!eping up rates. Ac(«)rding to Mr. 
Emery the actual cost of tramsporting oil in a pipe line from the oil regions to the 
seaboard is not more than 5 cents per barrel. Tlni railways have transported oil 
products for as little as 8 cftits per barrel. Were it not for this contract they 
would have sought oil freight by cutting rates very materially. As it is. the rate 
fixed at the time of this agi'eement, by the consent of the National Transit Com¬ 
pany, as provided, was 1.5 cents per barrel. It has since beenraised and is at pres¬ 
ent .5'3.1 cents per barrel in bijlk. 

Mr. Emery (tcchi.vi.s further that about ‘IS per cent of petroleumproducts would 
necessarily be transported by rail in any case. Lubricating oil. tar. gasoliiu', etc., 
can not be shipixid through pipe lines. ' 

The witness believes that this contr.act, or one essentially the same, i.s still in 
force. He bases this statement upon the fact that a repre.sentative of the Buffalo, 
Rochester and Pittsburg Railroad at one time proj)osed to Mr. Emery to arrange 
for shipping oil over that road to the Erie Canal, saying. ■■ They do not see fit to 
recognize us as an oil road and I am going to do some of tliis business." As 
soon as these negotiations liecame known, howevei', the Buffalo and Rochester 
received its proportiim of the busiiusss and discontinued the arrangements with 
Mr. Emery. (Emery, 

Mr. Rice .submitted a letter from Mr. Newliu showing Unit it had been proved 
in the case of Ladenburg, Thalniann & Co. v. The Pennsylvania Railroad Com¬ 
pany, that under this contract cif 1884 tliere had regularly been a deficiency in the 
share of the oil transjiorted by the railway company, wliich was made up by a 
payment on the part of the National Transit (.'ompany. Tlie following statement 
of the settlement for the month of September. 1884. furnisln d by the comptroller 
of the National Transit (.'ompany, shows the working of this .system (703): 


Total number of tiarr.'ls so trunsporteil... l.mt.lWlI 

Railroadcomjmny’M.sliare.. ...... lOli.tHO 

Amount e.arried by railroad... .. ;ie.y.596 

Deftoioncy.. ... . .sil.slH 

On this dotiriouey the railroad rotnpany w.as allow.'. 1 on Xciv yrorkoil.at .mo Iniltof tlic 

current through rate, 45 cent.s, equals gj' .■.■nts p.'r barr.'l, on 4:t,i’S15 I.arrelH.. ill,.set,(13 

Loss compensation allowed tran-sit .-ompaiiy f.ir pumping tin. sum.', at ll cents__ :i, 929.85 


Total....... 5,894,78 


The railroad comiiany wa.s ullow.sl on Phila.I.4phia oil for W,:t29 barrels, at oncdialf 

current thronirh rat.-, 40 .‘cnts, .-.inals rtucems js-r iMirrel. 8,045. :t0 

Less allowe.t Nationai Tran-sit Company for pumping same, ai M c..nts, ... :l, 21(1.33 

Total... ...... 4,827.48 

Total payment l»y tlie Katiomil Transit Company to the Pi.nnsyjvania Railroad Com¬ 
pany for deiicieiicies f.u' the inontli endiu),' Septomix.r :«), 1884 ... 10,122.36 


Mr. Dodd, solicitor of the Standard Oil Couqiany, in a hitter submitted by Mr. 
Page, exidains the reason for the arrangement provided for in the contract above 
referi’ed to. The pipe line of the combination iiad ,iust been completed to the 
seaboard. It could not have reached that point without the consent of the rail¬ 
way company, as no frce-pipe-lino law tlien existed in New .Jersey. It was st^ll 
necessary to nave a traffic contract with the railroads iind to deliver oil to the rml- 
road at different points for shiimient to Philadelphia. Accordingly, in addition to 
agreeing to divide the rates on oil carried partly by pipe lines and partly by rail, in 
the same way as was provided by the contract of 1881, it was further agreed that 
if the railway company did not move 26 per cent of the oil the transit company 
should pay it the deficiency. (761.) 

4. Pipe lines in Ohio. —Mr. Rice states that it was testified by Mr. O’Day, gen¬ 
eral manager of the pipe-line system of the Standard Oil Company, in 1888, that 
the Chicago and Atlantic Railroad allowed the combination to lay its pipe lines on 
the railway's right of way from the Lima oil fields to Chicago without charge, 
in view of the profit to be received from the transportation of the material for 
constructing the line. After the pipe line was completed the railway rates on oil 
were raised from 20 to 87 per cent above those fomerly existing, to the injury of 
independent shippers of oil. The present freight rate from Lima to Chicago is 40 
cents per barrel, which is eight times as much as it costs the Standard to pipe its 
crude oil to its great refinery at Whiting. (730.) ’ 
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Mr. Rick testifles tliHt the receiver of the Cleveland and Marietta Railroad 
allowed the Standard Oil Combination to lay its pipe lines on the railroad’s right 
of way from the Macksburg field to Parkersburg, W.Va., but refused to allow 
the pipe line of the witness even to cross the tracks of the railroad. (740.) 

E. Refusal to furnish cars,—Mr. Emeky, when he was producing oil in the Bradford 
field and operating a refinery at Philadeliihia, wa.s unable to secure tank cars for 
transporting his crude oil to the refinery. The Pennsylvania Railroad owned 1.126 
cars; but.asthe witne.ssbeliflve.s,byorderof the Standard Oil Company, all but 
248 of these cars were sent out of the State, and he was'unable to secure more than 
one in a w'eek or longer for carrying on his business. An officer of the Rixihester 
and Pitt.sburg Railroad told him that that road was threatened with a loss of its 
coal traffic if it hauled Mr. Emery’s oil. (64K, 049.) 

Mr. Lockwood also stah'd that one of the chief ways in whicli the railways 
discriminated against tlie independent refiners was by refusing to furnish cars 
to men who had oil to ship, or by furnishing only a few. or by delaying them 
unduly. (;i',)9.) 

F. Discriminations against Mr. George Rice.—1. Helationx Mwi’eii .Ifr. Rice ami the 
Starulard. —Mr. Rice, who has owned a refinery competing with the Standard Oil 
Company, at Marietta, Ohio, since 1876, makes numerous charges of discrimina¬ 
tions against himself by tlu' railway comi)anies. especially on shipments towaixl 
the South. Most of these charges rebate to the period previous to the passage of 
the interstato-comim'rc.e act. 

Mr. Lo(;kwood also la.'fers to the disi'i'iminations against Mr. Rice, but his 
statements are less detailed th.an those of Mr. Rice himself, and need not be .sum¬ 
marized. 400, Kll.) 

Mr. AKcuiBdl.i) testifies that Mr. Ri(;e has not for many years beam directly 
occupied in refining, but has made a business of attacking the Standard Oil Com¬ 
pany—in wlii(.'b Mr, Arcbbold believes he has been financially aided by other 
oppoiK'iits of the comiiany—and of attmiipting to compel it to buy out his refinery 
at an c.xbrbitaut price. As far back as 1880 he demanded $.')00,000 for the refinery, 
whii'li was worth pos,sibly 82.5.000 or 8:10.000. He based his dtunand on the state¬ 
ment that he had already inaugurated a number of suits before the Interstate 
Commerce t’oniniission, and would push them unless it were granted. He also 
threatened to injure the Standard Oil Company by making what are known a.s 
"cut ixuotalions" in the markets for refined oil. In sujiport of tliesc' statements 
concerning Mr. Rice, Mr. Ardiladd submitted extracts from testimony of Mr. 
Rice on cross-i';\-;i.minatiou in the suit of the State of Ohio r. The Buckeye Pipe 
Line Company. t;ikeu Fidu-uary 20. 1899. Mr, Rice then stated that In; had at one 
time offered his plant to the Stiindard Oil Company for 850.000. and still earlier 
for ,820.000; that later on he demandt'd $500,000. and in June, 1890, sent one Mr. 
Orvis to th(‘ Shtndard toil Ciuniiany with ;i proposition to sell at the same iimount, 
the under.standing being that Mr. Rice was to do nothing further in the way of 
litigation or anything of th;it kind. 

Mr. Rice’s t(,‘stimony in this suit abso showed that b(‘ luid personally emidoyed 
two iittorneys as counsel to assist the attorney-general of Ohio in a sirit for con¬ 
tempt instituted against the Standard Oil Company. (5.59,561,,562.) 

R('plying to these statements of Mr. Archbold, Mr. Rice testifies that no one 
ever furnished him a dollar to aid him in any fight he has inadr; against the Stand¬ 
ard Oil Trust or the railroads. 

Mr. Rice also declares that the charge that he attemirted to blackmail the 
Standard Oil Company in order to compel it to pay a large pri ce for his refinery 
is entirely untrrre. This has been the stock in trade of the Standard Oil Com¬ 
pany in oj>po8ing him for 18 years. Mr. Rice (piotes from hi.s iirevious testi¬ 
mony in suits against the Standard ()il Company. In this Mr. Rice stated that in 
1882 Mr. F. B. Scpxire, the present secretary of the Standard Oil Company of 
Ohio, cams to him at Asbury P.ark and offtued him .$250,000 for his oil properties, 
including his crude-oil-producing properties as well as the refining plant. In 
1888 Mr. Rice offered his properties to the Standard Oil Comixany for $2.50,000 and 
$50,000per year for ,5 years. A letter from Mr. Archlxxld, dated December 1.8, 
1886, submitted in evidence, shows that the Standard Oil Company was then will¬ 
ing to discuss the deal further with Mr. Rice. In 1887 the witne.s.s offered his 
“ plant ” (apparently only his refinery) at $125,000, and $25,000 annually for 5 years. 
It is not true, as charged by the Standard Oil Company, that Mr. Rice then said to 
Mr. Archbold that it would be bettor for the Standard Oil Company to make a deal 
with him, and that by so doing parties would bo deterred from encouraging a line' 
of action against the Standard Oil Company. The Standard has produced evi¬ 
dence in the form of letters from one Edgar P. Hill, addressexl to the Standard Oil 
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Company, stating tliat he was in a position to negotiate with Mr. Rice, and advis¬ 
ing the company to come to .some arrangement with him, owing to tlie efifect which 
he might have npon public opinion, and in bringing legal proceedings against the 
company. Mr. Rice denies having had any arrangement or conference with Mr- 
Hill on this subject, and states that the.so letters were thrown out as being incom¬ 
petent evidence in a ca.se before the courts in 1887, although they -were afterward.s 
submitted a.s evidence before the House Committee on Manufacturt's in 1888. 

Mr. Rice declares that his property was actually worth the §500,000 which he 
demanded from the Standard Oil Company. It is absurd to iwint out that he had 
offered to sell during the.seventies at a lower price, since he had increased his 
plant to five times its previous capacity, and had included in the offer his produc- 
in,g properiies, which consisted of about 200 acres of oil land, wilh from 150 to 
200 barrels per day production. Mr. Rice calls attention to the fact tluit his testi¬ 
mony in the Ohio investigation has been ini.sprinted, making it appear that 
negotiations for the sale of his property- yvei-e conducted in 1807! instead of 1887, 
and making it appear that he testified tliat the capacity of his refinery was 10,000 
bariels per annum instead of 100,000. 

Mr. Rice also exhibited a pamplilet prepared by himself in 1881, entitled '• Black 
Death," together with another pamplilet of the same title, with red printing on 
the margin, defending the Standard Oil Company and attai-king Mr. Rice in 
strong language.' (140-154.) 

In rebuttal of the above evidence Mr. Paoe submitted an affidavit from Mr. 
F. B. Sipiire. dated Decemlier 1.1800. stating that in 1870 Mrs. Oeorge Rice informed 
him that Mr. Rice yvished to sell his entire oil property, including crude produc¬ 
tion. for $24,0(K). The affidavit continues: 

--Imet Mr. Rice .several times after this and he kept urging the matter. In 
the summer of 1881 or 1882 he invited me to meet him and ids yvife at Asbury 
Park. I did so. They there made me an offer to sell the property, stop all jii-ose- 
cutions, and be friendly with the Standard Oil Company for ,§250,000—.8.50.000 to 
go to me for my good office if I could bring it about. I rc-ported the result to Mr. 
Archbold, including tlie offer to me. and it was immediately declined. I advised 
Mr. Rice, who called at my office tin* next day. and he stated that the company 
would regi-et this act. Immediately after this Mr. Bice published the iiamphlet 
called ‘Black Death.' 

--F. B. Squike." 

Mr. Bice submitted a supplemental affidavit denying the statements made by- 
Mr. Squire and further explaining his negotiations with the Standard Oil Com¬ 
pany. The affidavit states; 

“The real truth of the matter is that in the y-ear 1876 Mrs. Rice and myself 
were boarding in Neyv York at the same place with said Squire, and Mrs. Rice was 
acquainted with a Mrs. Waring, who was also an acciuaintance ot said Squire, 
That in some conversation with Mrs. Waring the matter ot the oil business came 
ui> between them, and subsequently the said Squire spoke to deponent about his 
oil interests and said he possibly could sell some of it to the Standard Oil Com¬ 
pany if he was so disposed to part with it. That the result of several conversa¬ 
tions was that deponent informed Stjuire that if he or the Standard Oil Company 
desired to purchase my refining plant (which was only? a small part of my entire 
oil properties and interests in the- oil or petroleum business) he or it could have 
the same for §26,060, as my wife was very desirous that I should get out of the 
refining business, and it was finally offered to S(iuire for that sum, which was not 
acc^ted. 

“In the summer of 1882 I was stopping with my wife at Asbury Park, where 
Squire, on his own solicitation, came to see me, and he then and there offered ihe 
^50,000 for my entire oil properties, including production, pipe lines, storage 
tanks, and refinery plant, I never offered the said Squire the sum of $.50,660 
commission or any other sum to make said sale; nor did he suggest it or demand 
it, or any other sum whatever, nor did I say to him that the company would 
regret their act if they did not purchase from me, nor was I ever aware that said 
Squire had an office, except by hearsay, at Cleveland, Ohio. As this latter alleged 
interview occurred in the summer of 1882, as I testified Defore your commission, 
and as my pamphlet, ‘ Black Death.’was published on December 15, 1881, it is 
superfiuous to swear to it, that, because said propo.sition was not accepted by said 
Standard Oil Company, I immediately published said pamphlet as retaliatory 
against said company.” 

Mr. Bice further testified that in 1889 he gave evidence, in the presence of Mr. 
Ai-chbold, at a special term of the supreme court of New Yprk Citjr, conceniing 
this offer of Mr. Squire to him, and that Mr. Archbold did not deny it. Further, 
in 1889, Mr. Archbold stated that in the negotiations between Mr. Rice a^d him 
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self in 1886, Mr. Rice's producing property was not refen-ed to, and that ho (Mr. 
Archbold) now heard concerning the producing property for the first time. This, 
Mr. Bice declares, substantiates his statement that the early offers made by him 
at a low price refer only to his refinery. (79:1. 794.) 

3. IjonisviUe and Nashmlte Railroad. —Mr. Rice submitted a letter from Gliess, 
Carley & Co., a representative of the Standard Oil Company, to Mr. Culp, general 
freight agent of the Louisville and Nashville Railroad: 

Chess, Caet.ey & Co., Louisville. 

J. M. Culp, Esq., O. F. A. 

Dear Sir: Wilkinson & Co., Nashville, received car of oil Monday, 13th, 70 
bill., which we suspect slipped thro’on the unval .5th-class rate—'‘in fact, we 
might Siiy.” we know it did—paying only .Jtl.riO freight from here. Charges $.77.40. 
Please turn another screw. 

Yours, truly, Ciiuss, Carley & Co. 

.June 16, '81. 

Wilkinson & Co. were Mr. Rice's agents at Nashville. Mr. Rice declares that 
within five days the rates to Nashville were raised aOper cent. He'does not know 
whether the Standard Oil Company paid this full rate or not, but thinks it fair to 
presume from general experience that it did not. He admits that it is an 
extremely difficult thing to prove that reb:ite.s have been received. (701, 70.7.) 

Mr. PaVie refers to the alleged discriminations against Mr. Rice in connection 
with the above letter. He states that Chess. C.aTley & Co, were not tlira directly 
controlled by the Standard Oil Trust, although the Standard Oil Company of 
Ohio liad an interest in the business. Mr. Carley was manager, with complete 
control. The lettm- (luoted was written by Mr. Hathaway without the knowl¬ 
edge of Mr. (hrley. Mr. Hathaway had formerly been m the employ of the 
Louisville ami Niishville Railroad, aud it was a common expression in the office 
of the railroad at that tinu' that the machinery was loos(‘ and that it should be 
tightened by turning a screw. Thi' expression, therefore, naturally crept into 
the letter. The .shipment of oil by Mr. Rice to Nashville had been billed at less 
than the regular tariff rate whiidi other shippers were paying, less than Mr, Car- 
ley himself was paying, and Mr. Hathaway calls attention to it as being an error 
to be corrected. 

Mr. Page further testifies that he believes from information that Mr. Rico 
received the letter above referred to with a number of statements and letters 
which the railway comiiany sent to Mr. Rice in connection with a later claim 
made by him concerning an alleged over charge. If the railroad had construed 
the letter as demanding a discrimination against Mr. Rice, it would not have 
allowed it to go into his hands in this way. Mr. Cnl[) testified before the House 
Committee on Manufactures in 1888 that he had never seen tliis letter, but that 
he would have put the interpretation ujion it which has just been mentioned. 
(76:1, 764. 78.7.) 

Mr. Bh'e declares further regarding the above lettiT that he considers the 
explanations given of it by Mr. Culp and Mr. Carley liefore the House Committee 
on Manufactures in 1888 to be exceedingly lame and untrustworthy. He is will¬ 
ing to pit his own statements against tho.se of these witnesses. It is certain that 
the railway rates were raised .76 per cent to Mr. Rice within 7 days. (747,748.) 

;l. Rales higher than from Standard’s shippingjmhits. —Mr. Rice also testifies 
that in 188,7 the railway rates from Marietta to Mimqihis and New Orleans were 
suddenly doubled without pri'vious warning. iThe officers of the local railway at 
Marietta declared that this was done solely at the instance of the connecting roads, 
but Mr. Rice believed otherwise. The rate was restored after some correspond¬ 
ence. but in the following year the rates were again raised from 43 to 163 per cent. 
The witness declares that rates from Parkersburg, 13 miles from Marietta, where 
the Standard Oil Company has a large i-efinery, were not raised at all. He brought 
suit to forfeit the charter of the Cincinnati. Baltimore and Washington Railroad 
and the Queen and Crescent Railroad. He proved, as he states, that the former 
road had discriminated in favor of the Standanl Oil combination from 4:4 to 163 
per cent, and the latter from 39 to 313 jier cent. He also proved other large dis¬ 
criminations. The court simply contented itself with deciding that the roiuls must 
not charge less jier 100 pounds on tank-car shipments than on barrel shipments. 
This decision. Mr. Rice declares, was not obeyed. As the result of these unfair 
rates, Mr. Bice was driven out of 19 of his 34 agencies, losing his business in 39 out 
of 73 towns, all within 5 months. (710-714.) 

4. Rebates on, eriule-oil shipments. —Mr. Rice submitted a letter from Mr. Pease, 
former receiver of the Cleveland and Marietta Railroad Company, to Mr. Rapello, 
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its solicitoi-. together with Mr. RajKJlo’s reply, these letters having passed in 
February and March. 1885. Mr. Pease writes that Mr. O'Day, representative of 
the Standard Oil Comi)any, had eoinpelled Mr. Terry, of the railroad, to make a 
85-cent rate on all oil shipped from the Maokslnirg field to Marietto by other ship¬ 
pers than th(! Standard, and to pay to tin- conihination a rebate of 25 cents per 
barrel on all oil thus shipped, making $25 per day, approximately, of clear money 
on Mr. Rice's oil alone. The Standard Oil Company itself was* to pay only 10 
cents per barrel. The receiver (pieries as to wlmther he might not be prosecuted 
on the ground of unjust discrimination. Mr. Rajiello rejjlies that .such a prosecu¬ 
tion might be possible, but believes that the profits from the arrangement with 
the Standard Oil Company, wlmse shipments aie very much gri'ater than those 
of Mr. Rice, are sufficient to (Mimpeiisati’ for any los.ses or .sums which would have 
to be refunded. '* 

Mr. Rice declares that he very soon discovered the discrimination which was 
being made against him. the former rate of 171 cents per barrel having beeh 
doubled in order to make the :i5-cent rate. Suit was brought .against the railw’ay 
com))any in the United .States circuit court, and .Tudgo Baxter ordtn'od the receiver 
to be removed. In his opinion, wdiicb is (pioted by Mr. Rice, he recite.s as proven 
the facts above referred to concerning the discrimination, and declares that the 
de.sire of the receiver to inci’ease his earnings does not justify such discrimination. 

Railroads are constructtsl for the common and equal benefit of all p<u'sons w’ish- 
ing to avail themselves of the facilities whicdi they ati'oi d. * » * This fran¬ 
chise carried with it other and correlative oldigations. Among these is the 
obligation to carry for every person offering business, under like (ircumstances, 
at the same rate. Unjust discriminations are in violation of sound public policy 
and are forbidden by law." 

A master was amanuted to ascertain the amount of rebates paid on Mr. Rice's 
oil to the St.anda.rd Oil Company, and this amount was duly recovered by liiin. 

Mr. Rice states that the decision of .Tudg(^ Baxter wars made before the passage 
of the interstate-commerce act. showing that, in the opinion of the courts, dis- 
criminatioms were illegal without any special statute. In fact, the addition of a 
penalty of fine and imprisonmi-nt by the interstate-commerce act is consiihired 
by Mr. Rice to have had practically no beneficial effect, since the law* is contin¬ 
ually violated. 

Being (piestioueil as to whether receivers are not fori-ed to make discrimina 
tions in order to compete with other roads wiiich make discrimitiations, Mr. Rice 
declare.? that receivers, being repres<.‘ntatives of the courts, ought to be especially 
circumspect in confonning to the law, wiiatever might be the effect upon the 
earning power of the railway. (lOti-Td!). 7fll.) 

Regarding this last-mentioned case, Mr. .AKOHiiOi.D (piotes all the most impor¬ 
tant parts of the testimony of Mr. D. O'Uay t)efore the Crunmittce of the House 
of Representatives in 1888. Mr. O'Day tlum testified that an arrangement was 
made by him in 1882 or 1888 with the Cleveland and Marietta Railroad Com¬ 
pany for a through freight rate from the Macksburg, Ohio, oil fields to Marietta 
by pipe line and railway. The joint rate wa.s to be 85 (*nts per barrel, and it 
was Mr. O'Day's opinion that 20 cents was to go to the pipe line, which was a 
Standard organization, and 15 (amts to the raihvay, although a letter waa sub¬ 
mitted as evidence to show that the railway received only 10 cents. Mr. O'Day 
further testified that this rate of 85 cents was to apply to all oil transporte(l by the 
railway, whether passing through the pii(e line or not. At first it was arrange(J 
that a rebate ecmal to the proportion of the joint rate going to the pipe line should 
likewise bo paid to the Standard Oil Company on all oil. About $200 or ,$250 was 
thus paid by the railway on oil not passing through the pipe line, hut this sum 
was returned to the railw’ay by the advice of Mr. Dodd, solicitor of the Standartl 
Oil Company. This refunding was made before suit was brought to dismiss the 
receiver of the railway, a proceeding with which the Standard Oil Company hacl 
nothing to do. (55t!-.5.59.) 

Other statements of Mr. Rice refer to the period since the interstate-commerce 
act. (See pp. 164,167.) 

X. HAIL'WAY DISCRIMINATIONS SINCE INTERSTATE-COMMERCE 

ACT. 

A. Seneral itatements. —1. Opponentt of combination .—Much evidence wassubrait- 
ted on both sides as to the rpiestion whether rebates and other fonns of discrim¬ 
inations in favor of the Standard Oil c(jmbinati(m are being panted at present. 
Little testimony was brought forward to prove that it still rweives actually lower 
rates for shipments over the same tracks tnan its competitors. The chief instance 
which it was endeavored to'-prove had to do with the underbilling of th^weight 
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of oars shipped by the Standard. This is taken up in detail later on. Mnch evi¬ 
dence was also submitted as to (1) advantages in tank-car shipments over ban-els; 
(3) lower rates where the Standard's shipments are the largest than whore the 
indmmndent refiners chiefly ship; (3) indirect advantages of different sorts. 

Witnesses testifying in opposition to the Standard Oil combination, however, 
are of the opinion that direct discriminations and rebates are still received by 
the Standard Oil combination. Tliis opinion is exin-essed by Me.ssrs. Lke (2!f3). 
Lockwood (;1!I6). E.mery (C;!U-63;1), Phidui’S (601). and Davis (S.IS). 

Mr. Bice testifies that the officials of the Standard Oil Company are either 
pre.sidents or directors in companies controlling one-fitth of the total railway mile¬ 
age of the United States, and attributes this fact to their having secured disW’imi- 
nations from railways in the oil business. At a conijiaratively early date variou.s 
railway officials had taken stock in the Standard Oil Oomtiany and the relation 
betweim the combination and the railways is still exceedingly (dose, Mr. Bice 
believes that railway tariffs on oil won; formerly and are still pr.-»ctically dictated 
by the Standard. ('686.703,737: compare Mon.net'I', 3I8.) 

'Mr. Page denies the charge that railway tariffs are ever issued from the office 
of the Standard ()il (.'omiiany in New York, although lie admits that the company 
has of course consulted with railroads in regard to the tariffs, as all large shippers 
lu-obably do. 

Mr. Page further denies that any official of the Standard Oil Company who is 
connected with any railway has ever made a special rate or arrangement for the 
Standard Oil ('om])any, or has ever a.sked for any undin- share of tlie business of 
that company. Tlie Standard's business it.self would neces.sarily suffer if atten¬ 
tion vviue tlius |iaid to the individual int(>rests of different stockholders. (766.) 

Mr. BoiikeI'-kli,E l! makes iiractically the .same statement as Mr. Page. (796.) 

Mr. Bice expresses the opinion that the railw.ays evade the interstate-commerce 
act by iiaying commissions to nominal agents for .si-curing fndght, although he 
doubts whetlicr-the Standard Oil fiompany finds it necessary to employ agmits in 
order to secure such commissions. (737.) 

Mr. Page di.-nies absolutely that the Standard has ever received, cither directly 
or indirectly, any comnii.ssions from railways since the interstate-commerce act. 
(769.) ^ 

Mr. Emeky submitted a.s evidence of the (‘xistence of discriminations generally 
the letter of the receivi'rs id' the Baltimore and Ohio Bailroad to the Interstate 
Commerce Commission.dati'd December 33,1H!)6. This letter states: 

" Within the territory north of the Ohio Biver and east of the Mi.ssissippi the 
railroad carriers are transporting the larger part of the interstate traffic at rates 
less than those .shown in the (mblished tariff filed with your commission, which 
are by statute the only lawful rati's. 

'• "While this condition continues there will e.xist the un.just discriminations and 
the unjust preferences and advantages between persons, localities, and particular 
descriptions of traffic, the prevention of which i.s the main object of the act of 
Congress e.stablishing your commis.sion. Only by securing the uniform charging 
of the published rates can the just eijuality of service and of charge required by 
law be secured eith(*r between per.sous or betwe-en localities." 

The letter goes on to .say that such discriminations and secret rates have been 
to some e.xtent checked by joint associations of railways. Since under the deci¬ 
sion of the .Supreme Court of the United States joint a.ssociations and agreements 
are held illegal, the railwtiy company applies to the Interstate Commerce Com¬ 
mission to vigorously enforce the law, and agrees to cooperate with the commis¬ 
sion in so doing, both by itself maintaining luiblished rates and by giving infor¬ 
mation concerning violations of the law byOther common carriers. (637,638.) 

Referring to the above letter of Receivers Cowen and Murray, Mr. Page denies 
that the Standard ()il Company has over received any rebates or advantages from 
the Baltimore and Ohio Railroad since the interstate-commerce act. (770.) 

2. GeiiCi'al denial. —Mr. Arohboi.d, vice-president of the Stamlard Oil Com¬ 
pany, replying to Mr. Lee's testimony, denies that the Standard Oil Company has 
received rebates of any sort from raihvay companies since the passage of the 
interstate-commerce act in 1887. The only case specifically refeired to by Mr. 
Lee goes back to 1889 and was not strictly a case showing di.scrimination,s in favor 
ot the Standard Oil Company, but rather discriminations, so calh'd, in favor of 
tank shippers as compared with barrel shippers of oil. (Compare p. .) 

The Standard Oil Company has sought to uplndd the interstate-commerce act 
in every way, and is decidedly in favor of that act. It is possible that railways 
have since the law was passed offered rebates to the Standard Oil Comiiany, but 
if so it has always refused and will continue to refuse to accept them. The wit¬ 
ness submitted letters from officers of the leading railways of various sections of 
the country in reply to a circular inquiry sent out by the Standard Oil Company, 
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asking whether the respective roads had granted any advantages to that coni- 

E , “ either by direct tariff, rebate, undeibilling. or in any other way.’’ These 
■8 each specifically deny that any snch preferences have been given to the 
Standard Oil ComjMny, and many of them further state that the Standard Oil 
Company has used its influence with the railways to maintain agreed tariff rates 
and to support the interstate-commerce act. The letters referred to are from the 
following railways; Atchison, Topeka and Santa Fe; Baltimore and Ohio; Boston 
and Maine: Chicago and Alton; Chicago, Milwaukee and St. Paul; Chicago, Bur¬ 
lington and Quincv; Cleveland. Cincinnati, tfiiicago and St. Louis; Delaware, 
Lackawanna and ’Western; Erie Railroad; Great Northern; Lake Shore and 
Michigan Southern; Lonftville and Nashville; New York Central and Hudson 
River; Northern Pacific; Ponn.sylvania Railro;id; St. Louis and Sfm Francisco; 
Southern Pacific; Southeni Railway; Union Pacific: Wabash Railroad; Western 
New York and Pennsylvania. (51,'5-.’j38, .’580.) 

Mr. Arch BOLD further states that it i.s suspected that the competitors of the 
Standard receive some advantages and special rates. He refers also to the low 
rate’s received by the United States Pipe Line on rail..shipments in New Jersey. 

Mr. Phillips denies that the independent refineries receive any advantages or 
discriminations from the railways. The low rates received on oil from the terminus 
of its pipe line in New Jersey to New York are open rate.s, and in proportion to 
the rates from Oil City and other mor(> di.stant shipping points. (001.) 

On this subject see above, ii. 104. 

Mr. Paoe repeatedly makes the same a.ssertion .as Mr. Archhold, that the Stand¬ 
ard has received absolutely no advanrages from the railway.s since the passage of 
the interstate-commerce act. and asserts that in his position a.s an officer of the 
Union Tank Line Company lu' wonld he certain to know of any .such discrimina¬ 
tions. He asserts that it is impos.sihle to doubt the truth of the statements made 
by the presidents and otticersof the various railw:iys whose letters on this .subject 
are quoted by Mr. Archbold. He adds that the reasons wliy the Standard has not 
received and asked for rebates, in spite of the well-known fact that some large 
shippi’i's have received such advantages since the passage of the interstate-com¬ 
merce act, are. first, because to do .so would be a.gainst the law. and secondly, 
because the company knows from past experience tliat if it receives cut rates on 
oil shipments, other oil .shippers will do the same. (778, 78(i, 787.) 

Mr. Page likewise comments upon tlie fact that the opponents of the combina¬ 
tion. notwithstanding their active efforts to prove violations of law. have during 
more than 13 years been aide to bring forward only one ca.se, which is e.xplaineil 
a.s lieing a clerical error (see pp. HU-ICd). It would have been imiiossible, in 
view of the iminen.se number of railway employees, to keep rebates and di.scrimi- 
nations .secret. (778.) 

In further refutation of the general ei idence as to the importance of di.scrimi- 
nations in favor of the .‘Standard Oil Oompany, Mr. Page submitted evidence to 
show that the total tonnage of oil moved by the railroails of the United States is 
less than one-half of 1 per cent of the entire annual tonnage. (781).) 

Mr. Rockefeli.er. in an affidavit submitted to the commission, made the fol¬ 
lowing statement on this subject: 

•‘7. Q. Has the Standard Oil Company received any, financial favors from, any 
railroad since 1887?—A. To my knowledge, none whatever. 

“8. y. Has the ownership of stock in railroad companies by officers of the 
Standard Oil Company given the .Standard .advantages with those railroads over 
its competitors? If so, give particulars.—A. It has not. Stockholders and offi¬ 
cers of the Standard have invested in stock of railway companies. But in no 
instance have they done .so for the purpose of influencing the policy of the rail¬ 
way companies, nor to the best of my knowledge and lielicf has any attempt ever 
been made through such owneivship to influence any railway in favor |of the 
Standard.” (79.5,706.) 

8 . Rejoinder .—In view of the statements of numerous railway officers that no 
discriminations have been granted to the Standard by their roads, Mr. Emery 
declares that these higher officers may perhaps be ignorant of the existence of 
discriminations which are actually made. He would desire to have the auditors 
and bookkeeiiers compelled to testify and the books of the companies brought into 
court. In the case below referred to against the Pennsylvania Railroad (p. 161) 
information of rebates was secured in this way, when the president and general 
freight agent of the road had sworn that none had been paid. The witness believes 
that that company would have paid almo,st any sum to prevent its books fnim 
being examined by the courts. 

Mr. Emery believes that railway discriminations are responsible for the oppress¬ 
ive monopolies which exist in almost every line of business; that but for them 
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there would have been no trusts. He refers to the excessive prices of coal in the 
northwest us showing a combination in that business. (643.) 

Referring to the above aeries of letters from railway managers, Mr. Rice declares 
his belief that the Southern Railway Company, at any rate, actually does indulge 
in freight discriminations, such as are charged by Receivers Cowen and Murray 
of the Baltimore and Ohio Railroad. (747.) 

B, logsn, Emary & Weaver Oa»e.—Mr. Emebv states that the case of Logan, Emery & 
Weaver v. The Pennsylvania Railroad Company was brought in 1887, but was 
continued until 1890, largely through the delays of the railway. The president of 
the Pennsylvania Railroad, and its general freight agent, testified in 1890 that posi¬ 
tively no rebates had been paid, at least since 1887. But the auditor and assistant 
auditor of the road, as well as a bookkeeper who had been employed in keeping 
the accounts of one department for 26 year.s, testified that rehate.s of from 8 to 28 
cents per barrel had been granted since 1887. Mr. Emery also (piotes the testimony 
of B. 13. Campbell in this suit, showing that the Bear Creek Oil Refining Company, 
with which Mr. Campbell was connected, had received rebates on shipments from 
Coleman Station to Philadelphia, Communipaw, and Bolivar, from October 1, 
1884, to July 1, 1888, a year and a half of this time being after the pa.ssage of the 
inter,state-commerce act. The total amount of rebates received was $48,101. 
After long delay and difficulty th(i court issued an order reciuiring the Pennsyl¬ 
vania Railroad to produce its Imoks, and these were actually brought to the idace 
of trial. They were, however, never examined. The witmiss believes that they 
would have incriminated the officers of the company, and that it would have been 
willing to pay a very large sum to eHc.ap(^ showing them. The attorney of the 
railroad accordingly ajjproached the plaintiffs and offered to settle the case. Mr. 
Emery's {lartners were very inuc.h discouraged and di.sguated, and were too p(x>r 
to can-y the suit further. 'They feared that the railway company would succeed 
in continuing its dilatory niethi >ds and piling up the expenses of the case. Accord¬ 
ingly the proposed .settlement was finally accepted, the railway paying ,$3.6,000 and 
the expenses of the suit. It does not appear that the Standard Oil Company was 
concerned in this (iase. (633-(i35-660.) 

The above evidence was confirmed in its general outlines by Mr. Lee, who was 
attorney in th(‘ suit. (287.) 

C. Favorabls rates from Standard shipping points.—1. (h'lii’nil utateiiimts. —Considera¬ 
ble evidence was also presented to show that the Standard receives peculiar 
advantages in the way of lower freight rates from its large shipping points than 
prevail from points where its competitors mak(‘mostof their shipments. The 
representatives of the Standard Oil Company state that the only advantage 
enioyed by the combination results from the location of its refineries at idaces 
nearer to the point of consumption. The large munher of refineries owned by the 
Standard in different pliices makes the average di.stance which it must ship less 
than that of the independent refiners having a .single establishment. So far as 
rates perniile are sometimes less from one point than from another, this is a com¬ 
mon jiraidice among railways, depending upon the amount of shipments. 

Thus Mr. Pmje tewtifies as follows: 

‘•Commissioner Pronty's arguments seem to be to the effect that the Steudard 
Oil Company liad advantages by re.ason of h.aving its reftniuies and distributing 
plants at Chicago and the Atlantic seal)oard. as well as at Lima, Buffalo, and 
other middle-Btate points, ,as compared with a refiner who had his w-orks only at 
Cleveland or in the Pennsylvania oil regions. We admit that by having refineries 
and distributing plants at Chicago for the We.^t, at Buffalo. Lima, and Parkers¬ 
burg for the Middle States and the South, and at the Atlantic seaboard for the 
East and New England, we have decided advantages over a refiner who has his 
works only at one point, and who tries to compete with us in selling oil through¬ 
out the country. We claim, however, that such an advantage is a fair one, and 
can not be overcome by any fair or rea.sonable adju.stment of freight rates. We 
further claim that by having our refineries and distributing plants located at 
various points throughout the country we can and do distribute more cheaply 
and sell the oil at a less co.st to the consumer, and it is more to the interests of the 
country at large for the consumer of oil to get it at a low cost than it is to try to 
fix freight rates on any basis that will permit one manufacturer at one point to 
distribute his iiroducts throughout the United States.'' 

Mr. Page adds that the rates on oil from different points in the Pennsylvania 
field are liiade on a uniform basis, and similarly from the Ohio field, so that there 
is no difference in favor of the Standard as regards places really similarly situ¬ 
ated. (770, 778, 788.) 

Mr. Lee and Mr. Monnett testify that independent shippers are esjiecially 
benefited where water transportation can be secured in competition with rail 
83a—PI- 1-11 
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transportation. The latter witness points out, for example, that the rates to 
New Orleans from Northern shipping points are lower than to places 150 miles 
north of there. Compare on this subject the evidence as to differences in rates 
for short and long hauls. (Lee, 361); Monnett, 316.) 

2. Whiting rates.—Mr. Monnett testifies that the Standard Oil Company gets 
an advantage over its comp(!titors by securing lower rate.s from points where it 
has refineries than are made from points wliere competing refineries exist. Thus 
it has transfeiTed most of the business of its Cleveland branch to Whiting, Ind. 
The freight late to New Orleans from there is 33 cents per barrel, as against 33 
cents from Cleveland, and 4liis injures severely the competing company of Sco¬ 
field, Shurnier & Teagle. (369,) 

Mr. Westoate states that formerly the rate on oil from Titiisvilli^to the Pacific 
coast was 781 cents per 100 pounds, but since the Standard Oil Company estab¬ 
lished its new refinery at Whiting, an added rate of 171 cents to Chicago has been 
made, the rate from Chicagcrremaining 781 cents. (376.) 

As I’egards this difference in rates to the South alleged to exist between 
shipments from Cleveland and those from Whiting, Mr. Page states that 
Whiting is considerably nearer to New Orleans than Cleveland. On its being 
pointed out that there is a greater difference between the respective rates in the 
case of petroleum products tlian in tlie ca.se of linseed oil. Mr. Page states that 
railways adjust their rates from (Ufforent point.s according to the amount of 
traffic and to other conditions. Cliicago is naturallj' a large shipping point for 
linseed oil. and the traffic can bein| a higlier relative rate from there than it can 
from Cleveland. The Standard Oil Company has hxrated its refinery at Whiting 
because it is nearer the gi’cat West, which is a large consumer of oil. The com¬ 
pany thus has an advantage over those shipiping to the West from more eastern 
points. (777,778. It should be borne in mind tliat tlie Standard transports crude 
oil from Ohio fields to Whiting by means of pipe lines.) 

3. New York and New England.—Mr. WEs rOATE states that he fonnerly ship¬ 
ped oil to various points in eastern New York and New England at the regular 
carload rate for Boston and so-called Boston points, but recently the through 
rates to numerous places have been withdrawn from this adjustment and local 
and arbitrary rates on oil. different from tliose on other commodities, added to 
the through rate. The Bed Line rate to Boston from Buffalo is 334 cents per 
hundred on oil. but to various other jdact^s in Massachu,setts the rale has been 
made 33 cents. The witne.ssis priictically excluded from such (dties iis New Haven 
and Providence, and from Vermont pjnnts. A recent circular of thi‘ Red Line states 
that oils on the Central Vermont Railroad and the New York, New Hav(m and 
Hartford Railroad can not he taken at the rates named in the regular tariff, but are 
subject to arbitrary rate.s. The ratt‘ on oil to Bnrlingkm, Vt., in 189.5. as (pioted by 
the Lake Shore Railroad, was 414 cents; to St. Johnsbury. Vt.. 3()1 cents; to New¬ 
port, Vt,, 38) cents t)er 106 pounds. The two last-named ,st:ition8 are entered in 
the Red Line traffic book as taking Boston rates, which are 234 cents. 

On April 12, 1899, the general agent of the (Jreen Line system wrote to the 
witiiess that the Delaware and Hudson had ordered that on shipments from 
Whitehall, N. Y., to various points in New England and New York, named in 
the list, additions of from 5 cents to 14 c,ent.s per barrel-must be made to the Bos- • 
ton rate of 234 cents from Titn.sville. The agent called the attention of the rail¬ 
road to the fact that the.se rates amounted to about 34 cents per ton per mile, but 
no change was made save U) add certain other stations (between Saratoga and 
Northcreek), which should bear rates of from 6 to 18 cents in addition to the 
Boston rate. 

The witness, in fact, has found that the railways do not appear to wish to 
handle independent oil. Very few agents solicit oil trade as they do other kinds 
of freight business. The commercial agent of the New York, Chicago, and St. 
Lonis Railroad writes under date of April 12, 1898, that the road can not name 
satisfactory rates on oil from Titusville to Vennont. The manager of the New 
York Central Fast Freight Line (Bed Line, White Line, Blue Line, etc.) writes, 
December 5,1898, that oil is not a commodity which they are allowed to handle on 
fast freight lines. The witness considers oil somewhat more dangerous to handle 
than other freight, but very little. (373,378.) 

The difficulty as to railway rates on oil, in Mr. Westgate’s opinion, appears to 
be largely that arbitrary rates are fixed to different places at the will of the rail¬ 
ways, apparently with a view to favoring shipments by the Standard Oil Company, 
Bates are higher from places where the independent refiners do their manufac¬ 
turing and shipping than from those where the Standard Oil Company is located. 
The witness believes that oil should be classified as sixth-clags freight or, at any 
rate, as fifth class, and should bear the regular tariff rates prescriW for other 
goods of the same class. (879.) * 
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Mr. Abchbold disclaims all knowledge of recent changes in freight rates in 
New York State or elsewhere, such as are refen'ed to by Mr. Westgate. He 
doubts exceedingly whether any have occurred recently, nor does he know of any 
rates which work i)eculiar disadvantage to the competitors of the Standard Oil 
Company. (573.) 

Regarding the statements of Mr. Westgate, Mr. Page testifies that the Stand¬ 
ard makes East Boston a main distribntiim point for a large section of New Eng¬ 
land, shipping oil from there as far as to Portland on the north and Newport on 
the south. This .station is supplied partly by rail and partly by steamer shipments 
ft'oni the company’s refineries at the .seaboard near New York and Philadelphia. 
The Standard Oil’Company also .ships to some extent from the Pennsylvania oil 
region to New England, and in so doing pays precisely the same rate as others. 
It is not denied that by having refineries located on the seaboard the Standard has 
an advantage in supplying oil to New England over competitors having refineries 
in Cleveland or in the oil rerion, hut under no fair adjustment of rates could these 
more distant refineries bo placed'Oii an eipiality. 

As to the reason of the railways for refusing to make a through rate on oil 
from the West to New England points, so that the rates to Newport and 
other places are much higher than to Boston, Mr. Page testifies that the rail¬ 
ways have their own methods of fi.xiiig through rates. In some cases they make 
through rates, while in others th(^y diarge local rates to different points in addi¬ 
tion to the througli rates to the central points. Tlicse adjustments depend upon 
the amount of freight shipped and on other causes. The witness particularly 
denies that Mr. William Rockefeller has ever influenced the rate.s on the New 
York and New Haven Railroad. (770,775.) 

4. A<li:uiiht(jc i>f Sl«iidard in aliijiiiieHix in and to Canada.—Mr. GaI.l, a whole¬ 
sale de,aler in ](e’troleuni products at Montreal, testifies that .shortly after the 
Standard Oil Conii>any in 18!)8 purchased all of the existing riifineries in Canada, 
the through freight rates on oil over the Canadian Pacific and tin; Grand Trunk 
from American [loints to Montreal were nearly doubled, the purpose being, as he 
believes, to favor the Standard Oil Company in it.s bu.siness. since that company 
was refining oil in Canada and did not have to pay these high rates. ‘The rate in 
April, 18t)8, from Wai'ien, Pa., to Montreal was 2:14 cents. At present it is 4)1^ 
cents, and this cliange has been due entirely to the increase in r.ates on the Cana¬ 
dian roads, tlie rate from Warren to Buffalo being still 8} cents. The rate from 
Toledo was formerly 2'.lt cents but has been raised to 46.t cents per barrel. Owing 
to these increases in the li'eight it is inipos.sible in Canada to sell at a profit even 
Ohio oil, W'hich costa at Toledo only from 3 to 5 cents per gallon, at 17 cents per 
gallon, whii’li is thi‘ price now fixed’ by the Standard Oil Company for Canadian 
oil. the latter being scarcely (^qual in (piality to Ohio oil. 

Th(^ company with which Mr. Gall is connected, together with the Sun Oil 
Refining Company of Hamilton, made complaint before tlie railroad committee 
of the privy council of Canada in June, 1891), coiK^erning these excessive charges, 
and also (concerning the discrimination which then existed on local shipments 
between Canadian oil and American oil. 

At that time the railways were in the habit of demanding from shippers a state¬ 
ment wdietluu' oil was American or Canadian. In .shipping from Montreal to St. 
•Tohn.s the witness has paid $1.08 per barrel on American oil and 54 cents on 
Canadian oil. The original bills of lading were submitted in evidence. This dis¬ 
crimination has been acknowledged by the railways and has been stopped. 

The rates referred to from Buffalo to Montreal, 35 cents per 100 pounds, are 
much higher than those from Sarnia to Montreal, on the same class of goods, 
although th(! distance from Saniia is 77 miles greater. The Standard Oil Com¬ 
pany has large refining works at Sarnia. The rate from Buffalo and Suspension 
Bridge to Montreal i.s 35 cents, that from Sarnia to Montreal 35 cents per 100 
pound.s. 

The witness also believes that secret rates are made to the Standard Oil Com¬ 
pany on its shipments of American oil, much lower than the open rates. He has 
made this charge before the railway committee, but is unable to submit definite 
evidence in support of it as yet. 

The witness believes that the increase of rates referred to was made at the insti¬ 
gation of the Standard Oil Company. For some time before the increase it was 
impossible for the independent shippers to ascertain what the proposed rates 
would be. The Standard Oil Com^ny made very large shipments to Canada 
immediately before the higher rates went into effect. The witness believes that 
it had knowledge of the change that was to be made. 

The Michigan Central Railway, as the witness has been informed by one of its 
officers, refused to increase freight rates when other roads did so, and the result 
is that ihe Standard Oil Company has taken away all its freight from the 
Michigan Central. 
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The Standard Oil Company ie also shipping oil to Canada hy vessel from New 
York, as well as transporting oil from Sarnia to Montreal hy water. 

The witness does not believe that this action of the i-ailways is in any sense due 
to political influence, or to a desire to discriminate against the United States gen¬ 
erally, although it has been the case in the past that Canada-owned railways, 
partly with the sanction of the government, have di.soriminated in various ways 
against the American shipper. (675-678,682-68.5.) 

Mr. Westo.\te. an independent refiner at Titusville, testifies that when the 
rate on oil from Buffalo to Montreal was advaiu-ed from 26 cents to :65 cents per 
100 pounds he sought to nbtain a rate on the New York Central to Adirondack 
Junction, 9 miles from Montreal, with a view to having his oil switched the 
remaining distance. But the New York Central made its rate tt^ that point 65 
cents also. This would amount to l.()5 cent.s per ton per mile, while the average 
rate per ton per mile on oil is about 76 cents. The witness is thus practically 
shut out from the Montreal inarket. (675. :!78.) 

As to freight rate.s to Canada. Mr. Arouboi,)) does not believe that there are 
any discriminations in favor of the Standard Oil Company. The advance in rates 
recently made on American oil from Buffalo to Detroit over the Canadian roads 
was in the interest of those roads and injurious to the Standard itself, since tliat 
comiiany pays these rates in full uu<l ships over 75 per cent of the American oil 
consumt'd in Canada. He knows of no rates that are not open to all comers. 
(572, 575; compare Rogers, 582.) 

_ Mr. P.vGE confirms this statement, but adds that he floes not know the propor¬ 
tion of the shipments by the Standard from this country as (compared with the 
oil it manufactures in Canada, but does know that its shipments from the United 
States were greater last year after the advance in rates than before. (788.) 

D. Short and long haul.—Mr. Rick submitted statements concerning a large num¬ 
ber of discriminations existing at the present time bfc.wcon rates to terminal 
points and to intermediate points, e.spccially on the shipment of oil. Tlmse rates 
are taken from the public tariffs of the respective railways. All of them refer to 
shipments over Weiitern and Southern railways. Among other discriminations 
mentioned are the following: Over the Union Pacific from Chicago to San Fran¬ 
cisco the rate on oil is 78i cents per 100 pounds, while the highest intermediate 
rate, to Humboldt. Nev., is $1.75, or a charge 122 per cent higher for a haul 625 
miles less. This difference applies to oil only, whereas on other commodities of 
the fifth class, in wdiich oil belongs, the greatest difference between the cliarge 
for the full distance and the intermediate distance is only 12 per cent. From St, 
Louis to Galve.ston, Tex., over the St. Louis. Iron Mountain and Southern Rail¬ 
way. the tariff rate on oil is 66i cents, while the rati' to Aldine. Tex., js .55 cents, 
or 64 per cent more for a haul 66 miles less. The greatest discrimination shown 
is 0 %'er the Louisville and Nashville Railroad. From Louisville to Mobile the 
tariff rate is 18 cents per 100. while to Floniaton, an intermediate point, it is 56 
cents, making 211 percent higher charge for 61 miles less haul. Mr, Rice declares 
that on the Southern roads there is no difference in the cliarge in favor of terminal 
as against intermediate points on other classes of commodities, but only on oil. 
(766-768.) 

Mr. Rice testifies further that he proved in his suits that the Southwestern rail¬ 
ways have allowed the Standard Oil combination stop-over privileges for its cars, 
billed to the terminal points, by which means part of the oil in a tank can 
be unloaded at the high-rate intenuediate points. According to a letter from the 
Interstate Commerce Commis.sion, dated July 12,1.897, this stop-over jirivilege was 
still allowed at that time. (718.) 

E. Railway rates and pipe lines.—Several witnesses di'clared that the Standard Oil 
combination still has a ii^e.at advantage from the fact that it tran.sports crude oil 
from the producing regions to its refiniu-ies on tlie seaboard and at Whiting, Ind., 
by means of pipe lines. The co.st of transportation i.s believed by these witnesses 
not to exceed from 5 to 8 cent.s per barrel (p. 106.) while the public (diarge of the 
pipe lines for transiwrtation is several times that amount, being about the same 
as the railway rates, which are bedieved to be fixed largely by agreements with 
the pipe line companies. For evidence as to the earlier arrangements with the 
railways, which the witnesses believe to exist still, see alsive. (Pp. 149, 150; 
also Monsett, 322,323, as to present advantages.) 

Mr. Davis states that he. nas sought to tramsport oil from wells controlled by 
him in the Coniing field to Marietta, where he was interested in a refinery. Tlie 
charge made by the pipe-line company was 35 cents per barrel, and after long 
delay in securing a reply to his telegram the Toledo and Ohio Central Railroad 
made a rate of .65 or .66 cents per barrel, which was practically prohibitive. (353.) 

P. Underbilling of oars.—!. GeweraHF.—tt charged by opponents of the Standard 
combination that it is favored in certain cases by having the weight of the con¬ 
tents of its tank cars underbilled. This charge is denied specifically with regard 
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to interstate sliipments by representatives of the Standard Oil Company, and the 
instances where suidx iinderbilling has occurred arc explained as occasional errors. 
The evidence is not so clear as to underbilling of tank cars in shipments within 
the State. 

Mr. Rick expresses the belief that there is a certain amount of underbilling of 
weight in the case of all tank-car .shipments, owing to the fact that the weight 
per gallon is estimated at 8.4 pounds. The standard weight of illuminating oil 
IS not less than 0.7 pounds, so that the underbilling is 4.88 per cent. Lubricating 
oils are billed at (i!t pounds per gallon, but tliis is sometimes as much a.s 1.5 per 
cent hi.ss than tlie actual weight. (7;i2.) 

Mr. Pagb explains the reason for the adoption of the standard of 6.4 pounds per 
gallon. It applies to all petroleum products, including the lighte.st, such as gaso¬ 
line. The different products range from Sj-to 7 .4 pounds per gallon, but 6.4 pounds 
has been found by careful investigation to repi-esent the actual av(!r8ge on the 
ba.sis of the amounts shipped. This method of cahmlating an average weight tor 
the contents of tank cars saves an immense amount of difficulty to .shippers and 
railways. To actually weigh cars in each case, or to test the exact weight of the 
contents i)er gallon, would involve great effort. (766.) 

2. Acmi Vork cu.sc.—Mr. 'W'nsTii.tTE testifies that he has seen within the past !i or 
4 years freight receipts for oil billed from Olean, N. Y., at the rate of 24,000 pound.s 
for cars containing 7,000 to 7.200 gallons. The weight of oil is 6.4 pound.s per gal- 
l.on, wbic.h would mak(^ the real weight of these cars 44.800 or 46.0.80 pounds. The 
Standard Oil Company prepays the frei.ght. ai)pareiitly with a view to concealing 
these undervvei.glits. The witness is of the opinion tliat every car shipped from 
tln^ refineries is billed on this basis. In another instamro he lu‘ard of a person 
who liouglit crude oil from the Standard, and received frei,ght bills at the rate 
of 21,000 pounds for cars containing 6.000 to 6,600 jjallons, but who afterwards 
rec(4ved a corrected hill at the actual weight. Tins underbilling was not an 
ordinary eri-or. Th(> witnes.s himself iscomiiellcd topay on the full weight, which 
makes his charges ,50 to 100 per cent more. (376.) 

Mr.Aucilliol.l) absolutely denies that the Ktandard Oil Company has any arrange¬ 
ment with railways with reference to underbilling of tank cars, as charged by 
Mr. Westgiite. He subniitt<'d to the Commission a book known as the '-Tank 
txaugc! Handbook." giving the number and the full cap.acity of every car u.sed. 
This bonk is in the handsof all railways, and is the basis for lulling oil. Thewit- 
ne.ss also .sulimilled lefti-rs from the general freight agents of the We.stern New 
Ybirk and Pennsylvania Railway and thi.‘ Erie Railroad, the only roads reaching 
Olean, N. Y.. each d( nying positively that any arrangiunent for underbilling 
carse.xists. and stating (hat on thc> contrary freight has bi'en chai'ged and col- 
le(ded on the basis of tlie maximum numberof liarrels each tank could contain at 
an estimalod weiglit. formerly 6.3 inmnds per gallon, bnt later 6.4. (5.50, 551.) 

Mr. Paoe likewise fc.stilics as to tbe impossibility of nndcrbilling tank cars. 
The railways charg(‘ freight on the capacity of the tank <nir, no matter whether it 
is loadinl to full eaitaeity or not. The weight is estimated on tbe ba.sis of 6.4 
pounds pi'r gallon, whatever be tin* actual wei.ght pi'r gallon of the contents. 
(766-770.) 

3. A'c«> I'or/r, A’cic Ilari'ii (did Hurt ford cu.se.—Mr. Rick refers to the evidence iu 
a suit before the Interstate Comnierin* Connnissiou iu 1807 to show that in that year 
two cars of naplitlia, containing 100,088 )i()unds actual weight, shipped from East 
Boston to Newport, R. I., were charged at a wcigiit of 48.111)0 pounds by the New 
York, New Haven and Hartford Railroa.d. in which Mr. William Rockefeller is a 
director. He states that Mr. Page explained that this was due to a clerical error 
and paid tbe balaneo due, but Mr. Rice believes that a similar discrimination lias 
e.xisted in regard to all sliipments, this single ease only bavin;.' accidentally come 
to light. (731,732.) 

Mr. Pao I! takes uji this case in detail. He submitted a letter from Mr. Hall, the 
vice-president of the New York, New Haven and Hartford Railroad, to the Inter¬ 
state Commeree Commis.sion, stating ail shipments made over that road from East 
Boston to Newport from April 6.18110, to Decemlier 6,1867. On three separate 
occasions two or three cars were received by that company from the Boston and 
Albany Railway billed at a weight of 24.000 pound.s each. The weight thus given 
was accepted tiirongh the error of the agent of the New Haven road, and without 
any misrepresentation on tbe jiart of the shipper. The errors were subsequently 
di.scovered and the difference in freight collected. 

Mr. Page exidains the reason for the billing of the oil at 24,000 pounds by 
the Boston and Albany as follows; Our works are located at East Boston on 
the Boston and Albany road. The Boston and Albany road have to switch any 
car from Boston to East Boston, where tbe cars are delivered to the New Haven 
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road. That switchine charge, as I recall it, is $6 per car; either $4 or S6 per 
car. The Boston and Albany road, like many other roads, wishes to show its 
tonnage, whether the rates are per car or per 100 pounds; and where the rate is 
per car, as in this instance, it probably uses 84,000 pounds, wliich is the usual 
carload weight; it is the minimum carload weight. They simply put in 24,000 
pounds. The testimony shows, and I swear now, that we did not give the Boston 
and Albany road 34,000 pounds as the weight of those cars, nor did we give them 
any weight. We did notify, not only directly, but through this book, the actual 
weight of all those cars, and it was simply an error of the New Haven road, as 
shown in the testimony, and as offered by Vice-President Hall, that the New 
Haven road took in erroi'* the constructive weight of the Boston and Albany in 
their bill, instead of taking the actual weight, which they had in their power to 
get, and should have got.” “ 

As to whether it was the general custom of the Boston and Albany to bill cars 
at this minimum rate of 2|,000 pound.s to other stations, Mr. Page declares that 
he does not know. If this be the case, the Standard nevertheless pays the same 
rate’as all other shippers. 

Mr. Page also submitted extracts from the testimony before the Interstate Com¬ 
merce Commission in its investigation of the.se cases, and further extracts are 
quoted in a footnote. Mr. Kidder, agent of the Boston and Albany Railroad at 
East Boston, stated that the receipt.s furnished by the Standard Oil Company 
regularly contained no statement as to weights, and that it was the ordinary cirs- 
tom to ship tank cars of naphtlia at the minimum weight of 34,000 pounds to 
all local points. The wdtness had never before seen a copy of the " Tank Gauge 
Handbook,” containing the capacity of tank cars. 

Mr. Keyes and Mr. Davis,employees in the freight departmentofthoNew York, 
New Haven and Hartford road at Boston, te.stified that they had no copy of the 
“ Tank Gauge Handbook ” in their office. It was tlie custom to bill tank cars at 
the weight named in the waybill of the Boston and Albany unless instructions 
to the contrary were received. Such instructions wore, however, sent by letter 
from the Standard Oil Company in almo.st every case, stating the weight of 
the oil. 

Mr. Winlock. assistant general freight agent of the New H,avon road, te.stified 
before the Interstate Commerce tJommission confirming the statements of Mr. 
Keyes and Mr. Davis. He submitted a letter from the .Standard Oil Company, 
dated February!), 1837, stating the actual weight of two cars, which had been 
billed by the railroad at 34,000 i)Ounds, this Ictter having been overlooked by the 
clerks in the office. Mr. Winlock further stated that the agents of the road billed 
tank cars at their actual weight in the case of interstate shipments, but was not 
prepared to answer the question as to whether a different rule was followed for 
shipments within the State. It is not clear whether the inability to answer is due 
to Ignorance or to unwillingness. Mr. Winlock specifically denied. however, that 
there was any understanding with the Standard Oil Company by which cars 
were billed within the State at less than ac.tn.al weight. Extracts from this testi¬ 
mony before the Interstate Commerce Commission follow: 

Q. You are the man who would know about that rule, if there was any?—A. I 
have already said that I think it is the same. I am notabsolutcly po.sitive of the 
different rates which apply on interstate business. 

“ Q. I am not talking uliout rates; I am talking about a rule as to the billing of 
these cars, and my question is this: When you bill a tank car to an interstate 
point—a point without the State of Ma.s.sachusetts—do you bill it at its actual 
weight; and when yon bill a car to a point in the State of Mas.sachnsetts do you 
bill it at a weight of 31,000 pounds?—A. That is a question that I could net 
answer. 

Q. Do you mean to say that you have no knowledge about it?—A. No, sir. 

“Q. You mean you don’t want to answer that question?—A, 1 mean I don’t 
want to answer that question. 

“ (i. (By Mr. Paoe.) Yon have no understanding with the Standard Oil Com¬ 
pany, or any instructions from your superiors, by which you are to bill cars within 
the State at less than the actual rate?—A. None whatever. 

“ The Commissioner. Not the actual rate? 

“ Q. At less than the actual weight. You have no understanding with us by 
which you should bill cars at 84,000 pounds within the State because of our inter¬ 
state shipments, have you, or for any reason?—A. We have no instmctions from 
yon- 

“ Or understanding with us?—A. We have no understanding with you at all, 

Mr. Page, of any kind. 

» * * » * « * . 


8TANDABD OIL COMBINATIONS:—RAILWAY DISCRIMINATIONS. 167 


“ Q. In other words, Mr. Winlock, the rates that you may name ns within the 
State have no connection or no bearing in regard to interstate business?—A. None 
whatever.” (Pages 770-775.) 

G. Tank and barrel ehipments.—Much testimony was presented to show that great 
advantages had been formerly given to shippers of oil in tank cars as compared 
with those using barrels, and that some diiferences in this regard still exist. (See, 
e. g., Lockwood, 388.) It is admitted by some that all tank-car shippers enjoy 
equal advantages, but it is urged thcat the Standard Oil Company controls most 
of the tank cars. 

1. Early difference in rates per hundredweight .—Prior to 1888 it was customary, 
if not universal, that lower rates per 100 pounds should be charged for freight on 
oil in tanks than in barrels. 

Mr. Rice believes that the higher rates on oil in barrels which formerly existed 
were made at the instance of the Standard Oil Company, and not because of any 
preference of the railroads for tank-car shipments. Up to 1888, he states, the 
Pennsylvania Railroad carried oil in barrels, including the package, for the same 
rate per gallon as in tank cars, but afterwards changed so as to require the ship¬ 
per to pay for the weight of the package. (716.) 

Mr. Bice declares further that he has proved gross discriminations, exclusively 
in favor of the Standard Oil Trust, by the Southwestern railroads since the adop¬ 
tion of the interstate-commerce act. Although he does not make this point clear, 
many of these discriminations were apiiarently lietween tank-car shipments and 
barrel shipments, and no specific evidence is submitted to show that the tank-car 
rates made to the Standard Oil Company were not open to the general public. 
Mr. Rice submitted tables showing the difference in mills per gallon charged to 
the Standard Oil Trust and to himself for shipments over the Louisville and Nash¬ 
ville Railroad from Louisville and Cincinnati to various southern points. The 
percentage of differeiu^e between these rates ranges from 66j- to 333 per cent. 
Similar tables ,as to the rates over the Cincinnati. New Orleans, and Texas Pacific, 
Newport News and Mississippi Valley, and St. Louis and Iron Mountain roads 
show difftu-enc.es r.anging from 40 to S(i7 per cent. These differences were proved 
to exist up to April 1,1888, and de.sinte an order of the Interstate Commerce Com¬ 
mission, the Missouri Pacific Railroad was still carrying tank cars by lump sum 
on May 28. 1888. 

Mr. Rice .state,s that he proved that in November, 1887, 7 or 8 months after the 
interstate-commerce act took effect, he was paying on barrel shipments of oil 
from Cincinnati to Binningliam, Ala., four times as much freight as the Standard 
Oil Company was paying on tank-car shipments. He was paying .59 cents per 100 
pounds on 400 pounds to the barrel, amounting to 82.36; while the Standard only 
paid 10.8 cents per 100 on 315 pounds, amounting to .52.9 cents per barrel. The 
discrimination was 310 per cent. (711,714,71.5,749.) 

Mr. Paoe a<lmits the difffu-ence which existed, after the passage of the interstate- 
commerce act, between the rates on oil in tank cars and in barrels. This was not 
a discrimination between individuals, since rates in ea(;h case were published and 
open to all. The Interstate Commerce Commission, in 18.88. ordered that the rates 
per 100 pounds on oil in tsink c.'irs and in barrels should be the same, the. weight 
of the barrels lieing included in the weight charged ni>on. The railroads accord¬ 
ingly adju.sted their tariffs in this way, and they still remain on that basis. The 
Standard Oil Company was at that time, as the witness believes, shipping more 
oil in barrels than in tank cars, so that it was injured as much as its competitors. 
(765.) 

This decision of the Interstate Commerce Commission in 1888 is also referred 
to incidentally by other witnesses. 

2. Charge for weightof barrel.—Two or three witnesses opposed to the Stand¬ 
ard combination refer to the fact that discriminations in favor of the Standard 
have been proved, since 1888, before the Interstate Commerce Commission, which 
has ordered damages to be paid to the shippersinjured. It appears from the evi¬ 
dence of these same witnesses, however, and still more clearly from the evidence 
of Mr, Archbold and Mr, Page, that the case referred to is one of difference in 
charges between tank shipments and barrel shipments. 

The railways complied generally with the order of the Interstate Commerce 
Commission of 1888, above referred to. Later on. the independent refiners of 
Pennsylvania secured an order from the commission that the weight of barrels 
should be disregarded in charjpng for shipments of oil. The railways have not 
complied with this order or paid the damages assessed on account of the charge 
made for the weight of barrels. (Lee, 287; Wkstgate, 379; Archbold, 516; 
Emery, 636.) 
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Mr. Page e^Jains precisely the status of the suits Iwfore the Interstate Com¬ 
merce Commission as to barrel shipments. Several years ago the commia.sion 
made an additional decision that the weight of the barrels must not be included, 
but should be carried by the railroad free. This order the railroads refused to 
obey, and they also refused to pay the damages which were assessed by the com¬ 
mission later on account of the charge made for the weight of the barrels. The 
case is now pending before the United States court in Pittsburg. ' 

Mr. Page adds that a large proportion of the oil shipped by the Standard Oil 
Company is transferred from tank cars to barrels at distributing stations and 
shipped in that way to local points, so that the Standard is subject to these 
charges upon the weight of the baiTols the same as other shippers. 

Mr. Page and Mr. AROHnoLO further testified that the Standard pil Company 
itself will have a barge claim for repayment by the railways of the freight paid 
upon barrels, if the above decision is sustained by the courts. Mr. Archbold, 
however, declares that he considers the laxpiirement that barrels bo carried free 
to be unjust. (Archl)old. .TKi; Page. TSS, 78!f.) 

Mr. Eice brought in lS8!f (complaints before the Interstate Commerce Commis- 
.sion concerning the Southwestern railroads, raising (piestions as to the like classi¬ 
fication of barrel and tank oils, the charge for the weight of the package, the 
return of tank cars free, and the existence of lower rates on cotton-seed oil in 
tank oars than on petroleum, the latter, which wei'c proved to exist, (ionstituting 
an advantage to the owners of tank cars. These cases were mwer decided, being 
“ held open for additional evidence." (71.5.) 

3. lielalire udraiildgen of tank oiul Ixirjrh. —Tlau’e was di.sagreeinent 
among the witnesses as to the (pu-stion whether a relatively lower charge for oil 
in tank cars than for oil in barrels is justifiable. The relative advantages to the 
railways of the different methods of shipnaait rvere disemsst'd. 

Mr. Page declares, in the tiist place, that it is entirely fair at. least to charge 
for the weight of the barrel, because it is itself a merciiiintable article and its 
value is added to the price of the oil sold, whih! the same is not true of the 
tank car. 

It was pcjintod out by the opi(un(*nts (jf the combination that tank cars are 
returned free of charge,whih' banrdsare not. Tank cars must be returned empty', 
while the box cars us<'d for barrels can contain a return cargo. To this Mr. Page 
replies that box cars used for oil can seldom be emplo.yed for other purpos('s. so 
that these also are usually returned empty, and free of charge. 

Mr. Page testifies further that tank-car shipments air; more economical gener¬ 
ally to the railways. The average capacity of the tank car is 140 barrels, wliereas 
it is seldom possible to carry more than fid barrels in a box (uir. The tank car is 
universally loaded by the shipjier and unloaded by the consignee, while the box 
car is very (rften unloaded by the railroad in its own depot. (7(iT.) 

Mr. Eice denies that it is an advantage to the railways to hainlle oil in tank 
cars. He quotes the evidence of John S. Wilson, general freight agent of the 
Penn^'lvania Railroad, before the Interstate Commerce Commis.sion in IH88. 
Mr. Wilson stated that oil in tank cars was ('xceedingly dangerous; that in case 
of collision or oth(;r accident the oil would catch fire and flow to great distances, 
while, on the other hand, the sejiarate barrels can often be saved; and that the 
necessity of returning tank cars (.'lujity made them less economical than box 
cars for barrel shipments. Mr. Rice admits, however, that a tank car carries 
more oil than a box car. and saves the weight of barrels: but hi; believes that 
there is no advantage to the railways in the loading and unloading of tank cars, 
since barrels also are loaded and unloaded by the owners of the oil, not by the 
railways. (71(>, 717.) 

On this point Mr. Westoate testifies that Mr. Motheral.a confidential officer 
of the Green Line in Oil City, stated in 1888 , la.'fore the Interstate Commerce Oom- 
mis.sion, that for .5 years the lo.ss on oil shijiped in barrels had been twenty-seven 
thousandths of 1 per cent, while the loss in tanks was forty-three thousandths 
of 1 per cent. The risk on oil is somewhat greater than on ordinary freight, 
but the witness believes that it should be classified as sixth-class or at least fifth- 
class freight. (378.379.) 

4. MUedge on tank earn. —Mr. Eice declares that the 8.000 tank cars owned by 
the Standard Oil combination are paid for every 3 years by the mileage of three- 
fourths of a cent per mile each way, whicJi is paid by the railways for the use of 
these cars. He admits that the same mileage is paid to other owners of tank cars, 
but states that the Standard has most of these cars. Box cars can be used to 
bring back other freight, but the railway pays for hauling the emiity tank cars. 
(732.) 
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Mr. P.iOK denies that the payment of three-fourths of a cent per mile by the 
railways to the Union Tank Line Company for the use of its tank cars is excess¬ 
ive. and also that the Tank Line Company is making extraordinary profits. The 
company receives no other payment whatever for the use of its cars than this 
mileage rate. It receives no commission from th(! Standard Oil Company and has 
no other sources of profit. Owing to tlie fact that the consumption of petroleum 
in the summer is small, a large part of the eijuipment of the company is earning 
nothing whatever during a considerable portion of the year. Moreover, the rate 
paid to this company by the railways is the .same as is paid to the owners of other 
tank cars, of whom there are 170 or 180, holding an aggregate of 7,420 cars, as com¬ 
pared with the .5,8.51 owned by the Union Tank Line Company. As a matter of 
fact, since its formation, in 1801, the Union Tank Line Company has never paid a 
dividend, and the actual earnings have lieeii only 4.5 per ci'iit per annum on the 
inve.stmi'iit. Tlu' company does not pay excessive salarie.s; hence this is not an 
explanation of its low profits. The business is continued because it is a necessary 
arm of the petroleum indu.stry. The present owners of tlie Union Tank Line 
Company and of the Standard Oil Company are the same, and the Standard con¬ 
tinues the Innsiness because it is the most economical way to handle oil. Probably 
the reason why the two corporations are kept .separate is tliat the Union Tank 
Line Company is in a better iio.sition to run ears than the Standard Oil Company 
would be. since the latter is also doing a manufacturing and marketing liusines.s. 
(778-7.84.) 

!>. Inilirect admiifagcn to ta nk .s/iip 7 )cr.<!.—In addition to lower rates, it is claimed 
that the Standard coinbination recteives minor indirect privileges and advantages 
on its tank-car shipments. 

Thus Mr. Monn'KTT .slates that the Union T.iiik Line Company receives an 
allorvance from the railways tor loading anil unloading its own shipments, while 
the rates for shiiiiuent are very much lower in tanks or carload lots than in part 
carloads. This latter difference the railways Justify on the ground that shipment 
of oil and gasoline contaminates other goods in the cars. (2'.)!).) 

Mr. Rice also complains of the injustice of the ditference behveen the charge 
for oil in tank cars and that for oil in less than car lots. (719.) 

Mr. AHf'iiiioi.n denies absolutely Mr. Monnett's statement that di.scriminatious 
are made in favor of the Union Tank Line Company or the Standarii Oil Com¬ 
pany. "The rates fixed by tie) railroads in connection with tank-car lots and 
single-biirrel or jiart-car lots have been the same to all. and carried with them no 
discrimination whatever in favor of tin' Standard Oil Company." (.548.) 

Mr. Rick further declari'S that up to March 1.5. 1890, tlie railways allow'ed a 
deduction of 02 gallons from the actual contents of each tank c.ar, amounting to 
If per ci'iit of the shipmenl.s. From March 15. 1.890. to Septembei’ 1. 1892. this 
deduction was 42 gallons. Mr. Rice considers that there was no Justification for 
this deduction. (710.) 

Mr. I’.VOK explains the practice of allowing "outage "on tank-car shipments. 
It was found by actual experience that there was an average loss of weight, 
through leakage and otherwise, of about that amount during the transportation 
of a tank car of oil. It was not Just that the shippers should pay freight on oil 
which was not actually delivered. The outage is allowed to all shippers, and 
constitutes no dtscrimination. (7(il!.) 

Mr. Rick declares that the Southwe.stern railways do an injustice by the rule 
that tanks containing petroleum, which are intended to he used tor permanent oil 
stations, shall !«' transiiorted at actual weight at the oil rate. The railway 
becomes the Judge as to whether the tank car is intended for this purpose. (718.) 

Mr. P.riiK replies that this iiractice seems to he perfectly ju.st. and if the rail¬ 
roads wished to discriminate in favor of the Standard Oil Company they would 
carry the tank free, as tiiey do the regular tank car. (7()9.) 

Mr. Rich testifies that the Central Freight Association also provides that tank 
cars will be received only when con.signed to points where proper unloading and 
storage facilities exi.st. The railway is the .pidge as to the character ot such 
facilities. 

A further advantage was given in 1891 by the Southern Pacific Company in 
favor of shipments in a peculiar box tank car combination, exclusively owned by 
the Standard Oil Company under patent. (716-718.) 

Mr. Page deidares that the first rule above mentioned means simply that the 
railway.s will not allow a tank car to be unloaded in their depots or yards by im¬ 
proper methods, wdiich might result in leakage or accident. The box tank cars 
referred to contain a space between the tanks which can be used for other loads. 
The transcontinental railroads charge for returning ordinary tank cars, but not 
for these, because they can be so used. (709.) 
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8. Furnishing of tank ears by railways. —Mr. Rick testifies that it is practi¬ 
cally impossible for independent shippers of petroleum to secure tank cars from 
railways. If they use such cars they have to furnish them themselves at very 
considerable expense. The Standard Oil Company at an early day bought up all 
the tank cars from the railways, as the witness believes, with the understanding 
that the railroads should not build other cars. The witness has himself supplied 
some tank cars, but refers emecially to the attempt on his part to- secure certain 
cars from the Milton Car Works in 1887 on the installment plan of payment. 
This method, he declares, is the customary manner of paying for cars, but credit 
in this case was refused on the ground that the financial supporters of the car 
company had been unwiMing to advance the money for the construction of the 
cars on account of some supposed controversy which they claimed to exist 
between the Standard Oil Company and the railroads on the on@ hand and Mr. 
Bice on the other. 

Mr. Rice believes that all railways should own tank cars and furnish them to 
the shippers in the same manner as other cars. (711,713.) 

Mr. Page expresses the opinion that it would be a burden upon the railroads to 
require them to furnish tank (sars to the shippers. The tank car is a .special car 
for a special purpose, similar to the special ears used for numerous other kinds of 
shipments. The ownership of the tank cars would not insure to the railroads the 
transportation of oil, and if every road had a sufiicient number of tank cars to 
handle all the bnsintvss which .sometimes passes over its lines, it would have to 
own many more than would ordinarily be employed. (7fi5.) 

H. Indirect advantages of Standard.—1. Changes in rates for advantage of Stand¬ 
ard Oil Combination.—hlr. Rice .submitted an extract from the Paint, Oil, and 
Drug Trade Review of January 3.7, 1893, containing a large number of telegrams 
and letters, written in November and December, 1888, between officers of the 
Southern Pacific Railroad and of the Transcontinental Association, on the one 
hand, and officers (jf the Standard Oil Company at New York and San Francisco, 
on the other. 

Tlie transcontinental freight rate was then 82J cents. The railways proposed 
an increase. The officers of the Standard Oil Company desired to secure the con¬ 
tinuance of low rates for the time being, until that <»mpany should he able to 
stock up on the Pacific coast, and that the rate should then be raised to $1.2.5, ivith 
the arrangement that it should he again reduced, and thereafter changed from time 
to time, without public notice in advance, at the duration of the Standard Oil 
Company. There was a considerable correspondence as to the amount of this 
lower rate which was to be maintained temporarily for the advantage of the 
Standard Oil Company, but it was finally fixed at ,10 cents. The following ex¬ 
tracts from the correspondence show that tlie railway companies made the agree¬ 
ment to shift the rates at the instance of the Standard Oil Company: 

' San Fuancisco, November U, 1SS8. 

W. Speoule, San Francisco: 

Say to Tilford that association will probably consent to following agreement; Oil 
rate from Cleveland to be $1; at this rate he can stock up; after doing so he to 
notify Chairman Leeds, who. after giving nece.ssary notice, will advance rate to 
$1.25, and continue that rate until such time as Tilford notifies him of reduced 
stock, when he will again reduce it to .81 to enable him to stock up. 

J. C. Stubbs. 


Personal.] Standard Oil Company, 

San Francisco, December J, ISSS. 

W. H. Tilford, Esq., 

Vice-President Standard Oil Company, 30 Broadway, New York. 

Dear Sir; I will telegraph you this afternoon as per translated copy of message 
herewith attached, which is self-explanatory. 

I herewith hand you a copy of a letter I have just received from Mr. Sproule, 
assistant general freight agent of the Southern Pacific Company, this city. This 
letter I interpret to mean the 90-cent rate is for us to stixjk up from time to time, 
and that the $1.25 per 100 rate will be in effect whenever we may desire. This 
$1.25 rate is what Mr. Sproule refers to in the latter portion of his letter, as my 
offer of W cents to Mr. Stubbs was on condition that he has the rate of $1.25 put 
in effect when we might ask him. This letter also reads as if the 90-cent rate and 
$1 rate was to be put in effect January 1. No doubt Mr. Stubbs was unaware 
that we were stocjked up at the present rate of 82h 
The Transcontinental Association adjourned at Chicago yesterday, and I ^der- 
stand that Mr. Stubbs is now on his way home. I will see him on his arrivarhere, 
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and if Chainnan Leeds, of the Transcontinental Association, has been notified to 
put the 90-cent rate in effect January 1,1 will have the same corrected by wire 
and the $1.25 rate put in. As soon as Mr. Stubbs reaches home I will telegraph 
you whether it is intended that the 90-cent rate should be put in effect January 1 
or the $1.25. 

Yours, truly, E. A. Tilford. 


San Francisco, December 6', ISSS. 

J. C. Stubbs, Chicago: 

If it is not already agreed upon that the $1.25 rate is to go into effect January 1, 
on petroleum and its products from Cleveland and Pittsburg to the Pacific coast, 
will you kindly telegraph Chairman Leeds to put this rate in effect on the day 
mentioned. Please answer. 

E. A. Tilford. 


Personal.] Southern Pacific Company, 

Office of General Freight Agent, 

San Fnimieeo, December S, 18SS. 

Mr. E. A. Tilford, 

Premleut Standard Oil Company, City. 

Dear Sir: I beg to inform yon that I am in receipt of advice that on January 1 
the rate on petroleum oil and its products will be to .$1.2.5 per 100 pounds on car¬ 
load shipments from agreed Eastern points. 

Youls, truly. " Wm. Sproule. 

Mr. Sproule was a.ssistant general freight agent of the Southern Pacific Com¬ 
pany. Mr. Stubbs was general traffic agent of that comi)any, and Messrs. W. H. 
Tilford and E. A. Tilford were officers of the Standard Oil Company. 

Another letter .shows tliat the Standard Oil Company had already, before the 
increase to $1.25, on January 1, took pi,ace, secured a stock sufficient to last for 4 
months. 

Mr. Bice explain.s that these telegrams and letters were secured through an 
employee, either of one of the railways or of the Standard Oil Conipanv, who had 
been discharged, (719-127.) 

Mr. Page, on beh.alf of the Stand.ard Oil Company, testifies that he knows noth¬ 
ing about the above ciprrespondence, but that .at h'ast since March 2, 1.S91, the 
rates on oil from Eastern points to California have been absolutely unchanged. 
(760.) 

2. Krelum'c shipment of Standnrd'.'s oil. —Mr. E.merv declares that it is still the 
practice of the Standard Oil Company to seek arrangements with railway com- 
])anies by which they shall handle oil exclusively for the Standard, threatening 
that otherwise it will be forced to cut prices to meet competition to such a degree 
as to be unable to pay reasonable railway rates. It also seeks to make arrange¬ 
ments between competing ro.ads for a divi.sinn of the traffic, .and for the exclusion 
of independent shippers. On account of such discriminations, and of the special 
cuts made by the Standard Oil Company in the markets sought by its competitors, 
Mr. Emery has found it inipos.sible to sliip oil to any considerable number of places 
in the United States, 70 per cent of his iiroduct going to Europe. The witness 
asserts that he could compete fairly with the Standard Oil Company if he could 
secure eijual railroad rates. (OilO-OaS.) 

3. Control of terminal fucilitiee. —Mr. Rice declares, on the basis of testimony 
of officials of the Standard Oil Company, and of the railways, that the combina¬ 
tion owns all terminal facilities for handling oil on four of the trunk lines from 
the oil regions to the seaboard. (69a.) 

Mr. Lockwood also states that the railways during the 7()’s turned over the ter¬ 
minal facilities at New York to the Standard Oil Company, so that the inde¬ 
pendent refiners could not use tanks, but were forced to ship in barrels. (388.) 

4. Purchase oil by railways.—Mi. Lee believes, without positive knowledge, 
that while the standard receives no direct rebates from railways, it is paid double 
prices for lubricating oils used by the roads, this constituting a form of discrimi¬ 
nation in its favor. None of the leading railways buy lubricating oil of the inde¬ 
pendents. (268, 292; of. Monnett, 823.) 

Mr. Rice also declares his belief, based only on hearsay, however, that the 
Standard Oil Company receives excessive prices for its lubricating oils sold to the 
railways. He quotes from the advertisement of the Galena Oil Company, a branch 
of the Standard Company, in which it is stated that Galena oils are used on 
nineteen-twentieths of the total railway mileage of America. (699, 700.) 
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Mr. Davis states that the refinery in which he was interested formerly supplied 
some lubricating oil to the Baltimore and Ohio Southwestern Railroad. The 
Erectors of that road bought stock in the Argan Refining Company. The wit¬ 
ness’s refinery has .since found it impossible to sell oil to the railroad, no matter 
how much the price might be cut, although he has no direct knowledge that it 
prefers the Argan refinery. The railroad has considerable influence on dealers 
along its line, wlio can often get oil from it in small quantities. (-SWU.) 

Mr. Clakk states that while he was agimt of the Standard Oil Company at 
Newiirk, Ohio, he furnished from 60 to l.jO barrels of refined oil p(U- mouth to the 
Baltimore and Ohio Railroad. Tlie bills for the quantity were made out and sent 
to Columbus to have the prices fixed. The witness was allowed to have no direct 
dealing.s with the railway cnmpnnie.s as to freights, handling of cars, etc. He 
did not sell lubricating oil to railroads. (:t47.) 

Mr. Page denies that the Standard Oil Company is favored by railways in the 
purchase of lubricating oil. The Galena (hi (Company is specially engaged in the 
manufacture of lubricating oil for railway purposes, and owing to the .superiiw 
and uniform quality of its oils they are used on a large proportion of the railways. 
The company guarantees to the railv ays that the cost of lubrication per train 
mile, for a certain perknl of time, sliall not exceed the cost of oils previously 
used; usually, in fact, it guarantees a reduction. The actual prices per gallon are 
higher than tho.se of .some low grades of oils, but as measured by lubricating 
power they are lower. The price is made the same to all railways, regardle.ss of 
quantity, although the form of guaranty varies. Gil is usually sold to tiie rail¬ 
ways under contracts for ;i or years, and the.se contracts are naturally made hy 
some central ofiic(>r and not hy purchasing agents of local divisions. 

The Galena Oil Company doe.s not sell largely to manufacturers or others than 
railways. So far as it does so it makes tluun the same piice. hut its oils are less 
fitted for that purpose. 

The Galena Oil Company has increased its bu.siuc.ss tenfold since the interstate 
commerce act wont into etfect, wliicli imbeates that it did not secure its control 
of the railway busiues.s in connection with any system of rebates existing prior 
to that time. Independent producers still furnish considerable oil to railways. 
(756-759.) 

5. ExeesHWe raten on oil-urU supplies.—Uv. Lockwood subiiuttcd a reeciided 
freight bill .showing the (diargcs on a carload shipment of oil-well suppliers lor a 
distance of 49 mih‘S in Penns.vlvania to he 5.95 cents per ton per mile. He lias 
paid on shipments of 1 and 'i tons 16.57 e"nts per ton per mih;. Statistics show 
that the average co.st of moving freight in tliis comitry is 0.85 cent jicr mile. He 
is not aware that these rates were lii,glier tiian those paid hy otlier snippers. 
(391,396.) 

XI. RELATION OF THE PRES.B TO THE COMBINATION. 

A Subsidizing of Ohio papers.—According to Mr. Mo.n'NETT, the Standard (4il Com¬ 
pany of Ohio has organized what is known as the .leimings Publishing Advertis¬ 
ing Agency, which distributes advertising for the company in various newspapers 
and makes contracts with them by wliich ciu’tain material defending the Standard 
Oil (iompany is published as news and editorial iiiattm-, but duly paid for. The 
company also purchases large numbers of newspapers eontainiiig such notices, 
thereby practically buying the sniipnrt of the press. Tlie following is a copy of part 
of a contract submitted iti evidence in the Oliio .suits against the Standard: Tlie 
piibli.sher agrees to reprint, on news or editorial pages of said niuv.spaper, such 
notices set in tlie body type of said pajier and bearing no marks to indicate adven- 
tisiug as are fnniisbed from time to time by said .Iimnings Agency, at the rate 

of-per line, and to furiii.sh sncli agency extra copies of paper containing such 

notices at 4 cents per copy.” The witne.ss also exhibits an extract from the Lima 
Times-Deinocrat, which was imblislied under such a contract. 1 313,331.) 

B. Pitubaig papen.—Mr. Boyi.E testifies tliat none of the newspapers of Pitts¬ 
burg give the same courtesy to the Standard Oil Company as to other interests. 
The Standard has at various times been viciously attacked hy persons associated 
with the Producers’ Protective Association, and' has had to pay the newspapers 
advertising rates to secure the insertion of replies to the most outrageous lies. In 
the Derrick, which Mr. Boyle manages, both parties have been treated alike. 
(487.) 

C. Oil City Derrick.—Mr. Lockwood maintains that the Standard Oil Company 
has bought the Oil City Derrick and has hired a man (Mr. Boyle) to run it, hut 
his assertion appears to be based primarily on the nature of the material pub¬ 
lished in the paper, which is bitterly opposed to independent movements. ^ TSie 
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miper lias been sued by Senator Lee and Senator Emery for liliel. The Titusville 
Herald and the Pittsburg papers seem also to be under the control of the Standard 
Company, and publish what is furnished by it. (39H.) 

Mr. Boyle, proprietor and publisher of the Oil City Derrick, testifies that the 
Standard Oil Company is not now and has not been for many years interested in 
that paper. The witness owns all the stock except four shares held to qualify the 
other directors. The paper is not, as is often assumed, an organ of the Standard 
Oil Company, but of the oil producers generally. Within the last 10 years there 
has been no occasion for adverse criticism of the Standard Oil Company, but 
there would have been such criticism if it had lieen called for. The paper is not 
opposed to all independent movements, but only to those involving unnecessary 
outlay of money and consequent taxation of producers. The duplication of pipe 
lines is, in the opinion of the witness, such an unnecessary outlay, as is shown by 
the fact that pipe lines established within the last 10 years have never paid divi¬ 
dends. The witness insists that he does not appear before the commission at the 
solicitation of the Standard Oil Company. (404,40.5.) 

Mr. Boyle testifies further that fully half a dozen libel suits have been 
brought against him as editor of the Derrick, all by officers and members of the 
Producers’ Protective Association. In two cases conviction was obtained, in two 
there was confession of .iudgment, and in one a failure to convict. These suits 
were all taken into another county where the people and the courts were preju¬ 
diced in favor of tlu; Producers’ Association. Mr. Boyle protests bitterly against 
the unfairness of the various trials. (487,488.) 
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1. DESCRIPTION OP BUSINESS. 

The manufacture of tin plate (consists of the coating of a finely finished steel 
plate with tin or a mixture of tin and lead. The steel plat(^ is known as a black 
plate, and the process of coating is known as tinning or dipping. The steel plates 
may be either of Bessemer steel or of open-hearth steel. 

Many est.ahlishments mannfaidnre black plates, but do Uf) tinning wliile others, 
known as dipping establishments, manufacture no Idack plates but purchase them 
and coat tliein. 

The most common grade or form of tin plate is tliat known as coke plate or can- 
ners’ tin, which is used primarily for making tin cans. The ba.sis of reckoning for 
prices and weights of sucli plates is a box containing 113 sheets, 14 by 30 inches. 
Such a box, if “ full weight,'’ contains 105j pounds of steel and 34 pounds of tin. 
The present basis of quotations in America is the 100-pound box, containing 974 
pounds of steel and 34 pounds of tin. 
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There are also what are known as charcoal tin plates, of a higher quality, and 
often bearing a larger proportion of tin. Teme plates, which are chiefly used for 
roofing and are often referred to hs roofing plates, are coated with a mixture of 
tin and lead. The prices of charcoal and of terne plate vary widely, according 
to the quality of the finish, and the weight of the coating. Regular market 
quotations refer to coke plate. 

The word “ mill,” used in speaking of tin-plate manufacture, refers not to the 
entire plant but to a set of machinery used for rolling plates. A plant may con¬ 
tain as many as 80 mills, which is the number at the Shenango works. (Graham, 
849; Reid, 867; Griffith, s, 890; Greer, 030.) 

II. ORGANIZATION. CAPITALIZATION, ,, 

A. Organization.—The American Tin Plate Company was incorporated under the 
laws of New Jersey on January 6, 1809. Its authorized capital is i?20,000,000 of 7 
per cent cumulative preferred stock and $80,000,000 of common stock. Of this 
518,000,000 of preferred and $38,000,000 of common stiwk has been issued. (Gra¬ 
ham, 850; Reid. 866.) 

. Mr. Graham submitted a li.st of the companic.s entering the combination. The 
entire property of 39 of these was purchased by the American Tin Plate Company, 
while in the case of 9, which manufacture otlier goods besides tin plate, only that 
portion of the business concerned with tin plate.s was acquired by the combina¬ 
tion. The capitalization of these separate plants can not be ascertained. (856, 
857.) 

Judge Moore, who was the organizer of the Amoric;in Tin Plate Company, 
describe.s fully the process by which it was promoted. The ivitness had previou.sly 
organized other combinations, and was urged by a committ'.-e of tin-plate manu¬ 
facturers to undertake a combination in tlmt industry. There was a considera¬ 
ble delay before he took the matter up actively. 

Mr. Reid testifies that Judge Moore undei'took the oi’ganization of fhe Ameri¬ 
can Tin Plate Company at tin; instance c J the various manufacturers, who indeed 
worked to that end for about ;i year. (860.) 

Some manufacturers ha<I in mind that Judge Moore .should act simply a.s an 
intermediary in bringing them together, but, as has been his general e.vpiuience 
in organizing combinations, he found it necessary to buy the plants outright. To 
do so, he obtained money from many different .sources, borrowing large amounts 
personally, and securing .subseription.s in advaiKs; (o stocdis from out;dde capital¬ 
ists. Cash options were taken on the different plants. The o\vner.s were given 
the privilege, if they preferred, of taking stock, but if all of tlami had preferred 
cash it would have been forthcoming. When the m,an ut.acturer.s saw that the 
scheme was to be a success, they wanted .stock largely. 

An individual bargain was mad;; with eacli owner, and the promoter sought to 
prevent any from knowing what the others received. This statement is confirmed 
by Mr. Reid (884). Mr. Ghaha>i (851), and Mr. Griffiths (909). Judge Mcsiro 
him.self practically .selected tin; first board of directors, choosing the best talent 
from among the mannfacturers, in order thus to protect the iuverstors and secure 
their subscriptions. ( 959 -968.) 

Mr. Reid and Mr. Gr.iham also te.stity that Judge Moore bought the various 
plants which entered the combination outright, paying cash unless the owners 
preferred to take for every $100 of cash $100 of prefernsl stock and $100 of com¬ 
mon. Such owners as saw fit to do so invested in the shaves of tlie company as 
they deemed best. The contract further required Judge Moore to tuniish 
55,000,000 of working capital. (851,888.) 

B. Capitalization and value of plants.—Judge Moore te.stifies that he found it nec¬ 
essary, in organizing the American Tin Plate Company, to i,ssne a very large 
amount of stock m order to insure the success of the enterprise. It was necos- 
gaiw to pay commissions and bonuses in order to obtain many of the plants. 

Each manufacturer was offered cash for his plant or tho option of fairing $100 
in preferred and $100 in common stock for each ,$100 in casli value. The cash 
value thus estimated included the good will of the individual plants; in fact it 
was the price which the owners were willing to take for the entire establisliment. 
Mr. Moore, however, denies that the corporation is overcapitalized. “ Everybody 
knows what they are getting when they get common; they know that they are 
not getting anything that represents assets.” The preferred and common stock 
together have always sold- for more than $100 for a share of each. The extra 
510 , 000,000 of common stock above the amount of preferred ^bxik may be con¬ 
sidered the cost of promoting the organization. The promoter was required, 
however, to furnish $4,500,000 or $5,000,000 of cash working capital. „ 
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Mr. Moore does not remember the prices which were paid for the various plants, 
nor is he clear as to the total amount of stock or of cash which was used directly 
in securing the plants. He believes that the talent and good will engaged in each 
plant was, on the average, worth as much as the plants themselves. (960-963.) 

Mr. Reid and Mr. Graham agree in the statement that the owners were either 
paid in cash or given for each $100 of cash value $1(X1 in preferred stock and 
|100 in common stock. Each plant was sold for all the owner could get. The 
cash value of the plants as thus fixed included good will, so that it is fair to 
calculate that the preferred stock offered to each owner was equal to the entire 
value of the plant, including good will. Mr. Reid admits that the total capitali¬ 
zation of the company is from three to five times greater than the cash value of 
the plants at the time of its formation. The cash prices paid W'ere probably 
greater than would have been secured in a sale to a private buyer, since the own¬ 
ers knew or expected that a greater value would come to all plants from the com¬ 
bination itself. 

Both these witne.sses point out, however, that it would be impossible to rebuild 
the plants in the organization for the original oo.st of construction, or even for the 
amountof the prefernsl stock. Thecostof materials for construction has greatly 
increased. 

Mr. Reid and Mr. Graham are not clear as to the actual disposition of the 
$18,000,000 of preferred stock and of the $38,000,000 of common stock. They 
imply that a portion of the common stock, at any rate, went to the promoter as 
compensation for his work in bi'inging the plants together. (850,851,807,883,884.) 

C. Profits of promotion. —Mr. Moore states that his profits from the organization 
of the American Tin Plate Company did not come in the form of commissions, 
but that he himself during the ]>rocess of organization practically bought all the 
plants, issuing as much stock as he found necessary and desirable in order to 
securi' the ]dants and the m'cessary working cajiital, retaining for himself wdiat- 
ever balance of the stock remained. H<‘ made his profit in his own way. The 
organization of a company of this sort is an exceedingly difficult matter, involv¬ 
ing very great risk. It is difficult to get capital from outside, and the manufac¬ 
turers are hard to bring together. A strong and etfecti ve combination must be 
as.sured or stock can not be sold. Aix'ordingly. bonuses of stock are necessary, 
and expeusi's generally are high, while on account of l',i,q (ifforts and risks and the 
benefits to manufacturers from successful organization the piromoter is entitled 
to considerable compensation. (96(1-963.) 

Mr. Reid atat''s that it was his geuer.al undm-standing that $18,000,000 of pre¬ 
ferred and $18,000,000 of common .stock were to be used for buyiiigtin plate plants 
directly, and that th(‘ SI 0,000.000 was to he plaijed in the hands of Judge Moore to 
be used at his discretion for the purpo,se.s of the organization. (866.) 

Mr. Griffiths states that it was a perfectly open arrangement that $10,000,000 
of common stock of the Tin Plate Company was to go to the promott'r. He says 
that lie read this arrangement in the written form of agreement which was 
submitted to each manufacturer. He does not know whether the e.xpienses of the 
organization were to come out of this $10,000,000. (911.) 

D. Cost of plants.—Mr. Rkid testifies that, at the jirices for materials w’hich 
prevailed a year ago. a tin-plate jdant of ten mills could be erected for about 
$100,000. The cost w<iuld now bi* from 60 to 75 per cent greater. This e.xcludes 
the cost of real e.Htate, A twenty-mill plant would probably co.st rather more 
tha-n twice as much, on account of the heavier engines required. The cost thus 
estimated also e.xcludiw running capital. The witness believes that it would take 
$25,000 per mill to sujiply proper running capital. (886.) 

Mr. Griffiths, who sohl out a tin-plate jilant to the combination, but who is 
now' ostabli.Hhing an independent ome testifies that the price received by him for 
his plant was 25 or 30 per cent above its original coat. There was a general incli¬ 
nation on the part of the manufacturers not to communicate as to the price 
received by them, but it was generally known that there was a standard price for 
modem tin-plate plants on the basis of $40,000 for each mill in the plant. The 
witness con.siders that the cost of plants of different sizes is fairly proportional to 
Ihe number of mills contained. This $40,000 includes the value of good will and 
everything. Two hundred and seventy-two mills were brought into the combina¬ 
tion. The witness presumes that altogether these could have been built at that 
time for about $13,000,000, “ good will and all.” The cost of materials for oon- 
stracting plants has greatly increased during the past year, but it would not cost 
oyer $36,()0O,OOO to duplicate these plants. In fact Mr. Griffiths believes, from 
his present experience of building a tin-plate plant, that he can put one up at the 
rate of $40,000 per mill to-day. (909-913.) 
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E. Dividends and value of stock.—The American Tin Plate Company declared its 
third regular dividend on the i)refened stock in September, ft had not up 
to that time made dividends on the common stock, but Mr. Graham stated that it 
was his opinion that the company was making profits sufficient to justify such 
dividends in the future. (ttW.) 

Mr. Graham testified that at the time (October, 1890) the preferred stock of 
the American Tin Plate Company was selling at Sf) and the comnlon stock at 37. 
(860.) 

F. Conformity to New Jersey ineorporation laws,—Mr. Reid, president of the American 
Tin Plate Conii)any, statcij that it had conformed to the requirements of the New 
Jersey laws, under which it is imtorporated. The company has. as its agent in 
New Jersey, the New Jersey Registration and Trust Company oj East Orange. 
Duplicate sets of the stock and transfer books have been kept in this office 
since the organization of the company, and the witness has been told that these 
are kept up in i)roper form. The company has ahso a tran.sfer office in New 
Jersey and one in Chicago, and transfers are required to be registered at all of 
these different offla's. Thi're are no n'strictions upon the rights of stockholders 
to examine the .stock and transfer liook,s. In evidence of the intention of the com¬ 
pany to conform to the law, Mr, Reid submitted a copy of a resolution pa.s.sed by 
the stockholders, appointing an agent of the company in New Jersey and pro¬ 
viding for keeping the .stock and transfer books open to the examination of the 
stockholders. 

Mr, Wheeler, treasurer of tlie American Tin Plate Gomininy, and Mr. 
Graham, one of its vice-presidents, stated from belief and understanding that 
the books were properly kept in the New Jersey office, although neither of these 
officers i.s directly concerned with tliat phase of the busine.ss. (Reid, 88.7; 
Graham, 8.77; Wheeler, 864.) 

in. EXCESSIVE COMPETITION AS CAUSE OP COMBINATION. 

Mr. Reid and Mr. Graham testified that pn^vic.ms to the formation of the Ameri¬ 
can Tin Plate Company competition had become so strong that the business was 
fast drifting into a condition where there was no profit. The various manufac¬ 
turers h.ad held meetings to consider the conditions of their trade during the year 
preceding. There had l)een no failures of numufacturers. but few vi'ere making 
more than a very low profit, and Mr. Reid believtw that had the combination not 
been formed fully 1.5 out of the ;!7 companies whitdi entered it would by this time 
be clo.sed down. Diminished profits rather than overproduction ai'e to be consid¬ 
ered the can,se of combination. (8.53. 866.) 

Mr. Griffiths, an independent tin plate manufacturer, testified to his belief 
that the combination was not at all necessary on account of failure of separate 
manufacturers of tin plate to do a profitable busixress. The books of the Wa.sh- 
ington plant, with which lie was connected, showed that a profit of 30 per cent 
on the inve.stment was maile (apiiarently 30 per cent pi'r annum) during 4 months 
of the year preceding the formation of the combination, although the price of 
coke plates was then at its lowest fi.gure, .$3.00. The manufacturers were simply 
discontented because they were no longer abb* to make a jirofit of t(K) per cent, 
the rate which Mr. Griffiths claims he earned in his dipping plant for a few years 
after the establishment of the McKinley tariff, when he was able to sell plates at 
,$.5.7.5 per box. 

Mr. Griffiths admits, however, with regard to his own profits, that his mill was 
chiefly engaged in prodmdng high-grade plates, which sold at high prices, and 
that these prices had not fallen materially during the time when tlus common 
grades had fallen greatly. The witness also admits that .some mills, prior to the 
formation of the combination, may have been making no profits, by reason of 
improiier management. To these it w:i.s a great relief to be able to enter the com¬ 
bination. But it would have been more advantageous to the country as a whole 
that such ili-managed e.stablishmi‘nts should fail rather than that a combination 
should be formed to prevent them from doing so, though it is indeed true that 
when a manufacturer is lo.sing money he is more likely to cut prices and wages 
and generally to demoralize business than if he is making fair profits. 

Mr. Griffiths further stares that at the time the promoters of the American Tin 
Plate Company approached him and other manufacturers with a view to securing 
their entrance to the combination, the chief advantage held forth was the ability 
to control the market absolutely and to prevent competition, rather than to econo¬ 
mize in the cost of production. The witness was assured that-he could realize a 
larger salary than he had ever obtained before. 
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Mr. Griffitlhs admits that, had the combination in its present fonn not been 
«stahli8hed, the various manufacturers would soon have made some concerted 
arranffement for maintaining prices. They had l)een trying to arrange some 
method of doing so for two years t)efore the American Tin Plate Company was 
organized. It is natural for those engaged in a business, esia^cially where it has 
once made exceedingly high profits, to look longingly to maintaining profits at 
the highest possible rate. (81)6-902,) 

Mr. Greek, diHtri(d. manager of the New Castle mills, replies to these statements 
of Mr. Gritiiths. He declares that the Washington tin-plate mill was found, 
when the combination was formed, to be in the worst condition of any of the 
mills in the Pittsburg district, so that a change in its management had to be made, 
which displaced Mr. Griffiths. Mr. Greer d'res not consider Mr. Griffiths to be 
thoroughly familiar witli tlie tin-plate business. He deni(>s the possibility of 
making a profit of 100 per cent with plates worth $5.7.') per box, or of 20 per cent 
with plates selling at $2,60, but in tills matter he mistakes Mr. Griffiths's state¬ 
ment. The latter refers to profits upon Ins investment, wliile Mr. Greer’s com¬ 
ments proceed upon tlie assumption tliat tiie profit referred to is the percentage 
by whicli the selling price exciaids tiie cost of iiroduction of the liox of plates. 
Mr. Greer believes that the formation of tlie combination was largely intended 
to prevent the cuttliroat competition which had been prevailing. (926, 929.) 

Mr. Tayi.oh. an independent dipper of tin plate, testifies that wlien fin-plate 
mills w(>re first e.stalilislicil in tins country many of the unanagers had had no 
experience, so that tlieir production was not economical. The consequent losses 
or failure to make profits, togetlier witli the keen competition hetw'een the 
numerous plants, led to the formation of the present combination. Neverthe¬ 
less, if the variou.s mills had reduced their production during July and Decem¬ 
ber of each year, they would have prevented the overproduction whicli depressed 
prices. In fact, the witness believes that most of the mills have made some 
money even during liad times. (941.) 

IV. CONTROL OP PLANTS AND OUTPUT BY COMBINATION. 

A. Proportion of mills in combination.—Mr. Graham testifies that the tin-plate 
combination did not fake in all tlu' plants in the country, and certain others have 
been built since it was organized. There are about 69 plants in the combina¬ 
tion and 6 outside. The most important competing plants arc located in St. 
Louis, Harrisburg, Wheeling, Washington, Pennsylvania, Avonmore, and Cin¬ 
cinnati. (858. 861.) 

Mr. Eeii> adds that the ciqutalizatiou of the outside tin-plate plants is proba¬ 
bly about $2,000,090 or !}2..500,000. The plants controlled by the American Tin 
Plate Company include some 600 mills, while there ai'e 27 or 28 mills in the out¬ 
side plants. Tlu? American Tin Plate Company thus controls somewhat more 
than 9(1 per cent of tlie producing capacity. (^882. 883.) 

Mr. Griffiths testifies that, although he sold out his former tin-plate plant to 
the American Tin Plate Company, he does not think there is any moral obliga¬ 
tion on his part to remain out of the birsiness. He is accordingly erecting a steel 
plant to make his own billets, mills for mamiLacturing black plate, and a tinning 
house. It'Iias been the pui'irosi! of the (aunbination to prevent competition in 
every possible wuiy. The witness l)eliove8. however, that the independent manu¬ 
facturers can produce more clieaply tlian the combination. (887, 896, 899.) 

B. Closing of plants and restriction of output.— 1. Dismantled plants. —Mr. Graham 
testifies that the American Tin Plate Company has dismantled one or two plants 
in Baltimore and one in Brooklyn, on account of tluur inefficiency and bad 
location. (8.53.) 

Mr. Reid stated that the combination had erected 30 to 35 new tin-plate mills, 
AS compared witli 10 or 13 mills whi(di liad been .shut down. Aside from the two 
plants referred to by Mr. Graliam as having been closed, Mr. Reid stated that 
a two-mill plant at Cleveland and a small plant called the Ohio River Plant 
had been dismantled. A plant at Johnstown was shut down as being unfavor¬ 
ably located, but was reopened by an arrangement made at the instance of the 
citizens of the town, by which the combination was able to get fuel at a lower 
freight rate. (876.) 

8. Temporary dosing of mills and effect on labor. —Mr. Griffiths, while admit¬ 
ting that the American Tin Plate Company has advanced wages, as maintained 
by other witnesses, declares that it was practically forced to do so at the time, 
but that the workmen believe tliat it is the intention to reduce wages again, if 
possible, at the expiration of the present agreement in June, 1900. Mr. Griffiths. 
83a—PT 1-12 
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believes that tliere is Konoral apprehension and discontent among the employees. 
He judges this, for one thing, from the fact that 150 of the 816 rollers employed 
by the American Tin Plate Company have applied to him for work in his new 
plant. The witness submitted a letter to himself from a member of the Amalga¬ 
mated As-sociation of Iron and Steel Workers, datial November 14, 1869. This 
letter states that, while the American Tin Plate Company has tccognized the 
unions and has made no radical changes, the workmen have mmdi to complain 
of from the closing down of jdants, and esiiecially from aiiparent favoritism in 
operating certain plants at full capainty and clo.sing others. It has been the cus¬ 
tom in the pa.st for mills tP take orders in the fall for .spring deliverv, and thus to 
work fairly regularly, but the American Tin Plato Company, having complete 
control, does not intend to incur the cost of storage or to liiaka.concessions in 
prices to encourage future buying. The coming winter will aticordingly see more 
tin-plate workers idle than ever before. Two large plants at Pittsburg were 
closed as early as October, throwing morotban 1,000 worknnm out of employment. 

The letter further states that the agre('uieiit made between the American Tin 
Plate Company and the workmen in Chicago in July. 1869, permitted the com¬ 
pany to disregard union wages in its plant at Monessen, but provideil that, on tho 
other hand, the amount of production which worknum should b(( allowtal to put 
out should be limited, with a view to equalizing work between different mills. 
Nevertheless 1 he writer declares that plants at New Castle are running at full 
capacity, while the Pittsburg and Cumberland mills are closed. The writer 
believes that at the New Casth! mills a larger output per day is being made than 
was contracted for at Chicago. The managers may not compel tlieir workmen 
to violate this rule, but they reward them for doing so by keeping up operation. 
The workmen see in all this a far-sighted policy to effect a reduction of wages. 
By shutting out a large number cif workmen during thi! winter montlis. keeping at 
work regularly those whom they luive always found ])liant and subservient, and 
by doubling up in the mills that are in operation, promoting tbi^ younger workmen 
so as to insure a plentiful supply of skilled labor, tlie comiiany e.xpects to lie in a 
position to enforce a reduction, . 

Mr. Griffiths further stated that at the time (Novmnber 15. 1869) 8(1 mills out 
of the 373 b(,‘longing to the American Tin Plate Company were closed, lie admits 
that a strong organization and concerted action on the part of the workmen would 
prevent injustice in the closing of mills, but there are always some willing to 
make concessions. 

Mr. Griffiths does not believe that the mills in the Pittsburg district have been 
closed on account of the difficulty of securing raw material. In fact, the reasons 
given by the combination for (dosing the jdants are indefinite and unsatisfactory. 

Moreover, the plant formerly owned by Mr. Griftitlis at Wasliington. Pa., has 
run very irregularly, not over one-fourth of the time since June 1. Tin-i)late 
machinery makers complain that there is less demand since the formation of the 
combination becau.s(,‘ of irregular ojieration. (896, 604-907. tif f,) 

Mr. Greek, managtir of th<' New Castle and Shenango mills, in a. sworn state¬ 
ment addressed to tlie Commission, explains the rea.son for (dosing down tho 
mills. The former p(dicy of marntfacturing in the fall for delivery in the ensuing 
year prevented the manufacturers from .securing a fiiir ludce for thcdr pro'duct, 
either at the time of the contract in the fall or (luring the next year. Mr. Greer 
beliove.s that losses from this soui-ce and other los.ses would have compelled more 
mills to close from bankruptcy than have been (dos((d from sbortago of orders by 
the American Tin Plato Comiiaiiy. Moreover the manufacturing capacity has 
been greatly increased by new mills brought into the combination during 1868 
and the early part of 1899, so that it is in excess of the recpiirements of Ameri(/an 
consumers. Meanwhile, owing to the increase in the ((ost of materiabs in thi.s 
country, a largo part of the former export trade has been lost to our manufacturers. 
At thesamo time the present high prices jirevent jobbers and consumers from 
buying tin plate in large quantities in anti(dpatiou of future wants. These facts 
account for the closing of the mills. 

As to the discriminations in the selection of mills to be (dosed, Mr. Greer states 
that the New Castle mills have contracts for fuel extending into tho year 1900; 
that the Monessen mills and others are advantageously located as to fuel supply. 
The Cumberland mill is not advantageously located, and it has no tinning (lepart- 
ment, while the sheet-iron trade is depressed so that there is a shortage of oi’ders 
there. Other mills have had to be shut down in order to make extensive repairs 
and changes, since they have been in continuous operation for several years. 

Mr. Greer especially denies that tho workmen at New Castle are turning out a 
larger product than the agreement with the Amalgamattsl As.sociation allows. 
There are in these plants six mills making larger idates, in which the jimit of 
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output is somewhat different from that on the smaller plates. The dosing of the 
Pittsburg mills is due to shortage? of orejers. (h2r>-i)!17.) 

3. Failure lo keep up with orders.—Mr. (loiNO, who has hi?en interested in the 
mauufaeture of tin cans at Baltimore, states that during the summer of 18U9 there 
was a marked shortage of tin plate for the manutactnre of cans. The various 
can manufacturers, being warned of the probable formation of the combination, 
had mostly made contracts for a sufficient supply of tinplate for the entire season. 
The Ameri(?an Tin Plate Company took over these contract.s, but did not .supply 
the materials promptly. A number of the mills of the Tin Plate Company were 
shut down for a time efirly in the ye.ar. Deliveries were sometimes 30 or (10 days 
late, and some of the can manufacturers w(?ro com]H:lled to close for 3 W(?eka or 
longer. Tin? deliveries finally caught uj) toward the close ot the season, but there 
had been considerable loss on ai?eount of tlio delay. (917.918.) 

C. monopoly of rolling machinery. —Mr. fiUtKFiTKS, who is engaged in building an 
ind(.‘pendent tin-plate plant, testifie.s that the American Tin Plate Company ha.s 
an arrang(?ment witli the makers ot black-plati? rolling machinery by which the 
independent mills can not secure etpiipment. The representative founders and 
machinists engagesl in building machinery formeil. at the instance of the Ameri¬ 
can Tin Plate tkimpany, a compact between themselves and with that company. 
There are 13 parties to tliis ,‘irrangement amt only 3 outside, and 1 of these, 
the witness believes, is under the control of the American Tin Plate Company. 
Manufacturers of sheet iron can obtain nmchinery for rollin.g only on condition 
of signing an agreement not to )nake sheet iron for tin-plat(‘ purposes within 
3 years. As the witness undc-rstands it. the title of the machinery remains 
with tlni seller, am! the me.ehinery reverts to him in case it is used contrary to 
the agreement. It is fairly pos.sible to enforis' such an arrangement, liecause 
sheet-iron plates intc-nded for tinning an? u.sually diib.'rent in gang?? and of 
somewhat higlnir and better finish tlia.n other (dates. 

The witness has no wi'itti*n evidence .'is to this airangement, but has sought to 
secure machinery and has been told that he must comtdy with this condition. 
Very recently In? has s[)ok(.‘n with a ma.n who stated that there was a di.st>o.sition 
on the (lart of many conci'i ned in the ari'angement to break aw.ay from it, since 
they have not secured as many orders for machinery from the Tin Plate Com¬ 
pany as formerly from si'parate niannfai?turers. 

Mr. (friftiths formerly liad an iirrangement with the Avoninore Foundry and 
Machine. Comiiany for furnishing him with materials f?ir his (il.mt for 5 years. 
About a month befori? givin.g his testimony an or'ler for two adilitional milis was 
jiractically refused, and a director ot the American Tin Plate Comiiany lias since 
stated (hat he had (lut a large amount of caidtal into the Avonmore Coiiiiiany and 
thought it im]jroper for that company to fui-nish machinery to a competitor. 
There is thus only one nia<.?hine foundry left outside which will furni.sh rolling 
machinery to indeiiendent lin-plate manufacturers. (8,8.8-890.) 

Mr. Rkiii and Mr. (tIuhaji admit that contracts have been mad?? with manu¬ 
facturers of rolling machinery by which the American Tin Plate Company is to 
have their entire iiroductioii of tin-[ilate machinery, none being furnished to out¬ 
side manufacturers. The comiiany has such an ariaii.genient with (i or 8 manu¬ 
facturers of niacliinery, but there are also .7 or (i other manufacturers who are free 
to sell to all (larties. The nnichincry is not covered by palents for the most p,art, 
although there may he (latents on some minor details. The American Tin Plate 
Company gets the benefit of the .skill of the engineers of the machinery makers 
under contract, ami is entitled to the use of any imiirovenii'nts that are made. 
(853, 875.) 

Dir. Tayi.or. an inde]iendent tiii-iilate dipper, testitii's that he anticipates no 
difficulty in case he should attc'iniit to buy rolling machinery, nor does lie know 
ot any mono[ioly of tinning machinery. (933, 93.5. 93il.) 

D. Eelations of combination with ttn-plate dippers.—Mr. Uitimrns testifies that thi? 
American Tin Plate Company is seeking to drive out of busine.ss the various 
concerns which have be(>n engaged in "dipping," or coating with tin black plates 
obtained from other manufacturers. As soon as the contracts of various dippers 
with manufacturers who entered the combination hail ti*miinated, the Ameri¬ 
can Tin Plate Company refused to furni.sh them with any more black plates. 
It \vould not sell them plates at all until they turned ovi'r their dipping ma¬ 
chinery at a certain price to the combination.' Thi.s c.ondition e.’dsts generally. 
The witnes.s knows personally of two or three firms which have thus been closed 
up, and believes that a ma.iority of the twenty or more -which existed have been 
closed. Many of these dippers have turned into .iobbers. dealing in the product 
of the American Tin Plate Company. It is difficult to secure evidence from these, 
because the combin.ation wonhl injure their business if they testified against it. 
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Other dippers ar(‘ making it a practice tn hny plates already clipped and redip 
them, coating thc'in more heavily, which increases their value. The American 
Tin Plato Companylikewi.se refuses to furnish plates directly for this purpose, and 
dippers are buying them from large h'hbers, 

Mr. Griffiths adds furthc'r that inde])endent tin-plate dippc'rs can practically 
obtain black plates from no one else tiian the American Tin Plato Company, 
which ab.solutely controls conditions in tin' production of plates. Nor does he 
believe that the failure to supjily black plates to dippers has been due to the 
inability of the American Tin Plate Company to keei) up with its orders. e.specially 
in rdew of the fact that 80 of its 273 mills are now cdost'd. He believes the action 
of the combination is a \iolation of law. (.'!04-8i)(i, 

Both Mr. Reid and Mr. Gr.aiiam specifically denic'd that the American Tin Plate 
Company had refused to furnhsh black pl.-itcs t(j responsible dippers for their busi¬ 
ness. Ther(! are pratdically as many dipping works in the country now as ever 
before, although perhaps one or two h'ss. Mr. Graham mentioned'the names of 
half a dozen s>ich outside dipping plants, and .stated that perhaps 20 per cent of 
the black plates manufactured by the American Tin Plate Compiiny were sold to 
such outsiders for tinning purposes. (8.’i2.800,874.) 

Mr. Greek, in a sworn communication jiddressed to the Industri.al Commission, 
states that the largo itlants of the tin-plate combination tit New Castle, Pa., are 
shipping large amounts of black plate to dii)pers in Chicago. Pittsburg, Philadel¬ 
phia, Baltimore, and New York, and have entiwed new orders recently. From 
the various plants in the New Castle district the <'ombination has .shipped 111 ,000 
tons of blacm plate to dipjxTs during the year 1800. being equivalent to 020,000 
boxes. The witness does Tiot know that the Americiin Tin Plate Company has 
over refused to sell black plate to any respon.sible buyer or dippi'r who is prepared 
to pay for it and to comply with the terms of the sales dei>artment. 

Mr. Greer .states furtluT. however, that during 1808 the price of tin phites was so 
low that manufacturers of black plates who were jjso etpiipped for tinning them 
could sell tin plates at a price at which the dippers could not afford to .sell. A 
number of dipping plants ace’ordingly turned into .jobbers, purchasing roofing 
plates, which had been their chief product, directly from the mills. 

The witness further points out that the tin-plate trade has tong been handi¬ 
capped by irresponsible dipi)ers. who have put out inferior goods under numerous 
names, and wlu) have often been unable to pay for the blai-k plates. “As good 
business policy, the American Tin Plate Company, as dippers of tin plates, have 
tried to dLscotirage the irre-sponsible brands that have been put out, with a view 
to having kept before the buyers only the American Company's own guaranteed 
brands or those made by resiionsible and well-establi.shed jobbers and dippers.” 
The witness l)elieves that the general (juality of plates now turned out is much 
higher than before the combination. (924, 928.) 

Mr. Taylor, of the N. & G. Taylor Company, of Philadelphia, testifies that 
that firm has been engaged in handling tin jdate and articles made therefrom for 
3.5 years. It has chiefly made special brands of tin plate of high (luality, and was 
the first to introduce the device of stamping the jdates with tlnwe brands to pro¬ 
tect them. Before it was possible to manufacture pjates in this country they 
were made for the firm, frequently under its own hnuiula. in Wales and England. 
After the tariff of 1890 the firm established a large tinning plant, .securing its 
black plates chiefly from American mills. Its rea,son for not e.stablishing a roll¬ 
ing plant was that it desired to make its tiiming works exceedingly comprt'hensive 
and of large capacity, and that it anticipated great improvements in methods of 
making black plate by American inventions, the advantage of which might pos¬ 
sibly be gained by waiting. 

The black-plate mills from which the N. & G. Taylor Company has secured its 
supply sold out to the American Tm Plate Company, but .supidies for the season 
of 18^ had previously been contracted for, and the Combination has jjromptly 
filled the contracts. The witness anticipates no (hfflculty in securing a supply 
of black plate in the future, although mills outside of the American Tin Plate 
Company can scarcely supply the deTuands of the N. & G. Taylor Company. The 
business of that company is prosperous, and although the present prices are prac¬ 
tically fixed by the American Tin Plate Company, they are reasonalble, in view of 
the increased cost of materials and labor. If it should prove necessary for econ¬ 
omy for the N. & G. Taylor Company to manufacture its own black plates, it 
would establish a plant, and anticipates no difficulty in securing machinery. 

Mr. Taylor adds, however, that his company does not compete, to any consid¬ 
erable extent, with the American Tin Plate Company. A laj*ge proportion of the 
consumption of tin plates is east of the Alleghanies, and the muls of the Ameri¬ 
can Tin Plate Company, broadly speaking, are more in the western tejrifory. 
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Moreover, the plates made by the N. & GI. Taylor Company are of very hifjh gi-ades, 
while the combination naturally makes the plates which entail the least trouble— 
the more common grades. (Dili, 931).) 

E. EeUtion of combination with jobbers.—Mr. Grifijiths testifies that the American 
Tin Plate Company is refn-sing to manufacture plates for jobbers under private 
brand.s unless the jobbers will agree to btty e.vcln.sivcdy from the combination. 
The mills themselves formerly owned very few brands of plates, but made plates 
under various names and brands which were owned by individual jobbers. The 
first memorandum is.sued bv the American Tin Ifiate Company on this subject 
was to th(> effect that each jobber must assign these brands to the combination, 
which was to manufacture goods undiu' them exclusively for the use of the job¬ 
ber, with the arrangcunent that if the jobber bought tin iilate of any grade, under 
any name, from independent manufacturers, the owner.ship of the brands would 
be absolutely forfeited to the combination. This first arrangement has been 
modified somewhat. The witness submitted the full text of fhe form of two con¬ 
tracts. The first provides that the joblier sh.all assign and transfer to the Amer¬ 
ican Tin Plate Company thi^ exclusive right to use, place, and stamp upon tin 
plates and terne plates the brands anil tra.d('-niarl;s di'signated. The other provides 
that the American Tin Plate (.'ompauy shall sell to the jobtic'r at current mai'ket 
pric(is .su(di i|uaiititi('s of plates as the j<ibb(U’ may re(juire. braniled as desired 
with the trade-marks assigned. The America.n Tin Plate Company is not entitled 
to u.se th(‘se brands on goods mannfa.ctm'ed for any other person, and it agrees 
not li> incri'ase the price of any plates iibovi' current prices for goods of a similar 
grade, on account of the use of the trade-mark or for any othi'r reason. In case, 
liowevi'r, the jobber shall at any time order or re<’eive any itlates marked with 
any of tlu‘ assigned brands, or with any other private brand, exceiit from the 
Anun'ican Tin Plafe Comjiany. the trade-marks and brands so assigned shall 
becouK' tbi^ absolute property of timt coniiiany. If. however, the American Tin 
Plate Company is unable to furnish suHicient i>lates to sui>ply the jobber, he is 
entitled to purchase the excess from other iiarties. 

Mr. Grifllllis deedares lli.al th<‘ arrattgenient provided in the above contract is 
being carried ouf at fhe iireseut film'. Hi' knows positivi'ly that the combina¬ 
tion has refused to manufacture tin plates under jobbers' lirands.becan.se the 
jobbers would not assign tlie iirauds. Tile witness submitted a letter addressed 
to a jobber, dated Oetober 1, l.kil!), wbieb eoiitains the sentence: "As you have 
not agreed to our eonditious goi erniii.g private brands, we assuini' that vou wish 
to have these stamped unch'r the mill brand, and have instmeted the mill accord¬ 
ingly." Mr, (ii-ifliths adds tliat, as a matter of fact, no othi'i' mannfaeturer of tin 
plate ontsido of the eonibination is able fully to supiily tbe want.s of jidibers, so 
that thev arc practicallv forci'd to maki' this a,greement in order to secure plates. 
(891-89:1.) 

Mr. Rkiii and Mr. Gu.vii.xji deny distinctly that the American Tin Plate 
Company baa ever refused to sell black plates to any jobbers or has made 
any discrimination in prices or otherwise against them. They admit, liow- 
ever, that eontraets exist betwei'n tlie American Tin Plate Company and 
some of the jobbers for thi' manufacture of special brands of tin and teme 
plate. These jobbers have been in the liabit of handling those brands in the 
past, and tlie boxes are branded for them by tbe American Tin Plate Com¬ 
pany at a slight extra charge. There was some talk of an arrangement by 
which jobbers thus buying special brands .should be restricted in their purchase 
of tin and terne plates ('iitirely to the Ami'rican Tin Plate Company, bnt the 
arr.angement was never closed and does not now jircvail. The witnesses .state 
that these special brands are not, of course, furnished to other jobbers. Mr. 
Graham adds that some of these special brands have lii'en acipiired by the Amer¬ 
ican Tin Plate Company, although the .goods arc still maile e.xclnsively for the 
use of the former owners. He believes that there is a clause in the contract 
which guarantees to the jobbers that tile prii'es for tlie goods of the particular 
brand shall not exceed that for plate.s of the same iinalitv under the name of the 
American Tin Plate Company. He also bi'lievi's that tlie contract contains no 
restrictive provi.sions as regards tiie purchase.s of the jobbers. (8.ol.8.')2,874,875.) 

F. Supply of stool.—Mr. REin and Mr. Gh.iham testify that the American Tin 
Plate Company has no special arrangements with sicel companies to obtain 
control of theii' output to the e.xclnsion of otlier tin-plate makers. Nevertheless 
there is something of a liusiness connection between the Nalional Steel Com¬ 
pany and the American Tin Plate Company. Part of the directons of the steel 
company are also directors of the tin-plate company. Mr. Reid states that per¬ 
haps half of the stool used by the American Tin Plate Company is bought from 
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the National Steel Coinjiany, althojijfh the combination buys wherever it can got 
steel the clmaneat. There are no conditions, according to Sir. Graham, by which 
the National St(>(d Comiiany is excluded from sellin,g to anyone else. He has .seen 
at least some of the (sintracts with that comiiany liimself, and know.s that there is 
no such provision. Mr. Keid states, liowever, that the conntHiion between these 
two companies is the means of kci^ping tlic American Tin Plate Company well 
posted as to the conditions in the iron and steel industry, and that it tehds to insure 
to the tin-plate company a supply of .steel at all times. Sevm'al mills of the Ameri¬ 
can Tin Plate (lompany ha<l to be ido.sed for a few days early in Itl!)'.) bemiuso of 
the inability of the Carnegie Steel Company to till its orders promptly. Mr. 
Graham docs not know that the American Till Platte Companv took the initiative 
in organizing the National Steel Com])any. although perhaps somept its officers 
were intcre.sted in having that c<>mpany formed. sec also on this 

point under "National Steel Company,"p. Ipo; also p. 1U4.) 

Mr. GuiFiiTHK. on the othcT hand.'states that the American Tin Plate Com¬ 
pany to a very consid<‘rable extiuit (‘ontrols the sui)ply of steel as raw mat('rial 
for the makiTig of tin plates. Tlu' Carnegie Company is tied ujj for the entire 
.year 18!)i) by an (obligation to furm'sli a large (piantity df sted to the combination. 
The witness does not know .specifically that there is any contract by which this 
company is excduded from sui)plyinK steel to independent tin-plate inanufactur- 
ers. but he has tried within 7 or 8 months i)ast t(( imrchase steel from the Carnegie 
Company, and could not obtain any. (8!l.|.) 

V. EFFECT OF COMBINATION ON PRICES AND QUALITT OF 

GOODS. 

A. Prices.—1. slotLstic!^. — Tables of prii'es of tin plai(\ block tin, and 

steel, by months, since 188i). are printed in connection with the testimony of Mr. 
Reid (pp. 8(i.s, 8(i!l). In the Introduction a liiagram is given showing I he changes 
in cost ot the (piantities of stetd and tin risjuirtul to maki' a box of’ tin jilates, 
together with the fluctuiitions in the prices of jilates. Chief inti've.st, of course, 
attaches to the period immediately before and after tlie forimition of the Ameri¬ 
can Tin Plate Company, whicii was organizcl dauuary U, I.stiil. \Vitnes,ses com¬ 
menting on the tin-]ilate duty, however. ]ioiiit out that the ihvline of the price 
after the McKinley tariff of 181)0, when the industry b(‘gan to be established in 
States, shows the beneficial effects of that'mi 'asure. (See below, p. 188.) 

yvitnessesdi-fending the tin-]ilate combination maintain that the increase in the 
price of plates during the year 1800 wtis no more than commensurate with the 
greatly enhanced costs, especially the marked increa.se in the cost of raw materi¬ 
als—steel iind tin. 

.1.. Opponenin of cotiihinatioit. —Mr. tlKiKKtTiis, an inde]H*ud('nt manufacturer 
of tin plate, (lenies that the cost of materials has .fustitied the entire inciaaise in 
the price of tin plate siiua:- theformation of the combination. Although the price 
of steel for tin-idate purposes has increased fully loo per cent, and I'lf block tin 
about as much, and although wages have iiicrea.sed from 10 to I.') per cent, this 
does not increase the eo,st of making tin plate suflflcientlv to account for the entire 
rise of 82 per cent ill the price, from ,82.(>o to S-I.d.'), wh'i’ch has taken jdace .since 
December, 181)8. The witness declares that when coke iilatea were .sidling at $2.00 
per box it cost him only 88,40 per box to make them. At tliat time steel bars 
cost $17.50 per ton. He does not believe that he could now buy steid at less than 
$40 per ton, but thinks that the American Tin Plate Oomiianv obtains a lower 
price, perhaps as low as 880. Even with the higher ]nices of block tin and other 
materials Mr. (.Ti-iffiths dechires that tin plate should not cost more than 
per b()x when the jirice of steel is .sc-lO per ton. and not more than )5;l.84 when the 
price is $.46 per ton. whereas the selling ])rice of jdates is .84.6.5 per box at present. 

The witness ahso deidares that he was making a iirofit of 20 per cent on the 
investment in his plant at tin; time when tin idatixs were selling at $2.60 per Ixix. 
He admits, however, that his concern was largely eiigaged in manufacturing 
specially high grades of plate, the price of whiidi had fallen little, if any. The 
margin was small on the ordinary grades, but the company more than covered 
itself in the high prices for the special grades. (1)03,903: see also above, p. 176.) 

Mr. Griffiths admits that there has been an advance of 72 tier cent in the pritie 
of Welsh tin plate during the past four months, as against the inci-ea,se of 81 per 
cent or 82 per cent in the domestic product. He doe.s not think that ijrices would 
probably fall very mucli Mow thoir present figure, even aside from tlie existence 
of the combination, if present conditions of trade continued. (015.) 

3. Reply. IncrcMm justified t»j higher co.sfs.—Mr. Greer, 'replying to these 
statements of Mr. Griffiths as to the cost of production and prices, states that 
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there are varicnis different qualities of plates having very different prices and 
cost of production, and that Mr. Griffiths^ figures are scarcely clear. Most of 
Mr. Greer's reply, however, has to do with the cost of tinning pl.ates, as dis¬ 
tinguished from in.aking the black plates, and refers to a period considerably 
prior to the formation of the American Tin Plate Company. (See above, p. 177.) 
Mr. Greer adds, howevei-, that the increases in the price of tin plate has not been so 
marked as that in the price of many other mabirials having steel as the basis. 
Thus the i)rice of wire nails has increased 20(1 per cent during 18)11), and many 
other similar products in almost e(iual proportion. The advance in the price of 
steel bars for making tin plates has been fully I2i) percent, in block tin 1.70 per 
cent, and in labor from 1.7 to 2.7 per cent. Mr. Greer states further that in cal¬ 
culating the costs of jirodnction in the plants of the Ampri(.'an Tin Plate Company 
the interest on capital invested is not included. Detailed account is kept of the 
cost of fuel, stiiel, repairs, and suppliesof all sorts. All betterments and additions 
to the plants are charged to the (^instruction account. The account of the tinning 
de])artment is keiit separate from that of the black-plate department. 

There is considerable loss from inferior plates, known as seconds, which usually 
sell at about 2.7 cents per box less than firsts. There are from 8 to 12 lioxes of sec¬ 
onds in coke plates out of every 100. In the case of charcoal plates tlnTC must 
be a higher allowance. (112.!, 1)28, i):i0.) 

Mr, Gr.vh.vm and Mr. Reid, officers of tin.' American Tin Plate Company, both 
maintain that the increase of prices of tin plate dui'ing the year 189!) has not 
been greater than, if imleed it lias been eipial to, the increase in the cost of the 
steel, tin. and other materials entering into its manufacture. Mr. Graham 
belh'ves that on the whole the jirofits of the company have decrea.sed since the 
rapid increase in the price of materials, while Mr. Reid states that the advance 
in prices has not bei'ii so great proportionately as the advance in ('osts of all kinds. 
The demand for tin plate has been heavy, so that, in fact. t)ie consumption has 
been greater' than the mills could supply. 

Both of these witnesses state that the iirici'S currently (pioted in the Iron Age 
and other standard trade .iournals for steel and tin plates can be considered trust¬ 
worthy, although they do not always indicate the actual prices obtained on the 
entire product of the mills at the time. The jirices given in tables are usually 
those at New York, which would be 11 cents higher than the prices at the Penn- 
•sylvania. mills. Jlr. Graham points out especially that when the American Tin 
Plate Company was organized it had to take over large contracts which had been 
made by the constituent comiianii's, some of them reiiniring (i months or even 12 
months to till. These' wei'e at much lower prices than would be .iustifiable under 
the present conditions of cost. Mr. Rt'id also testifies that at the time of the organ¬ 
ization of till' Americ.an Tin Plati! (.ioiniiany the various plants which entei'ed 
into it had contracts with jobbers and othi'rs i'oi' .siipjilj-ing tin plate at low prices, 
ranging from §2.07 to ■'52.77 pi'r box. These contracts amounted to about 4.(KK).000 
boxes, and continui'd up to ,fnly 1, IS!)!). Moreover, the American Tin Plate Com¬ 
pany, during the early months of 189!), made large contracts, which it was still 
■vvorkingon when Mr. Reid testifii'd. October. 18!)!), at prices much lower than have 
since pri'vailed, ranging from §2 to .82.7.7. (Gr.mi.vm, 8.73. 802: Reid. 8(17.874.8S1.) 

Mr. GltEElt also stati'S that many of the mills which, ('iiteri'd the American Tin 
Plate Company had orders for future delivery extending up to Octidier 1, 1899,or 
even to .January I.DMlfl. Thc'i'iitire product of the large N('wCa.stle and Shenango 
plants was thus sold in advance. Moreover, some of the .smaller mills had not 
been cautious enough to cover their supiilies for making this plati*. and the Ameri¬ 
can Tin Plate Conqiany has Ih'i'U conqielled to purchase materials at advanced 
prices in many casi's to malce products selling at low jirices. (924.) 

In support of these general statenu'nts Mr. Reid made di'tailed statements as 
to the incri'ase in the cost of materials, labor, etc. Tin'price of standard coke 
plates increa.si'd from .'52.0(1 iier box immediately prior to the formation of the com¬ 
bination te $4.6.7 in Octoln'r. 1.899. These prices are at the mills. Meantime there 
had been an increa.se in the price of .stei'l from .$17..70 jK'r ton to 838 per ton. At 
the time of the rapid increase in tin' price of plates from $3.S7i to $ 4 .(i,'> per box, steel 
advanced from .$22 to $38 pc'r ton. The jirice of tin has also doubled during the 
past year. Mr. Graham adds that the cost of acids, rolls and castings, fuel, etc., 
has also incr(*ased materially, while wagi'S have been advanced about 1.7 per cent. 

Mr. Reid expresses the opinion that the pM'sent high prices of steel, and conse¬ 
quently of tin plates, will run through at least all of the year 1900. (8.73, 867.) 

Mr. TAYboit. an independent tin-jdate manufacturer, believes that the increase 
in the price of tin idate during the pa.st year has been entirely .justified by the 
increase in the cost of materials and of labor. If the price had not been advanced, 
the business would have been done at a loss. During the same time that the 
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American product has advanced $2per box, the price in Walea has advanced §1.30 
per box, and the witness considers that this difference of 30 cents no more tnaii 
offsets the difference between tlie cost of labor in the two markets. 

Mr. Taylor does not believe that the j)ri)fits of the manufacture of tin plate are 
greater at the present high pricie.s than they w'ore before. The advance is normal. 
The price of tin was about i;i or 14 cents per pound in 181)8, but rose in the latter 
mrt of 1899 to 34 cent.s. and in October still stood at 28 cents. This imu'oase is 
due largely to the greater demand for tin in this (u)untry, as well as to the increase 
ill the Welsli tnitput. In the case of plates carrying very heavy coatings, such as 
those manufactured by the N. & (.4. Taylor Oompany, the imu'ease in cost has 
been em>ecially great. 

Mr. Taylor admits th.at the American Tin Plate Company practically fixes tlie 
price of tin iilates, but maintains that its action hitherto has not b#en arbitrary 
and iinju.st. (933.934,938,940.) 

A. Effeotn of increased price.—Jlr. OoiNU believes that the increase in the co.st of 
tin cans as the result of higher prices of tin plat(> can hardly be sufficient to affect 
the consumiitiou of canned goods. An increase from .82.(10 to 84.(13 per box on 
tin plate would mean an increase in the cost of a can of tliree-fourths of a cent 
or a cent. 

Mr. Going states further that c;m niaiiufacturers so far have felt no special 
pinch from the combination, especially becausi* fbi'y have had contracts for sup¬ 
plying their material during the year i.s99. ( 918 , Jr’l.) 

B. Quality of product of combination.—Mr. (toixo, a ri tired manufaidurer of tin 
cans, states that he lias heard from canmu's that th<! coating of plates sima' the 
fonnation of the combination is tbimier and less satisfactory. (91(1; as to relative 
quality of American and Welsh product, see below, p. 189.) 

Repaying to the statements of Mr. Going as to the relativeppiality of tin plate 
before and since the organization of the American Tin Plate ComiKiny, Mr. 
Greek declares that the ipiality at present is uniformly lietter. .As district man¬ 
ager of the large New Castle iilaiit. .Mr. Greer has instructions from the head of 
the operating detiartment at Chiciigo to make a good (pnility of phite. The mills 
are doing the best they can to improve iuid expect to turn out ii still higher grtide 
of plate next year. (920.929.) 


VI. RELATIVE ECONOMY AND ADVANTAGE OP MANDFACTDHE 
BY COMBINATION. 

A. Ocnerally.—Mr. GttAH.vJt testified that the combination could effect saving by 
the large plants which it would emiiloy. which would reduce the ('xpense of 
operation. Ho believes that the phints luive already Iteen better managed in the 
short time since the combination. There have, however, been very few new 
devices or improvement.s in methods of manufacture for many years. As many 
men are required in the black-plate mill to-day as were re<(uir(!d in Wales 7 years 
ago or even 25 years ago. The machinery used is i)erhaps heavier and stronger. 
Veiy few features of the machinery are covered by patents. (855,857,891.) 

Mr. Graham states that, while one of the chief pur])oses of the combination 
was to prevent suii-idal cutting of prices, the American Tin Plate Company also 
expects to imjjrove the physical condition and equipment of the plants. There 
is a marked difference in ecomuny between the obl-fashioiu'd mills, with wooden 
buildings and few conveniences, and the modern i)lant, with iron buildings, elec¬ 
tric cranes for handling the materials, etc. The applianc(!s in larger mills will 
result in saving. (8.55.) 

Mr. Greer believes that the time i.s too short to make itoasible a fail- judgjuent 
as to the advantages and disadvantages of combination in the tin-plate industry. 
He believes that the present policy of the American Tin Plate Conqiany i.s to 
consider carefully the intere.sts of tin! buyer and to deal justly with all its cus¬ 
tomers. (929.980.) 

Mr. Griffiths denies that the American Tin Plate Company can be in anyway 
beneficial to the country as a whole. Whatever savings it may effect by shipping 
from the nearest mills, etc., go into its own pockets and are not dividial with the 
consumer. The establishment of such a combination furnishes a bad precedent, 
tending to encourage other industries to enter into combinations for controlling 
conditions of biwiness and to discourage individuals from entering into industry. 
The witness believes that the Tin Plate; Company can pay dividends even on its 
inflated capitalization, at the e.xpense of the consumer. The masiufacturers would 
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never have gone into tliLs company, snrreiidering their chances for making a good 
profit individually, unless they had expected a remarkably good premium of gain 
by the establishment of a monopoly. (910.) 

B. large plants.—Mr. Reid testifies that by the control of a large number of 
different plants the tin-plate industry can be sjiecialized to advantage. Thus 
tenie plates (^an be finished entirely at one mill and coke plates at another. The 
saving, however, would not be great. The witne.ss does not believe that the com¬ 
bination has as yet effected .any saving in the co.st of labor, and doubts whether it 
will b(‘ able to do so. (H77.) 

Mr. Giuefiths believe.s that the limit of economy in manufacture is reached 
with a plant of from 1 to 6 mills. He understands that the experientsi of Wales 
has shown a 4-mill plant to be more profitable than larger ones. (91.7.) 

Mr. Gbeeii. referring to the above statement of Mr. Griffiths, states that the 
opinions of the Welsh manufacturers as to nu'thods of making tin plate are of 
compar.atively little value. American ideas have advanced very rapidly and we 
have learned little from Wales. (93.7.) 

It appears from the (‘vidence above referred to undi'r the heading of capitaliza¬ 
tion that the cost of erecting a plant with a larger number of mills is not propor¬ 
tionately less, but no detailed evidence is brought forward by I be defenders of 
the tin-plate combination as to the relative cost of oiiei'at.ion in such plants. 

C. Personal superintendence.—Mr. Gkiffiths lielieves that tlu^ iiMleiiendent manu¬ 
facturer, befori' the combinati(tn .and sinea^ the comlnnalion, has been able to 
manufacture tin plate itiuch more economically than the American Tin Plate 
Company, chiefly because under separate control tin* individual owiut is directly 
on the grt)und and continually cudgeling his brain in the direction <*f his own 
interest. The tin-plate business is a ]iecutiarly difticnlt one. different from any 
otlnn-. and involving many details which greatly affect profits. It needs to be done 
undi'r the personal eye of the owner. It is ini|ios.sible for a manager who. accord¬ 
ing to the pre.sent practice of the .American Tin Plate (,'omiiany. is .supplied to 
mtinage 3t) or ill) mills in sevi ral ditferent tilants. and who is able to visit each 
one only about once a week, to getas good rosults as under the previiius practice. 
Theri' needs ti» bo some one to look after the superintendent of the plant every 
dtty. Tin* witness ailmits that there is some advantagi* in the pr.actice of the 
American Tin Plate (.Company in n'(ptiring freipient reports from the superin- 
tendent.s of the different plants, and in comparing these rejiorts to ascertain the 
relative efiiinency. But this practice is not as satisfactory as direct management 
by the owner. (.999.900.) 

To thi.s Mr. Reid and Mr. Giif.ku reply that, as a matter of fact, a largt! pro¬ 
portion of the previous owners of tin-i)lafe plants ari* stockholders and oflicer.s in 
the American Tin Plate Company, and that many of them are giving their undi¬ 
vided attention to the iiperation of the same mills which they liad charge of 
before the couibintition. Thus, in the case of the large e.stablishments at New 
Castle, Mr. Greer, the former managi^r, is still in entire control. (.977; 930.939.) 

Mr. T.aylor, an independent tin-plate dipper, states tlnit one plant of reason¬ 
able capacity in a single place can be better managed than a number of scattered 
idants under a central superintendent. Supervision is e.xtremely important in 
the tin-plate bu.siness, and (uiu not be satisfactorily exercised by visiting officers. 
The American Tin Plate Company, however, realizes this, and is adopting the 
practice of dismantling outside mills and concinitrating its production in a few 
large plants under the best supervision. (941.) 

D. Economy in labor.—Mr. Bkid stab's that the combination has not reduced the 
number of its employees either as a whole or in proportion to the amount of 
product. It has not even reduced the e.xpcnses of office work, although the sepa¬ 
rate office establishments of the different plants have been discontinued, practi¬ 
cally all of the men having been taken to the office at Chicago. (87(1,877.) 

Mr. Griffiths testifies that the American Tin Plate Company has as yet made 
no savings in the cost of labor by combination. Even before the advance in the 
scale of wages the pay roll had become larger than before. He does not believe 
there has been much saving in the cost of superintendence. The district mana¬ 
gers are paid at present about the same salaries as the various superintendents 
were formerly paid. (899,900.) 

E. Economy in purchaso of snpplies.— Mr. Reid testifies that the American Tin Plate 
Company is enabled to effeid some saving by its large purchases of supplies. 
Large buyers can obtain tin at 3 or :1 cents a pound less than smaller buyers. 
The combination uses perhaps ,?40,0fl0 worth of acid per mouth, and there is some 
economy in the purchase of this in large quantities. (877.) 
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Mr. Griffiths, an iuclcpendimt mannfactnrer, also believes that the combina¬ 
tion makes savings by its large purchases. He understands that it buys all of its 
block fin from Phelps. Dodge & Co., of New York, and all of its palm oil from 
Crookes & Co., etc.’ The individual manufacturer would perhaiJS not be able to 
lay in a O-months' supply of material in advance as the (annbination is able to do. 
The saving in this regard is perhaps comparatively small, however. The witness 
suggests also that the American Tin Plate Company may be paying much less 
than the current market price for its steel. On this suliject .see the statements as 
to the relation between the combination and tlie vai'ious .steel companies, pp. 
192,194. (9l;!.) 

F. Savings in frsight.—Mr. GR.til.rM states that tlie Tin Plate Company receives no 
special freight rates from railways, so far as his personal knowledge goes. But 
there is a saving in freight by shipping goods from the most convf'iiient mill. 
Thus, orders for goods in the East will be furnished from the Pittsburg and other 
Eastern plants, and Western unlers from the Indiana iind otlicr Western plants, 
whereas formerly there was larg(^ expense from long shipments and cross freights. 

Mr. Reid iilso claims a saving of freights in this manner. (877.) 

Mr. Griffiths admits that there may be considerabh* saving to the combi¬ 
nation by the ability to furnish tin plat(‘sfrom the nearest mills, saving thecros.s- 
ingof freights. He does not believe iliat this saving is sufticient to offset the 
disadvantage of the laid,- of personal supc-rintendence by the owner. (9i:i.) 

Mr. Taylor, an independent manufacturer, is of the opinion that considerable 
savings mn.st be m.ade by the combination in this w.ay. (il42.) 

0. Economy in selling.—Mr. Rum states that tlie former method of selling vv’as 
not esiiecially exjiensive, sinc^e tln^ owmu's and m.anagers of the plants attended 
largely to the sales businc.ss tbemsidves. Nevertheless, the present system of con¬ 
solidation, which enables tlu’se managers to devote thiir (Uitire time to the mill 
instead of giving a part of it to the selling business, results in the manufacture of 
a better product. (877.) 

Mr. Grah.vm states that under the (.-ombination there is an uni]uestionable and 
largo saving in the selling of goods. The ('(Jiupany has been able to dispense with 
the services of numerous traveling and commission men. Each separate plant 
formerly had a more or less elaliorate sy.stem of distribution. (.8.7.1.) 

VII. EFFECT OF COMBINATION ON LABOR. 

(See .akso as to closing of plants, pp. 177.178.) 

A. Increase of wages.—The number of employees of the xVmerican Tin Plate Com¬ 
pany, according to Mr. (tUah.v.ii, is 20.0i)l) or 25.0()(t. Practically all the concerns 
in the combination pay the scale of wages fixed by the Amalgamated Association 
of Iron.,Steel and Tin Workers. There i.s one mill at Monessen. Pa., which has 
somew'hat different machinery, in which a slight variation is allovv'ed by agree¬ 
ment. Mills which formerly did not pay this .scale of wages have been brought 
up to it. (858,881.) 

Mr. Reid testifies to the s.ame effect as Mr. Graham. He adds that a general 
advance of 1.1 per cemt in the wages of skilled labor has been made since the for¬ 
mation of the combination, while the wagesof ordinary labor havebc'i.m advanced 
about 20 per cent. In adjusting scales between different mills there has been a 
still greater advance in many cases. 

Mr. Reid also .submitted the full tinxt of the existing agreement with the Amal¬ 
gamated Association governing rolling mills manufacturing tin plate, for the 
year ending June 80, 1900, together with the corresponding scales and regulations 
for the years 1899, 1898, and 1897. The wages fixed in these tables are for phice- 
work, so much being paid per ton for the different kinds of work on plates of 
different .sizes. A limit of the amount of work which any man is allowed to per¬ 
form and re(-eive pay for during 8 hours, the length of the day's work, is imposed, 
varying according to the thickness of the sheets rolled. 

The wages are arranged upon a sliding .scale, the base prices given being com¬ 
puted upon a selling jirice of $4.25 per box for coke tin plates. For each 10 cents 
increase in the price per box 2 per cent is to be added to the price fixed for the 
different classes of work. The agreement for the year ending June :j0.1900, how¬ 
ever, provddes that the base prices named .shall be the minimum for that year, so 
that there can be no reduction whatever until the expiration of that time. 

Mr. Reid also submitted a statement .showing the relative w,pges in 1898 and 
1899 of the blacksmiths, carjienters, and miscellaneous workers and laborers 
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employed by the American Tin Plate Company who do not come nnder the agiee- 
ment witli the Amalgamated Ansociation. Wiiorethe rate of wafies per day was 
leK.s than prior to .lannary 1, 181S1), the iiew rate is 1.5 i)er cent hifrher; from 
,$1..50 to Si, li pi-r cent hiiiher; and from $2 to .Si.ol), 10 per cent higlier. In the 
finishing: (hipartment, including the tinner.s, tlie advance since .Tanuary 1. 1899, 
has been from 1.5 to 50 per (amt. (809-874.) 

Mr, Reid .states further that th(( .skilled laborers of the American Tin Plate 
Company are the best-paid laborer.s in the conntry. There is 1 roller to each 
mill for <‘aoli shift. He can make, nnder the present scab^ of prita.’S. nearly §10 
per day for 8 bonrs' work. He may luive an assistant roller, bnt the next most 
skilled unm are the donbler and catcher, who make .SO or §7 p(-'r day. The workers 
in the tinning establishment are also paid on a regular scale fixed by the rec^ently 
forme(l unicni. A tinner ((.an niitke. the witness understands, from 82.50 to ,$8 p((r 
day and his helper ,$2 per day. The work is not highly skilled. In Elwood, Ind., 
for (uxam])le. most of the workers were takni from the farms or the streets and 
became sufficiently skilled within 2 or 11 montiis. 

In addition, there are many ordinary laborers emidoyed in the packing and 
shipping work, their pr(‘.s(mt wages being 81.40 per day. W'uuen are also (Uii- 
ployed in the packing bouses, and make about 81.25 per day. Some boys as 
young as 10 years of age arc! employed, chiefly in managing the grease in connec¬ 
tion with tile rolhu's. 

The witness believes that the skilled laborers engaged in this indn.stry live very 
well: that Ihiy have pianos, horses and buggies, lace curtains, and all the comforts 
of life. (879.) 

B. Strikes and union labor.-Mr. Keip stateil that tin' American Tin Plate Com- 
p.any lead eiieouuterod only one sirike. wliicli was confined to a phmt at Lisbon, 
Ohio. It was a nonunion mill, and during the proee.ss of unionizing it there was 
a temporary misuudstandiug, but the mill is now operating nnder the Amalga- 
mat(>d .scale, (8711.) 

Mr. (Irekk. district iiiauager of the New Castle mills, states that the .Auuu'ican 
Tin Plate Company agreed rvitii its workmen to allow them to unionize all the 
mills, save tlie one at Moiu's.sen. He knows of no strikes since the organiza¬ 
tion of the American Tin Plate ('ompany. e.xcept an uniniiiortant one at Elwood. 
Ind.. caused by the discharge of one of the workmen for taking spirituous Ihjiiors 
into the mill in violation of the rules. He believc's that the officers of the Amal¬ 
gamated .As.sociation were not ,iustifi(‘il in declarin.g this strike. 

The American Tin Plate Company has always been ready lu recognize the 
unions and to treat with them. (928.) 

C. Ownership of stock by employees.—Mr. Moore and Mr. (iii.Ml.t.'l both point out 
th.at a certain nuinbev of eiuiilovei’s of the .American Tin Plate Company own 
.small aniouiits of slo(d<, Mr. (iraham states that tlie company lias not .specially 
sought to ('iiconra.gc tliis, Mr. Moore says tliat lie took s|iecial pains to furnish 
.small ainoniils of stock to emiiloyei's (lesiring it at tin' tinii' wlieii the coni- 
binatioii was Ixuiig foniied. (85J. 9111,) 

D. Labor in dipping plant.—Mr. T.wi.oR states that the N. & (4. Taylor Company 
pays very full wages in its tinning iihmt. the rates being graded for the different 
processes according to the skill. The most skilled labor is paid by the piece. 
Some women an- employed to clean plates. Thi' employees are not organizeil, but 
the witness lielievu's tliat tin' wages ar(( aliont the same as those of union labor. 
There have been no strikes, and the men bare always biuui well satisfied. It is 
necessary to have efficient labor on aceoiint of the bigli grade of tin plates pro¬ 
duced by this eompany. Most of the labor is native, altbongh a few Welshmen 
were einiiloyed at the time when the works first started. (9;I2. 9:1(1.) 

VIII. THE TARIFF AND THE TIN-PLATE INDUSTRY. 

A. Effect in building up manufacture.—1. Gou'ralli/. —It is made clear by the evi¬ 
dence of all of the witnesses that the tin-plate industry in the United States has 
been luiilt np practically since the McKinley tariff of 1890, wbicli raised the duty 
on tin plates from 1 to 2.2 cents pi>r pound. Witluiut the protection, all the wit- 
nesse.s agree, the industry could not have heeii profitably establisht'd. Haffiug 
once been established, it was able to .sntimit to the ivduction of the duty to 1.2 
cents by the Wilson tariff of 1894. and is now snfflei(>ntly protected by the duty of 
1.5 (umts nnd(‘r tlie Diiigley tariff of 1897. 

Mr. Reiu iiointed out that tlu' tariff on tin iilate had built np a great industry 
giving employimmt to thousands of men, not only in the tin-plate mills them¬ 
selves, bnt in the maunfacture of steel for the plates, of acids, and other supplies. 
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All these raw materials were formerly manufactured abroad, and by bringing the 
manufacture to this country employment has been greatly increased. Possibly 
$30,000,000 has been kept from going abroad for payment for .such raw materials. 
(878.) 

2. Lcm-ering of prices. —Mr. Beid says that the introduction of the industry 
into this country has decreased the cost of tin plates to the consumer. Before the 
tariff of 1890, tlie prices of tin plates had been .$0 or ,$7 per box. while since that 
time they have run down a.s low as S'l.fiO. and are even now only $4.6.5. The 
average price now is from $1..50 to ,$2 per box lower than before plates were 
manufactured in this (Country. (878.) 

Mr. TAYi.oii, an independent dipper of tin plate, likewise declares that the 
establishment of the tin-plate industry in this (Country, owing to the tariff, has 
saved many millions of dollars to coiisuuiers in lowered prices, arill has very 
greatly increased the employment of labor. He believes that the conditions for 
making tin jilate are more favorable in this country than anywhere else. The 
establishment of the tariff was not due especially to organized labor, but to the 
recognition of the desirability of establishing this m!W industry. (flJtt.) 

Mr. Taylor further states that immediately after the passage of ttn^ McKinley 
act. and before the duties went into elfect, large quantities of tin plate were 
imiKirted with a view to gaining the profit at the time of the inctease of tariff. 
But the importations were so lai'ge that jirices d(!('lined immediately after the 
tariff went into effect, and thev have been lower ev<‘r since than befori! the act of 
1890. (9:!.5,) 

3. Eaiit/liiMori/ of iniliislri/(iiiil tariff. —Mr. Retd, iiresident of the Amen'can Tin 
Plate Comi)any. testifies that when the tariff was fii-st estal)lishe<l in 1.8!i0 numer¬ 
ous mills were soon erected, but that for .some time- they were opei-iited, at lea.st 
in certiiiu instances, iit a loss, because of the ignorance as to methods. Many 
Welshmen were brought over, ami the witness considi-rs that their knowledge 
was not adapted to American comlitions. Tlie plant at Elwood, lud., was at one 
time selling tin pliites at $.5.8,) pi-)- box whi<‘h (sist $9 to make. (878.) 

Mr. Gutter also states that the Amei’ican methods of production are much 
superior to those employed by tin- Welsh. Nearly all of the old Welsh ideas have 
been abandoned during the develoiiment of the industry in this country. By 
careful iind intense api)liciTtion of American engineers and workmen vei'y gre.at 
improvements have been made. (925.) 

B. Sufficiency of protection,—Mr. Reid further testities that the tariff at iiresent is 
sufficient to pi-event the importation of tin plates of ordinary grade. The price 
of tin plates at the mills in the United States in October. 1899, was .$4.65, while 
the pricoof foreign plates at New York was $5.27U There is practically a margin 
of 60 cents, which could at the present prices lie taken from the duty without 
admitting foreign tin plate. (878.) 

Several witnes-ses testify that at present no tin ])late is imported into this 
country, unless of certain special high grades, or unless intendi-d tor ree.xporta- 
tion. with a drawback of the duty. Mr. Going states that imported tin plate is 
invariably used in the manufacture of tin cans intended for e.xportation of food 
products. It was also pointed out that the Standard Oil Company imports large 
amounts of tin plate for making its tin cans for.shipping oil abroad. (Griffiths, 
915; Going, 931.) 

C. Necescite of protection. —Mr. Graham, vice-president of the American Tin Plate 
Company, declares that the removal of the tariff on tin plate would destroy the 
industry in this country. (8.54.) 

Mr. Griffiths, an independent manufacturer of tin plate, also maintains that 
protection is still necessary in the United States to enable the tin-plate industry 
to be carried on profitably’. Even at the time when the price of tin plates was 
lowest in this country, during 1898, the minimum cost in New York would have 
been $3.78 per box, whereas the imported tin plate could have been put down 
there at $2.18 per box, exclusive of the duty. (909, 910.) 

Mr. Taylor, an independent dipper of tin plate, agrees that it would be impos¬ 
sible at present to disiiense with the tariff. If the conditions existing during 1898 
had continued, it might have been possible to manufacture tin jilate in this country 
at as low a cost as in Wales, Protection is especially necessary to prevent spec¬ 
ulative importations of tin plate at particularly unfavorable times. 

The immediate result of the .abolition of the duty on tin plate, according to Mr. 
Taylor, would be to increase, the price of the foreign product materially; much of 
it would immediately come to this country. American manufacturers could not 
at first compete against this importation, but might gradually adjust themselves 
to the changed circumstances. It would be necessary to reduce wages largely, or 
else men would be thrown out of work. Profits would have to be much less t^an 
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at present. Tiie raw materials for inamifaotnring tin plate would also have to be 
obtained at lower prices, which would have a reacting influence upon the iron 
and steel imhishdes. In fact,it would be impossible to dhsturb the tariif on tin 
plate without disturbing everything else. (it34, 

Mr. Gu.4.H.\m states that the rate.s paid to workmen in the tin-plate indu.stry in 
this country are two and one-half to three time.s gi'eater than in Wales. (8l)t.) 

Mr. Bf.id .states that he Itelieves the rollers, or most skilh^d laborers in tlie tin¬ 
plate industry, receive about $3.50 per day in Wales as compared with nearly $10 
in this country. (H80.) 

Mr. Tayi.ou testifies that there are no large aggregations of capital or combi¬ 
nations of manufacturers in the tin-plate industry in Great Britain, except that a 
few English manufacturers of large tin sheets have always been combined during 
the past 25 or 30 years. (040.) 

Notwithstanding the great improvements in in'oduction in this country, Mr. 
Beii) believes that the cost of production in Great Britain, especially on accountof 
the lower wages of labor, will long continue to be so low that American tin plate 
can not he exjiorted in competition. The cost of labor is a large; item in the cost 
of tin plate, and wages of skilled labor are almost three times as high in this 
country as in Wales. 

Mr. Eeid further states that there are about 400 tin-plate mills in Europe, as 
compared with 300 in this country, but that the United States can produce 30 per 
cent more per mill. This country, he believes, consumes practically two-thirds 
of the tin-plate production of the world. (882.) 

D. Relative quality of American product—Mr. Goi.no, who has been engaged in the 
manufacture of tin cans and the canning of goods, testifies th.at when tin plate 
first began to be manufactured in the United States it was somewhat inferior. 
But by the imju'ovemunts in machinery, undhods, and skill the bhu^k plate.s have 
been made more duidile and the coating has been put on more satisfactorily. Mr. 
Going states, however, that impoi’ted tin plate formerly carried .5 pounds of tin to 
100 pounds of black iron. .Several years ago. when the business commenced to be 
less profitable in this country, the amount of tin was reduced and is now about 
2i pounds. The witne.ss has been told by can manufacturers that the coating has 
become still thinner since the formation of the combination. Can manufacturers 
desire good plate, simte they have to guarantee that the contents of the can 'n’ill 
not be spoiled. While the effect of poor or thin coating on the contents of the 
can is not a]it to be in,iurious to health, the inside of the can is likely to become 
discolored and unsightly. (91(1.920,921.) 

Other wltne.sses, however, maintain that Americuin tin plates are superior, both 
in the quality of the black plates themselves and in the tinning. This is claimed 
by Mr. Giiaham, of the American Tin Plato Company. (861.) 

Beforring to the statements of Mr. Going, Mr. (Sheer, the manager of the New 
Castle mills, states that no coke plates used for canning purposes made in Wales 
or in America over carried 5 ixninds of coating. Only ver-y high grades of char¬ 
coal plates have such a coating. Welsh coke plates for canning purposes have 
for several years been less heavily coated than American plates. Mr. Greer also 
refers to the groat softness and ductility of American B(;ssemer black plates. 
(926.) 

Mr. Tayi.ok, an independent tin-plate manufacturer, likewise states that 
American B(!gsemer black plates have improved greatly in (prality and are very 
largely superior in ductility. t(‘nsile strength, surface, and finish to those made 
abroad. Few improvements have been made here in open-hearth steel plates, but 
there is comparatively little difft'rence in the quality of our Bessemer and open- 
hearth plates. In some of the high girules also the American product has 
improved leas rapidly and is still inferior, but these are unimportant in quantity. 

Considerable improvements have also been made in this country in tinning. 
(682, 936.) 

E. Effect of tariff on combination.—None of the witnesses attribute the formation 
of the existing tin-plate combination to the tariff in any other sense than that 
the industry itself owes its existence to the tariff. Mr. Beid specifically denies 
that the tariff had anything to (lo with the formation of the American Tin Plate 
Company. (881.) 

Mr. Ghipfitiis, an indtipendent manufacturer of tin plate, who is opposed 
strongly to the American Tin Plate Company, likewise holds that the tanff can 
be considered in no sense the father of the trust. (912.) 
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NATIONAL STEEL COMPANY. 


WITNESS, 

Reis, \Vm. E., president of tlio National Steel Company 


t*a"e. 

943-953 


I. ORGANIZATION, CAPITALIZATION. ETC. 

A. Organization.—Mr. Rkis, pre.sideiit of the National Steel Company, states that 
that company was organize'd in February, IS'J'J, under the laws of New Jersey, 
with a eapil.'d of S-l'J.000,000. .S'lT.dOO.ddO of 7 per cent cnmnlative pfet'erred stock 
and ,'583.000.000 of cojnmon stock. The company im.-lndes si.x steel plants, located 
at New Castle, Yonng.stown. Sharon, Mingo Junction. Bcdlaire, and Columbus. 
These plants are engaged in producing steel billets and slabs, which are the raw 
materials tor making tin plates and various other products. The plants include 
15 blast furnaces. The company also own.s iron mines in northern Mhdiigan at 
Iron Mountain and Ishpeming. These are expected 1o produce from 1,350,000 to 
1,400,000 tons of ore annuidly, the total amount reiiuired tor the use of the steel 
plants in the combination being about 3,000.000 tons. The National Steel Com¬ 
pany also owns nine lake boats for transporting ore, capable of (.‘arrying about 
1.000,000 tons .annually. (044,01.5.) 

B. Conformity with New Jersey corporation laws.—Mr. Rkis submits an e.xlract from 
the minutes of the first meeting of the stockhoblers directing the appointment of 
an agent and the establishment of a principal ollice in the State of New Jersey 
and providing tor a record of stock transfers to be ojien at all times to the inspec¬ 
tion of stockholders. So far as the witness knows, this re.si ilution has been carried 
out and conformed to. (1KI3.) 

C. Capitalization.—The organization of the National Steel Company w,as accom¬ 
plished liy Judge Moore, the oi'ganizer of the American Tin Plate Company, and 
the method employed was substantially the same in each case, Thi> various con¬ 
cerns in the combination gave oiitions on their iilants. with the privilege of taking 
all cash or jiart or all stock. The plant with which Mr. Reis was connected chose 
to take all stock in the transaction. One share of pnd'erred stock was given for 
each §100 of cash value, and in addition one share of common stock. The cash 
value in the case of Mr. Reis's plant was that which had been fixed in an <,iffer 
matle for the plant by another company 30 days before the organization of the 
combination. 

Mr. Reis does not know' exactly the disposition made of the stocks of the com¬ 
pany. but states that it w'as the general supposition that the additional .$5,000,0(K) 
of common slock above the amount of iireferred stock was used in the ]nomotion 
of the scheme. At the present market values of common stock this surplus would 
be worth about S3.500.1W0. Tht^ general expenses of bringing together such a 
combination are very considerable. (Oil, 01'.); compare Moore. 050.) 

D. Dividends.—The company has so far ((.fctober, 1800,) paid two (|narterly,divi¬ 
dends upon its prcfeiTed stock and the iire.sident states that its profits exceed its 
dividends. The company has been making improvements and enlarging its plant 
and there are holies that it may pay dividends on the common stock. The pre.s- 
ent value of preferred stock on the market is 05 or 00; of common stock, .50 to .52. 

E. Value of plants.—The steel jdants in the combination are capable of producing 
5,000 tons of steel per day. It was formerly roughly estimated that to erect; a 
bla.st furnace would cost slOO.OOO for each 100 tons of daily production. Mr. 
Reis declares, however, that the three blast furnaces which arc now being built 
by the National Steel Company will probably cost three times the amount of 
this estimate, owing to the very great increase in the cost of machinery, mate¬ 
rials, and labor. Moreover, in order to run a plant properly there ought to bo 
working capital to an amount eiinal to at least half of the cost of the plant itself. 
The iron ore used has to be brought from Lake Suiierior during the open season 
of navigation, and it reiiuires consider.alde money to freight and store it until it 
is used. 

The mining properties owned by the National Steel Company in nortliom Michi¬ 
gan are considered by Mr. Reis to be of very great value, especially in view of the 
marked increase in the price of ore, which Mr. Reis believes is likely to remain 
at the present high values. Those mining lands are perhaps worth 200 per cent 
more now than they wore a year ago. The witness is unabfe to estimate for how 
long a period the mines owned by tho National Steel Company will .bo able to 
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supply its demantl. During the years 1803 to 1808 there had b(‘eu many failures 
in the iron region, duo to the excessive competition and suiplua of production 
above demand, and espedally to the development of the Mesaba region, where 
the cost of production at first was insignificant. (94.1, 949, 9.50.) 

II. OUTPUT. PRICES. 

A. Control of output.—Mr. Reis testifies that the National Steel Company is not a 
“• trust" in the ordinary sense, since it makes no attempt to secure control of a 
large proportion of the outinit of steel. Its economies are sought in the combina¬ 
tion of steel iilants with sources of raw materials. The National Steel Company 
produces only about 18 per ('ent of the Bessemer steel made in this country. The 
other chief concerns engaged in steel prijduction are tins Carnegie Steel Company; 
Federal Steel Company; the Maryland: Jones Ss Langhlin Sttwl Company; Wheel¬ 
ing Steel and Iron Company, and the Lorain Steel Company. 

B. Prices.—Mr. Reis testifies that the increase in the price of steel h.as been due 
to the great increase of demand and to the fact that surplus stocks and materials 
have been (‘.xhau.sted by the heavy exiiortation of the past 3 years. The average 
price of Bessemer pig iron in 1894 at Pittsburg was about §11.88; 189.5, §13.73; 
1896, §13.14; 1897, §10.1:1; 1898, §10..i3. The jiresent advance in prices commenced 
in December. 1898, and at the time of the testimony, October, 1899, the price of 
pig iron was .§33,.50 to .§38, The National Steel Comi«my is a large buyer of pig 
iron, besides manufacturing it itself, ami naturally has had no effect in forcing 
up the priee. The pi ice of steel billets—the main product of the National Steel 
Company—lias varied in somewhat the same iiroportions as the price of pig iron. 
The average price per ton in 1.894 was §16.58: 1895, §18.48; 1896, §18,88; 1897, 
§15.08: 1.898, §15.81. The (pioted prices .since .Tanuary. 1899, have ranged from 
§84 to .§88, with an occasional priee for a sm.all quantity, under special circum¬ 
stances, as liigh as §11, such figures as tliese last, according to Mr. Reis, in no 
sense representin.g the trnc market. 

Mr. Reis points out especially that, owing to the largo contracts made in 
advance liy steel plants, the actual avera.ge price received hy tliem dnring the 
year 1899 luis been much less than the (juoted jn'ice for new contracts. Thn.s dur¬ 
ing August the .average price received by the National .Steel Company was only 
§31, while the market (piotations ranged from ,§31 to §44. In October the com¬ 
pany hud contriicts on hand for 700.000 tons of steel. 

As to the general in<'rea.se in the demand for iron materials and steel dnring 
till! p:ist 3 years. Mr. Reis states tluit tlie increased use of iron and steel for 
strnetnral purposes, e.speeially in erecting large office bnildings. has so greatly 
raised the demand ns to e.-iiilain hugely the advance in prices. He considers tliat 
this demand is likely to continue and increase. As :i. result of this increased 
demand for iron, practii'ally all of the pig-iron furnaces in Pennsylvania are now 
ill operation. .Sonn' of these have been idle during the jiast 5 or 6 years, but they 
were mostly aiitiiiuated plants, which will not be able to live it the present high 
prices cease. (945,94(5,959,951,) 

ni. advantages of consolidation. 

Mr. Risis testifies that the Niitional Steel Company was not formed especially on 
account of tlie unprofitable (mudition of business. Siu-eral of the plants wliicb 
entered the combination, it not all of them, were fairly pro.sperous and had been 
running continuously. It lias already been pointial out that tlie combination makes 
no attempt to control the supply of steel. The main advantage of thi^ organiza¬ 
tion of the National Steel Company has beim in bringing tlie prod action of raw 
material and of steel together. This has put the companies in the combination 
into a better condition to compete with the other large concerns. To secure raw 
materials, ore and coal, is absolutely esseiitiiil to the success of the business, imd 
to the extent that the company it.self controls the source of the.se raw materials 
it i.s in a stronger position. 

Some saving will also he effected in fri‘ight.s by shipping goods from the nearest 
transportation point. (947.) 

IV. LABOR. 

Part of the works of the National Stool Company, aiicording to Mr. Reis, are 
operated by labor belonging to the Amalgamated Association of Iron and Steel 
Workers, while the others are nonunion. In both cases, however, the wages of 
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practically all ot the men are fixed by agreement for the entire year. It is not 
possible to make the rate uniform in all different plants, because the methods of pro¬ 
duction and l(x:al conditions vary materially. Thus a modern idant is allowed by 
the Amalg.amated Asso(dation to manufacture more per man than an old-fashioned 
.plant. Tlie men not belonging to the Amalgamated Association get relatively 
the same wages as those in the association. 

There has been a marked increase in wages for all .skilled labor employed by 
the National Steel Company. The new scale adopted on .Inly t, bSilll, for the ensu¬ 
ing year. inci'ea.sed wages in .some cases 1.') per cent and in others 20 percent. 

There have been no strike.s^.since the organization of the National Steel Com¬ 
pany. The company has increased the number ot emidoyees. but this is i)artly 
due to the fact that new c.onstriKdion is going on. About 8.000 men are employed 
at all the sti^el works, 1,800 more than were employed in Mar<di. Buf the .several 
plants which entered the combination had mostly been running quite regularly 
before the combination was fornn'd. (O-IO, 1)48, Ool.) 

V. RELATIONS TO AMERICAN TIN PLATE AND AMERICAN STEEL 
HOOP COMPANIES. 

Mr. Keis te.stifies that there are a number of directors in the National Steel 
Company who are also directors in the American Tin Plate Company and the 
American Steel Hoop Company. In fact, all of the members of the executive 
committee of the steel company are large stockholders in the others, while all the 
companies have the same treasurer. Nevertheless there is no formal relation 
between the three comiianies, and they make contracts with one another in the 
same way as ^vith any' other concern. The National Steel t.'ompany sells perhap.s 
one-fourth or one-fifth of its product to the American Tin Plate Company. The 
object of the relation between the different companies is to assure them markets 
for their products and sources of supply for their raw materials. (947, 948.) 

VI. TARIFF. 

Mr. Reis states that the tariff, so far as it is placed upon steel billots, bars, and 
sheets, is no longer necessary for the protection of the industry. No steel is 
imported, and during the past 8 or 10 years the tariff has cut no figure. But if 
the tariff should be removed from tin plate or from certain other branches of the 
iron and steel industry there would be an indirect effect upon the making of 
steel. (947.) 


AMERICAN STEEL HOOP COMPAJs^. 


WITNESS. 


Guthrie, Charles S., president 


Pago. 

!)5a-968 


I. ORGANIZATION. 

Mr. Guthrie, president of the American Steel Hoop Company, testifies that it 
was incorporatea on April 17,1899, with a capital of 814,000,000 preferred stock 
and $19,000,000 common stock. Tlie products of this company are a variety of 
light iron and steel hoops, bands, cotton ties, bars, rounds, and half-rounds, etc. 
These are all rolled on high-speed rolls. 

This company, like the American Tin Plate Company and the National Steel 
Company, was promoted by Judge Moore and is more or less closely related with 
the companies just named. (9.53, 9.54, 957.) 


11. PRICES. 

The prices of the products of the American Steel Hoop Company have advanced 
greatly since the formation of the combination; but, according to Mr. Guthrie, 
the increase has not been relatively as great as that in the cost of raw material. 
Just before the company was organized, steel, the chief raw material, cost about 
|18 or $19 per ton. At present (October, 1899) the price is from $34 to $38. The 
former price for the base of the product of the company was “$1.4fl; at present 
it is $8.15. The price for hoops or hands is about $50 per ton, as compared with 
$35 to $38 for the raw material. (954.) 
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m. ECONOMIES. 

Mr. Guthrie says that one of the chief advantage-s of the consolidation in 
the American Steel Hoop Company is the possibility of specializing products in 
different plants. Eighty-five or ninety different sizes of goods are produced,* 
which would necessitate constant changing of the rolling machinery in a single 
plant. At present one mill may be given a large order for a particular ckss of 
goods, with an economy of from $1 to .Sl.fiO per ton. 

Further saving is effected by concentrating the management, bookkeeping, etc., 
in one office. Miscellaneous expenses are thus materially reduced. Thus the 
expense of selling was formerly never less than 50 cents per ton and usually $1. 
It has been reduced to 40 cents per ton. 

The comxiany takes pains to require daily reports from <!acli jdant and to com¬ 
pare these reports (carefully, with a view to lueventing (tirelessness and inefficiency 
on the jiart of the superintendent. 

By shi])i)ing from the nearest jdant considerable saving in freight is made. 

The combination has sought to put its plants in control of the most able man¬ 
agers. If a jn’evious owner or manager of a jdant has shown himself thoroughly 
competent he retains his position after the jdant joins the combination; older 
and less (jfficient men. who frequently desire to retire, are disjdaced by younger 
and more energetic men. 

The combination is also advantageous in develoinng the exiiort trade. The 
large capital and the large amount of business make it possible to employ agents 
all over the world and to sjiend large sunns in iiioneering, as would be impossible 
for a .smaller concern. (iWli, !)54, i)5(i, P5T.) 


IV. WAGES. 

Mr. Guthrie testifies that the wages paid by the American Steel Hoop Com¬ 
pany have beim advanced from 15 to 2!) per cent since its organization. About 
half of the men employi-d belong to the Amalgamated x\ssociation of Iron and 
Steel Workers. The Pittsburg mills are nonunion. The nonunion men are paid 
practically the same rates as those belonging to the association, contracts being 
made individually with the men. In a sense the Amalgamated Association fixes 
the wages for these men and i.s thus a benefit to them. 

The wages are fixed by annual agreement, the rfiti.'s differing in the different 
plants according to the conditions, the machinery used. etc. Some classes of 
work are adjusted on a sliding scale, wages varying with the priceof the product. 
(MS.) 


V. TARIFF AND EXPORT TRADE. 

Mr. Gutiirif. believes that protection is still necessary for American steel and 
iron products, although we can already comjiete in the sale of those products prac¬ 
tically throughout the world and are likely to be more and more aole to control 
the world market. In theabsenceof a tariff foreign manufacturers make America 
a dumping ground for their surplus product. They expect to get their profit from 
the home ti’ade and maintain prices there by disposing of temporary surpluses 
in this country. The ocean freights from England to Galveston and Charleston, 
for example, are less than the rail and ocean freights from Pittsburg to those cities. 

The fact that wo export steel is no sign that we need no protection. American 
manufacturer.s. too, sometime.s follow the practice of exporting a surplus product 
at a price less than the average cost of the entire outimt—considerably less than 
the price in this country. The Carnegie Company thus at one time proposeii to sell 
a large (juantity of .steel abroad at 20 per cent less than the domestic price in order 
to “ keep things moving and bring gold back to this country.” A year ago the 
American Steel Hoop Company was exporting its products cpiite freely. At 
present it can export only by cutting prices, on account of the high domestic 
demand. If, however, favorable ocean freights can be obtained, especially by the 
establishment of an Aiherican merchant marine, our steel products can compete 
in every country, even in England itself. 

This country has a very great advantage over England in the cheapness of raw 
material for making steel and iron jiroducts. The cost of coal in England is $4.50 
per ton; in Pittsburg, $1..50 Iron ore costs less, and transportation rates on the 
Great Lakes are lower than anywhere else in the world. The Americans have 
high ability and intelligence, and it is only a question of time when they will 
control the iron and .steel markets of the world. (05.5, 056.) 

83a— FT 1-13 
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VI. RELATIONS WITH STEEL COMPANIES. 

Mr. Guthrie refers to the connection between the American Steel Hoop Com¬ 
pany and the National Steel Company and the American Tin Plate Company. 
(This relation is also discussed in connection with the testimony concerning those 
two companies; seepp. 186,192.) The arrangement ha.s brought together the great¬ 
est ability engaged in a variety of iron and steel industries, and in this way all the 
branches are developed. Thus the National Steel Company, as producer of raw 
material, may agree to furnish a large (juantity of steel at less than the ordinary 
price for the sake of enabling one of the other companies to fill a large order or 
to secure some new foreign market. The National Steel Company is anxious to 
increase its tonnage and to run its mills at full capacity, which lowers the cost of 
production. The American Steel Hoop Company also has close relations with 
the Carnegie Company, from which it buys considerable amounts of steel. (957.) 


FEDERAL STEEL COMPANY. 

WITNESSES. 


I’sgo. 

Stetson, F. S., connaolor at law. 0(MMts2 

Gary,E.H.,president of Ftsleral Steel Comi)any.... 082-liKJa 


I. ORGANIZATION, CAPITALIZATION, ETC. 

A. Description of business.—Mr. G.tRY states that the Federal Steel Company owns 
all the capital of the Minnesota Iron Company, the Illinois Steel Company, the 
Lorain Steel Company, and the Elgin, .loliet and Ea.stern Railroad Company. 

The Minnesota Iron Company is the owner of 1.50.000 .acres of iron ore luoperty 
on the Vermilion and Mesaba ranges. It owns the Duluth and Iron Range Rail¬ 
road Company, connecting its mines with Lake Superior at Two Harbors and 
Duluth. It owns largo ore docks and akso 22 steel hake ves.sels c.apable of carrying 
3,000,000 tons per annum. The product of the Minnesota Iron Company will 
probably be 3,.500,000 tons in 1900. 

The Lorain Steel Company manuLacturcs chiefly .steel rails for street railw.ays, 
and to some extent steel billets. It produces about .50<1,001) tons of pig iron per 
year. It also owns the stock of the .lohnson Company at .lohnstown, Pa., which 
13 chiefly engaged in m.anufacturing frog switcdies and crossings tor streid rail- 
oads, also electric motors. 

The Illinois Steel Company has plants at North Chicago, West Chicago. South 
Chicago, Milwaukee, and Joliet. It produces about 1,.500,009 tons of pig iron per 
year, and also manufactures .steel rails, billets, phates, etc. It owns the Chicago, 
Lake Shore and Eastern R.ailway, which connects its plants in the neighborhood 
of Chicago. It also owns large tracts of coal property in Pennsylvania and Wefet 
Virginia, and makes there about 1,.500.000 tons of coke per year. This company 
also owns iron mines in Wisconsin and Michigan. 

The Elgin, Joliet and Eastern Railroad Company is called the Outer Belt Lino 
of Chicago, running around the city at a distance of about 30 miles from its 
center. (983,984,9&5.) 

B. Form of organization.—Provisions of charter.— 1. Genetal.—W:. Stetson, a lawyer 
who drafted the charter and conducted the legal arrangiiments in the organiza¬ 
tion of the Federal Steel Company, testified that it was org.anized in September, 
1898, with an authorized capital of $100,000,000 6 per cent noncumulative pre¬ 
ferred stock and $100,000,000 common stock. Of this, ,$98,000,000 in all was 
originally issued. 

The purpose of the combination was to acquire, not the property, but a majority 
at least of the stocks, of the Minnesota Iron Company, the Illinois Steel Company, 
and the Elgin, Joliet and Eastern Railway Company. Practically all of the 
shares of these companies were actually acquired. (969,970.) 

2. Righte of stockholders and directors .—The articles of incorpor<ation of the 
Federal Steel Company provide that the board of directors shall determine to 
what extent the acts and books of the corporation shall he open to the stock¬ 
holders: the stockholders have no right of inspection e.\cept, as confeiTed by 
statute or by the board of directors or by resolution of tho stockholders. Mr. 
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Stetson explains that the purpose of this in-ovision is merely to shut off any 
indefinite or corninon-law nfijht of ins])ection, leaving the definition of that right, 
aside from the statutory provision, to be detennined by the corporation itself. 
It is very difficiult for administrative; officers of a corporation, often mere clerks, 
to know who shall be recognized and what infonnation shall be granted. Tlie 
right should be clearly and definitely set forth. Stockholders should have access 
to the stock and transfer books, subject only to the restriction that the inspection 
shall 1)0 at a convenient time. (i)71,1)74.) 

Mr. (Iauv testifies that the Federal Steel Company has at times been unreason¬ 
ably annoyed by inquiries from stockholders, its stock being largely distributed, 
but it has sought to give whatever information was desired if available. He 
does not consider that the New Jersey laws iire calculated to work disadvantage, 
to stockholders. (!)!)fi.) 

3. Pmvhase of stock by corporation.—The. articles of incorporation of the 
Federal Steel Company authorize the directors to buy .any stocks of the company 
with surplus earnings or accumulated profits. This is not a usual provision, bnt 
it is allowed by the laws of New .bu-sey. It is entirely imt)ropcr. in the opinion 
of Mr. Stetson, that (;or])orate funds, other than .sui'i)lns, .should be i)aid to stock¬ 
holders under the guise of buying stock. But when the surplus is thus used it is 
simply a moie convenient method of reducing capital, which is permitted by all 
laws. (!)7I,!)75.) 

4. I’oa-e.r of directors to increase niiinhers. —The charter further i)rovide.s that 
the directors may increase their own number and elect additional directors until 
the next mw'ting of tlii' stockholders. Mr. Stetson explains that this provision 
is desii-able, even though it does .somewhat limit the power of stockholders and 
increase that of directors. It is fair to the stockholders because they agree to it. 
When a cori>oration is tii’st started the preliminary work can be most conven¬ 
iently done by a sniali directorate. Afterwards the organization should be com¬ 
pleted and the number of directors incri-ased, and it is iru'imvenii'iit to call a 
■stockholders' meeting fortliis ]invpose. (!I7'J.) 

.I. jVcic ./ersey lu/r. —Mr. (tAIjv. ))residcutof the Federal Steel Company, states 
that it was incorporateil in New Jei scy because the laws there seemed to'give all 
the powers which were absolutely needed, which was not true of the laws of 
most other States. Thus, in Illinois a manufacturing corporation can not hold 
the stocks of other corporations: in Pennsylvania a.nd West Virginia the amount 
of capitalization is limited. The witness knows of no provision in the New 
Jersey law especially to the disadvantage of stockholders. There are doubtless 
illegal practices under the New .Tersey liiw, bnt the Siime is true of other States. 
The Fc'doral Steel Company certainly liad only honest intentions in incorporating 
there. (!)!)«.) 

Mr. Strtson refers to the same and other reu.sons why New Jersey was ])re- 
ferred to other .States. (971 ; st'c also below, j). [■'!.) 

C. History of organization.—Mr. (i.vitY testifies that the Fedenil Steel Company 
made a contract with J. P. Morgan & Co. to deliver to the steel company stoidi's 
of the three oi-igiual constituent companies, togetlu'r with ji certain iimount of 
cash. In exchange the steel company Wiis to issue to J. P. Morgan & Co. or 
to the stockholders of the sepiirato companies a cei taiu amonnt of its stock. Mr. 
Gary insists especially that no huge payments were made to the promoters and 
that it wa.s intended to issue stock of the Federal Steel Com)),any on the basis of 
the actual v.alue of the propcu'ties .'icijuired. 

Mr. Gaiy submitted later a copy of th(‘ oi'iginal contract imide with J. P. Mor¬ 
gan & Co. as managers of a symlicatc. This provides that at least two-lhirds of 
the .shares of the separate compiinic's must be iicijuired iind that with tlu' .shares 
the stockholders must supply a certain amount of cash. Each .sh.-n'e of the Min¬ 
nesota Iron Company, on payment of ,k'17.10 in cash, was to receive i'ib.b i)er cent 
of preferred stock of the Federal Steel Company and 108.4 per cent of common 
stock. Each share of the lllitiois Steel Comt)any. on payment of §30 in cash, was 
to receive 100 per cent in preferred stock and 80 percent in common stock. Each 
share of tho Elgin Company, on pitying .§17.,oO in cash, was to receive 87..') per cent 
in preferred stock and 70 per cent in common stock of the Federal Steel Company. 
J. P. Morgiin ife Co. agreed to secure altogether SU.OI.l.OOO in cash, it syndicate 
being formed to snpitly whatever ciish wits not secured from the stockholders 
under the tennn of the above iirvangonicnt. 

As a imatter of fact, .1. P. Morgan & Co. suc.(;ecde<l in obtaining practiciilly all 
of the shares outstanding of each of these companies. The capitiil stock of 
the Minnesota Iron Company was §1(1,500,000: of the Illinois Steel Company, 
|18,650,000; of the Elgin, .Toilet and Eiistern Railway Company. §0.000,000. The 
Lorain Steel Company entered the combination later, its capital stock being 
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$13,000,000. The total amount of stock is.sned by the Federal Steel Company was 
somewhat over .$.1:1,000,000 preferred and .$40,000,000 common. The profit made 
by J. P. Morgan & Co.,according to Mr, Gary, “in making this exchange and 
doing this business,” was about ,$300,000. Mr. Gary believes, however, that J. P. 
Morgan & Co. already controlled a ina,iority of the stock of the several constituent 
companies when they made the organization contract. (Their actual profit on 
the whole transaction, therefore, may have been much greater than their nominal 
commission.) (0S8-989.993,100:i.) 

D. Value of properties.—Mr. Gary state.s further that the properties acquired by 
the Federal Steel Company were estimated to be worth the entire amount of 
stock i.ssued, including both preferred and common stock. The book values of 
'the different plants which entered the combination, minus their boigled debts, 
amounted to abotit S4.1,00().(X)(). Th(;se book v.alues are the cost values of con- 
stiaiction, purchases, etc. Besides, the seiiarate companies had on hand about 
$10,090,000 in cash. The property held, especially mining lands, had increased in 
value above the amount of ongiiial cost entered on the books liy about $31,000,000, 
making the total value of the proi)erties acspiired by the Federal Steel Company 
$■'10,000,000. In addition, ,$14,07.1.000 in ca.sh was obtained by the arrangement 
with the syndicate above described. 

In explanation of the increase in the values of lands referred to, Mr. Gary 
states that the Illinois Steel Com])any owned one particular tract of coal lands 
of 1.1.33 acres, which cost about .$100 per .acre. It has recently been sold for about 
$1,000 per acre. The Illinoi.s Steel Company had one iixm mine tliat co.st about 
$75,000, for which it has recently been offeu'ed $000,000. Tlie Minnesota Iron 
Company has one mine which i.s estimated to contain about 35,000,000 tons of iron 
ore; on this basis its value is from $19,000,000 to $15,000,000 greater than its 
original cost. 

'The value of the different properties was car(‘fully investigated by experts in 
determining the proportion of stocks of the Federal Steel Company which .should 
be issued in exchange for the stocks of the separate companies. The investiga¬ 
tion was made on behalf of the organizers of the Federal Steel Company itself, 
and also on bclialf of the separate cdmpani(w, since their interests after entering 
the combination would be affected by tlie vahuis of the other plants. The com- 
panie.s were jealous of one another. (980. 987.) 

The sources of income of the B’ederal Steel Company are dividends on the stocks 
of the underlying companies, intensst on its ca.sh in liand, and profits on coal 
lands bought .since the com]jany was formed, in whicli about $3,000,000 has been 
invested. ' (991.) 

Bonded debt. —The total bonded indebtedness of the several companies con¬ 
trolled by the Federal Steel Company, deducting the amount of bonds held by 
the companies themselves, is ,$30,498.000. The figures are shown in detail in a 
•tatement submitted by Mr, Gary. The' Federal Steel Company did notguarantee 
the payment of these bonds, nor does it hold any i)art of them. The amount of 
indebtedness, however, was deducted in estimating the values of the plants at the 
time of the purchase of their .stocks. (993,993.) 

E. Further iasues of stock.—About $100,009,000 of the authorized capital stock of the 
Federal Steel Company remains unissued. It is provided that this may be issued 
only at par, for cash or properties at actual value. (993.) 

F. Dividonds.—The Federal Steel Company has so far (October, 1899) paid two 
dividends of 11 per cent ui)on its preferred st(Hk. A dividend was declared upon 
the common stock, but was en,joined by .some stockholders on the technical ground 
that dividends could not lx? paid until the end of the year. Money has been set 
aside for this dividend. Sir. Gary believes that this .suit was brought for 
stock-jobbing purpo.ses and not in the real interest of stockholders. The price of 
stock went down to some extent as the result. The witness is sure that none of 
the directors of the company had anything to do with the bringing of the suits 
or bought a single share of the .stock during the depression of prices which fol¬ 
lowed. There are in fact no siKiculators in the directory of the company, although 
some of the directors have from time to time bought stocks when they were low. 
(903, 990.) 

0. Nature of combination.—1. JVbf a “ trust.'' —Mr. Gary states that the Federal 
Steel Company is not a trust in any sense. It has not sought to restrict compe¬ 
tition and has not brouj^ht together eompanie.s which wore competing with one 
another, as is the case with most so-called trusts. The company has bought the 
stocks of companies doing different lines of business, just as an individual might 
do. Nor are the directors of the Federal Steel Company trustees in any sense. 
They are not bound to consider the interests of any other corporation tlian there. 
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own, but exorcise the same control over the constituent companies that any major¬ 
ity stockholder in those comuanies might do. 

There are. 1.5 directors of the Federal Steel Company. Those do not control a 
majority of the stock of that company, nor did they before the consolidation con¬ 
trol a majority of the stocks of the separate companies. Some of them in fact 
were small holders of the stocks or were not interested at all. There is no secret 
arrangement between the separate companies, but the Federal Steel Comiiany 
owns their stock absolutely and openly. (988. 989,1)90, 994, 99.5.) 

Mr. Gary considers the method of organization and control adopted, by owner¬ 
ship of st(x‘,k and conseijuent indirect control of properties, as economical and 
advantageous as outright purchase of properties. The officers of the subordinate 
companies are not mere honorary men, but practically hard-working superin¬ 
tendents. (99.5.) 

2. Eelations of constituent companies.—Mr. Gary te.stities that the offic-ers of the 
Federal Steel Company have no direct control over the affairs of the separate 
companies whose stoc’k it owns, aside from the power to elect directors at the 
annual meetings. Of course the existence of this power brings the officers of the 
Federal Steel Company into close relation with the officers of the separate com- 
panie.s. and there is freipient (Minsultation a.s to the methods of business, just as 
would naturally be the case if any individual held practically the entire stock of 
a corporation. The directors of the constituent companies are not identical. 
The separate companies work in harmony, securing supidios from one another, 
and to some extent adjusting their production so as to make the total a.s economi¬ 
cal as jiossible. Nevertheless the .separate companies contract with one another 
as independent ixirporations, and do not always give one another prefeitmce as 
compared with outside parties. Each company is .anxious to make its own earn¬ 
ings .as large as possible, if for no other reason, in order to make a good showing. 
If the Illinois Steel Company desires to purcha.se ore, it will get it wherever it 
can get it cheapest, whether from the Minnesota Iron Company or elsewhere. 
So, too, the Minnesota Iron Com))any sells to the highest bidder, and would not 
furnish ori^ to the Illinois Steel Company at li'ss tlian it could get elsewhere. 
As a matter of fact the Minnesotii Iron Comij.any has sold during the past year not 
quite half of its i>roduction to the steel companies connected with the Federal 
Steel Company. The Illinois Stiad Company buys more ore from others than 
from the Minnesota Iron Company, for the reason tlnat the production of the 
latter is of very high gi-adc. white the steel (lompany can mix cheaper ores in part 
with this high-grade ore. (9,S5, 98.8, 989, 994, 995.) 

II. OUTPUT AND PRICES. 

A. Control of output.—Mr. Gaby empha.sizes the fact that the Feder.al Steel Com- 
p.any does not attempt to control all or a very barge proportion of the output in 
any of its line.s, nor is it in any way able to do so. The Illinois Steel Com¬ 
pany produces about 90 per cent of the steel rails of the country. It niake.s per¬ 
haps one-tenth of the coke produced in the country. The Illinois Steel Company 
and the Lorain Steel Company together produce about 3,000,000 tons of prig iron 
out of a total .annual production of 14.000,000 or 15,000.000 tons. (985.) 

B. Prices.—Mr. Gary points out that the rise in prices of steel products has 
not been greater than that in the prices of raw materials. Although the Feder.al 
Steel Company produces much pig iron, it .also buys huge quantities, and the 
price has increiised from about $11 a year ago to $38.50 or ,$33. Coke fonnorly 
cost about $1..50 per ton, but the Feder.al Steel Company is now buying it at from 
$3.50 to $3 per ton. Rails have risen from ,$18 to $33. It (^osts about $8 or $9 to 
convert a ton of pig iron into rails, so tliat little is now left tor return upon the 
investment. 

Although the Federal Steel Company has had some advantage during the past 
year in having contracts for ore at a low juice, at the .same time it had large con¬ 
tracts for finished products at less than the jiresent prices. Over one-half of the 
rails manufactured during 1899 were sold at a low contract figure. (990.) 

III. ECONOMIES OP COMBINATION. 

A. Saving of official salaries.— Mr. Gary testified that considerable economy had 
been effected through the displacement of nnnecessary officers in the companies 
entering the Federal Steel Company, and to some extent by the reduction of 
salaries of officers not dispensed with. A table submitted by the witness showing 
the number of employees of all classes in 1898 and 1899, together with the com¬ 
parative wages, indicates an increase of 4.76 per cent in the number of officers 
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and clerks, biit a decrease of 6.26 per cent in their average daily pay, and a slight 
decrease in the total expenditures. In view of the increase in the number of 
laborers and the amount of busine.ss, this is considered a noticeable saving. 
(98:1,991.) 

B, Improvement in methods.—It is expected ahso that by bringing together jdants 
having different methods and managed by individuals having diffefent infor¬ 
mation and fonns of skill, the best advantages can be utilized in all the plants. 
(984, 98.').) 

C. Harmonious action between companies.—The chief advantag(< secured by bring¬ 
ing together the dili’erent coinpanie.s in the Federal Steel Company is that of 
establishing a harmony between all the diff('rent braiu'hes of the .stei industry, 
enabling one concern to handle the business from the beginning to the end, obtain¬ 
ing any profit there may be in any part of the industry. It is not intended to 
restrict competition or to .seek a monoiioly in any way. The wants of each of the 
constituent companies are uiiderstoixl by tin' others, through the harmonizing 
infiuence of the Federal Steel Company, and they cooperate with oms another to 
a certain degree. Thus the Illinois Steel company is protected from a possible 
lach of material by the ability to get practically all it retiuircs from the Minnesota 
Iron Company, while the Minnesota Iron thinpany is protected from a possible 
■surplus by having cu.stomers in the Lorain Steel Company and the Illinois Steel 
Company. 

On the other hand, the separate companies are not by any means completely 
consolidated, nor do the officers of the Federal Steel Company have any dir('ct 
control over the conduct of the business, further than through'the clc'ction once 
a year of the directors, (See pp. 196,197) (9S:!-986.) 


IV. WAGES. 

Mr. (4auy testifies that there has been .i marked inerciase in wages since the 
formation of the Federal Steel Cofu))any. Tlie number of emphiyees has also 
been increased. So far tluu'c has been no ditliciilty with labor. The separate com¬ 
panies combined in the Federal Steel Company make their own an'angements 
with the Amalgamated Association or with nonunion employees. The witness 
submitted the foUouing table showing tln^ number and compensation of employees 
in 1898, prior to the formation of the compaTiy. and in Augu,st, 1899. (98:i, 991.) 


Cnmixtmtive statement of emplojiees, and wages received hi/ same, of the. Federal 
Steel Company's constituent companies for the months df Oeiohe.r, Jti.'M, and 
August, IS'jO. 
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Grand total... 

18,717 

21,859 

16. 79 

j_ 

i.92 j 

2.13 

10.94 

1,077,580.48 

l.;i9;j,450.19 
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Total annual wages paid employees on Ijubih of Anuust, IStie, roll, $10,721 .tilS.as. 
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V. TARIFF AND EXPORT TRADE. 

Mr. Gary testifies that he believes protection still to be necessary in the steel 
indnstry. With regard to each particnlar class of inannfactnre.s inquiry should be 
made as to the need of protection and the amount of it. Free trade applied to 
many industries would permit foreign goods to be brought in to the absolute ruin 
of those industries. Not only would labor thus be injured, but ultimately the for¬ 
eigner would be able to make his own prices to the injury of the consumer. But 
if the tariff is so high as to create a monoiioly, it ha.s gone too far. The question 
of the need of i)rot(;ction is intimately connected with that of freight. This coun¬ 
try is exporting steel rails to Japan, the tariff on .steel products being greater than 
freight to .lapan, but we could not e.xport them to Englatid at present. 

Germany is especially to bo feared as a competitor in the steel indu.stries. The 
Germans have ore and coal close together, and can manni'acture pig iron, in the 
opinion of the witness, cheaper than any others. Coke is being made in ovens 
which utilize all the by-proilucts; these are being put in in this country to .some 
extent. The witness believes that German wages are only fi.'l or TO cents a day— 
very mn(;h less than in this country. 

Mr. Gary te.stifies further that although tln^ demaml in the United States for 
steel is so great at present that it is difficult to supply it. he has been iticlined 
to keep up export sliipmonts in order to retain certain markets. The busines.s 
may be needed 3 or J years hem-e in order to kee]) uj) tonnage and employment. 
The Loriiin .Steel Company has recently taken a large contract for street-railroad 
rails in Scotland, while .steel has also been shipped recently to Japan at a price 
below the domestic price. (Otifi, !)!)il, tool.) 

VI. CORPORATION AND POLITICS. 

Mr. Gary testifies that the Federal Steel Company has not sought in any way 
to influence politics or elections, that it has declined to contribute to campaign 
fun.ls, and that no infiueuce is exercised on the vote of the employees. All of 
these practices, Mr. Gary thinks, should b(‘ di.soountenanced. (1)116, DOT.) 
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WITNESSES. 

Page. 

fjates. John W.. .■tiiiirnhan American Steel and Wire Company ... 1IKI5-10.)4 

Pain, Ma.x, attorney at law.-.. H)34-la*I9 


I. ORGANIZATION, CAPITALIZATION, ETC. 

A. SeBcription of business.—The Americitn Steel and 'Wire Coiiijiany operates iron 
mines in t he Lake Superior region. It controls, perhaps, one-sixth or one-seventh 
of the output of that region. It owns and operates coal mines and hunts coke. 
It operates 8 or il blast furn.ai.'es, 17 open-hearth furuaees, from 33 to 35rod rolling 
mills, and from 30 to 80 wire mills. Its finished product is plain wire, bai'bed 
wire, wire fencing, ropit etc., wire nails, and all kindred articles. The company 
does not produce all its own raw materials, but buys from 40 to 45 per cent of them. 

Probably one-half or two-thirds in value of the stockholders of the American 
Steel and Wire Company are identical with those of the American Steamshiii 
Company, operating ore and grain boats on the Great Lakes. It has, however, so 
happened that these vessels have, during 1891), carried no ore for the Steel and 
Wire Company. The manager of the steamship company is directed to earn as 
much as possible with the boats. (Gates, 1005, 1007.) 

B. Hiitoryof organization.—Mr. Gates, chairman of the American Steel andWire 
Company of New Jersey, testified conceniing the formation of that company. 
It was organized on .January 13, 1891). A gradual process of cori.solidating wire 
plants had been going on previously. As early as 1890 companies in which Mr. 
Gates was intero.sted practically controlled the manufacture of barbed wire in 
this country. In December. 1897, and January, 1898. J. P. Morgan & Co. investi¬ 
gated the value of the various wire plants throughout the country with a view 
to further consolidation. The American Steel and Wire Company of Illinois, 
formed in March, 1898, seems to have resulted from this effort. Mr. Gates, 
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chairman of the American Steel and Wire Company of Illinois, in conjunction 
with Mr. Ellwood, bought during December, 1898, a number of wire mills, and 
took options on others. The thought of complete consolidation was apparently 
in mind, but these organizers did not know how far the movement would go, 
and they bought no plant which they were not willing to take irrespective of con¬ 
solidation. They bought the plants, so far as they themselves carried the matter, 
outright. 

When the possibility of a very general consolidation was shown, Mr. Gates and 
Mr. Ellwood went to New York and turned over their options to Mr. Voorhees, 
who carried on the further arrangements for financing the operation. Mr. Ell¬ 
wood and Mr. Gates became, to (juite an extent, the underwriters for the stock of 
the new company. Ultimately Mr. Voorhees acquired by exchange ,^11 of the 
stocks of the American Steel and Wire Company of Illinois, and either the stocks 
or the properties of most of tlie various companies now in the combination. Some 
plants were bought some time after the organization of the company. 

The separate companies were not continued and simply controlled by ownor- 
shii) of stock, but in all ca.ses except perhaps one were dis.solved. 

The following is the list of plants which now make up the combination; 13 
or 14 plants formerly owned by the American Steel and Wire Company of Ill¬ 
inois; Washburn-Moen Comi)any. which had works at Wonester, Mass., W<au- 
kegan. Ill., and San Francisco; the Cleveland Bolling Mill Company; the Oliver- 
Snyder Steel Company, of Pittsburg, formerly called the Hazensworth; the Edith 
Furnace Company, of Pittsburg; the Oliver Wire Company, of Pittsburg; the 
wire department of the Shenango ValU'V Steel Company, of Newcastle; the Pitts¬ 
burg Wire Company, of Braddock; the Cincinnati Barbed Wire Fence Company, 
of Cincinnati; the Indiana Wire Fence Company, of Crawford.sville, Ind.; the 
Consolidated Barbed Wire Company, of Lawrence, Kans., and Joliet, Ill.; the 
wire department of the Portage Iron Company, of Duncansville, Pa.; the Worces¬ 
ter Wire Company, of Worcester. Mass.; the Sclioenberger Steel Company, of 
Pittsburg: the Puget Sound Wire Nail Company, of Everett, Wash.; the Laidlaw 
Bale and Tie Company, of Joliet and Kansas City; the NewburgWire Nail Com¬ 
pany, of Newburg, N. Y. 

Camel.—The combination into the American Steel and Wire Company was 
not rendered necessary by excessive competition and conseiiuent losses among 
the wire companies. The Consolidated Steel and Wire Company, for example, 
made between 27 and 38 per cent during the last J years of its exi.stence. It was 
believed, however, that more profit would be made through b(!tter management 
under consolidation. (1033,1034.) 

D. Capitalization and value of plants.—The capital of the American Steel and Wire 
Company consists of §40,000,000 preferred and .§.50,000,000 common stock. The 
various plants consolidated stand on the books at present as having cost the 
combination about §7.5,000,000, and there is a working capital of perhaps 
$16,000,000 or §18.000,000 above that. The value of $7:5,000,000 includes the plants 
as working plants, comprising good will, patents, and everything. 

So far as the plants entering the combination were purcha.sed by Mr. Gates and 
Mr. Ellwood, negotiations were nxa<le with ea(.;h company separately, on as favor¬ 
able a basis as possible. No company knew what the othdis were receiving, and 
the purchasers did not pay more than they were willing to jxay, irresixective of 
any consolidation. Mr. Gates was thoroughly familiar with wire plants, and he 
himself had priced the.se plants a year before. He had the figures furnished by 
accountants employed by J. P. Morgan & Co. previously, giving the profits of 
these plants for 3 years. Any one of the plants so bought could have been sold 
at any time since at from 3.5 to 40 per cent more than was paid. 

As to the actual value of the plants as plants, irrespective of good will, Mr. 
Gates states that competent engineers emjJoyed by J. P. Morgan & Co. appraised 
a year before perhaps 70 per cent of the plants which entered the combination, 
and their value was estimated at about §28,000,000. Since then the cost of mate¬ 
rials, construction, etc., has increased at least 80 per cent. The witness esti¬ 
mates that the actual value of the plants to-day is probably $.50,000,000 to 
$60,000,000, while perhaps $10,000,000 or §15,000,000 of the stock issued represents 
go<^ will, patents, which were numerous, and earning capacity. 

Mr. Gates believes that capitalization should be based on earning power rather 
than any other basis. Good will is valued much more highly in England than in 
the United States, the capitalization of companies being essentially based on 
their earnings. If a railway with a certain mileage earns more than another 
with double the length of line, the first railroad is worth mor^ and may fairly 
capitalized for more. Nevertheless there is no neces.sity for Government regula¬ 
tion of rates or charges, since competition will prevent extortion. (1020,1021,' 
1032.) * 
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Mr. Gates afterwards submitted a copy of the notice issued by the directors of 
the American Steel and Wire Company of Illinois to the stockholders with regard 
to the formation of the American Steel and Wire Company of New Jersey and 
the purchase of other plants. The notice states that the new corporation will 
acquire, either through direct ownership or through the ownership of a majority of 
the capital stock, various plants enumerated, which have been assured to it on a 
fair basis. A syndicate has been formed which will furnish the necessary capital 
for these purchases, in addition providing a working capital of about $13,000,000, 
exclusive of the working capital of the several comems, the total amount of cap¬ 
ital to be furnished by the syndicate being $38,000,000. Arrangements have been 
made for the exchange of the stock of the New Jersey company for that of the 
American Steel and Wire Company of Illinois, provided a majority be offered, on 
the basis of one share of prefeiTed stock and six-tenths of one share of common 
stock of the New Jersey corporation for each share of the preferred st(K:k of the 
Illinois corporation, and 1.3 shares of the common stock of the New Jersey com¬ 
pany for each share of the common stock of the other. The transfer was made 
through .T. & W. Seligiiian & Co., of New York, and the Illinois Trust and Sav¬ 
ings Bank, of Chicago, as the agents of that company. (lOli), 1030.) 

E. Dividends.— Mr. Gates states that the American Steel and Wire Company has 
earned a good dividend on its common stock, but that the directors have not 
voted a dividend, believing that it is desirable to acquire additional properties, 
and to put all of the properties in shape, so that when the present unusual pros¬ 
perity has subsided, dividends can be regularly paid. (10:14.) 

I. EFFECT ON OUTPUT AND PRICES. 

A. Control of output—Mr. Gates te.stifics that the American Steel and Wire Com¬ 
pany produces from 7.5 to 90 or 95 pisr cent of the steel rods and smooth wire (the 
basis of wire nails, etc.) manufactured in this country. The combination owns 
3 rod mills, while there are 5 large rod mills outsidf!, ii belonging to the Federal 
Steel Company, Tlie American Steel and Wire Company produces about the 
same proportion—05 to 95 per cent—of wire nails. It has practically a monopoly 
of the manufacture of barbed wire and wire fence, by ownership of all the pat¬ 
ents on these goods and on the machinery used in making them. There are, 
however, two or three concern.s whi(di manufacture barbed wire under a license, 
and these have no agreement as to prices. 

Mr. Gates states that the American Steel and Wire Company has not sought to 
limit competition or to acquire a monopoly. It i.s true that the company, owing 
to its superior advantages, can uiidt.u.sell most smaller manufacturers. Some of 
these, such as tlio mamrfactnrers of woven-wir(; fencing, have been furnished the 
finished pi'oduct by the Amisrican Steel and Wire Company to fill their orders, at 
prices which enable them to make a good profit. Many of the smaller manu¬ 
facturers have not the facilities for making steel, or perhaps for making rods. They 
compete sinqily in the finished products-nails, etc.—and may buy rods and wire 
from the Ameriiain Steel and Wire Company. In such cases the combination 
makes no agi'cement as to the prices to be maintained for the fini.shed products, 
nor does it in any way seek to injure or restrict these competitors. Moreover, 
they can readily obtain their raw material from other sources. 

The American Steel and Wire Company makes no discriminations in charges as 
between different buyers, except on the ba3i.s of the quantity purchased. The 
price for carload lota is 15 cents per keg less than on part carloads, while the job- 
berk pric:e on larger quantities than the carload is 15 cents lower still. 

There is no monopoly of wire-nail machinery or other machinery, excepting for 
barbed wire and woven wire. The machinery is not for the most part patented, 
and can be made by any machine shop, since it is not difficult to manufiicture. 

Mr. Gates believes, however, that the combination has a certain advantage in 
securinf; trade, owing to the fact that large buyers believe that by keeping up their 
trade with the combination they will be more certain of securing a supply at rea¬ 
sonable priiies in case of a fight in business, of shortage, etc. (1005,1010,1011, 
1033-1034.) 

B. doling of planti.—The American Steel and Wire Company has closed 5 of the 
plants which it obtained at tho formation of the combi nation, at Duncansville, Pa., 
Puget Sound, Crawfordsville, Lawrence. Kans.. and Cincinnati. A plant at New- 
burg, N. Y., was closed at the time it was bought. Apparently some plants owned 
by the former American Steel and Wire Company of Illinois were closed earlier. 
Mr. Gates states that the reasons for buying plants which were afterwards closed 
were special in each case. For example, the Puget Sound company had a contract 
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to buy a large quantity of raw material at a very low price. Several hundred 
thousand dollars were made by securing that contau^t through buying the plant. 
The Crawfordsville plant had a similar contract with the American Steel and 
Wire Company which would have been vciy expensive for the latter to fill. The 
Newburg Wire Nail Company was bought in order to prevent complications as 
to patents. 

The closing of the plants was due in every (^ase to lack of economy in their oi)er- 
ation. Sometimes tliey were badly located, sometimes badly constructed, some¬ 
times both. It might, perhaps, pay to operate them at the present high prices if 
raw material could be obtained. Part of the plants have been dismantled and 
their machinery .shipped elsewhere, while others could be reopened. The com¬ 
pany is producing as rapidly as possible, and has increased its output for 1890 by 
1.1 to 90 per cent as compared with 1898. (1028, 1029.) 

C. Prices.— 1. Generally. —Mr, Gates testifies that the increase in the price of 
smooth wire and of ■wire nails .since the formation of the American Steel and Wire 
Company has been caused chiefly by the higher pric^e of raw materials and of 
labor. The increase in barbed wire and woven wire fence has been greater, owing 
to the practical monopoly which the combination enjoys through patents. 

The company, although it manufactun's part of its own pig iron and .steel, buys 
more than half of these products. The price of pig iron has increased from .$9 to 
$24 per ton 'within the past 9 years. The price of wire meantime has increased 
perhaps 125 or 1.50 per cent, and that of wire nails about the same. 

It is not Just to compare simply the price of raw material with the price of the 
finished product by taking the diiference at different pri(!es. There is a waste of 
8 per cent, perhaps, in rolling .steel. If billets cost .$15 per ton the loss is .$1.20: 
if they cost $35 per ton the loss is .$2..80, which makes this item very much more 
important as raw material increases in cost. 

3. Barbed wire .—As to barbed wire, Mr. (iates admits that the combination 
has a practical monopoly, and that it keei)s the price higher than would perhaps 
be the case under free competition. But this higher price is largely justified by 
the exceedingly large payments which the combination has made for patents on 
barbed-wire and machinery. Even as it is, the luices of barbed wire have 
decreased immensely as compared with 15 or 20 years ago, and they have even 
dropped 50 or 60 per cent since 1890, although c<impanies with which Mr. Gates 
has been interested have practically controlled the manufacture of barbed wire 
since that date. 

It is the luactice of a large concern which has a practical monopoly not to 
handle the business so as to "crowd the mourners." It would be bad policy to 
try to make so much money in 6 months as to ruin the business for the next 12 or 
18 months. By increasing the output, greater profits can be obtained. What was 
thought a fair rate per 100 pounds on barbed wire a few years ago is now a very 
high price on account of the increased tonnage. 

So far as outside manufacturers are making barbed wire under license from the 
combination, no agreement is made with them for maintaining prices. (1008, 
1009,1032, 1033.) 

D. Raw materials.—In fuller support of his statement concerning the increase in 
the price of raw materials, Mr. Gates points out that the value of iron ore at 
the mines stood at about .$2.75 per ton, on the basis of Norrie ore, in 1.897, at $2.80 
in 1898, and at from $2.90 to $3 in 1899. These latter prices were chiefly fixed by 
contract during the winter of 1898-99, before the great increase in demand was 
known. For 11)00 the manufacturers will probably be willing to pay as high as 
$5..50 per ton. There was never before 1899 produced in this country more than 
10,000,000 tons of pig iron in any year, while the output for 1899 'will probably 
be more than 13,000,000 tons. Until 1899 the value of ore in the ground was not 
considered more than, at the outside, 40 cents or ,50 cents per ton. Mines can now 
be sold on the basis of about $2 per ton. Before 1899 the lurge.st output of ore from 
the Lake Superior district in any year was perhaps 13.000.000 tons. In 1899 
it is likely to prove 16,000.000 or 17,000,000 tons, and the prospects are that it may 
reach 20,000,000 tons in 1900. 

Lake freight rates have also increased materially during 1899, although they 
have varied greatly in different cases according to previous contracts. The rates 
from the head of Lake Superior to lower lake ports were as low as 45 cents 
or 50 cents per ton during 1896, and did not ri.se above 70 cents jier ton during 
1897 and 1898. The charges have ranged during 1899 from 60 cents to $2. The 
witness believes the actual cost of lake transportation averages not less than 60 
cents per ton. 

The cost of transporting ore from Lake Erie ports to Pittsburg, where a larfje 
proportion of the mills of the American Steel and Wire Company are locateii, is 
about 90 cents per ton. 
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The American Steel and Wire Company buys more than half of the steel which 
it irses. It i.s a large buyer of what is known as soft steel, containing 0.04 to 0.10 
per cent of carbon. In the past the comiiany has been able to buy this steel at 
from ,$18.50 to $10 per ton. The last purclia.ses have been at $33 per ton, while con¬ 
siderable steel has boon bought during 1800 at .$48 and $.50 per ton. The company 
has sold finished product at $40 per ton where the raw material, the .steel, cost $.50 
per ton. These special cases have been due to existing contracts with manufac¬ 
turing companies. Cn the whole, Mr. Gates believes that manufacturers of wire 
and other steel products have not made nearly as much profit from the advance 
in prices as the public has been led to believe. 

In explanation of the general in<u-easo in the price of steid and steel products, 
Mr. Gates states that there lia.s been an inuaens(! increase in consumption and 
demand for various purposes, and there has not been enough steel to go around. 
The shipbuilding business has never been so active, and those building vessels 
have been compelled to jray exceiidingly high prices, ofteti resulting in losses. 
The witness knows of ships part of whose steel plates have cost $1.30, and others 
as high as $it, on account of the change in prices. Again, up to 2 f)r 3 years ago 
railways transported goods mostly in cars containing only 15 or 30 tons; now 
they are using cars that carry 50 or 00 tons, and liav(! increased the maximum 
train loads from perhaps 800 tons to 3,000 tons. These chang(!sneces.sitat(t heavier 
cars, locomotives, rails, and bridges. There are 5.000 miles of railways laid with 
(iO to TO pound rails, which must be i-eplaced \rith T5 to 100 pound' rails. The 
construction of stf^el cars is practically a new thing, but during ]8i)i) nearly a 
thousand tons of plate are being used daily for this |)urpose. The increased 
demand for steel in eri.'cting buildings is also noteworthy. Mr. Gatos believes 
that the steel used in making (^ars, vessels, buildings, and Ijridges to-day is e(iuai 
to the total output of iron and steel in the tjuited States 15 or 30 years ago. On 
account of these lar,g<' <lemands for steel, which are m.t likely to decrease soon. 
Mr, Gates believes that i)rices will not probablv fall materially tor at least 3 or 3 
years. (tOOli. 1007.) 

E. Control of iron and steel output.— Mr. G.vtes. chairman of the American Steel and 
Wire ('omt)any. testifies that there i.s no tuunbination or agn^ennmt between the 
4 leading iron and steel companie.s—the Carnegie, Fedt.ral, National,and Ameri¬ 
can Steel and Wire companies. It is true that Mr. Gary, now president of the 
Federal Sttsd Company, was formerly inten.'sted in the wire company. Imt there 
is no cojiimon interest, nor to .any large extent common ownership. 'The Ameri- 
<!an i$teel and Wire Comi)any buys steel from all of the other companies, being 
perhaiis the largesr (uistonier of the Carnegie and Federal companies. 

Nor do these 4 companies together control the entire production of iron and 
steel. As to iron mines, their inter(.‘sts are confined to the Lake Superior ixsgion. 
while most of the more eastern manufacturers in this country aro supplied from 
the Lake Champlain. Cuban, and Si)anish mines. The ore’ production of our 
Southern Stat(‘s is largo and growing, and is to a considerable extent owned by 
the iron manufactnrers of the South independent of the 4 gix'at companies. Mr. 
Gates estimates that the.se 4 (tompanies pro<luce 00 per cent of the total ore outi)Ut 
of the United Stat(!sin 1890. 

Mr. Gates does not bedievo that more than 30 or 40 per cent of the iron furnaces 
in the country are owned by the Carnegie, Federal. National, and American Steel 
and Wire companies. Perhaiis 80 per cent of the Bessemer steel Innsiness is con¬ 
trolled by them, and 50 or 00 per cent of the open-hearth .steel. (1033,1033.1037.) 

III. ECONOMIES OP COMBINATION. 

A. Eeduotioa in officers and salaries.— Mr. G.ctks stated that a considerable saving 
had been effected by doing away with the official organizations of the .separate 
plants entering the American Steel and Wire combination. Each plant formerly 
had its president, vice-presidents, managers, and other officers. These have been 
largely done away with, the business being put in charge of officers in New York 
and Chicago, while the operation of the plants is under the control of district 
superintendents. Perhaps ,50 per cent of the high-priced officers have been dis¬ 
pensed with. The company has also dispensed with alioiit 300 traveling men. 

B. Ereights.—The buyers of the products of the American Steel and Wire Com¬ 
pany will be furnished with goods Irom the ne.arest plants, effecting a saving of 
cross freights, which Mr. Gates believes will amountto $.500,000 or even$l,000,000 
a year. The company, however, I'eceives no special rates, rebate.s. or commissions 
in view of its large shipments. It pays the regular schedule rates. 

C. Patents. —The chief advantage as regards the common ownership of patents 
brought about by the combination is the avoiding of lawsuits, which were fomerly 
numerous. 
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D. Bad debts.—The centralization of the business in one company enables greater 
pressure to he brought to boar upon purchasers and greater care to be exercised 
to prevent bad debt.s. Formerly a merchant might buy from and quibble with 
half a dozen manufacturers, and so secure goods on credit, without paying for 
them. The witness believes that the percamtage of loss from bad debts has neen 
reduced from one-half of one per cent to one-twenty-fifth of one per yent. 

E. Combiaation of different brsnohes of industry.—Groat advantage is also expected, 
especially when the company is more developed and its plans are more fully 
carried out, from its control of different branches of the industry—mines, trans¬ 
portation, steel, etc. The company will always be certain of its supplies of raw 
material, and can thus operate more certainly and economically. (1030,1031.) 

IV. WAGES. 

Mr. G.4.TFA testifies that the Americ.an Steel and Wire Company is paying about 
40 per cent higher wages now th.'in the constituent companies were paying before 
the combination. The company has made two advances of 15 per cent each and 
one of 10 per cent, he believes. The men who roll steel are paid on a sliding 
scale, and the increase in the price of the output has very greatly raised their 
wages. 

The average advance has been fully 40 i)er cent, while in .somecasos it would be 
150 per cent. The American Steel and Wire Company does not recognize the 
Amalgamated Association of Iron and Steel Workers. It makes agreements with 
committees representing the men in the individual mills, these agreements running 
usually through the year. The company makes no distinction between union and 
nonunion men, hut pays all the same wages. The scales fixed to a considerable 
extent follow those adopted by the Amalgamated As.sociation in other mills, so far 
as they apply to similar classes of work. The witness believes that since the organ¬ 
ization of the present company there has lieen no proposition on the part of tho 
Amalgamated As.soeiation to deal u-itli this company, but if such a proposition 
were made it would be refused. 

The wages pjiid to the miners of iron and coal employed by the combination, as 
well as the coke burners, are at whatever rates prevail at tho time in the district. 
(1011, 1013.) 


V. TARIFF AND FOREIGN TRADE. 

A Need of proteotion.—Mr. G.M'KS believes that the protection of wire rods and 
other wire pi'oducts has been highly benf>ficial in building up the industry .and in 
increasing employment. When the duty was first asked for in 18.S,S, perhaps 40 
or ,50 per cent of the wire rods used in the United States were manufactured here, 
the remainder being imported. To-day Americ,a exports a great many wire rods 
and similar products, and imiiort.s practically none. 

The witness believes tliat protection is still needed for this industry. The 
necessity of protection is intimately larand up with the amount of transportation 
charges. The wages paid in the wife industry in this (arautry, Mr. Gates believes, 
are from 60 to 85 per cent more than in Europe. This is due to the fact tliat 
Ameripan laborers have a higher standard of living, not to the greater cost of 
living, which Mr. Gates .specifically denies to e.xist. 

Germany is the chief competitor of the United States in steel products, and 
this country has a great advantage over Gf-nnany. Thus, the coat of a ton of 
coke in Germany is $o, while until recently it was about .SI..50 iu the United, 
States, The (;oat of ore here is also less, while American r.ailroads are the cheap¬ 
est transporters in the world. Nevertheless, German producers have sp(a;ial 
advantages through the aid of the government. The government-owned rail¬ 
ways favor export business by charging perhaps one-tenth as much per ton per 
mile for goods intended for export as for those employed within the country. 
Moreover,the German manufacturers (apparently of wire rods) receive a subsidy, 
according to Mr. Gates, of $7.25 on every ton of goods the^ exi)ort, that subsidy 
being made up by various allied lines of manufacturing, in order to encourage 
the export bu8ine.Hs, 

Other countries also favor their export trade by subsidizing steamship and mail 
lines, while the absence of an American merchant marine makes ocean freight 
rates from this country higher than those enjoyed bv European countries. Thus 
until recently shipments of wire from Now York to Argentina have been made by 
way of England, because the rates from London and Liverpeol were so much 
lower than from New York direct. The rates from German ports to Brazil are 
also especially low. » 
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B. Export trade and prices.—The exports of wire products have been materially 
increased by the combination. Thus in 1898 they amounted to less than 100,000 
tons; in 1899 they will bo more than 200,000 toms. Systematic efforts have been 
m.ade to secure business. The combination has a very largo trade in China and 
Japan. Thus during the month of August the Chinese trade was larger than that 
with any other country. Shipments to the Orient are mostly overhind to the 
Pacific coast, the railways making favorable rates. Exports to England have 
been increasing with ^eat rapidity, the company doing an average business in 
London of ,'51.5,000 to $20,000 per day. and selling perhaps 60 i)er cent of all the 
wire used in Great Britain. 

The price at which the American Steel and Wire Company is soiling in foreign 
markets at pre.sent is less than the domestic price. The reason for this is that by 
working up a permanent foreign business the comiiauy can assure the constant 
operation of its mills and thus make goods cheaper, and can make profits from 
maintaining foreign jirices at times when there is a decline in the home price. 
By manufacturing perhaps 200,000 tons of wire per annum for export, the entire 
coat of manufacture can be materially cheapened and in the long run the domestic 
consumer will receive a lower price. The prices at home and abroad are entirely 
independent of one another, varying according to the local demand and the coat 
of raw material in eacti pl.ace, and the competition. The business is run to get 
the largest net profit and the largest tonnage. (1014-1017.) 

C. Syndicate# in Europe.—Mr. Gates further testifies that the manufacturers of 
practically all classes of steel prodiuds in Germany are united in syndicates, with 
formal written agreements for dividing output and maintaining prices. These 
agreements are legal under the G-erman laws and can be enforced. Thus the coke 
men have a syndicate, the c.oal miners a symlicate, the pig-iron makers, rod 
makers, wire makers, nail makers, etc.. sep;irat.e syndicates. Each combina¬ 
tion has a general agent who practically does the selling for all the different 
manufacturers. The idea of these manufacturers is that they have really but one 
competitor to be considered, the United States, and they work in harmony in 
order to protect their export business. As a rule their prices are from 30 to 35 
per cent liigher to tin; home trade than to the foreign trade. The different classes 
of steel industries are also more or less associated together. 

The witness believes that tin; government of Gm-many exercises cpiite thor¬ 
ough supervision over these combinations. b(.)th for the purpose of taxation and 
for the pnri)o,se of encouraging manufacture and especially exp<jrt trade. The 
witness does not understand the exact nature of tliis supervision. ■ 

Mr. Gates also believes that English manufacturers of wire products are quite 
thoroughly organized, although England is not an important competitor in the 
wire business, (1017,1018.) 

D. International combination.—During 1899 Mr. Gates went to Germany and other 
countries of Europe and conferred with wire makers there with a purpose of 
forming an agn.'ement for dividing the tonnage of wire products in the entire 
world between the different countries on an eiptitablo basis, and of maintaining 
prices. Mr. Gates desired to seenre 50 per cent of the business to the American 
combination, but was only offered 45 per cent, and moreover became distrustful, 
so that the negotialions were dropped, and there is no thought of proceeding 
further with tin; matter. The G(;rman.s, al.so. wished to increase prices by $30 per 
ton, while Mr, Gates thought .$10 per ton sufficient. (1017,1018,1034.) 
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Page. 

Pearson, .Tames C., private banker. 1041-1043 

Wiss, F. C. J., vice-president National Shear Comiainy. 1043-1047 


A. Organization.—Mr. Wiss, vice-president of the National Shear Company, testi¬ 
fies that it wa.s organized in Sepbmber, 1898. The combination was formed 
largely under the influence of Mr. .1. H. Parks, in association with Mr. J. H. Clauss, 
of the Clauss Shear Company, At first it was attemiited to form an agreement 
between tho manufacturers at meetings, but this having failed, the promoters 
took it upon themselves to secure options on the factories of the principal manu¬ 
facturers. The witness, like other manufacturers, knew that a combination was 
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being sought, but did not know definitely what others were going in, nor concom- 
ing the amount of capitalization. He was led to believe that options had been 
secured on all the principal plants, and that these options would be exercised. 
The promoters, he understands, i.ssued all the stocik to themselves, with the proviso 
that if they should not succeed in turning over certain factories to the company, 
a proportion of it should revert to the treasiiry. In the ease of the owners of the 
separate plants, it was merely a question of selling outiight. They (Hd not know 
how much the other idants received. Mr. Wiss demanded for his plant a certain 
amount of cash, but wlien this was not forthcoming and a proportion of stock 
was offered, he finally accepted in payment a certain amount of ca.sh, a certain 
amount of notes of the company, and some stock in addition, with the option to 
take stock for any portion of the other consideration. 

The witness believes that options were secured originally on plants controlling 
between ,S0 and 90 per cent of the output of shears in this country, but these were, 
not all exercised, and the combination is ap])arently, in liis opinion, not as satis- 
fac.tory an organization as was expected. (104ii-1017.) 

B. Capitalization, value of plants, etc.—Mr. Wiss further testifies that the amount 
of capital authorized was $1,000,000 preferre<l .stock and $2.OIK).000 common stock. 
Of the preferred stock $95.5,000 has been issued, the total issue of both classes 
being $2,410,000. 

The witness believes tliat the net value of the plants wliich actually (>ntered 
the concern, exclusive of ipiick assets, is jn-obably $.500,000 at the present time. 
Two of the factories have been closed down and the machinery taken out, ami 
the value of these is very sliglit. 

The company has so far paid no dividends, even on its jireferred stock, and Mr. 
Wiss does not believe the .stocks would find inirchasers, even if listed on tlie mar¬ 
ket. (1044,1047.) 

Mr. Pe.xuso.n'. a i>rivate banker of Boston, confirmed some of the details staled 
by Mr.Wiss. He added that it was his understanding tluit the company was 
practically organized on borrowed money, and that the plants which came into 
it were largely paid for by notes of tbe comi)any itself, or by cash secured upon 
notes to tin; witness. Mr. Pearson made a private arrangement with the pro¬ 
moters of the company to disconnt their notes at 0 ))ercent intere.st to tin; amount 
of .$200,(K1(). If he continued to disconnt these notes he was t<) receive after 9 
mouths a certain amount of stock of the conii)a7iy: and after in montlis an addi¬ 
tional amount. The amount due aft»;r IS months was to be $40,000 jireft'rred 
stock and $22.5,000 common stock: after 9 months a little less than one-half was 
payable. The stock was issued in th;' names of friends of Mr. Pearson, and held 
in escrow. At the end of the first 9 tuonths, not being satisfied with the way the 
company was doing busine.ss. .Sir. Pearson abandoned the arrangement, but tile 
stock which was then due to him was not handed over. He bidieves that the 
notes are good. He is satisfied that tbe money obtained on these notes was [irac- 
tically all the working cajiital, aside from stock on band, which tin; company pos- 
se.ssed, and that part, at least, of it was paid to other factories for entering the 
combination. He had been inclineil at tbe outset to believe that the venture was 
rather unsound, which is the reason for the insertion of the 9 months' clause. 
(1041-1048.) 

C. Output and prices.—Mr. Wiss testifies that .5 shear com])anie.s are at present in 
the combination. The output is probably 00 per cent of the total iiroduced in 
this country. Tliore are 4 or 5 other companies outside of the combination, the 
largest being the Heinisch & Sons Couqiany. 

During the H years preceding the formation of the combination, there had been 
exceedingly fierce coniiietition, which had reduced prices. The competition of' 
two of the concems was scarcely legitimate, since t hey had failed in business and 
were paying a mere nominal ilividond to their creditors. 

Since the organization was formed jirices liavc been advanced to certain cu.s- 
tomers. although the witness understands that concessions have been made since 
that time. He is not himself familiar with tin; .s(;lling busine.ss nor an active 
manager of the plant in which he was formerly interested. The increased cost 
of raw material has to be considered, although the value of the material com- 

E ared with the labor entering the finished iiroduct is relatively small. There has 
een an advance in wages since the advance in iirices. (1044,104.5.) 

D. EoonomiBB of combination.—Mr. Wiss believes that some economy should be 
made in the business by the combination. Patents are relatively unimportant, 
and as yet he knows of no specialization of work in particular plants, each of tne 
establishments running jiractically as it did before. There jihould be advan¬ 
tages in the cost of administration and of selling, in buying material, and in 
adopting at the different works the advantages of each other. (104.1) 
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E. Tariff.—Mr. Wiss states that the shears manufactured in this country are 
ino.stly of larger size than those imported, there being no attempt of American 
manufacturers to compete with the smaller imported scissors. Probably 90 per 
cent of all the scissors under six inches long sold in this country are imported. 
Without protection, however, the witness believes that many of the larger shears 
would also be imported. 

The tariff led to great increase of competition in the hope of securing ju-otits 
from protection, and has thus indirectly brought about the present combination. 
(10-iC.) 


INTElllSrATIOlSrAL SILYER COMPANY. 

WITNESSES. 


mm'. 

Samuel, pi'osidoiit International Silver (’ompauy. 

WatrouK. William II.,iliroctor International Silver (.'ompany. UNtji-luoO 

Rogers, N. Burton, independent manufacturer. pMKj 1075 


I. ORGANIZATION, CAPITALIZATION, ETC. 

A. Description of business.—Mr. Dodd, president of the International Silver Com¬ 
pany, states that its business con.sists of the manul'actui'ing of all classes of silver 
plated ware, including so-<;alled flatware, knives, forks, .spoons, etc., and hollow 
ware, table ware. etc. The base of hollow ware is i)ig tim and of flat ware nickel 
silver. The company also manufactures a small amount of sterling silver. 
(1049.) 

B. Organization.—The Intiunational Silver Company was organized November 
31, 189H. Mr. Dodd himself had nothing to do with’tlie organization. The fol¬ 
lowing is a list of the compajiies whhih entered the combination: Wilcox Silver 
Plate (knnpany. Meriden Britannia Company, Meriden Silver Plate Company,in 
Meriden: Barber Silv<T Plate Company, William Rogers M.anufacturing C\)m- 
pany,of H:irtford, Conn.: Rogers Bros, and Rogers & Hamilton.of Waterbury, 
Conn.: MiddletownPlateCompany, of Middletown, Conn.: Derby Silver Comp:my. 
of Derby, Conn.: Holmes Edwards Silver Company,of Bridgeport, Conn.: Simp¬ 
son, Hall & Miller Company,of Wilmington. Conn.: Sinpison Nickel Plate Com¬ 
pany, of Wilmington. Conn.: Norwn-h Cutlery Company, of Norwich; Manhattan 
Silver Company, of Lvons, N. Y.; the Standard Silver Comi>any, of Toronto, Can¬ 
ada; Watrous Manufacturing Comi)any, Warrington, tkjim. 

The.se companies. Mr. Dodd points out, are practically all located in Connecti- 
Eut. and liR^ comlniuition is a .sort of “ family alfair.” The different companies 
have all been actinainted with ()ne another’s affairs, and altlion}?li th(*y have com- 
I)etpd vigorously in the past their ladations have been more or less friendly. 

The International Silver Company has bought outright the plants of all the 
different companies except tlu* one in Lyons, N. Y.. and the one in Canada, and 
it intends to make its ownership of tliese comph^tt? as soon as necessary legal 
adjustments can be made. The coiisid(‘ration pai<l to each company was not 
known by the others. A certain proportion of cash was paid to each, and a cer¬ 
tain proportion of preferred and common stock. The witness, for example, sim- 
^)ly told the organizer.s that he would sell a majority of the stock of his company 
tor sucli and sucli a iirice. provided a certain numher of otlier plants were secured, 
and provided the total capitalization of the company did not exceed a certain 
figure. (lor)i,io.-):hio54.) 

Mr. N. B. R(xi Kits vioe-presid(‘nt of the firm of C. Rogers & Bros., independent 
silver-plate manufacturers, testifies that negotiations were made some time before 
the actual incorporation of the International Silver Company. The promoters 
^ked C. Rogers & Bros, to give an option upon their business, on condition that 
all theother plants which it was proposed to unite should be secured. In connec¬ 
tion with the arrangements an investigation of the books of the company was 
made, ^vhlch was intended to be confidential. No one company was to know the 
value ot the plants of the others or the amounts paid to them. Each company 
desired to retain a certain influence, and accordingly was to be represented by a 
mrectorm the combination. But some of the larger concerns demanded addi¬ 
tional directors, and the first attempt to fonu an organization failed. Some of 
the companies demanded all cash for their plants and could not secure it. 

Later a new combination was made, leaving out three or four of those which had 
taken part in the previous negotiations. The witness heard that this new combi- 
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nation had been given by the promoters accnrate knowledge as to the results of 
the examination of the other plants. There have been some suggestions of an 
indefinite nature to C. Rogers & Bros, since the org.auization of the company that 
it would bo well for them to enter the combination, but no definite proposal has 
been made. 

Mr. Rogers ftirther states that the options which were given on tte different 
pl.ants were taken by a mere dummy, a clerk in the promoters' office without 
financial standing, the idea being that there would be no one who could be held 
in case the movement failed. (1607.) 

C. Capitalization.—The authdi-ized capital of the International Silver Company 
con.si.sts of .$!»,000,()00 preferred stock and .$11 .(KlO.llOO common stock. The amount 
of preferred stock issued so far i.s $.5,111,.100; of common stock, $9,e9(),000. In 
addition the company has issued $3,900,000 of lioiuls. 

Each company made its own,arrangement as to tlie price for its plants and the 
proportion which each should lie paid in cash and in stocks. The Wilcox Silver 
Plate Company, with which Mr. Dodd was then connected, received for each share 
of its stock of the par value of $9.5, ,$95 in cash, ,$50 in preferred stock, and $95 in 
common stock. This the witness considiued a fair value for the plant. In better 
times the stock of the company had sold at 375 per cent. 

Mr. Dodd expressed considerable unwillingness to .state the cash value of the 
plants of the combination as compared with the capitalization and with the value 
of trade-marks and good wdll. He liad no figures or manner of knowing accu¬ 
rately. He finally ventured an opinion that the plants might he worth .$10,000,000 
and the trade-marks, iiatonts, et(\, as much more. Mr. Dodd is not inclined to 
n.se the term “goodwill” in connection with the business, but attributes high 
value to the trade-marks of different companies. Tin* Inti'rnational Silver Com¬ 
pany bought all the various trade-marks of the constituent companies, such 
as, tor example, the name “Rogers Bros." The public does not care esjiecially 
for salesmen or for officers of companies as indivi<luals; it has no “good will” 
toward them; but. for example, the name of the Wilcox Silver Plate Company 
has come to be known as indicating a high ipiality of goods. If the same goods 
were stamped with another name they could not he sold so readily. The estab¬ 
lishment of the value of thi.s trade-mark required many years of labor and m.any 
thousand.s of dollars of money. The ba.sis of the value of' the .stock of the Wilcox 
Silver Plate Company was its earning capacity rather than anything clsi;. 

A later estimate made by Mr. Dodd iilaces tiie proportion of the property of the 
International Silver Company represented by the value of plants, machinery, mer¬ 
chandise, etc., at from 45 to 50 per cent. (1054,1055.1057.10.59,1061.) 

Mr. Rooers testifies that the arrangement for the purch.ase of the plant of C. 
Rogers & Bros, was that they should be paid ,$500,000 in cash, $300,000 in preferred 
stock, and $450,000 in common stock. The latter was understood to be a bonus. 
The larger the proiiortion of the payment which should be taken in jireferred 
stock instead of cash the more common .stock would be given. Those proposing 
to join the combination hoped ttiat the preferred and common stock together 
would be worth more than par. 

C. Rogers & Bros, expected that the other plants would Ije taken in on essentially 
the same basis as their own. The inventory value of their plant was over $600,0()0, 
exclusive of good will and trade-marks. It had been believed that the .$9,000,000 
of pi’eferred stock which was to be issued represented a fair valuation of all the 
plants to be consolidated. Later various iniuviduals began to fear that the capi¬ 
talization was too large for regular payment of dividmids. It was understood, 
Mr. Rogers adds, that the promoters of the company were to receive as their com¬ 
pensation 3 per cent of the total capitalization of $90,009,000, in common stock. 
(1068,1073.) 

B. Wall ztreot pool of common stock.—It appears that the stock of the International 
Silver Company rapidly depreciated in value from January to May, 1899. The 
prefeiTed stock stood at 87| on January 6, and at 66} on May 26. The common 
stock rose from 33} on January 6 to 33jJ on February 24, but fell to 11 on 3Iay 6, 
and has since recovered only in part. 

Mr. Dodd testifies that various holders of the common stock placed it in a pool, 
assigning it to New York bankers, with the understanding that if it should not 
be sold at as high as 30 before May 1 it should be returned to the owners. The 
witne.ss was unwilling to state whether he himself had assigned any stock in this 
manner. Whatever was done was purely private action of stockholders and had 
nothing to do with their official relation to the International Silver Company. 
The witness believes that the pool was a failure from beginning to end. Stocks 
fell steadily in value instead of rising. He considers, however, that it wou]^ 
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have been jn.st as lefritimate for him. althongli he wa.s president of the eompany, 
to enter such a pool, as regards the shares whicli he himself owned. a.s if anj' out¬ 
sider had bought the shares and entered the pool. (1000,1001.) 

Mr. Rook.rs states that ho was told by a stockholder, and considers the infor¬ 
mation reliable, tlnit between iJH.OOO.OOO and .$!l.000.000 out of the .$11,000,000 of 
common stock of the International yilver Company was placed in the pool referred 
to. The pool had about HOO more shares on its hands at the close of the period, 
May 1. than when it began, (lOTO, lOTI.) 

E, Dividends and salaries.—The International .Silvcn-Company hud up to Novem¬ 
ber, bSOll. declared no dividends on either its preferred or common .stock, Mr. 
Roonns understood from a stockholdiu of tin; company that at tin; time it was 
e;q)ected to vote; a dividend none was voted, but the salaries of the directors and 
omci;)'s were advanced. He understands that the salaries of the active directors, 
which had bei;n .$."),00l), were I'aised to .$10,000, and of the president from $7,000 to 
$111,000, and that tin; treasurer received .$11.1.0(10. (lOT.'i.) 

Mr. Doni) and Mr. Watbous later furnkshed the coirimission, in reply to inter- 
rogatori(;s, a statennait that the company had never actually passed a dividend, 
because no date had Ixam ti.xed at which dividends should regularly be paid. 
Salaries were tixisl on March 117. 180!), to date fnan Jiinuary 1, 1800. The presi¬ 
dent receives $ 111 , 000 , lour diriadors who are managers of the largest factories, 
$10,0(10 each, and one other director ,$7,500. No director receives a salary unless 
ho is an active manager. The treasurer receirms no salary, while the assistant 
treasurer is paid .$8,000 ]ier annum. (1002, lOfiC.) 

11. OUTPUT, COMPETITION. AND PRICES. 

A. Control of output and oompotition.—Mr. Dodo estimates that the International 
Silver Conij)any manufactures per)iai)s 55 or 60 per cent of the plated silverware 
of the country and about 10 per cent of the sterling silver. The combination was 
confessedly formed for tin' purpose of reducing competition, and. from the testi¬ 
mony above sunimarized.it appears that it was expected to bring in a larger pro¬ 
portion of the idants than were actually united. Mr. Dodd states that the .saving 
or advantage from redmung competition was expected to be about as important 
as that from economy in production. Mr. Rooers also refers to the purpose of 
the combination to sinipri'.ss competition. (1067.) 

Mr. Dodd states, however, that the International Silver Company meets very 
strong competition. There are probably 40 or 50 outside concerns in the United 
States, including, among others, R(;ed & Barton, very prominent manufacturers, 
and C. Rogers & Bros., who control one of the Rogers trade-marks. Most of the 
companies actually in the combination are located in Connecticut, and there is 
considerable advantage in removing their competition against one another. At 
present, however, outside competitors are underselling the International in vari¬ 
ous places, and it does not attempt to cut prices to meet them. 

Mr. Dodd further states that the International Silv(;r Company has not closed 
plants, although it has transferred the machinery and men from two plants to 
others where there was sufficient room, thus effecting a saving. The actual out¬ 
put of the various plants is perhaps 20 per cent gr(‘at(‘f for 1869 than for 1898, since 
some of the plants were not working at tlndr full capacity. The number of 
employees has b(‘cn increased 10 or 12 per cent. (1051,1(154,1055,1059,1067.) 

Mr. Rooers states that there is danger, in his opinion, to outside competitors, 
as well as to the interests of the stiK’kholdcrs of the International Silv(»r Company, 
in the possibility that the methods of competition of that company may be influ¬ 
enced by speculation. Prices may be cut in order to affe(;t the value of stocks, 
regardless of tin; cost of jiroduction. The witness believes that ordinary methods 
of fair competition are not to be feared by his own concern. Although there are 
advantages in a good, well-managed combination, a carefully operated, inde¬ 
pendent bu8iu(;a8 can take care of itself. (1074. 1075.) 

B. Prices.—Mr. Dodd states that from 1893 to 1899 the price of silverware 
decreased or remained stationary. The average decrease from 1894 to 1897 he 
e.stiinate8 at from 74 to 10 per cent. There was an increase of 10 iier cent in the 
price of flat ware, in Fchru.ary or March, 1899. On September 1 the price of hol¬ 
low ware was increased 10 per cent. 

The witne.ss believes that this increase in prices is no more than commensurate 
with the increased cost of material and wages. The raw material of flat ware is 
nickel silver, which contains mostly copper, and copper has risen in price 60 or 70 
per cent. Tin, whiol) i.s the basis of hollow ware, has doubled in price since 1898. 
The cost of raw materials may be estimated as about half the value of the finished 
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product. The witii(‘.s.s does not make clear, however, the propoi’tioii of the vahxe 
of the silver to the other raw materials, 

Mr. Dodd admits that tlie comliiiiation lia.s been able to kw'jt up prices to .some 
degree and in certain <‘ases, l)y avoiding the cutting wliidi fm-mcrly existed 
between the members of the present combination. But. taking it altogether, the 
consumer is getting goods relatively clnsiper than befoi'c. The witness adds that 
a fair price must be seimred from the consumer if tlie wages of the workmen are 
to be kept up. Cutting of prici's means cutting of wages. Mr. Dodd also believes 
that the quality of good.s manufactured has been either maintained or improved. 
00.51, 1052, t0.)ll, tOtiO.) 

Mr. Rooehs state.s that shortly after the formation of the International Silver 
Comi)any it began to cut prices vigorously. The pi ice of knives, as the witne.ss 
believed at the time, was cut below cost. Soon after, pi'rhaps in February, prices 
were advanced, orders having been secured from as many customers as possible 
at the tower ])ric,es. C. Rogers & Bros, have found the efforts of the Inter¬ 
national Silver Company to take away their trade more active than those of the 
previous indo|)endent concerns. The combination is maintaining the price of the 
Rogers 1847 brand and is reducing those of other brands, including other Rogers 
brands. The uTtness believes that the ipiality of the goods on which the price is 
being cut has deteriorated. His company has made tests anil found tins to be the 
case. 

Mr. Rogers further states that the price of goods manufactui'ed by his own con¬ 
cern has lieen advanced during the past year, but that tlie cost of materials and 
of labor have also increased considei'ably. There is a. greater demand for goods 
than before, and the profits of the company are higher than they were in the 
depressed time preceding. (1071. 1072.) 

I 

III. ECONOMIES OF COMBINATION, 

Mr. Dopd. president of the International Silver Company, testified concerning 
the economies already effected or anticipated by the combination. It is not ex¬ 
pected to eliminate comjietition. although competition has doubtless been some¬ 
what reduced, but the cliief advantages are in more economical iiroduction. 

The cost of administration, officers, etc., is reduced liy bringing all the com¬ 
panies into one. 

Goods can be bought somewhat more economically in large ipiantities. although 
there is practically no saving in buying silver or pig tin, which are largely 
employed. The salaries of the various buyers of goods are also saved. Mr. 
W-yTROUS also mentioned this economy, speaking especially of the uniform and 
lower prices now paid for fancy boxes, etc. Mr. Roor.iis supposes large pur¬ 
chases can usuall.v be made at better rates, but thinks his concern buys as cheaply 
a.s the combination. 

The cost of selling goods will be largely reduced. As yet few traveling men 
have been dispensed with, each factory pushing its goods in this way as before; 
the witness knows of only two who have been laid off. But considerable saving 
will be effected by closing part of the stores which have been maintained in large 
cities for selling goods at ret.ail. The witness expects that perhatis 10 out of 1.5 
throughout the country may thus be closed, although so tar only one has been 
closed. 

Further saving will be made by consolidating factories, where, for example, 
one has morer(M)m and machinery than the output demands. Two concerns have 
thus been already transfen'ed to diffei-ent roofs; praciically there is no reduction 
in the business done. Power and othei' expinises are thus saved. Enl.irely diffev.. 
ent plants are required for manufacturing hollow and flat wan;. A idant costing 
one and one-half or two millions is desirable foi- the cheapest production. 

The common u.se of trade-marks is stated by Mi-. Watrous to be one of the 
chief advantages of combination, but he admits tliat as yet no factory makes 
goods under tlie trade-mark of another. Apparently the ciiief economy referred 
to here is a snppi-ession of competition between the.se trade-marks. 

Mr. Bookrs, an independent manufacturer, believes that tliere must he con¬ 
siderable .saving from the consolidation in variou,s ways. The bringing together 
of different plants into one establishment is an economy. The-re would also bo, 
in the opinion of the witness, con.siderable saving in advertising. .Some of the 
trade-marks are still being advertised as extensively as ever, tlie Rogers 1847 
brand especially being even more advertised than before; but some other brands 
are lieing less adverti.sed. Possibly better discounts are obtained from advertis¬ 
ing agents by giving them larger advertisements for the cirmbiriation tlian the 
seirarate plants could give. (Dodd, 104», 1060; Watrous, 1068; Rogers, 1070,1073.) 
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IV. LABOR. 

Mr. Dodd Ktatas that th(> labor employed by the IiUeriiatioiial Silver Company 
is not union lalxir. The wa^es are not nnifonn. .«inc<' the Iribor is skilled ainl the 
annmnt (darned by differont inilividnahs varie.s an-ordin,!' to tlndr (•,'ii)ai'ity. Ea(th 
man i.s dealt with individually. Waf;(‘s are not, in thi> opinion of Mr. liiidd. ever 
raiseil volnntarily. bnt when om' of tlie employisw asks for l)if,di<‘r wats'e.s. as he i.s 
likely to do if the prices of the products increase, the company njrants it, if it 
finds it necessary and desirabh!. 

Th(! waffos of the labor eniployi'd by the com!iinati(jn have been increased, on 
the aver.aite, from .'i to T l per cent dnrinit tlm jiast ye.ir, lO.W.) 

Mr. W.vTKoiTs, one of the directors ond nianafters of tlic International Silver 
Company, conlirms tic-testimony of Mr. Dodd as to the char.acter of labor and 
the methods of ti.xino wa^'cs. He stab's tlmt wa,avs are ti-Ved entirety by indi¬ 
vidual barKainino. 'I’hi' men art' doini; dilb.'rent elassi'S of work, .'intl are mjt all 
otpially comiH'tetit. Wlieii a man is able to do a .irri'ater (piantity and better 
quality of work bis waRes art' raised indepi'iichntly of any (|uesrion of General 
prosjierity: tbat is. there is a systt'in of promotion. Tlie witness admits, how¬ 
ever, that it is the rule that tin' HK'H nmst )«'rsonaUy apply for an inerease as 
their skill inereases, not olnatnin.o it as a mailer of conrse. Tlu'eompany has 
nfner redni'('<l WH;;es. 

Most of th(' lullorers employed are native-iiorn N<'VV Eicrhinders. some ia in;' of 
German di'si'ent, Tlie waffes paid l■an,!;l' from ,SI.."iO to -SI per day. 

A larire jiroiiortion of femaie labor is employed, especially in tile idaihift works. 
Tile witnt'ss helieves that in most platiny establislimeiils more than half of the 
emplo.vees are wonii'ii. wlo ari' cnirarrcd in Imrni.shina', paekiipr. etc. In the 
mamitaetiire of the iiase for ]ilatin,ir the ]iro])ortion of women is very lunch less. 
The work which tin' women do is not men's work, and tliey are not paid in tlie 
same manner. 

Doth of ttie.se witncissi's liold that many of tlie employees of the International 
Silver Coinjiany lU'e coni|iarativ('ly well off, practically iill iK'infj permanent rcsi- 
deiils. Till'ri'lations between the employi'is and employees have always been 
satisfactory, and there have scarcely been any slriki's or labor disputes. (Dodd, 
10.5'J, lirai; Wafrons, KKit. lOiili.) 

Mr. Himjkiis testilii's tlmt, riie plant of C, Hoj^ers A' Bros, at Meriden has 
increasi'd wa«es In praetically the same (iroiiortion a.s tlie jilants of the Interna¬ 
tional Silver Company at that place, from .a to 7.1 lar (-(.'nt. The plant at Dan¬ 
bury, which isoni'aged in mannfacturini;- various .specialties, lias increased wages 
somewliat more—from lOto ito jiercent. Tlie workat Danimry i.s less skilled than 
at Mi'i'iden. The output of the Danbury jilanf, I'onsistin,!': of specialtie.s, meets 
nmeh less competition than that of the iHei iden jilant. Mbiges were raised vol¬ 
nntarily by C. Rogi'rs & Bros, before tin' prices were advanced. The workmen 
are not organized. Tliey ari' paid partly by time and partly by tile piece. Tlio 
concern has never liad any strike. 

Mi'll I'lilering tlie Danimry works are jiaid perhaps St to SO per week tor a few 
weeks, while tliey learn the trade, and then gradually work up to as high as $t) to 
•SIa per week. The Iniiirs ari'10 )ifv day. (1071-11)74.) 

V. BRANDS OF ROGERS & BROS. 

Mr. Rouf.hs. of C. Rogers i.% Bros., testifies tliat file original firm of Rogers & 
Bros, was establi.shed some Itiiie helweeii ISdO and I.SdOat Hartford and later 
moved to Waterhiiry. The brand lieeaine known as representing relialile goods. 
Afterwards Rogers A Bros, sohl out to a corporation. Tlie brand being retained. 
One of the hriithers. in connection witli another relative iiained Gilliert Rogers, 
started in Imsiness in New York. The Meriden Britannia Coinpauy soon after 
offered ill’. Gilbert Jtogers a tiereentage for tlie use of tiis name. Later this 
eonqiany entered an iirrangement witli the original Rogers & Bros, corporation 
to use iis name, and disini.s.sed Mr. Gilbert Rogers. Thoreniioii. about ;14 years 
ago, three lirotliers of the witness, iiiebiding Mr. Gilliert Rogers, formed the eon- 
cern C. Rogers & Bros, at Meriden, and stamiied that name on the goods. The 
ciiiirts iqiheld the right iif this coni[)any to use its own naine. providing goods 
were kept equal in equality to the original Rogers Brothers. The witness does not 
understand liy what right the International Silver Couniany continues to use 
the trade-mark, Rogers Brothers, 1847. since tlie Meriden Britannia Company's 
nght to it was Miijipesed to expire after 10 years. There are one or two other 
Rogers trade-inarks also, bnt C. Rogers & Bros, are the only coinpauy outside the 
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comliiiiiiHim lasing a Rogovs tvade-inark. About b! ov M yoars ago tlio witness 
starteil tlie Rogers Silver Plate Coiniiany at Danbury. Sinci- the International 
Silver Coinnany was formed this latter concern has been amalgamated in owner- 
ehip with C. Rogers & Bros., of Jb.'riden. (lOTn.) 

VI. EXPORT TRADE. 

Mr. Roukus stated that his own establishment e.viioris considerable silverware, 
chiefly in the form of niu’clties, ])articnlarly mantel ornanients and clocks. 
Ordinary sili-erware has always been somewhat less c.’cpensive in Enrojie than in 
the Dnited State.s. but American product.s have e.'O’ellcd in finish and are now 
beginning to compete in price. The domestic markets for silveiVare belong 
almost altogether to the itomestic manufacturer's. (IP71.) 


GLUCOSE SU(iAl? EEFIMXG (X)MPANY. 

A. Description of business.—/. Prodiiols of corn. —Mr. M.\s testifies that glucose 
sugar is manufactured in connection with numerous by-products. The chief 
product of corn is corn flour, largely used for mi.xing with other flours. Next 
comes starch and glnco.se sugar, made by transforming it chemically. Dextrine 
is used for making mucilages and sizes. ' Corn oil is used as a substitute or clieap- 
ener of other food and jrainting oils, rtird by vulcanization as a substitute for rub¬ 
ber. Corn cake is nsed in the same way as flaxseed eako. (7:1, 74.) 

Gliicofic Glucose sugar is not a substitute, strictly speaking, for cane 

sugar. It is worth only l.S.i cents per pound. But there is a demand for a 
cheaper sweetening material for simps candies, etc. Glucose is objectionable 
because of its mineral acid reaction. It is used exten.sively as a substitute for 
yea.st in making beer. (,S3. 8:i.) 

Mr. Havemeyer testifies that glucose sugar does not compete with cane sugar, 
but that sirups made from ghu-ose have practically displaced refined molasses. 
(114.) 

3. Ckirii /lour.— According to Mr. Mas corn flour or flourine. on account of its 
cheapness, is mixed with other flours. It is undoubtedly nutritive, but will not 
make good broad alone. When bills were before Congress to restrict mixing of 
flour, Mr. Mas, as chemist of the Gluco.se Sugar Refining tJompany, was asked to 
prepare testimonials as to its wholosomcness, to counteract prejudice. He refused 
to do so. as it was not bis business, and as he was not sati.sfied that flourine was 
as good as wheat flour. Mixtures are made in secret usually, and are difficult to 
discover, hut microscopic examination shows a difference in texture. The wit¬ 
ness has found startling resultsin examining certain samples of flour sent him 
from Minneapolis. (7:3,77,79,8:3.) 

4. Corn oil. —Mr. Mas. as chemist forthe American Glucose Company in (897, 
invented a process for refining com oil. He believes that crude corn oil is now 
being .sold by the G1 ncose Sugar Refining Comjtany under the name of refined. 
Samples have been submitted to him by large consumers in various sections of 
the country which are only crude oil. Large consumers can easily recognize the 
difference by the use of a glas.s, but small (smsnmers would not. (7.7,80.) 

Mr. M.as states furtlier that corn oil is now cliiefly nsisl for mixing with otlvpr 
oils. It is exported largely to Europe and comes back mixed with cod-liver oil 
and olive oil. or is sold as a siihstitiito for them. Olive oil costs not less than $1 
per gallon; corn oil, 30 cents. It is also mixisl with linseed oil. The difficulty of 
detecting mixtures is great. (73,74.) 

By a process of vulcanization a substitute for rubber is made wliich costs 0 or 7 
cents per pound (ruliher costing about .jil), and which can be mixed with pure 
rubber. It is less elastic, Imt almost ts^ually acid proof. Mr. Mas does not think it 
is popular or successful, although considerably used. The process has been known 
for 50 years in Europe, but was recently jiatentcd here, the witness believes, 
through an agent of ibe Glucose Sugar Refining Company, since the specifications 
are almost identical with the wording of a report made by him to that company. 
He does not consider the process properly patentable. (74,77,78,81.) 

B. Glucow Sugar Eefining Company.—Mr. Mas testifies timt this combination was 
fonued in July or August, 1897, and included all the plants in the country except 
one, controlling 90 to 95 per cent of the output. Mo.st of the plants are old, the 
real e.state constituting their chief value, and Mr. Mas thinks $0,090,000*would 
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be a fair price for them. Tlie capital of the company is Sh),fl()((.()0(t. on whicli it 
pays 5 per cent. Tlie \vitn(‘s.s bclievo.s the corn-oil rafinery of tlnj American Glu- 
cosc Ootiipany at Peoria, wlii(^h he i)lanne(l, (lid not C().st over OOll, but that it 
was taken by tlie trust at .‘S'ihO.OOO. (TH.SI.Sfi.) 

The witness also believes the American Siifrar Rcfinin}; Company has some 
intere.st in the (tIucosc Suffar Reiininp; Company. When lie became ehi'inist for 
the latter (■(iinpany its president tcd(l him that Mr. H. O. Havemeyer was hi.s 
uncle, and hintisl that he mi.s'ht have ati opportunity to become chemist for the 
Stiffar Trust. If this is so. it I'.vtends the number of commodities iuHiienced by 
the Susar Trust very greatly. (Sl-Sa.) 

Sir. Havemeyer, on the other hand, testifies that the American SuKar Refining 
Company has no interest in the Glucose Company, though he himself owns 
perhaps KKl shares in it. (I i 4.) 

C. Effect on prices.—Aca-ording to Mr. M.ts, before the formation of the combination 
in 18517. the price of glucose was about 80 (M.nits per 100 pounds. After combina¬ 
tion it doubled a.nd is now about 81.:!."). Crndi' corn oil was then sold at S'2.2."> per 
100 pounds and is nowsold. the witness believes, under the name of retiiied oil, at 
$i. The witness admits that for a time before the trust was formed refined oil 
jvassold by the American Glucose Company at S:l..")0. The i>rice of corn dour 
can not be asciu'tained because its use is chiefly si'cret. (751,80.) 


(JENEHAL ASPECTS OF COMHINATIONS- 
(;AUSi<]S, EFFECTS, REMEDIES, El’C’. 

ruge Ilf digi.'St, 


I, (’nust's of ciimliinatiiin.. . 214 

A. The univcrsiil tcmlenry toward <“oinbiimtioii and its ^'ciieral causc-s. 214 

B. ITikIug tariff pjNitoct ion... .-. 214 

(’. Railway diHcriunnations .. 215 

11. ElTf'cts of (•oinhination .. .. 216 

A. AKK't'rKatioTi of capital, and coi'iviratioim.iR thiMnwlvos. 216 

B. Hom' far aiN' monopolies and c(mH('([Uont alnasas iKhS-sililc. (’oiiipctition . . 218 

(’. KfftH'ts of coinliination ttciuTHlly . ....... 220 

f). Rchatc system...... 225 

III. State legislation as a roinedy fer general erils.:. 225 

A. .luHtilleati</n of Stat<‘legislation... 226 

B. Existing law and its working..... 226 

(’. Snggestitms for State legislation..,.. 228 

D. Puhlieity tliroiisth examinations, reports, etc..... 230 

fV. National If'gislalion as a latmedy for ^(Miorul ('vils. ... 232 

A. (toneral <lis<nissioii. Powt'rs of (.'ongi’ihss... 2512 

B. National ineorjxii-ation laws.. ... 2316 

P. Ereer rights lunler patents. .. 237 

D. Renuwal of tariff... .. . .. ... 237 

E. Kederal regulation of railways. Prewntion of flisej'iiniimtioiis. 2517 

V. (\jriM)ration laws in their geiH'rul nsjieet... . 25® 

A. (Teiieriil features of eoriiovation laws .. . 25® 

B. (ieiHTul charaeteristies of laws of certain States... 240 

C. Taxation of corporations in ilifferent States... 241 

VI. Rights fif stockhohlers and their proteetion. 242 

A. (leuoral discussion. 242 

B. Proti'ction of stockholders under New Jersey law. 243 

West Virginia law . . . 247 

D. Delaware law.... 248 

VII. Aloises as to capitali/ation. Protection of investors.. 248 

A. What constitutes uvx'rcapitalization..... 240 

B. Dangers of overeapitali/ation and fraudulent issues of .stock. 240 

C. How far should laws regulate capitalization and stwk issues. 250 

D. Existing provdsions as to tHiymont of capital. 251 

E. Begulation of capitalization in Ma8sachusi.dt8. 261 

F. English and (lorman regulations as to promotion and capitalization. 253 

G. Corporate shares without nominal value. 253 








































214 INDUSTIUAI. COMMISiSION:—DIGEST OF EVIDENCE. 


1,1ST l)F W'lTN'RSSF.S. 

Noth.- I’t aihlitioii (*» tlii-sc witiU'sai'a who tostitiod i‘x.-luMiv(Oy on f;i‘iioriil Mubjoots, flu> 
oi)inii>nsaii't ovidi-iK-c ii]>oa sncli sulijoots of witnossas Icstifyiiiffnioro fiavticuliirly ooiaa-ruinj? 
spta-ial romlaiialionHaro also sn7nntai-i/,o4 uiah i- tliis oonoral (livisioii. No attoiiipt, liowov(fr. is 

luaih' horo to la'i7io to^^ollioi.. ti7iso(l only 7771 siiocitio ti7sti777oi7y :is to ittdivt'iltia] com 

binatii>t7s, 

1*717777 of t(7sti77iolly. 
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Myei-.s, ,Taiui*s .T., IIK-Iiiln-I- Massaeliusi-tts .Sl.iti- h-irislatui-i-. .11:17-11118 
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I. CAUSES OF COMBINATION. 

A. The universal tendency toward combination and its general causes.—Mcistof the tc's- 
timoiiy iis to the i-atisps7)f 7-7>ntbiiiiitii>n is t.i ht-fiiuntl in 7-oiiiif-(-tioii with specific 
corabinatioiis iiivestioiited. Thtt iii7ist coimipiii ctuist- assigip-il is ext-essivt- C7mipt.‘- 
titioii. It is iilso i)7iinted .lut, however, tlmt c.mibiiiiitioti of capital is a iititural 
ecoiioinic devidoimu-iit under modern t.'i>nditi7ins. This is tlie [t7)sition, for extitu- 
ple. of Mr. D 71 S ]?ass7is. wli77st- i'vi7lent-e is given liehiw. 

Mr. Tul bbek la-lieves that ctnnl):initi7tns tire a natural e7-r7nonii7-. dev7-lopnn*nt 
from the grtiwth of st7’am. electrit-ily. and miichinery. Tlit-y are necessary 
because of excessivt- c7>m])etition. reducing inict-s below the line 7>f pr77fit. All 
fonn.s of industry are being done on ti large scale. (4, 8.) 

Mr. Tiiuhher testifies tluit the French chargi^ 7Vaffiiiri-s at Berlin ctills attention 
to the growing cenlrtilization 7)f in7lnstr.v in (T7‘rinany. In (Irt-at Britiiin the 
tendeney is marked. Among 7ithpr cimit)iiiiiti7ms th7‘i-e, tliese are ri-ferred to: 
dyeing, bleaching in Lanca.shire. C7itt7in spinning, C7>(t77n Ihinad. news p.aper, 
engineering, nn-tiillic bedsteads. .s])ring mattrt-sst-s. cast-d tnhes, spnn inonnts, 
rolled metal, hrttss ^’ire. metal tnli7's. iron and brass fi-mh-rs. china furniture, 
electrical fittings, marl f77r pott7-ry ware, comimin buihling brii-ks. and coffin 
hardware. In many instances these i (7mhiniiti7 7ns iigr7-7- with traih. nnions to 
employ only union iaboi'. wlnle the latter agrei-177 w7>rk,for no firm which is out- 
sid(7 of the'coiubinati7)n 771-which cuts prices. M77re(7Vf-r. combination has been 
going on in distrihutin.g Iin7-s. (.Y'ntraliziiti77n 7)f capital in gr77cery. ijrovision, 
oil. drug, and tfjbacco disti ibnti77n h:\s g77ue 7711 I'aphlly 77f late. Retail .sl.c.res also 
have been grouped in ass7)cialious ibr i7nitn:il i)r7)te(7tion. D7-i7artm77nt sto-os 
have been more develop7-d than in .-Vnif-rica. {!».) 

Th(7re are, according to Mr. (r.tr.u. v)>ry few trusts and C7)inl)iniiti7)iis (7rganize(J 
in Canada. Exeej)! in the 7>il husim-.ss. the pe7)ple .S7iff(-r litth: from ) 7 7 7 7n77p7>ly as 
yet. There i.s a str7)ng .S7.'ntimcnt against C7>inl>inati7)n.s, the T77j-f)nt7) (.tIoIic being 
especially vi,g77r<>ns in its 7)pposlti(7n. Tin* pr7‘S<’nt ljib7*ral (love'rninent has 
declared that if a trust should S7*cnr7* c(*ntrol of any article the <lnty 7)n such 
article would he immediat7dy reinov)**!. ((W.j, 

B. Undue tariff protection.—Mr. TIavemeveu. pr7>sident of tin; Aun*ri7*an Sugar 

Refining Comjiany. C7)nsi7lers tln-it 7)ne <*f the chif.f caus7-s of industrial conihina- 
tions in the United States h;is been nndm* protection by means 77f the 7-,ustoms 
tariff, inducing, in the tli'.st ]7lace. 7'X(-7'ssiv7' comp(*tition by the estahlishiuent of 
plants in the hone of seeming the high margin between the C7ist and the foreign 
pric<7 plus the duty, and later C7nnbinati<*n in order to secure th** advantage 
of this margin. The witm-ss declares that ll'.e trusts ;i.r7' the mere machinery of 
the (xov'emment for plundering the people. Mr. Havenn-yer suggests a unifonn 
tariff of 11) i)er cent as heing probahly sufficient. Ho points emt that in the man¬ 
ufacture of steel America (van compete with any foreipi market, but tliat under 
the tariff rails costing SbT per ton can he H7jld liere for Si24. .» 
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Jlr. Playpiiieyer admitted, however, that the Standard Oil Company, the .smelter 
combination, and some other important combinations receive no advantiif?e from 
the tariff, and in various places admits that comp(dition. (inito aside from the 
tariff, may foro? consolidation. 

Althon;?h Mi'. Havemeyer believes that the present protection of the sugar 
refining industry, which he estimates at about 4 per cent, is insufficient, he states 
that it was originally built up under enormous protection. 

The following (piotations from Mr. Havemever's testimony will be of interest 
(101. lO't. 11(5. IIH. bi:!. 

" The motlier of all trusts is the customs tariff bill. The existing bill and the 
preceding ones have been tlie occasion of tlie formation of all the large trust.s. 
with very few exceiitions. iiiasmucli as tlmy provide for an iitordiiKUf protection 
to (ill the interests of the country, sugar refining (excepted. Economic advantages 
incident to Ihe cousolidalion of large interests in (he same line of business are a 
great incentive to their formation, but these bear a very insignificant proportion 
to tlie advantages granted in the way of protection nnder the customs tariff, 

“ There iirobably is not an industry tliat reipiires a protection of more than 10 
per cent ad valorem, and it is to obtain what is jirovidi'd over such percentage in 
the tariff that leads to the formation of what are commonly spoken of as trusts,” 

" Q. But I a,sked you this iiuestion: It the refining industry of this country was 
built up under protection or a free-trade system?—A. Protection, enonnons pro- 
tectiiui. VVTtliout the tariff’ I doubt if wo should have dared to take the risk of 
forming the trust. It could have been done; but L certainly should not have 
risked .ill I had. which was then embarked in the sug.'ir business, in a trust unless 
the business had been )U'otected u.s' it tctts by the tariff." 

'• y. I put those two things togelher, first that the protective system has brought 
such domestic competition th.at you are com]ielled to form a trust to ke(*p each 
others' throa ts from being cut'?—A. That is ,inst the case with sugar Htive I not 
just told you that prior to the formation of the Sugar Trust 18 companies went 
out of business, failed, were ruined, and that is the advantage of the tariff? But 
it you do not stick to real iirotection in itself, but give these prixlncers-lO to 60 
per ('cnt, then they are bent on mulcting the imblic. The great trouble is the 
tariff, and there you are.’’ 

C. Railway disiirimiiialions.- Numerous witnesses attribute the growth of combi¬ 
nations prinuirily to discriminating rates or other advantages given by railways. 
They declare iliat such discriuiinalions continue to exist (kcsjiite the'interstate- 
commcreeaet. As to the powers of the Interstate (.'ommerce Cominis.sion, see 
below. )iages 'rjil. Most of the evidence on this subject has already been sum¬ 
marized. In this connection witnesse.s refer to the effect of combinations among 
railways themselves. The evidemii on this latter iKiint is digested below, page 2518. 

Mr. Lockwood, iin inde)iendent oil tiruducer, declares that were it not for unfair 
rates and discrimimitions on railways the tiower of trusts would never have 
dcvi'loped. Such combinations are not themselves econotnical. They have no 
need to be when they receive .such railway advantages. In (rermany, where rjites 
are alike to ail, indetiendent oil refiners can mak'c iirofits. Men do not now 
dare to enter business in comjietition with great combinations foi'fear of some 
di.scrimination in tvansiiortation. (6111, .'tir?. Ml):;, :tl)!i; see .also Mr. Westci ATE's 
oinuion. :l,8'2.) 

The railways, the \vitness continues, harm throttled the laws of competition. 
They constitute one gigantic r;iilwa.y trust. They have become the ]n>litical dic¬ 
tators of the coiinlry. tu-ai tically controlling jiolitical liosses. legislators. Con¬ 
gressmen, ;ind judges. They manage the great iiarties in mauv of onr States, 
and arc corrniiting our fiublic affairs. (51111.) 

Mr. Rii'i!, an independent oil ri'finer, declares that after filing with the Inter¬ 
state Commerce (lommission general tariffs for imblic use the railways issue 
innumerable supplements, siiecial tariffs, circulars, etc,, which are filed indis- 
(irimmately, and which so amend the original tariffs that no one can tell whether 
there are inpijualities and discriminations oi' not. 

Mr. Rice also expres.scs the belief tha,t railway companies now resort to the 
device ot paying commissions to nominal a,gents for securing them barge ship¬ 
ments of freight from certain combination.s. They claim that such commi.ssions 
are not illegal; but. as Mr. Rice believes, they sometimes range as high as 50 to 
7o per cent of the tariff'rate. (727, 7;W.) 

Mr. R|(^!E (piotes from Franklin B. (.Towim, pri'sident of the Philadelphia and 
Reading Railroad, to the ett'ecjt that the railway is a iiublie highway, which has 
been granted the right of eniinent domain on the implied promise to perform its 
services equally for all citizens. There .should be the same eiiiiality as exists 
regarding the use of public roads. (740,741.) 
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Mr. Monnett, attorney-geiienil of Ohio, (leolartw that railways an<l pipe-line 
companies, when they are givi-n the right of eminent domain, are exercising gov¬ 
ernmental functions whhdi they could not exerci.-e without .special grant. They 
are bomid to act for the imblic g<.)od, and the Government should control them 
to that end. Their (-barters should bp revoked for violation, either by the State 
or by the Federal Government, according to the method of granting,them. As 
to int(‘rstate commerce, Oongr('.ss has the right to seize goods shiiiped in violation 
of law. and this is not too severe a i>cnalty. (iill). :U4.) 

Mr. Al.LE.N’.a lawyer ot St. Louis. helietVs tliat tlie power of trusts rests largely 
on that of railways. He citf's the Standard Gil t'oiuiiany especially as having 
grown u]) largely through railway discriminations. He bclieve.s that there is not 
one large shipper in titty who lias not made a. great part of his succ»,ss through 
special railroad rates. He ipiotes Mr. A. B. Stiekney, president of the Ghicago 
and Great Westei-n Railway, ijs declaring the danger of such discriminations. 
The retiort of the Interstate (!otnnii>rce Comniissioii for l.sini admits that,despite 
all its efforts, tariffs are constantly disregarded and discriminations continually 
occur. 

In several cases railroad coni]ianies themselves have become largely intere.sted 
in the production of commodities, and have been the sources ot .some of the largest 
tnists. The ownership ot coal mine.s by raib-oad companies is esiiecially dan¬ 
gerous. The witness quotes from the ojiinion of an English court, in the case of a 
railway company operating mines, that the rule has been established that railway 
companies must not carry on any other business, for the reason that, being armed 
with the power to raise large sums of money, they might aciiuire such a jireiion- 
derating influence over some branch of trade as to drive ordinary private traders 
out and create a practical monopoly. (IHMI. Il'.H.) 


II. EFFECTS OF COMBINATION. 

A. Aggregation of capital, and corporations, in themselves.—The discu.ssions of wit¬ 
nesses turn in part njxm the ipiestiou whether the mere coneeiitration of a large 
amount of c.apital. regardle.ss of any (ptestion of monopoly or combination of dif¬ 
ferent interests, is ityurious or otherwise, as well as ipioii tlie advanta.ges of the 
corporate form of organization. 

1. In mere agyregatioii of eupitol periiirioiix !'—Mr Dos Passos, a lawyer of New 
York, holds that ilie oppo.sition of many people toso-ealled eomhinationsis e.ssen- 
tially an opposition, not to a technical monopoly, hut siniiily to llie aggregation 
of capital in the hands of corporations. Tliis is the attitude of miixl disclosed by 
debates, party platforms, and public speeches. 

The witness declares, however, that the persons holding this view do not .show 
clearly, in the first place, how much caiiital is considereil siitlicieut to be perni¬ 
cious. No limit is drawn or can be drawn at one, two. ten, or one hundi'ed mil¬ 
lions. 

Secondly, those holding these views do not sliow wliether they eon.sider the 
aggi-egation of capital in the hands of a corjioration more pernicions than in the 
hands of a partnersliip or of an individual. Gan a different rule he adopted in tho 
one case from that in the othert 

Finally, the question is not answered as t-i the uses of aggregated eajiital which 
are to be considered pernicious. Sliall a coiiioratioii of jiioo.ooo.ooo capital he 
allowed in the railway or insurance business, but not in tbc maiuifacturiiig or real 
estate business? 

The -witne.ss believes that the only possible injury from tlio aggregaiioii of ' 
capital comes where the aggregation is aecomiiauied by monopoly. The problem, 
therefore, is to discover whether monoiioly e.xists. (11 hi. 11 tl.)' 

Mr. Dos Passos further argiu s that the stocldiohlei-s of large corporations are 
not necessarily a tew men of great wealth. The sliares are distrilmted among 
thousand.s of persons of small means, young and old. widows ami oqilians, trus¬ 
tees, and executors. The great hanking intere.sts especially, although they pro¬ 
mote these organizations, retain comparatively small owner.shi)) in them. 

The attack on combinations proceeds in part, in Mr. Dos Passos s judgment, 
from opposition to individual wealth as such. The incentive to wealth is a 
worthy one, and develops intelligence, conservatism, and other qualities beneficial 
to society. It leads to tremendous e.x<‘rtions of energy. The iiosses.sion of wealth 
is one of the greatest elements of stability in every country, and men of wealth 
have not only a right but a dutji to take an active part in rxilitical life. (1164- 
1166.) 
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Mr. Aj^len. a lawyer of St. Louis, denies that the true issue regarding indus¬ 
trial combinations is that raised by Mr. Dos Passos in which he attempts to con¬ 
sider the question whether aggregation of capital in itself is injiirious. Mr. 
Allen does not hims(df believe that aggregated (aipital is necessarily harmful, 
whetlier in tlio hands of individuals or corporations, nor has ho heard others 
claim that it is so. It is only where aggregated oaintal seeks to create a monop¬ 
oly that it becomes pernicious. Nevertheless, it is tru(.‘ that the cor]>orate form 
of organization, the most (ron.sxncuous method of aggregating capital, does give 
an advantages in competition wliich may readily aid in the de\elopment of 
monopoly. Tlie coriiorate form itself, unless properly regulated by statute, 
cloaks a dang«u’. 


As showing the enormous power of great aggregations of capital, especially 
where they already enjoy c/uisiderable nionoiKdistic power. Mr. Alhm refers to 
the iMmorted recent acrpiisition by the managers of the Standard Oil (jonii)any of 
oxc.<‘t‘dinglY (‘xtensive control over the gas ami electric i)laiitsof New Ym-k dity. 
It apX)ears tliat the Standard Oil interests havi* for s<uae time l)(*en large .‘■hare- 
hoku'i's in of tlie gri'at gas companies of that city, arnj that (hey have recently 
bought out the syndicate wliich practically controls all the eli'ctrk; light, heat, 
and pow.-r franchises. By this purchase it was helievc'd that all the gas cmuii- 
panies also could ultimately be lu-ouglit, under the control of the combination by 
reason of its superior strength ami facilities in competition. 

Mr. Allen iioints out fiirtlnu- that many great aggregations of capital’are 
engag(*d in essentially (piasi-iiuldic enteriirise.s. to use the jdirase emidoyed by the 
courts, ** affect(*d with a ]uibli(* interest.” Th('s(; enterprises ai'i* so imx>ortant to 
thei)ubli(^ that unri'gulated control by i)rivatecor]>orati(>nH is especially dangerous, 
and xuiblic supci-vision is essentially .instihisl. Hitherto the decisions of the 
coui'ts regarding monoiiolie.s luive largely been contiued to these ([nasi-jinblic 
coiqiorations. The extent to which tlu; notion “ affected with a xinblic interest” 
can be c.arviiMl is as yi'l uncertain. In the well-known case of Mnim r, Illinois, 
it was held that the fact that 14 elevators in ( 'liicago had x>i‘actically agi‘(‘ed to 
fix rates established a * virtual monoixdy,” and that the owners, having devoted 
their property to a use in wUicli tlie iiublic has an interi.^st, had, in effect, granted 
“to the public an interest in that use. and must submit to lie controlled by 
the public for the common good, to the extent of the interest” they had thus 
created. In a lattU’ North Dakota cuse it was held that an elevat<u* which was 
chiefly used for storing grain xmrehased outiaght by its owner, but wbicli was 
also ociaisionally used for .storing grain belonging to otJier iiarth's. was .snb.ject to 
a certain statute Jis being emxiloyed for a ijublic x^nrpose. Mr. Allen doubts 
whether the niaimiacture of an artich* of general necessity, such as sugar, can be 
considered as a (juasi-public business, even if a single corxioration controls very 
nearly the entire ontimt and is able largely to dictate iu’ices. (1179,1185,1188-1191- 


2. A(fraiif<(grs of corporaie orgonizofiou.—Ur. Dos P.xssos insists that the 
dto’elopment of givat corxiorations has been the natural result of the develoimient 
of imlustry and comnievce: that sucli coi'xau'ations luna^ been necessary instru¬ 
ments for a<‘(M)mplislnng tlui constantly growing tusks of industrial life, without 
whu'h we sliould not have reached the iiresent stag'c of advaiKHumuit. 

In this connection tli(‘ witness traces ilu* gradual (levcloxnnent of combination.s 
of energy and cax»ital through the partnei-ship and the limiti^d partnersliix) in^ 
to the coi'iioration. The disadvantages of the general x>artnershix). which existed 
as far back as the times of the ancient Greeks, ai'e thv^ liability of each x'urtner 
for all th{‘ debts, the dissolution ol' tlu* X)artnershi]) by the d(.*ath of any partner, 
and the necessity oi suing each of the jiarties rather than the x)artnershix>. The 
nmited partnerslii]> was^ tirst introdm^ed into this country by Pennsylvania, and 
enabled any iiartiier to limit the amount of his liability bv giving proper notice 
to the public. 

The large development of the corxiovate forju of organization, according to Mr. 
Dos Passos, dates from about 1859, when the rnilroad system fir.st began to be 
largely introduced. At first tlie tendency was to limit the amount of cajiital of 
coniorations, hut these liniits have gradually been exteiuled or riaiioved. 

The chief advantages of tlie corxiorato form of organization are x>erpetnal suo- 
cessioij r(*gar<lless of the life of the individual, limited liability of the stook- 
holdors for the debts of tb(^ coriioratioii, the ready transferability of interest 
in the corxioration through the use of stock cei’tific'ates, and the x^^ssibility of 
aggregating caiutal from many sources for a single enteqjrisc. In connection 
with the last-mentioned point the witness esxiecially emphasizes the convenience 
of the form of corporation mortgages and bonds. A single individual or a few 
individuals would not have sufficient funds to lend to a great corxioration, nor 
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would they be willing to risk the large; sums n(;c‘i;ssary uiKin a single venture. By 
the device of mortgaging the (;ori)oriite iiroperty to a tnistee and .selling numer¬ 
ous Itonds under the security of this mortgage the loan is obtained from many 
ditforent individuals. (I I Ki-' 11411.) 

Mr. Stktson. a lawyer of New York, (|Uoled. as stating his own opinion as to 
the advantages of corporations, from (look on the law of coi'iioratiops. to the 
effect that t)artncrshi]is have been found clumsy, dangerous, and ineflicient for 
condm'ting large bu.siness<;s. There are many disadvantages. It unsuccessful, 
ruin is brought uiion all tlie members, becnuise eacdi ]i.artuer is liabh-absolutely 
for all debts. Any member ihay biinl the firm. The partniu'ship may be dis¬ 
solved by the aclion of any member, or by death. Tin; iiartnership is restricted 
in its ca|pital, anil narrow in its e.'iclusion of new members. All thcsisulisadvan- 
tages disapjiear in the corporale form of organization. The business is done, not 
by any menibi'r of the corpoi'afion at random, but by a, few chosen directors. 
Large caintal is created by the union of funds from many sources. The organi¬ 
zation has iicrtietual existence, and can not lie interfered with by Ihe death of 
stockholders or their withdrawal. The members are not lialile for the debts, and 
there are many other points of advantage. (!W1.) 

B. How far aro monopoly and consequent abuses possible. Competition.—Oertnin wit¬ 
nesses deny that there are at pie.scnt any gcmiinc monopolii's in this coniitry, or 
that, even in the alisenec of legislation, sueh a m'liiopoly can he inaintniued for 
any length of time. Any iitteniiit to raise ]irices unduly, leads, in their opinion, 
to competition. This posilioii is denied liy oilier witnesses. 

1. Are ■■trusts" no loinirr r.ristvnt /—Mr. Dos Passos declares that trusts in the 
technical scn.se. as eomliinations of cafiital, no longer e.xist in this country, hav¬ 
ing been discarded hccanse of the coiidcmiiiition of tlial form of organization by 
the courts. The old trust was, in c.ccordatiec with the customs of law. an 
arrangement by which the legal owner or holder of property was hound to act 
for the benefit of the real owner or henefieiary. The trustees of the shares of a 
numlicr of corporations were lioiuid to operalc them for the lienclit of the share- 
holder.s. They issued trust certificates entitling the holder to an interest in the 
proiiertip.s of all the eompanies. The advantage of this form of comhiiiatioii, as 
distinguished from complete consolidation into one corjioration. was its ciim- 
Tiavativo secrecy, and this the witness considers legitimate. Noonee.xcept the 
beneficiary needed to know tliat the trust agreement had been made. (1141.1142.) 

Mr. Ai.LEX. ri'iilying to the above evidence of Kfr, Dos Passo.s. extiresses the 
opinion that the word " trust ’’ has eome to liave a definite meaning, and that it 
Uoe.s tleserihe a ela.ss of organizations which actiinlly possess monopolistic power, 
and which ought to be rciircssed in various ways. 

Historically speaking, the early trusts under the English law wiu'c largely 
intended to ena.lile corjiorations. es]iecially religions bodies, to secure perpetual 
control of large amounts of property. The essentinl ob.iect of the trust agree¬ 
ments which WIU'C formed in the Ifnited States, especially during the SO'.s, was to 
fix prices and limit jiroduriioii. Since tlie.so purimscs were contrary to law, it 
was natm’al that this form of organization slnmld he cmiiloycd in order to ju'e- 
vent peojile from knowing th" secrets of the trust. This last purpose, which Mr.. 
Dos Passes coiisidcr.s laudable, was simply the result of the illegal eharacter of 
the combination. 

Mr. Allen admits that the decisionsof Ihe courts against this form of organiza¬ 
tion have rendered the technical use of the term trust no longer applicable tc 
existing eomliinations of caiiital. But the conende thing which is understood by 
the word in potiular siiccch may he defined, according to Mr. Allen, as "a combi¬ 
nation of financial interests, formed with the intention of ci'eat;in,g a monopoly.” 

A trust must thus have an element of coinhination, of bringing together different 
individuals or bodies whicii had formerly ,'ompetcd in Inisiness, in order thus to 
control industry and crush mit; those who venture to stand against the combina¬ 
tion. The early comhinations in the form of pools having hccii foiiinl ineffective, 
and also having been held coni rary to law, and the succeeding technical " trusts ” 
having been condemned by the courts, the modern form of trust, the consolidated 
corporation, including numerous formerly separate establishments, has been 
developed. 

To constitute a trust there must lie a distinct intention of creating a monopoly. 
There are, undoubtedly, combinatimis of capital which liave not this intention, 
but Mr. Allen believes that the pui'iiose of monopolizing has hiien jirescnt in 
the formation of the larger number of recent comhinations. There is no other 
conceivable advantage to be gained by uniting plants engaged in the same lines 
of indu.stry in widely separated places. (1178-1183.) 
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3. Are there tnty v.nHt'uKj Mr. Dos Paksos iiiamtmjts that thero 

are at i>] esent no monopolies i7i the stiict le;,^al and etynadoKical sense of tlie word, 
asid(' from Uiose f^o-anted by patents for- n(‘\v inventions. A monopoly is defined 
to b<‘ an exclusive privih^j^e of traflie. Such a pure niono})oly can *b(‘ obtained 
only by <.,a-ant of Kovernnimit. Such ^nints W(‘re fnsjuimtly niade in Enj^land, 
especially durbij; tlie time of ElizubcilK but they do not exist in the United 
States. Special JW' somc'jimes madi' by Slate and national legislatures, 

which cunistitute a monopoly in a certain sense*! Hut such charters are usually 
limited in time, and of latei* years have bta*n made revocable, while most States 
have general hi.ws ha* iiieoricoratioTi. Noi an* tle-iv. 3Ir. Dos Passes apparently 
thinks, anyvirtual mouo]M)li<‘s.” (IM4. ll-la. llao. 1151.) 

Mr. Ai.jj’N. in op[)osition to Mr. Dos Passes, In lieves Urii, then* are ati>resent in 
this (‘onntry various important monopolies, and deelaic's that the* courts have in 
various cases declart'd sueh luonopcdies to exist. 

Th(! witness cites tire deeishnr of Judge* Harrclt in tin* sugar rase in New York, 
deehmng that a combination which has a tendency j,o prevc'iit competition and to 
control prices to the detriment of tln^ public is a inuuopoly, (*\ (‘n tlimigli it be not 
a p(‘rmanent or (;omp](*t.e monopoly. •• The (pu'stioii in tin* end is. D(K‘s it inevi¬ 
tably ttaid to public injury. " 

Antipathy to imrnopolyis dc(*ply rorrted in Ihe iiumaTi heart, and it is (piite 
immaterial whether the monopoly i*xists through pulilie- grant or simnlv as a 
matter of fact. 

The antipathy to moii()poly is shown hy <i haig sc'iies of statut(*s jind court 
decisions troni the earii(*st times. Tin* witness cited,esp(*eiallv. various d(*cdsions 
of the English courts, some going Iraek several liundred years. For exam]>le. in 
the ease of D'Arey r. Alh'in. the court held tliat a grant by (i^neeii Elizahetli of 
the exclusive privih'ge of niJiimi'acliiriug and importing playing cards was void 
as against cojjimon law and acts of Parliament, because tending to the public 
injury, whereas the Quet*u had iutemh'd it to }>e for the public weal. 

Mr. Al]«*i) (*s])ecially (h*ui(*s the stat<*meut <»f Mr. Dos Passos that monoirolies by 
public grant do not exist in tire Umt<‘d States. Tin* franchises granted by 
Nalhjnal. Stat(\ and ninnici})al governments to railways, water companies, and 
vanous oth(*r coriroratioiis are ess('ntially monopolistic. 

The witness cites ijumcrous n*cent decisions of the Unib'd States courts declar¬ 
ing tin* existence of monoiMrIies and rt*straining th<‘m eitlrer mnh'r the coniinon 
law or under sla1nb*s. Tlie case of Munn c. Illinois, above referred to. is men¬ 
tioned in libs (•(umection. That eas<*. in spitr* of some e?-iticisni. has been gener¬ 
ally followed and may In* eonsitlered tin* law of the hind. 

In an Ohio suit against tin* Standard Oil Tj-us1 the court held that the claim 
that that eoiulnnati'rn liad improved the «inalify and eln'airened the cost of tul to 
the eousuiiier- was not, a valid ph'a. Sneh is not the usual ri'sult of mono])oly. and 
it is tile ]K)licy of tli<* law to r(*gard wliat, usually does hapnen. Temporary reduc¬ 
tion of price may havi* h<M*n m'ci'ssary to crush eompetitiou. 

^ In the Knight ease, in IS;4, Mr. Justiei* Fulh*]-, wliileholding that the American 
Sugar Ib'tiuing (’ompaiiy did not violate tin* Federal antitrust law of ISiM), con¬ 
ceded that a, mono])oly existe<l, declaring (liat all a,ullionties agree that it is 
Hiiffieif'iit to sliow that a. eomhinatiou ri'ally tmids toward monopoly and toward 
depriving the puhlie of tin* advantage which Hows from frei* (“ompetition. 

riu* St. Louis eiuirt of appeals in IHhh <leeide(l tliat the National Li’ad Company 
was a eomhimition in restraintof trade as defined hy the "Missouri statute, and 
upheld the detensi* made hy a customer who refused to pay for a hill (»f goods on 
that gnuuid. The iiM*tliod of formation of the corporation itself, under the stat¬ 
utes of New J(*rsey.was such as to imply a purjiose <ir inti*ntion of creating a 
monopoly and sujijiressing (^onipi'tition. 

Wherever, Mr. Allen concludes, tin* i.ssue has been sipiarely presented to any 
Federal or Stat(; court, ami wli(*re tbe pur]7ose and ti‘ndt*ncy of any combination 
toward a “ virtual monopoly “ has lieen pr()V(*d. the principles of tlie common law 
have l>een a])plied and tin* (uuuhination held illegal and void as in restraint of 
tnide.^ (11N:>-IIHT. HUT.) 

J. (Umipctitlon (7.S* a rcmcf7///or vnmopohj. —Mr. Ru’K. an inde]>emlent oil refiner, 
believes fluit even though tln^y receive no advantages in shijnnent of goods, the 
gi’eat capital of luodern combinations, largely Hcquired by unjust methods, 
eiuihles thmu to ah.solutely destroy other (^ompi*Htors hy ciilting prices in places 
where they s('i*k to obtain a foothold. Ho sees no ultimate remedy but the 
of thes(? combinations by tlie forfeiture of their charters. ‘{780.) 

Mr. Dowis. presi|.h>nt of the Cknamendal Travelers' National League, declares 
that conipi^titors of comhinations, lacking snffiident ca])ital. or not tieing able to 



220 INDUSTKIAL COMMISSION; 


■DIGEST OF EVIDliNCE. 


compote over tlie entire fiotd. are likely to be driven ont of Imsiuess by undersoll- 
ing on the part of combinations, wliicli afterwards recoup themst‘lve.s by raising 
prices. (;1T. .’W.) 


Mr, McNpi/r.r. receiver^ of the Distilling and Cattle Ft'eding Company, does 
not believe that eiiuiliinations are dangerou.s or can long cmitrid price.s and out¬ 
put wher(! the capital i’ei|uir(Ml for coinjieting, as in the distilling business, is not 
large. The only way such a combination can then control tln^ market is by i»ro- 
ducmg at a lower C{>st_aml^ keeping down jirices, in wbich case it is beneficial. 
But where a combination is formed in lines reipiiring large capital, as in iron 
and steel, it may raise prices axd control tJie market; com]ietition is not a suffi¬ 
cient remedy and the results are very dangerous. Such combinations .should be 
literally crushed by law. They are a menace to our form of government,, and it 
is an iniierent power of government to prot(H*.t its people from oppression. (1117, 
337,340.) 


Mr. Dos P.vssos declares that the natural laws of trade are sufficient to prevent 
.any such monopoly from lasting. Every effort which has bisni made to corner 
any article of coniinerce has faileil; witness the recent attempts at corners in 
breadstuff's. The ni'iimuit a business ceases to lie conducted in a conservative 
manner^and undertakes to rai.se prices unduly, oubside capital is invited into the 
field.. The new competition whicli the sugar trust has encountered from time to 
time is cited as a remarkable proof of thi.s po.sition. (11 tl. lU.a, 1 l.ll). ll.al.) 

Mr. Thl’RUKK thinks that combination ca.n not abrogate lannpetit.ion but ele¬ 
vates it to a higher plane. The amount of disposable (;api(,al is so great that 
where\(er more than a reasonable profit is obtained, competing capit;il flows in 
immediately and brings profits to a ininimum. The only trusts whicdi have 
prospered tor _any lengtli of time are those conducted on a farsighti'd basis of 
moderate profits. The witness cites as illustrations of the effect of competition 
the experience of sugar, coffee, strawboard. starch, and wire-nail combinations. 
(614. 617.) 

Mr. Smith, pre.sident of the Wholesah; Groi’ers* Association of New York City, 
declares that practically there can be; no monopoly with power to raise prices 
unless in some highly adverti.sed special article which peoide dmnand on account 
of its name and brand. New capital is always ready to come into an industry if 
there i.sa prospect of profit, and combinations must'accordiiigly keep profits and 
prices reasonable. They may. indeed, become able to undersell smaller producers, 
but this is chiefly because of their economies. The witiu'ss consi(lei's legislation 
unnecessary. (68-73.) 

Mr. H.vvemkyek declares that the only way tor a combination to prevent com¬ 
petition is by keeping prices below the competitive point. (lOd-lOfi.) 

Mr. Stetson, a corporation lawyer, believes industrial combinations, aside from 
railwaysand similar tpiasi public corporations.can not escaiic competition,either 
present or prospective, and that if they do not keep their profit.s reasonable their 
business will be taken away from them. (1180.) 

It is implied also in the testimony of v;irious officers of corporations as to the 
policy of their organizations that only by economy in production and lower prices 
can com])etition be prevented. Mr, G.vky, president of tin; Federal Steel Gom- 
pany, lielieves that competition will be a sutficlent rmnedy f'<tr abuses in regard to ' 
all combinations, especially if a certain degree of (mblicaty is secured by which 
knowledge of e.xces.sive profits may be obtaineil. (lObI.) 


C. ^ects of combination generally.—Most of the evidence as to the effects of com¬ 
bination will be found under the different combinations .specially investigated. 
This is particularly true as to the evidence concerning the evil effects of combi¬ 
nations, their tendency to enhance prices to consumers, and to injure competitors. 
Several general statements are made by witnesses as to the advantages of combi¬ 
nations. which are summarized below. 

1; Effect of cmnhinatioihi (HI prodiiccn of niw material.—Mv. Thuuukr believes 
that combinations are injurious to producers of raw materials as such. The 
number of buyers btung reducisl, competition is lessened and t)ric(!S lowered. The 
American Sugar Kefining (,'ompany especially has secured lower rate.s for raw 
sugar. The Standard Oil Company has been more lilieral, and, perhaps, paid as 
much for criide oil as more numerous refiners would have done. Farmers and 
miners, as chief producers of raw materials, are less benefited by combinations 
than the more strictly consuming edasses are. (13, 18, 32.) 

Mr. Lee, president of the independent oil producers’ organizations, believes 
that when a company secures practically a complete monopoly of manufacturing 
any article it has the producer of the raw material absolub ly iii its power, and 
will leave him little margin of profit. This is illustrated by the Standard Oil 
Company. (279.) 
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3. Effect on mfliridtud initiative. —Mr. Dowe, jireBident of the Conmiercial 
Ti’avolIt'Vis' National League, believes that undi'r coinhination oi)jKirtmiiti(!.s for 
advancement from the laboring to the middle class or from the middle class to 
the highest position.s no longer exist. The great superiority of our country 
hitherto has been its equal opportunities, securing -the possibility of rising by 
ability. Tlu! middle class is fast disappearing, and we shall be left with the 
extremely rich over agaimst the extremely ixior. Tlie individuality of citizens is 
worth more than lowering of prices. The saving, if any, from comhinution is at 
the expcteso of the intelleid, strength, and moral (diai'acter of the great mass of 
the people. (114, lit).) 

Mr, Lockwood also believes that the tendency of combinations is to put tiower 
into tlio hands of a few. making the mass of the people ilependent and hence 
subservient, (dttl.) 

Mr. C]„\KKE, an independent distiller. eoiisidiTs the effect of combinations on 
imlividual enterprise and character their chief evil. (IStt. li)l.) 

Mr. Moore, who has orgamze<l several combinations, testilies that so far as the 
previous oilioers and managers of esteblishinents entering the (vunbination prove 
themselves effi<uent, they are retained, practically in charge of the same plants as 
before. There ar(^ not enough good imm to go around in positions of responsi¬ 
bility. (.)n tlu^ other hand, there art^ many older men who have invested in hanks 
and in other permanent investments, amt who are glad to retire from active life. 
Yoitnger men are now running these great industries. (ilfiT.) 

Mr. Thl'RHEH believes that it is undoubtedly difficult or imjsjssible for small 
manufacturers or dealers to C()mi)ete independently against great combinations. 
But when thrown out of separate business, though there may be some cases of 
hardship, most can find opportunities for proper use of their abilities and for pro¬ 
motion as employees or officers of great companies. Individual capacity is no 
more prevented from expressing itself by industrial organization than by military 
organization. The ablest naturally become leaders. (7, (i, til. 18.) 

11. Relations of cumhinatiotu and labor. —Mr. Thcrbeb expresses the omnlon that 
the general effect of combination on the laboring cla8se.s is beneficial. During the 
past decade organization of labor has piviceeded more rapidly than that of capital, 
and wages have increased while profits have decreased. Generally speaking, tnists 
are likely temporarily to reduce the number of employees if not to reduce wages, 
but ultimately they widen the markets for products and increase employment. 
The oil and sugar trusts have never had trouble with their labor. (.5,33,34.) 

Mr, Smith, president of the Wholesale Grocers' Association of New York City, 
believes combinations are benefiiual to labor. Tlie interests of labor and capital 
are Identical. Workmen are the first to be benefited by the creation of great 
enterjirises through the labor which is given them. The witness believes that 
laborers get two and one-half times as much food, shelter, and clothing as 80 
years ago. (60.) 

Mr. Lee believes that great combinations undoubtedly tend to displace labor 
and ultimately will doubtless tend to reduce wages, although at present the 
trusts find it good policy to keep their men friendly. The witness does not believe, 
however, that they jiay higher wages than indopemhuit employers, although they 
doubtless pay high salaries for tlieir superintendents and department heads. 
Ultimately the cffi'ct of combinations is to give the employers tar greater control 
over labor. The man who is .skilhsl in one business can not, if discharged, find 
any other emiiloyment. A combination can close one or more of its establish¬ 
ments for the purpose of coercing laborers, and can keep up its profits by increas¬ 
ing the price of its products. In this way workimui will he made more dependent 
and subservient. Their only hidp is thorough organization. The witness cites one 
instance with which he is familiar, of a man discharged by the manager of one 
plant in a combination, as to whom notice was given to other managers that he 
should not be employed. He was out of work for one year. Trusts have not been 
long enough in existence to fully demonstrate their influence on stability of 
employment or on the conditions of labor. (388-3tl0.) 

Mr. Dowb, president of the Commercial Travelers’ National League, admits 
that some trusts have advanced wages, but thinks this has not been due to gener¬ 
osity hut to policy through fear of public disaiiproval. When one organization 
controls iiractically all establishments throughout the country, it can close any 
one in order to resist demands of laborers in it, supplying the market from its 
other plants. Thus the American Linseed Oil Company, liaving 35 mills, could 
easily close down one or more. (38.35.) 

The effect of combinations in displacing commercial travelers is referred to by 
several witnesses. Mr. Dowe believes the number of commercial travelers in 
the country to be 3.50,000, although the census figures of 1890 are only 410,000. 
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More t-liaii 67.000 are iiieinhers of organizations. There are 36.S.00!) inanufiuOnrinK 
and wholesale concerns, and many employ ]arp:e numbers of salesmen. The wit¬ 
ness estimati's that 000 sale.smen have been thrown <mt of employment by the 
organization of trusts and S.'S.000 reilneed to two-thirds thiir previous salaries. 
This would rei>resent a loss of $60,000,000 in salaries on a ha.sis of $1.^00 each. 
The witness (died instances of the baking-powder, bicycle, chair. pat)erd)ag. rub¬ 
ber. tin-idate. steel and rod. sugar, coffee, leather, threail, and type-founders’ 
combinations. Uniler eoini)etition salesmen are necessary to push goods, but 
under combination dealers must buy from the trust, anil goods can be sold with¬ 
out sidesmen, or at least by vhuskilled men a,t. low salaries. Thus the baking- 
powder trust has replaced men at .$4,000 or .$o,000 a year by others at $1$ jier 
week. In a few instances sah smen may have been talien into the centi'al offlce.s 
at higher salaries as a matter of iiolicy, but usually, if taken at. all.it is at a lower 
.salary. Men thrown out, especially the older ones, find great difficulty in secur- 
ingofher employmi.-nt, since they aie siieeialistsin particular lines. The di.splace- 
ment of traveling men reiiresents also large loss to railways, amounting, on the 
e.stimate that each traveler sjiends ,$‘.>..70 per day for 210 days each .year, to 
§37,000.000: while the loss to liotels would be at least as mucli as to railways. 
M.any hotels are likelv to become bankrupt it more travelers are taken off. 
(37-:J6.) 

Mr. Au.en. a lawyer of St. Louis, considers trades unions as freiiuently coming 
strictly under his definition ol‘ trusts, as combinations of financial interests formed 
with the intention of creatin.g a monojioly. There can be no doubt that some 
of these seek to ciintrol the .sipiply of particular classes of labor, and thereby 
interfere with individual liberty of workmen and others. The mere attemjit 
to increase wages or to securi' other advantages for labor is not re]U'ehensible but 
praiseworthy, and the trade union becomes in.iurious only when it seeks monop¬ 
oly. Many unions have been conducted with great discretion, and have done no 
substantial injury to others. The witness concurs in the attitude taken by the 
courts in Enghiud and the United States, recognizing the nei'essity of combina¬ 
tions of lab-ir under existing conditions, and especially in view of the centraliza¬ 
tion of capital. (llttS, I I'.lti.) 

Mr. Ha VEitnYKR at first stated that •• trade organizations and strik(-s " tend •’ to 
reduce all labor to a low level;" that they " t:ike the independence out of a man," 
and arc not an .advantage to the working class. He admits, however, under ipios- 
tioning, that a similar effect in destroying independence may come from coinbi- 
nations of capital, and also that if laborers did not consolidate" these cor])oration.s 
would run them out of e.idstence;''and th-it they have ini-reased their earnings 
under combinations, though it is not clear here whether he rofei's to labor or 
oapitali.stic c imbinati-ms. (11)1,11!).) 

4. Effect of combiiialionn on, prirr:i <iml coat of proihiclion. (icii.eral odcaiiloges 
and dmadvantatici. —Few specific statements regarding the effect of combina¬ 
tions on prices are made by the witnesse.s. aside from the statements relatin,g to 
individual combinations investigated, althou.gh statements of the latter class 
often imply the belief that effects similar to those met with in individual cases 
.are likely to be found generally. A few witnesses do express general opinions to 
the effect that combinations raise prices, while others reply tliat the eciuiomy of 
production undei- combinations permits the reduction of prices. See also evidence 
summan'zed above as to the rehition of combinations to comiietition (p.2tt)). 

Mr. Dowe, as president of the Commerciiil Travelers' National Ijcague. has 
investigated tlie .attitude of traveling salesmen, having received the oinuions ot 
about 6,00)) in iinswer to circuhir letters or by conversation or through !igeTit.s. 
Only two of these have defended trusts. The gi-eat body believe that thi-y !u'e 
not only detrimental to commercial travelers, but dangerous and demoiuilizing to 
the coinmunity, tending t-) increa.se jii-ices. previ'ntcom)ietition. ibive out middle 
men and smaller iirodiiciu-s, and increase speculation. li"solutions to this effect 
proposed before the Travelers' Pi-otective Associiitiim, Imwever, were tabled 
through fear of offendin.g employei’s. They woie Tint discuss(.id fully on their 
merits. This organization, moi-eover, i))cludes only bt.Ot))) membei's.and does not 
represent all travelers. 

Mr. Dowe further testifies that he has ascertained thi-ough correspondence with 
travelers for numerous trusts the precise inc)'e.ises in prices due to combination. 
Among others the following are )ioted: Iron ipi[ie. iuci'Oiise over 100 per cent; tin¬ 
ware and enameled ware, about .'14 per cent; brass goods. 60 per cent; rubber 
overshoes, 14 per cent; tin plate, about 40 iter cent; clocks, 60 per cent; piiies and 
brushes. 13.1 per cent; combs, 71 per cent; while other tru.sts are about to inci'ease 
prices. The trust in news paper advanced the prices from 1} to 3| cents per pound, 
at firjit on the pretense of increased demand owing to the now.s of the Spanish 
war, but it has not been reduced since. 



GENERAL ASPECTS OP COMBINATIONS—CAUSES, ETC. 223 


Mr. Dowht admits, however, thateoinbijiation undoubtedly niakcss savings in the 
(^ost of the production of soTiie particular i>rodiicts: for instance, thnmgli l educ- 
tion in salaries of traveling men and of officdals. But these savings are at the 
exijense <A‘ general welfare, 

Mr. RocKEFpa.i.ER, presi<leiit of tlie Standard Oil Company, t(\stifit‘s that mod¬ 
ern industrial combinations secure “all the advantages wliicli would be derived 
from tli(? (5oop(‘rati(»n of persons ami aggregation <jf capital.” If (*(K)i)eralion, or, 
what is tli<' same thing. <M)nibin}j,tion. is necessary on a small scale, the limit 
dep(;nds solely upon the necessitie.s of bnsiiu‘ss. As the bnsine.ss grows in size 
more persons and iji<»re (;apital must be taken in. iln! partnersliip must give way 
to the corporation, and, o\^ing to the division of this country into numerous States, 
separab^ corporations must be organiz(?d in ditferi'iii: Sta,t(‘s ninler united (smtrol. 

Tlie cliU'f ad\;intiiges of combination are snmmnrized by Mr. Rockef(*ller as 
follows: 

(1) Command of necessary ca]utal. 

(2) Extension of limits of business. 

(;J) Tucr(‘as(‘ of number of persons interested in the busiiie.ss. 

(1) Econojuy in the business. 

(d) Improvements and economics wliicli aia* derived from knowledge of many 
interested pers<ms of wide experience. 

(t{) Power to giv(‘ tlie public improved products at less prices and still make a 
profit for the .4<)ckhohlers. 

(7) PiTinanent work and good wages foi’ laborers. 

Thi‘ disadvantage's or dangi'rs to the ]>ublic which iu:iy arise from combinations 
are stati'd by Mr. Rockofidler as follows: “ That the power conferred by tlie com¬ 
bination may Im' almsi'd; that combinations may lie formed for s}KH:ulation in 
stocks valh 'r Ilian for conducting husine.ss. and that for tliis jsnrpose prices may 
he toiNporarily raised instead of loweri-d.” But the jio.ssihiliiy of aluise is no 
more an a'‘gnm«?nt against eomhination than the fact that steam may {‘xplode is 
an argument against steam. 1 ’Ih' nliuses can he minimized, the witness lielieves, 
by proper legislation. (7‘.k>. 7t)T.) 

Mr. Smith, prc.sident of the Wiiolesale Grocers' Ass<K'iation of New York City, 
believes tiiat great aggregations of capital, whether railways or manufacturing 
corporations, can ])rodiico mucli more cheaply than small ones. They have in 
fact cheapened I'verytliing gj'catly. then'hy increasing the wants of tlie people 
and increasing em])loym(*nt. (OS, 71,7-’.) 

Mr. Gary, president of the Federal Steel Company, bidieves that combinations 
and aggregation of ('apital. if certain possibilities of abuse be checked, are bene¬ 
ficial in clK'aiKuiing production, increasing employment, and extending foreign 
trade. (H)lil.') 

Mr. Tfii RUKR stau's that he was formerly prejudiced against trusts, but after 
tborongh study hi'canu' convini'i'd that they art' a mitural and nt'cessary eco¬ 
nomic development, and bt'neficial to the gtuicral puhlit^ They rtMlnce prices to 
eunsumer.s. excessive prices and ])rotit.s defeating tht'instdves by inviting emnpe- 
titioii. Hie time bthug. competing maiinfacturcrs and flealer.s and some 

employees maybe injured. In the long run more wealth is produced, ami it is 
mort' widely distributed. (4, G. 18.) 

Mr. ARCJiaoiA), viee-presidf'iitof tht' Standard Oil ( 'ompany. believes that gi’eat 
aggregations of capital are a iialural outgrowth of modern industrial t'onditions, 
that th(‘y art^ ht'Ut'ficial to all classes, investors, consnnn*rs, and hiborers. and that 
th(>y art* espt'cially etlicit'iit in extending foreign markets. {atV^.oGrt.) 

Mr. Havemeykr. prt'sident of the American Sugar Reiiuing Company, declares 
that corporations art.* undt'i* no obligations to the States, hut the reverse. Hos¬ 
tility to caiiital drivi's it out of State, increasing tax rates and injuring bu.siness. 
Trusts art.' “ mit in tht^ business foj- tlitur litMiUh,” but if all were coiiductfd on the 
samt; pj inci])les as the sugar trust, tlit' people would iirofit by having all articles 
controlled by trusts. Tlit5 trust ui(!ans the survival of tlie tittest. controlling the 
Ix'st brains and management. The day of the imlividual has passed: if the mass 
of tln^ YH'ople protit at the expense of the individual, tlnmndividual should and 
must go. (I0;l-106. ITl. bio.) 

Mr. Mooui'’,, who has ttrganized sevtu’al combinations, ht'liovt's that they are 
advantageous generally. liaboring men are coming to favor them since the 
combination can afford to pay huger wages. The cost of production is reduced 
and prices thus ro<luce<l to tin? consumer. Tlie witness cites as an example of 
tills latter result the Diamoml Match Company, whose output is constantly 
being reduced in price. (005.) 

Mr. Olaukk, an independent whisky distiller, believes that the people are less 
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iniui-ed by tlie effect of combinatioiiH on prices tiian by speculation in stocks 
alia by loss of indivubiiility of fonner owners of plants. (, (luibiiiations of oAP'tal 
render possible eiiterin-ises wbicb no individual or suiall company could uiulei- 
take. 'f'iiey make e.xperiments and improvements. We are not likely to have 

coiin)otiti')u (*rush 0 (i. I'M.) . 

Mr. Dos P.issos.a lawyci- of New York, believes that larfto aff^-e.ctations 
capital in tin* form of great comliinatioiis are highly beneficial. It a combmat 
tion. through slrillful nianagemeiit. without the violation ot 

is able to become snccesstnl in business, no envy or pie.pidii i should be allowed 
to destroy it. The destruction of corporations means the destruction of the pies- 
ent comiuercial system. Until the opponents <'f e'’Uii>ination.s mid cwponitmiis 
show affirmatively that they have .struck an indispiitalilc blow at put libeitit,s 

and institutions, it is futile and uiinece.s.sary to legislate. .t,-™ 

, Mr. Dos Passes believes tligt. any mischiefs wliich may arise trora combination 
of capital are incidental iptestions of detail. In face ol the e.vtraordinaiy c mi- 
mercial development of this country, and in lace ot the prc.sciit 
impossible to say honestly that the recent devcloimient ot these industiial com 
binations has been an evi’l, nor does the witness believe that specific evidence t 

^''lUs*^'trne^that individuals have suffered, especially those who find 

unable to compete with the. larger production and improved methods ot e'mUnna- 

tions. But the •• greatest good for the greatest number must be the test ot the 

iustice of any in.stitution. , , , ■ t +i.,. 

^ Mr. Dos Passes epiotes the conclusions stated by the chainnim ot the Chicago 
Trust Conference to show that the evils which that gentleman believed ti > be 
were chiefly incidental and open to remedy. The specific proposals ^ 

made are for the most part approved hy Mr. Dos Passoa. (11.)^, Uoo, I loo 
0 Distribution of wealth.—Mr. Thdrber eonsiders it advantageous 
large masses of capital concentrated in able hands Equality in 
weSlthis imposs,sble, and if o>me estabhshed wimUl endure but a niome^^^^^ 

in fact the tendency of trusts is to distnlmte wealth '“'I'* ,„^',7Sled 

combination the number of partners in maimtactnring films 
than the number of stockholders at present. Tlie companies which ( iiterea the 
Sugar Refining Company contained only a* members; now there are thousands of 

D(w*Passos also I’naintains that the organization of large cm-porations tends 
to distribute the ownership of entei'iirises among numerous stockholdeis. (Il4d, 

^^V. \ntltience of comhination« on legislatures, courts etc.—Mr. 

nendent oil refiner, believes that the great combmatioiis have^ prac tical iontrol 

of State legislatures in many cases, and that public officers and 

or less under their influence. Were it possible to enforce existing antitrust and 

LitoSdmhiation acts effectively, further efforts against combinations would 

scarcely be necessary, but such enforcement can not be secured. The 

refiners have applied to the Attorney-General of the United States at different 

times for prosecution of the Standard Oil Company, but their letters have been 

ffigwnholed. They have had the same experience in atolying to the governor of 

Transylvania to prosecute the monopoly. Even when the corporations arc sued 

before the courts, their officers refuse to give testimony on the ground that they 

will be incriminateil, and in various ways they indefinitely prolong litigation. 

^LocKtvoop, independent oil producer, also thinks that great corjiorations 
have braome the politiJal dictators of, the country. They control bosses, parties, 

and through them legislatures and officers. GWl.) • ,• -.i _ ,1 

Mr. Dos Passos admits that there is great 
legislative authorities by gi'eat combinations of capital. But lie believes that no 
otfer remedy than existing statutes agaiirst direct bribery and corruption is fea¬ 
sible It should be remembered also that corruption is often provokeil by dema¬ 
gogical attacks on coriwrations. It is generally believed that no corporation ciin 
get even proper and necessary privileges from a legislature without lobbying. 

^^M^ Gaby testifies that the Federal Steel Company has not sought in any way 
to influence politics or elections, that it has declined to contribute campaiCT 
fnnda and that no influence is exercised on the vote of the emplo.vees. All of 

7 exit in fostering speculation. — Mr. Thurbeb believes t^t the tendency of 

combination” IS undoubtedly to bring a large proportion of flidustries miderspec- 
ulatte^Xrce in inevitablo. Speculators will have to educate 
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themselves as to a variety of industries, and meantime industrial stocks are likely 
to have a checkered career and to suffer many crashes, but bankers and brokers 
are actini' cautiously in loans and marginal accounts on the.se new stocks. 
(7,19.20.f 

Mr. Dowe, president of the Commercial Travelers’ National League, declares 
th.at the promoters of trusts usually come from Wall street. The .specula¬ 
tive mania leads to the floating of trust stocks, often largely watered, at inflated 

E ri(^es. Sudden increases in prices of commodities are partly intended to manipu- 
»te stock markets. Speculation is likely to cause the downfall of many trusts. 
(26-28.38.) 

D. Eehato system.—The impression prevails among some persons, as was shown 
by the evidence, that a common device of combinations for maintaining jirices 
and controlling industry is to sell gofsls to wholesale dealers, granting them, after 
a certain period, a rebate, provided such wholesalers have not sold the goods at 
less than fixed prices. Sometimes, it is thought, a further requirement is made 
that the wholesaler must handle exclusively tlie goods of the combination, as was 
shown to be the case in the rebate sy.stem adopted by the whisky combination. 

Mr. Smith, president of the Wholesale drocers’ Association of New York City, 
testified on the other hand that the rebate sy.stem is usually intended to protect 
wholesale dealers from excessive competition among themselves, and not to enable 
the manufacturer to maintain high prices or exclude competition. The witness 
considers the system just, since otherwise whole.sale dealers, under modern con¬ 
ditions, are forced to handle a large proportion of their busine.ss entirely without 
profit on account of exmissive competition. This difficulty arises chiefly in regard to 
goods of standard (piality, where the wholesalers do not seek to push special brands. 

The rebate or factor system was, Mr. Smith believes, originated by Proctor & 
Gamble in the sale of soaps more than 20 years ago. That company has main¬ 
tained it effectively, thus preventing the cutting of prices by wholesalers. The 
baking powder companies have adopted the system, and it is likewise employed 
by tlie manufacturers of Babbitt's soap, although in the latter case the provision 
that soap shall not be solii at less than fixed prices has not been effectively enforced. 

Mr. Smith further states that it was the excessive competition among whole¬ 
sale grocers in handling certain staridard goods, resulting in absence of profit or 
absolute loss, which led to the formation of the Wholesale Grocers’ Association 
of New York City. Tins assoc iation was established 11 years ago. 

In 1898 the Wholesale Grocers’ Association, on motion of its president, adopted 
resolutions stating the impossibility of securing profits on goods of uniform qual¬ 
ity, contending that manufacturers would distribute products most economically 
through jobbers, and appointing a committee to propo.se a system of rebate.s, 
otherwise known as a factor system, and t<i attempt to secure its adoption by all 
manufacturers of such goods. This committeo found wholesale grocers unani¬ 
mous in support of the plan, while many large manufacturers said such a system 
had been used satisfactorily by them. 'The committee recommended three differ¬ 
ent forms of arrangement, all of which met approval from numerous jobbers and 
jnannfiud.urers. In circulars issued in October, 1898, the Wholesale Grocers’Asso¬ 
ciation urged that no one of these arrangements is illegal. Imt that the third 
especially, involving no contract and being purely voluntary, is impregnable to 
legislative attacks. The system is declared to bo just and reasonable, and whole¬ 
sale grocers are urged to influence manufacturers to adopt it. (rri-en.) 

III. STATE LEGISLATION AS A REMEDY FOR GENERAL EVILS. 

A. Justification of State interference.—1. Legislation and natural liberty. —Mr. Dos 
Passos, an attorney at law, believes legislation on complex and difficult questions, 
such as those of economic.s, should be framed only after careful study by trained 
commissioners, and not, as so often happens, by ha.sty and thoughtless action of 
legislators under the influence of unthinking public opinion. He btdieves that it 
would be an advantage to the country if the great mass of State laws enacted 
during the past half century could be abolished and replaced by condensed 
statutes, carefully framed. There has been a constant cry for more legislation 
on the part of the people and of political parties. 

Mr. Dos Passofi thinks that the State is to be considered as existing bv reason 
of a compact with the individual citizens. The citizen grants allegiance in 
exchange for protection to himself and his property, and there is a clear contract 
on the part of the Government not to intrude upon the liberty of the individual 
except in the case of plain and paramount necessity. (1139-1141.) 

In another connection, discussing the demand for greater jrablicity of the affairs 
of corporations, Mr. Dos Passos declares that, generally speaking, the corporation 
83a—PT 1-15 
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has the same right to privacy and noninterference in its own business as the 
individual. Unless some obvious and serious inischiet will restilt from failure to 
do so, the State has no right to regjilate individual conduct. It has no right to 
dictate what religion one shall follow, what he shall eat. or what he shall wear, 
unless there is some overwhelming necessity to do so. (1 tli3.1163.) 

2. Power of the State over coritoraiione .—Mr. Dos Pas.sos. while .deprecating 
undue interference with combinations of capital and corporations, admits that 
they differ from individuals in being creatures of the law, having no natural 
rights which the law is bound to resjjcct. Moreover, the fact that a great aggre¬ 
gation of wealth in the hands of a corporation gives it advantages in competition 
and otherwise which the individual can not jiossess, justifies State regulation. 
The State should not relax its grip on coiporations. It has the abseclute right to 
examine into their conditions, and, vinder the jn'esent constitutions of mo.st States, 
to extinguish their charters. - The State has constant visitorial powers for the 
puijioses of taxation and of protection to the public. (1164,1172.) 

Mr. Allen, a lawyer, expresses the opinion that, aside from the fact that a cor¬ 
poration fre<iuently controls products or services which are so necessary that the 
company becomes ()uasi-imblic in character, the fact that all corpor.ations are 
creatures of the State gives it the absolute right to control and regulate them. 
It is a mi.stake to speak of the rights of coiiiorations as if they were entitled to 
that same liberty of action and of contract which is gu.aranteed by our statutes 
to natural persoiis. As a matter of fact, our ccji-iKiration laws have become too 
loose, enabling members and officers of corjwr.ations to elude responsibility, and 
giving them a dangerous power ovi-r the public welfare. The right of a State to 
interfere is, of course, still stronger in the case of (luasi-public corporations. 
(1189.) 

3. Natural lairs superior to legislation. —Mr. Dos Passi.is believes that natura- 
laws of industry are sufficient to remedy any evils which may arise from combil 
nations, and especially insists that legislation, so far as it goes againsi. these nat¬ 
ural laws, is either entirely inoperative or works injurious results not calculated 
upon by the framer. It is not within the power of the (government at this stage 
of the development of capital to put down or impede aggregation. Legal and 
judicial history show that the natural laws of commerce and industry have always 
defied legislation. This has been esiiecially true regarding the legislation directed 
against combinations. Thus, the laws against forest ailing, regrating. and engross¬ 
ing, passed in England as early as Edward VI, failed of their purprtses and were 
repealed in 1772. as having a tendency to discourage agriculture and increase 
prices. The so-called •“ bubble act" and •' Sir John Barnard's act." passed in the 
eighteenth century to restrittt speculation and fraudulent prospectu.ses. had abso¬ 
lutely no effect. 

Similarly the act of Congress of 1864, by which it was made a crime for any iier- 
son to sell'or deal in gold, unless he was the owner thereof, failed (uitirely to pre¬ 
vent speculation in gold, but had the effect of raising its price, so that the act was 
repealed in 1,7 days. The exi.sting antitrust acts. Federal and State, have so far 
mostly proved ineffective. They have attacked the form and not the substance 
of aggregated capital; if they had attacked the sub.stjyice they -would have been 
most injurious. The Shei-man antitrust law has been in inactice applied chiefly, 
and in the opinion of the witness injuriously, to railways, although it was not the 
intention of its framer that it should be so applied. (11.52-11.00. 11,58.) 

B. Existmg law and its working.—1. Are existing laws sufficient'i'—'^iT. Monnett, 
attorney-general of Ohio, says that Lord Coke" fully two centuries ago defined 
monopoly and its effects in raising the prices and depreciating the (piality of prod¬ 
ucts. and driving out labor and competitors, in terms which accurately describe 
modem conditions. During (^ueen Elizabeth's time and that of her successors 
franchisee or privileges to maintain monopolies had been granted by the Crown, 
and the courts, without any parliamentary act. came to hold this illegal. Similar 
decisions have been made down to this day. The witness nevertheless favors 
further statute legislation. (313. 314.) 

Mr. Dos Passos maintains that the existing antitrust and penal laws, together 
with the common law, afford amply sufficient remedies for all possible evils con¬ 
nected with combinations. They offer protection to the consumer, the investor, 
and the stockholder. Although dec.i.sions of the courts have frequently been 
made under the statutes recently enacted, Mr. Dos Passos believes that the prin¬ 
ciples of the common law alone would support every decision. There have, in 
fact, been a number of decisions holding industrial combinations of different sorts 
illegal, as being in restraint of trade. Even partial restraint of trade is thus con¬ 
demned. Mr. Dos Passos believes that the recent decision in the Addyston pipe 
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essentially made under the common law. The decision turns on an airi'ee- 
ment to share business in certain territories in a way offensive to ^e common 
as well as to the Sherman act. (1164,1163,1175,1176 ) common law, 

Mr. Allen, replyinK to this argument, admits that the principles of the com 
ir"ii'fi P'^eperty’"terpreted so as to apply to changed c^mditions rS 
effwtivt'lv monopoly. In the absence of statute the courts wn 

effectively apply the common law. But the great changes in the methoL of 
tLo cooiPlexity of modern civilization, make it wise to define concretely 

the offenses which are to be condemned rather than to render it necessarv tn ^ 
back to antiquated conditions and forms of prcHiedure StatuLs, moreX^ hafe 
'’"the people and on the courts. They define clTaiiv the 
best public opinion m relation to concrete conditions (1193 l‘i04 1 ^ 

See also under National legislation, pp. 232, 233; and under How far are 
monopoly and consequent abuses possible, p.219. 

(mtitrud UiwK —Ur. Moore does liot think that combinations need 
interference with their business by adverse legislation. Various anti- 
toist laws exist, but the products of the great combinations are sold in the States 

Hiem Tht r‘'f" I*”*'’- P"'’P'« “'e products and must have 

attorney-general of Ohio, states that Michigan has recently 
trl?s^M ilaU “;"***}■""* "p* f’t.h the provision that witnesses testifying concemins 
^ V incriiiiinjite themselves by any testimony. This wil^ 

prevent the present (•.omiiion practice of refusing to answer questions on the 
C regutf c“r 7,^’V';"^-h"hiate, and the witness lielieves that this should be 

Mr. Pam, general counsel of the American Steel 
•, Company, does not consider that tlie present anti trust law of lUinois 

s an unwiw' or an un.iust law, although the manner of enforcing it might become 

tion as he Aiuerican Steel and Wire Company. It his lien intermX^^^^^ 
‘I*’” Trust, to apply to the control of the stocks of seMrate 
a?I?t Piihlic to be competing with one another bv a svn 

oi' i'iiother corporation, and would doubtless be so held again. Thei-itness 

of‘ire “IT’y “ '""P'^ration whki bought up ouC 

. I- ^ competitors, so long as the motive was simply to e.xercise a mink 

iithlifenbuLt'?m "‘“‘'"y l"’''<l"ce the most gold! 

without eiiteiiiig into any arrangement in advance to oppress the con.sumcr® 

Stri riv liirilcourts i;egarding the tlVicrise ^ 110 “^ not 

ti ’■cc??''”!' of fl’o Distilling and Cattle Feeding Company refers to 
the decision ot the Illinois courts that that company was a (anubiSon attS^^ 

SsK Si,',;:*' "S';!,:" ”• 

Htitution of ^^ contravention of the con- 

fiiifh ar.f State 01 of the United States, it could be legally restrained from 

New Jersey amP Wire Company, beiii/ incorplSed “ 

belon^ng to tlilt comnlnv ImJfniinois, altliongli, of course, individuals 
railwfl Imsiness,* (lSw36.) orsamze a separate company to carry on the 

prMcrfciiiSrtai^^^^^ “"y '’*'>«• State or nation 

tne same amount and character on corporations organized in other States 
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Mr. Dill explains that provisions of this sort, so-called retaliatory law.s, have 
been passed in numerous States. Tht^y are intended to secure to foreign corpora¬ 
tions the same rights as to domestic corporations. If a similar law were passed in 
every State, thoi'e would be an end to the discussion as to iiowers of a coriioration 
organized in one State doing business in another State. The witness cited as an 
instance of abuse from the present state of the law that (attain Ital|an bankers 
who had been refused the right to incorporate in Mew Jer.s(‘y, organized in New 
York a so-called trust company, which opened aplaceof business in New Jersey. 
This has been closed as a result of the act above referri'd to. (lOSo, 1086.) 

Suggestions for State legislation.—1. (Jeneivl antimonopnln Inw^. —Mr. Allen, in 
view of his discussion of the existing evils connected with combinations and 
monopolies, makes certain definite suggestions as to State and Federai legislation. 
As to State laws he recommends the following: 

1, Each State should make a stricter classification of corporations, and enforce 
very rigidly the doctrine of ultra vires. This the State legislatures and courts 
have the power to do. 

S. Each State should require corporate functions to be exerci.sed under such 
official inspection as will make corporations fairly answerable to the public and 
prevent them from exceeding their power. Corporations being creatures of the 
State, it has unlimited power in tins direction, and the in.spection of banks and 
similar institutions furnishes a precedent. 

3. Each State may provide that no foreign corporation shall do business within 
its borders without conforming to its laws. The power of the State thus to impose 
conditions upon foreign corporations doing business in its territory is practically 
undisputed. The courts have held that corporations are not natural jiersons, 
guaranteed by the Federal (Constitution c<(ual rights and privileges in the Stiites. 

Mr. Allen admits, however, that the question of the jiDwer of the Slate in regard 
to interstate commerce carried on by foreign corporations is a difficult iiiid un¬ 
settled one, and recommends, as pointed out Iielow. that Congress p.ass laws to 
aid in defining the rights of corporations and States. He conceives that foreign 
corporations should be restricted only on the ground of general restraint <it trade. 
It would be possible, perhajis. for law.s against combinations organized in other 
States to be evaded by the device of selling goods to individuals in such States, 
who should thereupon sell them to pei'sons in the prohibiting Htate. Mr. Allen 
believes, however, that by strict interpretation of existing statutes or by addi¬ 
tional statutes, it will be jiossible to lueviuit such evasions. In any case' it will 
continue to be necessarv to prove tlie intent of restraint of trade. (1I8T,11!)3- 
1195,1307.1308.) 

4. Each State can provide that the stockholders of :i local coriioration shall not 
combine, by agreement with the stockholders of any other coriioration of the same 
or any other State, or sell or exchange shares, with the effect of ri'straining trade 
and tending to produce a virtual monopoly. 'The courts have always held that a 
combination for the purpose of boycotting is essentially conspiracy, and a com¬ 
bination of capitalists is ju.st as truly a conspiracy. (1194, 119.5.) 

Mr. Allen admits that it is exceedingly difficult to prove the intent or the effect 
of creating a monopoly, which is essential to a court (lecision. Apparently, in 
the opinion of the witness, the mere control by an individual or a single corpora¬ 
tion of a large percerttaire, or possibly even the whole, of the output of any class 
of products, would not in itself give eridence of the existence of an intention to 
restrain trade and enhance prices. The element of an agi-eement between differ¬ 
ent producers is apparently es.sential, but the form of that agreement does not 
matter, if the intent to restrain trade can be .shown in any way. Thus the cor¬ 
porate form of organization would not be evidence that there was no comhina^ 
tion, if it could be shown that tlie single corporation was made by the coming 
together of different individuals or establishments. The witness admits that the 
evidence as to the intent might not always be readily available, cither from the 
articles of incorporation or by other written dixjuments. But where plants from 
widely separated localities are brought together into one management, he believes 
that some clue to the intent, which could be made the subject of judicial proof, 
would almost necessarily exist. The mere general opinion and belief that a com¬ 
bination was formed for the purpo.se of restraining trade would not, apparently, 
in Mr. Allen’s opinion, justify interference by the courts. (1182,1187,1197,1301, 
1305.) 

Mr. Monnett, attorney-general of Ohio, believes that it is entirely possible to 
attack the evil of trusts by stringent laws, provided a sufficient number of States 
adopt uniform and properly drawn laws. The State can control the business of a 
foreign corporation within its borders even more effectively than that of a domes¬ 
tic corporation. A provision for prosecution by persons injured is not very^ptfect- 
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ive, be(!anse small dealers and consumers are not damaged in large sums and the 
expense of litigation is great. (SiO.) 

2. Proldbitmn of destrmtive. competition. —Mr. Lee, an officer of the independ¬ 
ent oil organizations, believes that the real evil of combinations is not the mere 
aggregation of capital, but the use of unfair means to drive competitors out of 
busine.ss. Destructive competition should be made a criminal offense. The courts 
and juries would have to decide what constitutes destructive competition, judg¬ 
ing the intent. If prices be kept far below the cost of production for a long period, 
whether in all markets or, as is more common, in local markets reached by compet¬ 
itors, that would be .suffi(uent evidence. Penalties in the way of fines against the 
corporation, and fines and imprisonment of officers, could be effectively enforced, 
(294, 296.) 

Mr. Westoate, an independent oil refiner, expi’esses a similar opinion to that 
of Mr. Lee. {38.6.) 

Mr. Lockwood, an independent oil producer, favors the enactment of a law 
retiuiring (jreat trusts and combin.ations to fix a price upon their goods which, 
freights being considered, will be the same in every place throughout the country. 
This would prevent the increase of price's at iionc^ompetitive points while they are 
being cut to destroy comiietition at other places. (394.) 

3. Reytiliition of liuiiye.'i. — Mr. Lee thinks that quasi-imblic corjiorationa, such 
as teh'graph. electric and street railway comiianies should have strict regulation 
and their charges should be limited. This, however, is scarcely jiossible with 
ordinary business coiporations. (294.) 

4. Limitation of capita}.—Mr. Lee beliov(;s that the capital of m.anufacturing 
and business corporations should be limited to .81.009.000, which is sufficient to 
secure perfect division of lalior, and which would prevent any company from 
engaging in destructive competition. If a dozen States should thus limit the 
amount of capital of corporations which could do bu.sine.ss within their limits, 
there w,mld be room for smaller comiaititors. A company with 8100,000,000 or 
$.’)00,000,000 (uipital can driv(! everyone out of busines.s. (294,29.').) 

.5. Un ifocm State ic(jinlalioii. —Mr. Ai.lun believes tlnit it would be highly desir¬ 
able that State laws regulating corporations .and combinations should be uniform. 
Complete uniformity, however, is entirely impo.ssible to obtain, although xiartial 
and approximate uniformity may doubtless be secured. It is certainly an anomaly 
and a danger that one State can create a corpoiation which can control the entire 
national market. Even where uniform law.s are i)as.sed. court deci.siona and inter- 
jiretations are likely to lack uniformity in the ju-actical ;ipplicatiou of the statutes, 
or to throw out some of th(> statutes as uncoiistitutiomi.1. 

Mr. Stimson. in this connection. i)oint.s out that considerable progress has been 
made in securing uniformity in certain kinds of laws. For exami)le. 21 States 
have ailopt(*(l a uniform law regarding bills .and niites. and later ])roposals in the 
sepai'ate States for the modification of these laws have usually been defeated for 
the sake of retaining unifonnity. (1209.1210.) 

6. Special taxation. (See also under National legislation.)—Mr. Dos Passos is 
not (dear in his statements as to the amount of taxation which can i)roi)erly be 
laid upon large corporations. He admits the desirability of improvements upon 
pre.sent methods, and ai)i)arently would be willing to have special methods for the 
taxation of cori)orations, although he consid(*rs that the average rate or burden of 
taxation uiion corporations .should not be proi)ortionaIly higher than that upon 
individuals. It is just to investigate carefully the affairs of corporations for the 
sake of securing a fair levying of taxes, but jiresent statutes already grant amide 
authority in thi.s direction. (1172.1173.) 

Mr. Lee, an officer of the independent oil organizations, suggests that an income 
tax of .Kl per cent on the profits of combinations would be a satisfactory remedy, 
except for the great difficulty of enforcing it. An inheritance tax would be largely 
evaded bv gifts during life, and if graded would bo objected to as unjust. (^296.) 

Mr. Thurber does not favor a propo.sal to take as a tax all profits of combina¬ 
tions above a certain dividend. They should bo taxed as other individuals or 
corporations. Monopoly profits can not exist because of inflow of fresh capital. 
Combinations have given the prrblic great benefit by their economies. The wit¬ 
ness does not see how taxation of the income of trusts would tend to check 
overcapitalization. It would be unjust a.s a tax on ^ood management. Taxation 
on stock is fairer. A tax on organization proportional to capital would check 
overcapitalization somewhat. (17,21.) 

7. State control raibeay rates. —Mr. Monnett, attorney-general of Ohio, 
believes that, the chief cause of the growth of trusts being discrimination in trans¬ 
portation charges, it is the duty of theattorneys-general of the different States to 
bring suit agamst transportation companies for violating their charters and to 
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secure their forfeiture. This may be made an absolute remedy. State regnla" 
tion of local charges should be more strict than at present. In Ohio 400 per cent 
more per ton per mile is charged from Columbus to Cardington than from Colum¬ 
bus to Cleveland. A bill introduced in that State to require that the State rate 
conform to the interstate rate was defeated by the opposition of the railways. It 
was proposed also to introduce the long and short haul provision recjuirijig the same 
tonnage rate, with a vaiiation of only 10 per cent for different distances. Where 
railways are in competition with water transportation or with the Canadian 
Pacific, as at Chicago and Duluth, lower rates than to noncouipeting points are 
claimed to be nece.s.sary. 

8. Piifilic OiOiiershij ) of public utiliticn. —Mr. Myers, chairman of the judiciary 
committee of the Massachusetts house of representatives, e.\:pres.se3> himself in 
favor of municipal ownership of natural monopolies so far as it is possible to 
secure honest and efficient service, avoiding jiolitical coiTuption. Under present 
conditions it will be well for most cities to he.sitate before undertaking aiitual 
ownership, especially in case careful supervision is exercised over the private 
companies controlling these monopolies. The cities and towns in Massachusetts 
have been, in the opinion of the witnos.s. very successful in their ownership and 
operation of water idants. Tlioy liave had very little experience with public 
ownership of gas and electric-light idauts. (11 SB. 1137.) 

Mr. Monnett, attorney-general of Oliio, states that the socialists believe that 
the trusts are showing us the possibility of public ownership on a large scale, 
and, therefore, should not bi; discouraged. He fears that ttovernment owner¬ 
ship of raihyays and other large enterprises would be dangerous under the 
present conditions of the civil service, but believes that muui<uj)alities .sliould be 
given the right to determine for themselves what public utilities they will own 
or operate. (.336,337.) 

D. Publicity through examinations, reports, etc.—Numerous witne.sses. including offi¬ 
cers of combinations themselves, are disposed to favor a gri'ater degree of pub¬ 
licity of the affairs of large corpointions. Tliis publicity is intended in part as a 
protection for stockholders and investors, and so tar as this is the case the evi- 
aenceof the witne.sses is .summarized under another head. (Seei).313.) Publicity 
is also advocated, however, as a protection to consumers, in order that the true 
costs of production and profits may bo known. 

^ Mr. Lee, an officer of the independent oil orgauization.s, believes that (combina¬ 
tions ought to be subject to Government in.si>ection. which is undoubtedly ju.sti- 
fled under common law. But they do not appear to care nuudi for publicity, 
since they are already defying public opinion. To iiut the combinations under 
the control of the Interstate Commerce Commission would be a difficult problem. 
(396.) 

Mr. Lutties. an independent distiller, believes that the G-overnment should 
look more canifnlly into the affairs of trusts, resjuiring them to .submit to e.xami- 
nations and publish clear and truthful statement.s. (S.IH.) 

Mr. Thurber believes attempts to exterminate or largely to interfere with 
trusts unwise. He favors i)ublic regulation, involving public reports and inspec¬ 
tion of accounts after the fashion of the naticmal banking system. Such regula¬ 
tion may aim to ^)revent excessive prices, but its main purpose is protection of 
stockholders and inve.stors against manipulation of stock. To prohibit interstate 
commerce or use of checks, drafts, etc., to corporations violating the law as to 
reports wonld be perhaps not the best penalty. Cumulative fines wouhl be more 
satisfactory. (15, 16, 30.) 

Mr. Havemever, president of the Am(n’ican Sugar Refining Company, at first, 
stated that the Government ought not to interf(‘r(( with trusts or regulate them 
in any way, shape, or manner. Competition is a suffici(uit r(!gnlator of prices; 
State regulation is unconstitutional. Buyers of stock should take their own risks, 
and the community' has no ri^jlit to know the earning power of corisn'ations. The 
great argument against examination of books and publicity is the advantage given 
to competitors. The witness finally admitted that the suijply of ncce8.sary arti¬ 
cles, food-products, etc., by great ccjrporations. takes on a quasi-juiblic character 
which justifies remilatiou; that this might be accomplished without injury to 
industry, and would be especially advantageous in furnishing more accurate data 
for legislation. The leading answers of the witnes.s on this iioint are given below. 
(128, 186-138.) 

“A. There is always an aversion on the part of business men to expose their busi¬ 
ness to the advantage of competitors, and it is most probable that in case they 
did give the Government an opportunity' to examine their boiJts their condition 
and methods would leak out to the injury of themselves and the a(ivantage of 
their competitors. ,, 
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“ Q. Would they be likely to be injured any more than the railroads are?—A. 
Yes; railroads run in certain districts. It is difficult to get a competing charter. 
Refineries can be built anywhere at any time. 

“ Q. Simply because railroads are more of a natural monopoly than refineries?— 
A. “Vea; that is the way to put it. 

“ Q. Not, yon think, that the people as a whole have any less interest in a sugar 
refinery as a consumer than they have in a railroad?—A. I think people as a 
whole iiave more intere.st in articles that ai'o a matter of food than they have in 
matters of transportation. 

“ Q. So that, from the standpoint of the general public intere.st. if that can count 
for anything, there is more reason why the Government should get reports from 
the American Sugar Refining Company tlian from the railroads?—A. I think it 
possibly follows tliat wliere a (‘orporation like the Sugar Company, or any other 
large food producer, takes on a r]uasi-])ublic character, there is more reason why 
the public .should know in reference to it." 

'■ Q. Yoiirownd<!liberate judgment is that if the inspection could be made fairly 
and honoralily of tlie books of all corporations that are of this general nature, 
and if reports should be made regularly, it would be for the benefit of the peoide 
and ijresuma’oly for that of Uic corporations concerned?—A. It would be the 
means of giving those who had the legislation in charge some more accurate 
data >ipon which to base their judgment and votes, and I really believe that until 
some such course is adopted industries in this country are in' very great danger 
of very radical changes. If the Keimblican ])arty, wliile it is in power, would 
gradually reduce this inordinate protection that prevails, it would be a very wise 
thing." 

" U. One word further with referemsj to the (piestion of publicity. If I under¬ 
stood you com'ctly, you would yourself favor any hill that should be introduced 
that would provide for public reports of all corporations it you thought the law 
would be adininistei'ed fairly and honestly?—A. W(dl. that re(]uires more thought 
than I am able to give it at tlie moment. I can see no real harm in exposing the 
affairs of a (sirporation to governmental inspection, providing some means can 
bo provided to protect that e.\-posure from the advantage of the competitors. * 
* * I will state broadly that where a corporation is dealing particularly in 
things that are e.ssential to the benefit of mankind—clothing, fuel, oil, sugar, 
rice, food—anything which is pei.’uliarly, as 1 have described it. of a qua.si public 
character-, it w'ouhl be beneficial to the public to have them all under govern¬ 
mental superintendence." 

Mr. RotacEPET.l.KK, president of t;he Standard Oil Company, believes in legisla¬ 
tion " enrrouraging rroinbiiiations of persons and c.apital for the ]mrpose of carry¬ 
ing on industries, but permitting State supervi.sion. not of a character to hamper 
industries, but sufficuent to iirevent frauds upon the public." (TOT.) 

Mr. Gaky. president of the Federal Steel Company, declares that it is desir¬ 
able that all (rlasses of the people shouhl have the ful'le.st jrossiblo knowledge of 
the actual facts rroncerning great industrial condrinations. The ai-certaining of 
such facts will be the chief btuiefit of the work rrf the Industrial Commission. 
Somidimes the people are inclined unduly to restrict corporations, while at other 
times the laws are tf)o liberal. Tlie great body of the people are desirous of doing 
the fair thing. They should be given an opportunity ti i hear both sides and to 
know the facts, avoiding misunderstandings, w’hich are the chief cause of diffi¬ 
culty. The witness believes that tlie enforced publicity of the affairs of corpo¬ 
rations, under State laws, is one of the beat remedies for monopoly and abuses. 
With plenty of investigation mid discus.sioii. the corporation doing an illegitimate 
business will not succeed in the long run. Aside from 1 he opposition of public 
opinion, competition will grow up and prove effective. Aggregation of capi¬ 
tal, which is not the same as monopoly, is desirable, in order to produce at the 
lowest cost and in the largest (piantity, to furnish employment to labor, and lo 
bring to this country the largest amount of foreign money, without hurting the 
consumer in the meantime. (S)9C. 1001,1003.) 

As regards the general public, considereil as investors and consumers. Mr. Dos 
Passos denies the justice or the necessity of such extreme publicity of the affairs of 
corporations as is frequently demanded. No man who is not interested in a cor¬ 
poration has the right to know anything about it. He is entitled to protection 
only in his contractual relations -with the corporation. The State has no more 
right to interfere with a corporation for the benefit of outsiders than to interfere 
with a private individual. It is not possible for the Government to undertake to 
protect all investors or to furnish them brains. 

Nevertheless, Mr. Dos Passos believes that it would be .just to require certain 
reports of corporations to be published. He distinctly favors such reports to 
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stockholders, and thinks that it might be desirable to make them public. Each 
company should have an auditor, who should make a monthly or a quarterly exam¬ 
ination, and report the amount of bu.siness that has been done, the money on 
hand, the general assets and liabilities. Such detailed reports as are required 
from banks and other quasi-public institutions are superfluous as regards ordinary 
corporations. (1163, H(W, 1170,1177.) 

Mr. Stktson, a corporation lawyer of New York, expresses the opinion that 
aside from corporations engaged in public work, like insurance and railway com¬ 
panies, no re<iuireinents as to publicity, a.side from the right of the stockholders 
to examine the books and rtsceivo published reiiorts, .shouhl be inipo.sed on coiqin- 
rations. The chief reason for this is that information thus published might be 
advantageously used by rivals in trade, and that it is unjust to discriminate by 
requiring such publicity from (iorporations wlien it can not be required from indi¬ 
viduals and firms who compete with them. Such comlunations as the American 
Sugar Refining Company are not to he considered as public corporations. They 
can not escape competition, present or prospective, and if they do not keep the 
prices of their products reasonable their business will be taken away from tlieni. 
(975, 980.) 

Mr. Moore, who has organized various combinations, does not consider that 
greater publicity concerning the business of corp('rations is nece.ssary than that 
secured by the presentation of statements of their affairs at the annual meetings. 
Whatever requirements be niadt; by statutes, deception i.s po.ssible. (966.) 

IV. NATIONAL LEGISLATION AS A REMEDY FOR GENERAL EVILS. 

A. General disoussion.—Powers of Congress.— Mr. Ai.i.rn, a lawyer of St. Louis, 
believes that national laws are necessary as a supplement to State legislation for 
the prevention of monopolies. He is inclined to favor an .amendment to the 
United States Constitution by whiih corporations doing business throughout 
the country, and becoming thus of truly national importance, may be controlled 
entirely by national legi.slatioii. ^n the meantime, howev(u-, Congre.ss should 
attemi)t to exercise more cai'efnlly its power iindiu’ the inteivstate-commerce clause 
of the Constitution, especially dt^fining more accurately th<> meaning of interstate 
commerce. The witness makes three definite suggestions; 

(1) As aiding the .several States in theireinleavor to e.xclndefoi'eign corporations 
from doing a monopolistic business within their borders, Mr. Allen suggests that 
Congre.ss should enaid a statute prohibiting corporations organized in one State 
under conditions which violato the laws of another State from engaging in inter¬ 
state commerce with such prohibiting state. Mr. Allen holds that the interstate- 
commerce clause of the Constitution does not guarantee unrestneted (‘ommerco 
between the States. It .sim])ly assures the right to carry on such commerce with 
no other restrictions than those imposed by Congress itself. In tin; Criginal 
Package case Chief Justice Fuller htdd that the failure of Congress to impose 
restrictions under that clause must be construed to have been intentional: but 
later, when Congre.ss jiassed an act making liipiors transported into a State sub¬ 
ject to the laws of that State, the same Justice held that Congre.ss had the right 
thus to authorize States to impose restrictions. The doctrine of Chief Justice 
Marshall in McCulloch v. Maryland, as to the implied powers of Congress to adopt 
necessary means to carry out specified powers, would justify far-reaching action 
by Congress along the line suggested. This oinnion has been upheld also in the 
Addyston Pipe Company case. 

A definition of interstate commerce is, Mr. Allen admits, difficult to frame. 
The power of Congress is absolute, however, as regards all transactions which 
can be brought under that name. Mr. Allen suggests as a desirable method of 
procedure that Congress .should begin by defining certain specific actions as being 
interstate commerce, and pr(K;eed further from time to time in making broader 
and more accurate definitions, as e.xperience should suggest. 

As the law is now interjireted, Mr. Allen believes that it is hold that where goods 
are shipped, for example, from New York to Pennsylvania, the payment being 
made in New York, the transaction is interstate commerce, but where the goods 
are paid for in Pennsylvania, the title passing there, it is not so considered. The 
control of a State over goods, in the opinion of the witness, is held to cease as 
as soon as the goods are put in the possession of a common carrier tor transporta¬ 
tion to another State. (1194-1196, 1202.1203,1308.) 

(3) Let Congress provide that no State shall be allowed to incorporate any com¬ 
pany which is formed for the purpose of restraining interstate commerce or estab¬ 
lishing a monopoly in any commodity to be sold to the citizehs of the several 
States, and mve to the Attorney-General power to enjoin any such corporatioa 
from doing business. (1194.) * 
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(3) Mr. Allen quotes from Hon. Francis O. Newlands the suggestion that Con¬ 
gress exercise the power of taxation, a more far-reaching power than that under 
the interstate-conunerce clause. A bureau of industry should be established, to 
which reports showing the condition and transactions of all corporations should 
be made. 

In connection with thi.s latter suggestion, Mr. Allen b(dievea that the Govern¬ 
ment has power to require detailed reports of business as a basis for taxation, 
although the power of ta.xation has generally been construed to exist tor the pur- 
po.se of raising revenue primarily. 

The witness also expresses the opinion that a Federal tax on corporations could 
bo made jirogre-ssive, increasing with the amount of capitalization or earnings, 
although the constitutionality of this is more doubtful as regards corporations 
already formed than as regards those hereafter to be organized, a condition of 
whose incorporation could be made a submission to any form of taxation. (1194, 
1307,1308.) 

Mr. Thobber believes that where business is of interstate nature regulation 
should be by the Federal Government. There is, however, gi-eat legal difficulty 
in defining interstate busines.s. Such regulations should consist primarily in 
requiring publicity. (10, IT.) 

Mr. G.\nY. president of the Federai Steel Company, e.xpresses th(! opinion that 
the only remedy needed tor unlawful restraint of trade by combinations is to 
enfonte the existing common and statute law. There is no need for Congress to 
pass an acd as regards business carried on within the States, nor has Congress the 
power to do so. All tliat Congress could do would be to ado))t a law which would 
be practically the present State law and common law. The witness admits, how¬ 
ever, tliat the Federal isivirts are, on the whole, more satisfactory in their enforce¬ 
ment of iaws than tlu^ State c ourts. 

Congress has tiie right to pass a lawso far as interstate commerce is eoncerne<l, 
but the Khennan Act is sufficient, and no one doubts the efficacy of the Federal courts 
in enforcing it. The witness does not beiievig however, that the fa<'t that a corjio- 
ration is engaged in interstat<' commerce gives Federal aulhority any jurisdiction 
over that part of its business which is not interstate. It is limited to interstate 
business, and could examine the books of tlie t'orporation only in so far as they 
have to do with sucii business. The line between interstate aiid intrastate busi¬ 
ness is indeed dilficult to define. 

Mr. Gary doubts whether an attenqit to amend the Constitution in order to 
give Congress jurisdiedion over corporations would be successful, in view of the 
intrenchment upon the rights which the States consider their own. (1000, 1003.) 

Mr. Rice, an indepi.‘nd(‘nt oil refiner.declares tliat tliepre.sent Sherm.an Anti-Tru.st 
Act is strong enough in its terms to pn.dect the peoiJe from combinations it it were 
enforced. But he di'cliires tiiat the Attorney-General and the various district 
attorneys under his direction have not tried to enforce the law thoroughly. He 
states that ho has had correspondence with the Attorney-General with regard to 
proceedings against tlie Standard Oil Tnist. but that that offiem- has postponed 
and delayed action. Mr. Rice does not think that fines comstitute an etfective 
penalty for violations of the law, but believes that imprisonment would have a 
beneficial effect. (738.) 

Mr. Dos Passos, a lawyer of New York, deprecates action by the National 
Goveniment in regulating corporations and (aniibiiiations beyond the strict limits 
of the interstate-commerce clause of the Constitution. The clause giving Con- 
gi-ess power to regulate commerce between the several State.s was adopted in 
order to pn.'vent the ,State.s fi-om hampering one another and practically prevent¬ 
ing the existence of a common country. To regulate commerce therefore does 
not mean to restrain commerce but to prevent it from being restrained. While 
the witness admits the difficulty of defining jirecisely the content of interstate 
commerce, and declares that the decisions of the court.s as to its meaning are 
more or less inconsistent, he believes that Congress has no right under the Con¬ 
stitution to pass at all beyond the field of strict interstate commerce in its legis¬ 
lation. 

Further encroachment of the Federal Government on the sphere of the States is 
to be deprecated by all classes and parties alike, as attacking the very foundation 
and theory of our institutions. It is essential to our liberties that the various 
local goveniments, such as cities, villages, etc., should have recognized rights, 
not to be invaded by State legislation, and likewise that the States should have 
proper freedom from Federal interference. 

To leave out from the Sherman act the phrase “ between the States,” so as to 
make it apply to all commerce, would be unconstitutional. Mr. Dos Passos does 
not believe that a contract made between a man in one State and a man in 
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another State is to be considered interstate commerce. Nor does it affect the 
power of Conifre.s8 as regards interstate commerce carried on by corporations 
that the individual States have the right to exclude corporations organized in 
other States. (11.59-1161.) 

Professor Huffcut, of the Cornell University Law School, submitted a dis¬ 
cussion as to the powers of the States and Congre.ss regarding corporations doing 
business within the States or between the States. (1311-1319.) 

Coiyorations doing an interstate business as well as those doing business within 
individual States are practically all created by State legislation. If the corpora¬ 
tion is not engaged in interstate commerce tho State creating it has entire control 
over it. If it goes into other States to do business it becomes snliject to the laws 
of those States, and they may regulate its operations to the extent of prohib¬ 
iting it from doing business in their territory. If. on tlie other hand, it he 
engaged in interstate commerce, then the Constitution give.s sole control over the 
interstate feature of its business to Congress, and denies all power to the States. 

The re.sult of this distribution of powers has lieen to leave tin? States largely 
helpless to remedy the evils which are believed to e.xist at pn^sent. Owing to the 
largely interstate character of modern business, any remedy for existing evils 
must come, at least indireidly. through Federal legis'atiou. There are three 
possible .solutions of the difficulty; (1) to retain the present system of dual con¬ 
trol, and seek increased harmony of acti<in among the States, and between the 
States and the National Government: (3) to give to the States, through Con- 
grc.ssional action, larger control: (9) to exercise larger control by the National 
Government. 

(1) In discussing the first proposition it is necessary to undeurtand tho e.xisting 
powers of the States and of Congress as interpreted by the courts. 

The States have very slight jm wer as regards interstate commerce, and as regards 
corporations engaged in .such commerce. In the matter of interstate commerce 
the United States are but one country. The reasons which have caused the framers 
of the Constitution to repo.se the power to regulate commerce in Congress do not 
affect the limit or tho extent of the ])OWer. When Congress has not acted, this 
is to be taken a.s indicating its will that commerce slmll be tree from restrictions. 
State laws j)assed to regulate interstate commerce are invalid: although, it used 
in the exerci.se of tho jMilice power, they are held valid if local in operation and 
reasonable in their incidental effect upon interstate commerce. A State can not 
exclude a foreign corporation engaged in interstate commerce. A State can not 
tax a corporation, even though created under its own hews, upon interstate com¬ 
merce; nor can it fix rate.s for carrying interstate commevee. 

The UnitedState.s. on the other hand, are equally circumscribed in their control 
of nontrading enterprises and of corporations not engaged in interstate commerce. 
Thus, in the Knight case, it was held that the antitrust law does not extend to a 
combination for the manufacture of sugar, because manufacture is not trade. 

The result of tliese restrictions is great difficulty in reaching monopolistic cor¬ 
porations. The States could not exclude a trading corporati(m, while the United 
States could not attack a manufacturing cori)oration. 

Two acts of Congress have been passed, calculated to aid the States in control 
of monopolistu’ entei-i)ris;es: 

(a) The interstate-commerce act has i)ractioally had little effect, the powers of 
the Interstate Commerce Commission not being extensive, and being largely cir¬ 
cumscribed by Judicial interpretation. 

(b) The antitrust act has been the subject of several decisions by the Supreme 
Court. Itseffectmay be .stated as follows: (1) Arostraintof business not included 
under inter.stato commerce is not within the prohibitions of the act. (3) A com-> 
bination which, although affecting interstate commerce, does not r-ostrain it. is 
not within the act. (:t) Any-combination which docs restrain interstate com¬ 
merce, whether .such restraint be illegal at common law or not, is illegal under 
the act. 

The recent decision in the cast? of Addyston Pipe and Steel Company r. United 
States is especially refened to by Professor Huffeut as showing the broad inter¬ 
pretation placed by tlie court upon the antitrust act. 

In spite of this liberal interpretation of the Federal antitru8tact.it still remains 
difficult to adjust the balance hotwocn the powers of the States and of Congress so 
as to reach all the evils which arise. There are too many States which are bidding 
to secure the formation of corporations within their borders to make it likely that 
harmonious Ipgislation by all the States can be secured, to refuse charters for 
corporate monopolies. 

(3) The seepnd proposed solution is that the National Govei-flment shall give to 
the States a larger .perhaps an exclusive control of corporations engaged in inter¬ 
state commence. The question arises whether Congress has the power tosdele- 
gate such conj jol to the States. 
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There is no direct authority, Pi’ofessor Huffcut believes, utwn this point. But 
various decisions oast an indirect light upon it and apparently indicate that Con¬ 
gress has such power. A corporation has no inherent right to go into another 
State than that of its origin. The only corporations that escape this rule are 
those engaged in interstate commerce. Congress may remove the impediment to 
the operation of State laws upon commerce. This has been especially decided in 
the cases affecting the rights of the States to in-event the sale of intoxicating 
liquors brought from other States. In this connection Professor Huffcut believes 
that Congress could also enact a law permitting the statutes of the several States 
to operate upon convict-made goods In-ought from other States. Congress may 
in the .same way remove the impediment to the operation of State laws upon cor- 
ixirations engaged in interstate commerce or international commerce. A corjio- 
ration is not a citizen having the right of e(inal privileges in the several States 
guaranteed by the Constitution. 

(3) The third proposition is that Congi'ess itself shall take a larger, perhaps 
exclusive contnd of corporations engaged in iuter.state commei'ce. The question 
arises how far Congress has the power to limit tin; right of corporations to engage 
in interstate commerce to corporations created by Congress itself. In order to 
force this result Congre.ss might resort to one of three different nnithods. 

(o) It might forbid to such corporations as fall within the definition of monopoly 
all use of the mails. As an exenuse of the police power Congress has already 
excluded from the mails circulars (amcerning lotteries and various other publica¬ 
tions. The police power exttmds. not merely to morals and safety, but to the 
protection of the reasonable and convenient (‘xetreise of private rights. 

(b) Congress may tax Stale corporations upon their interstate commerce. This 
power h.as already lawn e.xercised in the cas<! of the tax imjiosed on State bank 
issues, which is intended to suiipress tlu^ evils arising from lack of uniformity as 
to circulating notes and to practically drive banks desiring circulation to incor¬ 
porate under national law. 'I'lie court in its decision as t<i this atd rwognized 
that the same method might be employed with regard to any other class of cor¬ 
porations. A nalional act for incorporation of comiianics doing interstate busi¬ 
ness, supphmiented by a tax on interstate bu.siness of State corporations, would 
therefor(‘ be feasible. 

In further .sui)port of this contention Professor Huffcut cites decisions to show 
that the power of Congress to regulate interstate commerce is <.*xclusivo and is 
restricted, if at all. only by ar([uiesc,ence in the exerci.se of a concurrent power by 
the States, .so far as it has merely a local effect: that (Jongres.s has the supple¬ 
mentary power to make all laws which are necessary and proper for carrying into 
execution the powers ex]n es.sly granted to it, and under this iirovksion has already 
created banking and numerous other corporations: that the tax upon operations 
of corporations engaged in interstate commerce is not a direct tax. and therefore 
not objectionable for want of uniformity. The privilege to engage in interstate 
commerce is within the control of Congress, and may therefore be taxed by the 
power which confers it. .Some jiractical iliflicnlties might arise in determining 
when ;in article sold hy a corporation has become a part ot interstate commerce, 
but tlii-s difficulty is no greater tbau I hat experienced in determining the (piestion 
where the right of a State; to tax intei'stato commerce is raised. 

(c.) Congi'ess miglit. if it saw fit. act directly by pridiihitingState corporations 
from engaging in interstate coinmeri-e. Since the States are; denied all power to 
regulate interstate commerce, the National CTOvernment has absolute power left 
to it. It is not possible that in the division of powers ifnythinghas been lost. If 
this were the case, a .single .State miglit create an artificial being wliioh is not a 
citizen ot any State or of the United States, and wliich no other State, nor the 
United Slates, could control when it jiasses outside ol the State of its origin. 

Conclusion: ‘'Whether, tinally. we are to go on niider the present system of 
dual control, or whether we are to have a system of exclusive State control, or 
whether we are to have a system of exolnsive Federal control, seems to bo within 
the iirovinee of Congres.s to decide. The present svstem rests upon a long develop¬ 
ment and commends itself to the conservative and the cautions. Whether it is 
satisfactory or can he made so is tor the economists and statesmen to determine. 
The system ot exclusive State contrid would doubtless lead to different results in 
different States, and while it might create some confusion and inconvenience, and 
even hardship, it would eventually furnish a basis for a comparative study of the 
differing experiments. Whether this loss in uniformity would overbalance the 
gain from diversity I do not pretend to say. I mei'ely point out that .such diver¬ 
sity would furnish the data for a later movement looking toward uniformity in 
case such a movement should hater seem desirable. The system of exclusive Fed¬ 
eral Control would seem, perhaps, the logical outcome of the constitutional pro¬ 
visions giving to Congress the power to regulate interstate commerce. I am even 
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disposed to think that it will be the ultimate solution of the present problems. 
Whether the time is now ripe for it, or whether we need rather to proceed first 
with tentative experiments under one of the other two methods, is a question 
upon which we may well hearmore before we make haste to decide." (1311-1319.) 

B. National incorporation laws.—The organization of national corporations is 
favored by several witnesses. Some advocate considerable regulation in connec¬ 
tion with these laws. Others oppose all such jiropositions. (See also above, 
pp. 232-23H.) 

1. Achvcated. —Mr. Akchboi.d, \dce-presideiit of the Standard Oil Company, 
declares that the lack of uniformity in the laws of the various States affecting 
business corporations is one of the most vexations features attending the exist¬ 
ence of such corporations, and is likewi,so vexatious to the authorities of the 
States themselves. He considers that the next step in progi-ess will be the.estab¬ 
lishment of Federal coiTwrations. 

“ If such corporations should be made possible, under such fair restrictions and 
provisions as should rightfully attacdi to them, any branch of bu.siness could be 
freely entered upon by all comers, and the talk of monopoly would bo forever 
done away mth." (.WO.) 

Mr. Rogers, president of the National Transit Company, agrees with Mr. 
Archlwld in favoring a Federal inc^oporation law, .and declares that the Standard 
Oil Company would be willing to abandon its organization under State laws for 
the sake of incorporating under the Unittsl States. He does not believe that 
under the present Constitution such national incorporation laws could be passed, 
but would favor an amendment for that pirrpose. Such a system would be of 
advantage in enabling corporations to do bnsine.ss in the several States subject 
only to laws of those States as regards taxation and police regulations; it would 
les.sen litigation regarding corporations. (.58.5.) 

Mr. ARCHBor.i) further declares himself in favor of pro])er regulation of accounts 
and piiblicity of business under such a national corporation law as he advo<’ates. 
Mr. Rogers lamfimis the re(;ominendations of Mr. Archbold in this regard. 
Extra(!ts from Mr. Archbold's testimony follow: 

“ Q. 'Would you consider it advantageous to the country .as a whole to have 
greater publicity regarding the business of all the great corporations that now 
exist? For example, with reference to the amounts of stock that are represented 
by plant, the amounts represented by patents, by good will, the amounts that are 
water, and .so on. In otlier words, would you consider it an advantageous thing 
for the country to have .substantially tlu' English corporation law apply in this 
country'?—A. If it could be put into Federal liands, yes. 

'■ Q. Andyou would favor, then, the publicity of accounts, the making of reports 
to the Federal Government (|uite in detail?—A. Oh, unquestionably. 

‘‘ Q. Somewdiat the same sy.stem as is applied to our national banks?—A. 
Unquestionably." 

“ Q. (By Mr. Ki’.NNEDt'.) Favoring national charters and national supervision, 
as you say, would you go to the extent of favoring inspection of the books and 
affairs of each concern, as the mational banks are inspected by Government offi¬ 
cials?—A. I have not made a study of the siibject so as to make a statement in 
detail as to what the supervision and restriction should Re. 1 should say that is 
a question that ought to be very carefully considered before expression is made, 
and I could hardly answer it to-day. On general principles. I favor all fair super¬ 
vision and making of statements that would enlighten the public.” (578,.580.) 

Mr. Rockefeller, president of the Standard Oil Company, expresses himself 
in favor of “federal legislation under which cori)oration.s may be created and 
regulated, if that be possible." (797.) 

Mr. Gates, chairman of the American Steel and Wire Company, is much in 
favor of the granting of national charters, chiefly for the sake of legalizing the 
business of corporations throughout the country, and preventing undue interfer¬ 
ence by State laws. He would retpiire a considerable i)ayraent to the National 
Government for charters, and a substantial annual payment thereafter, say 
$1,000,000 a year for a charter of $100,000,000. This payment would be capital¬ 
ize at the beginning, but would result in preventing overcapitalization. If nec¬ 
essary, such a corporation should be put under the control of a national manufac¬ 
turing commission, similar to the Interstate Commerce Commission. (1032.) 

Mr. Dill, a corporation lawyer of New York, believes that Federal corporation 
laws are desirable and that they are within the powers of Congress under the 
clauses of the Constitution referring to the public welfare. The question of cor¬ 
porations has become one of national ira^)rtance, and either tlje statutes of each 
State must provide that foreim corporations shall be on the same level as domes¬ 
tic, or Federal charters are desirable. The witness believes that the Snp^jpme 
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Court, following the Marshall case, would hold that Congress had power to decide 
whether or not a national cori)oration law was a proper measure. Trussts and 
industrial coi-porations are as much a matter of public welfare as the incoiiwra- 
tion of tho Pacific railroads. The President formerly vetoed as unconstitutional 
appropriations for internal improvements, but river and harbor bills are now 
considered perfectly constitutional and normal. (10S7, I0S8.) 

Mr. Pam, general counsel of the American Steel and Wire Company, believes 
that it would he advantageous to corporations doing a business more or less over 
the .entire country if they could be incorporated by national law. It would avoid 
the exercise by each State of its separate right to construe the powers and duties 
of each corporation. There would be some (juestion as to the taxing pow'er in 
case a corporation were organized under national law, and there is some doubt as 
to the constitutionality of such an incorporation law, except as regards strictly 
interslate business. The witness is inclined to believe, however, that the genei’al 
power of Congress to give charters and grants is sufficient to permit sj)ecial cor¬ 
poration acts, except .so far as the rights of individuals to control their own iirop- 
erty are interfered with. Congress has already issued special charters to the 
Nicaragua Canal Company, and to railway corporations designed to operate in 
the Territories, but also extending beyond the borders of the Territories. 
(1IW7, lOiiS.) 

3. Deiirccat&l.—Mr. Dos Passos, a lawyer of New York, believes that it was a 
wi.se stretching of the Constitution to i'ncorpoi-ate the Nicaragua Canal Com¬ 
pany, but for Congress to incorporate other companies would, in his oi>inion, be 
unconstitutional. (IbW-lllil, 1174.) 

Mr. Stetson, a corporation lawyer, believes that a national incorporation law 
woulil be unnecessary and therefore hannful. Under the present Constitution 
Congress has no power to pass such a law except as to interstate commerce; the 
definition wliicd; the courts will give to that term he does not know. The general 
welfare clause of the Constitution does not, he believes, confer an independent 
grant of pow(;r. (!I81.) 

C. Freer rights under patents.—Mr. Dos Passos sees no reason for taking away the 
incentive to invention by withdrawing the right of exclusive manufacture of 
invenbal articles secured by the present laws, nor dots he favor the sugge.stion that 
manufacture he made open to all upon the payment of a ro.yalty to the inventor. 
H(i admits that the .actual invtmtor of any device seldom makes mucdi money out 
of it. Tile advantage is gained by some corporation usually. (1170, 1171.) 

D. Eemoval of tariff (.see al.so above, p. 314).—Mr. Buynitsky, assistant chief of 
the customs division of the Ti'casury Department, has suggested a bill authoriz¬ 
ing the President of the United States, whenever he shall be satisfied that any 
article subject to customs duty is monopolized and the pri<;e controlled by a 
combination in .such a way as to lower the wages of operatives or to secure more 
than a reasonable profit, to reduce by proclam.ation the duties on the article to 
tho extent of not less than per cent nor more than 30 per cent thereof. (50.) 

Mr. Gary, president of the Federal Steel Company, states that to remove the 
tariff on articles largely produced by great corporations, provided protection is 
essential, would of course kill the coiiiorations, but he does not believe that this 
is the best remedy for monopoly. There might be individual.s occupied in pro¬ 
ducing the .same classes of goods, and it would he impossible to withdraw the 
tariff as regards the coi^ioration and not a.s regards the individual. The only 
grounds on which discriminations in the tariff could be Justified would be that 
a corporation was doing an illegal business, and if that is once ascertained there 
is no need of a change in the tariff in order to supjiress the corporation, since 
combinations in restraint of trade are illegal under common law and statute. 
(999, 1000.) 

Mr. Rice, an independent oil refiner, believes that the tariff should be repealed 
so far as it applies to articles controlled by trusts and combinations. (730.) 

E. Federal regulation of railways; prevention of diecriminations.—1. Working of pres¬ 
ent laws, —Mr. Lockwoop declares that the interstate-commerce act was the 
result of a movement by the independent refiners of Pennsylvania, but the 
great railways and tru,sts .seem to pay no attention to the law. The commis¬ 
sion is practically powerless, and the trusts constantly threaten to still further 
embarrass it by testing particular powers and orders in the courts. Thus it was 
shown 4 or 6 years ago that the Atchison, Topeka and Santa Fe Railroad 
had paid out more than $7,000,000 in rebates to ftivored shippers long after the 
^t was in operation. There is practically no remedy for railway discriminations 
in the courts. They have been, packed with men who will do the bidding of the 
railways, and the process in any case is too long and expensive. Thus a suit 
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for conspiracy brought against the Standard Oil Company and the Penn.sylvania 
Railroad in 1879 was removed from the l<K-id court to the supreme court of 
Pennsylvania, which took oriffinal jurisdiction, praotic-tlly stretching the consti¬ 
tution to do so, and the case was hung up. (388-390. 398.) 

Mr. Archuold characterizes this la.st statement of Mr. Lockwood as outra¬ 
geous, and calling for no answer. (.W3.) 

Mr. Bice declares that the Interstate Commerce Cc)mmis.sion has failed to en¬ 
force the law, even where it had power to do so, and where evidence of violation 
was amply shown. He does not consider that the complaint on the part of the 
commission of lack of power is altogether justified. He refers to cases which he 
himself has brought before the commission, where either no decisions have been 
reached or the decisions have been only pai'tial. (739,733.) .» 

2. Comhiitalions among railways. —Mr. Tiiurber says that combination among 
railways was the first prominent form of combination. By forming trunk lines 
rates were greatly reduced, falling from an average of 3.o’8 cents in 1865 to 0.72 
cent in 1895. While competition of lake transportation and other causes have 
contributed to this redmttion, it is chiefly due to mechanical improvement made 

E ossible by aggregation of capital. Rates of watm- transportation themselves 
ave been greatly reduced by inc.reased size of vessels, brought about by large 
capital—e. g., Rockefeller whaleb.acks. Pooling of railways nnder the supeiwision 
of the Interstate Commerce Commis.sion is desirable. (4,18,19.) 

Mr. Bice, an independent oil refiner, testifies that, although the United States 
Supreme Court has decided that the Shenuan antitrn.st act applies to combina¬ 
tions of railways, such combinations still exist. Whenever there is a new decision 
against one of the traffic a.s.sociations all the others change their names and form 
of organization, so as to escape liability for jiast offenses. Mr. Rice (juoted 
from the Official Railway Guide for September. 1899, to show that there are at 
present 44 traffic associations, which he (diaraiderizes as unlawful. Many of the 
traffic associations include water lines, thus preventing competition from this 
source. The leading steamship lines on the Great Lakes are also organized into 
an association by themselves, and^ moreover, the majority of them are owned by 
railroads. Mr. Rice cites the agreement between the Transcontinental Associa¬ 
tion of Railways and the Pacific Mail Company, dated October 1, 1889, by which 
^00,000 per annum was paid to the steamship com])any for granting the railways 
the privilege of fixing all passenger and freight rates, both by vessel and rail, 
between Hew York and San Francisco. 

Mr. Bice also points out the rapid movement tow.ard actual consolidation of rail¬ 
ways during the past decade, quoting from Mr. Vreeland, president of the Metro¬ 
politan Railway (Company of New York, that, since 1890,940 railroads, aggregating 
63,000 miles, have been consolidated. 

The witness further declares that these combinations and as.sociations of rail¬ 
ways work in entire hannony with the great industrial combinations. TJie joint 
capitalization of the railway.s and tin? trusts is nearly 819,000,000,000, fully half 
of which is fictitious. Mr. Rice estimates that the gross receipts ot the railroads 
are $800,(MX),000 annually, and that fully ,8100,000,000 annually is taken from the 
people by unjust discriminations, going to a jirivileged class of “cold and calcu¬ 
lating men, who, by open bribery and naked rascality, sewire the favor of (he 
railroad officials. ” This system of favoritism has been the source of the unequal 
distribution of wealth in this country. It has enabled men to accumulate for¬ 
tunes of $400,000,000 to $500,000,000. while their fellow-creatures are suffering for 
the bare necessities of life. (741-746.) 

Mr. Monxett states th.at the Central Pa.sst‘nger Asscxiiation has been formeil 
since the Joint Traffic As.«)ciation was broken uj) by the delusion of the Uniter? 
States Supreme Court. It has issued thousand-mile books, w'hich may be used 
upon all the roads; they are sold for $30, and $10 is returned when it is shown that 
the tickets have not been transferred. This association is now being brought 
before the Ohio courts. (329.) 

8. Pooling contracts.—hit. SteTso.v. a railway and corporation lawyer, believes 
that railways should be allowed to make any corjiorate contract they choose 
with one another, subject to annulment by the Interstate Commerce Commis¬ 
sion. The contract should continue in force until disapproved by the Interstate 
Commerce (lommission, and, in case of appeal from its decision, until the reason¬ 
ableness of the rates has been tested by the courts. It would be preferable that 
the Interstate Commerce Commission should be made a judicial body, with life 
tenure, and with final power to decide promptly as to railway rates. (978-980.) 

Mr. Dos Passos, a corporation lawyer of New York, Ixilieve^ that by granting 
the railways the right to pool and operate their roads in a reasonable way the 
incentive to freight discriminations will be removed. (1176.) » 
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4. Increase, of jmcers of Hie Interstate, Commerce Commission.—Mr. Stetson 
expresses the opinion that the power of the Interstate Commerce Commission to 
declare whether a rate is reasonable or unreasonable should be retained, but he 
sees no reason why rates fixed by railways should not remain in force until held 
unreasonable, and in case of apiMsal until the Interstate Commerce Commission 
has been upheld by the courts. He does not believe there are any unreasonable 
rates now existing'. He does not consider it best to give the final decision as to 
matters affecting the greatest body of property in the country to a board subject 
to iiolitical influences and to a change in membership every 4 years. If the com¬ 
mission could be changed into a court and its officers given life tenure, final 
decision might properly he left to it, and the present injurious delays fi'om 
appeals would be avoided. It is de.sirable that unreasonable rates, if they exist, 
shonl4 be immediately abolished. (il7S, 980.) 

ihibUcity of railiruys.—Mr. Stetson, who has been employed as counsel in 
the reorganization of various railways, is strongly in favor of thorough publicity 
in their management, on account of the public nature of their services, and because 
of the comparative monopoly which they enjoy in particular places. (978.) 

Mr. Westoate, an independent oil refiner, advocates the establishment of rail¬ 
road examiners, who should examine the books and accounts of railroads, espe¬ 
cially where complaint is made by persons injure<i,to discover whether discrimi¬ 
nations have been m.adc or whether charges are unjust. (3S2,;i88.) 

8. Gorerniiwnt ownership of railuvys.—Hoverdl witnesses advocate government 
ownership as the only effective rmnedy for railway di.scriminations. 

Mr. Emehy, an independent refiner of oil. believes that if it were possible to 
enforce effectively the existing laws jirohibiting discriminations, making some 
prominent railway men examples by putting them behind prison bars, further 
action might be unnecessary. But sucli effective enforcement of law is imprac¬ 
ticable. 

The experience of Germany and of Norway and Sweden, tla^ witness believes, 
shows the practicability of government ownership. In the latter lase especially 
the motive of government ownershii), which has all been worked out during the 
past 18 years, was to prevent railway discrimination. The independent refiners 
have shipped oil in Germany and Norway and Sweden and find they are able to 
get fair rates. (070,871.) 

Mr. Lockwood, an independent oil producer, states that the independent oil 
refiners have found in Germany, where the railways are owned by the Govern¬ 
ment, equal conditions of shipmimt, and they are able to make a profit. The 
railways are recognized by the courts and by economists as the peoide's highways, 
which can not justly be made private property. The United Stute.s could borrow 
money for acquiring railways at from 11 to 3 per cent less interest than the rail¬ 
ways are now paying on their bonded debts. The danger of partisan abuse of 
the ajipointments to the railway service is not esiiecially to be feared. It can be 
checked by proper civil-service laws, and at any rate the evils could not equal 
the present political corruption caused by the railways under private ownership. 
(392,393.) 

Mr. Rice, an independent oil refiner, believes that the influence of railways is 
so great, especially through their iiolitical power, that it is impossible to enforce 
the existing laws, and hence advocates government ownership. (730.) 

7. Control of railways in Canada.—Mr. G.ali, states that there is a law in 
Canada against railway discriminations, and a railway committee of the privy 
council with certain powers of iuve.stigation. He does not think, however, that 
this committee has effective power to onlorce its decisions. (88.7.) 


V. CORPORATION LAWS IN THEIR GENERAL ASPECT. 

Much testimony was presented as to the characteristics and effects of existing 
coiporation laws and as to the desirability of changes in them. Most of the 
evidence has to do with the (lucstion of the relation between stockholders and the 
corporation, and as to the protection of the public as investors against frauds in 
capitalization. The testimony on the two latter siieciflc topics is summarized 
separately. 

A SenerM features of corporation laws.—1. Liberality de,sirahle. —Mr. Moore, who 
has organized several large coriiorations, expresses the lielief that coimoration laws 
should ho made more liberal, and that at the same time efforts sliould be made to 
make corporate investments more secure. He thinks that the English corooration 
law has points of advantage, and should be copied in certain respects. The New 
Jersey law is somewhat along the line of the English one. In England, just 
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before the annual meeting, a printeil copy of a statement of the condition of the 
company is sent to each stockholder. At the same time the directors, or at 
least part of them, retire and offer themselves for reelection. The former 
restrictions on the powers of corporation.s have been repealed in England, and 
corporations can now do anything which is legitimate. One result i.s that their 
securities can be sold on the e.vcliange on the basis of ;i or 4 per font interest, 
whereas the preferred stocks of American companies, with an interest of 7 per 
cent, barely sell at par. The witness thinks it should be po.ssihlo for these more 
profitable inve.stments to be made secure (snough to enable people of smaller 
means to invest in them, imd so obtain a larger income than can be got from 
Goveniment boiuls. (!H)4,ll6(i.) 

LiuhUitji of sfochholders, — Mr. Stetson, a corporation lawyer c^f New York, 
advocates the abolition of the liability of stocklndders of corporations. The i)er8on 
doing business with a cor|X)ration shoxild imiuiia! into its solvency and respon.si- 
bility as a (mrporation, ,iust its he would inquire concerning an individual with 
whom he did business. The law provides adequate remedies if false infonna- 
tion is given under sxich circumstance.s. (1)74.) 

B. General characteristics of laws of certain States.—!. New Jerncij incorporation 
laws.—M.v. Moore, who has organized several great combinations, states that the 
chief advantage of incorporation in New Jer.sey, as conqiared with New York 
and other States, is that the ta.xation of corporations is on the whole more reason¬ 
able and that the laws are more liberal and just. Other States which place 
higher taxes upon companies and thii.s drive them to organize in New .Jersey are 
working against theirown intere.sts. The witness considers thateach State ought 
properly to protect the corporations which have their chief business located in 
the State. The States are getting more fully to understand the nature of cor¬ 
porations axid are likely to make their laws more liberal. 

The laws of some of the other States are already practically as liberal as those 
in New Jersey, but Now York capitalists who invest largely in the.se great com¬ 
binations prefer to have the corporation in New .Tcrsey, which is near at hand. 
There is some question as to what would be the re.siilt upon the location of existing 
corporations if other States should adopt more liberal laws. 

Mr. Moore does not consider that tb.o New Jersey laws are unduly libxu’al. They 
gu.arantee protection to the stockholders, wlit) are allowed to .see the books, as 
they justly should be. The witness does not consider that greater publix.-ity of 
the affairs of (mrporations is necessary than that obtained through the statement 
presented to the stockholders at thi> axinual xueetiiig. as is required hi New Jersey. 
(964, 966.) 

Mr. Pam, general counsel of the American Stisd and Wire Company, testifies 
that the reason for the incorporation (jf that (amqiaiiy in New Jersey was that the 
broad scope of its business, coveiing production in several different States, and 
including mining of iron and coal as well as manufacture of .steel products, 
required exceedingly broad powers. The laws of New Jersey are more liberal in 
their scope than those of mo.st of the < ither States. They give the corporation power 
to carry on .any h^gitimate business in any State, and no (luestion can be raised by 
any other State as to the (lower of the corporation, so far as its own chai'ter is 
concerned. The Pennsylvania statute, for exami>le, jirovides that no nonresident 
corporation can own more than 100 acres of land. The Illinois laws do not permit 
a corporation of that State to own stock in other corporations. Under the New 
Jersey act a corporation can own stock in a Pennsylvania coriioration, which may 
acquire land in excess of 100 acres. This could not be accomplished by an Illinois 
corporation. 

The Illinois law, moreover, exempts from taxation the caintal stock of purely 
manufacturing corporations, but the courts construe the law so that if the com¬ 
pany exercises any other power, such as the operation of mines, it is not exempt 
from taxation. An independent wire company in Illinois which did not <;ngage 
in other branches of industry would have an advantage over the American Steel 
and Wire Company in the matter of taxation if the latter were incoiqiorated in 
that State. 

The witness considers that, under modern conditions of industry, where State 
lines are practically disregarded so far as economic relations are concerned, cor¬ 
poration laws mtist be liberal in order that bu.sine.ss may bo properly conducted. 

Mr. Pam does not believe that the New Jersey law is unduly lax in its protection 
of stockholders. If anything the statute there requires greater publicity as 
regards stockholders than the Illinois law. (103.'), 1037.) 

Mr. Gary, president of the Federal Steel Company, gave similar reasons why 
it was incorporated in New Jersey. The witness knows of no provision in the 
New Jersey law especially to the disadvantage of stockholders. (996.) 
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Mr. BR.tDLEY, vice-president of the DistillinK Company of Americ^a, states 
essentially the same grounds for the incorporation of that company in New 
Jersey. (833.) 

Mr. Stetson, a corporation lawyer of New York, testifies that, in addition to the 
wide grant of powers, the advantages of incorporation in New Jer.seyare: (1) Ta.\- 
ation lower than in New York and in some other States: (2) that the liabilities of 
■stockholders and directors are less than in certain other State.s. there being no 
personal liability of stockholders in addition to the amount of capital paid in; 
(3) that the law permits property to be taken in exchange for .stock in accordance 
with a value determined by the directors in good faith, although it is not true that 
the stock does not have to be paid for fully in cash or property; (4) that there i* 
no limitation on the amount of indebtedne;is which a corporation can incur. 
(»71, 97 , 0 .) 

Mr. Kino, secretary of the New Jersey Corporations Agency, enumerates essen¬ 
tially the same advantages of New Jersey laws as Mr, Stetson. Mr. King does 
not believe, however, that the New Jersey laws are the most liberal of tho,se of 
of any State, West Virginia especially having freer laws. He lielieves, on the 
whole, that the public are well protected under the New .Jersey laws. (1108-1110.) 

3. [Vest Virginia corporation Um - H . —Mr. Dill states that a tr<ainp corporation 
is understood to be one which does all its business outside of the State by which 
it is incorporated. The laws of West Virginia, in his opinion, permit the forma¬ 
tion of such corporations, pr.actically the only restriction Laid upon corporations 
formed there being that the capital is limited to $,7,000,000. The .stockholders 
may meet and the principal office may be located anywhere. There is nothing 
which must be done within the Stiite. Since it is a recognized principle of law 
th.at the courts of one State Iiave no power to compel the books of a corporation 
organized in another State to be brought to the first State for examination, the 
stockholders of a tramp corporation have no guarantee of access to its books what¬ 
ever. (1077-1079.) 

3. Dclan'ore corporation fair.*!.— The Delaware law, according to Mr. Dili., 
stands between those of West Virginia ,and New .Jersey in its requirements. It 
does not demand that the stock and transfer books be kept in the State, but 
requires duplicates to be kept there, although it is not necessary that the list of 
stockholders be continually posted to ilate. (1077-1079.) 

Mr. Smith, an attorney at law, of Wilmington. Del., testifies concerning the 
adoption and character of the Delaware corporation laws. 

Formerly the practice in this State was for the legislature to grant special 
charters in e,aeh case. The new constitution of 1897authorized the legislature to 
establish a general corporation law. Such a law was drawn up by a joint com¬ 
mittee of the legislature, aided by counsel, and adopted in March, 1899. Its general 
features were largely modeled on those of the New Jersey statute, but in certain 
regards the law wa.s made more liberal, confessedly with the purjsise of influenc¬ 
ing corporations to organize in the St;ite. The niiiiu pur])ose. according to Mr. 
Smith, was to secure the actu.al location of businc'ss in Delaware, a subsidiary 
object being to increase the State revenues by the taxes on the oorpor,ations formed 
there. The witness believes that several large corporations. e.specially some 
engaged in iron manufacture, have actually settled in the State', largely under the 
influence of this libi'ral statute. 

The Delawai-e law fixes no limit to the <';ipitalization or duration of a corpora¬ 
tion, further than that the term of its duration must be mentioned in the articles 
of incor]ioration. A charter once granted can not be repealed or modified by the 
legislature, unless by a gener;d act. (1119,1131,1133.) 

C. Taxation of corporations in different States.—1. New Jcracij .—The relatively low 
and fixed taxation on corporations in tliis State is referred to by several uitne.sses 
as a rea.son for incorporating there. (.See p. 340.) 

Mr. Dill, a lawyer of New York City, testifiiis that one of the chief advantages 
which lead corporations to organize in New Jersey in preference to other States 
is the certainty regarding the amount of taxation.' He quotes the statement of a 
prominent banker of New York that it is advantageous to organize iiiNeWiIersey 
because that State has asurplns in its treasury and will not be driven, ns is apt to 
occur in New York, to sipieoze more money out of corporations to make uj) a 
deficiency. The taxe.s are fixed upon a perfectly definite basis, the amount of capi¬ 
tal actually paid in, the rate of tax being one-tenth of 1 per cent on capital up to 
$3,000,009; one-twentieth of 1 per cent in excess of $3,000,000, but not over 
$5,000,000, and $50 for each additional $1,000,000. In some other States there are 
several boards, with a number of individuals on each, who have power to fix the 
valuation of corporations for taxation on various bases. The witness believes 
that an arrangement of this kind leads to great corruption. 

83a— FT 1-16 
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As to the reason for the decrease in the rate of taxation as the amount of capi¬ 
tal increases, Mr. Dill states that when the statute levying the tax was passed 
corporations of the present immense capitalization were never dreamed of. The 
le^lature has not yet had time to pass on the new question as to the just taxation 
of these large corporations. Mr. Dill does not consider that the present arrange¬ 
ment constitutes in itself a special attraction for corporations to go to New J ersey. 
He implies that strictly proportional taxation would be, in his opinion, more just 
than the present .arrangement. (1081,1086.) 

8. Delaware.—The: rate of taxation upon corporations is less in Delaware than 
in New Jersey, but the method is identical. The incorporation fee in Delaware is 
15 cents per ?1,000 of capital, as compared with 80 cents in New Jersey. The 
annual franchise tax is one-twentieth of 1 per cent on the first $51,000,000 of capital 
stock actually issued, as compared with one-tenth of 1 per cent in New .lersey. 
On the excess above $8,000,000 the tax in Delaware is one-fortieth of 1 per cent, 
and on the excess atove $5,000,000 $30 for each $1,000,000. 

Owing to the fact tliat the State of Delaware has comparatively light expenses, 
it is not likely that this franchise tax will be increased, but on the contrary it is 
apt to be decreased, if new corporations come to the State in large numbers. 
(Smith, 1119-1123.) 

3. West Virginia. —This State, unlike most others, requires a fixed annual license 
fee from all corporations, irrespective of capitalization. The first payment is 
required before the charter is issued. The .amount of the tax is $10 per year in 
case the principal place of business is in West Virginia, and ,$50 in case the office is 
outside the State. A sworn statement must be made as to the actual location of 
the princip.al place of business, to avoid eva.sion of the higher fee. (Nrvins, 1113, 
1117,1118.) 

4. Ohio. — Mr. Monnett, attorney-general of Ohio, believes that the Ohio fran¬ 
chise tax law is setting the example for various other States. It values the prop¬ 
erty of the corpor,ation according to the market value of its stock. Railways 
pay instead a tax of one-half of 1 per cent on gross receipts, under which $450,000 
has been collected. (337.) 

VI. RIGHTS OP STOCKHOLDERS AND THEIR PROTECTION. 

The belief is implied, even where it is not directly stated, by various witiio.s.ses, 
that corporation laws as now existing often lejive stockhoiders largely at the 
mercy of the officers of the corporation, and especially that the minority stock¬ 
holders are not sufficiently protected. This is dtmied by other witnesses. Testi¬ 
mony was presented especially as to the working of the laws of New Jersey, 
Delaware, and West Virginia in this regard. 

A General dieenssion.—1. What should be the powers of directors and the protection 
of stockholders? —The question being rai.sed by the o.xceedingly great pow’ers con¬ 
ferred upon the directors by the charter of the Federal Steel Company, Mr. Stet¬ 
son, who drafted the charter, states that in his opinion the law should not interfere 
to limit the powers of the directors or to protect stockholders. There is no 
such thing as due or undue among competent persons of mature mind. Noi(liing 
is so desirable as liberty of compact. If the parties are willing to form a corpora¬ 
tion with such powers, let them do so. Most of the evils which arc connected 
with corporations have been due to iiaternalism, which has mad(> investors believe 
that they would receive-some kind of protection which they do not receive in 
their dealings with individuals. The investor should ascertain the character of the 
business into which he enters. Legislation can not make the weak iind ignorapt 
strong and competent; they can learn most by c.xperience. 

As to the obligation of directors toward stockholders, although directors are 
trustees, they are held only by the terms of the imstrument establishing the 
trust. The question is simpfy, what are thosi' tenns. 

As a matter of fact, the directors themselves usually own a large majority of 
the stocks of corporations, and are interested in their prosperity. The idea that 
there is a large body of outside stockhoUhns who are shut out and injured by the 
action of the directors is a mistake. In ca.se of financial stress, not the stock¬ 
holders but the directors have to sign notes and incur the burden. 

It may sometimes happen that a few stockholders or directors, although owning 
a majority of the stock, may have interests contrary to those of the small stock¬ 
holders, who are a majority in numbers. But in the opinion of the witness direct¬ 
ors are usually faithful to their trusts, and any gain by increased jirotection to 
the minority would be offset by decrea^ efficiency. (973-93'4.) 

8. Protection of stockholders under existing laws.—slt. Dos Passos, a latter 
of New York, believes that the common law, even aside from existing sl^jtines, 
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secures the stookhulder sufficient right of investigation of the affairs of corpo¬ 
rations and sufficient protection. Through the instrumentality of a court of 
equity he may at any time obtain access to the hooks, although sometimes per¬ 
sons attempting to see the books for fraudulent purposes are refused that privi¬ 
lege. If he be reasonably persistent, an individual stockholder may obtain neces¬ 
sary information despite opposition from officers or large stockholders. The 
common law also affords ample remedies for fraud or misrepresentation. 

The witness admits that frennently a minority of stockholders control the 
affairs of a coijioration. but attributes this altogether to the indifference of the 
other stockholders. If, however, the maiority discover abuse on the part of the 
minority, it is easy for them to get together and control the coiporation. 

Mr. Dos Passos advocates, however, full reports of corporate affairs to stock¬ 
holders. Each company should have an auditor, who should make a monthly or 
quarterly financial statement showing the general condition and business of the 
corporation. (1154, 1104, 11B7,1168,117.5.) 

3. Corporation stock trusts.—Mr. Dos Passos testifies that it has been quite a 
frequent ocoun-ence lately that the holders of a majority of the shares of a corpora¬ 
tion have pla(X'd thctri in the hands of trustees. These trustees have the entire 
voting power of the stocks, but issue certificates representing a beneficiary right 
to their earnings. This practice Mr. Dos Passos considers advantageous by 
establisliing a permanent management or policy and by transferring the control 
from stoi^khohlers who take little interest to a few individuals who are interested 
and familiar with the corporation affairs. It would be possible for one company 
to be formed within anotlier over and ov(!r again in a similar fashion, so that a 
small fraction of the original shareholders might ultimately control the entire 
management, hut the witness does not consider any restriction of the practice nec¬ 
essary or dccsirable. (1174, 1175.) 

B. Protection of atookholders under New Jersey laws.—1. Summani of taw. —Mr. Dill, 
a corporation lawyer of Now York City, testifies that the distinguishing features 
of the New Jersey law are: 

(1) Stockholders are forbidden by law to hold meetings outside of the State, ' 
any act done at such meetings outside the State being void. Meetings must be 
held at the registered office of the company. 

(2) The corporation is reciuired to maintain a principal office in the State of 
New .Jersey, the laws as to this office being perhap.s more stringent than in any 
other State, especially since the amendments of the paist 3 yiairs. 

Each corporation must state in every paper it files in the office of the .secretary 
of state, and in every statement it publishes, the location of its office in the State 
and tho name of tlio piu'son in charge as its agent njion whom process may be 
served. This agent may he an individual or a domestic, corporation, but by statute 
of 189!) no corporation hereafter organized, c.xcept a trust company, can act as 
such agent. A sign giving the name of the corporation must he conspicuously 
displayed on the outside of the principal office. 

At the principal office there must he a person who is authorized to transfer 
stock, and he is required also, under penalty of Iji'fOll'per day, to keep a book 
wliich shall’contain the name, address, and holdings of every stockholder, posted 
to date, and a hook containing the name and address of every officer of the cor¬ 
poration. Ten days before the annual meeting tliere must be posted an alpha¬ 
betical list of stockiiohh'i's, with their addresses and holdings. 

Each corporation must makt; an annual report, giving the names of its officers, 
agent, place of business, and other facts, to the .secretary of state, and must keep 
it on file in the principal office. 

All these records are open to inspeedion of all stockholders of the company at 
all times during business hours. 

Coriiorations are compidled to file in the office of the secretary of state, and 
inferentially to keep on file in their principal office within the State, a statement 
under oath of every ailditional issue of or payment on tho c.ajrital stock of the 
company, showing how much was paid in cash and how much in property. 

Mr. Dill points out that these provisions of the statute guarantee greater publicity 
and assure to the stockholders more certain opportunities to ascertain the names 
of their follow-stcKikholders and the condition of tho business than the laws of 
most other States, In New York there is no statute reipiiring stock and transfer 
books to be open to stockholder.s, and although the courts have held that this is 
a commem-law right, the stockholder desiring to enforce the right is compelled to 
bring suit at heavy expense. In New Jersey, if he is refused access to the books, 
the chancellor of the State may, without any notice to the other parties, compel 
the books to be brought to a designated place and kept there. 

Most largo corporations, according to Mr. Dill, keep sets of stock and transfer 
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books ill New York ov other cities ns well as in New .ler.soy. but it i.s the books 
in New Jersey which are consulted by the stockholders. Every transfer made in 
any other office is either wired or mailed to the New Jersey office on the same 
day. and in the large coiuiianies with which the witness has to do the transfers 
are balanced in botli sets of books every day at!! o'clock. In the case of these 
large comiianies stockholders actually make t'reiiuent inquiries cynceniing the 
holdings of other individuals. There were 77 iniiuiries made in J hoiiivs just 
before a dividend was declared by one of the conqianies. 

Ill case, however, a person buys a few shares of stock with the fraudulent intent 
of aciiuiring information cenceniing the cori>oration to its injury, he could be pre¬ 
vented from obtaining access to the books bv an injunction. (1077-1080,108a, 
1084.) 

Mr. Kino, semetary of the New Jersey Corporations Ageiu’y, states that the 
New Jersey law.s require the articles of iiKiorporation, and later the annual 
reports of each corporation, to state who the agent or representative in the Htat« 
is. If the agent .should resign it would be the duty of the corporation to file the 
appointment of a new agent. Th<‘ witness believes that it is possible in every 
ca.se to learn the name of the resident agent at the time from the office of the sec¬ 
retary of state. (1111.) 

2. ilvidence as to piilnre. to compli/ intti lairs.—Mr. Dii.i. declares that these 
strict laws of New .fersey are violatiul by many corporation.s. and that there is no 
effective method of enforcement. The attorney-general i.s authorized to bring 
suit again.st corporations for failure to tile their annual reports, and the law jire- 
gcrilies a penalty of $200 per day. but the witness has seen a statement in the 
newspapers that of 10,000 corporations taken at random not 2,000 have tiled these 
required statements. Personal investigations made by Mr. Dill on the ba.sis of 
records in the offi(;e of the secretary of state incline him to believe that the state¬ 
ments thus made are well founded. (107!1. 1080.) 

Mr. Edoerton, who has vi.sited various (!onq)anie.s and attorneys, registered 
agents of corporations in New .lersey,- testifies that as regards large concerns 
representing numerous and important com])ani(‘S he believes the requirements of 
the New Jersey statute are generally fulfilled. The names of the corporations 
represented are posted, usually in the jrablic hallway of the building, although, 
of course, it is impossible that .so many names should be made very conspicuoxis. 

In the case of attonieys and individuals who represimt a small number of com¬ 
panies. from 1 or 2 up to 40 or 50. usually less 'iniiortant concerns, the law is 
seldom ob.served strictly. 

One man stated to Mr. Edgerton that he bad never had the names of the cor¬ 
porations represented by him po.st(?d. In at least two other instances no xnimes 
were po.sted. but it was .albged that the signs had bemi temporarily rx'moved for 
the purpose of having new ones ])ainted. 

These attonieys and individuals make little attempt to keep uji stock and 
transfer books for the corporations repre.sentod. In many cases they .spoke with 
entire frankness to the effect that this provision was entirely unnecessary and 
unreasonable as regards small companies having few stockholders and siaircely 
any transfers. One attorney stated that be advises his clients regularly that the 
law is sufficiently complied with if the books are brought into the .State at'any 
time when desired or reijnested. More often attorneys said that they advi.sed 
their clients as to what the law reipiired. and allowed them to take their own 
risks if they saw fit not to conqily with it. -ill the agents maintained that 
inquiries from stockholders tor information were very rarely or never received. 
The treasurer of one company repi'esenting 51 corporations declared that, so far 
as he knew, no such inquiries bad ever been imide by the stockholders. 

Mr. Edgerton lielievcs that the smaller agencies of corporations also make little 
attempt to require the r-ompanies represented to comply with the law in regard to 
filing the annual reports in the office of the .secretary of state and of the agency. 
(1123-11211.) 

Mr. Ryan, an attorney who .acts as registered agent for corporations at .lersey 
City, testifies that stockholders and officers of corpoi-ations frequently appoint 
him as their agent and hold their first meetings at liis olfice, and that ho is then 
immediately asked to resign, or does so voluntarily, and thereafter has no fur¬ 
ther connection with the company. He has been especially in the habit of receiv¬ 
ing corporations organized by Mr. 'Whitney and Mr. Noblett, New York promoters, 
and practically had an an-angement by which his name could be inserted in the 
certificate filed with the secretary of state as agent of the corporation without 
consultation with himself. The witness is freqriently absent from his office when 
these stockholders’ meetings are held there, and when present often does nothing 
whatever but stand around. He has no office help. ^ • 
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Mr. Ryan explauis, furtlier, that lio does not meaTi tliat he always fonnally 
resi/i^ns his position as aj<ent of tlie (‘orporations thus orj<a7iized, but that lie simply 
droi)s their busimiss. Tlie coi-porations have officiss olsc-when^, oi t(*n in the State, 
and ho i)ays no furtlmr attention to them. It may bo that his name remains upon 
the records as the rej^istered aKont of the company. Altlioui^li it is the duty of the 
company to appoint another aj?ent in case he has resi.u'ned, that is the business of 
the (Munpany. 

Th<> witiK'ss admits that some of the companies wliich are organized in this 
way at liis olii^-e are scavooly sound organizations. Tliey are mostly compara¬ 
tively small companies—manufacturing (■oiiipanies—with a capital, p^uhav's, at 
the outHi<le, of The witness has no knowh'dge, however, as to the 

character of their business or thbir ofIic»‘rs. lie does not impiire deeply into 
them. 

No ret^ords of these companies wliicli «h) bitsiness with Mr. Ryan are usually 
retained in his oflicc, although there are (lor 7 of which he is tha pm-inaneiit agent, 
with i)ossessioii of certain records. Ei theotln^r cases he niake.s a note of the name 
of the cor])oration, but keeps no list of the (►fticers or stockholders. He simply 
knows th(‘ incorporators. As to tlu' companies which retain hooks at Mr. Ryan’s 
office, hi" believes that he has a full list of the stockhoIderH, jtri'pared annually by 
the secretary of state or by tlu‘ officers of tlie corporations in conn(*ction with the 
annual meeting. (July one of the companies, liowever, has ev(‘r held an annnal 
meeting. The witn(?ss is not aware that the law re<piires a list of stockholders to 
be kept up to date contiimally. 

;Mr. J- yan lias si.'veral stoclv-ci;rtih<.:ate books in his office. ;iml lias ociaisionally 
made a few transfers i)f stoidcs. althougli he does not mention the names of any 
compaiiic's now existing as to which transfers have be<‘n recmitly made. The 
class of companies with which the witness is connected do not ordinarily transfer 
sto(dc t(» any considerabli' extent. If a stockhohhu" sb.ould ask the witnes.s for 
information he wouhl tell biiii all he knew, hut often this would be less than the 
stockholder himsi^If knc'w, 

Mr. Ryan believes that lie has beiui attorney, in the nianiier above described, for 
nerliaps To different i-omiianies. As far as he knows he has complied with the 
New Jersey laws. H(‘ charg<\s a fee for his services, usually only $.*) or .$10. Tlie 
witness ilenit's that any books have been sent to his office rei^ently in order to 
avoid punishment for nonconipliance with the law. He has kept signs on the 
outside of his othci^ .giving the names of the (corporations represimtcd, but rec(‘ntly 
the separate tin .signs hav(* be(*n taken down and a now sign (covering all the 
diffen'iit companies is h(*ing painted. The witiie.ss does not (conshler that this 
neglect amounts ro a violation of the law. (11)00-111)5.) 

3. UrgiatrafioH and trust vompatn'rs. —It appears that a large proportion of the 
more im])ortant coi'iiorations organized in N(‘w Jersey have as their authorized 
agents for th(‘ servuce of process and as the transb'r agiaits and custodians of the 
stock books certain corporations sp(*cially orgaiiizi'd for that purpose, euich of 
wlii(ch represents a Itirge tuunlier of companies. The methods of business of the.se 
corporations were descrilnsl by several witnesses, these being offi(cer8 of tlie Cor¬ 
poration Trust Company <d Nciw J(crsey, Jeersey City: the New Jer.sey Corpora¬ 
tion Guarantee and Trust Company. Caimleii: and the New Jersey Registration 
and Trust C<niipany, East Orange. Acia^rding to tlu'sic witn(^ss(‘s it is the purpo.se 
of those coninani(*s to facilitate compliance with the N(‘W Jersey law by the (cor- 
poi'ations which they represent. 

(u) Writti'ii authority rt‘(piir('d.—These trust coinpanh's rc<iuire from each 
corporation r(‘gistering with them a written authorization, in the form of a reso¬ 
lution adojib'd by the (‘orporatiom A uniform form is used for this purposi*, of 
wlihch tlie following is a sample: 

■■ OrdenMl. (1) That, in cimipUanee With the laws of the State of New Jersey, 
this corporation have and continuon.dy maintain a principal office and plaice of 
busiiHCHs within the State of New Jerstcy, have an agent at all times in charge 
thereof,and mioii whicJi agent process against this corporation maybe served, 
and in said office kei^p the .stock and transfer books for th(‘ inspectioii of all who 
are authorized to sev‘the same and for the transf(T of stock. That the books in 
whi(di the transfers of stock .shall be n‘gistered and tln^ Imoks containing the 
names of the shai'C'holders shall be-at all times, during the usual honr.s of business, 
(rpeii to tin* examination of every stockholder at said principal office. 

• That the nanu' (J this corporation be at all times conspicuously displayed at 
the entrance ot its principal office in this State. 

furtlun* ordered, until tliis resolution be duly rescinded. 

**(2) That such office and tdace ()f business be in and at the Corporation Trust 
Company building. 00 GramI street, Jer.sey aty, N, J., and that this company be 
registered with the .said trust company. 
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“(8) That the Corijoration Trust Company of New Jersey be, and hereby is, 
appointed the agent of tliis corporation for all of the aforesaid pui-poses, and the 
agent of this company upon whom legal process against this corporation may be 
Berve<l within the State of New Jersey, and also the transfer agent of the stock of 
this company.” (Wood, 108!I. 1090; Hansei.l, 1095: Gakvin, 1098.) 

(6) Number of companies represented.—Mr. Wood testified that the Corpora¬ 
tion Trust Company of New Jersey is agent of betwiicu (i(K) and TOOt^orpoi-ations, 
with a total capital of between $1,000,000,000 ami .$3,000,000,000. Mr. Hansell 
stated that the New Jersey Corporation (Jiiarantee and Trust Company repre¬ 
sented about 500 companies^ with at least $500,000,000 capital. ■ The New Jersey 
Eegistration and Trust Company, according to Mr. Gahvin. is the agent of 
between 375 and 300 corporations, with a total’capitalization t)f from .$300,000,000 
to §400,000,000. Lists of the corporations thus rei)re.sented by thAie trust com¬ 
panies were filed with the Commission in each ease, l-iigns stating the names of 
each company represented aw) displayed on the outside of the buildmgs of these 
tru.st corporations. (1090,1094,1098.) 

(c) Transfer of stock.—The trust companies are antliorizeil tliem.selves to make 
transfers of the stock of any of the corporations. In .such a case the stock certifi¬ 
cates are handed in. showing the transfer on the back, the entry is then made in 
the transfer l)Ook, posted in the stix^k ledger, the new certificate is countersigned, 
the old one canceled, and the new certificate sent to the registrar of the corpora¬ 
tion concerned (a different individual or company), from whom it goes to the new 
holder. If the trust company is the custodian of the stock certificate book, the 
old certificate is filed with it. but the trust company is not rcipiired to keep the 
latter book. 

As a matter of fact, the trust companies do make some such transfers, but the 
ma,iority of the transfers are made at offimw in New York, Chicago, and else¬ 
where, this being permitted by the New Jersey statute. 

Some, at least, of these trust comiianies, sirch as the Corporation Trust Company 
of New Jersey, themselves have an office in New York, especially for making 
transfers in accordance with sales on the Stock E.'cchange. The method of busi- 
nes.s in th.at case is as follows: Brokers send to this New York office <«rtificates 
of stock which are to be transferred, properly .signed and stamped, and in 
exchange receive a small slip or receipt entitling them to the new certificate. 
The transfer is then made on the books, and a new certificate made out, recorded, 
and signed in the certificate book. The following morning the certificate is 
delivered to the registrar of the stock, usually .some bank or separate authority, 
and the registrar delivers it to the broker. The old certificate is sent with the 
new certificate to the registrar lor cancellation, and by him returned and filed in 
the New York office of the trust company or of the corporation itself. 

A tr.ansfer book is kept at the New York office practically identical with that 
kept at the New Jersey office. A record of the tran.sfer is made on a .slip at the 
New York office and sent immediately to New Jersey for entry there. The record 
at each office is kept complete to date, the form of the book being such that the 
name, address, and holdings of each .stockholder are shown, together with the 
date of the transfer of all shares to him and from him. and the persons to or from 
whom transferred. This hook is arranged alphabetically, and is known as the 
stock ledger. 

When stocks of any corporation represented by such a trust company are loaned 
or deposited as collateral, no record appears on the books of the agency, nor 
would the agency know anything about it. It is a private matter. If the loan 
is not paid, the stock would be assigned by the holder to the m editor. The stocks 
can not be transferred except by wrritten authority or assignment of the stocks 
holder. (Wood, 1090-1093; Marw'ick, 1096,1097; Ha.nskll, 1095.) 

(d) Accessibility to stockholders.—The stock books thus kept by registration 
and trust companies, so their officers state, are always available to give informa¬ 
tion to Iwna fide stockholders. The entire list may be shown to a stockholder in 
person, but requests for the entire list are not common. Usually the inquiry is 
as to the holdings of some individual stockholder. The information is furnished 
by correspondence whenever the trust company knows the signature of the stock¬ 
holder or a telegram is received from his known place of business. Inquiries are 
more frequently from out-of-town stockholders than from Wall street. (Ibid.) 

(«) Annual reports.—The trust companies, according to the statements of their 
officers, see that the corporations represented file their annual reports as required 
by law, and keep these annual reports open to the inspection of stockholders. If 
a company fails to file a report, the trust company goes after it personally or by 
letter, and if it absolutely refuses to comply with the law the trust company 
terminates its contract. Companies usually give no reason in case they fail io 
file the reports required. (1092,1096,1098.) 
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(f) Compensation and character of work.— Mr. Wood testifies that the corpo¬ 
rations contracting with these trust companies to act as their agents pay them by 
the month or year, in proportion to the amount of work required. Mr. Marwick 
states that he could not undertake to do the work for a single large company 
such as the Federal Steel Company (capital stock issued about $100, OOO.OOOirwitli 
less than six clerks. He has been culled upon to. issue in one night $9,000 000 of 
securities. The now certificates must be ready for use at 10 o’clock in the’morn- 
ing. (1094,1097.) 

i. New Jersey Corporations Agency.—m. King, secretary and general manager 
Jersey Corporations Agency, describes the work of that institution 
While it is not formally organized as a trust company, its business, as stated by 
Mr. King, is earned on in essentially the same manner as that of the companies 
above described. Tlie agency represents several hundred corporations with a 
bital capital of several hundred millions. Among these are the Amalgamated 
Copper Company and the American Car and Foundry Company. The name of 
the agency is in each case on file with the secretary of state as the representative 
of the corporation, in .accordance with law. The witness says that his agency 
does not in any way neglect or violate the statute. A sign giving the names of 
th(! corp<irations represented is regularly displayed in each case. 

Stock and transfer books.—In every case the New Jersey Corporations Agency 
keeps transfer books of the coriiorations represented and sees to it that transfers 
are recorded. The transfers are made at the offices in other States, but lists of 
them are furnished to the agency. It would be possible for a stockholder to ascer¬ 
tain at any time who the stwkholders of the company are and what their holdings 
are. The slips, however, are not posted in the stock ledgers daily, but in some 
cases weekly or monthly. 

Mr. King explains the desirability of having lists of the stockholders thus open 
to all stockholders. Otherwise a part or a majority of the stockholders might be 
ai)Ie to control the affairs of the company and the others might not even know 
who their associates were. 

The statute of New Jensey also requires an alphabetical li.st of the stockholders 
to be posted in the principal office 10 days liefore each annual meeting. The wit¬ 
ness states that his agency regularly insists upon obtaining such a list from the 
cor])orations which it represents and on keeping it posted. 

Annual reports.—Notices are sent from the secretary of state to the agency, as 
the principal office of each corporation, that annual rejiorts are due. The agency 
sees to it that these notices are sent to the coriiorations, and the reports are 
tlieii sent to the iigency and by it forwarded to Tnmton. In case there is any 
delay the corporation is notified. Mr. King does not think it desirable that such 
an annual report should be required to contain a balance sheet or financial state- 
™106 UOh*) disclosing the business of the coi-poration to comjietitors. 


C, Wett Vir^a kw.-Mr Nevins. ciiunsel for the Corporation Trust Company of 
liffi compiS’y Virginia corporation laws and the working of 

1. Hitm of companies.—The State of West Virginia grants charters for corpora- 
rions to do business .at any place whatever. The place of the principal office must 
t» stated 111 the articles of incorporation, but there is no provision requiring that 
the record of any change in the situs shall be made in the office of the secretary 
vl fifr’l “ " necessary that the principal office, in the first place, should 

M the place where the actual business of the company is carried on. No meeting 
of the stixkholders, not even the first, need be held within the State. * 

uftA,. rf”^**a”i'***°? "'*'*^**” statutes require that within 30 days 

incorporation are filed the company must file with the secre- 
Ha attorney, designating some person within the State 

eL'f agent, whose chief function is to accept process in 

® provision that a list of the stock- 
tolders ^all be kept in the office of this agent, but no penalty is attached. The 

Snt bv coi-poration is practically always 

S.re H order that they may communicate with the corTOratiom 

hoMers * requirement as to reports to the secretary of state or to the stook- 

mmv*cOTDomti^oa“tH^®''®®*‘®^ representative of a great 

^ lA a personal fee for doing so. 

other infomSu a^fortain the names of other stockholders or 

tion to leam what the '’® ***« certificate of incorpora- 

renresetoattorvrithH, If oorporation is, and to ascertain the leml 

representative within the State. He would then get his information, as far a» 
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possible, tToiii this agent or representative, and also from correspondence with 
the principal office of the company. (1113-111,5.) 

3. The Ciii-poriilkm Trust Compauy of It>.s< Vinjinin. —Thi.s company, as stated 
by Mr. Nevln'.s. has been formed in order to faidlitate the organization of cor- 
pm-ations under the laws of West Virginia. The compatiy has an agency in New 
York, and a principal office in Charleston. W. Va. Persons desiring to incorpo¬ 
rate will come, for example, to the New York offiis'. secure infonuatfon concernnig 
the statutes, and the charter and articles (jf agreement are drawn up on blank 
forms secured from the .secretary of state of West Virginia. These are sent to 
the Charleston office, and filed in the office of tlie secretary of state. The charter, 
being duly .signed by the secretary of state, is forwarded to New York and handed 
over to the corporation. It can then hold its first meeting, not neqj'ssarily in the 
office of the agenyy, but wherevtu- it pleases. The Chiuleston office usually 
appears as the representative of the coriioration in West Virginia. (1IM.) 

B. Belaware law.—1. Siiiiiimir)i of li(ir.—T)w Delaware law, as stated by Mr. 
S.MITH, an attorney of Wilminghin, allows meetings of stockholders, after the 
first, to te held wherever the charter may provide, thus differing from the New 
Jersey statute, which recpiires them to be held within the State. 

Original or duplicate stock and transfer Ijooks must be kept in the primdpal 
ofliceof the (»mpany within the Stath. tlie law differing from that of New Jer.sey, 
which rtsinires the original ls)oks to be kept within tlie State. It is apparently 
not absolutely refinired to keep the.se books posted to dat<'. The law preserilies 
that an alphabethial li.st of the stockholders sliall be posted in tlie principal office 
and furnished to stockhidders at least to days before tiieir annual ineeting. 

The Delaware law further reiiuires tliat. during .lauuary of each yisir, the 
officers of every coriioration organized under tlie law must make a return to the 
secretary of state, giving the names of the officers and ttieir residences, the lis-a- 
tion of the principal office, and the name of the agent within the State on whom 
process may be served; also an absolute statement of the amount of stock issued 
by the corporation and outstanding at the time of the repoi't. This report is 
intended largely for the purposes of taxation, and in the case of companies sub¬ 
ject to special fonns of taxation, additional details ari' reipiired. The first reports 
under tliis statute were not vet due at the time of Mr. Smith's testimony. (111'J- 
1133.) 

3. HepresentatioK of Delawnre rorporutious .—Several corjiorations have bi'en 
formed for the purpose of facilitating compliance with the law. in the manner 
already described in the case of the New Jersey registration and trust companies. 

Mr. Sawyer, secretary of the Corporation Trust Company of Delaware, testi¬ 
fies concerning the methods of that company. He states that he understands 
two or three other companies have been formed of the same nature, hut whereas 
his company represents from 150 to 17.5 corporations, he believes that the highest 
number represented by any other trast company is 15. The Delaware statute 
has been in force only since March and the methods of birsiness are not as thor¬ 
oughly perfected as they will be later. 

The Corporation Trust Company of Delaware has an office in New York and 
one in Dover. At the Dover office it has a jiei son to act as representative for the 
various coriwrations, and a corporate sign is exhihited tor each. 

It is the practice of this company to keeji the duplicates, rather than the origi¬ 
nals, of the stock and tran.sfer books at tlie Delaw,are office. The attempt is made 
to keep the duplicates as nearly uj) to date as ]jossible, although daily ri'jiorts of 
transfers are not apparently custoimary. Some of the larger comjianies rejire- 
sented make quite frequent transfers. 

There are a number of companies among those ropresiuited by the Corporation 
Trust Company which have not yet issued any stock or filed duplicate books in 
the office of the trust company, 'in fact comparatively few of the entire number 
have done so. but the witness believes that by January 1, IflOO, practically all will 
have complied with the law. The company has been urging the various corpora¬ 
tions to attend to the matter. 

The first annual report reiiuired under the Delaware law is not due until Janu¬ 
ary, 1900, but it is the purpose of the Coriioration Trust Company to require each 
corporation represented to comply with the law. (1135-1137.) 

■vn. ABUSES AS TO CAPITALIZATION. PROTECTION OP 
INVESTORS. 

It is held by many witnesses, as has been brought out in the testimony con¬ 
cerning specific combinations investigated, that many recently formed corpora¬ 
tions are largely overcapitalized. Stocks are issued, it is claimed, for property 
and services in excess of their value. This constitutes a danger to the general 
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public ill tliat pricCK may be raised to .secure dividends on inflated capital and 
especially to investors who are likely to be deceived in the purchase of stocks as 
to their true value. The regulation of capitalization is advocated bv some wit- 
nes.seH and deprecated by otliers. See also tlie (estiniony as to publicity of cor¬ 
porate affairs, summarized above, p. —. 

A. What constitutes overcapitalization?—Mr. Dos I’assos, a lawyer of New York 
points out that one class of persons believe that (Corporations should las caiiitalizeci 
strictly on the basis of actual cost or value of the projicrtv, while others would 
base the capitalization on earning power. The witness believes that under cer¬ 
tain cmniinstances one basis may be just and under other circumstances the 
otliei. It is going too far to lay down an arbitrary rub' that capitalization shall 
be based in every case on actual value, regardless of -good will," trade-marks 
individual skill, and opportunity. 

Mr. Dos Passos believes especially that the overcapitalization of railroads 
against which coniidaint is often made, has been almost absolutely necessary iri 
inanv cases in order to induce capitalists to take the risk of inyestiiuuit in a prac¬ 
tically nntned enterprise, the profits of which could not be accurately estiimited 
in advtince. .flius in the case of the Pacific railroads, capitiil had to be securtM 
on the basis ot engineers’ maps and rough estimates, bonds had to be sold much 
below par, or common stocks had to bo given as a bonus to secure capital The 
d('velojmient of the country has been so great that large fortunes have ofteii been 
ina<t»* rrotiitno increased value of these secuvitieH. (11-tJ), 1150 ) 

Mr. M()(1 rk, the promoter of various combinations, testifies that in the com¬ 
panies which he has formed the preferred sbxik practically represents the cash 
value ot the various plants at the time of the organization. The preferred ami 
common stock taken together have, in most cases, soon risen to a pric(! greater 
than par; that is, tlm selling pri(;e of ,§100 of i>referrcd stock plus .<:100 ot common 
stock has been considerably above .§100. When asked as to the basis of this sur- 
plus value above the cost of the firoperties. the witness states that he can not tell 
nil iber than that practical men believe in the success of these'combinations ami 
subscribe to their stock. The effective management of the plants will turn out 
to be ot more value than the plants themselves. (9(57 ) 

believes that capitalization should not be based simply on mdnal 
cost of the pla,nt. (-.ood will is oftiui the jirincijial value, e. g., iiewspaper.s. 
Earning power is a fair ineasure by which to regulate capital, even though thereby 
the percentap of earnings to actual cost is concealed. It is diffi(uilt to indge 
Tho I’^'e*" 1 " e.vcL^sive. because of variations in earning iiower. 

stockis a horn, '’e HsuHlly covens the actual cost of plants and edmmon 
all “ " ? Ke.stricti( in on capitalization in e.xcess of present or immediately 

Wb„ V’T*' desirable, chiefly for the protection of investors, 

racH favorable conditions or speculativi' mlv.aiices and later fail to 

wdiTl.. .1 ' "Vl’'proportional to the amount of capital, 

would chuck overcapitjilization. (0,17,21.) ^ 

Mr. Gates, chairniaii of the Americim Steel and Wire Companv thinks that 
Tbl’*F.',!;p’?”i’^ *'*"''^* be based on earning power rather than In cost of plants, 
rnoraflnll tl '‘‘‘T “ r;"rre;'t appreciation of this principle and recognize 
Tr ^ ^ value ot ^ood will than Americans do. (1021 ) 

cnCrl’Sugar R(.finiug Company, ('xpr(>ss('S 
somcAvluit Similar opiinoiiH to those of Mr. Gatos. (111,1105 ^ 

B. Dangers ofoveroapitaUzation and fraudulent issues of stook.—Mr. Dill a cornoration 

awyor ot New York City believes that, while niany (icirporatioiis witli vi^rXi'ge 
f^apital arc not overcapitalizud, tlnu-e aro many others wliich either have a'franfl- 
iilent purpose originally or may hei'ome the cause of fraudulent action Any 
I'llle “li^* IS grossly overcapitalized is presniiiahly organized for the pur^ 

pose of getting the stock into the hands of the public, and in oriUr to do t ds 

vritiiess'knows o/’u’’ “*®‘'®P™“”*ation or concealment of material facts. The 
wbnlt l..^ 1 corporation which he was a.sked to organize, the value of 

S,’)OoT)(Kr***^'n ‘"ireful e.xamination by liis Shoe, not to exceed 

^>00,00(1. Ibe propo.sed capitalization was ,$8,000,000, and the comnanv Ins since 

facts. ^ ' epiesditations, but it lacks greatly in the statement of material 

lentlv’canit^lized overcapitalization, a fraiidu- 
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parties, and the common stock represented the actual value of the plants put in, 
without any element of go(5d will. This he has always considered the safest 
method of capitalization. Nevertheless good will is, in the majority of instan¬ 
ces, worth more than the hare plant. One house in New York which failed 3 
years ago has disposed of all of its assets except its good will. Imt was offered 
$1,000,000 in cash tor that alone recently. (1080.1084.) 

Mr. Smith, president of Wholesale Grocers’ Association, thinks that there is 
likely to come a time of trade depression when overcapitalized corporations will 
not he able to jiay dividends. Ovorcapitolization would not harm the original 
owners of stock, lint wouljl injure investors who have bought it at inflated 
prices, (60.) 

Mr. Myehs, chainnanof the committee on judiciary of the Ma.ssacjiuaetta house 
of representatives, believes that, while combination often reduces the (xist of pro¬ 
duction and is advantageous, one of the chief motives for the organization of com¬ 
binations in recent years has been the de.sire to issue overcapitalized securities, 
and to dispose of them to the public at a profit. If two shares of stock, one of 
preferred and one of common, are issued for each unit of actual value, a profit is 
often gained by unloading this on the community, but the community suffers the 
consequences. Accordingly, if all States would jiass statutes .similar to those of 
Massachusetts to prevent overcapitalization, there would be much less tendency 
toward combination than at present. 

The witness admits, however, that it is very doubtful whcthei-all or even a large 
proportion of the States can be led to pass such laws. Moreover, in the case of 
companies doing business in different parts of the country, but securing charters 
from some particular State, it would be e.xtremely difficult if not impossible for 
the authorities of that State to know the actual value of property taken in 
exchange for stock or to decide what constituted a fair capitalization. Mr. Myers 
implies, therefore, that Feder.al legislation on this .suliject would be de.sirablo, but 
states that he does not know precisely the con.stitutioual power of Congress regard¬ 
ing corporations. (1138, 1138.) 

C. How far ohonld laws regulate capitalization and stock issuesl —Mr. MvElts describes 
in detail the provisions made in Massachusetts to prevent overcapitalization of 
corporations. (See below.) He points out, however, that the main purpose sought 
in that State has been to jirotect the consuming public from overcharge and not 
to protect investors from fraud or abuse. So far as Mas.sachusetta corporations 
are concerned, the investor is, to be sure, quite tjioroughly protecteil. but it is 
impossible for the State to prevent its citizen’s, if they see fit to do so, from invest¬ 
ing in the shares of corporations organized in other States which are overcapital¬ 
ized and fraudulent. It is perhaps be.st that people should learn by expenence 
to care for themselves in regard to their inve.stments. Nevertheless, the witness 
believes that if it were possible for all the States to adopt laws similar to those of 
Massachusetts for the prevention of overc,apitalization, or if Federal laws on the 
subject could constitutionally be adopted, investors would be benefited and the 
result would lie a desirable one. (1137, IKIH.) 

Mr. Liiyties, an indejiendent distiller, believes that the Government should 
look more carefully into the affairs-of trusts, requiring them to submit to exami¬ 
nation and publish clear and truthful statements. Speculation by officers ahd 
unwarranted statements in prospectuses and reports of great coi-porations are 
among their chief evils. They should make some return to the public in the way 
of information for the privilege of incorporation and listing on the stock exchanges. 
(858.) 

Mr. Dos Passos believes that undue interference by legislation for the protec¬ 
tion of investors is undesirable, although he is willing to concede the advantage 
of a certain degree of protection. It is true that some corporations are formed 
largely for speculative purposes and are overcapitalized, but the witness does 
not consider this true in any of the recent combinations. Overcapitalization 
will largely remedy itself by the evident failure of corporations to pay reasonable 
dividends. 

The witness believes that wherever common stock is given as a bonus, without 
charge, to persons taking preferred stock at par, this may be considered, in a 
sense, overcapitalization, although the bonus may be based upon what may fairly 
be anticipated as the profits from the combination, through cheaper production 
and otherwise. 

Mr. Dos Passos believes that it would lie advantageous in most cases to require 
the articles of incorporation of companies to state how much stock is issued for 
patents, trade-marks, and good will. He does not believe that such an act would 
in any degree diminish the formation of speculative companies, as is shown by 
the experience of England, where the laws are strict. It is impossible to gnarantse 
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to the investor that he will make money, especially if he is foolish in his invest¬ 
ments. (1166,1167,1170.) 

The common law also, Mr. Dos Passes declares, offers ample protection to 
investors and stockholders. If a person is damaged or defrauded hy any act of a 
corporation, or by its promoters or officers, as, for example, by any false or 
fraudulent statement or suppression of truth in a prospectus, he has the common- 
law remedy for fraud, both civilly and criminally. For a coi-poration to declare 
a dividend which it has not earned is a misdemeanor in certain States. (1154, 
116.S, 1175, 1176.) 

Mr. Kino does not consider it desirable that the statutes should require that 
the precise value of all properties, in detail, which are taken as payment for 
stock, should be stated in the articles of imsirporation. The value of patents, tor 
example, often can not be even roughly e.stimatod in advance. (1108-1110.) 

D. Existing provisions as to payment of oapitai .—New Jerseji law.—'Mr. Dili, states 
that the law of New .Tersey is more stringent than that of moat States in regard 
to the payment of capital. It does not permit stock to be issued, as in New York, 
Delaware, and West Virginia, for that exceedingly indefinite quantity—.services. 
The promoter's idea of the value of his services is largely dependent on how much 
water he wants to put into the stock. The New .lersey law does permit stock to 
be issued in exchange for property, but the valuation of the projicrty must be a 
fair one, and the proiiortion of property taken for stock must be shown by the 
records. In (sase of fraudulent overvaluation of property all the stockholders are 
held liable for the diffei'ence between the real and the actual value, any creditor 
or stockholder being mititled to bring suit. 

No company in New Jersey can commence business with less than $1,000 of 
capital actually paid in. As soon as any additional stock is issued or paid in, 
a sworn c(!rtificate must be filed by the officers of the corporation, stating the 
amount, and the proportion of property and of ca.sh paid. (1080-1082.) 

2. West Viri/iiiialaw. —Mr. Nkvins, secretary of the Corporation Trust Company 
of West Virginia, desm-ibes the provisions of the West Virginia laws. 

The luaximnm limit of capital for any corporation is $.5,000,000. The witness 
believes that few corporations need a larger capital than this, and that the restric¬ 
tion prevents the formation of consolidated corporations in the nature of trusts. 

The articles of incoriioration must state—what is not required by the laws of 
some other States—the amount of capital subscribed by each incoqiorator and 
the total amount subscribed, as distinguished from the authorized capital, which 
is also named. The proportion of the subscription which has been paid in must 
also be stated, and tliis must be at least 10 per cent of the amount subscribed. 
This, ats'ording to Mr. Nevins, pn'vents reckless subscription. There is no require¬ 
ment as to the time when the remaining stock must be paid in, Ijut naturally the 
company can not carry on a large business unless enough money is actually 
paid in. 

Ther(! is no specific provision in the law requiring that stock shall be paid tor 
in cash, and the courts hold that property or services may be taken. Their value 
would be determined by the board of directors, but the common law rule that the 
transaction must be in good faith must be observed. 

The liability of stockholders is merely for stock which they own, except in the 
case of money corporations. (111.5-1118.) 

3. Delaware law.—No charter may be granted in Delaware to a company with 
a capital less than $2,000, and at least $1,000 must be snUscribed, although there 
is no requirement as to the actual paying in of capital. The constitution author¬ 
izes labor and property to be accepted in payment for stock, but prescribes that 
they shall not be taken for more than the actual value at the time. The legisla¬ 
ture has undertaken to say that the judgment of the directors as to the value of 
property or services, in the absence of fraud, shall be final. The witness does not 
know whether the courts will consider this latter provision in conformity with 

constitution. The law does not require that the certificate of incorporation 
shall show the number of shares subscribed by the incorporators. (Smith, 1121.) 

E. Regulation of oapitalixatlon in Kaeeachaeetta.—Mr. Mybrs, for the past 5 years 
chairman of the committee on judiciary in the Massachusetts house of represent¬ 
atives, testifies concerning the provisions of the Massachusetts laws for prevent- 
ng overcapitalization. 

1. General requirements as to capitalization and payment of capital.—The 
Massachusetts laws have always been stricter than those of most States as to the 
of all classes of corporations. Up to 1899 no company could be cre¬ 
ated with a capital of over $1,000,000 without a special act of the legislature, and 
*1 noif'^ of fact only a small number of companies have been formed with over 
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The State has estahlish<>(l a commissioner of corporations, who mu.st certify to 
the correctness of the form of organization. Tlie first .statement or fonu mod 
must give the amount of capital and the name.s of the imsjrporators. Within 30 
days, on penalty of liability of every stockholder for the debts of the company, a 
sworn certificate mu.st be tiled that the entire amonnt of capital stock has actually 
been paid up. eitln'r in cash or in property, the value of which has been duly 
approved by the (amimi.s.sioner of corporation.s. 

The statute has made no provision fora, distinction betweim i)referred and com¬ 
mon stock, and the commissioner of coriiorations has never i)ermittedthei.s.sneof 
these separate classes. TJiere is a jn'ovision for the issue of " special stock," but 
the common sbickholders art* liehl liable for every <h'bt of the corporation so long 
as such .special .sti>ek is outstanding, s,) that it is practically never jssued. 

Mr. Myers believes that a certain numl)er of corporations which would be organ¬ 
ized in Massachusetts if the statutes were more liberal go out of tlie State 
to incorpc.)rate, while the ciistom of interstate comity allows them thereupon to 
conduct their busim'ss within the State <it Massaidinsetts. There.snlt is some loss 
of income to the Stati- in ta.xation, although the tangible property of such corpo¬ 
rations within the State is reachecl by tbe gentu'al property ta.v. But the witnes.s 
believes that the advantage of having tlie (‘ntini corporate busino.ss of the State 
done upon a sound basis more than offsets any disadvanta,ge in the way of driving 
corporations out of the State. (tIiS, 1121), 1133.) 

2. Ctqyitalizaiion of qiuini-jiuhlie corporations. —During 1393 and 1391 a strong 
agitation arose among business men in Mas,sachusetts concerning the possible 
overcapitalization of quasi-public companies. These companies, whicli include 
railway, street railway, gas, electric-light, telephone, and water companies, were 
conceived by the iieople to be doing an essentially mono])olistic business. It 
is to the interest of the community that any particular service of this sort slionld 
be performed exclusively by a single concern. These lines of business are, in the 
phrase of economic writers. ■'natural monopolies." Owing to this fact they are 
able to exact excessive charges for tlieir services, unless regulated. 

The State of Massaidinsetts, for the sake of protecting the consuming public, 
had already, before this agitation of 1894, sought to control the charges of ipiasi- 
public companies to a degree scarcely ri'ached in any other State. Tlicse various 
corporations are required to reiiort to the commi.ssioner of gas coiiipanii's. railway 
commissioners, etc., as to the dividends they pay, and as to the details of tlieir 
earnings. These officers have power to fix rates, or at least to recommend changes 
in rates, which the force of public opinion practically compels the (•oiiipiinies to 
make. 

The belief of those who desired statutes to prevent overcai>italization was that 
public opinion and State officials might he deceived as ro the rea,sonablene.ss of rates 
by inflating the capital of companies, so that the rate of dividend, while moderate 
upon the nominal capital, would be excessive as compared with t he actual capital 
invested. The fundamental idea of the legislation attemptisl was to supervise the 
issue of stocks and bonds in such a way as to insure the full payment of the value. 
The laws are popularly known a.s the “anti-stock-watering laws." 

The first of these statute.s provides that no telegraph, telephone, gas, electric- 
light, steam or street railway, or water company shall tlechire any stock or scrip 
dividend, or divide the proceeds of the sale of any stock orscri() among its sto(^k- 
holder,s. or create any additional stock unless tln^ i)ar value is paid in cash to the 
treasurer. Three othei’ acts provide for s>i]iervision by different .State authorities 
us to issues of stock. Thus, in the case of gas and electric lajnqianies, it is pro¬ 
vided that only such amounts of stock and bonds may be issued as the board of 

f as and electric-light commissioners shall, by formal vote, declare to b(^ reipiisitii. 

'he specific amounts authorizeil for each purpose must beset forth in this vote of 
the board, and no company shall apply the proceeds of such stocks or lionds to any 
purpose not thus ,specified. (1138-1 bio, 113.4,) 

3. Foreign corporations. —It was feared that the provtsions of the above statutes 
might be evadeef by arrangement with foreign corporations. Thus, a foreign cor¬ 
poration might secure po.sse.ssion of the .stocks and bonds of local companies, and 
issue its own obligations on the basis of these underlying stocks and bonds. It 
was accordingly enacted that if any foreign corporation owning or controlling a 
majority of the capital of any doinestic corporation should thereafter issue stix'ks 
or bonds, based iiiion the jiroperty or stock of .such domestic, corporation, the 
supreme judicial court might, in its discretion, di.ssolve the donie.stic coriioration. 
(1131.) 

4. Evasion of law by means o/ trusts. —Mr. Mykiis states that these restrictions 
to prevent overcapitalization have been of late, to some exttuit, evaded by the 
device of putting the majority or all of the .shares of a company into the hands-of 

..<p 
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tnistt‘eH. who ismie certificates. Then? is no provision of tlio law to in'ovent th« 
issue of sucih ccuTificates in excess of the ainount of secnirities lield, nor <lo(?s the 
witness know of any satisfactf^ry nietliod liy whicli sindi an arrangement can 1 m; 
prev(‘nted. The evil may. perha])s. he reached hy a pnhlit; uprising similar to 
that whi(*h hrought ahou't tlie present laws. (11«U, 11^15.) 

5. (’onsolidaiion of railicutfs (uid .dnrt m/7/ro//.s‘.-r-'Another form of overcapi¬ 
talization. which is especially likely to octenr in the case of railways and street 
railways, is in (Connection with (consolidations of different Ihies hy purchase or 
lease. Tims, a stjvet railway company may Ije leased to another (c<nnpany, the 
latter agn'eing to pay 10 per cent iii>on iis capital as a rmital. This h<;(;oine8 a 
fixed (charge, and the lessee company may plead it as suidi in defense of higher 
fan's. To avoid this abuse, a provision of the Massachusc^tts laws j-etjuires that 
all consolidations of railways and street railways, in whatever form, must n'ceive 
the approval of the hoard of railroad commissioners, aft(;r public lucaring. An 
expert values the; i)ro})erty of ejwdi company and the commissioners restrict the 
rat('s of rental, or the number of shart^s of the consolidat»‘d coinpany w’hich may 
be is.'^ut'd. (Hill, lliW.) 

0. X<‘tr stock not to he sold under niarkrt (V//u('.—Still a further provision of the 
Massachus<'ffs laws is that, when tluc shares of any company art; worth more 
than j)ar. ik'W shares are not to he issued simply at par, hut must he sohl at 
amctioii at tlie market ]unce. If the shares should Ik* issued at i)ar to tin* st(X‘k- 
hold<ci>, this would amount to a capitalization of accnnmlated (earnings. Acconl- 
ingly. wlucn such new slum's are issued, the various hoaj’ds having control of the 
difh'rcnt classtes of corporations are antliorized to a.sc(U’tain wliat the mai'ket value 
is, ajid to prev(‘nr rli<‘ issue of shaiM's at less than that value. In this way the cor- 
p(»ration secures an amount of moix'y ipxm its slam's e(pial to the fair value of 
tile stock is.sni‘d. (1 hT3.) 

F. Euglish and German regulations as to promotion and capitalization.—Mr. OlLT.. a 

lawyei of N(cw York, t('stiti(‘s that tlu' English laws concerning corporations are 
consideraldy in advance of any in this country, although those of New Jersey 
follow soim* of the most important provisions of the foreign statutes. The English 
law rc<juires that all stock, into whosev(U' liands it may come, shall he deemed 
su})j('c1 to he ])aid in full in cash unless, before the stock is issued, a contract, 
open to the pnl)li(^ lias been hied, showing whicli jiart of the stock has been issued 
for cash, whicli for pro]HU’ty, and the cliaracter and value of the pv(>perty thus 
tak(*u. Tlie witness Ix'lieves that some such provision should he made in all cor¬ 
poration law?(. Tlie (h'gree of i>uhlicity thus reciuiri'd, howc^vor, is still insnffi- 
ci(;nt. and hills a.re now ]M.'ndiug lM*for(! the British Parliament providing, first, 
that every slati'ineni conlaiiK'd in ev(*ry prosp('ctns or promotion scheme shall lie 
deemed to nd'er to moiKW unless otherwise stah'd: .second, that every director 
and officer of the company sliall he held ]M*r.sona]ly liable for all statements or 
prospo'ctnses issued, this resiioiisihility exh-nding to tin* failure to state mah'rial 
facts, as wt'll as to direct misi*e])res(‘ntation. Tlie etfect of such iv'strietions as 
tliese in the United Stat('s. Mr. i>ill hi'lievc's. would he to drive out many illegiti¬ 
mate companies. l()s:{.) 

Mr. Luyties .states that in (h'rmany (lie law makes ('very promoter of a cor¬ 
poration respon.sihle for tin' truth of tin* statements he m'ak('s in advertising. 
The minority of corjioration stockholders arc also giv(‘n inuclj gt*cat(?rpow(‘rthan 
in thi.s (unintry. Spi'cniation hy officers and otlnsr mismanagement is carefully 
restricted. (257.) 

G. Corporato shares without nominal value.—Mr. Stetson, a corixivation lawyer of 
N(;w Y«»rk. advocates a, protiosal made by a committee of the Bar Association of 
New York ill althoiigh it was novov act('d ujion hy tliat association. This 
was to pr'vniit the formation of a class of hiisinoss corporations. •• wlio.se capital 
stock may he issued as r('pres(;nting projiortional parts of flu; wlioh' capital with¬ 
out any nominal or iuom*y vahu'.” TJu? int ('rests or shares of theinenihors would 
thus he repro.'jent.ed hy a statenu'iit of the proportion of tlu' total propc'rty, and 
not hy an arbitrary assignnu'iit ot money vahu*. which is delusive wher('^'er cap- 
ittil stock has a iuark(‘t valu(' ('it.lu'r more or less than par. 

One of tlu? cliief purpose's of corporations in cstablismiig a very large capital is 
to g(?t a large eomnion divisor, so that many pe'rsons may he int(*rested in the 
enter^mso. and tlu' nominal value* of each sliare is of v(n*y slight conse(]ueTice. 
No one (U'aks in shares with referenef? to par, although sometime.^ the facts in the 
case are ohs(;u]*ed hy this a.ssignment of nominal value. (070.) 
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New Jersey, reiiuirementa concerning, and their enforcement. 243-247 

Quality of product; 

Effect of combination, oil. 135 

Tin plate. 184,189 

Quasi-public cori>oratious; 

Capital, regulation of. 252 

Charges, regulation of.j. 229 

Public ownership of. 230 

Railways; 

Capitalization, regulation in ca.se of consolidation. 253 

Combinations among. 238 

Combinations, relations to. 216 

Government ownership. 239 

Interstate Commerce Commussion, powers of. 239 

Opposition of, to indetamdent pipe lines. 103 152 

Pooling contracts, discmsstal.^ ’238 

Kates, State control of. 229 

Railway dis<;rimination8; 

Baltimon; and Ohio receivers’ letter. 1 , 59 , 

Existing regulations, working of. 237 

Logan, Emery & Weaver case. 161 

Standard Oil Company- 

Before interstate-commerce act. 145-158 

Buying of lubricating oils. 171 ^ 172 

Canadian roa<i8.1!!!!]! 163' 164 

Exclusive shipments of Standard’s oil.’ 171 

Long and short haul. 164 

Pipe lines, agreement with.152-155 

Rates changed at dictation of Standard. 170,171 

Rates, throughj on oil refused. 162,163 

Refusal to furnish cars. ISS 

Since Interstate Commerce Act.I”!!.”M 158-172 

Existence denied. 159,160 

Shipping points of combination favor^.. 161 

Tank and barrel shipments. 167 
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Railway dispriniiuations—Continued. 

Staiidani Oil Ooiiipany—Continued. fw- 

Terminal facilitiea turned over to Standard. 171 

Underbilling of tank ears. 164-107 

Wliitiiif', Ind., lower rates from. 162 

Steel and Wire Company, receipt of, denied.;- 20.2 

.Sugar eombination, receipt of, uenied. 68 

Tt'stimony of railway officers as to, untrustwortliy. 160,161 

Tin-plate combination, receipt of, denied. 186 

Unitol States Pipe Line Company, favored. 160 

Raw material, effects of combinations on producei's... 220 

Rebates, pipe line. 106 

Rebates to dealers— 

System de.scribed. _ 225 

Standard Oil ComiKiny. 117,118 

Sugar trust. 64 

Whisky trust. 8.S, 84 

Rebates, railway (see also Kailmiy tlismminntionK): 

South Improvement Company, contract for. 146,149 

Standard Oil Com[)any, amount of, 1877-1879.- 151 

On comia-titors’ shipments. 146,157,158 

Rectifying of whisky.-. 75 

Remedies. (See .4»i(/-trust lairn, Corparalion Irtm, l,eijhlation.) 

RejKwts, corporation. 2.'!()-2,22,242-248 

Reports of work of jdants: 

American .Steel Hoop Com|>any. 192 

American Tin Plate Company. 185 

Rice, Oeorge: 

Negotiations with Standard Oil Comiiany. 1.55,1.56 

Railway discriminations against. 1.5.5-1.58 

Rogers Brothers, trade-marks. 211 

Salarii-s of officers. International Silver Company. . 209 

Selling, saving in, liy I’ondiination: 

American Steel and Wire Company. 202 

Commercial travelers, displaitement of. 221 

International .Silver Company. 210 

Tin-plate combination. 186 

Whisky combinations. 89 

Shipment, immediate, of crude oil. 107 

Shears, combination in, effects, etc. 20.5-207 

Shut-in movements, crude oil production. 142-145 

Silverware, combination in, juices, etc. 209, 210 

Specialization. (See Plnntu, upedulizatUm of.) 

Sjieculation: 

Effect of combinations, generally. 224 

Federal .Steid Comjiany. 197 

International .Silver Comjiany. 208 

Oil, crude, effect of. 1.26 

Whisky combination.s. 77 

South Improvement Company. 147-149 

Spirits. (See Wltinh/.) 

Spirits Distributing Comjiany. 78 

Standard Distilling and Distributing Comjiany. 78, 79,85 

Standard Oil combination (see also Oil) . 9.5-172 

Steel; 


Control of, American Tin Plate Company... 181 

Exjuirtation of. 192,199,204 

Output, control of. 203 

Pricea of. 182,182,191,192,197, 202 


Prices, reasons for increase. 203 

Tariff on. 192,193,199,204 


Stgel companies; 

Description and effects. 190-204 


Relafions between 


192,194,203 


Stock (see also Capitalization): 

Bonus for loan. National Shear Comjiany. 206 

Bonus of common. 174, y5,190 
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Stock—Continued. 

Issuea of further, only at naf, Federal Steel Company_ 

Priee.s of, Ameriean Tin Mate Company. 

International Silver Company,. 

Whitiky eombinatioiiH. 

I’nreliaFe of, by corporation. Federal Steel Company. 

Speeidation in. 

TraiiHfer of, transfer books, ehr. 

Trusts of. 

Stockholders: 

Liability of. 

Protection of. 

American Tin Plate Company. 

Federal Steel Company. 

Street railways, regulation of capital in case of consolidation. 

Subaidie.s, ship, need of. 

Sugar: 

Prices, retineil, effect of combination. 

Kaw, production. 

Tariff, effect of. 

Prices, effect of combination. 

Relineries, value and I'apitalization. 

Keflning, cost of. 

Tariff - 

('(mntervailing duties. 

Fxee,ssiv<‘ protection, cause of combination. 

Retlned, effect and .sntlicieney, disemssed. 

Sugar combination.. 

Suits: 

Difficulty of enforcing laws. 

Logan, Finery & Weaver case. 

Standard Oil Company, Matthews ease. 

Standard Oil, Ohio suits.. 

Superintendence: 

Saving by combination— 

.\meriean Steel Hoop Company.. 

Ameriean Steel and Wire Company.. 

Federal Steel Company. 

International Silver Company.. 

Personal, need of. 

Supei ior, by combination, economy of. 

Supplies. (See Rio/oiy.) 

Syndicate of steel proilucers in Furope. 

Tank ears: 

Advantages to railways. 

Furnishing, by railways. 

•Mileageon. .. 

Railway discriminations in favor of. 

Tariff: ' . 

Excessive, as cause of condiination. 

Removal as remedy for comlnnation. 

Shears.'' 

Steel billets and bars, no longer necessary on. 

Steel industry, still necessary in.1. 

Sugar, raw.... 

Sugar, refined, sufficiency of, discussed. 

Tin plate. ' 

Wire rods and wire products, effects and need of. 

Taxation: 

(lor|)orations, existing regulations. 

National, as remedy for comtiinations. 

State, as remedy for combinations. 

Whisky, discussisl.. ” 

Excessive, for greatest revenue. 

Rejfiilations hamper exportation. 

Terne plate, nature of. 

Tidewater Ifipe Ijine, contract with National Transit ciompany 
Railway war against . 


I'gae. 

. 196 

.. 176 

. 208 

. 81 

. 19.5 

77,197,208, 224 

. 244-247 

. 243,2.52 

. 240 

. 242-248 

. 176 

. 194,193 

. 2.53 

. 204 

. 69 

. 69 

. 71-74 

. 70 

. 67 

. 65,71 


74 

.59 

70,71 

59-74 


227 

160 

125 

99 


193 
203 
197 
210 
185 
193,198 


205 


168 
170 
168,169 
167 


59,189,207 

237 

206 

192 

93,199,204 
.. 71-74 

70 

.. 187,188 
204 

241 
233 
'229 
.. 90-93 

X 90 
.. 92,93 

174 
153 
152 
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Tin plate; « Page. 

American and Welsh, quality of... 189 

Coat of manufa<'turing. 176,182,183 

Dippers, relation of combination to. 179,180 

.lohbera, relation of combination to. 181,182 

I Jibor in, conditions, wages, ete.;. 187 

Machinery, monopoly of.^. 179 

Nature ot. 173 

Prices, effect of combination. 182-184 

' Tariff.;. 188 

Trade-marks: 

Common use of, saving by. 210 

Value of, silver plate.;. 208,211 

Sugar. 68 

Whisky . 75, 76 

Trade unions (see also Ixihor): 

Monoimlistic character and effects. 222 

Transportation, saving by combination: 

American Steel Hoop (tompany. 193 

American Steel and Wire Company. 203 

Standard Oil Company. 131 

Sugar combination. 39 

Tin-plate combination. 186 

Whisky combinations. 89 

Trusts: 

Capitalization, evasion of laws bv means of.j>... 252 

Character and form of orgatiization. ^,218 

Present existence, discussed. 219,220 

Ihire Oil Comijany, character of. 107-109 

Standard Oil, organization .. . 96 

Surar, organization. 67 

Whisky, organization. 76 

Voting trusts:' 

Character and purposes. 243 

Pure Oil Company. 107-109 

United States Pipe Line Company. 109,110 

Underbilling of Standard Oil cars. 164-167 

United States Pipe Line Company: 

Opposition to layingof lines. 103,104 

Organization andpuriwses. 107 

Stock of, bought by Standard. 110 

Voting trust. 109,110 

Wages: 

Effect of combination on, generally. 221 

Rates and conditions— 

American Steel Hoop Company. 113 

American Steel and Wire (;ompany. 204 

American Tin Plate Company. 180,187 

Federal .Steel Company. 198 

International Silver Company. 211 

National Shear Company. ^6 

National Steel Company. 192 

Oil well drilling. 139 

Standard Oil Comirany. 145 

Sugar combination. 69 

Tin plate, American and Welsh. 189 

■Wire industry, American and European. 204 

Wealth, effect of combination on distribution. 224 

West Virginia, corporation laws, character and working. 241,247 

’ Taxation of corporations. 242 

'AVkisky: 

Compounding or rectifying of... 75,86 

Description of business. 75 , 

Illicit manufacture. 91 

Kentucky.. 76,86 

Rye..-. 76,86 

Taxation....... ^ 90 

Combinations.1... 74,94 

Wire an4 wire rods, prices, control of output, etc. 202 
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INDUSTRIAL COMMISSION 


TRUSTS AND INDUSTRIAL COMBINATIONS. 


■Washington, D. C., April 7, 1S99. 

TESTIMOKY OF ME. F. B. THOBBEE, 

l^esident Untied States Export Association. 

The commission met at 10.45 a. m., 'Vice-Chairman Phillips presiding. Mr. P. 
B. Thurber, President of the United States Export Association, appeared and tes¬ 
tified on the subject of industrial combinations. 

Mr. Thurber. Mr. Chairman and members of the Industrial Commission: In 
the first place I wish to thank you for hearing me to-day, because it will not be 
possible for me to be here next month. That was the reason I requested to be 
neard to-day, if possible. In order that I might be reasonably brief and not take 
up more of your time than necessary, I have put on paper substantially what I 
have to say. It may suggest some questions concerning the subject in hand. 'With 
your permission I will read it to you. 

1 thought that my remarks would come within that department which Mr. Jenks 
has been working np for j^on in regard to the organization of industries into 
trusts, etc. I might say incidentally that I met Mr. Jenks at Albany, N. Y., some 
weeks ago, and he told me you had employed him to work up this question of the 
organization of industries into trusts and its effects upon commerce and the pub¬ 
lic interest, and expressed the wish that I put together the ideas which I had 
expressed from time to time upon the subject. (Beading:) 

THE ORGANIZATION OP INDUSTRY—IT.S EFFECT UPON LABOR, CAPITAL, AND THE 
PUBLIC INTEREST. 

For many years as a merchant, and more recently as President of the United 
States Export Association, I have studied the effect of aggregations of capital 
commonly known as “ trusts ” upon our commercial, industrial, and political sys¬ 
tem. I may say that when I be^n it was with a strong prejudice against them. I 
believed that they would tend to oppress the public witn high prices and also that 
their political influence was to be feared. I had no conception that they were a 
natural economic development consequent on the development of the great forces 
which now control the world—steam, electricity, and machinery—or that there 
was any rational basis for their existence. But a careful study of their effect, 
ranging over a period of years, has materially modified my opinion. 

The best horse will shy at an umbrella if it is openoil in ms face too suddenly, 
and the economic results of these great forces have been so sudden and startling 
that it is perhaps natural that even intolligent men should “ shy ” at them untiT, 
like the horse, they can smell of them and see that they are not dangerous. The 
‘ trust" is a result of these forces. 

3 
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HEARINGS BEFORE THE INDUSTRIAL COMMISSION. 


COMBINATIONS AMONG RAILROADS THE FIRST TRUSTS. 

The first prominent development of the trust organization in this country was 
in the consolidation of numerous lines of railroad into trunk lines, and there was 
a fear in the public mind (in which I shared) that these combinations and con¬ 
solidations would result in exorbitant rates for transportation and to the detri¬ 
ment of the public interest. What the result has been is shown by the following 
extract from a report adopted by the National Board of Trade at its annual con¬ 
vention in 1896; 

“The average charge for sending a ton of freight 1 mile on 13 of the most 
important railroads in the United States during 1865 was 3.08 cents; in 1870,1.80 
cents: in 1875,1.36 cents; in 1880, 1.01 cents; in 1885, 0.83 cent; 10*1890, 0,77 cent; 
in 1893,0.76 cent; in 1894,0.746 cent, and in 1895,0.720 cent. Since 18§5 the figures 
have not varied so largely, -but have shown a con.stant tendency downward.” 

These railroads performed one-third of the entire transportation of 1895, and 
from the figures given it appears that 0.73 cent would pay for as much transporta¬ 
tion over their lines in 1895 a.s could have been obtained for 3.08 cents 30 years 
earlier. 

This reduction, amounting to three-quarters of the average rate of 1865, was 
exceeded by the reduction in price of but few even of those articles in the manu¬ 
facture of which new inventions have worked the most radical changes. The 
entire transportation performed by the railroads of the United States during the 
18 years ending June 30,1894, was equivalent to moving 136,799,677,823 passengers 
and 807,935,383.8!18 tons of freight 1 mile. Had rates averaging as high as those 
of 1883 been collected on this traffic, the railroads would have earned $3,629,048,459 
more than they actually received. 


THE STANDARD Oil, TRUST. 

The next most prominent aggregation of capital in the commercial world is 
known as the Standard Oil Company, and the effect upon the price of oil is illus¬ 
trated by the following statistics, compiled by the United States Government, 
showing the wholesale exixirt price for refined petroleum for the period extending 
from 1871 to 1898; 


Prices of refined illuviinating oils per gallon cxporlcd from the United Slates, 
1S71 to 1S98. (The prices represent the market value of article at time of 
exportation.) 


Year. 

CentH. 

Year. 

Ctmt.s. 

Year. 

Gents. 

1871 . 

25.7 

1881. 

10.2 

1890. 

7.4 

1872. 

24.9 

1882. 

0.1 

1891. 

7.0 

1873 . 

23.5 

1883. 

8.8 

1892. 

5.9 

1874. 

17.3 

1884. 

0.2 

1893. 

4.9 

1875 . 

14.1 

1885 . 

8.7 

\m . 

4.2 

1876. 

14.0 

1886. 

8.7 

1895. 

4.9 

1877. 

21.1 

1887. 

7.8 

1896. 

6.8 

1«78 

14.4 

1888. 

7.9 

1897. 

6.3 

1H7H .. 

10.8 

1880. 

7.8 

1898. 

6.7 

1880. 

8.6 


_ 




This great decline in the price of oil is attributable partly to the increase in 
production, but more largely to improvements in manufacture and transporta¬ 
tion, which were only attainable through the aggregation of capital in this 
industry. 

THE SUGAR TRUST. 

Among the more prominent of the recent so-called trusts is that of the Amer¬ 
ican Sugar Refining Company, which is a corporation formed under the laws of 
the State of New Jersey for the purpose of consolidating the sugar-refining inter¬ 
ests of the country, and until recently, when additional capital flowed into this 
channel, it dfid aliout 85 per cent of the sugar-refining business in the United 
States. The effect of this is shown by the following table, giving the price of 
both raw and refined sugar, with the different margins ffuring the 9 years prior 
to the consolidation and 9 years since. ». 
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Average price. 


Year. 

Centrif¬ 

ugals, 

raw, 

per 

pound. 

Granu¬ 

lated, 

reflned, 

per 

pound. 

Differ¬ 

ence, 

per 

pound. 

1879 . 

Ce7it8. 

7.423 

8.206 

8.251 

7.797 

7.423 

6.867 

5.729 

5.336 

6.245 

Cents. 

8.7a5 

9.602 

9.667 

9.234 

8.506 

6.780 

6.441 

6.117 

6.013 

Cents. 

1.382 

1.396 

1.416 

1.437 

1.083 

0.923 

0.712 

0.781 

0.768 


1881. 

18K2 . 

1888. 



1886. 

1887a. 

Average,9 
years . 

6.807 

7.906 

1.008 


a The trust was 


Year. 

Centrif¬ 

ugals, 

raw, 

per 

pound. 

Granu¬ 

lated, 

refined, 

per 

pound. 

Differ¬ 

ence, 

per 

pound. 

1888. 

Cents. 

6.740 

Cents. 

7.007 

Cents. 

1.258 

1889. 

6.433 

7.640 

1.207 

1890. 

5.451 

6,171 

0.720 

1891. 

3.863 

i.mi 

0.828 

1892.. 

3.311 

4.346 

1.085 

1808. 

3.689 

4.842 

1.153 

1894. 

8.235 

4.119 

0.884 

1895. 

3.258 

4.140 

0.882 

1896. 

3.631 

4.539 

0.906 

Average, 9 




years. 

4.291 

.5.272 

0.981 


formed in 1887. 


Since 1896 prices have been affected by changes in the tariff, and during the past 
few months by increased competition consequent upon the construction of new 
refineries, which have reduced margins to an absolutely unremunerative point. 
The figures for 1897 and 1898 are as follows: 


Centrif- 
1 ugals. 

Year. 1 raw, 

per 

pound. 

Granu- 
1 lated, 

! refined, 
per 

pound. 

Differ¬ 

ence, 

jier 

pound. 


Cents. 

Cents. 

Cents. 

1807. 

.1 3.550 

4.500 

O.ftW 


.■..1 4,240 

4.970 

0.730 

March 30,1809. 

. 4.370 

4.940 

0.670 


This reduction in price has been effected partly by increased production and 
largely through buying the raw material cheaper than when a large number of 
smarate refiners were competing for the product. Large economies were also 
effected by closing inferior plants and enlarging and extending superior ones. 
The American Sugar Refining Company has bought its raw material cheap, but 
it has given the public the benefit of such purchases, merely retaining as its profit 
about one-third of a cent per pound, which, considering the nature of the business, 
is a reasonable one. It employs more labor and pays higher wages than was 
employed and paid before the organization of this industry. 

EFFECTS OP THIS INDDSTRIAL REVOLUTION ON LABOR AND PROFITS. 

These illustrations are but types of many in the evolution of industries, which 
is the result of the great forces Wore mentioned, and which have revolutionized 
the entire economic situation. That there have been instances of hardship and 
injustice attending this revolution can not be doubted, but it is equally certain 
that the total results have been beneficial to the public at large and to the inter¬ 
ests of the laboring classes especially, who constitute the majoritj;. At some 
stages of this evolution this remark was, perhaps, not true. The action of these 
forces was so rapid that men were thrown out of employment faster than wants 
were created and industries widened. Labor, however, soon followed the exam¬ 
ple of organization which capital had set, and during the last decade the organi¬ 
zation of labor has progressed faster than that of capital, and has forced a division 
of a larger share of the profits of industry for lalwr than at any previous period 
of iMtory. In other words, the profits of capital have been steadily decreasing, 
while those of labor, and especially of organized labor, have steadily increased. 
At HO previous period would a dollar buy so much of the necessaries and comforts 
of life as at present. While this is admitted by intelligent laboring men, many 
of them contend that opportunities for earning a dollar have constantly dimin- 
IshM; and they are now seeking, by the advocacy of shorter hours for labor, to 
make employment for a larger numW of persons. I believe that this is a worthy 
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and beneficent aim. It is better to have a larger number of persons employed for 
8 hours than a smaller number of persons 10 or Ig hours. Unrest of labor in a 
free county is not a dangerous phenomenon, but rather a safety valve, and one 
■which capital can afford to encourage. At the same time it must not be forgotten 
that education of the masses has created new wants, and that these wants have 
pnwn faster than the means of gratifying them. The problem should be viewed 
from both sides, and only what is reasonable should prevail. Wherever unlim¬ 
ited power exists it is usually accompanied by tyranny, whether of labor or capital. 
There are labor trusts as well as capital trusts, and in all the annals of combina¬ 
tion there are no greater illustrations of tyranny than the attitude of some of the 
labor organizations toward laborers. This, however, was the inevitable outcome 
of organization and of the evolution which is now going on throu^ont the world 
under the operation of the great forces that now control the world—^steam, elec¬ 
tricity, and machinery. Under the operation of these forces the world has been 
growing richer. All the resources of nature are being developed. Capital has 
increased faster than the opportunities for its profitable employment, as is evi¬ 
denced by the steadily decreasing rate of interest. I used to think that combina¬ 
tions of canital would abrogate competition, but experience has shown that, 
instead of abrogating competition, it has elevated that force to a higher plane. If 
a combination of capital in any line temporarily exacts a liberal profit, immedi¬ 
ately capital flows into that channel, another combination is formed, and compe¬ 
tition ensues on a scale and operates with an intensity far beyond anything that 
is ^ssible on a smaller scale, resulting in the breaking down of the combination 
ana the decline of profits to a minimum. 

TENDENCY OF PROFITS TO A MINIMUM ILLUSTRATED BY THE SUGAR AND COFFEE 

INDUSTRIES. 

A striking illustration of this is found in the sugar and coffee industries to-day. 
Arbuckle Mothers had attained a commanding position as roasters and sellers of 
coffee, and they also sold bnt did not refine sugars. Because the American Sugar 
Refining Company would not sell to them cheaper than to other buyers of sugar, 
they decided to go into the sugar-refining business, whereupon leading spirits in 
the American Sugar Refining Company, seeing that the margin of profit in the 
coffee business was good, decided to go into roasting and selling coffee. The result 
has been that this contest of giants has reduced the profits in both industries to a 
minimnm , if not to a positive loss, making it hard for smaller manufacturers and 
dealers to live, but saving millions of dollars for consumers that would otherwise 
have inured to manufacturers and dealers. 

COMPETITION AND PUBLICITY SAFEGUARDS TO CONSUMERS AND STOCKHOLDERS. 

The only trusts which have succeeded for any length of time have been those 
which have been conducted on a far-sighted basis of moderate margins of profit, 
relying upon a lar^e turn over and the economies resulting from the command of 
large capital intelligently administered. The truth of this is illustrated byinnu- 
merable failures in trust organizations to control prices, recent illustrations of 
which are the strawboard trust, the starch trust, the wire-nail ti-ust, and the 
old steel trust. There are trusts, so called, in nearly every branch of business, 
and there is good and bad in all, bnt the good so far predominates that such 
aggregations of capital should be encouraged, accompanied by safeguards against 
abuses. The only additional saferaards needed are for stockholders and investors, 
whose interests are often sacrificed through lack of publicity. The avera^ 
investor is the chief sufferer. So far as the interest of consumers is concerned, it 
is amply protected now—first, by comMtition, as I have shown, and second, by 
the common law, which, if invoked, -wul nullify any contract in restraint of trade 
and subject any unreasonable combination to indictment for conspiracy. Special 
‘‘trust ” statutes are not necessary,although many have been enacted. 

OVERCAPITALIZATION. 

The evil of overcapitalization is often condemned, and no doubt it is an evil, 
bnt it hurts its authors as often as it does investors, although, perhaps, not to the 
same extent. It is very difficult to estimate actual values where earning power 
is such a la^ factor, and this, as is well known, varies greatly with the duHtg- 
ing conditions of trade. At present trade is good, mone^ is. easy, and we see 
great acti^ty in the formation of “ trusts ” with enormous capitalisations, whoae 
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ralne only time can prove; but it is safe to say that there -^1 come periods of 
business depression when it will' not be possible to earn dividends, and these 
securities will find their level. 

A large capitalization can not increase earning power, but it may serve to con¬ 
ceal the percentage of earnings on the actual cost of some proj^rties and furnish 
counters with which to juggle in the stock market. In many industrial proper¬ 
ties the “ good will,” which is a property created by brains, industry, time, and 
population, is the principal value. Unlike a railroad or gas company this can not 
be reproduced, and the sole measure of capitalization is its earning power. What 
other measure can there be to the capitalization of a newspaper or ordinary 
industrial company? Never before has there been so much necessity for caution 
and investigation on the iiart of investors. This is illustrated by the following 
from a recent circular of Messrs. Watson & Gibson, a leading firm of bankers 
and brokers in New York: 

OPINION CONCERNING INDUSTIUAI, STOCKS. 

“ The manufacture of securities goes on so rapidly now that ‘ the Street,’ liter¬ 
ally the street, is full of them, as the stock exchange can not list them as fast as 
they come out. There never has been such a ‘ curb ’ market before. The list is 
a long and growing one. Wall street has got to educate itself in a variety of 
industries. It used to study railroading and transportation only, paying but lit¬ 
tle attention to the methods, details, and statistics of individual industries. In 
the near future we must Inform ourselves in a general way, at least, as to steel 
billets, barbed wire, freight cars, paper bags, baking powder, electnc and air 
power cabs, passenger and freight elevators, hard-rubber goods, typewriting 
machines, smelters, cigars, cigarettes, beet-root sugar, pumps, ^tteries, etc. 
Our horizon is widening; we are getting expansion in Wall street, and getting it 
all at once. Bankers and brokers are looking over these new candidates for loans 
and marginal accounts, and are iiroceeding with great caution. They are not so 
enthusiastic as the promoters of these various consolidations, and therein lies the 
safety of the situation. If bankers and brokers had joined promoters in their 
mad craze to overcapitalize, and had aided and abetted them in enticing the pub¬ 
lic in on easy terms of marginal purchases, the situation would by this time nave 
become dangerous. The industiial stocks will have a checkered career. Some 
■will be admitted into the inner circles of credit among bankers, some will stay 
outside in the cold, many will appeal sooner or later to speculative favor, and 
finally the test of time will separate the sheep from the goats. It will be difficult 
to find skilled managers who c,an successfully conduct the new combinations, and 
great cr^hes will come within a year or so that will wreck the whole market. 
There will be as many Cordages as Standard Oils, and probably more, but we are 
not yet in their shadow.” 

STOCK COMPANIES PROMOTE A WIDER DISTRIBUTION OP WEALTH. 

The fact remains, however, that stock companies are industrial partnerships, 
usually composed of a large number of small partners as stockholders, and that 
both profits and losses are much more widely distributed under this organization 
of industry than under former conditions. 

I will give you an example of that. There were 9 sugar-refining firms con¬ 
solidated into the American Sugar Befining Company. There was an average of 
8 partners to the firm, making 27 persons interested. As soon as it was put into 
an mdustrial corporation the number of stockholders began to increase until now 
they are numbered by the thousands. 

INDIVIDCAUTY NOT IMPAIRED BY TRUSTS. 

The theory has been advanced that the organization of industry into “trusts” 
dwarfs individual effort and diminishes individual opportunity. I do not think 
this 18 tnm any more than the enlistment of bushwhackers in the Regular Army 
d'warfs eTOrt and diminishes opportunity. The bravest, wisest, and strongest 
naturally become officers in the organization of industry, and those less capable 
become the rank and file, with opportunity for promotion based on merit. Luck 
and opportunity, doubtless, have something to do vrith leadership, but the fact 
TOnmms that ste^, electricity, and machinery have forced the organization of 
industiy, and it w now a contest of nations for the iarade of the worid. We ewn 
not Ml be generals or admirals in industrial organization, but we can try for it, 
and it IS better to be a good private than to be an eminent bushwhacker. 
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Q. (By Representative Gakdnbb.) That is a matter upon which one hears com¬ 
ments frequently—the opportunities which exist for going into business. It is a 
common thing to hear men say, “ I can not put my son into business. Combines, 
department stores, trusts, etc., absorb ever^hing.” Now, do I understand you 
to mean that, in the evolution of the world’s industry, natural conditions have 
grown up in all countries which will operate without regard to particular local 
institutions—in other words, that the evolution is an irresistible one?—A. That 
is my idea; and I think there is a place for everybody in this new organization of 
industry, as much so as when it was entirely in the hands of individuals. A man 
may not be able to put his son into business in a small way on his own account, 
but he can find a place for him in some large institution which will enable him 
to have as much scope for his energies and efforts as he would haw if working on 
his own individual account. 

Q. It shifts the opportunity, but does not de.stroy it; that is your theory?—A. 
That is my theory. (Contftines reading.) 

The popular hostility to trusts is due principally to lack of knowle^e of their 
economic effects, and these are gradually becoming better known. There have 
been just enough abuses attending them to give an excuse for sensational journal¬ 
istic denunciation, and this has caused undue prejudice. A great politico- 
economic question like this should be considered dispassionately, and all sides of 
it carefully investigated before conclusions are reached. As before stated, the 
result of my many years of stmly of it has been to materially modify the views I 
entertained in the beginning. The editor of the United States consular reports 
for August, 1898, in discussing industrial centralization in Europe, says; 

THK PKESENT A PERIOD OF CENTRALIZATION IN INDUSTRY. 

“Our period is distinguished by its tendency to centralization, not only in the 
State, but likewise in industry and commerce. Large firms are competing with 
small shops to such an extent that the latter are disappearing one after another. 
The factory has displaced the workshops. Everything is being done on a large 
scale. Eveiything is becoming colossal. That is not all. We see now even the 
great factories, not finding themselves sufficiently strong alone, and fearing their 
reciprocal competition, renouncing their own autonomy and combining among 
themselves, and this tendency is eveiywhere manifest. The French charge 
d'affaires at tolin calls attention to their centralization in Germany; the French 
consul at Gla^ow mentions the same phenomenon at Glasgow. These facts are 
significant. They certainly indicate one of the tendedcies—perhaps, it might be 
said, one of the necessities—of our epoch. It is certain that production is passing 
through a serious crisis. Competition has occasioned a considerable decline in 
prices, and in order to retain markets certain industries have been obliged to 
work under unprofitable conditions. To avoid final ruin, they have agreed either 
to limit the production, to maintain prices, or to conclude complete consolidation. 
Hence the cartels, the syndicates for production, the associations. We neither 
approve nor blame this new procedure; we simply record it, remarking that some¬ 
times certain laws are developed, whatever may be their consequence.” 


TRUSTS TEND TOWARD SOCIALISM. 

O. Perhaps this is the right place to ask whether, in your study of combinations 
and trusts, you have discovered, together with a tendency toward the developmwt 
of monoTOhes in all industries, a tendency toward governmental control of snfch 
monopones; or, in a word, is there a direct tendency to ultimate socialism of some 
kind, or government ownership of all things?—A. The tendenCT is undoubtedly 
in that direction. One of the most intelligent socialists in New Fork, in an article 
VTitten for the New York “ Independent,” welcomed the advent of trusts as a 
st^ toward ultimate socialism. 

Q. (By Representative Livingston.) Is it the puri»se of trusts and combina¬ 
tions to bring about that result?—A. I do not think it is. I do not think they have 
that intention at all. 

Q. (By Mr. North.) Is that the effect, in your judgment?—A, I think it is a 
sto in wiat direction. That is the tendency, but the end is a long way off. 

Q. (By Mt.Farquhar.) Do yon think that these combinations t^d to the 
destruction of individualism, as we regard it?—A. No; I do not think they d^roy 
individual character, but they may destroy individual occup{ition. 

Q. Do they destroy individual opportunities?—A. No. 
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Q. How can there be concentration without, at the same time, the destruction 
of opportunities?—A. It is just like organizing a militia or an army. I touched 
upon that, I think, a few moments ago. 

Q. (By Eepresentative LrviNOSTON.) What you say would be true if aU individ¬ 
uals were taken into the organizations; but if the great masses are left out 
what is the effect?—A. Judging from the extent of concentration at the present 
time, I think it must become general. It is certainly proceeding so fast we can 
hardly keep track of it. 

Q. (By Mr. Faequh ab. ) Is it not a fact that the reason given by the unemployed 
for their condition is that they are shut out from employment? Is not that the 
particular explanation, both in Europe and America?—A. Oh, yes; I think it is 
the reason usually given. (Continues reading.) 


INDUSTRIAL CONDITIONS IN GREAT BRITAIN. 

The London ‘ ‘ CJontemporary Review ” for March, 1899, contains an articleon the 
tendency toward industrial centralization in British industries, a recent illustra¬ 
tion of which is the Bradford Dyers’Association, Limited, embracing twenty-two 
firms, with a capital of $23,500,000, and controlling 90 per cent of the local dyeing 
trade. A similar fusion of interests in the Lancashire bleaching trade, with a 
capital of $30,000,000, is contemplated. The fine cotton-spinning trade hasl^gun 
to organize. Thirty-twofirms with a capital of $20,000,000 in stockand $10,0007000 
m debentures have been organized. In the cotton-thread trade, J. & P. Coats and 
four other firms consolidated with $28,000,000 of capital and debentures, and 
Mteen other firms have been organized into a combination with $13,750,000 of 
stock and debentures. All the large establishments engaged in making paper 
for newspapers have consolidated their interests. In the engineering toa^, 
twenty-four firms have consolidated, with a subscribed capital of over $70,000,000. 
Armstrong & Co. absorlied Whitworth & Co., and have a capital of $21,000,000- 
and similar consolidations have taken place in metallic besteads, spring mat- 
toesses, cased tutes, spun mounts, rolled metal, brass wire, metal tubes, iron and 
DTMs fenders, china furniture, electrical fittings, marl for pottery ware, common 
building bncks, and coffin hardware. v j , eu 

In most of these organizations the employers and workmen are also confeder¬ 
ate, a feature not common in this country. The employers agree to employ only 
union labor; the men agree to work for no firm outade of the combinaaon and 
for none which cuts prices. A minimum wage is agreed upon, and there is a 
sliding scale for increases. » » 

Q. (By Representative Livingston.) Wliat is your observation with regard to 
organizations of capitol, are they arbitrary in their action?—A. Just as much so 
as organizations of labor. I think human nature is the same in both cases. 

Q. You say organized labor is arbitrary in its demands, and admit the same of 
organized capital?—A. Yes. 

Q. You do not refer to organization itself, but to the result of organization?— 
Not only is consolidation going on in mannfac- 
tnres, but also with ^stnbutive firms. The capitalisation of incorporated storra 
grocery, provision, oil, and drug trades during 
$W,000,0(W. One company has a capital of $5,000,000, and one of 
R2,600,000. These establishments have branches all over the country which are 
retailers to the ^11. Lipton’s Company has 73 branches in 
^nto and 181 in the provinces. One tobacco company has 100 branches. In 
«hemi«il, and dreg branches of the shop trades, the traders 
local associations and federated nationally for various purposes of 
pureose being to prevent extensive competition. 

A* achieyed a greater development in England than in 

retailers complain of it as much there as here, and the Scotch 

Wtole an effort tofind a remedy through tax legislation, 

exhaustive™ hearing hke this it is impossible to discuss 

^nt P*"***®® a subject, I have endeavored to 

mfrtnOv nf “ a somewhat extended observation 

economic revolution nowin 
are worthy they may suggest some points which 

^ ^ consideration, and which may aTd in arri^ at wise 

le^^M^”mi^^n rt®f 80“ejl^o«>phioal poet will be appreciated by the 
^ m organizations, who hare been the 

stay m our churches and have founded most of our hospitals and universltiesT^, 
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wsgibly^ by the proprietors of ^‘popular” JotirnaLs who xoake a bosmess of 
aenouncing and viUfying them: 

*'Tbe siffos is bad when folks commence 
A-findfn' fault with Providence, 

And balkin' 'cause the earth don't shako 
At ev'ry prancin’ step they take. 

No man is ?roat 'tel he can see 
How less than little he would be 
£f stripped to self, and stark and bare 
He hung his sign oat anywhere. 

“ My doctem is to lay aside 
Contentions and be satisfied; 

Just do your best, and praise or blame 
That follers that counts jest the same. 

I've alius noticed gi'ate success 
Is mixed with troubles, more or less, 

Audit's the man who does the best 
That gitsmoro kicks than all the rest." 

INDUSTKIAL CENTKALIZATION A NECESSITY. 


I am not interested in trusts, except as a student of their politico-economic fea¬ 
tures, but I am satisfied that we must have this organization of industry if we 
would keep up with the procession in the march for the worlds trade. There are 
1,440,000,000 people in the world, of which we have 7.5,000,000, possessing a larger 
pui'chasing power than any similar number elsewhere and a larger producing 
power, because we command the great forces of nature and of brain power 
embodied in machinery to a greater extent than any other nation. 

WE MUST EXTEND OUR FOREIGN MARKETS. 


With a consuming power of 75,000,000 we have a producing power of 150,000,000. 
Our problem is to keep our labor and capital continuously and remuneratively 
employed by preserving our home market and reaching out for a place to dump 
our surplus among the other 1,365,000,000, each of whom has some wants. 

Q. You say our object should be to keep our home markets. Suppose we pro¬ 
duce more than we can consume, what then?—A. We then sell it abroad for any 
price we can get. 

Q. Does that hurt anybody?—A. I do not thiiik it does. 

Q. Does it not hurt the producer? I want to know your exact opinion on that. 
Suppose we produce more wheat than we can consume, and throw it on the mar¬ 
ket anywhere; is the price raised or lowered?—A. Undoubtedly, if we produce too 
much, i.e., if we produce in excess of the consumptive demand the world over, 
the price is reduced, because the price of our wheat is made in Liverpool. 

Q. If wo should limit production at home, would that enable us to extend our 
markets abroad?—A. My answer to that is, that we should endeavor to preserve 
our home markets so far as possible and to extend our foreign markets at the same 
time, in order to relieve the home markets of our surplus. If we produce a sur¬ 
plus, whether of natural or manufactured products, tlmt surplus presses down on 
the market and reduces prices to an unremunerative point, and in manofacturee 
causes the closing of factories and the discharge of laborers. The great problem 
is to keep our labor and capital both employed. 

Q. Li preserving our home markets are we not competing with foreigners and 
prejudicing them against us? Do we not suffer on that account?—A. Foreign 
buyers purchase from us when they can doso to better advantage than elsewbefe. 
While trade follows the flag to some extent, it follows the price list to a much 
greater extent, and we must do all that we can to extend our markets so that our 
factories can run continuously. As the producing capacity of our factories is 
greater than the consuming capacity of the United States, we must look abroad 
For our markets, else our factories can not run and furnish emplo^eut. 

Q. I understand you to say this, that, as we are an overproducing country, 
not only in the manufacturing line but in the agricultural line, it should be the 
policy of this country to extend its markets?—A. Yes. 


rOBEION MARKETS TO BE EXTENDED BY BUILDING UP AN AMERICAN MBRCBANT 

MARINE. 

Q. Kow, how can that be done and at the same time ke|p up onr home mar- 
kets?-A. GHre ns m American merchant marine; let our own sh^ distributs 
our own goo^. A merchant does not hire a competing merchants wa|fom to 



TBUST8 AND INDUSTRIAL COMBINATIONS:—THUBBEB. 11 

distribute his goods, and every steamship company works for its own country 
just as a railroad works for its terminal points. I blew $75,000 into the Brazfl 
Steamship Line, because I thought it was a shame that an American merchant 
should have to send his letters to Brazil by way of Liverpool; and I lost every 
cent of it, because the policy of our Government at that time was to pay only 
sea postage, which, on a new route, is nothing. That policy applied on land 
would stop two-thirds of the mail routes of the United States. We had $98 000 
as a mail pay or subsidy from the Brazilian Government, and our Governinent 
gave $8,800, It did not pay the boat hire in lauding the mails at the nine points 
touched at. 

Q. Then you think it necessary, in order to extend our trade and benefit our 
producers, that we have American bottoms?—A. I do. 


PRODUCTS ON WHICH PRICES ARK FIXED IN FOREIGN COUNTRIES, 

Q, (By Representative Gardner.) On what products or manufactures of the 
United States are the prices fixed in any other country? For instance, it is said 
that Liverpool fixes the price of our wheat; is that true of any other American 

f roduct or manufacture?—A. It is true of our agricultural products generally 
think, except perhaps cotton, of which wo are the chief producers. It is true of 
most natural products that are produced in all parts of the world, but it is not 
true to any great extent of our manufactures. We make thousands of articles 
in this country so much more useful for the purposes of mankind than what is 
now being used elsewhere, that if we only bring them to the attention of con¬ 
sumers m all parts of the world they will buy them. The peasant who has been 
plowing with a crooked stick or reaping with a sickle, the implements employed 
by him and his forofathers for hundreds of years, is entirely satisfied until he 
sees a moldboara plow or a modern harvester. 

Q. (By Representative Livingston.) If our agricultural products are larger 
and their prices are fixed abroad, and the prices of our manufactures aie not, mil 
you tell me what advantage the manufacturer has in controlling prices that the 
agncultonst has not, thus enabling the foreigner to fix the prices of the one 
moldboard plow-^^'^^'”'*'’ ^ that to you. Take, for instance, a 

Q. T^e raw cotton and manuf^tured cotton?-A. I am explaining the differ- 
ence wtween a manufactui'ed article, where faghion comes in, or some use some 
patOTt , or something that gives the manufacturer the control of the price, and an 
agricultural product. I contend that $1,000,000 of manufactures exported are of 
As a Country than $5,000,000 of natural products. 

of manufactured products will pay as much profit as 
$5,000,000 of natural products, because the margin of profit is fixed by the man- 

to the peculiarities of his goods, the wants of 
fashion, and all that, which have a very important bearing. (Continues reading.) 

SPECIAL EFFORT SHOULD BE MADE TO SPREAD A KNOWLEDGE OF OUR PRODUCTS 

ABUOAD. 

thle®n? educational wants. The former are principaUy 

Wd! supplying these we have to compete with the fertile 

Ji*? world. The educationalwants are those of 
I wa^on a ’tv. IS illustrated by an incident which happened while 

° around the world some years ago. On the voyage from Bombav 
tel SvT^h1s®ul ®"8li®li cotton^nnfacturer who 

cotto^?+w3 Manchester to Bombay, and was manufacturing cheap 

ter*^? he told me of the great increase in tS 

^ttoL uwdi^ w would soon supply all the cheap 

Suer^were ^ American manu- 

loadedwithcla^toll^d^^'weU^iffcdiasnmb *fh*T 

the LtoiSire m touftotl^^tt“ i^Artr 
to wear breechcloute"””*” wX” SdT'oX? “i®^® ** tashion 

Mr. Chairman educational want.” 

the edwation^ ItotfdiiTfi. many a truth spokenin jest,”8nd upon 

wants of fashion in wnma^Ua the prosronty of our country. Paris supplies the 
fashions in men’s aro^ 'hH ue; Engtand, the 

venient and useful thto®tbn.» ® ““^® inventions so much more con- 

manufacturers have to doTGlfST the people of the world that all our 

M> do is to show them and they will find a market. But the 
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peasant who has been plowing with a crooked stick or reaping with a sickle is 
satisfied until he has seen a moldboard plow or a modem harvester; the student, 
with the olive-oil lamp or the tallow mp, until he has seen the petroleum, gas, 
acetylene, or electric fight; the wooden-shod clodhopper or the sandal-shod Ori¬ 
ental, with his footwear, until he has seen that artistic and comfortable triumph 
of machinery, the American shoe. 

The same methods which we employ in introducing goods in the United States 
we must employ abroad. Publicity is the great factor; and this must be reached 
by the printing press in the language of the various countries, by the personal 
representation of educated experts able to overcome the barrier of language 
imposed at the building of the Tower of Babel, by cutting canals and laying 
cables, by the upbuilding of an American commercial marine which will carry 
our flag and our goods on every sea, and by the establishing of international banks 
with a currency which will command the confidence of the great commercial 
countries of the world. Then vrill the Star of Empire, first processing westward, 
shed its effulgence over the whole world. With it, in time, vrill come a universal 
coinage, a universal system of weights and measures, and a universal language; 
and Teniwson’s dream of “ the parliament of man, the federation of the world,” 
with the English speaking race, led by the universal Yankee nation, as the evangel, 
will be realized. But don’t let us shy at the bogy of the organization of capital, 
now called “ trusts,” which are an evolution of commerce, as natural and resist¬ 
less as the tides. Steer them! Don’t try to stop them, for they are necessary to 
economical production and distribution. Regulate them, temper them with the 
organization of labor, and work out •’ the greatest good to the greatest number ” 
on a basis of what is reasonable. 

THE RELATIONS OF LABOR AND CAPITAL THE GREAT PROBLEM. 

The adjustments of the relations of labor and capital under these new condi¬ 
tions is one of the great problems to be solved. Time will not permit discussing 
them here; but I would recommend every thoughtful man, whether he be an 
empliwer or an employee, to read a book recentlj^ublished on this subject, enti¬ 
tled, 'The Laborer and the Capitalist, by P. O. Willey. It is a powerful argu¬ 
ment for harmony, and a prominent clergyman recently said of it that it was 
capable of doing more good than any other book except the Bible. Our motto 
should be, “ Labor and capital—allies, not enemies; justice for both.” 

TRUSTS REDUCE THE PRICE OF RAW MATERIALS. 

Q. (By Mr. C. J. Harris.) Did I understand you to say that the effect of trusts 
is to reduce the price of raw materials?—A. Yes; as a rule they buy their raw 
material cheaper than the individual. 

Q. In what instancesdid you say that had been done?—A. The American Sugar 
Refining Company furnishes a remarkable illustration of that. When a large 
number of refineries were competing for the raw sugar they naturally bid against 
one another and paid a much higher price than would have been paid by a 
smaller number of buyers. With a small number of buyers there is less com¬ 
petition for supplies. 

Q. Am I to understand, then, that these coiporations eliminate competition in 
the purchase of raw products and supplies?—A. Yes; they undoubtedly do, to 
some extent. 

Q. What is their effect on the producers of raw material? Is it beneficial er 
otherwise?—A. It is otherwise. 

Q. Then there is one large class you eliminate by trusts, do you not?—A. Yes; 
but, on the other hand, taking the instance of raw sugar, we find that the price 
in 1879 was a little over 7 cents, while in 1896 it was a little over cents. Now 

that undoubtedly has been to the detriment of the sugar producer- 

Q. And the b^t producers of our country?-A. Yes, ana against their interests, 
too, although they are in a measure free from the dictation of the refineries, 
because a large p^ of what they make is suitable for consumption without fur¬ 
ther refining. 

Q. Does not the same condition of affairs exist in regard to the com producers 
and the whiskey trust?—A. I do not think the whiskey business is suflSciently con¬ 
centrated to have that effect; but if it were more concentrated, the effect, then, 
would unquestionably be the same. 

Q. It certainly does in the case of the Standard Oil Company and the oil well 
producers, does it not? Is not the Standard’s control of the industry snf^cienl to 
prevent the raw producers, the oil well men, from enjoying any competition to 
speak of?—A. I think that is true to a great extent, but there has been some com- 
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petitioa even with the Standard Oil Company, notwithstanding it is such an all- 
embracing organization. 

Q. Wonld not any capitalistic combination controlling three-fourths of the 
trwe in an industry be able to effect the removal of competition?—A. Undoubt¬ 
edly, as to the purcnase of raw material. 

Q. Then we come to the middle class of the country; we will say there are a 
hundred men owning refineries in different parts of the country, living in those 
communities, having their homes there and their plants here and there—do not all 
these capitalistic concentrations, or whatever you may call them, remove all 
these dividends and center them in some large capitalist city like New York?— 
A. No, I think not. There is a striking illustration of this m the condition of 
the small coffee roasters in the instance that I cited in this paper where there 
came a contest between the American Sugar Refining Company, who went into 
coffee roasting and distribution, and the Arbnckles, who went into sugar refining. 
It made it very hard for the smaller men. As I said here, “ The result has been 
that .this contest of giants has reduced the profits in both industries to a minimum, 
if not to a positive loss, making it hard for smaller manufacturers and dealers to 
live, but saving millions of dollars for consumers that would have otherwise 
inured to manufacturers and dealers.” 

Q. Are you not looking at these trusts in the light of their money-making capa¬ 
city rather than of their benefits to the community at large?—A. No, I think not. 
I am not interested in them pecuniarily. I have tried to look at them from an 
absolutely impartial point of view. I may not succeed in doing that, but the 
sum of my feelings is, that the trusts have greatly reduced cost of production and 
resulted in a benefit to the consumer. They are absolutely in the interest of the 
consumer, though, as far as the producer is concerned, I think they are antago¬ 
nistic, because, as was brought out a little while ago, there is a leas wide market 
for the producer. 

Q. (By Mr. Nobth.) Are not the producer and consumer one and the same?— 
A. They are, to a certain extent; all producers are consumers to some extent; 
but the producers of raw sugar are scattered all over the world. When they could 
send here and have a dozen buyers, they could get a better price, perhaps, than 
they can now when there are only two or three buyers, because these two or 
three can get together and fix the price they will jjay. The re.sult is that the raw 
supplies are bought cheaper than they could be without consolidation. 


THE SUOAK TRUST AND THE WHOLESALE OKOCERS. 

Q. (By Mr. C. J. Harris.) Can yon, as a wholesale grocer, buy sugar of any¬ 
one but the American Sugar Refining Company?—A. Ohj yes; the American Sugar 
Refining Company is the largest producer; then comes, perhaps, the new refinery 
of the Arbuckles; and then the Doschers, Mollenhauer, and the Union Retoery. 
For three years past we have had three sources of supply, now we have five. 

Q. Suppose you bought of some other company than the American Sugar 
Refining Company, would there be any effect on your business as far as they are 
concerned?—A. Not the slightest. There is no dictation or coercion. 

Q. Can you still retain the same rebates, or commissions, or whatever you call 
them?—A. Yes; precisely. In this re.spect there has been a misapprehension on 
the part of the public concerning the American Sugar Refining Company. Com¬ 
petition in the distribution of sugar became sometime ago so intense in the gro¬ 
cery trade that the dealers were distributing it, not only without profit, but for 
1^ than the actual cost of doing the work; so the grocers got together—they have 
mways been more or less associated—and asked the American Sugar Refining 
Company to ^sist them in securing a fair reward for the work they were doing. 
It was^pomted out that it would be to the interest of the company to have the 
trade in a solvent, rather than an insolvent, condition and they were asked to 
inake an arrangement, fixing the price at which the grocers should sell, and pro- 
yidmg for a commission or rebate to them for doing flie business. They hung off 
j margin of profit was absolutely 

wiped out that the grocers by keeping after them finally succeeded in securing 
suen an arrangement. Immediately some of the newspapers came out with the 
A* abeen a great grocers’ trust formed in the interest of the 
Company; whereas, the truth is, the grocers had h^ 
wehardwtpossible job to talk them into making the“factor system,”as it ia 
^^® grocer, I think, about per cent to do 

sum***' wore than about 4 per cent in the distribution of 

fact, do you not buy alt your sugar from one refining com¬ 
pany? A. I am now out of the grocery business, but I am publishing “The 
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Am»rioan CIrocer," a newspaper, and I speak from aotnal knowledge when I say 
that all of the wholesale grocers buy as they choose from the different concerns. 
They are not confined to the American Sugar Refining Company. If they bny, 
for Instance, from Doscher, or Mollenhaner, or Arbuckle, it does not prejndice 
them in the eyes of the American Sugar Refining Company. 

RBLATION OP THE AMERICAN SCOAR REFINING COMPANY TO OTHER REFINERS. 

Q. Is there any truth in the statement that Mollenhaner and these other refiners 
have really some connection with the American Sugar Refining Company?—A. 
I do not think there is the slightest. I will tell you what^^they all do: they just 
follow the system of the American Sugar Refining Company as closely as possi¬ 
ble, and there has been enough of an outlet, in view of the demand, for the out¬ 
put of all, except tlte American Sugar Refining Company, which, however, has 
had sufficient outlet to keep, perhaps two-thirds of their capacity going, and they 
have been satisfied with that, because it was a great deal better for them to run 
at two-thirds of their capacity for a margin of profit than it would be to reach 
out and try to grab all, when they could not succeed. 

Q. (By Mr. North.) How is the price of sugar fixed?—A. It Is fixed by the 
refiners. They prepare a regular schedule every day. 

Q. In consultation with one another?—A. I do not know whether they have any 
consultation or not. I know whenever the American Sugar Refining Company 
puts up a schedule the other refineries will, in most cases, immediately follow 
suit, elometimes they will have a little surplus stock they want to work off and 
will leave their price the same; or, if the American Sugar Refining Company 
lowers its price, sometimes the other companies will go a little lower still if they 
have a surplus they want to market. 

Q. Notwithstanding what you say, that there are four or five sources of supply, 
there is still no competition in fixing the price?—A. Yes; I think there is compe¬ 
tition to the extent that if one refiner has a surplus stock he will put down his 
price in order to make it move, and then the others will have to follow suit or 
else be left with their stocks on hand. To show yon how much competition there 
is at the present time, I would point out that since the Arbuckles got their 
refinery started, the margin between raw and refined sugars has gone down from 
0.95 to 0.57 of a cent. 

Q. (By Mr.C.J. Harris.) If the Arbuckles and the American Sugar Refining 
Company carry out your trust principle, they, will undoubtedly unite, will they 
not?—A. They will, if they follow their own interests. 

Q. What would be the result, then, on the price of sugar?—A, Immediately you 
would see the margin go op from 0.57 to 0.95 again. 

Q. There would really be no limit to which they could not raise it, would 
there?—A. Oh, yes. I used to have the idea that where a monopoly was created 
there would be no competition, and that excessive prices would be charged and 
the public oppressed; but my observation has been that whenever any combina¬ 
tion attempte to get more than a fair, reasonable profit, new capital immediately 
flows into that line of production, with the result that prices ^o down. Take, for 
example, the production of starch, strawboard, and wire nails. The wire-nail 
manufacturers formed a combination and doubled their price right away. 
Within six months new factories had been created and were running, and the price 
was “ knocked into a cocked hat.” The manufacturers have never been able to 
get a living profit out of the business since. 


METHODS OF THE AMERICAN TOBACCO COMPANY. 

Q. In regard to tobacco—you are familiar with that in the grocery line—unless 
you handle the American Tobacco Company’s product exclusively, what is the 
result?—A. They had a rule that they would dve 10 per cent commission or 
rebate to people who handled their goods exclusively, and only per cent to 
those who did not confine themselves exclusively to their manufactures. That 
was equivalent to making people handle their goods exclusively. 

% l8 that lef^timate, according to your ideas of trusts? Is that not in restraint 
ade?—A. I think it was within their right to offer an inducement to a dealer 
to handle and push their goods exclusively. Yon see it was open to any other 
dealer to come in. 

O. (By Representative Gardner.) What is the^iondition now?—A, I think if 
is the same now. That is my impression, although having been out of trade for 
some 8 years, I should not like to speak definitely on that; but), I flo know this, 
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that they 'iroald sell to anybody and offer a preminm to a person nrho wonld pur¬ 
chase and push their goods and not sell any competing brands, i. e., they wonld 
give 10 per cent to him and only per cent to those dealing also in other brands. 

PEOFITS AND CAPITAL OP THK SCOAB TRUST, 

Q. (By Mr. North.) Are yon In position to give the Commission any more 
deinite information than yonr paper contains regarding the profits of the Ameri¬ 
can Sugar Befining Company?—A. Only as measured by the dividends that they 
have paid. 

Q. Is that the full measure of their profits?—A. No; it is understood they had 
accumulated a large surplus which they are now using as a fighting fund in the 
contest with the Arbuokles. 

Q. You do not know what that is?—A. No; I think nobody but the directors 
know. 

Q. How many stock dividends have they secured?-A. I think no stock divi¬ 
dends. 

Q. (By Mr. Smyth.) All the dividends are public?—A. Yes; every stockholder 
of record, of course, participates. 

Q. (By Mr. C. J. Harris.) What is the capitalization?—A. I think it is now 
$75,000,000. 


PUBLICITY IN THE BUSINESS OP TRUSTS DESIRABLE. 

Q. (By Mr. North.) Do you think that it would be to the public advant^ to 
have a public statement of the security and financial condition of the Sugar Trust 
and other combinations of the same character?—A. Yes; I think it is a crying 
need. I think that these great organizations, having the privileges they do, should 
be put under authority. 

Q. Governmental authority?—A. Yes. They are public corporations. They 
are crested by the law, and the law should protect the public against abuses, 
whether of undue prices or the buncoing of stockholders. You are going to see, 
within a year or two, a crash in these industrials, in which the resources of 
thousands and thousands of people who have put their money into these securi¬ 
ties will be wiped out; and the only remedy that I can see is such control as will 
require publicity. 

Q. You favor that?—A. Yes. 


EFFECT OF TRUSTS AND COMBINATIONS ON LEGISLATION. 

Q. (By Bepresentatiye Livingston.) What effect have these trusts and combi¬ 
nations had on lemslation?—A. Well, 1 do not know. I am not any more com¬ 
petent to judge of that than any member of this Commission, because I have not 
given it any special study. There is no doubt about one thing, viz, that there 
nas been a whole lot of “ striking ” legislation propos^ in order to sandbag these 
trusts, and that whenever they are attacked m that way they will fend off by 
bribery or anything of that sort, I have not, however, observed that trusts have 
been active in the way of getting affirmative legislation in their interests. 

Do they not always do so when a tax system, ■ financial -ystem, or any¬ 
thing else that affects tiiein is planned?—A. UndouWedly, For instance, in the 
formation of the tariff bill you, as well as myself, kno that all these larpi inter¬ 
ests employed the very best talent and ability they could to present their side of the 
question; and we have recently had a discussion in connection with the Canadian 
rMiprocity negotiations in which there has been a great deal of hard talk against 
the lumbermen for the influence they exerte to p: v. ; the Commission arriv¬ 
ing at a conclusion; but I do not think it is wrong for m. lumber interests to pre¬ 
sent, as fully, fairly, and forcibly as possible, the effect of the proposed arrange¬ 
ment on American lumber interests. Certainly the Canadians were not backward 
m presenting their side, and in former reciprocity treaties there has Wn nothing 
reciprocal about Canada. 

^9’ ®oihWn8tions, which are being organized and concentrated, 

® legislation, while the consumers of their products, scattered all over 
isto in that legislation? Do they not in this have m 

people?-A. I think that all large organizations 
®®®®® presented more ably than small ones, 
nroiiri ^ ^^nk, is answered in the central basic fact that these 

organ ations do reduce the prime cost to the consumer. They have done it, and 
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Itlii&fe trijl iSontinne to do it, and unless there Is some instance where they have 
oiwiblned unreasonably and have enforced unreasonable profits I can not say that 
I see My reason for condemning them. They may hare m adrerse and mall^ 
influence on legislation, but I can not say that I bare seen it. When tariff qnes- 
tions hare been pendiiig they hare unooubtedly presented their interests to the 
rery best of their ability, but I do not see that industries that ara in trusts should 
hare any less d^ee of protection thM industries not in trusts. 

Q. It was the effect we wanted you to come to, not the facts. We know they 
loboy, and pay a large amount of money for it. I asked you this question: 
What effect hare they had on these affairs—hare they gained anything or lost?— 
A. I hare not noticed any effect against the public interest in that respect. 

CHABACTKB OF MANY ANTI-TRUST BILLS. 

Q. (By Mr. North.) Do I understand you to characterize the anti-trust le^la- 
tion of the sereral States as “ striking legislation?”—A. I say there hare been, 
undoubtedly, a great many instances where legislatire ‘ ‘ strikes ” were attempted, 
and where these large organizations have been obliged to fend off. 

Q. I would like to have you be a little more particular about that. Do you 
mean to tell the Commission that you regard the anti-trust legislation of the sev¬ 
eral States as “ striking legislation? ”—A. I do not mean to be understood in that 
way in its particular sense. I do say this: I think it is the experience of every 
large organization that there are measures introduced for the purpose of being 
bought off, and that fr^uently that is done. 

Q. Is that the case in our existing legislation, in your judgment?-A. I could 
not point to any specific case, and it is only a general opinion of mine. Perhaps it 
may not be well founded, but that is my opinion. 

Q. ^y Mr. Parquh ab,) One of the most stubborn fights that has occurred in the 
New York legislature was against a telephone company, and, as you well recollect, 
the Board of Trade of New York formed a large committee at its own expense 
to go to Albany. Was there, so far as you know, a single tinge of the so-caUed 
legislative “striking'’ when that fight was made against the monopoly?—A. No; 
1 think that was an effort of a public body to reduce rates. I can give you some 
specific illustrations: I was chairman of the gas consumers’ organization in New 
York when the price of gas was very high-^.75 a thousand feet—and we felt 
that the price of gas was too high, and introduced bills to legislate it down, and 
finally got it down to $1.35. Then we felt that that was a reasonable price, and 
stopped. But each year since then there have been bills introduced, by men 
whose reputation in the legislature was that they were “ strikers,” to reduce the 
price of gas further, and the people who were in this association with which I 
was connected have said that they thought the price of gas was reasonable, and 
that we ought to do what we could to throw our influence the other way. There 
were six bills introduced in the legislature of New York this year to reduce the 

£ rlce of gas, some to $1 and some to 90 cents, and I consider that “ striking legis- 
ition,” from the character of some of the men who introduced it, while others 
were honest men seeking popularity. I know that the gas companies have been 
approached with the information that they could stop certain bills if they would 
pay for it. 

Q. Do yon argue in your own mind that no good can come out of it in that 
way?—A. I am not too certain of anything. 

METHODS OP REOULATINO TRUSTS. ' 

Q. (By Mr. North.) Yon say you think it is necessary that the trusts should be 
regulated by law. Is it possible, in your judgment, to regulate them by law?— 
A. I think that you can pass laws requinng reports, which will give sufficient 
information to investors to provide against abuses in the manipulatioD of stocks, 
which fe the chief thing, I think, that is necessary. You will have gatheredfrom 
my statement that I do not think that the so-callM trust statutes which have been 
enacted are necessary. I think that competition and the common law are sufficient 
to remedy any real abuses that may be attempted, and that the legislation, both 
national and State, which is directed against trusts is unnecessary. 

Q. But yon do believe in the system of publicity and inspection?—A. Yqs. See 
how our banks are supervised and inspected. There is a perfect system. I do 
not see why that should not be applied to all corporatimis. .v ' 

Q. Do yon believe that should be applied by the Qenetaipot’emment or bj* £bio 
several State governments?-A. Where the business is an interstate JrasinM^it 
would, perhaps, have to be done by the Federal Government. 
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Q. la not every businesa where the product goes into more than one State an 
interstate business?—A. Yes, with some qualifications. You know, in the sugar¬ 
refining case, a suit was brought against E. C. Knight & Co., of Philadelphia, 
sugiir refiners I think, under the United States trust laws. It was decided in 
their favor, ^cause they were conducting a buainess within the State of Pcnn.syl - 
vania. To be sure, their product was shipiied all over the United States, but I 
believe that case was decided on the ground that it was a State institution. I do 
not know that I am sufficiently familiar with that decision to have in my mind all 
the vanning grounds on which it was decided. 

Q. (By Mr. C. J. Harris. ) I understood it was because it did not come under 
the interstate clause.—A. That was my understanding. 


THE CAPITALIZATION OK TRUSTS. 

Q. (By Mr. Smyth.) Do you think it would be wise to limit by law the capitali¬ 
zation of trusts so that it should not exceed .S.!,000,000. $:l,000.000, and so on?—A. 
I am not clear in my mind what is feasible. You see. the earning power i.s the 
thing they capitalize on. They say, how much can this concern earn? Well, it 
has earned so and so during the last so many years, and wull, therefore, .stand so 
much capitalization. If they can figure that it has earned 10 per cent, or is 
capable of earning 10 per cent, they will capitalize at that. The common stock 
is, as a rule, a bonus, that is, it is not considered that it represents the actual 
cost of the thing. 

Q. (By Mr.NoRTii.) Fictitious?—A. Yes. It maybe founded on the earning 
power, however. The Ameriian Sugar Refining Coiiipany'.s common stock has 

S aid ])er cent right along, and the preferred only 8 per cent, yet I have no 
oubt that the preferred stixh represents about all of the original cost of the 
plant. 

C ^. (By Representative G-ardnee.) Do you know anything on that point? It is 
a very ticklish one to assume anything on. You say you have no doubt, but do 
you know, or have you reasons to know?—A. I have no knowledge on that point. 
I only know it is a common opinion in the trade that that is the case. 


t.axation of trusts and combinations. 

Q. (By Mr. North.) Would you be willing to subscribe to the proposition that 
all the profits of a trust or combination, in ca.ses of a certain dividend, should be 
sub,iect to public taxation?—A. I do not know why you should treat the trust 
organizations’ business any different from others. 

Q. Is it because it is quasi-public in so far as it is a monopoly or tends to a mo¬ 
nopoly. Is it not different from that of private corporations or individuals doing 
business in the ordinary, old-fashioned way?—A. In ('ommerce there is no such 
thing as monopoly in this day and generation. That is one idea that has been 
exploded. Capital is so plentiful that the moment any in.stitution, no matter 
how big, begins to exact a liberal profit, immediately fresh capital flows into that 
channel and competition results on a scale that would not have been possible 
among smaller organizations. 

Q. Then, do I understand you to answer my question in the negative?—A. Yes; 
I should say that I do not see any reason why busine.ss done by corporations 
should bo taxed in any way different from that done by individuals. 

Q. Even these quasi-public and quasi-monopolistic corporations?—A. Yes; and 
if yon find that they are oppressive, that they are cliarging the public more than 
they should charge it and making enormous profits, that might be a subject for 
legislation, either through the taxing power or in any other way. But take the 
American Su^ar Refining Company. People say: “ Why, they have been paying 
enormous dividends on an inflated capitalization.” So they do; but they do it on 
an average profit of a third of a cent a pound; but the business is one the machin- 
eni of which is not fitted for anything else. If you would subject it to sale— 
the real estate, machinery, and so on—it would only bring a song; and I think that 
they are entitled to a good, liberal profit when they givu the public the long end 
of it, as they have done. They have given the public all the lienefits of their 
advantage in buying, and have only retained their average margin right along— 
aTOut a third of a cent. If they had grabbed the whole thing, why I should feel 
differently about it; but we must all come down to what is reasonable. 

4 . 1 , i ^ Representative Gardner.) If I understand you, your theory is this: 
that the elements of competition, viz, capital and individuals with knowledge, 
bdA a 



18 HEARINGS BEFORE THE INDUSTRIAL COMMISSION. 


skill, and so on. are practically inexh,anatible, and that therefoi-e no monopoly, 
charging exorbitant price.s, can remain without competition for any considerable 
time?—A. Comi)etition certainly will come. 

Q. That is yonr theory?—A. Yes: and the facta go to show it. 

TRUSTS .IND COMBINATIONS PROMOTE THE PUBI.IO WELFARE. 

Q. (By Mr. €. J. Harris.) What is going to be the effect of trust organizations 
on the great middle classes of the community, the men who have fonnerly been 
owners of plants, and their sons after them, and what is going to be the effect 
upon the traveling shlesmon?—A, Spe.aking in a broad way, the effect will be 
beneficial; althouglx there is a coastant displacing and tran^tion in the whole 
situation. Indiviilnals may bo prejudiced a.s they were in the evolution, for 
instance, of our transportation system, la^ginning with the stagecoach and the 
railroads. It is the old, old story, over and over again, of constant transition and 
individual hardships; but in the ‘•demnition tot.al" of the whole thing, as Mr, 
Mantalini said, it is, in my estimation, for the public good, and, what is more, it 
positively can not lie prevented. This state of things has been produced, as I 
have said, by the forces of steam, electricity, and machinery. 

EFFECT OF TRUSTS ON THE WSTRIIiUTION OF WEALTH. 

(}. Suppose the Standard Oil fortunes, running anywhere from $10,0(X),000 to 
, 5200 . 00 l), 000 , which have been showered upon ten or a dozen men, had been 
divided up among two or three hundred at a million or two apiece, would not 
the people in general in this country have been a great deal better off, in your 
estimation?—A. I do not believe they would. You have to have large concentra¬ 
tion of wealth in able hands to accomplish rc.sults. 

Q. Is it not the aim of all sociological writers, who are endeavoring to improve 
the condition of society, to show that wealth should be as evenly divided as pos.si- 
ble? Do not their methods consist in the division of real estate among the thou¬ 
sands, and money and other kinds of property in the same wav?—A. You can not 
have erpiahty in the distribution of wealth. It will inevitatily be uncipial. If 
all wealth were equally divided to-day, to-morrow would see a tendency toward 
inequality again. 1 saw this thought well e.xpressed in a book by Prof. Isaac F. 
Bussell some time ago: “ Equality of wealth would not exist during the period of 
time required for its distrilnition. Before midnight some Esau would have sold 
his birthright for a mess of jiottage or some gambler would have staked his last 
dollar on the throw of a die or the turn of a wheel.” 

Q. (By Mr. North.) That is your general an.swer to the socialistic argument, I 
take it?—A. That equality is impossible. 

Q. (By Representative Gardner. ) And is not that the very thing that socialism 
is aiming at? 

Q. (By Mr. Farquhar.) Is it not generally said by all historians of this country 
that the source of our great national pro.sperity has been our individualistic ten¬ 
dencies; or, in other words, is it not their opinion that the genius of this country 
is against centralization?—A. No. 

Q. Is it not the great freedom of the community in making its own way and its 
own living the standard that has made American wages?—A. I think you are 
speakinjf now in favor of my position—the freedom of opportunity. 

(^. I amply would like an answer.—A. I think it is. I think that freedom of 
opportunity is a most desirable thing, and I think that opiKirtnnity is not abridged, 
as has been suggested by many students, by this new organization of indfi-stry. 
Opportunity aiqiears in a little different way, but opjxirtunity still exists. 

rea,so.ns for the reduction of freight charoes. 

Q. You spoke, in what you have read here, about railroad freight going down to 
0.72 of a cent in 189.') from 3.08 cents in 186.’), Do you credit all that to the con¬ 
trolling of freight rates by tnusts and combinations?— A. No; but I credit it to the 
enormous mechanical improvements that were promoted and made possible by 
the aggregation of capital in the industry. 

Q. What was the increase of railroad capitalization from 186.5 to 1895; was it 
proiK)rtional to the decrease in freight charges?—A. No; I do not think there was 
that amount of increase. There has always been a lot of water, as you know, in 
our transportation system, but I do not think that the water had anything to do 
with the decline in rates; it was the mechanical possibilities that were developed 
by these consolidations. 

Q. In other words, you would answer that it wa.s simply the roadbed and the 
rolling stock and eiiuipment that brought the lower rates? Is it not a fact that 
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the huilding of a second lock at Sanlt Ste. Marie reduced the freight rates on grain 
from Dnlntii to Buffalo from 11 (wnts to 1J cents?—A. Yes; I think it was; that 
ami mechanical improvements, with the increased tonnage thus made possible. 

Q. The extra large tonnage, or carrying power, of all the craft that were built 
as STOII us the great lock wa.s completed?—A. Yes, undoubt(;dly. 

6. So these trusts and combinations had nothing to do with it, and the causi; 
lav entirely outside of any centralization of capital?—A. It had nothing to do with 
it in that particular instance, I think, but look at the pi-ices of transportation on 
the Great Lakes since the Rockefeller capital went into the whaleback transpor¬ 
tation. Of course, those whalebacks could not have passed through the old lo(;ks, 
and the enlargement of the locks gave an opportunity for the further employ¬ 
ment of this capital. The economies that have been realizeil in transportation 
on the lake.s through the increased .size of vessels and all that have been something 
enormous. 

Q. Is not the development of tho lake channels of trade, through river and har¬ 
bor impi-ovcments and b(!tter terminal facilities for handling grain and ore and 
everything of that kind with the resulting competition between water and r,ail, 
the rea.son that rates have come down?—A. Water competition has undoubtedly 
had a great deal to do with it. At the same time you will admit, I think, that 
great mechanical improvements, such as tho manufacture of Be.ssemer steel, and 
the consolidation of railroads, making possible through freights and through 
lines, as (;ompar<'d with the fragmentary lines wo used to have, have had an 
equally great influence. 

Q. Do you think a consolidated pool in the matter of railroad rates sanctioned 
and regulated by law would bo a benefit to the producers of this country as 
compared with the open competition wo have now?—A. I think th;it a i)Ooling 
law under supervision of the Interstate Commerce Commission is extremely 
desirable. 

Q. Ho you believe in State regulation?—A. I do, of all these public .agencies. 

Q. Anil do you believe that trusts or combinations are unsafe unless regulated 
by the State?—A. I think state regulation would be better for the trusts and 
better for the public. 


INDITSTMAt. STOCKS AND SPECULATION. 

Q, Another question that you h.ave left quite open suggests itself here. In Eng- 
l.and, as you know, 10 years ago and throughout the past decade, limited com- 
lianies have sprung into existence like mnsliroom.s. Is it not a fact that, to-day, 
the intention of tho promoters of trusts, the main part of those formed within 
the last :i or 4 months, has been to get their stocks into the Niiw York exchange 
in ord(!r to give them an opportunity to gamble on unknown profits and unknown 
capitalization?—A. I have no knowledge of that. 

Q. Do you not think that Wall street will ultiimately reap tho benefits imstead 
of tho consumer or producer in the speculation on these stewks of the great trusts?— 
A. Wall street is a very interesting community by itself. It contains the gam¬ 
bling spirit of this country, and whether stocks go up or stocks go down, as among 
the really active professional stocks, it iloes not matter a gi'eat deal. It is simply 
one of them skinning another. The real evil in this overcapitalization consists 
in inducing outside sn|all investors, people who are not speculators, to buy, under 
such favorable conditions as now exist, securities upon which, when bad times 
come, dividends c.an not be earned. Then the.se smaller investors are practically 
wiped out unless they can hold over. Indeed, ho who buys on a margin is pretty 
sure to to be wiped out. 

Q. (By Representative Gardner.) Does not that result from imprudence just 
the same as the wasting of money in any other direction? Would that happen if 
the countryman, or other man, who has a little money and knows enough to know 
that he does not know anything about it. and ought not to gamble, would stay 
out of Wall street?—A. Speculation, I suppose, is inevitable; I do not know how 
to regulate that. 

TRUSTS AND PANICS. 

Q. (ByMr.FARQUHAR.) I should like to ask whether, in your opinion, these 
trusts or industrial combinations are for good or evil, as you see them to-day?—A. 
I believe they are powerful agencies for good, but there is much that is bad which 
wiishould try to eliminate: there is “ good in all, but none all good.” 

V there not a question lying back of this, viz, that, as a result of this over¬ 
capitalization and control of natural monopolies as well as of manufactures in 
general, a crisis may come upon ns, such as we have had three or four times in 
this country?—A. Oh, we are sure to have these periods of panic and reaction, but 
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how far this overcai»talization, this excessive capitalization, may enhance them 
or make them come more frequently, I do not know. 

Q. (By Mr. North.) But liave you not already gone on record on that point in 
having stated that you believe a panic to be inevitable from these things?—A. 
What I mean to say is, tliat I do not know how much a panic would he influenced 
by this oven^apitallzation, but I do beli(>ve this, that wo are likely to have these 
periods of commercial d<‘pre.ssion, 'with all the resulting phenomena of idle mills, 
etc., jnore frequently in the future than we have had them in the past unless we 
can widen our markets and k(«q) np activity in our industries. 

Q. But did not I understand you to .say before that they would be intensified 
by this form of industrial combination?—A. As regards panics, do you mean to 
say? 

t^. Business erases, depres-sions, and prostrations.—A. I do not wish to be under¬ 
stood as thinking that the cause, for the reason that I am not clear that excessive 
capitalizations are the' cause of commercial panics. The real cause is our ability 
to produce more than wo can consume, resulting in the shutting down of our 
factories and the throwing of labor out of employment, and accompanied by all the 
phenomena of a commercial (u isis which sometimes runs into jranic, causing the 
withdrawal of money from b.anks, and all that. 

Q. In your .iudgnient is it advantageous to the industries of the country to be 
■so capitalized and put upon the New York stock market thattheywill be sub,iectto 
all the speculative tendencies which influence that market?'—A. 1 think th.at 
e.xcessive capitaliz.ation is nnfortunate. I believe in having things as near actual 
values as i)ossible, liut I do not see exactly lanv you are going to prevent over- 
capitalization. 

Q. That is in^t (piite my point; I may not have made it clear. What I mean i,s 
this: Does not, in your judgment, tho tendency to consolidation bring all the 
industries of the coimtry affected thereby within a speculative and gambling 
field?—A. Yes. undoubteilly. 

O. Tlnat wasthe point I was after.—A, Yes, undoubtedly. 

Q. That is, it is an economic disadvantage to the country in your judgment?— 
A. A’es. I think it is. 

Q. (By Representative Livinorton.) As an illustration of what you have just 
said, what jiroduced the recent wonderful change i n the Wall strtiet rate of interest, 
from fl per cent to Id?—A. .Simply demand and supply. 

Q. Is it not a fact that bankers in Wall street got frightened, that they were not 
willing to advance money on the kind of stocks that were bi.'ing dealt in, and that 
this fear ran money up to Id per cent? Was not that the cause of it?—A. I do not 
know that it was; it may have been. I really do not know that I am competent 
to answer that question. 

THK REGULATION OP TRUSTS EF.SUMED. 

Q. (By Mr. Conger. ) Ami to understand that you believe the general effect of 
these trusts or industrial combinations is the imblic g(X)d, but that you would 
favor their regulation by law?—A. Yes. 

Q. Would you favor the eiuKdment of a Federal law which would prohibit 
interstate commerce and the use of interstate commerce instruments, such as 
checks and drafts, to those corjiorations not complying with prescribed rules 
for filing rejmjrts or for inspection by the Goveniment, tlu^ theory being that 
publicity will do more to right abuses than anti-trust laws which would annihi¬ 
late the trust or combination of capital itself?—A. That is a pretty long question. 
I think a man would have to study on it a long while before he could giVe an 
intelligent answer to it. 

Q. Take the first part of it; would you favor a Federal law that would prohibit 
interstate commerce or the u.se of interstate commerce instruments to those trusts 
that do not comply with a law reijuiring the filing of reports—in other words, 
that regulation which yon seem to favor?—A. I do not know whether that would 
be a proper penalty or not. I think that you can make iienalties that perhaps 
would not interfere with the movement of commerce and at the same time would 
accomplish the object of giving the necessary publicity. You can make cumula¬ 
tive fines, for instance, for first, second, and third offemses, and make them so 
heavy that it would be impossible to disregard them. 

RESTRICTION OF CAPITALIZATION RESUMED. 

Q. Would yon favor tho enactment of laws prohibiting the capitalization of 
conwrations beyond the amount of money or actual value of property invested?— 
A. I would not. That brings us to the great difficulty again. Take, for instance, 
a newspaper that has an earning capacity of $50,000 a year, and its whole plant is 
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not worth $10,000. You would not capitalize that, if you were putting it into 
a cori)oration, on any Basis of the actual ■value of the pi,ant. Take almost any 
private business that is put into a corporation, and its actual tangible meiclian- 
di.s(‘ assets with its re.al estate, etc., is not a fair measure for its capitalization 
A fair measure for its capitalization is the earning power of the propert' 
Can it earn 10 per cent on a capital of $100,000? If so, $100,000 would be a fair 
I'apilal for it. 

y. Would you favor a law which would prohibit the capitalization of that 
])roperty formoro than its present value, on your basis of figuring the value? In 
other words, do you think that it is right and in the interest of the public g(K)d 
to allow the property which is to-day worth $100,000 to be capitalized for $200 000 
or $2.1((,00l)?—A. I think you may base your capital on your earning power' I 
think that e.xcessivo capitalization is an evil, but I do not see how you are going 
to iirevent it, unless you can pass some general law, based on the earnim' iiower 
of the property, that the capitalization shall not exceed so much on its earning 
power. Perhaps it might be reached in that way, but 1 have not thought eiiomrli 
upon it to be an authority on that. 

Q. Woiihl you favor that law if it could be enforced?—A. I am in favor of 
any reasonable- 

ti. Restriction on capitalization?—A. Restriction on overcapitalization. 


TAXATION OF STOOK V. TAXATION OF INCOME. 

q. (By Representative Livinoston.) It the gross income of all organizations 
of the kind were ,at farst taxed liberally, would not that have a tendency to les.sen 
such organization, make men careful about organizing capital, and do away with 
the e’vil of watered sfaick?-A. A liberal tax on the amount of the stock 'might 
nave that etlect, but I do not think one on the income would. New Jersev has 
become the luune of most of these great organizations, because her organization 
ta.x on the lug (lompanies is much less than on the smaller ones. In New York 
coinp'Iiiies'^"'''”^''*''*'' ^ Jersey has secured all the big 

f t a” xt" <a tax should be based on—on the gross income or on 

till. HI t niloiiie.—A. No; I should think that an income- 

ir*'” m A. I think this overcapitalization might be reme¬ 

died It JOII would put the organization tax as high upon largo companies as 
It IS Iipoii smaller; make it prorata; that would tend to keep down capitalization. 

fi, ’ ‘‘ receipts or the net income of the capitaliza- 

timi ot till sc companies, would not that help also to keep it do-wn?—A. On the 
income. I do not think so; I do not think it would, 
y. Ido not want to commit you to an income-tax policy.—A. What I can not 
■“I'oino tax would affect capitalization. 

O. Would It not suppress wild schemes whose success is very improbable? 

not-to tax the stock and tin Fln“ 


explanation of variation in the prick op sugar. 

Q. In the price of refined sugar?—A. Yes 
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nooessary that .something bo done, that the s'ngar trust was formed. Then, 
as yon see, for 3 or ii years they did e.\act a larger margin of profit, and the 
price advanced a.s you liavo pointed out. But when they got the bu.siness into 
working order, liad improved their buying arrangements, and closed up old and 
inferior plants and (mlarged and improved others, you will notice that not 
only the price goes down steadily, but also the margin between raw and refined 
sugars. 

y. (By Mr. Farquu.vr.) Were there not just as large profits to the American 
Sugar Refining Company as there were before they acquired the Philadelphia 
plants and siome othei;st—A. I think tliero was a year or two, when they charged 
more than their regular average; but they s{)on got down to their regular average, 
about a tliird of a cent net, which they have carried all the^way through until 
this more recent competition; and now they are down to 0..')7 of a cent, out of 
which the entire expense of refining must be paid, and that is probably as much 
as 0..57 of a cmvt. 

Q. Is that the result of the competition of the.se other refineries you apeak off— 
A. Yon know the Arbuckle fight, the coffee and sugar fight, is a very interesting 
one. 

Q. (By Mr. A. L. Harris.) Suppose those other organizations had not come 
into existence, do you think their profits would have been as they have been?—A. 
Oh, no; they would have kept their margin right along; they would have kept 
their third of a cent right along. 

THE WIRE-NAir, TRUST. 

Q. I want to call your attention to one, thing more, and that is the wire-nail 
trust and the wire trust. Has not the price of wire increased about 1 cent on the 
pound witliin the last year, since the trust perfected its organization?—A. My 
understanding of it is that wire and all iron products have increa.sed. 

Q. Even steel?—A. Steel of all kinds; but that is due to the industrial situa¬ 
tion, I tliiuk, and not to the effect of trusts. All our mills .are running day and 
night and can not keep up with their orders. We have always .seen that, when 
there is an active demand, exceeding the supply, prices advance. 

Q. And you think that is owing to supply and demand, the naturtil law of 
trade?—A. Yes; that is my feeling about it; but at tin; same time I do not say 
that new steel combinations have not had some influence upon it. I do not know 
that they have, but I do know that the supply and demand has more to do yvith it 
than anything else. 

COMPARISON OP THE EFFECTS OF TRUSTS ON CONSUMERS AND THE PRODUCERS 
OF HAW MATERIALS. 

Q. (By Representative Gardner.) At one point of our examination here this 
morning we seemed to reach the conclusion that jiriccs wore reduced to the con¬ 
sumer .and in turn forced down on the producer. It was asked if the consumer 
and the producer were not one and the same, and it went at that. Now I wish 
to ask the witness, as an expert, if he feels competent to answer as such, whether 
the trust or monopoly buying raw material from one class of persons, but selling 
to another, does not turn at tliat point where soidety is divided into two cla.sses, 
the consumer and the producer, the price lieing reduced to the consumer and 
forced down on the producer? The farmer and the miner produce almost all 
materials that are in the fullest .sense raw materials. The producer and the con¬ 
sumer, therefore, for the jiuniose of my (luestion, are not the .same, because mil¬ 
lions of our population who are cou.sumers are not producers in that sense. 
Therefore, do the operations of the trusts in combining to put down prices to 
the con.sumer and m combining to force them down on the producer have a 
Iieculiar, specially depressing effect on those two cla.sses, viz, the farmer and the 
miner? 

Q. (By Mr. Farqdhar.) Why not make it “ injure 

Q, (By Representative Gardner.) Well.callit“injure".—A. I think that where 
the number of buyers is reduced to so small a number that there is not competi¬ 
tion for the raw material, it tends directly to le.s.scu the sum which the producer 
of that raw material receives. 

18 THE TRUST A NEW ELEMENT IN TRADE DEPRESSION? 

Q. One word more in this same lino. Remove tho influence of the trust in that 
direction, and would there be, in your judgment, any other orgauizatisn besides 
the trust, such as the wool exchange, tho cotton exchange, or other board of trade 
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in tlio cities that wonhl exercise some like influence in denrcssing the price to 
the farmer anil taking the difference for their own profit? That is, is the trust a 
new element of depression, or does it merely take the place of the cotton exchange, 
the wool exchange, and other boards of brokers?—A. It may in some industries go 
directly to the producer, ignoring the middleman, and the producer may get as 
much for his product as he did before and only the middleman be in,iured, 

0 You do not exactly comprehend my question. My question was meant to 
bo this- Assuming that the trust buys directly of the producer, and at the lowest 
possible price does it even then depress the price below where the woolen exchange 
ami cotton exchange or some other board would have depressed it in the absence 

of the trust? . • i i i • 

(By Representative Livingston,) Are not these organizations ]ust as bad m 

effect ,as the combines? 

O (By Representative Gardner.) I want to know whether the wool board 
and'the cotton board that, we read, are fixing the prices of our wool and cotton in 
Liverpool are not .just the same depressive agencies to the farmer that the trust 
is? I want to know whether the trust is an additional deiiressor or whether it 
i’ust takes the place of a former one?—A. 1 do not think that a gi-iieral ansiyer 
can be given to that question. I think it will be necessary to take each specific 
industry by itself and observe its operations. Now, I am familiar, of course, 
with the sugar industry. There is no doubt that the producers of sugar in all 
parts of the world did not receive as much for their sugar after the consolidation 
of our sugar'refilling interests as they did before; and it w-as due, in my opinion, 
to the fact that there were not .so many competing buyers. 

tj. The sugar trust, then, did depress prices to the producer of sugar?—A. 1 
think so. , , 

O. But as to whether trusts do that for the producers ot wool, cotton, and corn 
you are not prepared to say?—A. No; 1 should think you would have to take each 
individual industry and examine it by itself according to its condition. 


THE STANDARD OIL TRUST AND PRODUCERS. 

Q. (By Mr. Piiii.i.ips.) How would yon answer the same question in regard to 
petroleum?—A. My impression is that'the Standard Oil Company as a whole has 
been liberal with producers, and paid theili as good prices, perhaps, as tliey 
could have obtained from a larger number of refiners. Certainly, in the organi¬ 
zation of that imlmstry, the result has been beneficial to consumers and to pro¬ 
ducers alike. 

Q. Take, for instance, the pipe-line system through which the oil is chiefly con¬ 
veyed from the wells to certain stations. The price of pipe was .lO or 60 cents a 
foot when the lini's were built, and they charged 20 emits a barrel for piping the 
oil. The same sized pipe is now bought for from 12 to 1.5 cents, and still they are 
charging the same price per barrel as formerly. As a matter of fact, the oil can 
be piiK'd for ,1 cents a barrel. Now, do you consider that a cheapening to the pro¬ 
ducer or the consumer?—A. I should say that it was a ipiestion ot the value of the 
service that they are rendering. Now, as comiiared with the freight by rail, the 
construction ot pipe lines has effected an enormous saving; and they could not 
have been constructed tiy individuals, but only by some large aggregation of ca)i- 
ital. I do not know whether 20 cents is a fair price or not; I have no idea about 
it; but 1 do know that the railroads felt that they were greatly injured by the con¬ 
struction ot pipe lines, because it reduced their receipts so much. 


THE EFFECT OF TRUSTS ON WAGES. 

Q. (By Mr. Batchford.) I wish to ask if you have any instance in mind in 
which a certain trade has paid its employees a certain price for their lalxir under 
tlie system of open competition and then, when the trade was organized as a trust, 
advanced the prices of its product enonuously and at the same time reduced the 
w.ages ot its employees?—A. I have no recollection of an instance where a trust 
has advanced the prices of its products and decreased the wages of labor. There 
may be such instances, but I have none in mind. I do know that the Standard 
Oil Company, the American Simar Refining Company, and others have never 
had trouble with their labor. They pay good wages and get good service and 
everybody makes money; and at the same time the consumer gets the product at 
a reasonable price. 

Q. (By Mr. Smyth.) Do yon think the American Sugar Refining Company has 
increased the rate of wages since it became a trust?—A. There is a statement, the 
sworn evidence of its secretary, Mr. Searles, before the Lexow committee, in 
which he showed that they had absolutely increased their labor, not in all depart¬ 
ments, but us a whole, and that they were employing more men than did the 
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separate refineries wliieii weri' eimsoUiI.ated. I do not think that i.s tnre in all 
eases, however, heeause wliere industries are spread out and running uneconomi- 
oally, one of the first things that these combinations do is to reduce eroenses in 
every possible direction. They reduce the number of their employees, it they do 
not their wages. They cut off their advertising expenses, dimimsh their selling 
agency expenses, etc,; so that it does throw people out of employment for the 
time being, undoubtedly, and forces a constant transition in employment; but 
the effect of all these great organizations is to widen the market and create more 
employment, and in the end, sjMiaking broadly, I Ijelieve they are beneficial. 

OENEKAL PKINCIPI.KS THE SAME FOB ALL TRUSTS. 

Q. (By Mr. Ratchford.) Is it not a fact that in your advocacy of trusts to-day 
you have singled out what are known as the most economical trmsts—the Standard 
Oil Company, the American Sugar Refining Company, and our largo trunk lines? 
Is it not a fact that these three have an economic side to them that is not tnre of 
other trusts? Or, in other words, that if there he any benefit nmdered to society 
from any form of a trust, the three you have .singled out are rendering the greatest 
possible benefits by the way of (dieap products? Is not that the fact?—A. I think 
th(! same principles apply to those as apply to others. 

Q. Apply to all of them?—A. The same principles api)ly to all. 

Q. Do you believe tlmt the others practice those jmnciples as well as those you 
have singled out?—A. Perhaps not. 

COMBINED EFFECT OF THE OENTRAIJZATION OF CAPITAL AND THE ORGANIZATION 

OF I.ABOR. 

Q. In your paper you h.ave argued in favor of the centralization of capital to 
the end that the prices of our products may he redmred and our markets thereby 
extended, and at tlie sanu! time you have advocated the organization of labor, and 
.stated very emphatically that organized labor has been able to .secure higher 
wages than had been paid higetofore. That being tho case, does it not tend to 
counteract the cheapening of the products .and to (uipple our ability to gain for¬ 
eign markets?—A. If it were carried to extremes perhaps it would; but there is 
rfiason in all things, and I contend that all these gi-eat mooted tpiestions should be 
solved on a ba.sis of what is reasonable and fair. It sometimes take., a great deal of 
investigation to find out what that is. 

EFFECTS OF TRUSTS ON THE DISTRIBUTION OF WEALTH RF.SUMED. 

Q. In your jitdgment, does not tho centralization of capital in tho hands of a 
few carry with it the concentration of poverty and discontent among the many? 
In other words, if the wealth of our country is concentrated in the hands of a few 
persons by reason of organization or other means, does not that deprive the masses 
of the people of their share of that wealth and cause poverty and discontent among 
them?—A. As a hypothetical question I should say that perhaps an even distribu¬ 
tion of wealth is desirable. As regards trusts, however, they are absolutely dis¬ 
tributors of wealth rather than concentrators. Hie number of small partners 
engaged in these trusts as stockholders far exceeds the number of partners who 
owned the firms, factories, or companies that were put into them. As I have 
stated in my paper, wealth is very much more widely distributed under the trust 
form of industrial organization than under the old system of individual firms, etc.; 
very much more. Take, as an illustration, the American Sugar Refining Com¬ 
pany; it has tliousands of stockholders now where there were formerly 37 partners. 

Q. The arguments set forth and the que3tion.s a.3kcd are simply leadinj; to this 
proposition; Is it or is it not beneficial to curb the powers of organizations and 
associations that render impossible the greatest and fullest distribution of wealth? 
That i.s the question, it seems to me.—A. As a hypothetical (question, I should 
answer yes; but I am contending that these organizations are doi^ just the oppo¬ 
site of what your questions seem to imply that they are doing. We differ on the 
facts, evidently. 

State of New York, County of New York: 

I swear that the statements made by me of my own knowledge in the foregoing 
rc])ort of my testimony before the Industrial Commission are true, and that all 
other statements I believe to be true. 

Francis B. Thdrber. 

Sworn and subscribed before me this 8th day of September, 1899. 

[L. s.] E. N. Boot, Notary Public. 
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Washinoton, D. C., June US, ISun. 

TESTIMONY OF P. E. DOWE, BEDFORD PARK, NEW YORK CITY. 

Tho cnminission mot at 3.2.’iT). m., .Jraio 10, 1809, Vice-Chairman Phillips pre- 
siiHiig. Mr, P. E. Dowe, after having first duly affii'med, testified. 

Q (By Mr. .Tenks.) Will you state your name y—A. P. E. Dowe. 

0. Aiid your address V—A. Bedford Park, New York City. 

Q. What is your official position in connection with the Commercial Travelers’ 
Association 'y—A. President of the Commercial Travelers’ National League. 

Q. What is your business?—A. Printing-press salesman. 

(^. You have a statement, I believe, to present to the commission?—A. Yes; 
(witness reading): 


THE C'OMMEBCIAI. THAVEU51W AND TBIISTS. 

Gentlemen: I feel especially honored that you should have selected mo to 
address you as a re|iresentative of the 8.50,000 commercial travelers of the United 
States coiiceniiiig the effect, direct and indirect, of trusts upon them as a class, 
their inliuence upon the affairs of travoders from the standpoint of individuals, 
and as the medium for years between the buyers and manufacturers, jobbers, 
and importers. Among themselves they are not hesitating, as a rule, to discuss 
freely the burning (piestion of tho day, “tnists” and their menace to the business 
methods in vogue for many years. 

Even those fortunate enough to retain positions (often at reduced salary) in 
tile service of syndicates do not hesitate in safe company to condemn trusts as 
dangerous to personal ]>rivilege.s and a barrier to individual investment in tho 
line of choice .and experience. Every commercial traveler hopes to attain, both 
as the goal of the ambitious and progressive business man and as an eipiitahle 
return for years of hard work under trying conditions, a business of his own or 
in connection with others. 

It would be difficult for a stranger to obtain information from the travelers in 
the emiiloy of trusts, but to me they all talk freely, and I can positively state that 
I’onnnercial travelers generally are opiiosed to trusts as dangerous and demoral¬ 
izing, as iiresenling the most knotty social and the worst linancial proposition 
that has ever been before the American people, and they consider that the next 
national campaign will be fought upon this issue, anticipating that previous 
political affiliations will be ignored, all other issues treated as of secondary 
imiiortance. and a “lambslide” for the party standing squarely and consistently 
upon an antitrust, antimonopoly platform. 

DKTRI.MENTAI, TO COMMKKCIAI, INTEBESTS, 

I (piote the language of one of tho brainiest commercial travelers of w-hom I 
know', a man whom the Administration has asked to honor, one who won 
unusual glory tor bravery in the civil war, and wdio has shown his fearles.sness 
in stating his position in regard to trusts. Being asked the question, “What is 
your oiiinion conconiing trusts and combinations?” he .answered; “That they 
are detrimental to our interests, and all commercial travelers agi'ee to this. The 
combination of interests upon a sipiare basis and legitimate capitalization is not 
the only evil; it is tho falsehood of inflation, the issuing of stock far beyond the 
needs for oven conducting a trust; that is the cankerworm gnawing at the vitals 
of commercial integrity; that is the greatest curse, to say nothing of the specu¬ 
lative ci'azo created and the uncertain feeling prevailing in business circles. If 
it shall continue (the organization of trusts), there will ho many traveling men 
dispensed with, for a while at least, until such time as legislation shall iirevent 
and the demands of the people require a halt to be called. There is no justifica¬ 
tion m an action the effect of which is to drive out of business tho middleman 
and the ordinary merchant or manufacturer.” 

Commercial travelers have built up or assi.sted in building up many a concern 
which without their labors would have gone to tho wall; they have made money 
for their eniplo.vers; of that there can be no question; yet several of these 
houses, which had become pmverful factors in their particular lines, were sold 
out to sjieculativo Shylocks out for the “ pound of flesh,” and capitalized at many 
times their intrinsic value, in connection with other properties secured in the same 
manner; the line of production was cornered and further competition paralyzed; 
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prices were usually advanced, dictatory methods adopted, and many travolera 
thrown out of employment and obliged to eec.'k other channehs for livelihood, with 
the avenues in the lines where knowledge, experience, and acquaintance should 
count the most, closed against them. 

THE CHARACTER OP THE TRUST MOVEMENT. 

The promoters of trusts, syndicates, monopolies, or combinations, as a rule, 
spring from Wall street, or are (dose to its shadow; the existing speculative,' 
mania creates inflation bubbles, which ultimately will either break from over¬ 
distention, or disappear at the touch of the people. 

The organizers of trusts, animated only by selfishness, forgetting Americanism, 
ignoring all sentiments of patriotism, shutting their eyes to the constitutional 
foumlation stones, the bulwark for the safety of our institutions, “equal rights 
for all,” daring the enforcement of laws which tlie jieople believed would be ade- 
(|uate, but which now appear to be inoperative, conspire to victimize the public 
by floating trust certificates at unhealthy figures, inflation prices, which mean in 
time a complete collapse. 

Commercial travelers, ivith their hard-headed business sense, would bend to 
the inevitable should they be driven out of occupation by fair competition. No 
class better appreciates the significance of the “ surviv.al of the fittest; ” but to be 
thrown out of work, to be forced to the wall by a species of speculative conspiracy 
and the centralization of capital, di.sproving the oft-made avowals of the capital¬ 
ist that capital and labor are not antagonistic, and affecting the occupation of 
thousands previously employed in unusually intelligent labor fails, as a fact, to sit 
well upon their digestive apparatus. 

The only argument in favor of trusts, the one advanced by tho.se directly intere.sted 
or by their henchmen—and the intention is generally to reduce prices and benefit 
the consumer—I will attempt to show is fallacious from the evidence of those 
who have an accurate conception of the true situation, the commercial travelers. 
I quote the sentiments of one very aide traveler: “ Trusts aro conceived in infamy, 
born of greed, and cradled in the lap of dishonesty.” 

RESOI.OTIONS OE COMMBROIAI, TRAVEEBRS. 

Commercial travelers .are against trusts, both on account of self-interest, natu¬ 
rally to be expected under conditions which ai’e an outgrowth of combinations, 
and on account of the principles involved, the injustice to the people, the men¬ 
ace to democracy, the semblance to plutocracy, and the rottenness of the whole 
movement. 

The following resolutions, placed in my hands, exime.ss the .sentiments of travel¬ 
ing men generally; 

'‘Resolved, That wc deplore the orga7iiz.ation of trusts, the illegitimate combina¬ 
tion of capital, the curtailment of individual possibilities, as a menace to the 
prerogatives of the people and a disarrangement of the established methods of 
business, affecting especially the emjdoyinent of commerci<al travelers, 

“Resolved, That we condemn as un-American the combination or syndicating 
of incorjKirated or individual busine.ss concerns for the purpose of controlling 
products and in restraint of trade and comi)etition.” 

As a matter of expediency, the resolutions offered at the convention of the dele¬ 
gates of the Travelers’ Protective Association, held in Louisville recently, in 
condemnation of tnists, were laid upon the table, four or five men conteading 
that, being employed by trusts, it would prejudice them with their employers to 
attend the convention of an insurance a.ssociation admitting luoprietors and buyers, 
as well as travelers (and a nonpolitical body), should it pass resolutions against 
trusts. The gentlemen admitted that personally they disapproved of trusts, and 
it was plainly apparent that the gathering represented an antitrust sentiment; 
they fully appreciated the fact that none could guess where lightning might strike 
next. The emidoyed forgot their unemployed brothers in craft and association, 
the question of expediency was presented, and the resolutions were tabled. 

I have heard from several thousand commercial travelers, many replying to a 
circular letter issued by the Commercial Travelers’ National League, asking a 
number of questions, and the universal opinion is that, as a rule, trusts have 
advanced wholesale prices and in many in.stance8 have fixed retail prices; that 
thousands of travelers have been disjiensed with and thousands reduced in salary, 
some being retained in house positions as a matter of policy, in some cases at 
former pay, but usually at greatly reduced emolument. As July 1 and Janu¬ 
ary 1 are the usual dates for term contracts with travelers. July 1 will fiiid several 
thousand more commercial salesmen out of positions. 
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Tho traveling men believe that in a few years most of the trusts will have been 
broken, but that it will be impossible to completely shake off the grasp of some 

monopolies upon the throats of the people. 

My correspondents state that buyers generally do not like the trusts, and would 
prefer to buy from outsiders, other conditions being equal. 

THE NUMBER OF COMMERCIAL TRAVELP.RS IN THE COUNTRY. 

The census of 1890 shows less than RO.OOO commercial travelers in the United 
States, Tlie census is incorrect; probably many commercial salesmen are included 
under the head of clerks and salesmen. I will not attempt to analyze for reasons, 
but will try to show why the figures are wrong; and. speaking of statistics, I will 
ventilate my belief that census figures can be discovered as playing some queer 
tricks, for many glaring inconsistencies will develop uiion re.search, like the fol¬ 
lowing, clipped from a newspaper annual, and based upon the 1890 census: 

"Number of manufacturing establisliments reporting, 333,688; officers, firm 
members, and clerks, 436.999, or one firm member or a president of a stock com¬ 
pany ami one-third of a bookkeeper to each concern." 

The above statement as to the number of manufacturing concerns is in reality 
a modification of the full number reiiorting to tho Census Bureau, and is modi¬ 
fied for compari.son with previous reports. Part 1, Manufacturing Industries, 
census of 1890, jiage 8, shows 3,5.5,41.5 manufacturing and mechanical industries 
reporting. A(lding to these figures the number of wholesale merchants, import¬ 
ing and commi.s.sion houses, including the wholesale dealers in wines and liquors, 
as given by the 1890 census, 81,086, there is a grand total of 386,501 manufacturing 
and wholesale concerns. 

It is easy to conceive that there are 100,000 manufacturers, jobbers, importers, 
mannfaclurers’ agents,etc., (imploying 300,000commercial travelers in the aggre¬ 
gate; and to this number we couhi add, as travelers for business, the buyers of 
farm products, insurance agents and adjusters, special auditors in various lines, 
etc., and our e.stimate of 3.50,000 traveling men is found to boa safe and con- 
servati ve approximation. There were and yet are many houses employing not less 
than .50 salesmen; some employing more than 300; a large number 3,5, and several 
thousand hfiving between 6 and 30. 

The (lonimercial Travelers’ Mutual Accident Association of America, with 
he.ad(iuartcrs in Utica, N, Y., admits to membership commercial travelers exclu¬ 
sively, .and ha < more tlian 30,000 members. The officers of that organization have 
calctilal ed that one out of every fifteen of the commercial travelers of the United 
Stat(!H are members of it. 

Tlie last census shows only 9,533 commercial travelers for New York City, 
hardly one-third of the actual number. 

The census of 1880 gives as the number of commercial travelers in tho country 
38.1,58, and of 1870,7,363. In 1870 the hotel keepers numbered 26,394, and in 1880, 
33,453. Tho commercial trade is considered as the most desirable by hotel men 
generally, the imajority of hotels catering to the transient guest; in 1870, however, 
there W(U-e apparently 4 hotel keepers to each traveling man, and in 1880 the hotel 
keei)ers still outnumbered tho travelers, according to the census exhibit. 

From figures supplied me by commercial men I submit the following: That 
more than 35,000 salesmen have been thrown out of work through tho organiza¬ 
tion of trusts, and about 25,000 reduced in salary, some being retained at a big 
cut in compensation in house positions, others as traveling agents—60,000 sales¬ 
men directly affected by trusts. 

EFFECT OP THE OROANIZATION OF TRUSTS ON COMMERCIAL TRAVELERS. 

The estimate by that conservative newspaper, The Springfield (Mass.) Repub¬ 
lican, that ultiniately two-thirds of the commercial travelers will he thrown out 
of occupation if tho organization of trusts continues ad libitum, and more than 
50 per cent if the projected combinations are completed, is entirely reasonable. 

I will now consider the effect of 35,000 commercial men out of work and 25,000 
at two-thirds their previous salaries, assuming that 12,500 of tho 25,000 still act 
as travelers. One hundred and fourteen millions of dollars represent the annual 
expenditnres cut off by the direct influence of trusts, as follows; Sixty millions 
loss in salaries; |27,000,000 for railroad tickets, sleeping cars, and excess baggage, 
an amount equal to the entire surplus earnings of all the railroads of the country 
for 1898. The loss to hotels can be safely estimated at $38,000,000. Should one- 
half of all the commercial travelers be dispensed with, $180,000,000 would hardly 
cover the salary loss annually; over $75,(WO,000 would be the loss to railroads, 
and the same amount for hotels. 
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Thp (lividoiids of all flic rnilroada of tho United States for 18!!;i were about 
$7,500,(100 iiioro than the figures mentioned as the estimated loss to railroads, 
should one-half the traveling men he dispensed with. The commercial travelers 
would gradually drift, however, into other piirsuits, and although their earning 
capacity would ho greatly diminished, still they would manage to support their 
families after a fashion, and as disbursing media might represent an annual 
expenditure, in the aggregate, of between ninety and one hundred millions; hut 
th(^ loss to hotels an<l railroads would he the figures as given. Every hamlet 
throughout tho land would feel tho effect of the loss of revenue to hotels; many 
hot(‘ls would become bankrupt and general distress follow the discontinuance of 
one-half the commercial travelers as embassadors of trade. 

The history of this country gives examples of jmor hoys wh5 became great men, 
hi'ginning at splitting rails, tanning hides, driving canal horses, etc., and wo 
all know personally some illustrations of self-made men; we have listened to 
the stories of father and grandsire, tolling the younger gen(a‘ation of early strug¬ 
gles, and many instances have been cited where a few hundred or a few thousand 
dollars started them upon a career to fame and fortune. Trusts have come, how¬ 
ever, as a curse for this generation and a harrier to individual enterpixse. 

What will be the prospects for our children 'i God Almighty alone knows. 
He who notes the sparrow's fall will remove tho dark shadow which the greed 
of unscrupulous speculators has cast upon the fairest land under the canopy of 
Heaven. The peoph! cry out for redress; they demand relief from the accursed 
thing tliat stalks within their midst, falsely garbed as indnstriolKcientific economy. 
Tho people demand that lawmakers do their full duty; tliey mu.st forget self- 
interest and act as tho representatives of tho people solely; create State and 
national laws that will construe the organization of trusts as conspiracies and 
treat tin,' organizers as criminals. Officials should consistently perform the obli- 
g:itions of office in enforcing the laws already created to meet the exigencies of 
tho situation, and not permit them.selves to swerve from duty by tho influences 
often brought into action. 

Legitimate (corporations should receive ample protection, but tho combinations 
in restraint of trade and free and healthy competition should be considered as 
illegitimate and as antagonistic to our institutions of freedom and (siual rights. 
To tho (luestion, “ Have not the capitalists or .speculators, it you jdease. ecjual 
l>rivileges with otlier citizens of this countryI would reply, eraphati(;ally, yes, 
providing they comply with tho laws made for tho safety and protection of all 
the people. 

II.I.USTRATIONS OF THF, ADVANt^K IN PRICK OF TRUST GOODS. 

I will cite a few examples of advances in tho price of trust goods; Iron pipe, 
over 100 per cent: tinware and enameled ware, about 83 per cent; brass goods, 
(!0 per cent; chair trust, ,iu.st formed, will advance prices 80 per cent; United States 
Rubber Uompany advanced prices of rubber overshoes 14 per cent on May 1; 
American Tin Plate Company advanced juices something like 30 jier cent; nows 
jiaper, one-quarter to one-half cent a jiound, a further advance in ju'oSjioct; book 
jiajier, 5 to 10 jier cent; an advance is exjiected in writing jiaper; in common soaj), 
25 cents to 50 cents a box; flint-glass bottles will be advanceil 10 jier cent or more; 
jobliers and manufacturers of clocks luive advanced tho wholesale juices on 
account of tho advance of metals. (SO jier cent; all metal goods have been advanced; 
brass jiins, 25 j)er cent; jiipcs and brushes, 12J jier cent; combs, 7| jier cent; rib¬ 
bons, 10 Jier cent; school furniture has gone up, as well as pajier iiags and 
wrapjiing paper. 

Tho window-glass trust, organized May 29, with $30,000,000 capitalization, will 
advance prices 100 jier cent. 

The umbrella trust failed four years ago; it advanced tho prices while in exist¬ 
ence, and after its breakup the return t(> legitimate and healthy prices caused a 
loss to the retailer, through the stock on.hand. 

There have been advances in many other lines. The object of trust promoters 
and organizers is to make as much money as possible through stock manijuila- 
tion, and to show industrials as attractive investment securities, no matter at 
what coat and without consideration of the distress which increased prices cause 
consumers of limited income. So advanced jirices are in order, or in prospect, in 
the trust lines. As trust capitalization represents over 50 per cent water, it is 
necessary to advance prices to show a profit ujxui thq fictitious values. 

The exceptions cited of reduced figures to the consumer, for sugar, coffee, and 
kerosene oil require but few comments from mo. Tho fight between the Have- 
meyers and the Woolson Spice Company upon one side and the Arbuckles upon 



TRUSTS AND INDUSTRIAL COMBINATIONS;—DO WE. 


29 


the other, anil the result upon the price of refined su^ar and coffer, i.s too well 
Imown for me to discuss. The spectacle of a trust tryiiif' to drive out a nionopoly 
hy the retaliation of a sharp competition, and ultimately selling at le.ss than cost 
in seeking to attain its object, is one of the peculiar situations engendered through 
the speculative mania that is epidemic. The sugar trust paid, in 1893,21 per cent 
and, from 1894 to 1809,12 per cent in annual dividends upon common stock and 7 
per cent annually upon preferred stock, in spite of the low prices so much com¬ 
mented upon by the advocates of trusts. Beet sugar pays a gross profit of ,$0 a 
ton. the beets costing .$4 and the sugar selling for $10 a ton. 

Regarding kerosene oil, the by-products in the refining of petroleum are the 
mo.st valuable and render enoi-mous profits to the Standard Oil Company. As you 
know, kerosene is an unavoidable constituent in coal-oil distillation; and with a 
limited market, owing to the increase in the electric lighting, the cheapening of 
gas, etc., it is sold at the best price po.ssiblc to market the product. Improved 
proces.sea of manufacture and the methods of handling and transporting have 
assisted in reducing its cost. 


TKEATMKNT OF COMMEKfUAI. SAl.KSMEN HY TRUSTS. 


I will note a tew examples of the way in which the commercial travelers liave 
been treated by trade combinations: The National Enameling and Stumiiing 
C'ompany, which depends for its raw material upon the American Tin Plate Com¬ 
pany, has thrown a great many out of employment, and those retained have had 
their salaries reduced. The great tobacco combine throw out about 3.000 sales¬ 
men ; the Continental Tobacco Company telegraphed the discharge of It.'iO in one 
day ; tlie Baking Powder Company Trust' has di.spensed with all excepting half a 
dozen men. I know of two salesmen di.schargiid by the trust who were formerly 
in the emjdoy of the Cleveland Baking Powder Company, one leceiving a salary 
of ,$.■>,000 a year the other ,$4,.50(). Their routes, with those of other discharged 
salesmen, are covered by one agent at $18 a week. The bicycle tru.st will throw 
out (100 salesmen gradually and will cut down agencies in every city. The chair 
trust will affect immediately more than .500 salesmen by cutting them out of the 
line. 

One man writes: “The Union Bag and Paper Company has thrown out of 
emiiloyment hundreds of salesmen." Another, writing of the same trust, states: 
"I lo.st a good po.sition. They (Union Bag and Pai>er Company) would like to 
kill all out.sidomanufiKiturers, and are trying to do so by sharp commdition.” 

The numhorof salesmenoutof workbecau.se of theUnitedStatesKubberCom- 
l>any i.s 300. The salesmen retained have been reduceil to a .salary, averaging, so 
I am infonned, .$1,300 a year. The American Tin Plate Comp.any cut off about 90 
out of every 100 salesmen. The American Sti'ol and Rod Company, I have been 
told, discharged 300 commercial travelers in 1 day. 

In giving tlie.se estimates I am not cousidi'ring tlie office force thrown out through 
trusts. I was not invited to si)eak in their behalf, but I will call your attention 
to the fact that the American Tobacco Company discharged its office help in St. 
Louis at the time of removing the headipiarters to New York. I know of 2 liead 
clerks in different e.stablishments who were discharged by conci^nis ab.sorbed by 
the trusts after neaily 2.‘) years’ service, and hunilreilsof like instances can be dis¬ 
covered upon inve.stigation. Tlie sugar and coffee monopolies have thrown out 
1,000 salesmen; the average reduction in salary of those retained is$l .000 a year, 
2,') j)or cent only of the old force being retained in house positions. Tlie Standard 
(til Company emiiloys fewer salesmen than any other concern in the mercantile 
world of one-half its capital and profits. It has reduced the salaries of the sales¬ 
men in its employ, with only a very few exceptions, to leas than the income of the 
average mechaiuc. 

The leather trust has affected nearly 2.'> per cent of the .salesmen; the electric 
carriage trust has compelled several men to seek work elsewhere. The thread 
trust has di.spensed with a number of men, and is getting rid of the remaining 
travelers by degrees by paying reduced salaries and dropping hints that it would 
be advisable for the salesmen to .seek other occupations. The type-founders’ trust 


' Information regarding tho Baking Powder Trust wa.s furniehod by ono of tbo «'ommorcial 
travolew aischargod after the roiiuiliiatioii, who said: “All go but six.” Ho has oxplainod 
mnoo my apjmranoe liefore tho Industrial Commission that lie meant all woumi gobiit six. 
fu. V i Icanied t^t out of 140 salosmon employed by tho houses alisorliod in tho combine, 
w had been discharged, and many more would be dispensed with. 


P. E. D. 
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has affected 40 men. And so on, up and down the list. The examples mentioned 
will servo as illustrations of the whole. 

One comment more and I will close: I find that the hanks are refusing to mant 
loans upon trust certificates as collateral, witli only a very few exceptions, mow¬ 
ing a lack of confidence in the stability of speculative prices, and doubts as to 
the integrity of trust stocks. 

I will now try to answer such questions as are within my power. 


SOUHOSS OK witness’s INFORMATION. 


Q. You have given us a good many figures along different lines. J^et us con¬ 
sider, to begin with, the statement that you had heard from several thousand 
traveling men. Can you make that a little more definite? About how many 
thousand have you heard from ?—A. For the last fi months 1 have been holding 
conferences at various hotels in different parts of the country. I have invited 
traveling men, sometimes 6 , 10, 20, .'HI. to my room. We discussed the subject of 
trusts. Regarding one conference held in Elmira, the papers .stated that it was 
an organization to combat the trusts, that it was organized for the purpose of 
fighting them. I asked for a correction, and the local papers then mentioned the 
matter as a conference; when we were placed in a false light, we asked for a 
correction. For the purpose of securing a general expi'ession of opinion, the 
national league sent out the following circular letter: 


Office of P. E. Dowe;, 

Be;i)E’OR]) Park, Ne;w York, 

Mmj 17, mo. 

My Dear Sir : I have lieen summoned, as pre.sident of the Commercial Travel¬ 
ers’ National League, to apiiear before the Industrial Commi.ssion in Washington 
between .June 7 and 17, to give evidence regarding the effect of trusts and monop¬ 
olies upon commercial travelers and commercial traveling. As 1 desire to have 
a general exiires-sion of opinions, and to bo in a position to submit the ideas of 
the m.ajority, rather than to advance my personal .sentiments. I ask that you write 
me at the above address at once, answering the following (piestions by numbers, 
and giving such iiensonal opinion as you think covers the situation. Your com¬ 
munication will be regarded as strictly confidential, and is intended tor my personal 
assistance only. You have my assurance that any inside information you may 
give will not prejudice you nor your business connection. 

1. What is your line ? 

2. Is there a trust now in existence in your line? 

8. If .so, what is its title? 

4. Has it exerted any influence toward advancing or decreasing whole.sale prices ? 

5. What effect has it uixm retail prices ? 

0. Docs it comfiel fixed retail iiricos? 

7. What effect has it uixm commercial travelers and commercial traveling? 

8. Approximate the number of men out of work on account of it. 

0. Approximate the average reduction of salary of those retained. 

10. If jiossible, give aiiproximately the proportion now retained in house 
positions. 

11. How do trusts, combinations, and monoplies affect you personally? 

12. Do they affect your sales ? 

13. Is the concern you are agent for in a trust or syndicate ? 

14. What is your opinion regarding trusts and combinations ? 

15. What is the opinion of commercial travelers generally regarding trusts, 
combinations, syndicates, and monopolies? 

16. What is the opinion generally of the buyers you come in contact with, as to 
the same ? 

An immediate reply will greatly oblige. 

Yours, fraternally, 


P. E. Dowe, 

Presifhnt Commercial Travelers' National League. 


Q. In response to that general circular letter, how many answers did you 
receive?—A. I can not give you more than an approximation of that: there are 
other ways in which I have secured information. Certain members of the league 
have acted as agents for me, and on account of my acijuaintanco with the news- 
paiier men, a number of them, I may safely say running into Bundreds, published 
a card asking that information be sent me, and I have been in receipt of letters 
at my home, at the post-office box of the league, at the headquarters of thSasso- 
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elation on Seventeenth street. New York, and in varion.s way.s. Tlie aggregate is 
close to (i.OOO. 

Q. Si-x thousand you have heard from?—A, Six thousand I liave lieard from in 
the different ways, 

Q, Partly by circular letter and partly by meeting them in person in these con¬ 
ferences?—A, And through agents acting for me in reporting. There were 4,000 
of these circulars sent out, and I was surprised at the number of returns, when, 
taking into consideration th.at it is customary for good busino.ss men not to put in 
writing anything that might he used against them, 

Q, You infer from that that the feeling is very strong ?—A, Very strong; they 
ari^ almost a unit. Of the 6,000 I have heard from in various ways only 3 were 
in favor of trusts. One of these men negletded to sign his name to the communi¬ 
cation. and the other gentleman is an employer and not a commercial traveler. 
He has been an officer of a commercial travelers’ assoedation. is a well-known 
politiemu in New York State, and is interested in the bituminous coal industry 
as a whohisaler. Those are the only two I laiow of favorable to trusts. 

OOMMKRCIAT, TRAVEI.ERS' ASSOOIATIO.NS—TilElK OllAR.UITEK A.VD OII.JKCTS. 

Q. Will you be kind enough to give us some details with reference to your 
organization, the Commercial Travelers’ League, as to what it is, what its pur- 
jiose is, how organized, its membership, and so on, so that we may see what its 
lirimdples and purjiosos are?—A. The Commercial Travelers’ League was organ¬ 
ized nearly three years ago for the purjiose of doing more aggres.sive work than 
was advisable for the commercial travelers’ insurance associations to undertake 
or for their soidal bodies to enter into. Tlio object of the association was to 
combine the officials of the various commercial travelers' as.soidations and the 
more aggressive, more positive commercial travelers of the country—those ready 
at all times, upon occasion, to put their shoulders to the wheel. It stands on 
ri'cord as having accomplished everything attempted, as having been a winner 
in everything undertaken. 

Q. What is your membership?—A. The membership, I think, is a little less 
than 3,(100. I have not seen the books; I have been away two months, and I can 
not give you the ex.act number. It is over 1,500—somewhere between 1,.500 and 
3,0(M). 

C^. From what you say, I judge that it is your own opinion that the nature of 
the membership is such that it is more effective than others of much larger mem¬ 
bership.—A . For that reason in nearly every undertaking it has been backed up 
morally by other associations in the country wth the e.xccption ot 3. I once had 
the honor to repre.sent thocommereial travelers here in Washington before the Sen¬ 
ate and House Committee on Commerce. I had credentials showing I had author¬ 
ity to represent 40,00(1 traveling men. The other associations gave mo authority 
to speak for them—the Utica association, with 20,000 members, the 'Toledo associa¬ 
tion, the Springfield association, the Albany association, and a number of travelers’ 
associations throughout the country. The list is too long to go through, but it 
gave me authority to represent 40,000 traveling men in organization. Tlie two 
associations that wore o.xceptions, were the association of whhdi the gentleman 
ot whom I have .spoken as a politician, was an officer, and the Travelers’ Protective 
Association, Avhich preferred to fight on its own line.s. 

(J. Yon sjioke a moment ago in reference to this org.anization e.xpocting to take 
up other lines of work, in insurance, etc. Do I understand you to imply in that 
as.sertion that most traveling men’s associations have insurance as one of tlieir 
chief purposes V—A. Yes; either that or .siHuability. 

tj. Amt it is said to have more positive influence on legislation than associations 
of that kind?—A. Yes. 


OVERCAPITALIZATION OB’ INDUSTRIAL COMBINATIONS. 

Q. I believe you made the statement that the stock of the industrial combina¬ 
tions was over ,50 per cent water?—A. Yes. 

Q. May I ask if you have made any careful study along that line, by taking 
up a good many organizations and fimling what the values of their plants'were ?— 
A. I m^e the statement on the evidence of those I have come in contact with, 
those who have supplied me the information. I am merely asserting this from 
the information I have received from those identified with the different lines. 
Now, as an illustration, L^gctt & Myers, I understand, were jiaid in cash twice 
the value of their plant. That comes from tobacco men, and, of course, I make 
the statement for what it is worth. 
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You say tliey wore paid in cash twice tlio value of the plant, the value 
being estimated, of course, by the man from whom you got the statement?— 
A. Yes. 

Q. Can you think of any other specific iastances that would perhaps give even 
higher rates paid for plants than that, i)avt of the pay being made in stocks and 
bonds?—A. Only in a general way. I think the censtis of 1800 shAws something 
like six billions Oi dollars invested in all the manufacturing and mechanical 
industries of the country. It has been estimated by one of the journals on econ¬ 
omics that five billions of dollars repres(nited the capitalization of the trusts. 

Q. So that it was jiartly on these figvires and partly-A. On the information I 

have received. 

Q. On information yon have received directly that you make" the statement 
about capitalization?—A. Yes. 

Q. Tho same thing applies with reference to the prices you have cited?— 
A. Yes. The traveling men have the i)rices, they know the j)rices absolutely. 

Q. And when you get information from oni! that prices have gone up .'iO per 
cent or 100 per cent, he is speaking on positive knowledge ?—A. Of tlie goods he 
is soiling or has sold. 

METHOD OF DKTKRMININU THE LOSSES OF TRAVEI.TNO MEN. 

Q. You have also given us figures with referen<M> to the losses that have taken 
place in salaries on account of the formation of these (^omhinations. loss in trans- 
I«)rtation and baggage, loss to hotels, etc ?—A. Yes. 

Will you speak with some definiteness with r(‘ference to the way in whi(!h 
you figure out the losses; what is the ba.sis of your figures?—A. My first effort 
was to get an approximate idia of tho number of men who were atlisied by the 
trusts; having arrived at that. I figured on tins basis of an average of a 
day for railroad expenses. 240 days of the year, whicdi is a very safe aj>pi’oxima- 
tion. The result is .jiBOO a year, 

Q. You simply took a number of good concerns, and took a basis of 8000 a year 
lo.sa for each traveler thrown out?— A. Yes. 

Q. And with reference to the losses of hotels, and losses in transportation and 
baggage?—A. On the .same basis. The loss to hotels equals if it does not exceed 
the loss to railroads. 

Q. Taking the same number of men, and finding what the avei-age is from this, 
the amount tlnsy are charged for (Excess l)aggage, etc., from your own (‘xperience 
and that of others whom you know?—A. Yes; on the salary basis I have calcu¬ 
lated on $1,200 a year. 

Q. That, perhaps, is sufficient as regards the f|uostion of facts. You said that 
when one organization was formed a large numlKU' of men were thrown out of 
employment in St. Louis, possibly being transferred to New York?—A. Yi‘s. 

Q. When yon make a statement of that kind, and .speak of tho men being 
thrown out of employment, do you take into account that perhaps new men are 
brought into employment in New York, wluui the office is transferred there?— 
A. That is doubtless the fact, but in much smaller numbers. I make that statement 
on the assertion of a man who is an exp(;rt in the tobacco busimws. a m;in who 
has received $.8,000 a year from one of the companies that was absorlx.'d by the 
tnrst. A man who is capable of e;vrning $8,0(K) a year as a salesman must lx; a 
man of ability. 

Q. In your estimate have you taken into account this—that probably some would 
be given work where others were thrown out ? In making these statements as to 
the numlxjr of men thrown out of employment, have you deducted from tlu^ totals 
the number of men yon thought would be brought into employment by the trust, 
or did you not think there would be any?—A. Of course there are a numhiT 
retained. 1 figured on tho basis of 3,u.()()0 that wore thrown out alrsolutely, and 
2.5,000 reduced in salary. Some were retained in inside positions, and some are 
still traveling at reduced salaries. Reductions have been effected all along the 
line, with few excei)tions. 

Q. Have you any information that tends to show that certain men, perhaps the 
more skillful and more capabhs, have received increases in salary?—A. No; the 
tendency has been to reduce them and dispense with the high-imced men. 
To-day if the line is in a syndicate any man can sell goods, for he can call with 
the list of g<x)ds and ask the dealers to fill out what they want. Wo will cite, for 
instance, the baking-powder trust. That includes the Cleveland, the Royal, the 
Mce baking powder, and one of the cream of tartar baRing powder companies. 
The men travel for $18 a week, replacing men who received four or five thousand 
They go around with a list and say, “ How many do you want of Price’s, how 
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many of Royal, and how many of Cleveland?” It does not require a salesman 
after trusts are organized; dummies will do. 

Q. Have you any evidence to the effect that some of the traveling men were 
put into the office force at increased salaries?—A. No; I do not know anything 
of the kind. They may have been temporarily as a matter of policy, but it was 
purely policy. They may be afraid of some. There are instances where they 
may be afraid of the ability of some men in certain trusts. I have cited the 
American Thread Company as retaining men at reduced salaries, but dromiing 
hints daily that it would be advisable to .seek employment elsew’here. They 
advi.se them and assist the competent, hoping the men will get positions in other 
lines. Some of the other trusts have not been as generous. 

THE S.4.VINQS KESULTINO PROM TRUST OIMIANIZATIONS. 

Q. The statement has been made here and is freipiently made by members of 
the organizations that great savings are made in the cost of production by dis¬ 
pensing with the services of middlemen, as they call them, including traveling 
salesmen and the whole.sale dealers in many cases where they can .sell directly t o 
the retailers. Would yon think there is anything wrong in that general slate- 
nient, as a principle? Is it not true as a matter of fact that they do make a 
great saving in the cost of production?—A. Yes; they make a saving in the cost 
of placing particular goods, certainly. 

Q. When I use the word “ production ” I use it with reference to getting goods 
into the hands of the consumer.—A. Certainly. From a basis of e<;onomy tluTo 
might be something in it, but at the same time they advance prices; and the 
theory that the benefit would accrue to the consumers is fallacious. 

ti>. But suppose that they make a statement that there has been a great saving, 
whicih you yourself concede as possible, and that the prices have not gone up but 
have remained the same, would you say it was a benefit or evil to the people as a 
whole?—A. From the v(try basis of trusts I would consider it an evil, a decided 
evil, because it would not only affect the commercial travelers luit others as well. I 
a])preciate the fact that there have been advances made in the wages p,aid the labor¬ 
ers in manufacturing industries in various lines. I do not think these advances 
were given from the generosity of trust organizations or trust officers, but I 
believe they wens made a.s a matter of policy. 

Q. Explain.—A. For the fear of consequences I do not care to be very explicit 
in regard to the situation, but I will .say that there is a general sentiment among 
the people of the country again.st trusts, against monopolies, agaimst the un-Amer¬ 
icanism of them; and I have letters from men of intelligence who intimate that it 
is driving tens of thousands into socialistic id(!as. This is my personal opinion. 
I am not offering it as the sentiment of traveling men ; I am offering it as my 
personal opinion, that the advances they pay labor is from fear of (ionsequences. 

Q. Do you think this throwing of the commercial travelers and others out of 
employment is likely to be more than a temporary matter? If this trust organi¬ 
zation goes on will it not resiilt, in the course of time, in the.se men finding 
employnient elsewhere, perhaps some of them at lower wages? Is it, on the 
whole, likely to result in the permanent throwing out of a large number of men ?— 
A. Well, it will throw out i)ermanently some of them who are old. who have been in 
their special lines so long that they know only those lines; it would be difficult 
for them to adapt themselves to others. You take a man who hits been in the 
nail business, and he knows nails, or a man in the laibber liusinc.ss, and he knows 
rubber; if these men try to seek positions with a dry-goods house the first ques¬ 
tion asked i.s, “ Where have you sold goods? Have you made sales in drygoods?” 
and unless the man is acquainted with dry goods lie is not wanted. To-day the 
iiKTchants, jobbers, and manufacturers want the very liest men, the most experi¬ 
enced men that they can get. 

Q. At the present time, in discussing this general question, the trust managers 
Hiemselves compare their form of organization to the invention of a new maidiine. 
They say that when the steam engine was introduced, for examiile, or when l.he 
railroads were introduced, a great many men were thrown out of employnient 
and there was a great deal of suffering consequent upon these inventions, but in 
the long run they think that these inventions have so cheapened the cost of pro¬ 
duction that the general comfort of the community has lieen very greatly raised. 
Now, the trust men declare that, in their opinion, a trust organization is a some- 
1 u* means of saving labor and lessening the cost of iiroduction, so that 

while they grant the existence of these temporary evils, they lielieve that in the 
organizations will be a benefit to the iieople of the whole country, 
and that their benefit may be comparable with the benefit to civilization of the 
83a-3 
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railroads. What would be your answer to that general argument? I have tried 
to represent them fairly.—A. Personally I consider that trusts are the worst, the 
greatest, evil that has ever confronted the American people. The oi>portunitie8 
for a poor man to advance no longer exist. Many of these very men, who are the 
backbone of the trusts, started with next to nothing, and they certainly should 
allow others the same opportunity and the same advantages. The standard of 
lalK)r in England is one which prevents the poor man, the laborer, and the intelli¬ 
gent workman also from getting ahead; wealth is against them. In this country 
we have had an eipial chance, and ability counts; and if we are approaching a 
time when trusts and centralization and economic principles, if you please, apply 
to all lines, it is going to work evil for tho intelligent laborer o| this country. 
What chances will the middleman, what chances will the salesman, v/hat chances 
will tho intelligent laborer, have? None whatever. 

Q. Then, your rejily to that general argument of tho trusts is substantially this: 
You grant there may be a money saving, but it is at the expense of the intellect, 
strength, and moral character of the great mass of tho working people?— A. Yes. 

CJ. That it tends to degrade the general level of labor?—A. Yes. 

<j. Although you would grant the economic saving?—A. Yes. 

THE EVIL.S UEStll.TINW FROM TRUST OltCJANIZATIONS. 

Q. (By Representative Bell. ) I should like to ask a (picstion or two. As I 
understand, your objection to trusts is based upon the principle that it nari’ows 
the field of labor?—A. Yes. 

Q. And that they monopolize not for the benefit primarily of the public at 
larg<!. but for the monopoly its(df ?—A. E.xactly. 

Q. Now, when you tlii'ow out of employment the many thousands of persons, 
and allow those monopolies the productioji and control of the necessaries of life, 
as I understand you, your men say it has a tendency to breed socialism in the 
United States?—A. Yes. 

O. Is it not a fact that to-day the general masses of the people believe that if the 
railroads and all of the other great natural monopolies can not be run for the 
benefit of the mass of the people the public should own them ? Is not that the 
bmdency?—A. I can speak for tho.se I hav(! come in contact \yith outside of 
traveling men. I have not discussed that (piestion wfith traveling men. but I 
find in (pertain sections of the country (piite a sentiment in favor of (lovernmcnt 
ownership of railroads. It is talked of, but how deep it is 1 can not tell you: I 
have frequently heard remarks on that subject. 

Q. Now, as I understand, you say in your exiierience as a sah'sman that when 
the tin-plate trust was formed the price of tin idate went up immediately?— 
A. Yea. 

Q. The only time it lowers the price is when the monopoly is trying to destroy 
all opposition?—A. Yes. 

Q. Did the price of copper go up immediately after the formation of the trust?— 
A. Yes; the advance to date is sixty pi'r cent. 

Q. Did not the price on all iron, steel, wire, nails, add everything go up immedi- 
at(dy after the recent trusts?—A. Yes. 

Q. Then it does not have a tendency to lower prices? It would lower the cost 
of production, which it evidently does?—A. Yes. 

y. But at the same time it does not lower the price to the consumer; the object 
is to raise the price to the consumer?—A. Yes. 

Q. That is your general understanding of it?—A. That is it, 

aOOD PUBLIC POLICY OPPOSED TO CO.VTROL BY MONOPOLY. 

Q. And your idea is that the public policy forbids control by any monopoly in 
a free country, even though it might redound to lowering the prices?—A. Yes. 

Q. You would say that, to the public at large, the individualism of the citizen 
and the right to fair competition, and to the general employer, is worth much 
more than is tho lowering of the price when so many of them will be deprived of 
tho opportunity of buying goods at any price?—A. If it had that effect. 

Q. Do you think it would have that effect?—A. By lowering the price? 

Q. Well, for instance, they might lower the price because there is an economy 
in production; the question is, wWher public policy will permit combining at all 
of that kind?—A. No. 

Q. Do you believe that, as a matter of public policy, low prices or lower prices 
are beneficial generally ? That is the argument, I understand, that all attethp* to 
make.—A. Trusts have advanced prices, not reduced prices. 
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Q. Tlioy claim here before us that the ayndioating of all these lines of products 
inures to the Iwnefit of the consumer.—A. They say so, but I fail to find where 
it is. 

Q. They are trying to drive out competition ?—A. Yes. 

Q. When they are masters of the situation will they put price.s back to make a 
reasonable profit?—A. More than a reasonable profit when they advance the cost 
in some lines 100 per cent. 

Q. As I understand you, practically in everything, where they are not having 
severe competition in the numerous trusts formed this year, the i)rico has in¬ 
variably gone up?—A. Yes; excepting in those instances where there have 
been reasons or methods for crashing out opposition. 

Q. I say except where that is going on to-day ?—A. Yes. 

Q. Now, have you found this in your experience, that where the lines of produc¬ 
tion all go into a trust they select the jioint where they will do their chief pro¬ 
ducing and force the laborers to yield to the d(!mands of the employer, by 
virtue of their power to shut down the works in one place or another without 
injuring the owners of the works or the trust?—A. Well, that is certainly a 
pilssibility, I have no- 

Q. (Interrapting.) It is perfectly feasible, you think?—A. Yes. 

Q. For them to shut down ?—A. Yes. 

Q. And if a man does not abide by the dictates of the employers at one place 
they can shut down and injure the men and community without injuring them¬ 
selves. Do you not think that this is sufficient within itself to cause the legisla¬ 
tive powers of the Government to prohibit such power being put into the hands 
of any portion of the jieoplo?—A. Yes. In line with that armnnent the Ameri- 
<ain Ijins(.'(!d Oil Coiiipany has if,I linseed-oil mills. It would be easy enough for 
them to manufa turn in !i4, if tlnsy de.sired to .shut down 1. 

Q. If they were threatened with trouble at one place it would bo the most 
natural thing in the world to immediately shut that d<jwn so as to make the 
employees sixbmit. and they have power to do it?—A. Yes. The Amori<'an Tin 
Plato Company controls over 240; the Federal Steel Company controls enough 
establishments to fill a space of sever;tl inches in the newspaper columns. 

UEMKniKS FOB THE KVIUS OP COMBINATION. 

Q. (By Senator MAi,T,ORy.) You have given this subject, so far as it affects the 
interests of your associ;ition, considerable thought. Have you given any consid¬ 
eration to the (piestion of the reiinsly for this (existing or anticiiiated evil ?—A. 
Well, that is the hardest ijnestion to settle. We can analyze the situation and 
appreciate the e^ls, but the remedy is for tln^ most wise lawmakers themselves 
to discuss. 

Q. Have you thought of any V There h,ave been certain suggestions made as to 
different methods of treatment, legislative or otherwise. Has any suggestion of 
that kind commended itself to you as feasible?—A. Well, the mapirity <if travel¬ 
ing men who have communicated with me, although they have been united in 
regard to redress, saying that tru.sts must be done away with, and the condi¬ 
tions must be remedied, and all that; only a few have suggested remedies; one 
man wrote me in regard to the law of the Swiss Republic, vvhhdi has existed for 
40(1 years, and gives the people the light to withhold charters from trusts or trade 
combinations in restriidion of trade. 

Q. (By Mr. ,Ienks.) May I ask if that means this—that in case any combina¬ 
tion asks tor a charter, the question has to bo referred to the people to vote 
upon?—A. You have made a special study of this question. 

Q. I do not know what special law was referred to; that is why I asked the 
que.stion.—A. I will see if I can find that card; I think the gentleman made ref¬ 
erence to the law, which has been in operation in the Swiss Republic for 400 
years; that is a Republic of 400 years’ standing. I think he reWs to the ref¬ 
erendum law. 

Q. (By Senator Malbory. ) That would involve, of coursiu an entire change in 
the corporation laws of the United States and every State. Another method has 
been suggested, or a statement at least of another method has been made by 
somebody, both in the newspapers and here, viz, that of cutting down the 
tariff, of authorizing the Pi-esiilent to do so, as in cases of reci])rocity. Our 
Supreme Court has held that it is (^institutional for the President, under the 
direction of Congress and under certain circumstances, to remit certain tariffs; 
and, in the event that these combinations become (uniressive, it is also proposeil 
that the President be authorized to remit the tariff on the articles covered by a 
combine if it becomes oppressive. That has been suggested; there are others. 
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I did not know but that yon had something to say on that.—A. The traveling 
men are not students of legislative affairs. They have a thorough conception of 
what is g(X)d as affects bu.siness and are very good .iudges of iwlitical conditions 
and political situations, but this is a subject that the best lawyers have spent 
much thought upon, and it may bo a little too deep for business men. 

tj. It is a subject that this commission is very deeply interested hi. The com¬ 
mission is de.sirous of getting all the a-ssistance it can. I do not think it is one 
that is purely legal; it is one upon which we ought to have the best talent of all 
the business interests i>f the country.—A. In trying to an.swor your question I 
will submit a couple of letters; possibly it will be advisable for me to omit the 
names. In answer to question 14 [reading] : “ The trust will cause in the near 
future the gi-eatest disruption ever seen in our country; it is m&king extreme 
rich and extreme poor. The bone and sinew of our great country, the middle 
class, is fast disappearing. Owing to the close competition, the mechanic can not 
go into manufacturing on his own account with a small caintal, as he could. It 
is not conducted with the same capital as of old. That condition, we contend, is 
de])lorahle. Many of our rich men to-day would not have succeeded had they to 
contend with the present condition.” He winds up [roadingl; “The political 
party that will dissolve trusts gets my beat efforts and vote.” He has always 
tioeii an advocate of a certain party. 

Q. The great difficulty is how to do it, so far as the Federal Government is con¬ 
cerned. How can the Federal Government reach them ?—A. Here is a letter from 
a very intelligent man. I will omit the information in regard to the proposed 
trust in his business because they havi' not succeeded m obtaining it yet; it is 
spoken of as one of the prospective trusts (reading); “It is my opinion, and it 
is shared in largdy by men with whom I (;oine in contact in all kinds of business, 
that the day is near at hand when the disastrous result of the trusts will be felt 
everywhere. Another effect that the trusts are having is in making thousands 
and tens of thousands of socialists, and the time will come in the near future 
when all classes of business ni^n, laborers, and mechanics, regardh'ss of former 
party affiliations, will vote with the party that is against them. While I have no 
sympathy with socialism, believing their iirinciples to be all wrong, I recognize 
their rapid increase, and if our lawunakers are wise, it is my opinion that they 
will stop the formation of more trusts and in some way do away with those already 
formed.” That is the opinion of an old traveler, a very intelligent man. But the 
remedy—I would hesitate to suggest anything for fear it would not be the right 
one. 

Q. Well, we have the Interstate Commerce Commission which has supervision 
over railroads. The only reason that Congre.s.s could establish the Interstate 
Commerce Commission, with the jiow<‘r it was intended to give it, is the fact that 
the railroad coriiorations are publi<; coqxu ations intended for the public weal and 
the public benefit. That is the only basis on which Congress could interfere. 
That does not exist in the case of the cor|K)rations we are considering here, private 
coiq)orations.—A, It seems to mc^ that they can only be a ffected by conspiracy laws 
and by restricting corj)orate powers. It is a subject I do not care to get into a 
discussion on. 

Q. (BySenator Mai,i,oey.) I have only troubled you because I thought it might 
have occurred to you to suggest something.—A. If 1 had been under the im[ires- 
sion that I was to be asked that (juestion, I should have—I came here to give lacts 
and figures as a business man—1 should have consulted some (jf my friends among 
the lawyers, and possibly should have gleaned scjme information from the aggre¬ 
gate result of thoir opinions and might have .submitted that; but I should Imve 
hesitated ev(ui in that case, because of the importance of the .'piestion and the 
importance of the situation. People a.sk for redress, and the lawmakers will have 
to discover some way of giving it. 

Q. (By Mr. Phillips.) Have you expressed definitely the reason why so large 
a number of the traveling salesmen have lost their employment ? What is the 
reason for these conditions under trusts that did not exist before ?—A. The simple 
reason is that with comiietition salesmen are necessary for every house in their 
line; with the syndicating—with the combination—salesmen are no longer a 
necessity. An agent—a bookkeeper—tiould be sent out by the trust to collect 
orders, or the business could be done by mail. If it is a commodity that is a 
necessity, and that commodity is in the hands of one syndicate—one trust—the 
dealers have got to buy from that trust. 

Q. (By Representative Bkll.) And the trust gets a higher price for the article 
even after disposing of all this help?—A. Yes. 

Q. And the public is injured and not benefited ?—A. Yes; that is right. 
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Q, (By Mr. Philmps.) If the chair niwleratoral yon correctly, yon said that 
trasts really cheapened thinKs; that inanufactnring is cheaijer than without trusts 
Do yon limit that to a largo number, under one control, in various parts of the 
country that have gone into a combine or trust ? Do you believe, in other words 
that one central organization can run 40 different manufacturing establish¬ 
ments in 10 or 15 States as cheaply as the owners could in each of those States 
provided their works were large enough to manufacture a reasonable amount of 
goods ?—A. Why, certainly, they can produce for less money with the syndi¬ 
cate, by cutting off e.vpenses; first, the salaries of traveling men, and, second 
the salanes of ofttcials. For instance, Jones, Brown & Robinson is a conceni 
that will sell out to the American Windbag Com))any, and the American Wind¬ 
bag Company will ultimately sell out to the American Wind Syndi<-ate, and so 
on: it is a wheel within a wheel. Some salesmen were dispos'd of by Jones 
Brown & Robinson, and then there were some salesmen who repre.sented the 
American Windbag Company who were dispensed with when the company went 
into tlie Ameru^an Wind Syndicate, At the same time there was a dropping of 
officials, of .Tones, Brown, and Robinson, They received a big price tiir their 
plant; probably two or three times what it was worth. It may be possible that 
Jones was president of the American Windbag Company or a director when they 
sold out to the American Wind Syndicate, Certainly it reduces expenses. 

Q. There arc certain industries not subject to the expenses of traveling sales- 
nien that perhaps could not lie run as cheaply as by individuals who look spe¬ 
cifically after their own plants. I have heard it stated that the largest trust 
m the country IS not producing as cheaply as those of much smaller capacity can 
produce. Their whole plants are run by eniidoyees. Their production and their 
nianufacturing is all run from one central office, and all who manage these head 
affairs are employees ?—A. I can understand very readily how a trust would pav 
a less profit than individual conc,erns, on the ground that much of the capital is 
water. It i had a plant, a business which was worth intrinsically $100,01)0 and 
woo to me and say, “ Mr. Dowe, we will give yon 

toi yonr plant; wo will you $100,000 in common st<H^k ami $100 OOi) 
m preferred stuck, and if I tlsmght I vyas strong enough to buck against the trust, 
I would <lecline. They may finally think that I am a pretty good judge of my 
iHi-siness; that I will bo (piite a factor in competition, and ivill interfere^uth the 
nnmcdiate adi ance of prices, and they will agree finally to give me $t>00,000 in cash 
the lalary of those who are identified with me in this 
$1(10,00( plant that ihey bought for $200,000, a profit on $100,000 of 10 per cent- 
l>er cent on $200,000 and somebody will be defrauded.’ 
can leadily understand how it would bo difficult unless the prices were 
advanced to make 10 per cent on $200,000 where wo used to make it on $100,000. 

CAN TRUSTS SURVIVK FOR A.NY I.MNaTH OP TIME? 

(J. Do ycju lielieve any trii.st could exist for any length of time provided other 
people ctiuld organize and pursue the same line of industry on the same terms 
and conditions of traiisportation?-A. No, it would assi.st in breaking them™p 
very rapidly. The Kilesmen would be willing to go into the business ff they ha'l 

certainly would have a knowledge of the^busi- 
nei^, binte I made a ^rsonal argument previously, I will make one again, I 
hiti presses. Supiwise the manufacturers of printing presses should go 

should say, “Mr. Dowe, you know the technical points of 
t le biisine^, but wo can not pay you .-$,5,000 a year; we will give you S2 500 and a 
house po.sition.” WeU, I mfght Ixi egotistical enough to yievrtha’t I coiil.^ 

get some friends to put up uionev 
'-•( ) Jersiiy and capitalize a million dollar company with alaiut 

*1 ultimately sell some stock. Of course my friends ami 

h agenS The’re/reSri^ 

nm 3er aU iustructions to undersell 

told™ go under m ^ ^ 

n and I would soon be wiped out of existence. 

nomt prevent yonr company from underselling at any given 

SrurtTvecZnlriri^ to prevent that-to prevent what might lie called 
gS on ttriS * * willing to take your stock if they could 

get in on terms of e(iuality ? That is the proposition.—A. Yes; that is a Vetty 
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hard itt’ijjiosition. I appreciate the fact that some of these oiHcers tliat are thrown 
ont—that liavo sold out their interest in the concern absorbed by the trust—will 
remain idle a certain length of time, hut some of them will bo energetic and pro¬ 
gressive, and will be factors in competition with some of the very trusts they sell 
out to. I appreciate that, hut whether they can be on a basis of e(piality or not, 
that is a iprestion. 

Q. The opinion very largely prevails among business men that the trusts will 
go down of their own weight; that they can not l)e managed as economically as 
smaller companies can manage their own affairs.—A. It is the belief of the trav¬ 
eling men that trusts afe largely water and are organized pi imarily tor specula¬ 
tive purpo.ses, and that they will go down on that ground. If they were handled 
as honestly and economically as ordinary busines.scs can be handled by the owners 
they would last many years. 

Q. (Byllepre.seutative Bki.l.) Has not the Standard Oil Trust lasted now for 
over thirty years?—A. Tlie Standard Oil Company and the South Improvement 
Company. 

Q. (By Mr. PniTXlPS.) Do you believe that the Standard Oil Company is pro¬ 
ducing oil as clio,aply, refining oil as cheaply,- and marketing it as cheaply as 
others could do and would do if they had tlie same opiwrtunity ?—A. If they had 
tile same opportiinity others could produce as cheaply, but the Standard controls 
such a largo proportion of the product that they virtually make the price for 
crude oil. 


ATTEMPTS TO 1NKLUE.V(,'K WIT.MESS. 

Q. (By Mr. Kennedy.) Has anyone sought to influence you in regard to the 
testimony you might give before this commis.sion—made any sort of threats?— 
A. Well, you might call them implied. It was said to me that it is dangerous for 
a man who depends upon selling goods for a living to take the stand that I have. 
I met a gentleman in New York) a lawycu-, who intimated that it woTild be danger- 
otis; it may have been his personal opinion and it may have been from higher 
authority. 

Q. Has he any connection with the trusts or combinations?—A. Well, not 
directly. 

Q. Indirectly?—A. He may have, possibly. 

Q. Is he attorney for any of them?—A. No, the man is an .a.s.sistant in the 
office of a law);er who has had some interest in trusts, but I would not want to 
say that his opinion is any other than his own. that it would be dangerous for a 
man of no greater influence than myself to assume to oppose the.He gigantic, .affairs. 

Q. Did he think that you might be crushed?—A. Yes, he said I cotild be crushed 
as easily as a caterpillar. 

Q. (By Senator DIali.ory.) Do yon understand that by authority ?—A. No; the 
young n'lan stated that 1 might be (u-ushed out. It was the opinion of the gentle¬ 
man that I might want to find work in some other line than the printing press, 
and it I sought it of a trust I would more than likely be turned down. 

Q. (By Mr. Phillips.) The printing-press firm for which you work is not in a 
combine or a trust ?—A. No, there is no trust in the printing-press line. There 
is a trust among the typefounders, the American Typefounders’ Company, and the 
Continental Paper Company, and others. There is a trust about to be organized 
on writing paper, and a letter I received to-day from a gentleman who is 
well known as a printing-ink salesmen says: “As yet they have been unable 
to form a trust in my bu.sine.s3. It is the most peculmr bu,sine83 ever known, I 
think, and I do not think they will unite, for they have been making frantic 
efforts of late to do so. As you i)robably are aware, I sympathize deeply with 
those poor fellows who Inave got the wrong (md of the stick.” 

Q. (By Representative Bell.) What effect did this trust have on paper?— A. 
They advanced prices from oue-(tnarter to one-half cent a pound for new.spaper, 
with the excu.se that the war news demanded an increased quantity, but they 
continue to charge the advanced jmee. 

y. They keep up the price?—A. Ye.s; they have not reduced the price, and now 
the excuse is that they cannot pay dividends at the old price; but the first excuse 
was that it was o-wing U> the quantity used for the war news. 

Q. (By Mr. Conger.) Are you acquainted with the fact that tho price of news¬ 
paper is the same now as it was a year ago when the war was on ?—A. Yes, it is the 
a<lvanced price; the price advanced owing to the war as they explained it. 

(J. The price advanced in the early part of last y(far, 1898, and has not gone 
b.ack?—A. No; where paper was sold in carload lots, the price was If of a cent. 
The price is now 2i to and sometimes a fraction over. 
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DISCUSSION OF TRUSTS AT THE CONVENTION OF THE TRAVELERS RROTF.CTIVE 

ASSOCIATION. 

Q. (By Mr. Ratchford.) Iii your paper you referred to the action of the 
Louisville convention on a resolution which was introduced, and justified the 
action of the convention in tabling it uixm the ground that certain inemhers were 
in the employ of trusts. Is that correct ?—A. Yes. 

Q. Are you aware that the newspapers of the country state that the conmier- 
cial travelers at their national convention voted down a resolution against the 
trusts f—A. I am sorry such a statement was published, but that was an error. 

Q. Wasit contnidictedV—It was not contradicted; it was allowed to pass. It 
is very difficult to get a correction after a story goes broadcast through the 
country. The papers will state it as an item of news, but will correct it, if 
insisted upon, m very small form; there were headlines given to that report 
in all the newspapers in favor of the trusts. It was given as a news item with 
the expressed surprise of moderate newspaper men that smh should have Ijeen 
the case. I was a delegate to that convention, but I was late arriving there. I 
started from New Orleans to attend the convention and I missed connections twice. 
I got there the last day. I was given the privilege of the floor, and ashed the 
commercial travelers’ delegates to send to me all the information they could col¬ 
lect. After having asked tor that information, the subject of the resolution came 
up; I was placed in a position where I had to keep my mouth shut, and take no 
sides, but after the convention a number of our delegates met in room No. 240 
of the Louisville Hotel, and condemned the action of the body in tabling that 
resolution as a cowardly act. 

l^. How many delegates were there in that convention?—A. I believe it is 
claimed there wore 300. 

Q. Who were the delegates employed by the trusts who favored the tabling of 
that resolution?—A. They were iirincipally men from Illinois, and numbered 
about f) or (i. 

Q. Five or 0?—A. And .some of them were employers, by the way, and not 
commercial travelers. 

Q. Can you state whether or not there was any other influence that operated in 
th(^ tabling of that resolution?—A. Nothing, except there were two resolutions, 
one more radical and more emiihatic than the other. The leas radical re.solution 
was submitted by request of Mr. Phelan, I believe, chairman of the railroad 
coniiiiittee of the Travelers’ Protective Association, who is employed by a large 
Chicago firm. The first resolution, which was discussed for an hour or two, was 
Tcr’'^T!i 1 r.adical resolution wa.s the one submitted by request of 
Mr. Phelan, and he was not able to bo present at the time of the discussion on 
this subject. 

Q. Would you care to state as to what percentage of the members of your con¬ 
vention are opposed to trusts, in your judgment?—A. 1 have already made a 
statement that I have received 3 communications from men favoring trusts, one 
unsigned and the other one an employer, and not a commercial traveler. 

Q. You would not care to make a broad statement?—A. How ciiii I tell? I 
assume that the traveling men of the country are a unit. One can judge very 
clearly the sentiments of the class from the opinion of those who have commu¬ 
nicated with mo or have talked with me or my assistants, .all being opposed to 
trasts, of course. 

Q. I will put it in another way. Do you know of any organization of laboring 
men in the country that is more pronounced against trusts than the coinmerciiw 
travelers ?—A. No. 

Q. Or any such organization that favors them?—A. 1 do not, e.xcept the com¬ 
binations themselves. 

Q. (By Mr. Kennedy.) This Louisville convention to which you were a dele¬ 
gate was not a convention of the organization of which you are president ?—A. 
No; a number of the members of the Travelers’ Protective Association are members 
01 our association. The ox-president and the secretary of the New York division 
na a iiuinber of prominent officials who have been identified with that associa- 

n identified with the one 1 am president of. 

A^’ 1 traveling men’s associations are there in the United States?—A. 

• 1 'V”' associations. The largest association is the Utica Com- 

on nivi travelers Mutual Accident Association, located in Utica, with nearly 
4U,00U members. I think at the convention before the last one it had about 30,000. 
vraS’ =1 1'“®.rnembership of the one that took this action at Louisville, that 

4 ’ 'thirteen thousand; they are not all traveling men, by the 
way; they have also employers and buyers and insurance men. They will take as 
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a inombor aiiy’Dixly who tvavolH ociuisioiially, atul if a man travels a day a year he 
can be a member of that organization. It i.s an accident association. 

Q. Was it the influence of the employers largely that brought about this 
action?—A. The tabling of the resolution? 

Q. Yes.—A. I think it was. I would not want to say that positively, but it was 
a matter of self-interest, the men evidently wishing to stand in wUh their houses. 
I would like to state my position a little more clearlv. If I was employed by a 
trust at my present .salary or a greater salary, and f believed that by opposing 
tiTists or the fonnation of trusts I would lose my jxisition, I would resign as presi¬ 
dent of the Commercial-Travelers’ League. I would not be present before you 
to-day. It is a matter of policy; a man cannot interfere with his bread and butter, 
you know. 

Q. (By Mr. Philmps.) Does this league of which you are president embrace 
these other confederations to which you have referi’edf Are they all embraced 
in it ?—A. Oh, no. 

Q. Is it a sort of federation, or is it not?—A. It is not a federation; it is an 
association. 

y. It is a single organization ?—A. It is a single organization, with the leading 
commercial travelers of the United States identified with it. 

y. Have you .stated tins number of members at the convention?—A. Yes. 

(J. Was tliis resolution at the Louisville convention fully discus.sed before it was 
tabled?—A. Tlierc were such attempts made and an argument on parliamentary 
procedure. There was (piite an animated discussion. The chairman a.ssumed the 
floor, the vice-chairman taking the chair, and argued the (luestion pro and con, 
and said that the traveling men of this country must be either for trusts or against 
them, one or the other; but it wiis urged by the gentlemen, principally from 
Illinois, that it would pri'judice them with their employers, would place the asso¬ 
ciation in a bad light, ami would interfere with the securing of member,s, and that 
as a nonpolitical body they had no business to take up the question and it was 
tabled as a matter of e.vpediency. 

COM.VlKKt,'IAI, TKAVK.I.EIIS' .VSSOCIATIONS—(JlIAliACTEll ANOOBJEOTS KBSUMED. 

y. (By Mr. Farophak.) How many organizations of traveling men are there 
in the United States?—A. About 33 as near as I can tell you—about 33 leading 
organizations. 

y. Ha.s your as.sociation any State organization connected with it ?—A. It has 
its headquarters in New- York. We have an officse on Seventeenth street, and we 
hold quarterly meetings of th(! board of directors at the Imperial Hotel in New 
York, the headquarters of the league. It is an organization that ha.s a nominal 
fee for membenship, $1 a year, and it i.s miu’ely for the purpose, as I .said before, of 
doing work which the other organizations can not nndertake, which would hardly 
bo policy for other organizations to enter into. It is not a large one, but it i^ 
influential. ' We have as members Mr. Aldrich, of Detroit, one of the best known 
traveling men in the country, three ex-presidents of the Travelers’ Protective 
Association; Mr. James Lee, of St. Louis; Mr. Watferstein, of Richmond, Va.; 
Col. Stephen B. Corliss, of Albany; Mr. Titus, president of the Springfield asso¬ 
ciation, and many men of that stamp. 

y. And t)ie.se are all as.sociated in your league?—A. It is not a federation ; it is 
simply an association, to unite the more positive and, I will say, more capable 
traveling men of the country. 

Q. In other words, your league is a selection of the more aggressive men of all 
thoa.ssociationsV—A. Yea; that is the idea precisely. 

Q. Your general aims and objects then arc, for instance, to act in matters of 
transportation and legislation and the general well-being of the traveling men of 
the conntiy?—A. Yea. 

Q. With the social features added, I presume?—A. No. 

y. None whatever?—A. None whatever. 

y. Are there any of those organizations of traveling men that have beneficial 
features to them ?—A. Accident ? 

Q. Accident or-A. (Interrupting.) Most of them are either accident or life 

insurance organizations. - 

Q. Life insurance?—A. Or organized for social reasons. 

Q. Can you give us any idea how many members there are altogether in the 30 
organizations in the United States?—A. Well, I can only give a guess at about 
67,000, which exceeds the statistics—the census of ISOO—by 9,000. 

Q. (By Mr. Philups.) Do any of these organizations belong to the American 
Federation of Labor?—A. No. 
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SOME MOVEMENTS WITH WHICH COMMEItOIAI, TUAVEI.EKS HAVE BEEN 
IDENTIFIEH. 

Q. (By Mr. Piiii.ui'S.) Is there no connection or line of sympathy between the 
enililoyers and yourself?—A. Well, there has been on previous questions; it 
remains to he seen what sympathy there will be at present. If you will permit 
me. I will cite a few matters that wo have been identified with. The first matter 
which the leaf?ue took up was opposition to the antiscalpini; law, on the ground 
that it interfered with personal privileges and constitutional eipiities, and that 
matter is now dead. Wo assisted to elect Judge Parker to the court of appeals in 
New York, and to that e.xtent we interfered with politi(;al matters, but we believed 
the gentleman who was on the opposition ticket would hardly declare in favor of 
our side should he bo elected, and wo used our influence to assist the election of 
Judge Parker, and I think that his majority was over 70,000. I authorized the 
issue of many thousands of circular letters. There was an article—a letter writ¬ 
ten by Jlr. Bond of Albany, a lifelong Republican. Ho (;ame out against Judge 
Wallace and told his rea.sons—that lii.s decisions had been favorable, as a rule, to 
coriiorations, and that wo would not have any show of favorable decisions if he 
was elected. I had several thousands of those sent out. 

Then wo a.sked for a mileage-book law in New York State, and after several 
conferences with the powers that existed at the time the Krum .'iOO-mile mileage- 
book law was passed. There was a hearing before Governor Black, at which time I 
was tho principal speaker in favor of the measure. The railroad people had pres¬ 
ent a delegation of conductors. In fighting against the antisc.alping law it was 
intimated that we were in affiliation with the brokers, and to show that that was 
not the case wo advocated interchangeable mileage. I worked for it faithfully. 
Delegations appeared before the different pas.senger associatioms. Mr. Daniels, 
general passenger agent of the New York Central, who was against us on the 
antiscalping law and the Krum mileage-book laiv, of course in the interest of 
the New York Central and the West Shore, had a number of speakers Ixifore 
Governor Black at the time of the hearing. He has become very friendly to the 
traveling men, although 2 years ago ho said ho would never consent to inter¬ 
changeable mileage. He said last November that all men could change their 
minds, and if the trunk lino association would not (mnsent to interchangeable 
mileage, the New York Ci'ntr.al interests would. They first is.sued a book, good 
on all roads leased or connecting with tho New York Central in New York State. 
They have incveasi'd the value of their mileage book, and it now covers over 8,000 
miles of road, good in Pennsylvania on the Philadelphia and Reading and reach¬ 
ing western Pennsylvania by Buffalo, Rochester, and Pittsburg. Now, I am 
glad to say, Mr. Daniels is one of the best friends we have. We put up a good 
and consistent fight, and he is now giving us more conce.ssions than any other 
railroad man. The matter of interchangeable mileagi^ in Now England has been 
in the hands of a committee in Boston, (mmpo.sed of delegatis from tho various 
chamliers of commons;, travelers’ associations, etc., constituting what is known 
as tho intendiangeable mileage committee of New England. 

Q. (By Mr. FAinjuilAit.) Have you any trouble now in any of tho States of the 
Union in re.spect to tho commercial travelers’ license’?—A. No; that was the first 
fight with which I became a<;tively identified, from IH,S2 to 1884. I oppo.sed the 
taxation of coinmereial men in tho Southern States and Territories, and, partly at 
my suggestion, Charles R, Skinner, the present superintendent of public instruc¬ 
tion of New York State, who was Congre.ssman from Jefferson County, made a 
fight against the tax in the District of Columbia. I think that was in 1884, and 
it was tho de.ath knell to the taxation of tho commercial men. 

Q. Under the Brudwell decision?—xA. Ye.s. 


SUMMARV OK WITNESS’S POSITION ON TItllSTS. 

Q. (By Mr, Jenks.) Would you say that this is a fair summary of the position 
you take regarding the effects of trusts: You believe that their general effects 
are; (1) To reduce tho cost of manufacturing. (0) to increase the price to the con¬ 
sumer , and p'l) to lower tho general standard of lalior by driving men out of higher- 
priced positions into lower-priced positions'?—A. Yes. 

Q. That substantially covers the ground that you take in your paper, does it 
not '?—A. Yes. 
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COMMERCIAL TRAVELERS OPPOSED TO THE ANTISCALIMNU LAW. 

Q. (By Mr. Kennedy.) Are the traveling men generally, outside of yourorgm- 
ization, opposed to the antiscalping law as iiroposed in Congress and in the diflfer- 
ent States V—A. Yes. 

Q. Can you state briefly what benefits the brokerage system has given to the 
traveling men?—A. Well, merely a reduced cost, a reduction in expenses; that 
is all there is to it. If a man is obliged to pay 3 cents a mile to the railroad com¬ 
pany for a short journey, and if ho can buy a ticket for S J cents a mile from a broker, 
who buys it from a railroad company at a lower price and possibly with a com¬ 
mission besides, why should he not? I really believe that the brokers would not 
exist if it wore not for some of the railroads supporting them,,fhe weaker lines 
especially. If we can save something in our traveling expenses, naturally in the 
end it would make us more valuable to our concenis and m line for an increased 
salary. Now, if the railroads will grant us interchangeable mileage—that is what 
we have been working for so long—we will have no use for the brokers. They 
were the victims of the situation, and the antiscalping term as applied was a mis¬ 
nomer. It should have been called antieverybody. It was against the rights of 
the people to make a man a criminal, as the law m New York State did as it was 
originally proposed—to brand a man as a criminal—if he sold a railroad ticket. 
Wo contend that when wo buy a railroad ticket it is our property, and we can sell 
it for what wo see fit. It is a <iue.stion which has been discussed pro and con, and 
I am satisfied that the lawmakers are of the same opinion as traveling men to-day. 
They understand it better. Of course the railroads, the large lines, put up a very 
positive, a very aggressive fight until they were defeated. 

Testimony closed. 



THE SUGAK (X)MBI]SrATT01SrS 


N’OTE.—Tho Siipar Roflneries Company (the Su^rar Trust) was organized August 6, and ready for 
W0TkinNoveml»erJHH7. It <-ontrollod practically all of thesugar-refininginterestsin the United 
States, oxeepting refineries in Philadelphia ana 1 in San Franols(ro. Its authorized eai)italiza- 
tion was $i')O,()fi(),O()0. The different commnies ^ orninff into the trust surremlered their stock to a 
lM>ard of 11 trustees, and received back trust certificates. Profits were to bo divided on the 

On the allegation that the trust was an illegal combination the people of the State of New 
York brougljt suit against the North River Sugar Refining (Xunpany, one of the members of th<i 
trust, to annul the diarterof thecoriioration. on the ground that in surrendering itsaetive man¬ 
agement to th<‘ board of t rn.stees of th(‘ trust it was acting ULTRA VIRES. The <ra 80 was decided 
under thocomuMm law in favor of the State, and the decision was unhold by the court of appoals. 

Asa r(‘8ult of this ilecision of the courts of the State of New York the American Sugar Koftn- 
ing ('’ompany was organiz^jd January 10, IHOl. as a single corporation, in New Jers^, to take the 
place of the former sugar trust. The canital of the newcomimny was $ri0,000,000, $&,00n,000 com¬ 
mon .stock ami $:i').n00,(N)0 preferred stock, the latter to reoj.dve 7 per (--ent cumulative dividends 
before any was |)aid on the common sto<^k. 

During the years and 1HS»1 active competition with the American Sugar Refining Company 
sprang up on the part parti<-ularly of 4 large refineries in Philadelphia arid vi<-inity, the Frank¬ 
lin Sugar Refining Company. tlie'K. C. Knight & (>). Refinery, the Delaware Sugar Refinery, 
and the Spro<;kles Sugar Refinery Company larger <‘ompanieH. wbh-h together produced nlsmt 
one-thinlof the total product of the United States. After nearly a years’active competition 
the Amorieun Sugar Refining Company purchastMl these oomiwinies, and a largo proportion of 
tlu' caiutal sffMtk of a fifth, the Bidtimore Sugar Refinery Comi)any. Of $SJ6.fil)0,0(l0 of new stock 
which had been authorized $Xir>4fi.fiO<) (one-half <’omnion and one-half preferred) was issued for 
j>ur<-huHH of thesf^ comiMinios. In the latter part of isOfi the American Sugar Refining Company 
iKUight nearly all of the minority stock of the Baltimore Sugar Refinery Company in order to 
avoitl jlifficiilty with the minority interest. 

At the time that it was propewed to buy the Philadelphia refineries the United States filed a 
bill in equity to prev(mt the .sale of these roflnerie.s to the sugar combination. Tho case was, 
however, d«'<-idea against the (j-ovornment on the ground that this purchase was not in restraint 
of int<n‘state commerce, and that the case th<!reforo was not j)ro]>crly und<‘r Iho Sherman law of 

mi 

In IHOfj Arbuckle Brothers,producers of coffee,began the erection ofa sugar refinery. The 
American Sugar Refining Comiwiny soon afterwards bought a nia.iority of the sto<'k of th«i 
W(K>l8on Spice Company, Toledo, Ohio, in order that they might entm* inl<> the coffee business, 
(’onipetition lx‘tween the Ameri<-an Sugar Refining Comiwiny and Arbu< klr* Brothers continues 
nt present in both sugar and coffee. The other chief (romiietitm's of the American Sugar 
Refining Company are Claus Doschor, the Mollenhauer Sugar Refining (^mipauy. and the 
National Sugar Refining Company. 

Tho dividends on common st(K’K of the company since 1891, the date of the formation of tho 
Sugar Refining Company, have Ixion as follows; One dividend of 4 per cent was declared in that 
year; IHlKJ, lOj Tier cent; ifiWl, lilj wr cent, and since 18!)4 13 per cent has been declared each year 
in quarterly diviflend.s. On preferred stof^k 7 per cent has tieen declared yearly to date. 

Tlic stock of tho sugar combination has Iwen sold on tho New York Stock Kx<mango since Feb¬ 
ruary, 1H89. Sales of preferred stock of the iireseiit commny began in January. lH9l. The 8t<K'k 
has fluctuated greatly from time b) time, common stock having sold as low as 57j in January, 
1890, and alMive IflO in IHiM). Tho i)rices have fluctuated so much tliat tho stock has iMMxmie one 
of the leading spoeulativiJ stocks of tho exchange. 


Washington. D. C., Jnue lOy 1S90, 

TESTIMONY OF ME. STEPHEN N. BUYNITSKY. 

Thfi coininiflsioii met at 11 o’clock a. in. Saturday, Juno 10,1899, Vice-Chair¬ 
man Phillips presiding. Mr. Stephen N. Biiynitsky, of Washington, D. C.. 
assistant chief of the customs division of the Treasury Department, testified as 
follows: 

Q. (By Mr. Jknks.) Will you be kind enough to give your full n.ame and 
address?—-A. Stephen N. Buynitsky. I am at present assistant cliief of the 
customs division of the office of the Secretary of the Treasury. 

(^. How long have you been in the position which you now hold ?—A. I was 
promoted to that position in April last. 

Q. For how long have you been in tho customs division of the Treasury Depart¬ 
ment ?— K. For twenty-three years. 
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Q. What has hoen your special work in connection with duties on sugar?—A. 
It has been my special duty to ascertain the rate ol drawback to be paid on exports 
of sugar and sirups from imported raw sugars whicli jiay dutj;, the ratio of duty 
to be paid on raw sugar used in the production of sugar and sirup exported, less 
1 per cent of deduction, as provided by law. 

THE TARIFF ON SUGAR. 

Q. Because of your expert knowledge of the sugar tariff the commis.sion desired 
you to explain what the action of the tariff is. Will you explain the tariff on sugar, 
telling us in the first place about the duty on different grades of raw and on 
refined sugars and then about tlio drawiiaiks ?—A. Paragrapft 30!) of the tariff 
act of July 34, 1897, reads as follows (reading); “Sugars not above number 
sixteen Dutch standard in color, tank bottoms, sirups of cane juice, melada, 
concentrated melada, concrete and concentrated molasses, testing by the polari- 
scope not above seventy-five degrees, ninety-five one-hundredths of one cent per 
pound, and for every additional degree shown by the polariscopic tost, thirty-five 
one-thousandths of one cent per pound additional, and fractions of a degree in 
proportion; and on sugar above number .sixteen Dutch standard in color, and on 
all sugar which has gone through a proces.s of refining, one cent and ninety-five 
one-hundredths of one cent per pound; molasses te.sting above forty degrees and 
not above fifty-six degrees, three cents per gallon; te.sting fifty-six degrees and 
above, six cents per gallon ; sugar drainings and sugar sweepings shall be subject 
to duty as mola.sses or sugar, as tlie case may be, according to polari.scopic test: 
Provided, that nothing herein I'ontained shall be so construed as to abrogate or 
in any manner impair dr affect the lu-ovisions of tlie treaty of commercial reciproc¬ 
ity concluded between the United States and the King of the Hawaiian Islands 
on tin; thirtieth day of January, eight(;en hundred and seventy-five, or the provi¬ 
sions of any act of Congre.ss heretofore passed for the execution of the .same." 
That is the whole of paragraph 209, .schedule E. 

(J. What would be the aufount of the duty on the ordinary raw sugar used hy 
refiners in their business? What degree of test do you ordinarily take as a basis 
of calculation ?—A. The sugar that is most commonly u.sed for refining purjioses 
I understand to be 94, 9.5, 9(1, and 97. Evidently 9(1 is (he best refining sugar. 
Now, the duty on that will la; 0.95 tor the first75 degrees; and O.OiiO multiplied by 
21, from 75 to 96, in addition to this (1.95, will make 1 ,(>85. 

Q. So that the tariff upon raw sugar of 96 degrees test is 1.685 (;ents?—A. Yes: 
1.685. 


AMOUNT OF REFINED SUGAR OBTAINED FROM A HUNDRED POUNDS OF RAW SUGAR. 

(^. How much sugar of that grade doe.s it regularly take to produce 100 pounds 
of refined sugar?—A. According to the data collected by the special commission 
of the Treasury Department in 1898 the average quantity of refined sugar pro¬ 
duced from 100 pounds of sugar testing 96 was 924 pounds. 

Q. Is that the regular figure that is officially employed by the Treasury Depart¬ 
ment?—A. Yes; in the computation of the particular rates of drawback on the 
refined sugar imported. 

Q. Have you figured out, or can you tell, us what the regidar tariff would lie on 
enough raw sugar to produce 100 pounds of refined granulated sugar?—A. I hav(! 
not made any such calculation, but it is ea.sily made from these figures here. 
(Witness produces paper.) Here is circular No. 183, of October 13, 1898, fixing 
the rates of drawback on sugar and sirup. The product of raw sugar of 96 
degrees is rated here at ,$1.79 cents per 100 pounds of refineil; that is, sugar refined 
from raw cane sugar. We have 2 columns, 1 for sugar refined from raw cane 
sugar and another for that refined from raw beet sugar. The rate on that refined 
from raw cane sugar, 96 degrees, is given at $1.79 per 100 pounds exported. 

[1808. Department Circular No. 183. Division of Customs.] 

DKAll'CJCK ON NirilAIt AND HIBUP. 

Treasury Department, Office op the Secretary, 

Washington, D. C., October 12,1SD8. 

To officers of the customs and others coneerned: 

On the exportation of sugar and sirup refined wholly from raw sugar imported 
under the act of July 34,1897, a drawback will be allowed eijual in amount to the 
duty paid on the sugar used in the manufacture, less 1 per cent of sudi duty. 
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SBOAE. 

1. When theexporte<l sugar is “hard refined,” commercially known as loaf, 
cut loaf, cube, granulated, crushed, or powdered, testing by the polariscope Ub.r) 
degree.s or above, and is refined wholly from otie grade of raw cane or beet sugar, 
used separately, the rate of drawback thereon for each 100 pounds exported, and 
the corresponding charge on the record of importation, for the kind of raw sugar 
identified, shall be as shown in the following schedule for each degree of polariza¬ 
tion, and for fractions of a degree in proportion: 

Schedule of raten for hard rejhied nugam. 

REFINED FROM RAW f:ANE SUGAR. 
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REFINED FROM RAW BEET SUGAR. 
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2. When sugar of one kind, but of different grades, is used in a “melt,” the 
quantity of eacli grade so used must bo shown in the drawback entry, and tin; 
drawback on hard refined shall be computed on the basis of the several percent¬ 
ages identified and the I’ate in'escribed for each gi'ade. 

;i. When cane and beet sugars are mixed in refining, the drawback entry must 
■show the (piantity of each kind and grade of sugar used in the manufacture, and 
in li(juidati(m of entries the drawback on hard refined, for the several i>erceutages 
of each kind and gi'ade of raw sugar used, shall be determined in the same manner 
as if the sugars iifentificd had been used separately. 

4. When duty has lieen levied and paid on imported sugar under the provisions 
of .section .I of the tariff act, such duty, computed on the basis of the amount 
“charged” in the foregoing schedule for each kind and gi'ade of raw sugar iden¬ 
tified, shall be used in determining the rate of drawback due on hard refined 
sugar, in addition to the duties otherwise imposed by the said act. 

5. When “ soft refined ” sugar is exported, the drawback thereon shall lie apjior- 
tioned to that on hard refined made from the same kind and grade of raw sugar, 
on the basis of its polarization and an assumed polarization of 100 degrees for 
hard refined. For determination of drawback, all refined sugars polarizing less 
than 99..5 degrees shall bo regarded as soft refined. 

8. The prdiminary entry must show the marks and numbers of the .shipping 
packages, with their average gross and net weights, and the kinds of refined 
sugar contained therein, descrihing the same, separately, by their commercial 
designations. 

7. The drawback entry must show the quantity and polari.scopio test of each 
kind of sugar exported, and samples shall be taken as ordered by the collector to 
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be submitted to the appraiser for verification of the declared test, but in no case 
shall the test used as the basis of allowance of drawback exceed such declared 
test. 

8. In tlie sampling and testing of exported refined sugars, the same general rule 
shall apply as in the case of imported refined sugars. The regulation round tin 
sample box shall be used for preserving the samples, which, in the case of soft 
refined sugar, mnst be finnly packed full, and the cover placed thenion at once. 

The sugars shall be sampled with a trier .specially provided for the purpose, and 
the sample .shall be dr^wn from the middle of the package. Such percentage! 
shall be taken as in the judgment of the sampling officer may be necessary to 
afford a fair representation of each kind of sugar in the shipment, and all samples 
must be sent promptly to the appraiser for report of test. 

SIRUP. 

9. The drawback on sirup shall be as follows: On sirup valued at .3 cents per 
gallon or less, cents per gallon; on sirup valued above 3 cents and not above 
14 cents per gallon, the drawback shall equal one-half the value of the sirup; on 
sirup valued above 14 cents per gallon, 7 cents per gallon. 

10. The values herein named aro the values “ in tank ” at the refinery, in condi¬ 
tion as thrown finally from the centrifiajal in the reynlar process of sugar manu¬ 
facture. When, after such process, the sirup has been passed through filters, or 
subjected to treatment, other than mixing m the vai!uum pan. whereby its char¬ 
acter and value have been enhanced, the fact must be shown in the drawback 
entry, and a deduction must be made therefor of 4 cents per gallon, in .addition 
to the usual deduction from the price “ free on bo.ard,’’ to find its value as a basis 
for determining the rate of drawback. When the sirup is (!xported in condition 
as thrown from the centrifugal, in the sense herein e.xplained, .such fact must b(! 
declared in the drawback entry. 

11. When the exported sirup has been produced by boiling wholly imported 
molasses for the purpose of extracting sugar therefrom, the drawback on such 
sirup per gallon shall (spial four-fifths of the duty paid per gallon on the imported 
molasses used, and the remaining duty sluill be applied as drawback on tlu! sugar 
product, when exported, on the ba.sis of the quantity of sugar extracted: Provided. 
That in no case shall allow'ance be made on a quantity of sirup in excess of .'id gal¬ 
lons for each 100 gallons of imported molasses Identified, and that when the sugar 
product, or any part thereof, is exportijd, the total (juantity of sugar produccid 
from the imported molasses identified must be declared in the drawback entry. 

13. To find the quantity to be charged on the re(!ord of importation when the 
e.xported sirup has been refined from raw sugar, divide the drawback allowed on 
the sirup by the duty paid iier pound on the raw sugar identified. 

13. Values declared in drawback entries, as herein provided, must be verified 
by the collector and quantities by United States weighers and gaugers prior to 
liquidation of entries. 

W. B. Howell, 

Assistant Secretary 

Q. Will you explain again just what that is yon aro giving?—A. That is the 
rate of drawback allowed on 100 pounds of exported refined sugar obtained from 
raw cane sugar testing 96 degrees. 

Q. Is the drawback supposed to be the full amount of the duty that is paid for 
bringing such sugar into toe country?—A. It is the full amount of the duty paid 
on sugar brought into the country and used in the production of refined sugar, 
less the proportion of duty re.served for the sirup. 

Q. Ves. Let us take up that afterwards. What is the duty upon enough sugar 
of 96 degi'ees centrifugal to manufacture 100 pounds of gi'anulated sugar? If I 
understand toe figures you have given, would not that be arrived at by adding to 
$1.68.5, which you said was the duty on 100 pounds, the duty on 7j pounds?—A. 
Yes; that is, take 10,000 and divide it by 0.92.5 and you get figures representing 
toe number of pounds of raw sugar used in refining. 

Q. Then toe duty is calculated on that? Now, can you give us those figures? 
I should like to find out, if iiossiblo, just what amount of raw sugar, in the opinion 
of the Treasury Department, is used to produce 100 pounds of refined.—A. 108.1 
pounds. 

Q. Then the duty upon that amount?—A. To find the duty on that number of 
pounds, 96 degrees, I multiply 108.1 by 1.68.5. 

Q. Yes?—A. 183.148. 

y. What was it?—A. 183.148. 
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Q. Then, what is the duty at present upon 100 pounds of refined granulated 
sugar?—A. The duty upon refined sugar imported? 

Q. Yes.—A. It is $1,925. 

THE PIFFERENTIAL DUTY ON REFINED SUOAR AND KATES OF DRAWBACK ON 
EXPORTED. 

Q. What is the difference between the duty on 100 jiounds of granulated sugar 
and upon the amount of raw sugar that it takes to manufacture that much refined ? 
Do you get that by subtracting?—A. That difi'erence was calculated at the time 
by the Senate committee at $1,825 per 100 pounds. 

Q. According to the figures you have just given, how much would it be?—A. 
1.82148. Very nearly 1.825, which would be the duty on refined sugar of 100 
degrees. 

(J. Yes.—A. Carry that, say, from 75 to 100 at the rate prescribed of O.Oiio to a 
degree, and it would make the duty on refined sugar testing 100, if such were 
imported, just 1.825. 

Q. That is the difference that you make also between the present duty on 
refined sugar and upon a sufficient amount of raw sugar to produce that?'—A. 
Very nearly. You see I make it 1.82148 instead of 1.825. 

Q. Ye.s.—A. It is very near. 

Q. How much then, according to your figuring, is the differential duty on 
refined sugar per 100 iionnds or per pound at the present time?—A. 125. 

Q. There is a differential duty in favor of the refined sugar.—A. Of 125. 

Q. Of 125; yes.—A. It is .supposed to be eipial to the duty which would have 
been paid on the whole quantity of raw sugar necessary to produce 100 pounds of 
refined sugar. 

Q. Will you repeat again what you have just said?—A. This differential duty 
is exactly equal to the duty which would have been paid on the ipiantity of raw 
sugar necessary to produce 100 pounds of refined. 

tj. Yes. Did yon not say that it took 108.1 pounds of iMKlegree test to make 
100 pounds of the refined sugar ?—A. Yes. 

Q. And what is the amount of the duty upon the 108.1 pounds of 90 test?—A. 
182.148. 

Q. And what is the duty uiion refined at present ?—A. 1925. 

(J. 1925. It is substantially equivalent to the other difference you make out. 
So you make the difference upon this amount substantially e<|uivalent to the 
other?—A. Wait a moment; pardon me. It is 195. I made a mistake in saying 
1925. It is 19.5. 

Q. 195; and then what will the differential be?—A. 12.8.52. 

(J. Does it not amount to this then that at the pre.sent time there is what we may 
fairly call a protective duty upon refined sugar?—A. Yes; of 12.852; and that. I 
understand, comes from the improved methods of refining which now yield more 
sugar from 9(1 than they obtained at the time when the schedule was enacted. 

Q. This present schedule was made in 1897, was it not?—A. The schedule of 
rates of drawback was made in October, 1898. 

(J. In October, 1898; and when was the law pa.ssed?—A. The law was passed 
July 24, 1897. 


THE EFFECT OF IMPROVED METHODS OF PRODUCTION. 


(}. So you think this differential in favor of refined sugar comes about by the 
improved methods of production that have been adopted since 1897 ?—A. Since 
1896, porhap.s, because the schedule of 1897 was, of course, based upon statistics 
collected the year before. 

Q. Was the proportion of 92i pounds of refined sugar to 100 pounds of raw 
•sugar settled umm by the Treasury Department in 1898?—A. Yes; in 1898. 

Q. What had the figures been before that time?—A. The figures before that 
time? 


Q. Instead of 92^ pounds, it was what?—A. Instead of dividing by- 

A' ,y”''CW’ipting) 92if—A. 92i; we divided by 92. 

qj. That was the only point ?—A. It showed that more, raw sugar was re<iuired 
PC'Jtxls of refined sugar than is now reipiired. 

.si- .yon think the present rate is more accurate than the former was; that is, 
that 92i IS more nearly accurate than 92 ?—A. I think both are exactly the same 
in accuracy. If they could produce 92 pounds then, the schedule then was accu- 
^ n produce 92J, the schedule of rates of drawback is also accurate. 

< 4 . Yes. Of course, it is expected that there will be regular improvement in 
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methods of prodnotion. When the law has been passed and the rate ha.s once 
been fixed, it is likely, if that law stands for 10 years, to be somewhat behind the 
times?—A. Most likely. 

(j. As the old law was. Now, is it not your opinion that before the law of 1897 
was passed it would have been more nearly accurate to have the basis of reckon¬ 
ing 99i instead of 99 ? That is, did not the change in tlio methods of production 
come before the change in the law ?—A. I believe it more safe to prevent the 
growth of that differential within a short time by making it a little less tlian accu¬ 
rate ; then in time it will become accurate. But whether it is wise legislation 
to provide tor possible fmprovements in manufacture I do not know, because it 
would then also be wise legislation to provide for i>os8ible unfavorable circum¬ 
stances. ■’ 

AMOUNT OF KKFINEI) SUGAR OBTAINED FROM A GIVEN AMOUNT OF RAW AGAIN 

CONSIDERED. 

Q. The reason I asked you the question in this form was that you were quoted 
at tlie time the act of 1897 was under discussion as saying that, in your judgment, 
it would have been somewhat more iw.curato, according to the conditions at that 
time, to have a.ssumed 93 as the product of 100 pounds of raw sugar instead of 92?— 
A. I recollect having been quoted that way. Not having had any ojiportunity of 
con-ecting the statement at the time, I dropped the matter. But I found among 
my papers a memorandum drafted by me, June 29, 1897. wherein I said: 

" In a statement jirinted in the Congre.ssional Record of the 2(;tli of June, 1897, 
reference is made to recent interviews with mo, in regard to the Treasury tables 
of sugar drawbacks, and 13 statements are attributed to me.” 

As these statements are deduced from informal couver.sations upon the subject, 
none of them are accurate, and some are misleading, as shown liy the following 
notes: 

I am reported as having said; 

“ Nos. 2 to .5: That 8 refinere submitted statements to the committee, and that 
the tables were constructed by taking an average of these H statements.” 

Note. —I said that the basic proportion of 92 jionnds refinial to 191) iioumls raw 
sugar testing 96 degrees was verified by the average of the statements. 

“ No. 7: That the statement containing over 94 pounds came from Cunningham, 
of Texas.” 

Note. —I .stated that a Te.xas refinery, whoso name I did not riicollect, which 
reported a yield somewhere near 94 iiounds, n.ses Louisiana sugars, which are 
known to give better results in refining than imported sugars. 

“No. 8; Tliat I never believed the refiners’ statements and that I alw’ays 
estimated 93 to 93| pounds of hard refined could bo made from 100 pounds of 
96-degree sugar.” 

Note. —I .said that I would have prefeiTed 93 pounds to 100, as a safer basis. 

Q. When you say “ as a safer basis,” what do you have in mind—a safer basis 
for the Treasury Department?—A. &ifer for the Treasury Department; .safer 
against over allowances. [Reading.] 

"No. 11: That though their (the refiners') statements were made under oath, 
I would not believe them.” 

Note. —I said (in reply to a remark of the interviewer) that “when refiners’ 
statements are made under oath I have, to believe them, unless I am prepared to 
prove jierjury.” 

A man claiming to be a lawyer, as I do, should not say that ho would not 
believe any man’s statement under oath. When asked. If the parties are interested 
do you take their statements? I say, when they are under oath and I am not iire- 
pared to prove perjury, of course I have to take them. 

Q. Now, before the law of 1897 was enacted, you said you would have preferred, 
as the safer basis, to take 93 pounds instead of 92?—A. Yes. 

Q. At the present time the Treasury is taking 921 pounds for a basis ?—A. Yes. 
Q. I suppose that you would say that you woidd now con.sider it safer to take 
93, or possibly 93j, on account of the improved methods of production?—A. That 
is, for the purpose of preventing an overallowance in some special cases; but the 
rates were based on averages, wliich is safe enough, and I myself signed the com¬ 
mittee reiMirt in 1896 because I thought it safe enough. Personally, I might have 
preferred a different way of getting the result, but as a member of the committee 
I could have no objection to the average rate of 92, which was safe enough. It 
proves now it was safe enough. We have advanced ouly’one-half pound in two 
years. 

Q. Then, at the present time, with the changes we have made, you think that 
a basis of 92^ is certainly favorable enough to the refiners?—A. Yes. 
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Q. And that probably no injustice would bo done them now it a somewhat 
higher rate were taken, say 93; hut, of course, one has to bo sure to he fair to 
them. Isthatyouridea?—A. Yes. 

Q. You think that in a great many ca8e.s no injustice would he done if vou 
shoiild adopt a baas as high as 9:i, or possibly 93J ?—A. I can not tell what re.sult 3 
might DG rGiichod by cGrtaiii new combinations of degrees of raw sugar. You see 
the refiners use difftu’ent combinations and are always experimenting upon the 
best results to be obtained from the various mixtures; but that is a very compli¬ 
cated calculation, which the Treasury Department can not make. 

., V*’also depends upon the raw sugar 

liselt, It having been foimd that raw sugar from different places i.s likely to give 
somewhat different re,suits?—A. E.'cactly. ^ ^ 

O. Sometimes they may get as low as 90 pounds of refined to 100 pounds of raw 
and sometimes possibly as high as 94 or 9,5?—A. I do not know about 9,') • that is a 
little too high; but 94 is pos.sil)le with certain sugars. The Loiiisiuiia raw sugars 
give better results in refining than any others. 

Q. that from an especially good grade of raw sugar yon may get as hijih as 
94?—A. Yes. 

Q. And this 9S1 is suiiivised to bo a fair average?—A. A fair average. 

Q. Did you say that Louisiana sugars are, on the whole, the best the refiners 
use ?—A. It IS so reported. 

Q. Can you give us any information with reference to the quality of sugars that 
come trom other places. Which is the next best ?—A. No; t can not give vou any 
luformation on that point, because this Louisiana .sugar was simply brought to 
my attention by Senator Caffory. In connection with niv duties it has not been 
neces^ry to imiuire into the different grades of sugars from different places. 

(J. Do you know-anything with reference to the comparative quality of the 
.sugars that come from Cuba and the Hawaiian Islands?—A. I do not; I can not 
tell you. 

’'‘'''I*: h) what wo were speaking about a moment ago, the special 
point that I wislUo he pm-fectly certain about is this, that in the present admin- 
istiation ot tlai Department, according to your figuring, there is a differential 

ot'\V"-^13nnste-id ^ instead 

THE DUTY ON SUOAR NOT I.N.Jl-ltIOl;S TO I'ONSUMEIIS. 

„ 9' the opinion, of course, of a good many people that our sugar refiners do 

If' 'ngh a duty as that In the opinion of some, on account of the advan- 
'ti * ‘'Onibination in manufacture they need no differential 

duty. Have j^n any .suggestion to make .as to any lav? that might he passed to 
?bonlfl*tl 'Inty in case the Pre.sidentOr any one elL 

abused ^ * ***'^* 'Inty in itself can not be 

w'n"''”''' Jiitin more fully.—A. I can not see how it could bo abused. 

+t.9; '>y I ^‘‘y fiat some people think 

simir iOf T’ask^v“ ’’'‘O’*'™ injurious to the consumers of 

sugar and I ask yon whether you have any suggestions to make.—A. No; I have 

not. I do not believe that it is iigimoiis; that is not my belief. I think it is not 

t hf Ttoi teliO'to/ thatoinder that very slight protection the refining interests 

tliJI-i • * Ifowing and that the success of the refiners in 

omOf IE pnblic-of the sugar consumer. I am 

tlam 00 lOf nniisumers ot sugar in the United States. I use more sugar 
well fW 90 ‘''TO '-“i^nniptioii of the United States. I know very 
Now I mv 9’ cents a pound for refined snga?^ 

SuLrO r in'^ T “nw,aiid have double the quantity to 

consume, so I do not .sec that a differential has done any wrong to the public. ^ 

TRUSTH OH (JOMBIXATIONS MAY BR INJURIOUS. 

ortodui,^:i00ihiSlr'J0^£L!O“^^^ 


they att^mut small manufacturers by underselling their goods, 

hand aad on thn’^OO “wf* monopolized products on the one 

reduce the cost rvf crush the workingmen employed by them in order to 

Q Yf,„ _ 'j,' production. Then they may become public enemies. 

tUOTwealth P’'®''®"^ ®’’ P'lnish such a possible crime against the Com- 

’ 18 a puzzling and troublesome question. In saying this, of course I 
oijA' "—4 < 
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speak of something with which I have no oflScial connection; we do not know 
anything in the Department about tnists and combinations. 

Q. Of course not.—A. I speak as a citizen of the United States who reads the 
papers and tries to understand them. It is possible that a combination of manu¬ 
facturers may become a menace to the Commonwealth, but how to prevent it 
and how to ijunish it is a puzzling question; and the newspapers,.notwithstanding 
the OTeat ability of our newspaper men, have not yet satisfactorily solved that 
problem. One way suggested is by legislation by the different States; another 
way is by legislation of the United States. Having liad much to do with tariffs, it 
naturally suggested itsdlf to my mind that tariff legislation might in some way 
be an instrument for preventing the abuse of combination; and in anticipation 
of coming before the commis.sion I drafted a little bill, not as a perfect meas¬ 
ure but as a suggestion, that might be of some use later. I will read it. 

Q. Yes; I shall be obliged if you will read it.—A. (Reading): 

A BILL. 

To provide for the reduction of import duties in certain cases on articlo.s, the manufacture of 
which Is controlh'd by ctnnbinutkm of mamiftufturors. 

Be it enacted l>y the Senate and House of Representatives of the United States of 
America in Coiujress assembed. That whenever the President of the United States 
shall be satisfied that the manufacture of any article subject to import duty 
under the law then in force is monopolized, and the price thereof to the consumer 
is controlled by a combination of manufacturers of the same, and that such com¬ 
bination results in the lowering of the wages of its operatives and an inflation 
of the price beyond a rea.sonable profit over the cost of production, he shall pro¬ 
vide by proclamation for the reduction, during a specific period, not exceeding .'5 
years, of the duties imposed on such article by such law to the extent of not less 
than 5 per centum nor more than 30 per centum thereof, and thereafter the duty 
which shall be collected by the United States upon the article designated in such 
proclamation shall bo the duty so reduced, 

Q. If I understand the puriiort of your bill, applied to the sugar combination, 
it would amount to this: Tlrnt if. in his judgment, the President of the United 
States thought the sugar combination injurious to the consmners of sugar through¬ 
out the country, it would be within his discretion to reduce the tariff on refined 
sugar to the extent of 30 per cent for 5 years?—A, Yes. 

Q. (By Senator Mali.oky.) I notice that you make both of the.se conditions 
necftssary, viz, an increase in the price of the article and a decrease.of wages. 
Do you think it would be dangerous if it gave him the power to issue such proc¬ 
lamation on the existence of one condition, an increa.se of the price, for instance, 
or a decrease in wages. Either of them by itself is an evil. Is not an increase 
of the price to the liublic an evil of considerable imixjrtance in itself?—A It is 
not an evil if it is comparatively slight. Snppo.se they sell sugar now at 5 cents 
and to-morrow find a way of producing it at a cost of 4 cents and continue to sell 
at 6, the consumer is not unfavorably affected. 

Q. No; that is not the question.—A. Their income is greater and they derive it 
from a legitimate source—from an improvement in manufacture. Why should 
we punish them ? 

Q. Would that be an increase of price ?—A. It would be. 

Q. Would that not be simply allowing the price to remain at what it was 
before?—A. But it would be a price above the cost of manufacture. 

Q. Oh, yes.—^A. If they reduce the cost of manufacture by introducing machin¬ 
ery or some now methods, there is no reason why they should not reap the bene¬ 
fit of it BO long as the public pays the same price; but if they reduce the cost of 
manufacture at the expen.se of the operatives, then the law would intervene. The 
public might not lose anything, but the operatives would, and in that case the law 
would intervene and open a free—a comparatively free—market to importation, 
and naturally reduce prices and bring them to temis. 

Q. Well, as I understand your bill, a combination wight reduce wages 90 per 
cent, but still the President could not issue such a proclamation unless they mso 
increased the price. Now, if the production of sugar is in the hands of a combi¬ 
nation, and if they are s<}lling at .I cents to-day and to-morrow raise the price to 7 
cents all over the United States, would not that in itself be suffloiont reason for 
the President to issue his proclamation without any reference to a reduction of 
wages?—A. It would, and therefore I suggest the word “ or ” instead. 

Q. (By Mr. Jenks.) Instead of the word “ and,” before tHe words “an inflation,” 
you would put the word “ or ? A. Yes. 
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Q. So it would read (reading) “ and that such combination results in the lower¬ 
ing of the wages of its operatives, or an inflation of the price beyond a reasonable 
profit over the cost of production,” etc.—A. Yes. This is a somewhat socialistic 
standpoint, but our minds can not help the influences of socialistic ideas falling in 
the way. We want to protect the operatives. 

THE SUBJECT OF nRAWBAOKS EXPLAINED. 

Q. (By Mr. JENKS.) Will you explain to us the drawback on sugars and sirups 
exportedf—A. The tables here submitted will give you the exact figures of the 
rates of drawback. All I can explain to yon now is the general method of doing 
this.' 

Q. That is what we wish.—A. The committee investigating the proper rates 
of drawback to bo allowed on sugar and sirups exian-ted first of all ascertained 
the number of pounds of sugar of a certain degree necessary to produce a hun¬ 
dred pounds of refined sugar. At the same time they as(-evtained how much sirup 
would result from the operation of producing a hundred pounds of refined sugar 
from the re<|uired quautity of raw sugar of a c(!rtain degi-ee. Having found how 
much raw sugar it took to make a hundred pounds of refined and the amount of 
simp resulting from the operation, they took the duty <iu the number of jioundsof 
raw sugar found to be necessary and apportioned it botw-een the refined sugar 
and the sirup according to the (luantities and the market prices. It may f)e rea- 
somsl in this way: If a pound of refined sugar is worth 4 cents and a gallon of 
sirup () cents, they will find what part of the value of the imijorted material is 
contained in the sugar aud what part in the simp and divide the total amount 
of drawback due, or duty dne as drawback, between the sirup and the sugar in 
proportion to the values of imported material found to be contained in the prod¬ 
uct. It is a double proportion and complicab'd, but it is only arithmetical; and 
in this way they constructed these tables. Under the former tariff, the duty being 
ad valorem, the whole drawback w'as figured on the nuudicr of pounds of raw 
sug.ar used, aud the nunil)er of pounds was calculated in accordance with the 
prini'iple I have just explained, of di.stributing the duty between the sugar and 
the sirup in proportion to the values of the materials found therein. These tables 
will therefore show you that on sugar UO' test the duty of 107.47 pounds was attrib- 
nteil to the refined sugar. Under the present ratio, the duty being specific, the 
drawliack has been calculated in dollars and cents, but the system of distributing 
the drawback between tlie sugar and the sirup has been the same. Now here you 
will find a column entitled dharge record of importation for each 100 pounds 
exported.” Now for each 100 pounds of refined sugar made from 96’ test the 
ch,argHto the record of importation is 134 pounds. That covers all the .sugar used 
in refining and all the sugar whichgoes into the sirup, and the figure is very ample 
in order to iirevent reference to importations that have been exhausted by export¬ 
ing. One hundred and twenty-four pounds is a very high figure, but inasmuch 
as the present committee, or the latest committee on the drawbacks, found it nec¬ 
essary to get the average drawback on sirup, instead of so much per pound on 
the sugar contained in the sirup, they found it possible to make the average here. 
The drawback on sirup is as follows: “ On sirup valued at 3 cents per gallon or 
less, the drawback shall be 1.) cents per gallon; on sirup valued at :i cents and not 
above 14 cents per gallon, the drawback shall be one-half the value of the sirup; 
on simp valued above 14 cents per gallon, the drawback shall be 7 cents per 
gallon.” They made very elaborate calculations sbowiug that these averages 
exactly meet the postulates of the system of disti-ibuting the duty between refined 
sugar and sirup. On reading the very elaborate report there was no doubt in 
my mind that it was correct. 

tj. The information was, I suppose, largely gathered at the refineries ?—A. Yes. 
They went to the refineries and examined the lHx>ks and had statements made to 
them; the refineries opened their books to the investigation of the committee 
freely, and there was no secret about it. 


COUNTERVAILING DUTIES EXPLAINED. 

9- Will you also explain for ns the subject of countervailing duties?—A. Yes. 
It IS one of the most delicate and difficult duties imposed upon the Secretary 
of the Treasury by the existing law. 


* See Circular No. 183, p. 44. 
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[18iW. Dkpaktmicnt CiucuLAit N<». IW. Division of On.Htoma.] 

AmiTlONM. iniTIh'S oy >IU(^AIi IMPORTED FROM, OR THE PRODUCT 0h\ COUNTRIES 
PAYiNC BOUNTIES ON THE EXPORT THEREOF. 

Treasury Depahtjient, 

Office of the Secretary, 
Washington, D. C., December IS, ItthS. 

To Officers of the Customs and others concerned; 

Section 5 of tlie act of July 34, 1897, provides as follows; 

That whenever any country, deiiendency, or colony shall pay gr bestow, directly 
or indirectly, any bounty or grant upon the (exportation of any article or nierchan- 
^so from such country, dependency, or colony, and such articele or merchandise 
is dutiable under the provisions of this .act, then upon the importation of any such 
article or merchandise into the United States, whether the same shall be imported 
(brectly from the countiy of iiroduction or otherwi.s(', and whether such article or 
merchandise is imported in the same condition as when (exported from the country 
of production or has been changed in condition by remanufacture or otherwise, 
there shall be levied and paid, in all such cases, in addition to the duties otherwise 
imp().sed by this act, an additional duty equal to the net amount of such bounty 
or giiint, however the same be i)aid or bestowed. The net amount of all such 
bounties or grants shall be from time to time ascertained, determined, and declared 
by the Secretary of the Tn'asury, who .shall make all needful regulations for the 
identification of such articles and morchandis(; and for the assessinent and collec¬ 
tion of such additional duties. 

In pursuance of these provisions, the following amounts of bounties respec¬ 
tively paid or bestowed, directly or indiix'ctly, on the export of sugars by file 
countries hereinafter nam(>d. are hendiy declared for the a.sse.ssment of additional 
duties on sugars imported from, or the lu'oduct of, such countries or their depend¬ 
encies, viz: 


ARGENTINE REPUBLIC. 

On sugars produced in the country since .I.'inuary 3(), l.8!)T, and exported with 
benefit of drawback, C centavos per kilogram. 

AUSTRIA-HUNGARY. 

On sugar under 9:t per cent and at least 88 per cent polarization, 1.97 florins per 
100 kilograms. 

On sugar under 994 per cent and at least 99 jicr cent polarization, 1.4(1 florins 
per 100 kilograms. 

On sugar at least 991 per cent polarization, 3.10 florins pin- 100 kilograms. 

I)EN,MAUK. 

On refined sugar juoduced wholly from beets grown in Denmark, 1.13 crowns 
per 100 kilograms. 

FR.ANCE. 

Raw sugars of the standard of 6.7 to 98 per cent for beet-root sugars, or of OS to 
97 per cent for French colonial sugar per 100 kilograms of refined sugar, 100 per 
cent, 10.83 francs. 

Sugar candies calculated at their legal equivalent, per 100 kilograms, effective 
weight, ll..il francs. 

Refined sugars in loaf or crushed, clear, hard, and dry, 'per 100 kilograms, 
eflfective weight, 11..71 francs. 

Raw and refined sugars, in grains or crystals of a minimum standard of 98 per 
cent, 11.17 francs. 

output of refined sugar from raw is calculated by deducting from the polar¬ 
ization of the raw sugar twice the glucose, four times the ashes, and I 4 per cent 
for loss in refining. 

GERMANY. 

On raw sugar at least 90 per cent polarization, and on refined sugar under 98 
per cent and at least 90 per cent, 3.50 marks per 100 kilograms. 
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On candy and sugar in white, hard loaves, blocks, crystals, etc., at least 99} per 
cent, 3.5.5 marks per 100 kilograms. 

3. On all other sugar at least 98 i)er cent, 3 marks per 100 kilograms. 

TI(K NETIIEKLA,«JDS. 

On raw sugar produced in the country from beets, and testing leas than 98 per 
cent, 2.38,54 florins per 100 kilograms of hard refined (100 per cent). 

On raw beet sugars te.sting 98 per cent or above, three-fourths of said Isrunty, 
viz, 1.76.53 florins per 100 kilograms of hard refined. 

On refined beet-root sugars, 0.2948 florin per 100 kilograms of hard refined (100 
per cent) in addition to the above bounties. 

On refined sugar from other materials than lieet-root raw sugar produced in the 
country, 0.3946 florin per 100 kilograms of hard refined. 

The output of refined sugar from raw is computed by deducting from the polar¬ 
ization of the raw sugar twic<! the glucose, four times the ashes, ami li per cent 
for loss in refining. 


nussiA. 

On sugar testing not le.ss than 99 per cent per jxjod (36.113 pounds avoirduiKus), 
0.50 rouble. One rouble eciuals 51.1 cents. 

On sugar testing not less than 88 per cent per pood, 0.44 rouble. 

On .sugar testing not less th,an 75 per cent per pood, 0.38 rouble. 

Every invoice of sugar must be accompanied by a certificate of the United 
States consular officer at tin; port of shipment to the United States, naming place 
and country where the merchandise was produced, and, in the case of refined 
sugar, naming also the country of production of the raw sugar, molasses, or sirup 
used in thu refining. 

The Ihpiidation of entries of sugar not acconuxanicd by such certificates .shall 
be suspended, and the estimated duties shall include an amount sufficient to cover 
the additional duty to which such sugar may be apparently liable. 

The conversion of the .several foreign currencies mentioned above into United 
States money will be governed by the provisions of section 35 of the act of 
August 38,1894. 

The question as to the net amounts of the bounties indirectly bestowed by the 
Grovernment of Belgium on exported .sugars is under I'onsideration. Pending the 
ascertainment and determination of .said amounts, entries of sugars imported 
from, oi’ the ]iroduct of, that country will be subject to the provisions of circular 
No. 174, of October 19, 1897 (synopsis 18481). 

L. ,1. Gage, 

Secretary. 

When yi>u consider that the (countries paying export bounties on sugar have 
been trying for years to conceal from each other and from the world at large the 
ways in which such bounties are bestowed, and when you consider that the legis¬ 
latures of the different countries have used their own languages in legislating upiui 
that matter, you may conbeive in a slight degree, at least, what the difficulties 
which confronted the Secretary of the Trea.sury in ascertaining these facts must 
have been. .Some of the foreign countries have re(amtly, comparatively recently, 
concluded th.it there is no use concealing, .and in addition to the concealed bounty 
have given straight bountieson exports. Germany, Austria-Hungary, and France 
have done so. The concealed bounties most levied were the result of the taxation 
of sugai-s, on the basis of production, from beet roots, which was less than the 
actual production. Now, for instance, if the product of 106 pounds of beets is 7 
pounds, the tax will bo levied on 6 pounds, and 1 pound will go free. When the 
sugar is exported the whole of the tax is remitted. You say, Where is your 
bounty V We levy a tax on 6 pounds of sugar consumed In.'re, and remit the tax 
on 6 pounds. But where is the other pound ? That pound was not exiMjrtcd; it 
was more profitable to the producer of sugar to sell free sugar at home at the 
price of the taxed sugar and to export the taxed sugar with a remission of the tax. 
4hey did that in Belgium, in France, in Germany, in Austria-Hungary, and, I am 
t“6y, in my old country, Russia. I felt a little delicate .about showing up 
that concealed bounty in Russia because my former liege and .sovereign might 
tmvo taken exceptions to .such action, and so I washed my hands of the whole 
thing. I submitted the case to the Assistant Secretary, and stated to him that I 
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might be suspected of undue partiality toward my old country. I said, “ There 
are the facts; you decide for yourself.” He decided there was a bounty. 

Q. You gave him the facts in detail ?—A. Yes; he said there was a bounty, and 
so we proclaimed it; and there it is, and a big one, too. In Russia all sugar testing 
less than 99 per cent is .o of a rouble per po(sl; that is, in Russian, pood. That, 
however, is the unit we had in Russia, equal to 109.130 pounds of sugar. Testing 
not less than 99 per cent, this corresponds to about cents—3.1 cents on 0 pounds; 
that is a very big bounty. The official correspondence of the Secretary of State 
shows that tile Russian Government denies the existence of any bounty. These 
figures were reached by the Assistant Secretary by taking the difference between 
the cost of production and the price; for exportation. The price for exportation 
was. by these figures, lower than the cost of the production. 

Q. Were you able to find out the cost of production there then?—A. Yes, the 
cost of production is generally so much per pood. 

Q. How much is it per pound?—A. It was about 3 roubles, or 21 roubles, per 
pood. 

Q. Can you give us the cost of production in English fi^ires ?—A. I am sorry, 
but I can not—I can not do it; I will not undertake to figure from memory; I 
have a very poor memory for figures. 

Q. Then you were able to find that Russia also gave an export bounty?—A. I 
was not. 

Q. You were able to get the figures for the Department?—A. I was unable. 

Q. Then the Department was able to find it?—A. Yes, the De{)artment was 
able to find it, but I was not. 

Q. Then these contiu'vailing duties are simply additional duties impo.sed here 
to oven or balance export bounties jeiid by foreign countries ?—A. Yes; they ))laoe 
sugars imported from countries not paying bounties on the same basis as countries 
that pay export bounties. 

Q. So as far as the question of protection on sug.ar is concerned, do the coun¬ 
tervailing duties have anything to do with it ?—A. They have nothing to do with 
it; there is really no protection in that. 

Q. Have you anything further to bring out with reference to these counter¬ 
vailing duties?—A. I might say that the bounties we have spoken of were deter¬ 
mined and proclaimed after a very careful and minute investigation in most 
cases and after conferences with the representatives of the country affected. The 
representatives all came to see this Secretary and pleaded their side. 

TREATIES AFFKCTINd IMHOKTATIO.V OF .SUtlAK. 

Q. Are there any reciprocity treaties that affect the tax on imported raw 
sugar?—A. Ido not know of any reciprocity treaty e.xcept the Hawaiian. 

Q. What are the conditions at present with refenuice to the importation of 
sugar from the Hawaiian Islands?—A. I do not know that the accession has as 
yet changed the conditions; we are waiting for further action by Congress. 

Q. Will you tell us just what the conditions were in order that we may get it 
on record?—A. I thought the Hawaiian treaty was appended to this new tariff, 
but I see it is not. We used to have it appended to the publication. 

Q. Will you state what it is, so that we c.an get it on record?—A. I will read 
yon the section of the tariff act which applies to the Hawaiian treaty. I have 
not the provisions of the treaty. 

Q. Will you read again that part of tho section that you read before ?—A. Yes. 
Paragraph 209, Schedule E, tariff act, .July 21,1.397, reads as follows: 

“Sugars notalKive number sixteen Dutch standard in color, tank bottoms, 
sirups of cane .iuice, melada, concentrated melada, concrete and concentrated 
molasses, testing by the pohariscope not above seventy-five degi'ees, ninety-five 
one-hundredths of one cent per pound, and for every additional degree shown bji 
the polariscopio teat, thirty-five one thousandths of one cent per pound addi¬ 
tional, and fractions of a degree in proportion; and on sugar above number six¬ 
teen Dutch standard in color, and on all sugar which has gone through a process 
of refining, one cent and ninety-five one-hundredths of one cent per pound; 
molasses testing above forty degrees and not above fifty-six degi'ees, three cents 
per gallon; testing fifty-six degrees and above, .six cents per gallon; sugar drain¬ 
ings and sugar sweepings shall be subject to duty as molasses or sugar, as the 
case may be, according to iiolariscopic test: Provided, That nothing herein con¬ 
tained shall be so construed as to abrogate or in any manner impair or affect the 
provisions of the treaty of commercial recipnxiity concluded between tho United 
States and the King of the Hawaiian Islands on the thirtieth day of January, 
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eighteen hundred and seventy-five, or the provisions of any act of Congress 
heretofore passed for tlie execution of the same.” 

Q. So that provision still remains in force?—A. Yes. 

AFFIDAVIT. 

WA,SHINaTON, D. C. 

I swear that the statements made by me of my own Iniowledge in the foregoing 
report of my testimony before the Industrial Commission are true, and that all 
other statements I believe to be true. 

S. N. Buynitsky. 

Sworn and subscribed before me this 12th day of September, 1899. 

[SEAL.] Jas. N. Fitzpatrick, 

Notary Public. 


Washington, D. C., June IS, isni), 

TESTIMONY OF MR. G. WALDO SMITH, 

Preeidciil of the Wholcmle Grocci-f:’ jl.ieocinliou of New York City. 

The comniission met on Monday, .Tune 12, 1899, at 2 p. m., Vice-Chairman 
Phillips presiding. Mr. (1. Waldo Smith, of New York City, president of the 
Whole.sale Grocers’ Association of New York City, being first duly sworn, te.sti- 
fied as follows; 

Q. (By Mr. Jknks). Will you kindly state your full name and address to the 
stenographers ?—A. G. Waldo Smith. My present addre.ss is College Point, Long 
Ishand, N. Y. 

Q. What is your business V—A. Wholesale gr(x;er. 


onOANIZiVTION AND OICJEOT OF THE WHOLESALE oltoCF.RS' ASSOCIATION. 

Q. You are .also connected, I believe, with the Wholesale Grocers’ Associa¬ 
tion?—A. Yes. 

Q. In what capacity ?—A. As president. 

Cj. You will tell us briefly what the nature of this Whole.salo Grocers’ Associa¬ 
tion i.s?—A. It was formed 11 ye.ars ago, to improve the condition of the trade in 
all ways possibhc It is a voluntary association ; not incoporated. That was the 
simple purpose—to improve the condition of the trade. 

tj. In what different ways has it gone to work to do that ?—A. First by putting 
a limit on soiiiii goods that were sold at cost, such as sugar. Royal baking powder, 
and bakers’ goods—that is to say, they were sold at net cost. They were about 
one-third of the aggregate of the business, .and bankruptcy stared us in the face. 
We would buy .$1,0(X) worth of sugar and could not get $1,000 and 1 cent for it. 
We finally agreed that we would buy sugar and sell it at a quarter of a cent a 
pound advance. That lasted for a year and a quarter. 

Q. About what time was this an-angement made?—A. About 10 years ago last 
October. 

Q. Was this arrangement made by the officers of the Wholesale Grocers’ Asso¬ 
ciation?—A. No; it was made at a meeting of the whole association. 

(J. Was it a formal agreement, put in writing?—A. No; I do not think it was. 
Wo agreed to it in the org.anization infonnally and iiassed a resolution verbally. 
Notice was then sent out to those who were not there, stating what wo had done. 

tj. Please go on.-—A. We maintained that price for a year and a quarter. Then 
a new house came in and cut the iirice and reduced the profit to one-eighth of a 
cent a pound. 

Q. What house was that?—A. Todd & Co., a very small house. That went on 
tor (i or 8 months, and they began to cut the ^uice and paid no attention to that 
agreement, so that wo were reduced to the original status of handling goods for 
nothing. That was the end of that arrangement. Then we passed a resolution 
uiat we would never limit the jirice again ourselves. We could not maintain it. 
^ “Widredth man made the price and the 99 men had to consent. 

y. Has the Wholesale Grocers’ Associ.ation had any other arrangement with 
reference to the sale of sugar ?—A. Not as an association. 
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THE FACTOlt SYSTEM. 

Q. “What have your arrangements been since ?—A. Some of us then went to the 
remiers. There wa.s practically only one refinery at that time—the American 
Sugar Refining Company. 

Q. You say that there was practically only one refinery at that time?—A. Prac¬ 
tically only one, and we asked them w’hat they could do to help its. 

Q. One moment, please. Yon say that there was practically only one at that 
time?—A. The Revere at Bo.ston wa.s the only other 07ie I knew of. There was 
nothing in New York or Philadelphia, but since tlum they have been coming in. 
Mollenhauer came afterwards and cpiite a number of others. 

Q. And since then have come the Arbuckles and (juite a numbgr of others?—A. 
Yes; they all came in afterwards. 

Q. Very well. Will you plea.se tell us what arrangements you made with the 
American Sugar Refining Company?—A. We a.sked them to adopt certain defi¬ 
nite fixed terms of sale. 

Q. Yon said that a number of yon went to them to make that arrangement. 
Was it the Wholesale G-rocers' AsscKuation, or did a immber of you go to them as 
individuals?—A. Oh, we went as individuals. They came fnun Boston, Provi¬ 
dence, and Newark, different ones at different times. 

Q. This was, of corirse, done by consultation and arrangement among your¬ 
selves?—A. Yes. 

Q. About what proportion of the Wholesale Grocers' Association were repre¬ 
sented by this meeting or by this committ(7e that asked the American Sugar Refin¬ 
ing Company to make such an arrangement?—A. Perhaps I had better tell the 
story. I will get at it ((uicker. 

Q. Very well.—A. We—that is, Mr. Thurber, who ha.s since gone out of busi¬ 
ness, Mr. Leggett, Mr. Nudiols, Mr. Seaver, of Boston, Mr. Howard S])ur, of Bos¬ 
ton, and others who,se names I do not recall, and myself—went to Mr. Havemeyer 
and Mr. Searles and asked if some way could not be invented by whiidi we could 
get a profit on sugar. We were closeted with them discmssing the matter for six 
afternoons, and it was settled as a result of our talk tliat they would bill us sugar 
at 5/f cents and that if we maintained the price atA cents, say, for months, 
they, at the end of that tinu‘, would givi' us a rtd)ate of 18| cents a hundred. This 
was to be uniform to all buyers, wholesale and retail, manufacturers, and (!very- 
body. It was simply the terms by whkdi they would sell their sugar. 

Q. They would sell at the same price to everybody'?—A. Yes; everyon(‘ the same. 

Q. Regardle.ss of whetlnu' or not they were repn'seilti’d by you'?—A. No; it was 
no concern to us at all. It was to cover New York iis far !is Poughkeepsie, New 
England, and New Jersey. 

Q. How about the grocers who were beyond these limits?—A. They came in 
afterwards. They saw we had a good thing and askisl for the same thing. 

Q. Will you go further, telling us tlie nature of the agreement, if there, was 
anything further?—A. There was never any Jigreement. They simply .said to us; 
“If you will prove to ns that you want it, why, we may cousider the matter.'’ 
And we proved to them by getting all the grocers of that entire territory of New 
England and New Y'ork, as 1 have said, and a portion of New Jersey, all e.xcept 
three, to sign a petition that they would adoj)! the system. 

Q. That was considerably over hO per cent, probably about 9!) per cent'?—A. 
Ninety-five per cent was their ultimatum, and we got practically the whole. There 
were only 3 of them who did not sign, and they were in Europe, and no one was 
authorized to sign for them. It was practically unanimous. 

Q. Will you please tell again clearly what th(i nature of the tenns of sale vfas 
to be'?—A. In place of granulated sugar being .sold and billed at,") cents, they would 
biU the sugar at ."ift and we would pay .54, and on condition that W(! sold at no 
less than that they, at the end of 3 months, would give us a rebate amounting to 
18i cents a hundred pounds. 

y. 'When were you to pay for this sugar?—A. We were to pay for it in 7 days. 
We could get 30 days, but we could get one off for cash in 7 days. 

Q. Thirty days was the time'?—A. Yes. 

Q. And you got one off for cash in 7 days?—A. Yes. 

Q. How long did that custom or plan last ?—A. It has lasted practically until 
the present time, although there is no enforcement f)t it in any way. The whole¬ 
sale grocers simply buy at a certain price, and if they sell at less they get what 
they are paid and do not get this rebate. 

In case a person was not willing to abide by it, and did not maintain the 
price, what would be the penalty ?—A. The inmalty would bd tlu! loss of the rebate 
at that time, but for 4 or 5 years there has not been any penalty. 

Q. At that time it would W the loss of this rebate of ISi cents'?—A, A Mmdred 
pounds; yes. 
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Q. At this time you say you are selling sugar under substantially the .same 
terms?—A. Yes; Out it is now purely voluntary,because, on account of the com¬ 
petition between the refineries, they can not enforce anything. 

Q. How long has the comiietition between the refineries exi.sted ?—A. I should 
say since last August; perhaps a little later; along in September Doscher and 
Arbuckle came in. The Doscher concern is known as the New York Company. 

Q. Since last August or September ?—A. I should say about August or S<‘p- 
tember. 

Q. Do you recollect about what time the Doscher and Arbuckle refineries weri! 
built and put in operation ?—A. About that time. I was in their offices occasion¬ 
ally, but I can not fix the exact date. I know it was last summer, for, living on 
Long Island. I was pas.sing by their factories on the ferryboat. 

Q. As soon as their refinerii's came into full operation did the price (jf sugar 
begin to drop?—A. The margin between Wi degrees centrifugal and granulated 
began to get closer. 

Q. About what was the margin betweecn 9(1 degrees centrifugal and granulated 

3 years ago?—A. I should say about seven-eighths of a cent,although my knowl¬ 
edge is not definite. I do not know ; I do not look at the pric;es <do.so emiugh. 

ti. V(!ry soon after these sugars began to get on the market this margin began 
to lessen?—A. Yes. 

Q. Do you know on which side the cut in price came first?—A. Oh, on the 
Arbuckle and New York. 

Q. And they were followiid by the Ameriiwi. but they started first?—A. They 
are usually one-sixteenth below. 

Q. Below the American Sugar Refining Comiiany ?—A. Yes. 

Q. What is the margin between tlu! two?—A. Jly knowledge is not definite, 
bnt I should .say about on(>-half cent, but I have no definite knowledgi'. I have 
not looked at the prici; in a month; jicrhaiis not (piite a month. 

Q. In your own hiisiness, as a wholesale grocer, do you handle exclusively the 
sugar of the American Sugar Refining Company ?—A. I handle the sug.ar of tho 

4 different refineries. 

Q. What I riifineries; the .Vmerican, the Midlenhauer, the Doscher, and the 
Arbmtkle?—A. We handh^ tlu; sugar of all of them. 

Q. You are handling now the Arbuckle and Do.scher sugar, as w<dl as tho 
American?—A I do not know; 1 have no knowledge. I am not in my store 
more than once in 3 or 3 days, and I do nol; keep track of the details. 

(J. But you know that you have been handling tin' Doscher and Arbuckle 
within a month or so?—A. I can not say that. 

Q. Within how long (can you say?—A. Within:! mouths. 

Cj. Then you certainly have I'wen handling the sugiir within 3 mouths?— 
A. Yes. 


Q. Did you not make a distinction a moment ago between the Doscher and the 
Mollenhauer refimtritss?—A. I do not know how I made any di.stinction. 

Q. In speaking of tiui competitors of the Aimtrican did you not mention Mol- 
lenliauer and tlu.'ii withdraw his name?—A. Mollenhauer started several years 
ago and worked in harmony wdth tho American Sugar Refining t’ompany. 

Q. Is ho controlled by the Anu'rican Sugar Refining Comiiany ?—A. He has 
always beam working in harmony with them. They havi! always been in perfect 
harmony wlKdhm- they are really one or not. 

Q. You say that tho prices you get from Doscher and Arbuckle are ordinarily 
omvsixteenth less?—A. Yes. 

(qj. Than tho American ? But the prices you get from Mollenhauer are the 
same ?—A, Mollenhauer is practically out of the market now. 

Is he not running his refinery?—A. No; he was not running it tho last I 
heard. As I have said, his prices were in harmony with tho American refinery. 

Q. As long as he was running ho was in substantial harmony ?—A. Tho last I 
heard from Mr. Post he said he was not anxious to push business when he could 
not make any money. 

Q. Is Mr. Post one of the partners ?—A. He is the salesman; he is the head of the 
department in tho Mollenhauer factory. That was about 3 months ago. 
He told mo he did not want to run his refinery, and as long as they were fighting 
and running in opposition he would not run it. 

Q. At tho jirosent time are the only ones thatc.an ho considered as running in 
opposition to tho American Sugar Refining Company tlie Doscher and the 
Arbuckle ?—A. I said that tho other is just as much in opposition, only it is not 
running. 
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Q. But I understood you to say that the prices from the MoUeiihauer refinery 
were always in hannony with the American Sugar Refining Company ?—A. Until 
the opposition came in; my knowledge is not definite about that. I have paid no 
attention to that, and had practically nothing to do with it until the commence¬ 
ment of this rebate system. 

Q. Now, with regard to the territory outside of that covered ,by your associa¬ 
tion. did you say they afterwards came in under .suhst.antially the same method 
of doing bn.sines.s th.at you adopted ?—A. Yes. 

Q. How did tliey arrange prices for the territory further west?— A. In the 
same way. 

Q. Did they make any difference for freight?—A. Oh, yes; there is what is 
called the etmality book published, so that if a grocer in Watertown—I do not 
know where Watertown is, but we will u.se that name—wants to buy sugar in 
New York. Philadelphia, Albany, or Rochester, it will bo laid down at the same 
price. 

Q. Who determines wh,at that price shall be?—A. The railroads, I think. Our 
secretary goes to the railroads and gets their friight rates. 

Q. Then it is your secretary that ii.ves the rate book ?—A. He fixes the rate; that 
is, the coat of transportation from Philadelphia, Boston, and Now York, where 
these refineries arc. He compares the costs of transportation and fixes the rate 
from eiich one, which is in the fonn of an arbitrary statement, as, the freight from 
a certain point to a certain point is so much. 

Q. Then the wholesale grocers in Kansas City that are buying .sugar from the 
American Sugar Refining Company })ay the same as you do with the freight 
added?—A. I suppose so. 

Q. Now, who IS it that gives you the price, the American Sugar Refining (Com¬ 
pany ?—A. They give us the price of their goods only. 

Q. Are the rebates whitdi they fix the same, in your .iudgment, bamng the 
the difference in freight, to (‘verybody to whom they sell in the country?—A. As 
far as I know to everybody, to all classes of people, 

Q. About what proportion of the sugar that goes into the market is furni.shed 
by the American Sugar Refining Company?—A. I have no knowledge. 

TIIK KKU.VTK SYSTEM. 

Q. This agreement that you have with thcTii?—A. We liave no agreement, we 
have no agreement of any name, nature, or kind. 

Q. When you have a bill of goods sent to you does not the bill contain a state¬ 
ment about the rebates, c iris there no rebate at all now ?—A. The rebate comes, but 
it is purely voluntary. We can sell to anybody we wish and get the rebate just as 
well. 

Q. Is there no statement in the hill as to what the rebate will be?—A. I do not 
think there is, although I am not certain. I have not seen an account for several 
years. I know that they mthdrew the affidavit 4 or.") years ago. We had to sign 
an affidavit before we got the rebate, but they withdrew it 4 or !> years ago. I 
remonstrated with them that it would break up our whole system. 

Q. Is it, however, your experience that the withdrawal of the affidavit did not 
break up the system?—A. It has not, and still it has, partially. Tho.sothatdo 
maintain it have lost lots of customers because of cutting. We have lost probably 
one-<iuarter of our sugar trade through the prices being cut by our competitor's. 

Q. Are you, at the pre.sent time, iu the same condition as you were before this 
rebate system was adojited? That is. are you now selling atexact cost?—A. Oh, 
no, no. 

Q. What rate of profit have you now?—A. Eighteen and three-fourths cents. 

Q. There has l)een no change then?—A. Yes. 

Q. No change at all since that first agri.'ement ?—A. No.e.xcept that there is 
always somebody who will cut irrices; sometimes they will cut 2 per cent in order 
to get something, or make 8 per cent discount. There are various ways of cutting 
prices. 

Q. Do the people who cut the pi-ice get the discount ?—A. Certainly; there is no 
compulsion atmut the selling; it is just as they please; in fact a good many of us 
are in favor of opening up the whole thing. 

Q. Do you think that change (the doing away with the affidavit and pennitting 
the grocer to make his own pnco as he wi.shed and still receive the rebate) was made 
on account of the competition of the other refineries?—A. No; it was made on 
account of the projiensity of people to make every iiossible effort to get trade and 
to get all the business by being dishonest and selling things for less than cost. 
There is always one man in a hundred that will do that. 
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Q, You mean, then, that it was found that there were some people who would 
cut below the fixed price and make an affidavit that they h.ad not?—^A. No; I think 
it was very rigidly adhered to. I heard no complaint that amounted to any¬ 
thing; none that was substantiated. I think that everybody kept it honorably and 
faithfully. 

Q. Why did they do away with the affida'vit, then? What reason could they 
have had for withdrawing it?—A. Carelessness, I think, and the difficulty of 
enforcing it. They would be charged with cutting prices and our secretary would 
try to got the proof. It would not be satisfactory to the refiners and they would 
not enforce it. They got into a great deal of trouble, became careless ammt it, 
and finally let it go. They had no object in it; they had nothing to gain; it was 
all labor for them, and expense and trouble for nothing. 

tj. The gainers were rao.stly the grocers?—A. Yes; we could not keep it up. I 
tried hard enough, I am sure. 

Q. Do you deal in foreign sugars?—A. No; I do not think there is any foreign 
sugar inported un<ler the new tariff bill, or if there i.s it is very little. 

Q. I wa.s thinking of raw sugar. Do you deal in r.aw or beet sugar?—A. No; I 
do not think any wholesale grocer deals in raw sugar. 

AUUANOKMF.NTS FOE SHI,LINO OTHER KINDS OK GOODS. 

Q. Have you had oi' do you now have any similar arrangement with reference 
to selling othiT lines of products la^sides sugar'?—A. Yes. 

Q. Could yon give us some other instaniies?—A. Babbitt's soap. Royal baking 
powder, anil a largo line that I do not now recollect. 

Q. Suppose you tell ns about those two. Under what condition.s do you sell 
Babbitt’s soap'?—A. We buy it at $I—I do not know what the price is—and are 
allowed, when we make a remittance to take off L’.'i cents a box if we send a state¬ 
ment that we have sold it at no less than ,$-1. 

Q. You send a statnnent to that effect?—A. Yes. There is no affidavit. We 
send a simple statement; they adopted terms of sale. There is no agreement 
between us of any name or nature. The Royal Baking Powder Company give us, 
at the end of the year,cents off, if we do not sell for less than we have paid. 

Q. Do you have to sign a statement as to that'?—A. No; I do not think wo do. 
There is no statement we have to sign. I have never signed one. There m.ay be, 
possibly, but I never saw one. 

Q. Have you any forms of bills or agreements with you?—A. No. 

Q. Can you furnish them to the commission?—A. Yes; I can mail you some. 

Q. Will you mail us, in the first jdace, a statement of the forms in which you 
receive your bills from the sugar companie.s now?—A. Yes. 

Q. If you can, will you send us the form you had when under the rebate system, 
with the affidavit form'?—A. I suppose I can do that, if we have got it in the office. 
I do not know whether they will give it to mo at the sugar refinery. I will go 
through the desk. 

Q. Will you .also furnish us the form of agreement you say you have with Bab¬ 
bitt's and the Roy.al Baking Powder Company, so that we may see how they cor¬ 
respond'?—A. Yes. 

Q. Will you be kind enough to mail those to us in a day or two?—A. Yes; 
within two or thrcio days. 

I Mr. Smith was unable to furnish the exact forms asked for above. He fur¬ 
nished the following as substitutes.] 

Pi'cjimble uiid rosohitions offered by (I. Waldo Bmith, prosidoiit 'WTioIohkIh Grticers’ Assocla- 
tiou, New York and vicinity. 

Whereas a very large and ever-increa.sing proportion of the gixids handled by 
the wholesale grocers are manufactured articles of uniform (piality and quantity 
in each package; and 

Whereas under the laws of modem competition it is impossible to obtain a 
profit on such goods; and 

Whereas it can not be expected, nor is it right, that either the jobber or the 
retailer should aid the manufacturer in placing his goods in the hands of the con¬ 
sumer, unless ho obtain a reasonable and adequate remuneration for the service 
Im performs; hence, the real relation between the manufacturer, the jobber, and 
the retailer i.s one that calls for c.areful consideration at the handsof all concerned. 

The right of the manufacturer to sell directly to the consumer, or to reach the 
consumer through the retailer alone, can not be (luestioned. The only question 
that we can expect the manufacturer to consider is: How can he place his goods 
in the hands of the consumer with the least cost and trouble to himself? If he 
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wishes to reacli and supply a million consumers, he can deal directly with, say 
250,001) families, or with about 4,000 retailers, or with abojit 30 johljers. To deal 
diretdly with private families is manifestly imjx)ssible for the large manufacturer. 
To deal directly with 4,000 retailers for ea<di million of consumers involves an 
outlay for salesmen, clerks, credit clerks, lawyers, delivery wagons, etc., and an 
amount of detail, also lo.« es from bad debts that few manufactijrors can irnder- 
take, or, at lea.st. except in their home city. To reach a million consumers 
through about 30 .iobbers is a task that can easily be accomplished, and entirely 
within the reach of a successful manufacturer. 

Some manufacturers d<*al direidly with large retailers who discount their bills, 
but ((xpect the jobbers to serve the smaller retailers who do not pay so promptly. 
This is manif(‘stly unjust and unfair to the jobber. 

The joblxu' acts as distributing agent for a large number of manufacturers, and 
has a plant adapted to that special work. 

Under the laws that govern competition the hundredth man—and he may be a 
very small dealer at that—(.'an make the price at which his 09 competitors must 
sell all goods of the cla.ss above enumerated. All experienco proves conclusively 
that where no protection is afforded by the manufacturer, such ^joods are soon 
sold at about net cost, and hence involves a los.s of nearly, or (luite, the cost of 
handling them. Now, while the individual jobber may be a philanthropist, yet 
he certainly is not doing business for the good of the people, and, like .all other 
men, ho is in bu.siness solely and alone for the pnrpo.se of making money: and, 
while he may carry in stixik some g.mds that do not pay a profit, ho certainly does 
not pu.sh their sale, and is either endeavoring to prepare .some article that will 
take their place, or else substitute ari article that will ]>ay a profit. 

Now, the experience of the last 19 years of a.s.sociated effort has proven conclu¬ 
sively that it is possible to adopt a plan that will not only control the hundredth 
man, and enable not only his 99 competitors, but he himself, also, to obtain a 
reasonable recompen.so for the service he performs. 

Our experience also proves that half-way Jiii'asures that hold the honorable 
merchant, but do not control the man who seeks to obtain an advantage over his 
competitors by dishonorable means, are far worse than none, and should not be 
tolerated tor a moment. 

What we want i.s a sy.steni that will be absolutely m.aintained by the manufac¬ 
turer, even if it involve.s trouble and expense, and, iierhaps, the (x'casional loss 
of a customer. We believe that such a system can be found, and we believe th<at 
the true interest of the manufacturer would bo best conserved by adopting such 
terms of .sale as could be rigidly enforced. 

We further believe that all self-i'espectiug jobbers should refuse to carry goods 
in stock on which a profit can not be obtained; and that where manufacturers 
will not do all in their jH)wer to protect the jobber from the nefarious and destruc¬ 
tive work of the cutter, that they should be permitted to deal directly with the 
consumer. 

Of the wisdom of the manufiteturers .adopting .such terms of .sale as will interest 
the jobber, there can be no doubt, if for no other reason than that Uk! jobber dis¬ 
tributing for many manufacturers can do it at much less cost than tlii; manufac¬ 
turer can do it for himself. 

Of the (piestion of its justice, it is only necessary to say that any system of 
doing business whicli compels anyone to perform a service for the public -without 
a re:»sonablo remuneration is opposed to a wise public policy and the best interests 
of all the people. 

Of the legality of the limited price and rebate system, or the factor system, tinge 
can bo no doubt, as no law ever has been or can be passed that will prevoTit a 
manufacturer adopting .such terms of sale as will, in his judgment, be.st subserve 
his o-wn interests, provided that they .are uniform and work no injustice to any 
one cla.ss of buyers. 

Therefore, in view of the foregoing, be it 

Hesolved, That this convention l)elieves that a limited price and rebate system 
is necessary, just, and in the interest of all concerned. 

Mesolved, That a committee of 5 be appointed to consider all systems now in 
vogue and to prepare such a system as, in their judgment, will bo to the interest 
of all concerned, and then endeavor to procure its adoption by all manufacturers 
whose goods we handle. 

[Office of Now York State -Wholesale Grocers’ Ass(silation, (i Harrison street. Now York.] 

Gentlkmen: At a convention of wholesale grocers, held at Niagara Falls, .Tune 
7 and 8,1898, the undersigned were appointed a committee, with instructions to 
endeavor to bring about such changes in the present system of handling imanu- 
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factnred and jn-oprietary articlfis as, aftin- full invnstigatidii, might .‘ieem lor the 
best interest of both manufacturers and jobbers. 

As preliminary work, a copy of preamble and ro.solutions adopted at the con¬ 
vention, with a circular letter asking for the opinion of manufacturers and job¬ 
bers on .5 (inestions propounded, were sent out to all parties interested. 

We have received a largo number of answers from whole.sale grocers, everyone 
of which assures the committee of their approval of the niovenumt; mo.st of them 
expressing tlieir preference for an ironclad agreement, if one could be devisisl, 
and in-omising their hearty cooperation in carrying out any measures tliat miglit 
be adopted that would improve tho condition of the trade,'and as far as possible 
put an ('lid to tho nefarious and ruinous work of the cutter. 

We also received a largo number of replies Irom manufacturers. One said tliat 
he had never tried a rebate or factor system, and hence could not give any 
advice. A numlier said tliey had never tried one, but earnestly desired to do so 
if one could lie submitted that seemed workable. 

Many of the largest and best known manufacturers, liaving business relations 
with the entire country, and well known to all grocers, sjiid they were doing t lieir 
busine.ss under a rebate or factor system and had been for some years; had found 
it satisfactory and jiroixised to continue it, and would gladly adopt any improved 
system that might bo suggested. 

If it were not for the tact that it would make this rciport too volnininous, we 
would like to (pioto from many of them, but will only give short e.'itracts from 
0 of the best known and largest manufacturers' ri'iilics'. 

One from Pennsylvania says; “• Wo are satisfied that an iiiiprovenient can be 
made upon our plan and are anxious to fonnnlate .-m agreement iniitiially beno- 
iicial to mannfactur(.;rs and dealers.” 

One from Indiana says: “Weliave always believi'd the rebate system tobeagood 
thing for the inanufactiirers and jobbers, and we are in favor of any satisfaefory 
system which you may devise.” 

One from Illinois says: “We appreciate the value of tho cooperation of the 
wholesale grocery trade, and no effort on our part will lie .spared to niiike them a 
medinin through which to supply the rc'tailers vuth onr specialty products." 

One from Now York says: “We hold that the master key to the situation is 
found in the hands of th(( manufacturer, and in his alone, beiaiuse Ik; acts cle.arly 
within his constitutional rights, when ho chooses his customers and when he 
elects not to sell his product to price cutters. The legality of his act can not be 
successfully assailed from any (piarter." 

One from Pittsburg says; ■' We aro very mnch plea.sed to see this movement. 
We have been advocates of the rebate system tor many years.” 

One from Ohio says;" We beg to advise tho committee through you that we aro 
in hearty symp.athy with every effort of the wholesale gi'ocers in their attc'miit 
to devise a system which will enable them to sell onr products and other staple 
specialties at a price that will offer them a legitimate profit, and will gladly 
cooperate with them in a movementin this direction to tho extent of our abilitv.” 

As a result of our study of tho situation, we have decided to submit as follows: 

We hereby fully indorse the plan tor selling sugar, known as the factor .anil 
eipnty system, as it was managed in the early years of iiie movi'inent, when rebate 
checks were not sent until affidavits had lieen received. With this reiinirement 
restori'd, we doubt if the jdan could be greatly improved upon. 

For handling other articles, wo have selocti'd and formulated three plans giv- 
our first preference to No. 1. our second to No. ^, and our third to No 3 

When at all po.ssible. we believe that the ecpiity system should bo introclnced 
(our secretary will explain this to those not familiar with it), and where this can 
not be (lone, tho country should bo divided into sections and different prices made 
to (Mpnilize the fr(ught rates, as is now done by some of our largest manufactur- 
ers. Wo ‘jelu)vo_that either system proposed win work to tho benefit of all con¬ 
cerned, it strictly enforced by tho maniitacturers, but not otherwise, and we 
again repeat what was said in the preamble and resolutions passed at Ni.agara 


That any halfway measures that hold tho honorable merchant, but does not 
control the mail who seeks to obtain an advantage over his comiH>titors by dis¬ 
honorable means, are far worse than none and should not be tolerated for a 
moment. 


We resiiecttnlly ask all manufacturers to give this communication careful and 
thoughtful consideration, and if they have not yet adopted a rebate svsti'in to 
^opt one of the three submitted, or if these do not have their full approval to 
miopt (iiie ot their own that will accomplish the same results; and we also a.sk all 
wnoiesaio grcxiers whom wo ropresout, und in whose interest wo nro worldng, to 
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cooijerate with ns in putting an end, so far as possihli!, to tlie ruinous and dratmo- 
tivo work of the cutter. 

We recommend to all associations the passage of resolntioiLs offering a large 
reward for the detection and exposure of anyone who willfully cuts the price of 
any limited article. 

Respectfully submitted. 

G. Waldo Smith, Neio York, 

W. J. Seaver, Bouton, 

J. F. Gri.nsted, Umkiyille, Ky.. 

Horace C. Rochester,N. I’., 

F. W. Hannahs, Newark,N. J., 

■ Committee. 

[Form No. 1.—Oontraot govoriiins sale of .Tohn I)oo & Co.’.s Roods. J 

Fir.st. We promise and agree not to .sell, or cause to be sold for loss than the 
card rates now in force, the different brands and grades of soap manufactured by 
•Tohn Doe & Co., directly or indirectly, either by rebates, comuiis.sions, payment 
of freight, allowing a greater discount for spot cash than 1 per cent, selling the 
said goods on longer time than thirty days, allowing anyone not solely and entirely 
in our employ a commission or allowance of any Icind for turning orders for said 
goods over to us to be filled, or otherwdse. 

Second. Should any change be made by John Doe & €o, in the price of any of 
their brands, we aCTee to conform to the now price immediately upon receipt of 
the advice of the change. 

Third. We further agree that when recpiested by .Tolin Doe & Co. wo will refuse 
to sell at any price, loan, or exchange for other goods, goods of their manufacture 
to any dealer who has or has not signed an agreement similar to this who is sell¬ 
ing or has sold their goods for less than their established card or profitable rates. 

Fourth. We further agi-ee that when a charge of violating this contrai't shall 
be made against us, and we are a.sked by .Tohn Doe & Co. for the name of the 
person who made the sale in (piestion, we will give them the name and such other 
particulars as they may desire. Refusal on our part shall he conclusive evidence 
against us that the charge is true, and we will then pay .^.iO to .lohn Doe & Co. 

Fifth. Wo also agree that when anyone in our employ is accused of violating 
this contract, and such emidoyee shall he reqiv'sted by John Doe & Co. to make 
an affidavit under oath or affirmation denying the accusation against him. refu.sal 
on his part to make such affidavit shall b(.( conclusivi, evidence against him that 
the charge is true, and wo will then pay $.')0 to J(jlm Doe <fcCo. 

Sixth. John Doe & Co. .agree to pay the $o0 (collected under the fourth and fifth 
clauses of this contract to the parties making or furnishing proof of any sncli 
charge.s. 

Seventh. John Doe & Co. further agree not to furnish their goods to any firm 
who has sold or whose salesmen have sold goods of their lirand for less than the 
established price until the tine of .y>0 is paid, either by the house or by the sales¬ 
man who made the sale. 

This agreement is to take effect on and after-, 189 . 

(Sign here) - 

John Doe & Co. 

Please date, sign, and return, as no orders will have attention until this agree¬ 
ment has been entered into. 

[For,m No. U.—Agreement regulating the mle of goods niunuftudured by John D<k) & Co,] 

We, the undersij^ed, hereby promise and agree with .lolm Doe & Co. that we 
will not sell, nor will we allow our employees or agents to sell, either directly or 
indirectly, any goods under the “ Hobson ” brand for less than the jiricos estab¬ 
lished by them for said goods, or upon other terms or conditions than herein 
given. 

Should any change be made by Jolm Doe & Co. in the prices of their brand of 
goods, we agree to conform to the new price immediately upon receipt of advice 
of the change. 

We also agree that under no circumstances will we give longer time than thirty 
days, and no greater discount than 1 per cent for cash if paid within ten days 
after delivery of the goods. 

We further expressly agree, that in the event of it being *harged that a sale or 
sales have been made by ourselves, emidoyees, or agents, at prices or tenns that 
do not conform strictly with this contract, both in spirit and in fact, we will for- 
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feit and waive all our right to ami interest in any trade disfionnts that may be duo 
us. nnlos.s we can prove the charge untruo-to the satisfaction of John Doe & Co. 

-,189 . 

(Signed) -. 

[Form No. It.— Nolice to jobbers.] 

On and after May I, 1898, our “ Dewey ” soap will be sold as follows; 

A uniform price of $1 per case will be charged to all buyers in any (juantity 
sold. To jobbing grocers who purchase 100 case lots, and who do not sell the same 
for less than the purchase price, and who sign and remit affidavit at the end of 
each month that they have in good faith maintained the selling price, we propose 
to remit on the 10th of each month a sum e(pial to 40 cents per case for all goods 
l)Ought during the previous month. 

It any complaint is receivtul that the buyer has cut the price in any way, we 
will withhold the rebate until satisfactory proof is furnished that the charge is 
not true; and if proved true to our satisfaction, we will withhold it altogether. 

We reserve the right to discontinue all rebates at any time without notice, and 
desire to have it distinctly understood tliat tho above proposition is in no sense an 
agreement on our part, but simply an effort to interest tho jobbers in the sale of 
our goods and to see that they are paid for any 3(U'vico they perform for us in the 
distribution of our jiroduct. 

-, 189 . 

(Sigmsd) -. 

CEltTlFICATE. 

We lusreby (au'tify that we have; not, nor to the best of our knowledge and 
beliiif has any member, salesman, or any j)erson emiiloyed by us, or connected 
with us, sold any soai> mad;! by John Do;; & Co. at a price hiss tlian the price 
adopted by said John Doc & C;'. as their schedule iiricc, or accepted any dimin¬ 
ished price, either dircidly or indir;“ctly by means of devh;;!, or return nihate, 
commission, discount, allowance, or otherwise, nor made nor had with any jicr- 
son any promise, agi'eement, or understanding, expres.sed ;ir implied, whereby 
sucli diminished price would be in fa(;t accepted or received by u.', either din!Ctly 
or indirectly. 

Dated,-, 189 . 

AFFIDAVIT. 

Stall! of-. county of-, sa: 

-;-, b<*iiig duly .sworn, depo.ses an;l says that ho is a member of the 

firm of--, an;l tliat he has not, nor has the firm of which he is a mem¬ 

ber, sold, nor have they piu'milli'd their representatives or employees to sell, nor 
have they, after a full and thorough investigation of .alt their transactions, sold 

.John Doe's Hour to-below the card or contract price in fortie on and 

since the aforesaid date, either directly or indirectly, by payment of freights; by 
reb.ates, in cash or in any other manner; by drawbacks; by "gift, gifts, or promise 
of such ; by payment of commission.s or brokerage, eitlier to the purchaser or to 
persons not solely anil regularly in tho employ of his firm; nor under pretense of 
paying lost bets; by allowing a greater discount than 2 per cent for spot c.ash, or 
by selling John Doe's flour on longer time than sixty days ; l>y the sale of other 
goods at loss than tho usual price, or tho purchase of oilier goods at more than 
the ordinary price, haring an understanding with the interested parties, exiiross 
or implied, that such was <l(uie in order to sell John Doe's flour for le.ss than the 
card or contract price; to .sell a ci'rtain quantity at tho price for that quantity 
and nnako more than one delivery of tho lot, or to divide the payments so as to 
make it eiiuivalent to more than one delivery of the lot; by the sale of a certain 
quantity of John Doe’s flour at the price for that quantity witli the knowledge 
that a division of tho lot w.as to bo made between two or more buyers, to enable 
oiich to procure tho said flour for less than the contract or list price for tho quan¬ 
tity each would receive ; by h.aving .an understanding with his said firm, or avith 
employees, to bill a less quantity of goods than actually shipped, or to 
T i of flour at a lower pVico than John Doe's flour, supplying saiil 

John Doe s brands in lieu of those so billed, or in any other manner. That he is 
not now, nor is his said firm, or any of its employees, under promise or obligation 
to, nor have they an understanding with any person or persons, to do any of the 
above acts whereby tho price on sales .already made would bo reduced lielow the 
fu- ^ 1 ^** this time and since the aforesaid date; and that he makes 

this affidavit without any mentol reservations whatsoever. 

Swoiai to before me this-day of-, in the year 189 . 
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[Offlco of Now York WholowUo Grtwors’ As.s(M-iiition, <» Harrison slnvt, Now York.] 


Nkw Yokk, Octolwr .1, ixys. 

Gentlemen: In a letter of recent date we stated that we had prepared a circu¬ 
lar letter and three fonmilas for a limited price or factor system, and sent copies 
to all manufacturers of goods of the kind susceptible to being htMidled in that 
manner, with the request that they adopt one of tlie three systems, or some mod¬ 
ification of them that would accomplish the same results. This marks a new era 
in the trade: for -while for .many years there has been a general and oft-expressed 
demand on the part of the wholesale grocers for the adoption of some system of the 
kind, yet no definite plan has ever been formulated and submitted, and while 
many manufacturers have adopted a plan of their own, yet it ha? n.sually been 
without concert with their customers, the wholesale grocers, and no two plans 
have been alike. Whilesome have been reasonably successful, others have failed 
to accomplish the desired end, and some have been worse than none, as they held 
the honorable, covenant-keeping merchant to a fixed price, while iiermitting the 
cutter to obtain an unfair and dishonorable advantage over his comiietitors in 
trade. 

The three plans submitted have the unanimous indorsement of r(‘presentatives 
from thirty-four States, and all the numerous letters received from various sec¬ 
tions of the country give their approval of them and expi'ess an earnest desire tor 
their adoption by all manufacturers. 

Some doubt or (luestion has been raised as to their legality in some States. The 
inclosed copy of an editorial found in the .Journal of Commerce and Commercial 
Bulletin, under d;ite of August 18i)8, shows conclusively that manufacturers 
have a right to adojit terms of .sale. 

You will ob.serve that neither of the formulas has any relation whatever to an 
association, neither are they contracts between any t wo buyers. 

No. 1 is tbo fonn useii i)y Proctor & Gamble, and was pr<-pared and used by 
them long before any wholesale grocers’ associations were organized, and has 
worked admirably. 

No. 2 is the form used by another large manufacturer, with some slight modi¬ 
fications. They are both simply contracts between buyer and seller. 

No. ;> provides for no contract whatever. The seller simply agrees with him¬ 
self, by liimself, and for hims<‘lf that if the buyer does not sell the goods for less 
than he ))ays for them (men calling them.selves merchants havi: sometimes done 
so), tlrnt he will reward him for tlie service performed for him in heljung to jdaco 
his goods in the hand.s of the retailer. Any law that would deny this privilege, 
to the seller would deny the right of contract, and would uinpiostiouably be 
unconstitutiomd. 


The system is not only legal, but is akso fair, reasonable, .and right, as we have 
divine authority for saying that '•the laborer is worthy of his hire." 

Some letters received convey the impression tluit the writers think that your 
committee can secure the ;idoption of one of these formuhis by all manuf:icturers 
at once. Thi.s is a great mistake, a.s while your committee is willing .and :uixions 
to do all in their power by correspondence and by ])m-sonal interviews to secure 
the adoption of the.se forms by all manufacturers, yon must remember that they 
are men whose interests are no greater than yours, and can not be i:x))ected to give 
all their time working fi.ir the good of the trade in gener:il. 

If any matei-ial improvement is secured, it must be the result of persistent and 
continuous effort on the part of a very large number of wholesale grocers. If you 
and your buyws should keep copies of these papers l»fore you, and when makbig 
purc'hase.s would virge tln.^ adoption of one of the formulas upon the manufacturers, 
they would soon come to see the advantage of complying with the wi.shes of their 
principal customers, and the ones uixm whom they mainly dciiend to aid them in 
the distribution of their product. 

Copies of all paiiers issued can be obtained from Mr. L. P. Lyon, (I Harrison 
street. New York. 

Hoping to have your earnest coojieration in this vary important matter, we 
remain. 


Yours, truly. 


G. Waldo Smith. 


Hokack C. Beewster. 


F. W. Hannahs. 


W. J. Seaver. 
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[New York Stiite WkolOHale Grooera’ AsBockition. Offlee. 6 HarriHon street, New York City.] 


Nkw Yokk, October S 7 , 1 S 9 S . 

Gentlemkn ; In the numerous letters received from manufacturers in reference 
to our circular letter sent out over the signatures of a committee appointed at the 
convention of whohtsalo grocers held at Niagara Falls in June last, several have 
exiii-essed iniht as to the legality of the forms submitted. This is a matter that 
has received careful attention at the hands of the committee, eminent counsel 
have been consulted, and the conclusion reached that either the factor system, 
now in use by some of the largest manufacturers in the country, or the limited 
price system, as per forms Nos. 1,3, and .3, as per inclosed copies, are unquestion¬ 
ably legal and can not be successfully attacked by the laws of any State in the 
Union. 

The inclosed clipping from the .Journal of Commerce, under date of Axigust 2fi, 
very nearly expres.ses the views of the committee. 

Yon will observe that neither of the formulas has any relation whatever to an 
association; neither are they contracts between any two buyers. 

No. 1 is the fortn used by Proctor & Gamble, and w.as prepared and used by 
them long before any wh'olesale grocers’ associations were organized, and has 
worked admirably. 

No. 3 is tlie fonn u.sed by another largo manufacturer, with some slight modi¬ 
fications. Th(^y are both simjdy (snitracts between buyer and seller. 

No. :J [irovides for no contract whatevtu'; the seller simidy agrees with himself, 
by himself, and for himsidf that it the buyer doi'S not sell the goods for less than 
hep:'.ystor Iheni Gnen calling themselves merchants liave sometimes done, so), 
that. li(^ will reward him for the service pm-fonued for him in helping to phace his 
goods in the hands of the retailer. Any law that would deny this privilege to the 
seller would deny the right of contract, and would nmpiestionably be unconsti¬ 
tutional. 

The jiliins submitted work automatically and do not at any jdace require the 
assislanceof the courts, but deiiend for ditir working upon the penalty which 
the S(dler (Sin enforce without the assi.stanco of constituted .authority. 

The factor system is simply terms of sale adopted by the seller and accepted by 
the buyer. 

This system was fully explained by the chaimuin of this (sommittee and others 
to the Lexow trust investigatin,g commission, and it was found not only that 
there was no law on the statute hooks that coc.ld reach it, hut that any law that 
could be passed that would deny the manufacturer the right to make his ovm 
terms with the buyer would also deny the iirivilege of m.akiug a contract for the 
sale of a house or a horse. 

It was claimed before the committee that the factor system was not only legal, 
but that it was fair, reasonable, and right, .and the claim has never been ques¬ 
tioned to the knowledge of the nnder.signed. 

Wo again resiiectfully call your attention to the papers inclosed and to the 
views therein expressed, and if yon have not already adopted a system, it is 
hoped that you will give the matUir the consideration which we believe it 
deserves at your hands. 

Yours, very truly. 


G. W.\LDO Smith, Chairman. 
Horace C. Brewster. 

F, W. Hannahs. 

W. J. Seaveb. 


Q. Are there any other manufacturers of soap with whom you have similar 
terms of sale?—A. Yea. 

Q. (By Senator Mallory. ) In the event that this soap, that you get from Bab¬ 
bitt, were not sold at the price .agreed nixm with the manufacturer, what would 
the result be?—A. The fact is that not half of it is sold at that price and there is 
no result; they take off 35 cents just the same; it is not enforced. I have been 
at their ofilce for the last 3 years, once a month, and tried to got them to enforce 
it but I cannot; they will not give it any consideration. 

Q. (By Mr. Jenks.) Still they will give you the 25 cents off f—A. Theywillbill 
it at 25 cents more than they jiroimse to get and we get the chance to make it. 

(J. Are there any other manufacturers that make a similar agreement and 
insist upon it?—A. Proctor and Gamble are the original factor system men. 
They invented it and put it in force 10 years before there was any wholesale gro¬ 
cers’ asBcxsiation, and it is the most carefully and religiously kept of any rebate 
system to-day. 

83a-6 
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Q. They lire keeping it np rigidly ?—A. Oh, yes, they are holding them up to it, 
and if they could find a man anywhere in the United States selling 5 cents less 
than the agreement, ho would be find forfeit, which would ho paid to some 
charitable institution, while lie would not be sold any more soap. That is one 
rebate sy.stem that i.s faithfully kept. 

Q. Uan you give us a copy of that?—A. No, 

Q. Do you buy your soap from them V—A. Wo buy from their agent in New 
York. I'will try to get one; I do not know whether I can or not. 

Q. Do the different soap manufaeturer.s, Proctor & Gamble, Babbitt, etc., sell 
under agreement with reference to this system at all ?—A. No, they have no agree¬ 
ment ; they have simply adopted these terms of sale. 

Q. Well, have they adopted them in unison or has each compaaiy acted for 
itself?—A. Each company for itself. 

y. How is it with reference to the b.aking powder companies ?—A. They are all 
con8olid<ated ; but before the consolidation, the Davis Baking Powder Company 
and the Cleveland Baking Powder Comp.any g.ave us 10 per cent rebate. There 
was a statement reijuired, I tlimk, but not an affidavit. The t.'leveland Company 
gave ns 6 per cent rebate. Now, I think, they are all consolidated. I do not 
know whether the Davis is in or not. That is an alum baking powder; I do not 
think it is. 

Q. Do you think the agreement is now uniform for most of the baking powder 
companies ?—A. I do not know that the new corporation has adopted any system, 
but h.ave been told by their agent that wo would .still get our .5 per cent. 

Q. (By Senator M.vllouy.) You say there was no agreement or understanding 
between the manufacturers of soap and yourselves in regard to maintaining the 
prices. Is it a fact that the soap w.as sold at different prices by wholesale gro¬ 
cers?—A. Yes. 

Q. According to their agi'eement with diffiei-cnt manufacturers?—A. No; 

accorebng to their own desire to get trade. If yon will allow me to explain- 

<^. (Internipting.) I should like to hear it.—A. I will take a brand of milk as 
an illustration. There was a brand of milk put on the market !i or 4 years ago at 
§3..')0 in c.arload lots. We undertook to get which would afford us 2.1 1 ’ents 

profit, which is about (i per cent, and less than tlio cost of doing the business. It 
W3.S not more than a month before our salesmeu came in and said, “ That br.and 
of milk is lieing sold at .54.0.5." And in another month they came and told us it 
was $,S.B0,und in less than 3 months that milk was being sold for just what it 
cost us. The only remedy was to ask the manufacturers to jint a rebate on that 
milk; the only way to remedy that method of selling goods is to see that we are 
paid for the good.s. I think I .said that the one-lmiHlredth man can cut a price 
and fix a price for the 09. The only way a manufacturer can interest ii.s in sell¬ 
ing his goods is by seeing that wo are paid for it. If we purchase of you, and 
the New York man cuts, you can help us by making a fixed, definite jirice, with a 
rebate, and by giving the rebate only to those who maintain the price. Now, if 
that system was carefully, religiously, and honestly carried out it would enable 
the wholesale grocer to get a reasonable profit. 

And what would the advantage of the manufacturer be?—A. That we would 
be interested in selling his goods. Our salesmen are mostly salesmen on conlmis- 
sion and they will not push goods in which there is no profit; they will say, •* We 
do not like soaps that do not pay or milks that do not pay.” There is no reason 
in our handling goods that do not jiay. The only rea.son that we gave to the 
American Sugar Refining Company H years ago was this; The ■wholesale grocers 
of America are handling one-third to one-half their goods at net cost, and there 
are going to bo enormous failures in the trade unless we get a profit for haudlifig 
sugar. It was the general condition. These goods represented from 25 to 30 per 
cent of the business. We said to them, "You have got enormous accounts receiv¬ 
able with the wholesale grocers. If you can not put them in the way to make a 
profit, yon are going to lose your accounts receivable; if you will help them, you 
will get the accounts.” That was the only reason presented to Mr. Havemeyer, 
Mr. Searles, and Mr. Theodore Havemeyer. 

NOT MUCH PUOFIT POH WHOLKSAUE OROCKUS IN SUGAR. 

Q, Does this 18} cents a hundred afford yon a fair profit?—A. No; it does not. 
It is a very diffiouilt thing to decide. It is about 5 per cent. The cost of doing 
business is always more than that. It is 0, or C} to 7 per cent in New York. It is 
not less than 6 and is frequently over 7. My business cost me 7 last year. 

Q. So that substantially the wholesale grocers are handling sugar at a loss?— 
It is difficult to decide whether or not it is an aci ual loss. They say yoiv handle 
sugar at a loss. It comes in barrels ami is delivered on the sidewalks. It is 
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easier to handle than similar goods and perhaps in that way does not iicl,uaily 
cost more than we get. We are all glad to sell it, bnt certainly it is difficult to 
tell and no one can determine. I can not determine and I have figured on it with 
the biggest and best wholesale grocers in New York. I have talked that over 
with my clerks, “ Do we make a cent on sugar or not V” I have not decided that; 
I can not tell; I do not believe any human lieing can settle that sugar question 
fully and determine whether or not sugar at 18j cents is a loss. Of course it 
depends on the length of deliveries and the average loss on bad debts. Our loss 
averages one-half of 1 per cent on bad debts. You take a wholesale grocer in a 
town Tike Albany, a jilace with short deliveries and short trips to the depot, and 
he makes some money probably, but in the case of the New York jobber it is 
doubtful if he make.s anything. 

Q. You have handled sugar as a wholesale grocer for a good many years?—A. 
For 35 years. 

Q. Do you think there was more profit in handling sugar before the American 
Sugar Refining Uompany controlled a very largo part of the output?—A. No, 
tlnu'e was not. 

Q. Wa.s there earlier?—A. Never in my life, in the 34 years I have been doing 
business, liave I made any profit until we got that rebate. I might on soft sugars 
but not on the hard. Any goods that are not of uniform (piality always afford 
a minimum of profit. Soft sugar is of an indefinite quality; one may be worth 
4| ami one may bo worth 4|. But granulated is always of a fixed, definite value, 
and if w(3 buy at 4 cents we can not sell it for mori!; everybody knows who buys 
it what we are making. It is just the same with a box of soap. Wo have handled 
the R<3yal baking powdei’ as long as I can reniiunb(!r. Our limit was a $1100 iiur- 
chas(‘. Wo could handle a 8;100 purcha.se and not g(4; .jtfOO and 1 cent for it. I 
have been working with them for years and finally they gave us the rebate. 

y. But the combination in the refining business was an advantage to you as 
long as you held to the rebate system?—A. Unqu(3st.ionably. 

y. And sirice that time it has been a matter of neither advantage nor disadvan¬ 
tage ; it has been immaterial whether you liad it or not ?—A. Except this. There 
is more or less cutting going on and I havii never seen a day since Arlmckle and 
Dosffiier came in that I expected there would be any system 3 weeks ahead. It is 
(piito to my surprise that it has been kept up, and it is very honorable of the 
merchants who have kept up tlie price. There are a tew that cut. 

Q. Do Do.scher and Arbucklo give the same price, the same terms, and 
rebates?—A. I have se(ui copies of the agreement and terms of sale and they fur¬ 
nish the rebates (ixactly the same. 

WIIBllE WIIor.ESABE (lltOOKUS MAKE rnOEITS. 

Q. On whiit lines of goods are the wholesale grocers abh! to m.ake reasonable, 
living profits ?—A. Spiccjs, teas, and coffees. Ooffees have been very much cut 
by the (Jompetition betwem Arlmckle and Havemejm-, i. e,. the package coffees. 
In the South and West (3offc(> is almost as bad as sugar. In New York they will 
not use the package coffees; they claim they are not as good. As I said before 
all goods that v.'iry in (piality afford a small margin of profit. 

Q. Why is that?—A. Because they have not a definite, fixi'd price. My agent 
says my 18-cent coffee is better than .Jones's 18-cent coffee. If th(! customer says 
your coffee andJimes's are exactly the same, wo can not charge anymore. If 
they ani not the same thing, I am able to charge more. Wherever articles vary 
in quality there is always a reasonable margin of profit. Wherever th(!yaro 
absolutely uniform, we can not get a iirofit unless W(! can get tho manufacturers 
to give us a nffiate. 

Q. As regards these goods that vary in quality, are not your methods of piur- 
chasing them substantially the same as where there is no variation, or pretty 
nearly so'?—A. We purchase them where wo can—in tho best market and at the 
best prices we can make. 

Q. Does not the rebate system apply to these?—A. You can not fix a rebate on 
anrthing unless there is uniformity of ipiality and packing. If there are jinst 100 
cakes of soap of just the same size, of the same quality, and in the same'kind of 

1 ym can get a rebate. If there are different sizes or qiialities of soap 

and different sized packages, then yon can not get a rebate; it is difficult. 

OIlIOINAl. ADVOOATF. OF THE REBATE SYSTEM. 

Q. (By Mr. Pnii.Lirs.) Perhaps you can make a statement to the commission of 
your own motion. If you have any information that would be of benefit to the 
commission We should bo pleasi'd to hear it.—A. Well, I am the original advo¬ 
cate, as a wholesale grocer, of th(‘ rebate sy,stem—where it is absolutely uniform 
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and does not involve a contract between the grocers. I believe it is.bonorable, 
legal, right, and strictly in a<!cordanco with fair dealing and the spirit of the 
golden rule of doing to others as we would be done by. Now, I believe that any 
system of doing busine.S8 that compels the manufacturer, the merchant, or the 
transportation company to perform a public service without a reasonable and 
adequate compensation is opixised to a wise public policy and the best interests 
of all the people. It is right and reasonable that every merchant should get a 
reasonable remuneration for what he does and the moment ho gets more than 
a reasonable remuneration,, competition is certainly going to come in and cut 
down the price. The only way that a so-called trust can be maintained is by 
being rea.sonable, and if they are rea.sonable, all interests are served, and the 
greater the magnitude of the concenis the Ix'tter it is for the people, xl do not own 
a dollar’s worth of stock in any so-called combination or trust, and I can hot in 
fact hear of a great corporation or a trust. 

NO SUCH THING AS A TRUST. 

There is no such thing as a tru.st to-day. I a.sked 14 lawyers in 14 States if they 
kni'W of a trust, and they could not name one. I went to Albany the other day 
and I u.sed the New York Central Railroad. I was making an address not long 
ago and I wanted to use the Now York Central Railroad as a type. I went over 
there to find out how many owners there were of that railroad, and I found there 
were 12,015. I wanted to go up to Albany, and they took me up there in 2 hours 
and 40 minutes, and brought nn? back again in the same time. That road having 
a great combined capital of 8200,(M)0,000 and 12,01.5 owners performed me a great 
service. The Pennsylvania Railroad, which 1 used to-day, did me a great service. 
Now, I say, that iron and all suidi industries can be carried on more successfully, 
more reasonably, and more cheaply by a ^eat corporation. I happened to come 
across in the paper to-day a statement which I knew to be a fact before. George 
M. 'Warner, a delegate of the International Machinists’ Union, reported yesterday 
that there was a great demand for machinists everywhere, and that some employ¬ 
ers could not find enough men. That is true all over the country. Employment 
was never so general, so universal, as it is to-d.ay. Of course, there are a few 
great corporations, but there are positions for everybody who wants them. Will 
you allow me to make another statement 'i 

THK WANTS OF THE PEOPLE ARP. INCREASING. 

(^. (By Mr. Phillips.) Yes.—A. I had a slight intere.st, which I sold, in an 
Ohio steel concern. I used to be familiar with that busine.s.s. I went in there a 
few years ago and the first thing I noticed was the absence of men. Everything 
was done by electricity. Work that required 50 men to perform formerly is now 
done by machinery. I said to t he p resident, “ Where are all the men?” “ We do 
not employ them any more.” “ What has become of them?" He replied, “ I do 
not know; they are all employed.” Employment was never so general as it is now. 
The fact is, the cheapness of everything has increased the wants of the peeple. 
That is the only solution I can find. Another fact; I am a Methodist, and go to 
the Methodist Church. I was looking down over the rail the other day and I 
saw that the whole congregation had .84, $5, 8ti, and 87 umbrellas; 40 years ago 
they would have had 50-cent cotton umbrellas; and I noticed that the umbrellas 
had silver and pearl handles, etc., and they were all poor people, too. There was 
not a man in that church worth more tlian $20,000. That shows that the peopls’s 
wants are increasing. 

ONE CAUSE or THE PANIC OF 1893. 

Q. Is not the great plenty at present brought about largely by the panic of 
1893? Were not the works shut down then and manufacturing stopped so that 
everything became scarce'?—A. One of the most potert factors leading to the 
panic of 1893 was the fact that the transportation companies had worked for 
nothing. Three billion six hundred million dollars of stocks were not remu¬ 
nerative and the people who liad been depending on dividends on them for buy¬ 
ing houses, horses and carriages, ribbons, shoes, and all the necessities of life 
lost their incomes. The demands of the people were lessened in consequence 
of the fearful fi.ght of the transportation companies. That was one of the most 
potent factors, in my judgment, leading to the hard times of 1893, the fact that 
the transportation companies had failed to pay dividends. The moment they 
began to make dividends again, the ribbons and shoes and trinkets and a<U those 
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things were wanted, building up trade and starting business, and that lias made 
th^sS*’'f'T DivKfendsare being made. The great trouble is that 

the stocks of these coroorations have been put on the market at inflated iirices 
and the public do not know what they are buying and are going to got fearfully 
hurt when bad times come again. ■' 

Q. Do you, then, apprehend an overproduction in the near future?—A. Not in 
3 or 3 years, I should suppose, although I am not a jirophet; but I do think the 
tune will come when there wall lie an overproduction and these great cornora- 
taons which are overcapitalized will not bo able to pay dividends on their stock 
earning capacity and the buying capacity of all the people. 
(A (ByMr. Jenks.) Do yon look upon overcapitalization as a decided evil?— 
Yes; that IS a very senous evil, but it would not be an evil if the original 
. ™ great corporation still continued to bo owner.s but 

mstead of that the public comes iii and buys it out, and while they may make 
dmdends for a few years on the overcapitalization, they will got left in time. 

LEOISLATIVE KEMEDIES NOT AlTKOVEl). 

Q. Can you make any suggestion as to legislation that will <-heck that terd- 
ency ?-A Mr Lexow ask.sl mo if I did not think the price of wheat, corn, and 
^e .should be fixed by law. I answered that until tlio legislature of the State of 
New York controlled the ram, the heat, the sunshine, the movements of the 
atmosphere, and the production of croiis, it could not control tho iiricos of coni- 
niodities or anything that naturo produces independently. It is absolutely 
ihoirH’ '';i ^ t wlrsi'didure and tho people let these things alone 

tho bettor they will work out their own solution; the moment they do anything 
unrtyisonable they will bo checked. Tho moment they crowd or cn4chargm any¬ 
body there will be a reaction. ^ Look at tho nail trust. A few years ago they put 
nails up to ail unrea.sonable price. What was the r(«ult ? A new man cAiiio in and 
pat up lactones and reduced tho price. The law of supply and demand is inex¬ 
orable; you can not go away from it. Li't mo make another statement The 
antagonism ot labor and capital is tho most unfortunate thing for labor that can 
piissibly bo conceive,d oL Their intere.sts are identical and uniform. When this 

till' ceilsr'^'m I’til**’ “i "tbemdit was tho man that dug 

drottlm;p^ '''■"•‘fit "’as the architecfs clerk that 

tim+oV I?,' 1 -1 2 I"’‘’fit from tho capitalist, and from 

tlieti nio the building was finished there hayo been caretakers hero who haye been 

. ,-. 10 ?.“.' f Liit'or is benefited by tho buildiim 

The rsii - “1'' begun all the way through and after it is finished'’ 

The 1 aihoads support luillions of jieople; they roqiiiro caretakers and operatiyes • 

hrmav not"’bn^H ^ 1 *'' * T'*," capitalist may be benefited oi 

• ^1 "• «"re to be benefited. This antagonism is yery 

unfortumite; it is dangerous and against the best interests of all the people ^ 
Do you think tho new industrials have putto'ohigha 
price on their nianutacturi'd materials? Does not this still apply to the tin-plate 
nfto the various other combinations?'-!/. I have no'deto 

TsU know"f T 'i” 'lehnite knowledge in regard to one matter, but that 
is all I know of I do know ot one concern that was formed on a basis k 375 per 
cent value, but that is the only definite knowledge I have. ^ 


RELATIONS Ob’ LAIJOH AND C^Al’lTAIi. 

nisti(?WaoiV?d^/y'?'''\ J"'" think that labor is ever unreasonably antago- 
nistic to capital ?—I do; but all I know is from reading " 

reniiiw f‘iw ""/thing specific alxnit it?-A. No; all I know is from 

very driastroiis knowledge, where strikes have been 

prope?sharo of'tT,!^! 'if't has a grievance and is not getting its 

IS l/nestIn its th"t there is trouble ?-A. I believe that labor 

to-Xv gets abm,t t ’}*' * “n in.in8tice; but the lalmrer 

as he gofao years ajo" "'"thing 

hom•.sIdayT^a\So?^ inatance with regard to the lalxirer who works 10 
there? country.—A. Not in the East, is 
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Q. Yes; track labor does not receive more than $1.35 in any part of the country, 
and it gets as low as 50 cents.—A. I did not know that; I liavo no definite knowl¬ 
edge of that subject. I kjiow I used to liire men in my business for half I iiay 
now, and everything was a third dearer. 

COMPKTITIO.V TIIK REMKOY Jf'OR THE EVIt,S OF COMBIN.YTION. 

Q. (By Mr. F.vuQUH.ur.) Do you think it i.s possible for any c.oizibination of (capi¬ 
tal, however large and however well managed, to maintain'a monoiioly and keep 
prices up for any length of timeV—A. They will bring down i-uin on'their own 
heads very quickly, the same as tlie nail concern did, and the sam® as they all 
have. 

Q. Do yon believe that there is enough capital in the United States to handle 
throe times the amount of business the trusts have to-day and that new capital 
would come in if it saw an opportzinity for profit?—A. New capital is always 
ready to come in if there is a profit. 

Q. Do you believe that under presznit conditions there is capital I'eady to take a 
hand in prodindion if thei'O is any reasonable prospecd of profitalile investment?— 
A. Yes; for instance, these otlier sugar companies that have been bought up by 
Havemeyer. My argument is that millions .stand ready to come in if there is any 
oizening. My study of the sugar question is that the whole work of the American 
Sugar Refining Company, while tlu'y have made it pay, has been beneficial. They 
have reduced the izrico of sugar to every comsumer in America. Their margin of 
profit is reasonable ; it has never been excessive. 1 used to know more about it 
than Ido now; I have not followtsl the margin lately, but it has never been 
excessive; and buying such enormous (piantities they can control the market, in 
the interest of cheap sugar. 

Q. I.s the cheapening of the price of sugar due to fon.ngn legislation ? Have the 
advantages in respect to sugar been more the i-esnlt of foreign h^gislation than 
anything else?—A. You know the, tariff legislation does not let in refined sugar. 
Under the Wilson bill they could not compete with one-eighth of a cent margin 
on refined sugar, and it was ditlicnlt to make more than one-half of a cent 
margin. Under the new bill refined .sugar is practically .shut out, as I under¬ 
stand it. 

Q. Your statement her(> is that yon do not think thin-e are any inordinate 
profits going to the Amerieazi Sugar Refining (lonqiany ?—A. There could not bo 
any inordinate profits, and now thizy are m.akin.g no profits. It is oidy a question 
now of the suiwival of the fittest among the reiiners: tin! fittest will survive and 
the rest will go down. You will find that Mr. Havemeyer will tell you, when he 
gets hero, that tln^y are making no money and that nobody elsi! is. 

Q. In your busine.ss, as a wlndesahi grocer, hav(i you ever found any difficulty 
on account of discrimination in latcs on the railroa<ls?—A. (hir bu.sines 8 is Iwial. 
There u.sed to be difficulties of that kind. We do not have much outside busi¬ 
ness. Austin, Nichols & Ltiggett hav(! more than wts hav(!. I have not heard 
any complaint of thtit kind lately, and I think that has been entirely overcome. 
The railroad rates are so low now thiue is no occa.si<in for comidaint. Edward 
Atkinson said it msed to cost $:i.50 to move a h.arrel of flonr l.hUO miles, while now 
you can move it for 35 cents. If you do not believe it, take a wheelbarrow and 
go ahead. 

Q. (By Mr. FABQUiiAit.) Did you .state that all of the baking powders were 
under the control of one concern?—A, I think all the cream-of-tartar powders 
are. Whether the Davis is in it (the alum baking powders) I do not know, but 
all the cream-of-tartar baking powders are in one concern, with $30,0(ll),((00 
capital. 

Q. Have you any means of tzdling the commis.sion how much that has cheaiiencd 
the product to the consumer?—A. No; they have a close corporation and have 
done an enormous amount of advertising and have got jzractically a monopoly 
through their advertisements. If such a thing as a monopoly can exist, it is in 
that. It is a good deal like a patent medicine—there is a margin there. That is 
the result of advertising in combination. They have made people believe it was 
the only baking ^wder fit to use by extensive, persistent, and continuous adver¬ 
tising. That is legitimate. Others have tried it and tailed. 

Q. Does not the advertising of all tlu«e products lay entirely with the producers 
of them; that is, the wholesale groczns or the factors between the consumers 
and the manufacturers, iiay very little for advertisihg now ?—A. They advertise 
scarcely at all; the manufacturers advertiso their own products and place them. 

Q. They advertise the quality of their wares without designation of the parties 
selling them?—A. Yes; it is the same with all grocers; the retail groceracome 
to us. 
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Q. Do yon think that the overoaijitalization of these great colorations or 
combines, as they are cailed, will ultimately lead to the same comlition as the 
limited companies did in England, that the general public will be caught in an 
era of speculation which will ultimately result in loss; that it will be stock 
jobbing from beginning to end ?—A. That is entering upon the realm of prophecy. 

Q. Well, what is your opinion as a busiiuws man?—A. I think it is the rule 
that we have times of inflation; and I think that in the course of time wo will 
have a reaction from this movement in some fonn or another. 

Q. Is it your opinion tliat half tiio companies now being organized are stock- 
jolming companies, and have nothing to do with clu»per rates to the con-sumer 
A. I think most of them have been formed of nece.s.sity to meet competition and 
to reduce the cost incidentally. Mo.st of them have made money on their stock, 
but still I think the object was to reduce the cost. When the American Sugar 
Refining Company was first formed there were 7 refinerie.s that had offices in 
Wall street next to eacdi other, and if our broker went down there to buy sugar 
A would perhaps undersell B at less than cost. Mr. Frazer, of Philadelphia, of 
Harri.son & Frazer, one of the l.arge.st manufacturers, said to me 8 years ago, 
“ Until the formation of tlio trust wo iiad not sold a barrel of sugar in y(!ars 
that we did not lose money on. Just as .soon as tiiat was formed we followed 
their price, and now we are making a imofit.” Mr. Frazer told me that in the 
presence of several other wliolesale (jriHiers in Pliiladelphia. That is what it is 
going to be now: it is a ipiestion of the survival of the fitte.st. Somebody ha.s 
got to go. Who is going I am not al)h< to .say; hut it is going to bo ruin. It is a 
fight to tlie bitter finish. Somebody h.as got to die. that is alt; there is no help 
for it. It is very unfortunate that these refiners got into lino. It is a great mis¬ 
fortune. This is my opinion, as I said before. I have no information of any 
name or nature. 


t’OMniN.\TTONS no NOT l>r.RM.\NF.NTI.Y PKSTKOY COMl’RTITION. 

Q. (By Senator MAt.r.oRY.) Is it your opinion that combinations of capital, or 
corporations, for the pufi)osiMif controlling tlu^produciion of any piarticular article 
do not dt^stroy competition?—A. They may temi«)rarily until tin; fact is developed 
that there is a margin of jirofit to Ix^ got by .somebody, and immediately somebody 
makes an investment and cuts the iirice. 

Q. That is the point ot my (lue.stion. You believe that they w'll not destroy it 
permanently, butonly temporarily ?—A. They will not destroy it for any length of 
time. The only exception to that would be some article like i)atent medicines— 
some highly adverti.sed artichu of which the peojih! will not have anything else. 

tj. Do you know anything of the workings of the Standard Oil Company ?—A. 
Nothing, exceid what I have read in the newspapers. I have no knowledge of 
any name or nature. I only know this facd, tlmt I used to buy oil at .$1.3.’) a gal¬ 
lon and sell it jit $1..')0, and that I could not get as much as I could sell. Now, I 
can buy 4 gallons for what I used to make on 1. Who has done that I can not 
say. 

Q. So far as refined oil is concerned, that is very much cheaper now than before 
the organization known jis the Standard Oil Company; but the point I want to 
get at is whether any c(mibiuation—1 will not take the Standard Oil Company as 
an illustration, because I maybe doing them an injustice—for the purpose of con¬ 
trolling any particular product can bo so powerful as to limit and cru.shoutall 
possible comixdition. Your general i)ropo.sition is that no matter how largo ii 
combination may be, it will not prevent competition as long as competition will 
pay. Now, is it possible for the combination to be so largo that it can cru.sh out 
all possible effort to compete with it?—A. Yes; that may bo true; and it is cer¬ 
tainly true that great aggregations ot capital, that can command the very best 
l)rain power in the world, can undersell inferior aggregations ot capital and 
inferior brain power; and that is all right. That, of course, can be done and 
should be done ; it is legitimate and right; the best interests of the people are 
subserved by it; it should be underst(X)d tliat a reduction ot 1 cent on oil is a 
saving and a reduction of $3,000,000 a year to the people of the United States, I 
used to sell it at $1.50. 

Q- (By Mr. Philmps.) You do not attribute that to the fact that it was monopo- 
hzed?—A. No; the reduction is the result of handling. 

J. New discoveries ?—A. New discoveries. 


Q. New methods and the brains that have been brought to bear upon them ?— 
A- .Yes; largely the new methods of handling. It hs the great aggregations of 
that use the force of gravity to bring it here instead of cars, and the ability 
that has been brought to bear upon it that has reduced the cost of transportation 
and distribution. 
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Q. (By Mr. Phillips.) Will it be possible in the case of some of the new com¬ 
binations that have been fonned lately, such as those in the iron and fteel trade 
and the tin-plate industry, where they have an aggregate capital of $25,000,000 
to $50,000,000 and are generally supposed to be iiiMing very large profits at the 
present time, will it be possible to induce capital to come in and compete ? Will 
it not be very difficult to get large capital to venture in and compete with such 
an aggregation of capital or such a combination ?—A. I had a slight interest in a 
steel factory in Ohio, and the moment that was sold by the original owners they 
immediately formed another company and commenced building new factories. 
There is one thing I am quite familiar with. I have been in Mexico and seen them 
mill com. They grind 2 hours to grind enough for supper. I jiave been in 
Egypt, and everybody in those countries grinds his own flour when he needs it. 
I used to live on a farm, and the best part of my life was ^oing to the mill. I used 
to ride to the mill and spend a day there. I used to go in the morning and stay 
all day and have 10 cents for my lunch, and have a good time. That wuis the old 
way. Now, Mr. Pillsbury, with his great aggregation of capital, grinds a barrel 
of flour for 20 cents. I have seen them work 2 hours in Mexico, Egypt, and 
Asiatic countries to get flour enough to make bread for supper or a day’s supply 
for the family. They grind tlie wheat by pounding it with a stone. Now the {^eat 
aggregations of capital do it for almost nothing, and they are satisfied if they can 
get a profit of 2^ cents on each barrel of flour. That is one of the advantages in 
great capitalization. The New England artisan could not live if we had to trans¬ 
port flour at the old prices. 

Q. (By Mr. Ratohford.) Is it your opinion that without this large capitaliza¬ 
tion those old methods would still continue V—A. No. 

Q. Then why state that as an illustration?—A. No; I say wo never go back; 
nothing ever moves backwuird in this world. 

Q. (By Mr. Kennkdy.) Do you believe that the movement that is now going on 
in the industrial world will end in one combination in each particular industry, 
controlling that industry?—A. That is in the region of prophecy again, and I am not 
a prophet. I can hardly conceive it possible, except in baking i)owder and such 
things, where they are advertised and popularized in the public mind. They can 
not do it in iron and steel; it is too widely spread, too easily found. 

Q. They can in the tin-plate industry at the present time?—A. I have no defi¬ 
nite knowledge of that; I doubt it very much, although I have no knowledge. I 
heard Senator Vest say in the United States Senate a few years ago that before 
anybody could get any profit the people of the United States would have to pay 
$.'>0,000,000 in protection. I think he was mistaken. It has been proved so, has 
it not ? 

Q. If it were possible to attain a condition in which overcapitalization and all 
transportation favors given to certain industries were eliminated, what, in your 
opinion, would be the effect on these industrial depressions that occur periodic¬ 
ally?—A, I do not know whether I can give you an intelligent answer. It would 
take a wiser man than 1 am to fathom that. I think, on general principle.s— 
indeed, I have aprofound conviction—th.at these things can take care of themselves 
better than legislation can take care of them, and that they will work out their 
own success or their own destruction in their own legitimate way. 

Testimony closed. 


Washington, D, U., June 1 . 1 , ISO !). 

TESTIMOmr OF PEOF. EENEST MAS, NEW YOEK CITY, N. Y. 

The commission met at 11 a. m,,.Tune 13,1899, Vice Chairman Phillips presiding. 
Prof, Ernest Mas, 106 Fulton street. New York City, N. Y., after being duly sworn, 
testified. 

Q. (By Mr. Jenks.) Will you be kind enough to state your name and address 
to the commission ?—A. Ernest Mas. 106 Fulton street. New York. 

Q. What is your business ?—A. I am consulting chemical engineer of the Glucose 
Surar Refining Company, of Chicago. 

Q. What is your present relation to the Glucose Sugar Refining Company ?—A. 
I am under a 6-year contract for the exclusive use of my services as a chemist and 
chemical advisor. 

Q. Are you under salary of this company ?—A. I am under a salary, and under 
monthly compensation and a commis.sion of 1 per cent on .ill proceeds of the 
by-products turned out by the Glucose Sugar Refining Company. ’ 
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Q. That is, on all by-products which they turn out you are to receive 1 per cent of 
the proceeds ?—A. That is, on all the by-products extracted from the germ of the 
product of the com. 

THE MANUIfACTURBS OP THE OI.UCOSE SUOAR REPINING COMPANY AND THF-IR USES. 

Q. Will you explain to us briefly the nature of the manufacture of glucose .sugar 
from corn, and state what the chief by-products are?—A. From Indian maize or 
com there are a great many products and by-products. The main jiroduct is com 
flour. The second product is glucose; that is what is called sugar. Glucose sugar 
results from the transformation of the starch in the corn by chemical process. 
The next product is dextrine, the next corn oil, the next corn cake, and finally a 
rubljcr substitute which is a product of the vulcanization of corn oil. 

y. Will you kindly explain the uses to which tluwe various [iroduots are ]>nt in 
ordinary manufacturing and trade ?—A. I have never had .anything to do with the 
commercial part of the miterpriso. My knowledge is purely scientific and technical. 
Corn flour, of conr.se. is an edible, and on account of its cheapness is used for 
mixing with other flours—with wheat flour. 

Q. So far as you know, then, corn flour is largely used to adulterate, as you 
might say, wheat flour?—A. We might say as a cheapening agent. 

Q. As a cheapiuiing agent for wheat flour?—A. Yes. 

Q. Is this cor n ttour you speak of the same as flourine?—A. Flourine is a mere 
proprietarv name for it. 

Q. But it is really the same thing?—A. Identically the s,ame thing. 

Q. If you will, please continue giving ns the uses of the.se otlnrr by-products?— 
A. Starch is usisl for laundry purposes, as a size, and for cotton mills. 

Cj. This staixrh that you secure in the manufacture of glucose sugar is sub¬ 
stantially the same as ordinary (rommerci.al starch used tor all other imrposes?— 
A. It is commercial corn starch. The next iiroduct, which is dextrine, is used for 
adhi'sive com|iounding, making mucilages and also sizes. Thi' corn oil, which is 
to-day the most important by-product in the manufacture of glucose, has .some 
legitimate uses in the manufacture of soft soap, but it is most largely u.sed for 
mixing with other oils, owing to its emuksifying power. It is highly prized in 
Norway, -n'liere it can be mixed with cod-liver oil. It has a fine flavor, which 
makes it desirable tor mixing with olive oil. 

Q. Y'ou say it is u.sed in Norway in the manufacture of cod-livei oil ?—A. They 
mix it with cod-liver oil. 

Q. .And when it is mixed with cod-liver oil it is ordinarily sold as cod-liver 
oil? -A. No; I presume wo get part of it again here in bottles. 

Q. Labeleil as cod-liver oil?—A. Very liki'ly. It is also used, owing to its 
peculiiir flavor, as an edible oil in competition with olive, and it is exported 
largely as a substitute for cottonseed oil. 

Q. When it is used as an edible oil, it is used to take the phu'e of olivi^ oil?—A. 
It is used for blending with olive oil. 

(^. ,lust for blending oil?—A. And .sometimes for reducing the original cost of 
olive oil. 

Q. What is the comparative cost of corn oil as compared with the cost of pure 
olive oil?—A. The high grade of olive oil can not be had in this country for less 
than $1 p(>r gallon, whih^ the highest grade of refined corn oil nnuh- under my 
process sella at 4 cents a pound. It is sold for 4 cents a pound, which means 
about ltd cents per gallon. 

Q. When this is used for blending with olive oil, where is this blending process 
usu,ally carried on, in this country or abroad, or both?—A. It is carried on by 
exporters from tin; old country to the United States—exporters from Italy, France, 
Spain, and Prussia. 

Q. That is. corn oil is sent to those countries, blended there with olive oil and 
is returned here ivs olive oil ?—A. No; as a blended oil. 

Q. As a blended oil?—A. It is mostly a table oil without a name. Table oil. 
(ionipoundcd oil. 

O. Docs it ordinarily, in your .iudgmeut, go on the market to tho retailers as a 
blended oil, table oil, ordoesit go as olive oil?—A. Itgix's mostly under tho name 
of fiible oil. There is no pretense of selling this mixture as pure olive oil, but as 
It is extremely difficult to analyze a mixture of corn oil and vegetable oils, I 
could not tell positively, as a chemist, whether a mixture of olive, corn, and lin¬ 
seed oil, for instance, exists in a given proportion ; it can not be determined by 
qualitative or (piantitative analysis. 

Q- You spoke of a mixture of comoil and linseed oil; in your judgment, is 
that mixture a common one ?—A. When I first refined oil, some 4 years ago, for 
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the American Glucose Company I was rather struck by the similarity of the 
c^racteristics between the poppy oil, which is worth 80 cents per gallon in Bel¬ 
gium, and com oil, and it occurred to mo that by a proper refining process we 
could produce a corn oil in the United States so similar to the ixippy oil that it 
might naturally take its place for painting purposes, for mixing with white 
zinc and white lead, and X think we have succeeded in preventing the export from 
the old country of popjiy oil, at least to a considerable extent, simply because 
poppy oil is worth from 80 cents to $1 per gallon and the same cla.ss of corn oil is 
sold m this country for 30 cents per gallon. 

Q. As far as a mixture of corn oil and linseed oil is concerned, the similarity of 
the two oils is such that it is an impossibility for any chemist to (bterniine the 
presence of corn oil in linseed oil, and as the price of corn oil is mmm lower than 
the price of linseed oil the two oils are trajuently mixed in order to reduce the 
cost?—A. Yes. 

Q. Under those circumstance.s do they go on the market regularly as blended 
oil?—A. It will be impo.ssible for me to toll whether the large producers of lin¬ 
seed oil are making u.se of corn oil, but I doubt it, 1 believe manufacturers of 
linseed oil are selling pure lin.seed oil, but before the prodmd reaches the con¬ 
sumer the two are blended with a view to reducing the cost. 

Q. That is. the blending is done, then, not by manufacturers of linseed oil but 
by large dealersV—A. And by buyers of corn oil. 

Q. And by the manufacturers of paint also?—A. Perhaps, by manufactuirirs of 
paint and putty. 

Q. Is corn oil as good practically for the purpose for which it is used as the lin¬ 
seed oil when blended in this way V—A. It has no injurious efffxds on the fnd.shcd 
product; it cheapens the co.st, and is a slower drying oil tlianlinseed oil, Tbemain 
application of com oil is in the production of sub.stitut(‘s for Brazilian rubber 
(which is exported from the banks of the Amazon) by n procc.ss of vulcanization 
which T have suggested to th(! Glucose Sugar Refining Uompany. Vulcanized 
oils are jmiduced which can be sold for about (i or 7 cents i>(U' pound, while the 
rubber from Brazil is worth §1 pci- pound. Vulcanized corn oil can be mix(!d with 
pure Para rubber in any proportion. The resulting mixture is much softer, less 
elastic than jiuro ruliber, but almost eiiually acid proof. It is largely used to-day 
for cbeai)ening bicycle tires, rublter Ixxits, and in facd, almost all articles made from 
rublier, the differenct! in prici^ being such, from (i to 7 cents for corn rubber to $1 
for the pure rubber article, that tlai mixture gn^atly reduces tlii; cost of tlu! finished 
product. 

Q. You think yourself that tlie product is. on the whole, not so durable or <piito 
so good in most p.'irticulars?—A. It is not so good; it is not so iiwilient. The 
main characteristic of rubber is its resiliency or <dast.icity ; it is not soelastic. but 
I iiresume it is almost as acid iiroof as vulcanized rubber is. 

Q. You yourself have had a great deal of exiterience in comKS'tion with the 
manufacture of these ditf'eriuit products hy the (iluco.se .Sugar Refining Company 
and other companies?—A. I first suggested the manufacture of rubber substitute 
to tlu; Glucose .Sugar Refining Company. 

Q. Tliat is, you were tlut first person thal suggested that in this country?—A. 
I made the suggestion by letter, but I did not believe this process could be 
patented. 

WITNESS FIKST EMPLOYED ItY .IMERKMN (ILUCOSE COMPANY IN CONNECTION 
WITH THE KEFI.VI.Ml OF COKN OIL. 

Q. Will you, before e.xplaining in detail that matter, give us a little of your 
experience in the manufacture of corn oil and of these other products—that is, 
tell us what different establishments you have worked for. what your relations 
with them have been, and how you came to be mnployed by the Glucose Sugar 
Refining Company r—A. Prior to the consolidation of the plants manufacturing 

f lucose in this country I was the chemist of the American Glucose Company in 
eoria. 

<5. In Peoria, Ill.?—A. Illinois. The problem of refining coni oil had lieen 
under consideration for 10 years by that company. 

Q. They had been before that time manufacturing .simply raw oil?—A. The 
raw com oil. 

Q. And they had been considering the question of refining it ?—A. Of refining 
it, and the chemical treatment of corn oil. 

Q. But they had not yet succeeded in finding a process ?—A. They had not suc¬ 
ceeded in finding a process of treating com oil chemically. The problem was 
submitted to me in 1895, 4 years ago. 
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Q. That is, tho probloni of finding a process of refining this oil?—A And the 
utilization ot com oil, which w.as at the time without known industrial applica¬ 
tion, except in the manntacture of soft soaps. I went to Peoria from New York 
and after a chemical examination of corn oil I iin.lertook the solution of that prob¬ 
lem. I went hack to New York and after 1 month of inve.stigation found out the 
prwess by which corn oi could be treated chemically, by which corn oil could bo 
refined and rendered colorhws. I returned to Peoria with my sample.s which 
wire simply laboratory sainples. The president of the company at the tinie, Mr. 
Willitim HfiTiniii, ot Buffalo, anked iiu5 it I could produce the same results in 1 000 
fo n"" I was satisfied that I could obtain the same results’ in 

1,000 gallons quantity, and a refinery was erected under my plans and personal 
siipei vision. It was the understanding under my contract that, in the event of 
the oil not being equal to the laboratory sample, I would not receive any com¬ 
pensation t.ir my services; but it was understood also that it the refinery proved a 
success, and it the oil could be demonstrated to be equal to the laboratory sam¬ 
ple, I would lie given bi cents royalty per barrel. The factory was erected; it 
was J months before I could complete the refinery. At tho end of !1 months the 
fir.st attempt at producing 1,000 gallons was made under my own supervision and 
in the iiresence ot two chemists of the company. The result was that the oil 
imaile m 1,00() gallons ipiantity was far better than the laboratory samples which 
I had biougliL with me trom New \ork. An agreement was entered into by 
which 1 w,as to receive l.> cents per barrel royalty, and as the company at the time 
coiitidctud to iiiako 100 barrelH, it iiit.'aut simply- 

OIUJANIZATION OF TIIK llUJCoSK Sl!()AU HEKININO COMPANY, 

*5- () One hundred barrcds i n what length of time ?—A. A day It 

“very h 'th^ti r-itt i ^ 'nonths- 

a vti j little tinu, at tin the refinery had been proved a succe.ss and when I expected 

takin„ pU,, n fact the consolidation ot all the gluco.se plants in the United 
btate.s undei tlie name ot the (ilucose Sugar Refining Company. 

V. This combination included all the plants in the United States ''-A All but 
one. 1 he consolidation took place before I had received 1 penny of’roya'ltv and 
Ubie'c ' informed as to the financial aspect of tho transaction. tho^Ainerican 
niiiio their plant in Peoria to the 

I n ■ efi a The Illinois Trust and .Savings Bank 

iio, o.ll and sold the plant tor another consideration, which was not a 

wa7worHiTo ‘‘r'' ^ nt the time with a contract on my hands which 

existence ^ tJlucose Company was out of 

PiiiJp'i'sied ■ The refinery which I erected in 

I'toiid p.i.sh( (I ,is ,1 p<iit ot the uHseta ot tlie new eombinatiun. 

(.’ONTUACT WITFI OLUCOSK SUUAR KEFININO (’OMPANY. 

R(*nhmtvmor?,w "'tT' Company ?-A. Yes; the Glucose Sugar 

whicli wsV t no rwuiii-se against the American Glucose Comiiany, 

CViinmnv vvl,7 ^ ‘'"“tract with the Glucose Sugar Refining 

Umipany wiiK.li %\ ah the now combination, so I found mysolf with a contract 

I w is reon^ existence of my contract with the American Glucose Company 

^ ^ m,’ tn tii'k the matter over and demonstrate the 

f'liieo ■ The result of that trip to Chicago was a contract with tho 

t i ZcSefnfa7,‘? ■ The terms ot thirJontr'^ v h 

V.. reV. ttehniiig Company, winch I will now call tho Sugar Trust from this 

IS'r "'"’T’ hi'st ot all, that for a period of 5 years from September-'T 

servi ^ 7 ‘'‘'""’7® ““ niiinnil eompensation of $1,1)00 a year for my professional 

facture uses oil all questions hearing upon the manu- 

us(.s txeatment. and application of corn oil. 

ffiv •nir company-A. If I did any other work 

tiiat poillt realis'E ^'ontract. The contract on 

bindh himself in)t to act as consulting clieinist of any other com- 

S.morcoim;;n':w if'/l" in the mai:,Sreor 

cuga"'o^iu anv snefi ^ “i ’““““Picture of starch or glucose or proposing to 
fea^eifi any such manufacture, or to enter into the employ of or render any 



76 


HEARINGS BEFORE THE INDUSTRIAL COMMISSION. 


services to or Become in any way identified with any such company or firm or 
individual; hut siiid Ernest Mas shall be free to act as consulting chemist or in 
any other capacity for any company or firm not falling within the at)ove prohi¬ 
bition and to engage in any other business than that of manufacturing or refining 
corn oil or the manufacture of glucose or starch."* 

In the ne.\t place, I bound myself to continue my laboratory experiments and 
researches in the production and refining of corn oil, and I also bound myself to 
give the Glucose Sugar Refining Company the exclusive use and benefit in the 
United State.s of .all the results of my experiments and discoveries in that direc¬ 
tion during the period of 5 years. 

(^. Perhaps you can sum up and give us in a word or two .any, other special 
points there may 1)0 in your contract?—A. In the next clause there was this; I 
was to receive an annual compensation of $3,600, and in addition to that X was to 
receive .also 1 per cent on all the proceeds of corn oil turned out under my process. 
A very significant stipulation of this contract which I have faithfully carried out 
is tiiat I bad to waive and release all claims against the American Glucose Oom- 
l)auy wliich I may have h.ad under my contracts, and the Gbicose Sugar Refining 
Company was assuming every )'e.sponsibility of the American Glucose Company. 
It also guaranteed me against any claims which the Ameiacan Glucose Company 
might liave against me for professional services or otherwise. 

Q. Now, after this contract was made you continued your laboratory experi¬ 
ments. making regubar reports to the Glucose Sugar Refining Company?—A. In 
.accordance with the terms of this contract I made i)ractically .an assignment to 
the Sugar Trust of all my processes, and started my experiments again in New 
York (.dry, and have from that time sent laboratory reports every month cover¬ 
ing the I'esults of my investigations during the month. I declined three proposi¬ 
tions made to mo by other concerns owing to the e.\i.stence of this contract, and I 
received exiictly on the 1st of each month, for a period of U months, a check of 
$;!IK) coveiing my monthly compensation as per contract. 

t^. That sum you say you have received for 14 months?—A. For 14 months 
consecutively I have received covering my monthly compensation. 


COMPANY Dll) NOT LIVE UP TO THE CONTKACT. 

Q. When did that period of 14 months end ?—A. I have never received a monthly 
statement of the oils sold. There is a clause in our contract which specifies that 
monthly statements shall be rendered by the Glucose Sugar Refining Company to 
Ernest Mas, showing the amount of prepared or refined oil .sold, and payment 
shall be made monthly to Ernest Mas, based on the amount of said oil sold, upon 
the ba.sis of 1 per cent on the amount of such sales, as per contract. 

Q. That is, they lived up, for a time at any rate, to the part of the contract 
which stated that they were to pay you .S3(K) a month, but they did not render these 
reports on the corn oil manufactured?—A. They did not render the reports on 
the corn oil manufactured. I have never received a monthly statement for the 
oil sold, so I made a demand for monthly statements from the company, but 
I have not received any report yet. 

Q. At what time did you make this demand for a statement ?—A. Four months 
after our contract was made I made the first one by letter; I did not receive any 
reply, but received on the 1st of each month $ilOU for my salary. I waited until 
the end of the year, thinking that, perhaps, I would then receive all the state¬ 
ments for the months past. So at the end of the year I made another demand for 
my 1 per cent commission as per contract, which I have not received as yet. 

Q. That was at the end of the year 1898 ?—A. It was at the end of the year 1898. 
I received my last check on the 21st of December, 1898. 

Q. Since that time you have had no further salary from them ?—A. Since that 
time many peculiar things have happened. I did not know when 1 entered into a 
contract with the Sugar Trust what was in store for me. I thought that my 
attributions would bo those of a chemist, when, to my great surprise, 1 received 
one day from the company, instead of my monthly statement, a very significant 
letter. This letter is signed by the president of the company: “I inclose some 
literature which we are having prepared to offset newspaper talk about the 
unwholesomeness of glucose, starch, etc., and would like to have you sign the 
petition and also to interest as many of your friends as i)OHHible in doing the same. 
(Signed) C. H. Matthiessen, president Glucose Sugar Refining Uompany." 


* See contract at end of testimony. 
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WITNESS KEPUSED TO SION TESTIMONI,VI.S. 

Q. What was tho nature of this petition ho wislied yon to sijin?—A. First of all 
there was a copy of the bill introduced in the Senate of the United States by Mr. 
Mason on tho subject of mixed flour. I did not at first understand what all this 
meant. I kept all those papers; I did not sign any testimonial, and I do not pro- 
po.se to sign any. I do not consider that the attributions of a chemist ,aro to sign 
te.stimonials, but to attend to his business as a chemi.st. 

Q. Did you think that these testimonials that you were asked to sign wouhl 
give a false impression to anyone who might read them?—A. It was uiy impres¬ 
sion that I could not consistently sign a testimonial which was evidently intended 
to counteract a legislative measure. 

(j. That is, a law has been pa.ssed providing for tho prevention of tln^ adultera¬ 
tion of foods, and they asked you to sign a testimonial whicli would say practi¬ 
cally that there either was no adulteration or that the adulteiation was not 
injurious. Was that the nature of the testimonial?—A. It was iiractically to 
state th.at flourine, or whatever it is—gluco.so—in fact, all the by-products manu¬ 
factured by that branch of tho sugar trust, called tlie Glucose Sugar Refining 
Gomiiany, W(!re all right. 

Q. Tb.at all their products were of legitimate uses, or articles of food ?—A. 1 
did not think I could sign that paper, and I did not .sign it. 

Q. You could not conciontionsly, as a chemist, sign tho paper ?—A. I do not wish 
to commit myself too far in this matter. I did not feel like signing tliat paper, 
.simply because I was not satisfiisl, and I am not yet satisfiecl, that flourine is 
ecpial to wheat flour, th.at glucose is as good as sugai’, that corn oil is as good as 
linseed oil, that corn cake is as good as flaxseeil cake, and tliat the rulihcT suhsti- 
tute maihi from corn oil is as good as rublier. 

Q. They tiractically asked you to sign that statement wliieh would have declared 
that tho products of tins Ghnsrse Sugar Refining Company were equal to the 
genuine products you have mentioned?—A. It was pra(dically that. Tlie ne.xt 
bill which 1 received was from Mr. Brosius. This was to prevent adulterations 
or branding or imitation of foods, beverages, candies, drugs, or condiments in tlie 
Di.strict of Columbia and Territories, II. B. 0154. I did not pay any attention to 
that either. 

Q. For tho same rea.son?—A. For tho very same rea.son. The ne.xt one was 
from Mr. Pearce, of Missouri. 

Q. That is, the bill was introduced by him; but you received the.se bills, I under¬ 
stand, from the president of the Glucose Sugar Refining Company ?--A. And the 
request to sign the testimonial to the effect that the goods manufactured by the 
company were, to use tho words of the iiresident of tho companv, "In order to 
offset the newspaper talk about tho unwholesonieness of our products." I have 
not signed these papers yet and I do not intend to sign them. 

THE PATENT ON RUBBER SUBSTITUTES. 

Q. Were there any other reqne.sts made by the Glucose Sugar Refining Com¬ 
pany that you thought, as a reputable chemist, you could not accede to?—A. 
Hero is another one; my attention was called in tho month of December, 18!),'<, to 
the fact that a party in Ohio, Mr. William K. Leonard, of Piqna, Ohio, had 
invented a pnxiess for the transformation of corn oil into rubber substitutes. I 
immediately notified the company that my attention had been called to that 
patent, but not knowing who the patentee was, I told tho company that I was not 
prepared to make any comments as I had not seen a copy of the specifications 
which I had already sent to Washington for, but that I could challenge the valid¬ 
ity of such patents at any time. 

Q. That IS, you had seen a notice that this patent had been applied for?— 
A. (Interrupting.) I had notified the comimny. 

Q. But in your judgment there were no grounds for is.suing such a ixatent, 
because the process was already known ?—A. The process has been known for 
alxrat 50 years in the old country, and is public property, and I did not think it 
could be patented at all, so I wrote to tho company that I was ready as the 
chemi.st ot tho company to challenge the validity of that patent. I did not know 
who was the patentee at the time, and I do not know wdio the patentee is to-day, 
and I am very much surprised to see that a patent is granted to tlie sugar trust, 
or at least that branch of tho sugar trust which is named the Glucose Sugar 
Refining Company. 

Q. You say the patent was granted to that organization ?—A. No; it was 
granted to Mr. William H. Leonard, of Piqua, Ohio. 
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Q. Blit yon think tho patent is practically controlled or owned by the Glucose 
Refining Company?—A. I havenoinfonnation regarding what i.s really patented, 
but I see that the specifications of this patent are practically worded in the very 
same terms as my chemical report sent to the company 8 months before. 

9- If I understand, then, this matter which i.s connected with tho iiatent is 
this: that you had made a special report to tho company on tlie manufacture 
of a substitute for rubber from corn oil?—A. Yes, thi.s was made on October 
26, 1897. 

Q. That some months after this process was patented by some person unknown 
to you; that when you received specifications of the patent you found that these 
specifications were worded almost exactly the same as your report to the com¬ 
pany had been ?—A. Almost exactly the same. „ 

Q. That nevertheless you believed tho process is one that could not properly be 
patented because it had been known for some .W years?—A. That is exactly 
the case. 

Q. You believe, then, that the president of the Glucose Sugar Refining Com¬ 
pany, to whom your report had been made, .secured this patent which you 

believed to be illegal?—A. 1 can not say that positively, but I can say this- 

Q. You believed it to be so, from the fact that the specifications of the patent 
were substantially the same as your report to your president ?—.\. It looks 
that way. 

Q. That is the point that I understood you wore making?—A. It looks that 
way. Now, what .surprises mo more than anything else is this, a reipiost from 
the company to me as chemist; ‘‘ Please send yonr next laboratory report in the 
fonn of an affidavit covering your investigations as an expert in tho manufacture 
of rubber substitutes, the date of your experiments in New York, the <late of the 
first commercial production of the .same.” Tln^re are 15 or 16 imiuiries which 
I shall not name. 

Q. It amounts to this, I judge, from what you say: they ask you to make an 
affidavit to show this was not patentable?—A. They wrote mo to make out an 
affidavit so as to bo ready in the event of any legal action that might be resorted 
to by parties interested in the Leonard patents. 

Q. You having had a long and thorough experience in the m.anufacture of 
rubber substitutes they wanted your next laboratory report in the fonn of an 
affidavit, in studi a way that they could defend the manufacture of this rubber 
substitute against any suit that might be brought by this jiatentee ?—A. I knew the 
Glucose Sugar Refining Company was contemplating the manufacture of rubber 
substitutes and wanted me, of course, as a chemist, to assist them; but I did not 
wish to commit myself again by signing a paper which I could not conscientiously 
sign becau.se the process could not be patented, anil so notified the pre.sident of the 
companythat I was ready to go to Chii'.ago whenever my .services were needed, or 
to appear in case that any action should be taken by the patentee of the rubber 
substitute process. 

EFFECT OF THE GLUCOSE SU0.4K REFINING COJIPANY ON PRICES. 

Q. You can perhaps now tell us something with reference to the control that 
the Glucose Sugar Refining Company has over the market; in the first place, you 
said, I believe, that the company included all of the plants of the kind in the 
country, with tho exception of one, when it was first org,ariized ?—A. Except one; 
90 or 95 per cent of the production of glucose in the United State.s. 

Q. Is that condition substantially the same at the present time ? Do they still 
control 95 per cent of the output ?—A. From 90 to 95 per cent. 

Q. What has been the effect of this control of the combination upon the prices 
of the product?—A. Before answering that question it .seems to me I ought to 
mention one fact, the re.sult of my not signing tho.se testimonials. It was simply 
this: I have not only failed to receive my monthly statements, but from the very 
day when I declined to sign those papers I have not even received my monthly 
check. So I find myself to-day with a .5-year contract with the Glnco.so Sugar 
Refining Company, ffinding me not to give my services to anyone else. I have 
as.signoa all my proce.s.se8 to the branch of the Sugar Trust which I call the Glu¬ 
cose Sugar Refining Company; I have instracted the chemist of the company how 
to refine com oil, and from the 1st of January I have not received a single dollar 
of compensation. 

PRESENT RELATIONS WITH COMPANY. 

Q. (By Mr. KENNEDY. ) Have you taken any legal action against the company?— 
A. It IS my intention to do so when I see I have been waiting long enough. I 
intend to take such steps as soon as my legal adviser says the time has come. 
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Q. (By Mr. Jenks.) Then, if I nTiderstand you, the .situation ia about this ; In 
your own belief you were cut off from receiving any further salary becau.so you 
declined to sign some testimonials which you could not conscientiously sign? 
You believed you were living up to the terms of your contract fully and com¬ 
pletely, and that signing testimonials was no part of your work as a chemist, 
particularly testimonials which yon believed would mislead the public ?—A. I 
could not sign conscientiously, that is it. 

Q. (By Mr. Ke.vnepy.) Have you had any fornml notification by the company 
of the severance of your relations ?—A. The company has informed me that I 
could not enforce my contract. I replied to the president of the company that 
this contract is in force until the 37th of September, l!)b3, and that it is entirely 
out of the iiowcr of the pre.sident of the sugar trust and any man’s power to cancel 
this contract without mutual consent. 

(jUKSTION OF 1'ltICF.S RKSUMEI). 

Q. (By Mr. Jenks. ) That give.s, then, at the present time, .substantially what your 
relation to tliis combination i.s. so far as your personal relation goes. Now, may 
we take uii this fpie.stion of prices ? What has been the effect of the combination 
upon the prices of the products made by it?—A. When I was first engaged by 
tlie American Glucose Company the iirice of gluco.se was about 80 cents iier 
liundred. The consolidation took place, and if 1 have a clear understanding of 
what a trust means from an industrial standpoint,it is to reduce the e.xpense and 
conseciuently to reduce the price of the fini.shed jiroduct. A Utile wdiile after the 
trust was formed the ])rice of glucose went up to SbliO, or 1110 per cent above the 
the price iirior to the combination. The price of gluco.se to-day, I believe, is $1.35. 

Q. Whereas before the combination was made it was about 80 cents ?—A. It was 
about 80 cents. 

Q, As regards the effects on the prices of the other products?—A. In the line of 
corn flour I can not tell e.’iactly. liecau.se the apiilications of this product are so 
secret that it is inipossilile to get data. 

y. I uudm-stand by that slatement that there is not an open market for this 
corn flour ?—A. There is some market for corn flour so long as it is offered iis com 
flour, but so long as we have wheat wti shall not buy corn flour, because wo can 
not produce a quality of bread which is acceptable from corn flour. 

CJ. In your judgunuit, then, a large proportion of this corn flour manufactured 
by the Glueosu! .siig.ar Kefining t’ornpany goes into the hands of flour manufac¬ 
turers for mixing with wheat flour, and is not sold in the open m.arket ?—A. Yes; 
it is offered in the open market, but not as being eipial to wheat flour. 

y. The reason I put my question in this form is this; You said you had been 
unable to d(;t(!rniine the effect of this ccjiubin.ation on the i)rice of corn flour, and 
I inferred that if the i)roducts were sold regularly in the open market you could 
have discovered that ea.sily.—A. The only thing I have been able to find out yet 
was through a mici'os(;opic examination of tlu! Minmjapolis flour. I have ex.am- 
iued some samples; I have found s(jm(! startling results. It is extremely difficult 
to trace the presence of corn flour in wheat flour. The Ix.'st experts are often 
misled by the method of grinding. Microseiqiic examination shows a difference 
in texture which has enabled me to detect the presimco of corn flour in wheat flour. 

(J. So you have found corn flour mixed in wheat flour in some Minneaiadis 
brands ?—A. In the samples submitted to nu; from Minneapolis. The s,amples were 
s(‘nt to mo without any n.ame, and I can not mention the name of the concern that 
mixed corn flour with wheat. 

y. Now, can you tell us tho effect of the combination upon the pirices of com 
oil?—A. Upon prices of corn oil the resiilt has been about the same. Corn oil 
which used to sell f(jr $3.3.'> per 100 pounds is worth to-day 4 cenfis per jxmnd. 

y. That ir,it has gone to $4 per 100 iHumds?—A. Whether the increase in price 
is duo to my process of refining corn oil or to some other cause I do not know. 
The dilemma is simply this; If the price is due to the refining process it is admis¬ 
sible that tho refined product commands a higher figure than the crade. 

y. This price, then, of $3.3.5 was for crude oil?—A. It was for crude. 

CRUDE CORN Oil. SOLD FOR REFINED. 

Q. And the price of $4 per hundred quoted to-day—is that for refined oil or for 
the crude?—A. It is for tho refined. It is supposed to lie for tho refined, but I find 
out that samples are submitted to me by my former clients who have lieen charged 
4 cents, or $4 per hundred, and which are not samples of refined oil, but simply 
crude oil. I have called the attention of the company frequently to that point. 
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Q. Then this oil that was sold to some of yonr fonner clients for $4 a hundred 
as refined oil when submitted to you tor analysis was found to bo crude oil?—A. 
Crude oil. 

Q. Your inference from that is that the Glucose Sugar Refining Comirany at 
the present time is selling crude oil under the name of refined oil?—A. That is the 
way it looks to me. 

Q. And getting refined-oil prices for it?—A. In .some instances.' 

(J. You say you have received complaints from your fornnu' clients to this effect. 
About how many such complaints have come to you? Can you recall?—A. Oh, 
about 20. 

Q. From different sections of the country?—A. From Alabama, Maryland, New 
York, and many other States which I do not remember. ,, 

Q. So that this custom of selling crude oil under the name of rchned seems to 
be quite widespread in your .iudgment?—A. It may bo that a mistake has been 
made, but I have called the attention of the company to the fact. That is all I 
can d<i. I have nothing to do with the commi-reial part of the enterprise. The 
only thing I could do was to call the attonthm of the company to the fact that 
people had been chargt'd refined-oil prices for crude oil. 

tj. Is it difficult for a person who is not an e.vpert to distinguish between crude 
oil and refined oil?—A. Tlie con.siimer of corn oil in largo (piantities will recog¬ 
nize it imnn'diately without being an e.vpert. It can be recognized by what is 
called the organoleptic test, which is a t(‘st by looking at it through a glass. 

Q. Is this test one that would be apjdii'd by the ordinary (mn.sumor?—A. The 
large consumer would aiiply it. The small consumer would not. 

y. Are these complaints that come to you largely from the smaller concerns?— 
A. From jolibers mo.stly. 

Q. What is the difference at the i>rescnt time between the pri<« of the crude 
jirodnct and tile refined product, so for as tbemarki't quotations go?—A. I have 
endeavored to get tho.se ipiotations from the company, but I have never been able 
to get a I'cply on that subiect. 

Q. And these prices are not quoted regularly in tlie trade jiapers?—A. The prices 
are fixed. I am satisfied as to ttiat. And that is where I have found out that I 
had to deal with a trust. I did not know what a tnust was until I found out I 


wa.s dealing with the genuine article. 

Q. Let us go back to the oth<>r point for a moment. What, in your judgment, 
is the principal difference in value between the crude oil and refined oil?—A. It is 
the difference between $2.2.') per hundred and $4 per hundred. 

Q. Now, if I understand you, you mean to say that the effect of this combina¬ 
tion upmi the prices consists simply in their selling crude oil under the name of 
refined and at the proper prices for refined'?—A. The effect of the combination 
has been this: One hundred thousand bushels of corn iire used, from which, in my 
opinion, 000 to 6(X) barrids of coni oil are recovered. This quantity of 000 or COO 
baiTols I shall put at 200.000 pounds per day, basing my calculation on .000 pounds 
to a barrel. The difference in price between .$2,20 anil 4 cents gives a difference in 
price in favor of the new process which amounts to .$4,000 a day advance price for 
the compiuiy on corn oil alone. 

Q. They liave advanced the price enough so that it’gives them an added income 
of $4,000 a day on corn oil aloile?—A. It was not a question of salary which 
induced me to join the Glucose Sugar Refining Company. It was the question, 
under the contract, of that 1 per cent which was the inducement offered mo to 
join that concern. Some information has reached me to the effect that last year 
$1,7.')0,000 worth of corn oil, suiiposed to bo refined oil, was distributed in the 
United States and abroad. This is what I have been able to trace. On a bhsis 
of 1 percent, I ought to get out of that $17,500 commission, which, ivith my salary 
of .$3,000, was shown to me by the jiresidcnt of the company to be a sufficient 
inducement to sign a contract for five years for my services—for the exclusive use 


of my services. 

Q. Let us go back to the question of the price for a moment. Was there any 
market price at all for refined corn oil Irefore the trust was formed'?—A. Corn oil 
was a dnig in the market at the time. It was absolutely impossible to sell it. 

Q. It must have been sold at some price. You were manufacturing refined oil 
there at Peoria with the American Glucose Company at that time. Do you know 
what Tirice they received ?—A. For crude oil f 

Q. No; forrefined oil. There was a short time, if I undersand correctly-A. 

(Interrupting.) $.3.50. , . , 

Q. (Continuing.) After you had built a refinery before the trust was formed ?— 
A. i3..50 for the crude oil. For a while they were receiving $3..50,to $3.75. 

Q. Now, the difference in price between that day and the ]iresent for the refined 
oil7provided that any refined oil is sold now at all, would be 8imi)ly the difference 
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between fS.50 and $4; ia that right?—A. la it not in that caae aa it has been in 
another case which I have read abont ? It comes from the same tank. If a man 
insists npon getting 4-oent refined oil, he gets it; if he does not, he gets the cmde 
and he gets ^rged 4 cents. 

Q. The main effect, then, has been that they are selling cmde oil for refined 
quite generally. Now, can you give us the effect of the combination upon the 
price of any other of their products? You have spoken of the glucose, which is 
double in price, and of its effect upon the price of com oil. How about its effect 
upon other products?—A. It is impossible, as I have already said, to get quota¬ 
tions on what they term flourine unless you are an insider. As to rubber sub¬ 
stitute, I can not sign this affidavit to the effect that the process can be patented, 
because, in my opinion, it can not be patented. 

Q. What has the effect upon the pnce of mbber substitute been ? Is there any 
increase in the price of that?—A. People do not like it; it has some drawbacks 
which do not appear at first. Of course, the reduction is such that it is an induce¬ 
ment to use mbber substitute in place of para rubber, but I am under the impres¬ 
sion that this process is not a success. 

Q. You are not able to detect in the market any difference in the price of this 
mbber substitute as time goes on?—A. In fact, the sugar trust controls practi¬ 
cally the entire production of com oil and mbber substitute in the United States. 

Q. So that, in your judgment, they fix the price at whatever height they think 
win bring them the largest net income?—A. Yes. 

value of plants and capitalization op glucose sugar refining company. 

Q. You have spoken once or twice with reference to the price at which this 
corn-oil refinery, that you put up in Peoria, was sold to the Glucose Sugar Refin¬ 
ing Company. Can you jpve us any information with reference to the value of 
the plants that are consolidated in the Glucose Sugar Refining Company as 
compared with their capitalization ?—A. I can not (five a very accurate estimate 
or apmoximation, but I believe that $6,000,000 would be a fair price. 

Q. Do you believe that the plants they have now could be reproduced for 
$6,000,000?—A. Not including the real estate. The real estate constitutes most 
of their value. They are mostly old worn-out plants. 

Q. Can you give an estimate that you think would be fair and conservative as 
to the value of all the plants they have, including the real estate, at the present 
time?—A. $6,000,000, 

Q. Including the real estate. What ia their capitalization ?—A. $40,000,000. 

Q. Have you taken any special pains or made any careful study of the value of 
these plants in order to make this estimate that you put on them of $6,000,000 ?— 
A. I have seen them as a chemical engineer; and it is as near as I could make 
an estimate if I had to furnish one to another manufacturer. 

Q. Do you know what dividends this company has paid npon its $40,000,000 
capitalization?—A. I understand that the companyis paying 1$ per cent dividend 
quarterly. 

Q. Five per cent a year?—A. Yes. 

( Q. On $48), 000,000 capitalization?—A, On $40,000,000 capitalization. 

Q. You spoke of having yourself built this corn-oil refinery. Can you tell us 
approximately or accurately how much it cost to build it ?— A. Approximately, I 
believe I could. We put in machinery, apparatus, building, and connections, but 
I believe that not over $85,000 was invests. 

Q. Not over |86,000. Do you know what price was secured for that when it 
went into the combination?—A. You mean for the assets? 

Q. Of this one plant; yes.—A. It is a matter of public report or record, I 
guess, that half a million dollars was the price of it at the time. 

Q. It was put in at half a million dollars?—A. That is what I read; I do not 
know where I have read it; I can not tell exactly where I have read it; and I will 
only give that as my opinion, 

RELATIONS OP OLCCOSE SUGAR REFINING COMPANY TO THE SUGAR TRUST. 

Q. You have spoken several times of the Glucose Sugar Refining Company as 
part of the Sugar Trust. What reason have yon for thinking that the two are con¬ 
nected in any wajy ?—A. I have simply this reason. When I entered into the con¬ 
tract with Mr. Matthiessen, after the experience I bad before the consolidation, 1 
wanted to know if the corporate existence of the Glucose Sugar Refining Com¬ 
pany would last at least S years. That was the time of my contract. Mr, Mat- 
meseen told me himself that Mr. H. O. Havemeyer was his uncle, and gave me a 
gentle hint that there was before me the opportunity of my life, of becoming 

8^ a * . . '6 
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the chemiat of the Sugar Trust. ■ I did not understand at the time what it meant, 
but I understood with such a guarantee, moral guarantee, as that of Mr. H. O. 
Haveraeyer I had nothing to fear about my 1 per cent and my salary, so I signed 
that contract for o years. But I have no tangible proof of a combine existing be¬ 
tween the Grlucose intere.st and the cane-.sugar interest. 

Q. You say you have no proof of that?—A. I have no proof of that. I infer 
simply from what I have been able to see during my 30 years’ experience. 

(^. What relations exist between the uses of glucose and the uses of cane sugar 
which would make it advantageous for the two to be combined? Are there any?— 

■ A. The gluco.se sugar does'not conflict in any way with the cane-sugar market. 
Gluco.se is worth ,$1.3.5; sugar i.s worth a great deal more. I believe that the e.xist- 
enco of the Glucose Sugar Refining Company is due entirely to that»cause, which 
1 may call the law of demand and supply, which calls for an article cheaper than 
pure cane sugar; and it i.s with the Sugar Trust as I believe it is with any other 
concern. When a corporation has established a name for tlie sale of a pure arti¬ 
cle. such as crystallized sugar, and the dtmiands of the trade are for cheapening 
compounds, the mother house, if I can c.all it that, creates another house. 

Q. A related house?—A. A related house under them, whose business is simply 
to suiiply the trade which the parent hou.se doi^s not care to supply. So I believe 
there is a_combine exi.sting between the Glucose Sugar Refining Company ami 
the American Sugar Refining Comjiany; there is at least an understanding. 

Q. That is, there are certain uses to which gluco.se can bo put that, if it were 
not for the existence of glucose, would have to be supplied by sugar, as. for exam¬ 
ple, the manufacture of clnai]) candies, or something of tliat kind?—A. I believe 
that when we get the new sugar-jirodncing countries to giving us all tlu' sugar in 
the raw condition, there will bo no reason for the existenccof any glucose concern 
in the United States. 

(^. That is, you think that raw sugar irtll nUini'iicly come from Cuba, the 
Philipinnes, etc., anil be as cheap snbstanti.ally as glucose is?—A. Then sirups 
can be made which will be free from sulphuric acid and from all the objections 
that glucose sugar- 

Q. You think that glucose sugar is objectionable on account of the presence of 
.sulphuric acid'?—A. On account of its mineral acid reaction. The four legs upon 
which the Glucose Sugar Refining Company stands to-day are. glucose as a cheap 
substitute for sugar, com flour as a che.ap substitute for wheat flour, corn oil as 
a cheap substitute tor linseed oil, corn-oil rubber as a cheap substitute for nibber. 

I do not wonder that the American Sugar Refining Company do not care to put 
their names on the biirrels of goods manufactured by tlie Glucose Sugar Refining 
Company. 

Q. (By Mr. C. J. Harris.) Do I understand yon to say that the American 
Sugar Refining Company puts their name on?—A. No; I say I am not surimsed 
that they do not. To come back to my own personal contr.act with the company, 

I have reason to say that the Sugar Tru.st believes that it is the understimding of 
our contract that 1 am engaged as a chemi.st to sign testimonials in order to offset 
new.spai)er talk, to indorse affidavits on legal point.s which I do not understand, 
and to work simply to counteract legislative measures. 1 shall not bo a jtarty to 
.such schemes. 

Q. (By Mr. Kennedy.) I.s there anything in that contract which could possibly 
bo constraed so that you would bo called upon to perform such duties for the Glu¬ 
cose Sugar Refining Company'?—A. If there had lieen such a clause I would not 
have signed the contract. 

EXTENSIVE INTERESTS OF THE SUOAR TRUST. ' 

Q. (By Mr. Jenks.) You will perhaps put a copy of that contract in evidence, if 
you have a copy here. You have explained some of the evils which come from these 
combinations-ythe increase of their prices, etc. Can you suggest any remedy ?— 
A. As a chemical engineer, 1 believe in combines which are intended for econom¬ 
ical purposes to reduce the cost of production, but I do not believe in combines 
the effect of which is just the reverse. We have not reached the time that we 
may be afraid of the universal trust; but if that trust should ever come it will 
not come from the Beef Trust or the Standard Oil Trust. They manufacture a 
great many by-products, no doubt, but they do not manufacture one-tenth of the 
products manufactured by the Sugar Trust. I was at first under the impression 
that the Sugar Trust was simply manufacturing sugar until such a time as I 
found out that they were interested in almost anything and everything, from glu¬ 
cose, I should have said, to rubber boots. I do not believe that Mr. Rockefwler 
will ever have anything to offer to Mr. Havemeyer, and I do not believe thatMr. 
Armour will ever have anything to offer to Mr. Havemeyer; but I do belid^e tiiat 
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the time will come when Mr. HaveJneyer wiU be able to sell to Mr. Rockefeller 
enough com oil to revolutionize the entire production of linseed oil in the United 
States, and to Mr. Armour all the feed stuff that he may need to run his stock 
yards. I liave read about the proposed billion-dollar combine of brewers. I should 
like to ask a brewer what he would do if the Glucose Sugar Refining Company 
should tell him that he could not get any glucose. He could not make his beer. 

Q. You mean that practically all the beer in the country at the present time is 
manufacturod with glucose?—A. I simply wish to point out that if there is a dan¬ 
gerous trust—if tliere has ever been any danger from a trust—it is the trust which 
controls all the sugar, the breweries, the corn flour, the corn oil, and rubber sub¬ 
stitute of this country. 

Q. Is glucose used regularly in the manufacture of beer?—A. Glucose is used 
as a substitute for yeast in the raanuf.acture of beer. 

Q. Do you think that use is quite general?—A. Almost universal. 

Q. Do think that the glucose u.sed in the manufaiiture of becT and che.ap can¬ 
dies is deleterious or injurious to health?—A. I am not a physician, and I can not 
give yon an answer that would bo of any weight. I have simply conducted e.^peri- 
ments with tin! view of finding the action of glucose upon membranes of a vege¬ 
table nature, but not upon membranes of the stoumch. because, as I say, I am not 
a physician. The rc.sults of my inve.stigation, I consider, belong to the company, 
and I do not feel at liberty to mention that h(*re. 

Q. The same iuiswer would apply, would it. to the (piestion as to the nutritive 
power of corn flour as compared with white flour?—A. 1 do not question the 
nutritive power of corn flour. 

Q. Do you think it is ecpial to that of white flour?—A. Opinions are divided on 
that (lues'tion. I have read the opinion of Profe.ssor Wiley, and I have agreed to 
some e.vtent with his views; but there is a fact which remains, and that is that it 
is utterly impossible to make an excellent mixture of white bread from cc>rn on 
account of its lack- 

Q. (Interrupting.) Are the processes used in the manufacture of glucose and 
corn oil and in refining corn oil the same processes w'hich you yourself discovered 
in part?-A. Most of them. 

Q. Most of them are u.sed by the Glucose Sugar Refining Company?—A. It 
would be unwise to patent a iirocess wliich is based upini a combined application 
of mech.mics .and chemistry. 

Q. So the jirocesses are not patented, but are kept secret for the manufacture ?— 
A. Yes. 

A J'.KMEDY FOU Till! KV1I.S OF C'OMUINATION. 

Q. I asked you some time ago if you had .any remedies to suggest for the evils 
that you think are associated with some of these combinations. Have you any.'— 
A. I do not wish to say anything that would be detrimental to the company, but 
I wish to speak about trusts in general, basing my remarks on personal experi¬ 
ence. I lielievo that there is a remedy. It was suggested not long ago that, pro¬ 
viding we can find a proper definition for a trust from an industrial standpoint, 
from a monopolistic standpoint, goods manufactured, staple goods, or food 
products manufactured by foreign concerns in the same lines, be admitted free 
of duty. 1 do not agive with that view of the situation. I believe there is a 
better remedy than that, and Unit is tor the United States to put an internal tax 
on goods manufactured by corporations controlling the trade. Take, forinstance, 
corn oil. A great many pjeoplo write me, “ We want to get a carload of corn oil.” 
I have nothing to do with the commercial part of the institution, but they can not 
get that corn oil and consequently the demand is greater than the available sup¬ 
ply. There is no question, therefore, as to the Sugar Trust controlling entirely all 
the products and by-products derived fi-om glucose in the United States; and, in 
my opinion, when a corporation has reached a point where it controls not only 
the trade but fixes the prices, disregards contracts, disregards patents from other 
people—there is one. for instance (producing paper)—it is time for the Govern¬ 
ment to step in. 

Q. Do I understand you to say in this case-?—A. There is a man that has 

a patent on corn oil. 

Q. That they arousing regularly ?—A. They do not care anything about that. 
This man would be a very good witness before the commission, I guess. He is a 
man of very high standing and integrity—Mr. George W. Banker, of New Y'ork. 
I was saying that when a corporation or concern has reached such a point, it 
swms to me that, with my limited knowledge of economics in this country it is 
high time for the United States Government to step in; and the only remedy 
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which I suggest would he to put an internal-revenue tax on things the use of 
which is not fully known and the production of which is not possible by any 
other concern. 

Q. That is, you would put an internal-revenue tax on monopolistio products 
manufacture in this country?—A. Instead of free import duty from other 
countries. 

Q. (By Senator Mallort.) Would not the consumer have to pay that tax 
ultimately ?—A. I can say this: There is a point where the consumer will have to 
pay the tax temporarily, but ultimately he would buy less com oil. When I 
joined the company he paid |2.85 per 100 pounds. It is impossible to-day to get 
com oil for less than $3.75 to $4, which is about 75 per cent higher than it would 
be to jmy an internal-revenue tax of 80 or 40 per cent. The consunJfer would pay 
about one-half or one-fourth the tax, about one-half or one-fourth of the increase. 

Q. Do you think that there would be an advantage ?—A. It seems to me that all 
products the use of which is not perfectly clear, such as flourine, com oil, and 
mbber goods, should not be controlled by one corporation, but by the Government. 
It is my study of the question and my personal experience that has led me to this. 

Q. You think they should be under inspection by the Government, and that if 
an internal-revenue tax were levied on them they would be brought under the 
inspection of the Government: is that the idea?—A. And further than that, it is 
giving too much power to one man here to give him the right to dictate to any man 
in the country what he should do and what he should not do. 

COMBINATIONS AND THE TARIFF. 

Q. (By Bepresentative Bell.) Yon spoko of the remedy of taking the tariff off 
an article that is syndicated. Would it be any benefit in a case like petroleum or 
coal oil. where you have practically no competition ? The tariff would not help a 
syndicate like the oil syndicate, would it?—A. I do not ^uite grasp the question. 

You were speaking of the proposed remedy of takmg the tariff from any- 
thingthat is formed into a tmst. Now, suppose it were iron, or steel, or petroleum, 
or mbber, that we can now beat the world on, would that be the remedy at all ?— 
A. There is a distinction between those two—between the two classes of products— 
and that distinction is this: Take the Standard Oil Company, for instance; any 
man can discover an unlimited quantity of oil to-morrow and be in a position to 
compete to a great extent with the Standard Oil Company, but no man can organ¬ 
ize an institution that will be able in 24 hours to compete with the Sugar Trust, 
because it does not require the discovery of a mineral product to be enabled to 
compete. It is a question of years and years of organization. The best Ameri¬ 
can mstitution, as far as organization is concerned, I once thought to be the Stand¬ 
ard Oil Company. I think I know better to-day. I do not believe there is a 
single barrel of com oil shipped from Chicago to Russia which is not traced from 
the moment it leaves the factory until it reaches the consumer. 

Q. You do not ship to Russia, do you?—A. We ship to Russia because there 
they do not know how to make com oil to-day. They do not know how to make 
glucose. The United States has a monopoly and controls com oil. For this rea¬ 
son the remedy, based upon the suppression of the import duty, would not be a 
remedy at all. 

Q. Would it be a remedy for iron, or steel, or mbber ?—A. That may be another 
case. Being an expert only in this line, I can not express an opinion on any other. 

Q. We are shipping iron and steel right into London at the present time?—A. I 
can not express an opinion upon iron and steel. My 20 years’ experience has been 
in com oil, glucose, and sugar. 

Q. It seems to me if you had your internal tax on the products of the tmst they 
would simply put it on the consumer?—A. The internal tax would certainly not 
be 100 percent unless it was deemed advisable by the Government to put it so 
high. I spoke simp^ of products the use of which is not perfectly clear, such as 
the products of the Glucose Sugar Refining Company. 

Q. You do not doubt at all, do you, but what the Standard Oil Company is a 
trust?—A. I do not consider the Standard Oil Company a trust; that is a pretty 
wild expression of opinion. I recognize a distinction between a tmst and an abso¬ 
lute monopoly. 1 believe we may consider that the Standard Oil Company has an 
abMlute monopoly of petroleum. 

Q. What would you do with an absolute monopoly like that? What remedy 
woiffd you propose?—A. 1 have suggested a remedy in the case of which I am 
speaking. I said 1 would not feel justified in expressing* an opinion on some 
other question. , 

Q. You say you believe in combination. You do not believe in combinanons 
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like that?—A. I do not believe in combinations like that. I believe, as a chemical 
engineer, in simplifying; and it seems to me the immediate result of a combine is 
tosimpUf y. There are certainly good points in combines which should be taken 
into consideration. If the aim of combines is to reduce the cost of production, 
I am certainly in favor of them; but when the evident purpose is to monopolize 
trade, to control and regulate the consumption, the question is simply this; To 
tod out first of all a proper definition of a trust—I come again to the original 
question—and then the Government should step in, it seems to me. I have noth¬ 
ing to suggest except an internal-revenue tax on goods the use of which is not 
perfectly Sear. 

EFFECT OF COMBINATIONS ON WAOE-EAENERS. 

Q. May not all the great manufacturing institutions shut down plants and leave 
the men without employment and do no injury at all to the owner of the individ¬ 
ual plant?—A. I have been studying the industrial aspect of the question, but I 
have not given any time to the labor aspect. 

Q. Would any of your remedies cover a case of mills closed by a combination 
whose owners still received profit from the combination?—A. I repeat again that 
I can only suggest, as a result of my personal experience, a remedy in such a case as 
the Glucose Sugar Refining Company. It is to be expected that, by simplifying 
and by combining, a great many people will be thrown out of employment. That 
is to be expected. Traveling salesmen may be thrown out of employment by the 
fact of combining the interests of the Glucose Sugar Refining Company. 

Q. Is not that just the way you lost your place?—A. The way I lost my place? 
I have not lost my place, for the simple reason that the Glucose Sugar Refining Com¬ 
pany is one of my clients to the extent that they have tied me up by contract for 
6 years. I have agreed for a certain consideration not to engage my services with 
any other corporation in the United States until the 27th day of September, 1902. 

Q. But if your company had not gone into the trust is it not your idea that you 
would have had amicable arrangements with them up to this time?—A. If the 
company had not formed a trust 1 should not care anytliing about what they did, 
because I could find employment to-morrow with another corporation. The 
aspect of the question is entirely different. I can not go to-morrow to another 
concern, because there is no other concern in the United States. 

Q. And it absolutely blacklists you, does it not? -A. And consequently whether 
I carry out the terms of my contract or not I am no better off. 

Q. But you have no opportunity whatever now of getting employment in your 
line of business in the United States on account of this trust?—A. Unless there is 
another corporation being formed, willing to engage my services and take their 
chances, knowing that there is a contract existing with the trust. I could not 
to-day, without violating my contract, join any other company, and further than 
that there is no other company; so the situation created by the labor aspect of the 
question, which is the result of simplifying in the case of traveling salesmen, is 
an entirely different question from the one I have considered. 

Q. Does not the private syndicating of these institutions result in making labor 
absolutely powerless?—A. ifes; there are remedies which the labor organizations 
can use. 

Q. How would the organization remedy it in the town of Pueblo? I notice 
that in the town of Pueblo they have about 2.500 men working as smelters. The 
law provides that they shall only work 8 hours after the 15th of June. Now, the 
smeltermen and the friends of the smelters say to these laborers, “We are indif¬ 
ferent ; we are in a trust; it makes no difference to us whether we shut down in 
Pueblo or not.” If they do shut down in Pueblo, they can go on running the 
smelters at Denver, at Salt Lake City, and at Omaha the same as in Pueblo, and 
make the same profit as though their smelters were running there, but the labor¬ 
ers are without employment.—A. Now, you have reached a point where there is 
some similarity between your case and the case I have in view. I have found out 
toat the Sugar Trust is conducting its business under methods which it is abso¬ 
lutely impossible for anyone to understand. You were saying that if they should 
leave one corporation, or one concern of the trust, they would simply have to go 
to another. 

relations op witness to olucosb suoar repinino company resumed. 

. Q- d^ not that blacklist them ? Suppose a man strikes in one branch of 

pe SngM TTMt, or take your case, you are now at outs, as it were, with one 
branch of the Sugar Trust; will not that blacklist you in every one in the United 
States?—A. Well, I am inclined to think it may, simply because the last time 1 
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went to Chicago there were Professor Horton, Dr. Fuelling, Professor Humphrey, 
and Dr. Amo Behr, all of them chemists of the highest rank, and Mr. Thomas 
Qaunt, genei-al superintendent of the company, under a 5 years’ contract like 
myself, with a salary of 125,000 a year. 

Q. (By Mr. Jenks.) These other chemists also were in the employ of the com¬ 
pany?—A. They formed a part of the chemical staff of the Sugar* Trust, that 
branch of the Sugar Tmst which is the Glucose Sugar Refining Company, 
every one of them. 

Q. How is it to-day?—A. fh. Amo Behr is in California, and I do not know 
what he is doing. Professor Hunmhrey is somewhere in New York looking for a 
position. I do not know where Professor Horton is; and I am here. Now. it 
seems to me that there is a constant process of assimilation and elinffnatiou; tire 
assimilation of knowledge whenever there is an opportunity to got it and a proc¬ 
ess of elimination when the knowledge has been imparted. That is exactly my 
case, and there is no remedy there. 

Q. (By Representative Bell.) Now, could not your company refuse or fail to 
mn a particiilar institution that you were superintending and supply the demand 
from other companies and leave yours out?—A. There is no other company. 

Q. I thought there were numerous glucose companies?—A. My contract is 
made with the trust. 

Q. Suppose the combination would not manufacture that particular article ? I 
am talking abovrt your ideas and your remedy.—A. There is no remedy in this case. 

1 believe that I have as much right to look into the books of the Glucose Sugar 
Refining Comiiany as the iwesiuent of the company has under the terms of my 
contract. 

Q. (By Mr. .Tenks.) At what time did you say it was that you were employed 
by the American Glucose Company in Peoria ?—A. I have the contract here. 

Q. It is the date we are after.—A. Three years prior to this time. I had been 

2 years with the Peoria concern prior to joining this institution. 1 have not here 
a copy of the contract with the Peoria people. I thought I had it with me. 

Q. It would be sometime, then, you think, in the year 189.5?—A. I believe it 
was 1895. I was at that time under contract with a great many private concerns, 
corporations, I know. 

Q. Can you tell mo what time this combination was effected by which the 
American Glucose Company went out of existence ?—A. It was 2 months, perhaps, 
before I joined the trust. 

Q. About what time was that?—A. It was in July or August, 1897. 

Q. Probably in July or August, 1897, that the Glucose Sugar Refining Com¬ 
pany was formed?— A. Yes. 

Q. Then your contract with them is dated-A. A mouth or two after, 2 

months after, I guess. 

Q. There had been negotiations pending before that time?—A. That was 
simply on account of differences between the two. 

Testimony closed. 

Note. 


Following is a copy of the contract between Mr. Mas and the Glucose Sugar 
Retoing Company, referred to by him on page 76 of his testimony: 

This agreement, made at Chicago, Illinois, this 27th day of September, A. D. 
1897, by and between Ernest Mas, consulting chemist and chemical engineer, of 
Brooklyn, New York, jiarty of the first part, and the Glucose Sugar Refining 
Company, of Chicago, party of the second part. » 

Witnesseth, that said party of the first part being a consulting chemist and an 
expert in oil refining, and said party of the second part being a manufacturer of 
crude corn oil, it is agreed as follows: 

For and in consideration of the payment of one dollar cash in hand, paid this 
day, and the further consideration of an annual compensation of three tnotisand 
six hundred dollars ($3,800) per year for his professional services (payable in 
monthly instalments of three hundred dollars ($300) per month on the first of 
each month by said Glucose Sugar Refining Company), Ernest Mas becomes from 
this date, and for a period of five years, the consulting chemist and chemical 
advisor of the Glucose Sugar Refining Comjiany on all questions pertaining to 
com oil, its methods of extractions, uses, manufacture, special treatment, and 
pr^ration and industrial applications. 

Ehnest Mas binds himself not to act as consulting chemist of any other com¬ 
pany or firm or individual in the United States engaged in the manufacture or 
refining of com oil, or in the manufacture of starch or glucose, or proposing to 
engage in any such manufacture, or to enter into the employ of or render any 
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services to or become in any way identified with any such company or firm or 
individual; but said Ernest Mas snail be free to act as consulting chemist or in 
any other capacity for any company or firm not falling within the above prohibi¬ 
tion, and to engage in any other business than that of manufacturing or refining 
corn oil or the manufacture of glucose or starch. 

Ernest Mas agrees to continue in New York his laboratory reseiirches and investi¬ 
gations on the treatment, premrations, and refining of corn oil, and binds him¬ 
self to give the Glucose Sugar Refining Company the exclusive use and benefit in 
the United States of all the results of his experiments and discoveries in that 
direction during the term of this contract. 

In addition to the annual compensation of three thousand six hundred dollars 
($3,600) per year for five years, Ernest Mas is to receive from said Glucose Sugar 
Refining Company an amount equal to one per cent on the proceeds of all corn 
oil refined an<l prepared under processes or methods discovered by the said Ernest 
Mas and sold by the Glucose Sugar Refining Company during the life of this con¬ 
tract. Monthly statements shall be rendered by the said company to said Mas, 
showing the amount of said prepared or refined oil on hand and the amounts sold, 
and payments shall be made monthly to Ernest Mas, baaed on the amount of said 
oil sold, upon the basis of one i>er cent on the amount of such sales, as above 
specified. 

In consideration of the foregoing contract, said Ernest Mas hereby waives and 
reloa.ses all claims against the American Glucose Company which he may have 
under his contracts with said conip.any, dated at Peoria August 18th, and 
.July 1st, 181)6, and said Glucose Sugar Refining Company hereby indemnifies and 
guarantees said Ernest Mas against any claims that the American Glucose Com¬ 
pany may have under said contracts against said Ernest Mas for professional 
sinvices, processes, or otherwise. 

The Glucose Sugar Refining Company agrees to defray all travelling and inci¬ 
dental expenses of Ernest Mas when he, at the request of said company, shall 
visit Chicago or make a visit of inspection to any of the plants owned by this 
company in the United States. 

This contract is to continue for a period of five years from its date. 

In witness thereof the said parties have executed this c.ontract this 37th day of 
September, A. D. 1897. 

The Glucose Sugau Repining Company. 

C. Matthiessen. President. 

Ernest Mas. 

Witness to signatures: 

S. T. Buti.kh. Trais'r. 


Washington. D. C., June IS, !S99. 

TESTIMONY OF MB. CLAUS DOSCHEB, BEOOKLYN, N. Y. 

The commission met at 3.30 p- m. June 13, 1899, Simator Mallory presiding. 
Mr. Claus Doscher, Brixiklyn, N. Y., after being sworn, testified. 

(By Mr. Jenks.) Will you give your full name and address to the commis¬ 
sion?—A. Clans Doscher; 143 Ross, Brooklyn, N. Y. 

Q. You have been engaged in sugar refining?—A. Yes. 

Q. How long an experience have you had in that lino of business ?—A. I went 
into the refining business in 1870, and remained in it until 1887. Since then 1 
have not been active until we built the refinery I am now running. 

Q. At what time did you build the refinery you are now running?—A. We 
began in April, I think it was, 1897. 

Q. At what time did you begin operating the refinery so that you could sell the 
product ?—A. The 1st of November last. 


THE COST OP SUGAR REFINING AND THE PROFITS IN THE BUSINESS. 

Q- Alwut what was the margin of profit on refined sugars when you arranged 
V refinery ?—A. When we arranged to build it ? 

Q' Yes; when yon began to build; when you decided to go into business in 
that way ?—A. I can not tell just exactly at that time. Do you mean the margin 
between refined and raw sugar 7 

Q. No, I mean the margin of profit.—A. That is hard to tell. The margin 
between raw and refined was all the way from about 70 to 97 cents a hundred. 
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Q. How much did you say it was?—A. I do not know exactly, from about 70 to 
07 cents on 100 pounds. 

Q. By raw you mean 96 centrifugal stigars ?—A. That is right. 

Q. And of this margin between the two how much is considered the cost of 
refining and how much profit?—A. Well, the cost of refining is very hard to tell; 
it depends a great deal on what sugars you are working; the better the sugar the 
less it costs to refine. 

Q. Supiwsing you have a good grade of sugar, 96 centrifugal, what is the cost 
of refining 100 pounds?—A. Jou see there are so many different things that go 
in. If you can work ftill,of course you can work much cheaper, but as a rule I 
should say about somewhere around 80 cents a hundred. 

Q. Somewhere between 50 and 60 cents a hundred?—A. As I stated before, it is 
very hard to tell; one class is cheaper than another; then it depends on how much 
you can work. If you can work full, of course you can do better. 

Q. But if you have a good house, a new house such as yours was. and running 
full, with a good quality of sugar, you would say that the cost of refining was 
about how much?—A. Well, as far as I am concerned, as far as our house is 
concerned, I can not tell that. We have not run it long enough, but that is about 
the figure. 

Q. About 50 cents?—A. About: between 50 and 60 cents, I should say. 

Q. What is the margin now between raw and refined?—A. The marjpn now? 

Q. The margin at the present time.—A. At the present time, to-day or yester¬ 
day, I believe, it is 51 cents. Since we have been running it has varied, as far as 
1 can remember, from 3iJ to 51 cents per hundred. 


WHY THE MAKOIN BETWEEN KAW AND KEElNKt) SUOAR WAS KBD0CED. 


Q. What reason have you to give for this very great reduction from 70 and 97 
cents, when-you were building your refinery, to 51 and :i2 .since then?—A. I have 
no reason to give there. 

Q. You see no reason at all for the reduction?—A. Well, we do not make the 
prices; that is what you are driving at, I presume. 

Q. Who makes the prices?—A. The American. 

Q. For what puri)Ose do yon think the American Sugar Refining Company put 
prices down in that way?—A. I could not tell you that. 

Q. Have you any reason for thinking that the prices are put down in order to 
prevent your refinery running at a luofit?—A. Yes, I have a good reason to 
believe so; X have heard a good many rumors to that effect. 

Q. Have you ever had it repoiteil dirtadly to you that the officials of the 
American Sugar Refining Company have .said that?—A. By that you mean the 


officials? 

Q, I mean the officials.—A." No, I have not. 

Q. You have never heard that any of the officers of the American Sugar 
Refining Company said that at all?—A. 1 never heard them say it, no. 

Q. That does not answer the cpiestion.—A. Then I do not understand your 
question. 

Q. I did not ask you if you heard them say it; I asked you if you had heard 
that they had said it? Have you heard that? Have you heard that any of the 
officials of the American Sugar Refining Company expressed the intention of 
making sugar refining so unprofitable that it would drive you out of the busi- 
jiegg?_A. No; as I said before, there were rumors and newspaper talk, but I never 
heard it said. > 

Q. Have you never had it reported to you that some of the officers of the 
American Sugar Refining Company said that they would put the prices down 
until it would be unprofitable for you?—A. Just as I stated before, there were 
rumors about, and it had been told to me and talked about to me, yes. 

Q. I am not speaking simply of general rumors, but I am speaking of it some¬ 
what more directly. I want to know if it has been told to you directly or if you 
heard that it was said by one of the officials of the Sugar Refining Company?— 
A. No, I can not say they have. I have heard it time and again, and 1 was told 
that they were told direct by the officials that they would do it. I do not know 
as I ever heard it said myself. 

Q. No one ever told yon directly tliat he had heard statements that were made 
by some of the officials of the company?—A. That is very likely. As I stated 
before, there has been much talk, but I can not remember it and I do not know 
where. There are of course a good many rumors, you know? 

Q. But you are of the opinion that somebody told you that he had hetud s^e 
of their officials make that statement?—A. Oh, yes. « 
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Q. So that it came to you with simply one person between one of the officials of 
the sugar refining company and yourself?—A. No; not by the officials. 

Q. I do not mean that; but you say that some person has told you that he him¬ 
self heard an official make that remark?—A. No. 

Q. You said that a moment ago.—A. I did not know that. He had said that a 
party had said that they had been told that by the official. 

Q. That they had heard the officials say it?—A. I do not think I can say that. 

Q. You state, then, directly that you have never been told by any person that 
he had heard any of the officials of the American Sugar Refining Company state 
that they would make prices so low that you would find the business most unprofit¬ 
able?—A. Yes; that is right. I never heard by anybody telling me directly, com¬ 
ing to me and saying they were told so by the officials. 

Q. Have you been told so directly that the officials made that statement that 
you believed it?—A. Well, so far as believing it, I do not think that I ought to go 
on belief or hearsay. 

Q. It is part of your oath that the facts you .state on opinion and belief you 
believe to be true.—A. Yes. 

Q. And it is accepted here. Of course this commission is simidy after general 
infonnation as to the trust.—A. Yes; that is right. 

Q. You have your knowledge direct enough so that you believe it to be true 
that some of the officials of the sugar refining company have stated that they 
would make sugar refining so unprofitable that it would drive you out of bnsi- 
ness?—A. I do not doubt that that has been said, but I can not say that I have 
been told directly by some party who got it from the company. 

tj. Still, yon have heard it directly enough so that you believe it is true?—A. I 
believe that is true; yes. 

Q. You believe it is true that with the old margin of profit that existed when 
you were building your refinery and before prices began to be cut you could have 
made a good annual interest on your investment?—A. Yea. 

Q. About what a rate of interest could you have made do you suppose; what 
rate were you calculating on making?—A. That I can not tell; that depends upon 
different circumstances again. But I do know that wo could have made a nice 
profit; there is no question about that. 

Q. (By Senator Malloky.) What do you call a good, nice profit?—A. I can not 
tell that; what we could have made on the investment is a very hard thing to 


Q. Of course you can not got at it accurately, nevertheless you were intending 
to make a good profit. What, in your opinion, is a gixid, nice profit?—A. Well 
I do not know as I have any opinion there. 

Q. (By Mr. Jknks.) Coming back to that other matter, yon say that you have 
heard it said definitely enough so that you believe the officials of the American 
bugar Refining Company said that it was their intention to make the business of 
sugar refining .so unprofitable that it would drive you out of business. You said 
you had no doubt of that.—A. I have no doubt of that. 

Q. Have yon any doubt, with reference to this further matter, that they also 
said that if they should make your factory prove a failure, no others would be 
likely to interfere for a good many years with their control of the business ?—A. I 
have heard that indirectly. 

Q. You have heard that the same as the other?—A. That is rumored, the same 
as the other; yes. 

Q. Dirwtly enough so that you have no doubt of it the same as the other?— 
A. Yes; both of them were the same. 

Q. That they intended to drive yon out, and that if they did iioboiiy else would 
atterwards be likely to come into that business for a good mauv years to come?— 
A. No; that IS a little hard. 

Q. That they did not think anybody else would come in for some time to come ?— 
A- Yes; 1 think that is about right. 

you started your refinery and began selling have you conferred with 
1 ™ i''® American Sugar Refining Company with reference to the prices 
01 raw and refined sugars?—A. No. 

Q. Any conference with them at all?—A. None at all. 

conferred with the other sugar refiners who are not in the Ameri- 
oan wh reference to prices?—A. No. 

n’ n * Arbuckle, or anybody else?—A. No. 

conference held, or have you conferred with any sugar 
comnSslon?-^A testimony that was to be given here before toIs 

Q. There has been no conference of that kind that you know of?—A. No. 
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NO PROFIT IN REPINING. 


Q. Let US come back to the question of refining. Since the prices have dropped 
as they have, what has been the margin of profit in your refinery? How much 
per barrel do you retikon you are able to make now?—A. How much profit? 

Q. How much jirofit per barrel ?—A. I would say we have not made any, so far 
as I know. 

Q. Has that been true since you began?—A. Yes. 

Q. Did this drop in prices»come at the same time you began to refine?—A. Yes. 

Q. That was in November, 1898?—A. November the 1st, and probably a week 
after- „ 

Q. And the prices were dropped so low that you made nothing?—A. We have 
made nothing on refining. 

Q. What other sources of profit are there in connection with the sugnr-refimng 
business?—A. No others, except in buying raw which haiipens to advance in 


Q. Have yoti happened to have any stock on hand that advanct'd in pnee so 
that you made something out of it ?—A. Yes. 

Q. In that way yon have occasionally had tlie opportunity to make money on 
something?—A. Yes; wo have been fortunate in that. 

Q. Then you have not made anything in the refining business?—A. No. 

Q. And you think that the reason the price was put down is that the American 
wanted to drive you out?—A. I think I have answered that question once or 
twice. 


NO RELATIONS WITH THi; SIOAU TRUST. 


Q. Have yon ever had any conference with the American Sugar Refining Com¬ 
pany officials with reference to consolidation of interests with them, or any 
w'orkingagreementatall?—A. No. 

Q. Have you ever had any communication with them at all with reference to 
tlmt matter through third jiarties ?—A. No; nothing at all. 

Q. Not with reference to any consolidation of interests or with reference to any 
working agreement of any kind?—A. No; not of that nature at all. 


RELATIONS tVITH RAII.liOADS. 

Q. In the shipping of your goods are you able to get any advantages from the 
railroads beyond published rates, lower than the public rates?—A. Do you mean 
on the railroads ? 

Q. You ship a great deal of sugar?—A. Yes. 

Q. The railroads have certain published rates of freights?—A. Yes. 

Q. Are you able to get any advantages that lessen the cost of shipping to 
you?—A. You mean from the railroads direct; get a rebate from them? 

6. Well, that is one way.—A. No; we do not got any. 

Q. You get no rebate?—A. No. 

Q. Do the railroads allow any other privileges, as, for example, .any free storage 
at terminal points?—A. Yes. 

Q. They do allow yon free storage at terminal points?—A. Yes. 

Q. Do they allow this to others ?—A. I believe they do. 

Q. Probably to all large shippers, you think?—A. I think they do; yes. 

Q. Is this free storage worth considerable to you as a shipper?—A. No; Ido 
not think that amounts to much; it is merely aMommodation. The sugars are 
sent there, you know, and held by them for distributing. 

Q. At these terminal points?—A. While they are being distributed there is no 
storage charge. _ _ „ , , ,, 

Q. For how long a time are they held?—A. O, I can not tell you; I do not know. 

Q. I believe they count on iiO days ?—A. It may be held 30 days; I think that is 
about right; I do not know, but I think about that. 

Q. Do yon have a pretty large amount of storage at these terminal points?— 
A. Sometimes we have. , ^ 

Q. About how much?—A. Well, we have sometimes, I suppose, all the way 
from 2,000 to 4,000 barrels. . . ,t 

Q. And they remain there for 80 days or in the neighborhood of that?—A. Yes; 
part of it would be there for 30 days and part of it would be sent out directlv. 

Q. But there is a good deal of advantage in having that stfered there free for so 
long a time ?—A. Or course it is an advantage; there is no doubt about that ;«ye8. 
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Q. Have you any information with reference to any division of sugar freights 
out of New York between railroads?—A. Division in sugar freights? 

Q. That is, between different railroads?—A. No; I have no knowledge of that 
at ail. 

GENERAL CONDITIONS OP REPINING IN THIS COUNTRY. 

Q. In your work in connection with the sugar-refining business, you, of course, 
have studied not only the cost of refining here, but the cost of refining in other 
countries as well?—A. No. I know nothing about refineries in other countries. 

Q. Have there been decided iniproveuients in the methods of refining in this 
country?—A. Yes. 

Q. within the last few years?—A. It is further back than that. Naturally 
there have been improvements all the time, of course, but the gieat improvements 
that have been made date further hack than that, 10,13, or 15 years. Of course 
in manufacturing there is something improved, more or less, from time to time. 

Q. Do you think the methods of refining in this country are as good as any¬ 
where, so far as you can judge from competition.—A. So far as I can judge, they 
are; yes. 

Q. You are inclined to think the cost of refining here is as cheap as in foreign 
countries?—A. lam. 

Q. Is there any special advantage in having a large refinery over a medium sized 
or a small one ?—A. That depends upon circumstances again. If you have a large 
refinery, and can work it full, why, of course, there is no doubt an advantage. 

CAPACITY OP REFINERIES. 

Q. What is the capacity of your refinery ?—A. About 1,000.00(1 pounds a day. 

Q. How many barrels is that?—A. In the neighborhood of 3,000 barrels. 

(^. Are there many larger refineries in the country?—A. Yes; some larger I 
believe. 

Q. What ones?—A. The Havcnieyer is larger. 

Q. What is the capacity of that, about, in barrels?—A. Well, you see, they have 
so many together- 

Q. {Interrupting.) I was thinking of their largest single refinery?—A. The 
largest single refinery; I can not tell you that. 

Q. You say the capacity of your refinery is about 3,000 barrels a day in round 
numbers?—A. About that. 


COST OF RKPlNERIla. 

Q. Speaking in round mimbors again, how much did it cost you to jiiit up your 
refinery ?—A. I do not know as that is a fair question. 

Q. Is it not?—A. I do not know whether it is or not. 

Q. Ithinkthatis a fair question.—A. I will tell you. I will put that in another 
shape for you. You want to know' what you can put up a good refinery for. Is 
that the object? 

Q. Yes.—A. If you want to put up a good refinery these days, equal to any in 
existence, it will cost about $3 per pound. 

Q. Does that mean it would cost about $3,000,000 for a refinery of 1,000,000 
pounds capacity?—A. Yes; that is riitcht. 

Q. So to put up a refinery similar in size to yours it would cost about $3,000,- 
000?—A. It would to-day. 

Q. That Includes just the refinery itself ? You are not taking into account the 
land?—A. I am taking in everrthing complete, land, machinery, and everything. 
Of course the difference would be very decided as to whether the land in itself 
was worth half a million, as it might very well be it standing in a city or on a 
remote island. 

COST ASIDE PROM LAND. 

Q. Now, what would be the cost, aside from the land?—A. That does not figure 
a ^at deal. 

Q. It figures very decidedly; you had better try to get at that.—A. Perhaps 
you had better let it go at that. 

Q. I hardly think so; it is a very important question.—A. Well, I can not tell 
yod Let me see; I can not answer that question. 

Q. I beg your pardon; I did not understand.—A. I can not answer that ques¬ 
tion. 
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Q. Why not?—A. I am not prepared for it. 

Q, Youcertainly have had considerable experience?—A. Yes. 

Q. When you speak of the million-pound refinery you mean, of course, a refinery 
run at its ftul capacity?—A. Yes: that is right. 

Q. Now, this question of the land is really a very important one, because if the 
place the refinery happens to be, let us say, in New York City, near the river or 
on a good dock, it may be, with the land, worth hundredsof thousands of dollars 
more than the refinery standing elsewhere would be worth.—A. Well, you know 
you have got to have a riVbr front, so that does not make a great deal of differ¬ 
ence. There is no great differfence there. 

Q. But you have not got to have it in so eicpensive a place as^that.—A. All 
water fronts are expensive; there is no great difference. 

Q. In the neighborhood of^New York City they are all very expensive ?—A. Yes. 

Q. But a refinery built somewhere away from New York City would not be so 
expensive.—A. That is so. There are other disadvantages there also. 

Q. Then the question of taking the land out is really a very imprtant one at 
the time of capitalization?—A. Yes; I can not very well separate that. 

Q. How much land, for example, have you with your refinery ?—A. We have 
close on to 100 lots—between 90 and 100 lots. 

Q. What is the frontage of a lot?—A. Twenty-five by one hundred. 

Q. And you say you have how many? A. One hundred lots, or very nearly 
that; between 90 and 100. 

Q. Have you some idea with reference to the value of real estate in that neigh- 
bowiood?—A. Have I some idea? 

Q. Yes.—A. Well, I have some idea; yes. 

Q. About how much is real estate worth per front foot in your locality?— A. 
Well, I suppose about $3,000 a lot. 

Q. About $3,000 a lot?—A. Twenty-five by 100—I think that is about the value 
around there. 

Q. And you have about 100 lots?—A. Yes. 

Q. Thi-ee hundred thousand dollars for your site?—A. Have you got at it now 
as nearly as you want to get at it? 

Q. So the cost of building a refinery like yours would figure up to, say, some¬ 
where from a million and one-half to a million and three quarters?—A. Yes. 

Q. You think it would be about that?—A. Not quite—about one million—that 
depends a great deal- 

Q. (Interrupting.) I said, you know, one million and one-half to one million 
and three-quarters?—A. Yes; there is a good deal of margin; there is a good deal 
of margin there. 

Q. You think you could for probably a million and one-half ?—A. I will not 
build any more; I have enough at present. 

Q. You can for a million and a half equip a full, up-to-date, good refinery of a 
million pounds capacity; you think that can be done?—A. Yes; I think that is 
about right; in that neighborhood. 

Q. You think you could not build one of that capacity at the present time for 
a million?—A. No, I do not think you could. 

Q. You feel pretty confident you could for a million and one-half ?—A. I do not 
know as I could. 

Q. Then, as long as you are not in the building business any more-?—A. That 

is it. 


COST AND PROFIT OF REFINING RESUMED. 

Q. You said, to begin with, when you were speaking about the margin between 
raw and refined sugars, that it was ^rhaps 60 cents now, and had been 70, and as 
high as 90 at the time you began building your refinery, and that it had one time 
been down to a little above 30. Now, if we take the cost of raw sugar and attempt 
to figure out what the cost of refining is, and what the profit would be, etc., how 
would we get at it? For example, how many pounds of raw sugar, good qnali^ 
90 degree tMt centrifugal, does it take to make 100 Munds of re&ed?—A. It 
depends upon what kind of sugar you are working and also how good you are at 
refining. 

Q. Suppose you have a good refinery and a good fair quality of 96-degree sugar, 
how many pounds would you allow for making 100 pounds of refined sugar, 
granulated?-A. Well, I can not answer that question. 

Q. Does the United States (Jovemment have any calenlations on that in con¬ 
nection with drawbacks and so on?—A. I do not know whether they have or hot- 

Q. The yield, as a rule, is, say, for some grades 93, some 99|, and In ghiA neigh- 
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borhood. That is, that you get that amount from 100 pounds of raw sugar?—A. 
Yes. 

Q. If you are going to attempt to figure out the cost of refining 100 pounds of 
remed sugar, yon would need to calculate on 107 to 108 pounds of the raw sugar, 
say ?—A. No; I guess it would be the other way. To take 100 pounds would be 
the handiest way, would it not? 

Q. It depends on the matter of figuring; it is immaterial which way you take 
it. If yon take 93 pounds as the amount that you expect to get out of 100 pounds 
of raw sugar you could figure it in that way.—A. You could figure it m that 


way; yes. 

Q. If you were going to figure the cost of 100 pounds, you would take 108 or 
109.—A, Yes; that is right. 

Q. What is the price of raw sugar to-day, did you say ?—A. The price of raw 
sugar to-day is $4.39. 

Q. That is, for the 96 degree?—A. Yes. 

Q, I suppose that 96 degrees, tested by the polariscope, is a pretty definite 
thing? This quality, 96 degrees, is about the same always; it is a good quality of 
raw sugar, and when tested it is always substantially the same?—A. Yes. 

Q. So, if you figure on the basis of 96 degrees test it would substantially cover 
all other degrees, because prices vary in accordance with that test, do they not ?— 
A. Well, as I have already stated, they vary; sugars vary, you know. 

Q. What difference in the quality of sugar is tliere, aside from the question of 
the polariscopic test?—A. You know, when you take the common sugars they 
have more or less impurities. 

Q. And what did you say the price of refined sugar is to-day ?—A. I think it is 
$5.9U net. 

Q. That makes a difference between the raw and refined of .ll cents, as you 
said?—A. Yes. 

Q. Now, if we were to add to this $4.69, which is the cost of 100 pounds of raw 
sugar, let us say 9 per cent for the value of the amount of raw sugar above lOO 
pounds needed to produce 100 pounds of refined, making about 42 cents, would 
that be about fair?—A, I do not know; I do not go into figures; I am not a 
bookkeeper. 

Q. But if it takes, to make 100 pounds of refined sugar, 108 or 109 pounds of raw 
sugar—of course I do not expect this to be absolutely correct?—A. I do not think 
they figure that way at all; it is always figured the other way, so far as I know. 

Q. It is immaterial; it is a little simpler way of getting at the cost,—A. Yes. 

Q. You think that instead of putting the amount of refined obtained from 100 
pounds raw at 92 it would'be more nearly correct to put it at 93 ?—A. That depends 
upon circumstances. 

Q. Of course it depends upon circumstances, but I want to get a fair general 
average. That is as near as we can come to it: 98 you think is more nearly 
correct?—A. Yes. 


Q. On that basis which you have riven if we add to the price of 100 pounds 
raw, $4.69, 74 per cent, which would be the amount to be added on that basis, it 
gives us $5.04, as the cost of the raw sugar in the 100 pounds of refined. Now if 
the price is $6.20, that leaves the margin between the two, 16 cents i^r hundred. 
Is that in your judgment below the cost of refining?—A. I have no judgment as 
to that. 

Q. On the basis of 51 cents margin you think there is no money in it to-day?— 
A. No; I did not say that. 

Q. You did not ?—A. I said there had not been any money in it on the average. 
It has only been raised for 2 or 3 weeks. It has never been as high as to-day, you 
know. It only raised one day last week; I think Thursday or Friday. 

Q. There is some money in it on the basis of 51 ?—A. I do not think there is. I 
think that is getting about even. 

Q. So, then, on this other basis you think the real bare cost of refining must be 
alwut 16 cents?—A. No; I did not say that. 

Q. It amounts to the same thing, does it not ?—A. I do not think it does. 

Q' I take your own figures. You maintain that refining will cost 16 cents a 
“Ohdred?—A. Sixteen cents a hundred the cost of reflningf 

Q. thought I was taking that from your figures?—A. Yon are mistaken. 

Q. You said, did you not, that it was a fair average to assume that there were 
98 TOunds from the 100?—A. Yes. 

, Q; On ttat basis you would get, then, 93 pounds of refined from 100 pounds raw: 
that would rive almost exactly 107A on the other basis; so I take yotir price of 
raw su^, $4,69, and multiply by the 74 percent we put on, and add that to the 
price of the raw ?—A, Seven and one-half ? 
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Q. That ia what it would amount to, 7^ pounds, which is to he added to the 100 
pounds of raw to make lOO pounds of refined?—A. Yes. 

Q. Four dollars and sirty-nine cents multiplied by 7i gives .85 and a trifle 
over—.35^j; that, added'to the 84.69, gives $5.04; subtract from |5.!30, the price of 
refined, and you have left .16. I understood you to say that there ia possibly a lit¬ 
tle bitof money at the difference of 51; the difference there is to-da^, which would 
make according to tliis 16 oents per 100 pounds, the mere cost of refining, unless 
you take into account the by-pro<lucts or something of that kind.—A. There was 
some surplus. 

Q. When you reckon it on this basis, you think we ought to count on the sur¬ 
plus beyond that?—A. Well, I am not up in bookkeeping—I am pot up in book¬ 
keeping. 

Q. I should ,iudge from ypur experience that yon have given that you are pretty 
well up in refining ?—A. 1 am not up in bookkeeping. 

<^. It would seem to show 16 cents ahnndred. and you think that would be a 
foir cost of refining?—A. I told you that refining costs from .50 to 60 cents. 

Q. I know. That is not merely the co.st of refining; that includes also the loss 
of raw sugar. That is your way of stating the same thing ?—A. X have told you 
what I considered the cost of refining. 


BY-PRODUCTS PROM REFI.VINCt. 

Q. Stated on the basis of the figures you gave me, how much by-product is 
there in refining 160 pounds of refined sugar; how much simp,for example?—A. 
Well, about 3 gallons, I think. 

Q. About 3 gallons in 100 pounds?—A. Ye.s. 

Q. How much is that worth in the market?—A. About 10 or 13 cents a gallon. 

Q. Twenty cents or more yon would say, then ?—A. I guess that is too much; 
however, I can not get at these figures exactly. 

Q. Of course from what you have already stated about sugar refining there is 
more or less variation; but in general you get out of 166 pounds about 3 gallons 
of .sirup?—A. About that: that depends a,gain on the kind of sugar you are 
working. 

Q. That is worth about 16 cents by weight?—A. Yes, I guess it is; you had 
bettor not say that; you had better say 13 cents for a gallon. 

6. About 13 cents a gallon; you think that is more nearly correct?—A. Yea. 

Q. Are there any other by-products besides sirup?—A. No. 

Q. Now, in every manufacturing business, of course, aside from the cost of 
the plant itself, more or less running capital i.s reiptired. Speaking in round num¬ 
bers, about how much running capital does it take to operate a refinery that 
would melt about one million pounds?—A. If yon get credit enough you do not 
need any money, and if you have not got any credit you have got to have consid¬ 
erable capital, and that again depends upon the stock you are carrying. 


AMOUNT OF STOCK C.VRRIED—AMOUNT OF RUNNING tIAPITAL. 


Q. About how much stock do you ordinarily carry ?—A. There is no rule for 
that. 

Q. Of course, there is no rule; but as a matter of general experience?—A. 
There is no rule for that at all, not any at all. 

J. There is considerable experience, of course?—A. Y’es; but no rule for,^that. 
J. Of course it is true you would often be very much ahead and often run 
very low?—A. That is true, and that is something no one can tell, the same as 
in any other manufacturing business. 

Q. There is, nevertheless, a great difference in different kinds of manufacturing 
as to the amount of mnning capital that one needs in connection with the busi¬ 
ness. In some lines of business one needs much more running capital than one 
does in other lines ?—A. Yes. 

(j. Now, with reference to the sugar 'tasiness, does that, on the whole, require 

F roportionately a large amount of running capital or a small amount?—A. Now, 
am not acquainted with any other business; I can not tell you what it does 
require to run any other business. 

Q. Suppose I put the question in another form. About how often do you turn 
your capital in the business; every ,18 months?—A. I could not tell you; I do not 
know. 

Q. Can you not give pretty nearly the time?—A. I could not undertake it at 
all. , * 
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Q. On what terms do you ordinarily sell refined sugar?—A. The rule now is 
that most goods are sold on 7 days. 

Q. On 7^ys?—A. Yes; 7 or 30 days. 

Q. That means that they are to be sold on 30 days and you will givo a (^ash dis¬ 
count for payment in 7 days?—A. Yes. 

Q. How much do j'ou give ?—A. One per cent. 

Q. T^at are the ordinai'y conditions of purchasing raw sugar?—A. Oh, there 
is nothing of that kind given. That i.s bought right out; that is all straight. 

y. No discount at all ?—A. Without any discount. 

Q, Cash down ?—A. Cash. 

A. That is the common custom ?—A. That is the custom ; yes. 


METHODS OK SBl.I.INO REFINED SUCJAH. 

Q. How about the methods of selling your refined sugar, now? Doyouliave 
any factors’ agreements that in case the wholesaler maintains a certain fi.xed inice 
you will give him a rebate?—A. Yes. 

y. What are the conditions ?—A. The conditions are—you know that, I gm^ss, 
as well as I do—the factor plan—three-sixteenths and 1 per cent for (ansh and 1 
for trade discount. That is what the factor plan is—what the grocers and the 
.American have had and have been working upon tor years. 

y. And you work under the same jdan? Do you reipiire, at the present time, 
any affidavits from the dealers to the effect that they have maintained jmces?— 
A. No. 

y. On the whole, do you tliink they do maintain them pretty well ?—A. Do they 
maintain them ? 

y. Yes.— A. I do not think they do. 

y. You think they cut a good deal?— A. I do. 

y. What is the effect of that on their profits?—A. Well, I do not know, 
y. Will) fixes the price for the American market, the New A’ork market?—A. I 
think I have said that once before, 
y. The American does ?—A. Yes. 

y. Are your price.s regularly the saine as the American prices?—A. Yes. 
y. Yon let them fix them and then you follow' ?—A. Yes. 
y. You do not cut first when the ))rices go down?—A. Never did. 
y. When you first began putting your goods on the market, you put them on at 
the standing rale that they announced beforehand?—A. Yes. 
y. They began to cut and you followed?—A. Yes. 


COMPETITION AMONO THE REFINERS. 

y. Do you know whether there are any other refiners who are not in the Amer¬ 
ican Sugar Refining Comtiany who have cut first ?—A. Well, the Arbuckles; they 
did cut once or twice last winter, 

Q. What time did the Arbuckles' refinery begin business ?—A. I do uot know. 
It was August or October. 

y. A little bit before yon?—A. A couple of montlis before. 

y. When they first started, did they begin to cut?—A. No: they did not cut, as 
far as I know, until lust winter .some time. 

y. The first cut was imnle about the time you began or a little before by the 
American, and then some time 3 or 3 months later Arbuckle cut under the Amer¬ 
ican some ?—A. Ye.s; that is right. 

y. How long did they keep holding their price below the American?-A. I can 
not tell you that. We kept it 7 days. That is all we kept it, but I do not know 
how long the Arbuckles kept it. We followed the Arbuckles, but wo only kept 
it 7 days. 

y. when the Arbuckles out, you followed them?—A. Yes. 

y. And then the American?—A. No; we did not follow them. 

y. How mncli was the cut that was made by the Arbuckles ?—A. One-sixteenth. 

Q. Then you followed the Arbuckles tor 7 days and went back to the American 
price?—A. Yes. 

y. Then the American followed them down.I suppose, inasmuch as prices kept 
going down?—A. No, no; that was the lowest sugars were selling all that winter. 
You know raw sugar had been advancing constantly. 

Q. I am speaking of the margin of difference between the raw and the refined ?— 
A. Yes. 

Q. That margin kept getting smaller constantly?—A. Yes. 



96 


BEAIOKQS iXFOnM TBE INDVSTBIiL (XJtflinsSXOir. 


Q. That o^t of one-«farteenth did not bring them down to where It is now?—A. 
Yes; I guess it did. I do not know. I do not remember that. I can not tell yon. 

Q. I Have the regular market quotation. October 1 the differenoe between the 
two was U; October 8 it was three-sixteenths; October 15, three-fonrri».—A> 
That was before we worked at all—before we started. 

Q. So this cut began before you started?—A. Oh, no: the Arbuokles’out was 
after that. It must hare been—I think it was in December. 

Q. This cnt here was the American’s cut, then?—A. What cut do yon mean? 

Q. In October,1898.—A. Was there a cut there then? 

Q. Yes.—A. I suppose so, if it was then. I do not know; we were not ia the 
business. » 

Q. There was a cut of from 6* to 5. Are the Arbuckles and the American Sugar 
Refining Company selling at the same price to-day ?—A. I believe they are; as 
far as I mow, they are. 

Q. Hare they own so-in the main lately, say within the last three months. 
Have the two sold at the same price ?—A. I think so. 

Q. This difference between them, with the Arbuckles lower, did not last a great 
wMe?—A. No. 

Q. For a month or two?—A. I do not know whether it lasted as long as that; 
I can not say. 

Q. Was this contest between the Arbuckles and the American only in New 
York, or did it extend all over the country ?—A. I think it was general. 

Q. You do not know of any special cuts by the American to drive the Arbuo¬ 
kles’ sugar or your sugar out of the market in any special locality ? Yon think 
that whenever cuts have been made they have been general always?—A. No; I 
do not think they have; they sometimes varied a little. 

Q. Can you give any special instance of their having made a cut in a special 
locmty ?—A. No; I can not do that, but they have sometimes. In different parts 
of the country where they have refineries we were cut off, you know, and not in 
others. That has been done", but I can not state now where. 

Q. When the Arbuckles made their cut, to begin with last winter, did it seem 
to be because they were short of customers or were they making the cut to get 
away some special customers of the American ?—A. I presume they made the out 
because they had too much stock on hand and could not dispose of the goods as 
fast as they could make them. 

3 . Unless they could make some special prices?—A. I suppose that was it. 

. Is that, in your judgment, the reason why the Amencan has been makmg 
these cuts?—A. I can not tell you that. 

Q. In the case of a great organization like the American, where several refineries 
are associated, do you think there is any saving ? For example, do you think the 
cort of superintending the refineries will be lessened?—A. I can not answer that 
question, because I have never had anything to do with their business. 

Q. I was asking you simply in a general way, expecting yon to answer from 
your knowledge of the reflmng business ?—A. I imderstand, but I can not answer. 

PLACE OP PEODUCTION AND QUALITIES OF SAW SUOAE. 

Q. Where does most of the raw sugar that you use in your business come 
from?—A. Well, raw sugars come from pretty nearly all over the world now; 
a good deal comes from Java, and in fact from sdl over the world; a good deal 
of beet sugar comes from Europe, i. e., France and Germany. 

Q. As regards the qualities of cane sugar from different parts of thS world, 
is were any special dmerence that you can detect? For example, where does 
idle best cane sugar come from ?—A. Those things all go by tests; everything goes 
by test; whatever the tMt is settles it. 

Q. You do not know from just what country you get the best quality of sugmr ?— 

A.^0. 

Q. You have all of it bought by test without regard to where it comeefrotaf— 
A. All is bought by test. 

Q. Is there any special difference in value between the cane sugar and the 
beet sugar ?—A. Yes; there is a slight difference. 

Q. About how much?—A. I can not tell yon what the difference is; there s a 
sli^t differenoe. I am sorry to say I can not tell you. 

Q. 'V^en it comes to refiningr do pn get as much simp out of beet sugar 
as out of cane?—A. Yes ; that depends on what kind they are; but some simp 

from the ordinary beets is of a poor quality. 

Q. At the present time there is considerable of a tariff on botti ra# sugar and 
re&ed?—A. Yes. „ • 
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Q. Do yon recall how mnch more the tariff is on tlie refined sugar than on tho 
raw?—A. No; 1 can not tell. 

Q. What would yon .say the special evils an', if there are any, that come from a 
combination of mannfiicturers snch as we havt' in tliii American Sngar Refining 
Company?—A. I can not tell yon ; I can not answer that. 

Q. Do you think there are any evils in a combination ?—A. I c.-in not tell you; 
I do not know. 

(QUESTION OF THF, I'ROFn' IN TKE HUSINKSS liUSUMEO. 

Q. (By Mr. FAltc^UfiAB.) Mr. .Tenks ha.s asked yon a ipiestion as fo how often 
you turn over yonr caintal in the course of 12 monthsy—A. Yes. 

Q. Can yon iiot give the commission a genmal iileaof that y—A. I can not give 
it to yon. I would if I could, but lean not do it; I do not know it. 

Q. Well, your business, whethiT on cash or credit, is always inside of 30 
days?—A. Hnpposi'd to be ; yes. j 

tj. Do yon think it would be possible, as a business mat ter, then, to turn yonr 
capital over 0 times in a year, which would give you twice30 days?—A. I can not 
answer that; I would have to look the matter up. 

Q. Do yon tliink it is a fair (luestion to answer? Would it not havetieen afair 
dividend' on the capital emiiloyed if, when you went into the Imsiness, you had 
made from 12 to 20 per cent?—A. I do not know that. 

Q. I simply said would you take that as a fair bn.siness ipiestion ?—A. No; Ido 
not think so. 1 lielieve that in sugar refining there ouglit to tie a fair return for 
the money, ft costs a great deal of money to start. If anything turns up that 
makes your plant useless for sugar refining, yon liave got nothing left tliat is worth 
anything for anything else. Conseipiently there should be a fair return for the 
refining. Of course, you all understand that. 

tj. Well, you have a changeable market in your raw products. Do you not think 
it would be sate to say that a man, in order to invest neiney in a sugar refinery, 
ought to hai e 12 to 11 or II! per cent assured?—A. I think he ought to: yes. 

Q. That is what I wanted. Is it not tiie business rule in New York.'espeeially 
in New York and Brooklyn, that you could not get an investment of two or three 
millions of money in a (smeern—in a Im.siness vi-nturc—unless it carried from 14 
to 20 per cent profit?—A, 1 think tliat is a very good liasis, 
y. That is your e.tiierience in your own trade, considering the fluctuations of 
raw material, that you could not make a .safe iuve.stnient unless you were always 
sure of that amount of iirofit?—A. 1 think it is a fair proposition to consider it in 
that way. 

Q. (By Mr.,T enks.) That would be in accord with the general statement you 
made some time ago. When you startml f i.i make tlie investment in building your 
new refinery, at. tlie rate at which prices were then, you liad e.vpected to get as 
much return as 20 per cent?—A. 1 did not make any calculations at all. 

Q. You simply helieved you would probably get that much if you went on with 
the hiisiness?—A. I did not make any calculations at all. 

Q. But you ought to get that much?—A. If you put it that way, ,ves. 

THE DIFPEKENT KEFINERIES ANP THEIR FROfORTIONS OF THE TOTAL FHODUOT. 

Q. (By Senator Mai,i,ouy.) I did not understand your testimony as to the con¬ 
cerns that are engaged in sugar refining. You have mentioned three—the Amer¬ 
ican. the Arbuckles, and yours. Are there any other large concerns engaged in 
sugar refining in the United States?—A. Yes; there i.s tho Mollenhaiier. 

ft Where are they located?—A. Tliey are located over there in WilUamslmrg 
or Brooklyn; that is a large one, and there are .some smaller ones. I do not know 
where they are now._ There is another at Yonkers—the Natioind. 

_ Q. Well, of the refined-sugar tiroduct in this country, i.s there any .single organ¬ 
ization or concern that produce,s tho major part?—A. Ye,s; the American does 
that. 

Q. The American Sugar Refining Company produces more than yonr own con- 
cern and the Arbuckles combined?—A. More than all the rest together; yes. 

ft (®y Mr. Je.nks. ) About wliat tiercentage of the total amouiit refined is refined 
by the American?—A. I can not tell you that. I do not know. 

AMOUNT OP .SIRtll' PROPUCED IN REFININO, 

• another question with reference to the nature of the refining that 

is perhaps not quite clear. Out of a hundred imunds of the raw sugar you said it 
was a fair average statement to make that we could get perhaps tl3 pounds of the 



98 


HEARINGS BEFORE THE INDUSTRIAL COMMISSION. 


refined, and that also there would he about 3 gallons ol siruii?—A. About 13 cents’ 
worth per gallon, 

Q. Twelve l■(>uts of the value, but I am speaking as to the weight. Do you recall 
about what the weight of those 2 gallons would be?—A. Two gallons of sirup? 

Q. Yes.—A. The sirup weighs about 11 pounds—that is, water and all; that is 
from the raw. 

U. Well, you have then SlSl pounds of sugar and .about 32 pounds of sirup which 
make.s about ll-l pounds from 100 pounds of raw sugar. Thera is an addition 
that conies from the water used in washing the sugar, etc., that adds about 15 
pounds to the whole weight; that is right?—A. I do not know whether that is 
right or not. 

Q. Well, according to the figures you have given it comes to that?—A. I can 
not answer that. 


OFFERS TO PFROH.VSE WITNESS'S REFINERY. 

(By Mr. 0. J. Harris.) I understood you to .say that the busines.s had been 
unsatisfactory since you .started the last time?—A. Yes. 

Q. Have you ever had any oilers from other companies to combine with them 
or go out of busine.ss at all ?—A. No, 

Q. Either directly or indirectly'?—A. There has been a (piestion asked by out- 
siih'rs whether we wanted to sell, but we alway.s said we did not want to sell out; 
we did not build the refinery to sell. 

(J. 1 did not suppose it would come directly from any other parties; it would 
probably be done through outsiders.—A. Well, now, that is something that is 
difticult to tell, of course. 

Q. There has been talk of that kind to you by somebody?—A. They have 
asked whetluu' we would sell our refinery. 

WITNESS FOHMEKI.Y SOLD OUT TO THE SUOAR TRUST. 

Q. (By Mr.PmiJ.iPS.) Were you engaged in the manufacture of .sugar before 
the sugar tru.st was formed, tlu^ American trust'?—A. Was I engaged in it 
before the so-called trust was formed ? 

Q. Yes.—A. Yes. 

Q. Did you scdl out to the American trust?—A. Yes. I did not sell; we !ill 
went i u together when the trust was formed; the lu'use I was inti:rested in at that 
time went in. 

y. Do you own any stock in the trust now'?—A. Ye.s. 

Q. Do you own the original amount you put in the trust?—A. No, I do not 
hold the original amount. 

Q. There rvas no bargain or agreement that you should not go into the manu¬ 
facture again when yon sold out to the trust'?—A. I did not catch that. 

Q. You didimt agree that you would not go into the manufacture again when 
you sold to them'?—A. Nothing of the kind at all was asked or done; everybody 
was left free to hoe his own row, or do what he wanted to do. 

Q. (By Mr. 0. J. Harris.) If you had not started this competition again.st 
the American Sugar RiTining Company, do you have any idea that sugar would 
be selling as low as it is now'?—A. I can not an.swer that (piestion; I think other 
parties can answer that better than I can ; 1 think other partie.s would be more 
able to answer that than I iim. 

Q. I understand you to say that the decrease in price followed almost immedi¬ 
ately after you commenced or started business again; is that so'?—A, Well, it was 
not all in one ptuiod; you know the Arbuckles started in before wo did; and 
then the drop started, if I remember right, and went right down all the time. 

WITNESSS RECEIVES UIVIUENDS FROM SCOAR TRUST, BUT MAKES NO PROFITS IN 
HIS OWN BUSINESS, 

Q. (By Mr. Pmu.iPS.) Have you been receiving dividends from the sugar 
trust since you entered the manufacture yourself'?—A. Have I been receiving 
diviclends myself? 

Q. Yes.—A. 'Yes. 

Q. Will you please state the amount they pay '?—A. They pay 13 iier cent on 
the common and 7 per cent on the preferred. 

Q. Per annum?—A. Yes. 

Q. Yet you said you have not made any money in sugar since you entered the 
business. Has the trust facilities for manufacturing by which they can make a 
profit when you can not make a profit?—A. I can not tell you that. 
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Q. But still they are paying dividends ?—A. They are paying dividends, yes. 

Q. And you have not been able to jiay dividends on yoursV—A. I think f have 
said here that we have not mad(( any money in refining this year. 

Q. (By Mr. Farquhak.) Was the last dividend of the trust ia.i per cent?—A. 
At the rate of la ptsr cent. 

Q. At the rate of 13 per cent on oouimon stock ?—A. Yes, there is one payable 
now; on the 1st of July. 

Q. (By Mr. A. L. Harris.) What company did you belong to at the time the 
trust was fonned?—A. The Brooklyn Sugar llofining Company. 

mr’FERKNT CORPORATIONS THAT WENT INTO THE SVOAR TRUST. 

Q. Were yon aeqnaiutod with the different corporations that wont into the 
original trust ?—A. 1 beg your pardon. 

Q. Were you acquainted with the names—do you know the name.s of the 
original corporations that went into the trust ?—A. I do not know all of them. 

Q. Did they opirate all of them after the organization of the trust?—A. Nr). 

Q. How many of those refineries were su.s])ended ?—A. 1 could not tell you how 
many; of course the.y clo.sed some of them, I do not know bow many. 

(j. Would you remember them if you heard the names?—A. I will try to. 

Q. What became of the Doiiner & De Castro ?—A. They worked but very little; 
they worked some, but very liltle after that. 

Q. Wlmt became of the North Eiver Sugar Itefining Company?—A. They did 
not work at all. 

Q. Wimt became of the O.xnard Brothers?—A. Ido not believe tiiey worked 
at all. 

Q. What became of the Moller & Sierck?—A. They did not work at .all. 

(J. What became of the Bay Statr.)?—A. I do not know; I can not tell you. 

Q. You do not know'about the Fore.st City?—A. No. 

y. Nor Ihe St. Louis?—A. 1 ilo not know whether they W'orked any at all or 
not; I can not tell yon: but those right there in our neighborho)>d. I know they 
dill not work. They were all old bouses and were combined and changed, and, 
of course, they did not work at all. 

Q. (By Ml'. Pniiu.ii'S.) How many refineries w'ere closed down when the trust 
was Conned?--A. How' many wiu'e closed down? 

Q, Yes; do you know about how iininy ?—A. I do not know' as there w'as any of 
them closed down. You mean afterw'ards? 

Q. After the trust w'as formed. A. I liave s.aid what I knew were clo,sed 
down ; how many more 1 do not know. 

Q. What bi'came of those that w'ere closed down? Were they dismantled?— 
A. Some of them were. 

y, (By Mr. A. L.Harris.) Has the dividend on the common stock been alaiut 13 
per cent since the organization of the jiresent company ?~-A. I think it was tO 
until they were reorganized. 

Wlien was the reorganization?—A. Some of you gentlemen know better 
than I do. Was it in 18t»0 or 1801 ? 

tj. 1S!13?—A. Somew'bere around there; I do not know .iust when it was. 

Q. Do you I'emember the dividend that was declared in 18ii4?—A, I am not 
sure, but I gue.ss it was 13 per cent. 

Q. Was there an extra dividend in 18!tt of 13 per cent in addition to the lo ]>er 
cent?— A. There W'as one; 1 do not remember how mucb; I do not remember the 
date of it, but I know' there was one extra dividend once. 

Q. (By Jlr. PiiiLi.ips.) Would you care to state to the commission how much 
stwk you own in the sugar trust now'?—A. I w'ould rather be e.xcu.sed. 

Q; (B.y Mr. A. L. Harris.) 1 would like to ask if you know w'hether or not the 
Mollenhaur is connected in any way with the American Sugar Refining Com¬ 
pany?—A. I can not tell you. 

Q. Or whether the oiheers of the American Sugar Refining Companv own 
stock in the Mollenhauer?—A. I do not know, .sir. 

Q- (By Mr, .Ienks.) Their prices regularly go w'ith those of the American Sugar 
Kenning t.ompany the same as yours, do they not?—A. Yes; they have during 
the la.st few years. 

Q. bince this last cut in prices they have stopped work?—A. Yes. 

C'OMPARATIV'E ADVAN’I’AdKS OP RKFINERIES. 

Q. In the manufacture of sugar ai'e there any fecial secret processes as there 
are in other lines of business? Does a refinery orthe same quality or grade work 
the same as every other?—A. Well, about. 
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Q. There are not supposed to Iw any secret processes or anything of that kind?— 
A. No; I do not know that there are. Of course there are always some that 
have thorough knowledge of the business. 

Q. As far as ttio general process is concerned, with the same managers, they all 
do tho same thing?—A. Yes. 

Q. Your refinery is tho last one of the large refinerios that has been built, is it 
not?—A. Yes. 

Q. Ho that the i)resumptiou is that you have really as good a refinery as any of 
them, considering its size?—A. Well, I will call it that; let it go at that. 

Q. Yo\i bcdieve, then, that your cost of refining is really iw low as that in any 
other refinery?—A. I think so. 

9 . If yon can not make any money from refining, then you think ft would bo a 
fair inferonee that the American Sugar Refining Company can not make any 
money from refining?—A. I do not know what they can do, and besides tliat you 
all know when you start a n(;w refinery that there is so much machinery that 
you are at a disadvantage in the beginning, and that it takes a little time to get 
all the machinery and everything running smoothly. So, as I s;iid before, wo 
I'eally do not know what wo can do; we do not know how che;vp wo can run, but 
still we think, after the affair is started, wo will be able to run our own as cheaply 
as any of them. 

t^. (By Mr. C. J. H.vrkis.) Is your isunpany a stiK;k compaiiy?—A. Yes. 

VALU.^TION .VND CAPITALIZATION OF THE SPGAK TRUST. 

Q. (By Mr. Phillips.) About what wa.s the value of tho plants that went into 
the sugar trust, the American Sugar R(;fiuing Comiiany?—A. I do not remember 
that, and I do not know that I ever knew. If I did I have forgotten. 

Q. What was it capitalized at ?—A. It is now capitalized at $7.j,0U0,0(«), is it not ? 
(jJ. Was the addition or increase of capital before or after they bought the 
refineries in Phihnlelphia?—A. I think it was before; or did they issue a little 
more stock? I can not tell. 

Q. Was the original capital $.50,000.(1110?—A. I do not remember; Ithinkitwas; 
I do not remember whether it was or not. 

(J. Was it not increased after the purchase of the Philadelphia refineries to 
$7.5.0(KI,000 ?—A. I am not sure alsmt that; I think it was. 

(J. Do you have any hlea of the value of the plants that w<>nt in at that time 
from Pliiladelphia?—A. No ; I have not; I never was in a Philadelphia refinery; 
I do not know what they were worth. 

Q. (By Mr. A. L. Hakrtk.) Compared with your plant, what would be the aver¬ 
age value of the plants that went into the original sugar refining company?—A. 
Oh, I could not tell you that. 

(ij. Your plant is anew one?—^A. Yea. 

C^. And has a capacity of 3,000 barrels a day; and 5 of these which went into 
the trust you say were old and worthless apparently, leaving of the 1.5 10 good 
ones, and you can not say whether their average would bo more or less than your 
new plant ?—A. No; I can not tell that. 

Q. (By Mr. C. J. Harris.) Would 10 such plants as your present plant supply 
the sugar trade of tho United States?—A. No; I do not think they would. 

Q. (By Mr. A. L. Harris.) When you sold the Brooklyn refinery what was tho 
valuation ?—A. Of the Brooklyn ? 

CJ. When you sold?—A. It was in the neighliorhood of ,$:i.(H)0,()00; I do not .just 
exactly know, but it was just a little over $3,()()0,000. 

Q. What was the capacity of that refinery at that time?—A. Now I do not 
remember just what it was at that time. 

Q. Was it not one of the best refineries then running?—A. I believe it was. It 
was one of the best, but it was not one of the largest; but it was one of the more 
improved and had the most modem machinery; yes. 

Q. It was considered valuable property ?—A. Yes, it was. 

Q. Was that a cash valuation or stock?—A. Certificates. 

Q. You sold for $3,000,<}(X) in certificates?—A. Yes; a little over $3,000,000 in 
certificates; no cash. 

Q. At what were those certificates valued at that time?—A. I do not know; 
some valued them pretty high and some did not. 

CJ. Were they not valued at 50 cents on the dollar ?—A. Well, they had been 
sold, and were sold for .50 cents afterwards, you know. 

Q. Was that not the basis uisni which the purchases were made? Do you 
know anything about tho purchase of tho North River Refinery ?—A. No; I do 
not. You mean tho figures thefy got? 
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Q. I mean the one that Mr. Searlos purchased.—A. Yes. That was the North 
River. Y'es, if I do not niistako, they took cash ; they did not want tlie eertiti- 
cates, and tliey took cash. 

Q. Do yon remember the amount ?—A. No; I do not remember the amount. 

Q. Was not the offer $335,000 in cash or $700,000 in stock?—A. I do not remem¬ 
ber tliat. i)ut I believe that they took 60 C(mt8 in cash; I believe they did, but wliat 
the amount was I do not remember. 

Q. They took 50 cents?—A. I think they did, 

Q. It was turned over to the American refinery from that purchase?—A. I sup- 
])ose it was. 

Q. And went into the original sugar tnist?—(No audible response by the 
witness.) 

(By Mr. Jf.nks.) Was that, in your .iudgment, about the basis of the priia's 
paid in certifieat(« for the othei' refineries, about double what the fair cash value 
would he?—A. Well that varies, you know, a good deal. 

Q. Do you consider it about that with reference to yours?—A. No; I do not. 

Q, You do not heliove you got (piite double?—A. No; I do not tliink we got 
double; I nev<‘r thought so. 

Q. Yon thought your cau-tificates were worth probably more than .5(1 cents on 
the dollar?—A. Well, they are worth a little more today; yes. 

Q. (By Mr, A. L. ilAUnis.) You have no knowledge of the amount that the 
Brooklyn couipiiny was turned into the tru.st for?—A. I have no knowledge of 
what ? 

Q. Have you any knowledge of what the Brooklyn (snnpany was valued at when 
it was turned into the trust?—A. That is what we were first talking about; a 
little over $;i,0()0,0(X). 

Q. I want to correct myself; the .amount of trust certificates that wen; issin'd 
for the Brooklyn comj)any?—A. I have said a little over $;i,(l00,000. 

Q. And tin; capitalization; you have no idea of the capitalization when the trust 
wasformed—that $r)ll.lX)(),00l)?—A. No; Ihavenot. Ibelieve,if I remember right, 
that the companies were all left; they were not changed at all. They were ('api- 
talized. 1 think we were incorporated for $300,000. 

(By Mr, Jenks.) That was before yrni went in?—A. Yes; oh, long before; 
wlum we first organized, you know. 

Testimony clo.sed. 


Washinoton, D. C., Junv 1’,, ts:a. 

TESTIMONY OF HENRY 0. HAVEMEYER. 

The commission met at II a. m., June If, 1809, Vi<;e-Chairmau Phillips pre¬ 
siding. Mr. Henry O. Hav(!meyer was sworn and testified. 

Q. (By Mr. Ji.;nks.) Will you bo kind enough to give your full nam<^ and 
address to the ,stenogr.aphers ?—A. My name i.s Henry O, Haveineyer; my .address 
is 117 Wall slri;et. New York ; I reside in Greenwich, (lonn. 

f.^. You are president of the American Sugar Refining Company ?—A. I am. 

Q. Will you be kind enough to make a general statement, in the first place with 
nderence to the subject of industrial combinations, and then we will ask such 
supplenuuitary (luestions as may seem desirable ?—A. f understood that I would 
be a.skcd ipie.stions on the subject of tru.st,.s and corporations, and I have jotted 
brief form something I should like to read to the commission. 

(Reading.) 


THE OKIOIN OF TEUSTS. 


The mother of all tniets is the customs tariff bill. The existing bill and the 
piecociiii^^ ones have been the occasion of the formation of all the large trusts, 
exceptions, inasmuch as they X)rovide for an inordinate protection 
to all the interests of the c<.)untry, sugar refining excepted. Economic advantages 
incident to the consolidation of large interests in the same line of business are a 
p*eat incentive to their formation, out these bear a very insignificant proportion 
to the advantages granted in the way of protection under the customs tariff. 

mere pnibably 18 not ail industry that requires a protection of more than 10 
fhl +1 A? ^ oUain what is provided over such percentage in 

A le^ds to the formation of what are commonly spoken of as'* trusts,” 
w ith a protection to an industry not exceeding 10 per cent, all menace to the 
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community from trusts would coaso. This 10 per cent would represent the differ¬ 
ence in cost of production, and likewise a»*t as a protiction aj^ainst sui*idus prod¬ 
ucts of foreimui coimtries being dumped in our local markets, thereby interfering 
with the regular and economic working of our industries. Any advantage that 
might then aia-rue to such combinations, they would he fully entitled to, and the 
public would not be damaged thereby, as any expansion of price would ho met 
by foreign competition and relief. 

THE TAUIFF ON SUGAR. 

I have said that .sugar is an exception. Tln^ rate of iwotection on.ieugar is one- 
cighlh of acent per ixuuul, which is about ill per cent !ul valorem, and is not the 
difference in the cost of refining between this and foreign countries. The least it 
should have is 8 per cent, or, in speiufic; figures, one-fourth cent per pound. The 
sugar refining industry of this country, no matter what form its organization, is 
entitled to ade(piate protection, if any industry is. There are at least 100,000 
people dependent upon it. What it pays, or has paid, to its sto(^kholders in the 
past represents nothing more than a fair return on the capital invested, considering 
the extent of the business. 

Th(> United States tariff bill, in assessing about $t0 per ton duty on imported 
sugar, pa vs into the po(hets of a few Louisianans on their annual crop, of a.iO.OOO 
tons. SIO.'OOO.OOO; to the Hawaiian Islanders, probably i-epre.sentt.sl by l.iO for¬ 
eigners, on their annual crop, of 3.50.000 tons, $10,000,000; on say 100,000 tons, 
produced elstuvhere in the United States, $4,000,000. 

Here you have .$34,000,000, extracted from tlu.' i)eople of the United States for 
the sake of getting the revenue, whirdi .$10 per ton (ui foreign sugar provides. 
Tliis is merely illustrative of the whole tariff—every line of it—and its effect upon 
the people. In fact, the tariff bill clutches tin.' people by the throat, and then the 
governors and attonieys-general of the siweral States take action, not against the 
cause, but against the machinery which the people employ to rifle the imblic’s 
pockets. 


THE FORM IN WHICH RUSINHKS IS OONF, IMMATKRIAI,. 

There appears to bo in the public, mind a distinction between rohlxiry by an 
individual and that by a corporation. What is comnuuidable in an individual 
appears to bo dishonest in a corporation. . 

I maintain that it is immaterial to the public in what fonn business is done— 
whether by an individual, firm, corporation, or even trust. The.se aro merel.v 
foims of conducting business, or, in other words, machinery for the operations ot 
business. It is the duty of the Government to see that under the tariff laws 
which they enact, this machinery can not in its actions result to the detriment or 
impoverishment of the public. 

It would have been very ea.sy and proper for the Gov-ernment to have put a 
coiTesponding internal-revenue tax on sugar simultaneously with the imposition 
of the cmstoms duty, and have these $34,()01).00(t which now go into the pockets of 
a few individuals go into the Treasury for the benefit of the whole people. If no 
expense of the Government needed to bo provided for and protection to American 
industries was desired, the imposition of 10 per cent aft valorem on all manufact¬ 
ured products would have settled the matter. There is every reason why, if 
revenue is desired, that with a duty on raw materials ot foreign production, a corre¬ 
sponding intenial-reveniie tax should be levied on similar products, and the pro¬ 
tection to manufacturers thereof limited to an additional 10 per cent, 

THE GOVERNMENT PIX'NDERS THE PEOI>l,E. 

I repeat that all this agitation against trusts is against merely the business 
machinery emploved to take from the public what the xov ernment in its tariff 
laws says it is iiroper and suitable they should have. It is the Government, 
through its tariff laws, which iilunders the people, and the trusts, etc., are merely 

^'^Tto^Satements madetefore the committees in Congress and the speeches against 
the Sugar Refining Company are absolutely devoid of truth—utterly unworthy of 
credence The intention of Congi'ess, however, to enact something into law con¬ 
trary to wliat the sugar refining industry properly reauired resulted, irrespective 
of the great injury ami iiijuatice done, in the paasage of the existing sugar 
schedule. 
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I'KKJES OF SUUAlt IlKFOKl! ANU AFTER THE FORMATION OF rui'’, TlUrsT. 

Whcthor the Sugar Refining Company has been a benefit or injury to the 
eommunity can be best expressed in the table following, .showing the prices i'or a 
considerable period prior to the formation of the trust and for a correspomling 
period suhseciuent. The diffmnce since its formation shows an advantage to the 
consumer—note that, consumer—ol over one-eighth of a cent per p(juiid. 

[(’ouipilotl from Willott Sc (iray’s Weekly Statintical Sii^ar ’rrudo .Journal.J 
Quotations for raw and refined for twenhj nears. 



‘.Xjo <*.oiili- 
juwle. 

(4rjinn- 

latod. 

Differ¬ 

ence. 

1H7» . 

7. m 

8. ;1U0 
H.->rA 
7.797 
7.4-2} 

C). 7-2> 

r).:}:}u , 

5.:i4r) 

K. 7K;'> 
5t.*>(« 

].m 

1.41(5 

1.4^}7 

1.08:} 

.9:2} 

\m) .... 

IHHl... 

IWW .... 

s.ricii 
0. 780 ' 
(5.441 
(5.117 

n.m 
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1884 . 
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. 
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:}. (5851 

4.119 


1894 . - . 


18J»;> .. 


■ 

18m5 . . 

:{.«5:31 

4.149 

■ 4;r*;{9 
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lH75>tolH87 iti<-hiHivn _ 
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1.098 

.5X50 

1888 to 189,8 iiii.-iusivo . 1 







Diiroi‘«‘Ilrc. 

1 
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What the Snj?ar CompaJiy has di.shnrscd in dividends has been not hocanse of 
any extreme protecdion under the tarilf, imt out of conditions perfectly legitimate 
and (ajmmendable. Their records show comdusively that no a<lvantaj?e has evt‘r 
heeti taken hy the (annpany of any jirotectioii in excess of the 8 pei‘ cent claimed, 
1 . e., i c(‘nt per pound, under the tariff. 

Tariff laws should not afford protection exceeding 10 per cent to any industry, 
so that irrespective of the form of doing business, individual or corporation, the 
p(;ople—that is, the consumers, would lie protected. As the* tariff’ laws arii and 
have be<.‘n, it is the (consumer, i. e., the great mass of the people, who has terribly 
advantage of the few in the business community. 

Ihe bugar Company undoubtedly tries to do its utmost to enlarge i'ts bu.siness, 
hut does It in a way, which they (consider the only proper one, i. o,, bv making 
the pnee so low as to defy competition. 


OOUPOKATIONS UNDER NO OBMGATIONS TO THE S'I’ATES. 


.1 opinion that coriiorationa are under no obligations whatever to any of 

t ® nxistence. Quite the reverse; the States ari^ under obliga- 

tions to them. If the plants of these industries consolidated were capable of being 
T. State to State, you would find very active bidding 

ntim, not an unusual thing for certain localities to guarantee free tax- 

to W^+i water, and in some instances give the land to corporations 

f '“Sanize under their statutes and locate in their States. 

meets with its own condemnation. This is illustrated by 
its emnte™ent\m?a X'**')',. where discrimination against capital has prevented 
and a 'Iriveii it elsewhere, resulting in a greatly increased tax rate, 

and a tendency to increase the number of the unemployed. 
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(^Vl’ITAI, AND EAliOll. 

All I have te say abeiil, trade organizations and atriko.s is that, without violence 
thev are natural. They have one objection, however—their tendency to reduce 
all labor to a low l(>v(d. ^ 

■t I'lnlanthropy. Capital and labor will adju.st their own relations 

ir are let aloin.^ Iutorter(*iico always ojxjrates aj^aiiist one or tin* other* 
that means to tlio disadvantaf^e of both. 

There is no such tiling as monopoly in these day.s except that whicli resnlta 
from patents and (*opyn;;hts. 

The true *■ commuiiism of-pelf “ is the customs tariff hill. It says to the neojile. 
Here is the law we have enaetcMl for your robbery. Do not (‘oniplain of it, lint 
do your utmost lo attack and injure the macdiinerv eimaarod in exitt’actimr from 
you what W(^ leg'islate shall be taken from you. 

Keep uj) the (datter wliilo the voters (ui tii(' taidff hill take advantage of the 
noise to enaet laws that cause your impoverishment and thus contribute to the 
greed and avarice of the few.*' 


suo.Mi I’Rooiurr ok tttk world. 

I submit herewith a stateiiK'iit of the sugar product of the world, since 1894, 
showing the lu'oduetion and eonsumptiou of earn* and beet sugars, which inav lx; 
of interest to the commission. 


(’ountry. 

Estimate. 


Actual. 


1898-911. 

1897-98. 

1896 -97. 

189.5-96.; 

181M 95. 

CANE CHOI*. 






Cuba. 

Tonsf. 

Ton a. 

7'oh.<?. 



;tl)(MlO0 

250.000 

339.308 

393.71N1 

7:i5,CXXI 

Porto Rico. 

IU).(NI0 

r)1.023 

66.63:1 

49, SU8 

53,467 

Trinidad. 

45.(KI<) 

4.8.717 

49,389 

54..591 

53, (r3»l 

Burliados. . 

45. (KK) 

5.3,000 

.56.79:) 

43.975 


Martinique. 

30,INK! 

:3o,<)09 

:il,931 

:15,8*{6 


Guadolou|M^. 

R'l.OOO 

;J7.313 

43.0.55 

43.998 

:U.631 

Denjorani. 

100.000 

107.;io:J 

110 , . 5:17 

lft).4:J3 

IN*. 747 

Brazil. 

150, (KKI 

170.000 

300.000 

330,0(N) 

2(X>.(KMI 

Java. 

(UO.OOO 

63:{.oo() 

m, 140 

676,143 

noi).”)!!) 

Philippine Islands. 

17.5,000 

175,1)00 

30.5,914 

:i50,147 

2(X>,H70 

Mnufiliu.s. 

150.000 

Ii7.:i50 

147. r48 

140. . 54:1 

113,926 

Reunion. 

tO.lKX) 

;i5.3;{9 

48.447 

44.768 

:i8,248 

Jamaica.. 

30.000 

:i5,i)i)o 

30,000 

;tl,0IM) 

:io.(xxi 

Minor Antilles. 

80,000 

95,000 

IN), 0)X) 

:i8,oiK) 

27,(XX) 

Louisiana. . 

2;'i0,000 

;M5.ooo 

315, (N)0 

260,000 

335. (XX) 

Peru.. 

OO.INN) 

6.5.000 

70.(NNI 

69, (NX) 

75, (XX) 

Samrwich Islaud-s. 

130,000 

100. (KN) 

9.5.(KN) 

83, (RX) 

70,(XX« 

230,000 

300.000 

1IN).(N)0 

170,000 

148, (XX) 

Total. 

2,.>i:w,u0ll 

3..5;T7..571 

S,371.875 

2,704,447 

2,833,31:4 

BEET < KOI*. 






Germany. 

1.710.(¥)0 

1,853.8.57 

i,8:w.5:i6 

1,(117,812 

1,844.586 

Austria.. 

I.IKNI.OIIO 

8.31.1*67 

934,007 

79l,4();5 

1,055,821 

France. . 

K(K>,000 

831.3:15 

7r>3.(wi 

(xir.s.v-i 

792,511 

Russia. . 

7;V),000 

7;18,7J.5 

7:10.«nn) 

780.(XX) 

61.5,0;5H 

Belgium.. 

330.000 

36.5, :)97 

2iN). 000 

2:XMKK) 

243.957 

Holland. 

l')5.0()0 

135.*k58 

174,316 

llXi. 839 

84, ,597 

Other count ries.. 

15.5.000 

190,(100 

an.(K«) 

1 : 10 , (XXI 

156. (XX) 

Total. 

Total (cane and beet). 

4.790,000 

4,8.35,539 

4,917.840 

4,:i3:i,899 

4.792.531) 

7.:J2o,ooo 

7,;(6.3,li)0 

7,WI,715 

7,038,^6 

7,624,74:1 


Season 1894-05: Tons, Consumption. 

Visible supply,October 4,1894 ((’zarnikow). 501,900 

^et crops, 1894-05 (Licht). 4,70:1,000 

Cane crops, 1814-95 (Licht).2,832,000 


Total. Hjan.OOO 

Deduct visible supply, October 1, 1895 . l,J105,000givosfl,821,00f) 

Season 1895-1>6: 

Visible supply, October 1,1895 (Czarnikow). l,:)nr>,ooo 

Beet crops, 1895-96 (Licht). 4.:)24.000 

Cano crop.s, 1895-Wi (Licht).2,704,000 

Total.‘H.JSjn.OOO 

Deduct visibie supply, October 1,1890. . 1,^4,000 gives 7,110,000 
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Soason Tods. I'onsnmjition. 

Vi.«il)Io .suTiply, O'tobor 1, IflW (Czaniikow). l.an.UKr 

cTops, (Licht).....4,inH,(»K» 

CanocropH, 1H1H> Iff (Lii^ht). 


DodiK't viniiiUi supply, October 1,1897. 

LHon I«!ff-}W: 

Visiblo supply, 0<‘tolKir 1,181ff ((^zaruikow) 

Bool crops. (Licht). 

(’iitjo <-rops, IHiff-lW (Licht). 


8.f)U4.iNN> 

1.0i:;.<)(»l)KivoM 7.-J02,<KK> 

j.oi 2 ,uin 

4 ,H 3 r>,«)(l 

2,/W7,0(K) 


Total .-.-.S.m.lMMI 

Dodurt visible supply, OetolK'r 1, IHHH. . . 72(».(MI0 ^nves 7.1554.000 

Season l«W W: 

Visible supply, < 5<’tober 1,180M ((.■zariiikow)........ 720,000 

‘•K.st.iinatoiI“ beet crops, lH08-5m (Licbt)...-. 4.790,000 

“EMtiinatAsr’ cane «Tops, 180H-!>9(Ijicht). .2.5:j0.fj00 


Total 


8 ,O 40 .(NIO 


HOSTUilTV TO WKAIvTII. 

Thoro is ti ]u‘(;vfiilin;^ hostility to wealth. This is perfectly illo^cal. Everyone 
wants luoiiey. It is the abuse of money, not its possessirm, which is opjiosed to 
tlu' publii-, interest. 

This hostility finds it.s outlet in hostile legislation, in unequal and un.inst taxa¬ 
tion. All this is prohahly unconstitutional. It is directly against tin* interest of 
tin' very class. T mean tin' poorer class, whom it is supposed to benefit. 

OirporatioTis, whether’ directly sncdi or in tlie form of trusts, ar<^ an (expedient 
for uniting tlic interests of a large number of persons of smaller means into a 
largo aggregation of capital. 

Attack upon them is, therefore, an attack upon their .stockholders. In the case 
of many \vell-condiicte<l corporations these stockholders are very numerous and 
iiYi' ofteit p(a's<uis of moderate means, dependent upon their income for their 
support. 

Ill the absence of all disturbing causes, the direct tendency of a combination 
of capital is to promot<^ economy, rc'duce expenses, and diminish price. 

Tliis dot's m)t mean that a ptu-.son liaving anything to sell wall not gtd. for it the 
largest i)riet5 that lu‘ cun. It means tliat with the abundance of capital ready for 
invt'stim'nt wbieh is always fonnd everywhere, the only way to prevent competi¬ 
tion is to ket p indces below the (lompt'titive point. 

Grt'at juiblic imjivoveinents, faetories, and other enterpri.ses requinng large 
capital civher art' impossible unless through the instrnmentHlity of corporations, 
or are ^lossildt^ only through the action of individuals themselves iiosse-ssed of 
unlimitt'd ca])ital. It i.s t'asy to see what in the latter (^aso would happen to the 
(Munmunity. 

One form in which hostile action manifests itself is by higislation which is 
intended fo keep corporations and their products out of i>ai*ticular States. This 
legislation in some States takes the form of bills whicdi permit (dtizens to buy 
goods and with impunity to refuse to pay for them. This i.s a premium on 
dishoiKisty. 

In other States the attempt is to exclude articles which are of prime necessity. 
If the producers of such artieles were to follow the lead and to combine to keep 
their commodities out of tln^ State, it is (^asy to see what would result, i. o., either 
the people would bo compelled to go ^vithout, or they would bo forced to pay an 
inordinate price. 

Trade will always take t^are of itself. If it is left to pursue ordinary channels, 
A will see to it that B does not have any extraordinary advantages. It is only 
when the State intt'rferes that a situation is created of which advantage can be 
taken against the interest of the community. 

ONLY TWO FORMS OF MONOPOLY TO-DAY. 

In these days there are two forms, and only two forms, of monopoly: 

One, that which results from a patent and copyright. It is universally recog¬ 
nized that this is in the interest of, not against, the public. 

The rither, that which comes from unfair tariff discrimination. 

Tariff for revenue need not be considered. The expenses of the Government 
miist, of course, be piovided for. Tariff for the purpose of etjualizing against 
foreign bounties or foreign discrimination does not ne!^ to be justified, ^yond 
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that there i.s no excuse for Ki'rinf' to one infln.?try a proteetion of 100 per <!ent as 
against 4 p(;r cent to anoth(!r. The ri'Mult is that the Government fleeces the com¬ 
munity at large in the interest of some favoi-ed industry. 

THK KI'-KKCT OF HOSTIUTY TO COMBINATIONS OF CAPITAI,. 

It inn.st he hopt in mind that this is arioh country, not a poor country. It must 
he kept in mind that the object of everyone is to make the country stronger, 
wealthier, more im]«irtanf, more influential. 

The hostile .action to which I have referred, legislation against corporations, if 
followed to its legitimate results, would mak(^ the country les.s powerful, its peo¬ 
ple less ]irosperous, and would destroy tlu! influence which (mines from the rich- 
ne.s.s of the land and its xieople. 

Citizrais are divided into two classes—the industrious and those who wish to 
live on the industry of others. It is they who are without capital who are hostile 
to it. This is only another mode of stating tin'obvious jiroposition that it is those 
who are without means who wish to have wealth without work. 

FHOTECTION (IF 10 BKR CENT All VALOREM WOULD BENEFIT ALL THE FEOBLE. 

Q, I should like to ask you some questions in connection with your paiier that 
have a little more direct bearing upon your own sjiocial industry. I umlerstood 
you to say tliat you thought there should be no tariff above HI xier cent?—A. No 
protection. 

Q. The general principle you have in mind is this, that the difference between 
the cost of manufacture in foivign countries and this country is likely to be not 
over 10 per cent?—A. Yes; and th(‘ otlur jirovi.sion that it is very vital that the 
industries of this country should be k(!j)t constantly going so as to produce at the 
least cost. There should be no interriqition whatever furnishing any oiqiortnne 
chance for dunqiing the surplus jiroducts of foivigners into this country. 

Q. You would think, then, that wc had betb'rnot attemjit to take U]) any industry 
in which the difference in the cost of manufacture abroad and here is more than U) 
per cent?—A. I do not know about that: it would be a very difficult matter to 
d(dermine what the diff(>rence in cost should be: but I favor a horizontal protec¬ 
tion of 10 per cent. There is no law that can be franu'd to meet every particular 
ca.se, and it is to the advantage of the great body of th(.' people to bo considered, 
and not some ])articular mannfacturi'r who iiretends and can show that his industry 
is at to iier cent disadvantage, compared with the same industry in a foreign 
country. 

Q. By making (li.shon(*st representations to get legislation?—A. It is going pretty 
far to say dishonest: I should say that it is of benidit to the wliole jieople that 
this should lie limiteil to Id per cent: what the individual suffered would not 
count. 


lUtdTF.CTION NF.CKSSABY FOR THE SUdAH LVDUSTBV. 

Q. As regards your own special industry, I understood yon to .say yon thought 
a fair tariff would be one-fourth of a cent per pound instead of one-eighth of a 
cent?—A. Oueiiuarter of a cent per pound, 8 jiercent ad valorem; that foreigner— 
the German—is getting it at ii cents a pound; and 8 per cent ad valorem woiibl 
bo 34 cents a humlimd. one (luarter cent per ixmml. 

Q. This tariff of one (piarter of a cent would represent substantially the differ¬ 
ence in the cost of manufacture abroad and here?—A. That is a little in excess 
of it. 

Q. Could yon tell us about what the differem.'e is?—A. I should say the actual 
differ(!nce is between 13 and bi cents. 

Q. Between 13 and l.o cents a hundred?—A. Yes; the difference betw(‘en tiio 
bare cost of refining and living. 

Q. Will you outline in a general way wherein that difference lies?—A. The 

S le of this country jirefer the sugai' in the barrel, whicli has been the form of 
age for 50 yeans. It would be very (:xpen,sive to change it. It would throw 
jierhaps .50,000 people, out of work that are gathering staves and hoops in 15 or 30 
of the Western States. The iieople of the United States are willing to pay that 
difference. There is only one reason against it, and that is, that tho foreign pack¬ 
age, the bag, would supi»lant it. if it came here; because even against the peo¬ 
ples’ wishes to iray, tho willingne.s.s to pay that additional amoiint for the baiTel, 
the drummers and the wholesale and retail dealers would push the cheaper article 
and finally drive it out. That is the main cause. Tho other direct difference is 
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ti) 1)0 applieil on tlio total oxpenses; on the other expends, snch as hone black ii 
portion, eartaf^e a portion, and insurance a portion; the wages, of course, enter to 
the I'Xtent of one-.sixteenth, perhaps. 

CJ. In all of the.se particnlar.s yon mention, yon think the foreigner has an advan¬ 
tage over us—^insurance, hone black, wage.s, etc.?—A. Yes. 

y. But, th(! difference between them and yon, as yon have mentioned, is some¬ 
thing less than one-quarter of a cent per pound?—A. Yes. 

OtJTI'UT OF THIS AMEKIC.VN SUOAR BF.FININI) COMPANV. 

Q. May wo take np for a moment the question of prices of which yon have 
spoken? You have given here quotation.s on raw and refined sugar for 20 years, 
and also the world's output for .5 years. Hiive you put in your tables the output 
of the American Sugar Refining Company?—A. No. 

Q. Alxnit how much is that?—A. Almnt 30,000 baiTCls a day. 

Q. 'VYhat proportion does that fonu of the total output of the country now?— 
A. I have never l)e(m able to get at those figures, but I .should .say abimt 00 x)er 
cent. 

Q, You think about 00 per cent of America?—A. That i.s not of the capacity, 
but of the output. The fact is that these refineries are not woiking full. 

Q. Does the Amiriciin Sugar Refining Company itself have a capacity enough 
to supply the total demand if it were not for the oppo.sition? Your company 
could easily supply the total demand at the present capacity'?—A. The demand, 
and 20 per cent in exc(!ss. 

TIIK, I'KICFS OF SUOAR. 

Q. In this table of price.s that you have given you .show that the difference in 
pric(^ betweim tlie raw and refined has lessened since the organization of the 
American Sugai’ Refining Comp<any?—A. Yes. 

Q. That is the genenil rtisult. I Inive had a chart' made out hero that shows 
the monthly course of prices from year to year, and I should like to have you 
comment on it, if you will, ina.smuch as that is a simpler way to get at the price, 
thfm by taking it from year to year.—A. Well, the price of raw has depended 
upon conditions over which the American Sugar Refining Company or any other 
sngai’ refinery has had no control whatever. The large advams) in the last year, 
3h per cent, is due entirely to the war with Spain, the sugar crop being reduced 
thereby 3110,000 tons, enabling the foreigners to put up the ju'ice. 

Q. The Ameriiain Siigiir Refimng Coinpany could, being by all odds the largest 
buyer, liavi! something to do with that, and in some way it does determine what 
the price shall be'?-A. It has some advantages. It can combine different markets, 
and so. in a measure, offset the control of the.se exchanges in the world which 
specnlati^ in sugar. 

y. And by placing larger orders with one broker it could probably get a some¬ 
what better rate than a (snnpetitor who could place only ,a very much smaller 
order?—A. That is only in case the production is very much in excess of the con¬ 
sumption, as it was some years ago. Where it wmild relieve certain districts of 
the surplus, they might entertain a lower offer from one man than they would 
from a ma,iority, or a lot of buyers, the advanfiage being that by .selling it to one 
man the market price would not be disturbed on the remainder, but in the main 
it has little or no advantage over others in the prices of the raw sug.ar. 

Q. Now, let us look for a moment at these iirices year by year. I think I have 
madealittloclearer hereon the chart just whattheconditionof affairs is thaiiit can 
otherwise be .seen. If we go back some i! or 4 years before the organization of the 
trust in the fall of 1887, the difference in price between the refined and the raw, 
as you have exiires.sed it, is somethin;!: over seven-tenths of a cent for 3 years, in 
1884 a little over nine-tenths, and earlier than that considerably over 1 cent. The 
trust, was formed in 1887 and shortly after prices went up l^-j; of a cent, or a little 
oyer?—A. Themargin; wo had better use the word “ margin, ’ which represents the 
difference between the raw and refined. 

Q. The margin between the two?—A. That is the commercial designation of 
that. 

THF. F.FFECT OF COMPF.TITION. 

Q. That lasted for 2 years, then the margin dropped a little, to about seven- 
tenths in 18110 and to a little over eight-tenths in 1891, as shown here; what was 
the cause of the drop in the margin there?—A. I think tho comjietition with the 
Spreckles and Harrison refineries in Philadelphia. 


See genoml intrndiwtion. Chart sliowing prices of sugar. 
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Q. Those organi^^atioTis bo;?an work in the latter part of A. No; 

Spreckles did, I think, Imt the other a little later. 

Q. And the others ciiine in a little later?—A. Harrison was there: we did not 
fight him; we eonld mato- oiir dividend without fighting him, but when Spret^kles 
came in with his enormous capacity we either had to fight or make no dividend; 
wo concluded to fight and that i.s what we are doing now. 

Q. When wen^ you fighting agaimst him?—A. That fight lasted in the neigh- 
boriiood—lasted until wo got his refinery—that is about the length of it. 

Q. Then in the latter jiart of I8!)l thi.s margin went up to a little over 0.93 of a 
cent, and in IH93 to a little over a cent, and in IMOti to a little over 1 cents?—A. 
Ye.s; it went up ( o the usual margin we Imd laid out as neces.si»ry for the benefit 
of the stockholders and the proper conduct of the business. 

C^. Now, tliat margin ran, witli a slight decrease on the avomgo, all the way 
through, up until tin; latter pjirt of last year?—A. Yes. I want (o call your 
att(!ntion to one thing, viz, that we are exposeil to the Louisiana crop which 
begims to be harvested about the 1st of December, the profit of the sugar busi¬ 
ness being lowest genei’ally betw<‘en Dcssimlier. the beginning of the crop, and 
the l_st of Mai'ch wlien ttnit crop is ended, and that then the policy of the busi¬ 
ness is to increa.se the margin between the Ist of March .and the 1st of Decembei’, 
so that throughout the entirs^ year the average in'ofil . which involves the margin 
naturally, shall not excis'd onc-ipiarter of a cent a pound. That is the course of 
the bu.siness. 

Q. That is your general w,ay of doing Im.sine.ss. As regards this Loui.siana out¬ 
put. is that connected in any direct way at all with the American Sugar Refining 
Company?—A, No; e.wept (hat it is a tremendous competitor during tho.se 4 
months. Our meltings are displaced to the extent of that crop. 

Q. And yon lessen your output at (hat time?—A. To corre.spond with the crop. 

tj. Now, as regards this later droi) in (he margin, that was caused by what 
comiietition iiarticnlarly?—A. That is tin''new interlopers, the new refineries. 
What do you call them—these different refiners? There were half a dozen of them 
who began active operations, and threat.ened. if we left them to themselves, to 
dis])lace our nieltings to the extent of .ftl per cent. 

Q. Yon mean the Doscher and the Arlmckle refineries?—A. No; he does not 
“cut much ice "in the sugar business; he does in the roasted coffee business. 
There arc Arlmckk', Do.scher. Mollenhauer, and the National, of New A'ork; there 
is Nash & Spalding, of Boston; McKean, of Philadelphia; Cunningham, of Gal¬ 
veston; HcJiderson & Cogswell, of New Orleans; and what is known as the 
Crixjkctt Refinery, of San Francisco. So yon see we are in plenty of comp:iny. 

Q. And all of those put together make, in your judgment, about 10 per cent of 
the total output?—A. I think (hey could run out .oO, in capacity I mean; there is 
a gi'eat distinction between cap;icity and output. 

Q. In the output only about 10 ]ier cent at the iiresent time?—A. J should pre¬ 
sume that. At the end of the year after the official figures are made up I may be 
able to give yon that mfonnation. but I have now no way of ascertaining vvhat 
these outside refineries do. 


METHOD OF THE COMPETITION. 

Q. Now a.s iT'gards the cut in sugar: did the cut come in the first ])lace from 
the Amei'ican Sugar Refining Company or from the opposition?—A. I am not 
sure. 

Q. I infeiTod from your expression a moment or two ago, “ These ‘ interlopers’ 
came in,” that it was perhaps a jiart of your policy to see to it that they did not 
stay in the business too long; something in the same way that you dealt with the 
Spreckles's omiosition in Philadelphia.—A. It w,as part of our policy and iirinci- 
ples. We did not think they could have any advantage in iM'ofit over us, and we 
let them take the re.sults, whatever they may be. 

Q. Your iiolicy was, substantially, to put the price down so they would not find 
it profitable to remain in the business?— A. Ami to secure tho continuation of the 
output of tho American Sugar Refinery, which is very vital to it. 

Q. If the opposition refiners were ti i remain in the business they would lessen 
the percentage to your stockholders, you say?—A. If they remained in tho busi¬ 
ness and sold the product—two difli'rent things again. Every sale by them dis¬ 
places so much of the American Company's product, and this is what we have to 
look out for—that they do not. 

Q. If you can make it unprofitable to them they will .stop their B,ales, and in the 
long run the expectation is tliat the profit will be larger to your stockholders?—A, 
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Tliat would 1)0 tbo natural iiifercnt'o. Of (;ourso it ftoos witliont snyiii^Mf wo 
protect our own meltings it cun only l)o done under a conditiouof tliini^s tliat 
makes it unpn)fttal>l<‘ for our (competitors, the ri'iil niotiy<‘ beinj^ tlio protection of 
our own Imsiness, and tlio result being an absemte of profit to tliem. 

NATl'RK OF COMI’KTITTON OF (UtKAT ('OUrOJlATiONS. 

Q. Ill your jndgnu'nt, is there any difference in tlie «coinpctition that exists 
between a great organization like the AiiKTiean Sugar Hefining Company, with 
comparatively few competitors, and the general comix'tition that we liavo in other 
lines of busim'ss wlucre thev(c is no one organization t hat s(‘(‘m.s to b<5 dominant? 
Would yon say there is any difference in thopnnci])k'of competition that exists?— 
A. There is not much diffm-enee in the princi])le, but a good deal of diffei-ence in 
tine result. You take a largo corporation, and its stock Is in tlu; hands of the pub¬ 
lic; tlie public, owns the company; whereas in the case of the individual, he owns 
it all. I think thopublic. the seventy-five.millions of ])eoplc,if itelioosestolMM-omo 
inor «3 or less inten^sted in th(i Amencan Sugar Rofining Com])any, .stands a pretty 
good (diiun-e of knocking out a man who lias all liis money in one thing. 

Q. That is, if the pnhlic would buy freely the stock of tin' American Sugar 
ReTining Company?—A. Yes. 

(^. The public; own tlio stock of t lu' Ainericcan Sugar Itetining (.-om])any. I sup¬ 
pose they can hold it as long as they hold shares; tlnw can .shift it as they ph'ase?— 
A. I doubt if anybody could buy any of (he stock of these outside ivfinerie.s. 
You can not tell what they will (lo. 

Q. Can y<Mt tell ns in round numbers liow many stockliolders there arc^ in the 
American Sugar Relining (Company?—A. Elevcui tlnnisiiinl: almo.st enough to 
take ('nha. uinl Ihey would l;ik<nt if they could. jLanghtcr.] Of course that is 
not a ])art of tin'minutes. 

Q. (B\ ]\lr. ruUvURS.) That is just testimony. 

HISTORY OF THK OjniANfZATloN OF TMK SCOAR TRUST. 

C^. (By Mr. Junks.) The history and organization of tin' Sugar Refining Com¬ 
pany has heeii goin' ovc'r so many times in testimony before that it is not worth 
while to dwell on it at length, but in order that Ave may have the n'cord some¬ 
what complete, will you give a brief .sketch of its dcvcl()]iment, going back to the 
conditions of the old sugnr trust?—A. There were about twenty-live different 
firms or cojponitions in the sugar lnisines,s. I tliink the c'videiKH; before .some one 
of the Cougressiomd commitk'es was that for a pei'iod of ."> or 11 years before the 
formal ion of the t‘’ust, 18 of those faih'd or wc.'iit out of business. 

Q. Eighteeiiontof‘ie?—A. Notontof IBoutof about40. ItocciUTedtosome 
oix' to ('onsolidatc' the others, and 18 out of ,I believe, went into the trust, leav¬ 
ing 8 or 4 ont.sidc', who repre.sentc'd, I think, :>() per cemt. Tlien Sprc'ckh's built a 
reliiK'ry in ITiiladelpliiaand 2or J yc-ars after the formation of the trust, the trust 
or its succes.sor bought the Philadelphia retineries. 

Q. Will you explain in a word or two tln^ differeime Tietwemi the trust and its 
succes.s()r and the reason for its going into this otln'i* form?—A. Tlio trust was 
attacked, and tin; courts (h'cided it was illegal, and a comiiany Avas organized in 
New Jersey Avhhdi bought outright and paid for the different companies, Avliudi 
were the constituent companies of the trust. They then repre.sented, I think, 
over 00 per cetit of the output; tln'ii otln'i* rc'finerie.s began to be constructed, 
until now I think they Avonld represent 50 per cc'nt of tho consumption. 

Q. Th(U(( has Ikm'u no cOiangc! in the American Sugar Ih'fiuery propc'i*, so far as 
the ac<iuisition of otlnu* retineru's is concc'rned,since ISO??—A. ISO?, I thiidc not. 

Q. In tho tc'stimony before tho Ncav YTirk simato C(niimittee, 1H07. a list of these 
dinereut companies with a capitalization is giv(m. The ipiestion is whether tlutt 
list needs to be snppleiuente<l to bi’ing it up to date?—A. I think not. 

Q. The condition bi'fore the formation of tin; trust was about this; When these 
18 different coninanies failed husim;.ss avhs in such a condition, as a whole, that 
it was considered unprofitable?—A. Very uiiprc^fitabh'—ruinous. 

THK AHVANTAOKS OF <'OMHINATH )N. 

Q. Now,cauyout<>U aaTuU, siiecial ad\'antage.^—if you can give tliis in some detail 
I shall be glad—come from this organization, and in Avluit Avay you make your 
.savings?—A. The greatest advantagi' is in working the rcfinciy full and uninti'r- 
ruptedly. Of course, if you liave a capacity of 110.000,(100 and can only melt 
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100,000,000 Hoincboily hii.s yot to cut down inateri.illy. The moment you out down 
you iniu eiise the cost; by buying' up .ull the refineries, i)urning tlnun uj), and concen¬ 
trating tlio meltings in four refineries and working tlnmi full, you work at a 
minimum cost. That enables us to pay a dividend on the common stock. 

Q. So the chief advantage in the combinatiim was in concentrating the produc¬ 
tion and destroying the poor refineries?—A. Precisely. 

Q. Are thci’o any other Hi)eeial advantages that conn! from a large combination 
of this kind; for (cvainph*. in the way of transportation?—A. I do not know of 
any adv;intago in that way. Under the inter.state-commercc act we dare not take 
a rebate. The .Sugar Trust and other trust.s are in such odium that they are lay¬ 
ing for us fellows so th;it there would be no escape; there is no advant.age m 
tran.sportation. 

Q. Are those refineries all concentrated in the neighborhood of .blew York?—A. 
Nc). There is one in New (drh'ans and one in Boston, but the fates from Now 
Orleans, except to points almost contiguous, have no advantage over the New 
York and Boston rates. 

Q. So it is simply in the immediate neighborhood of the refineries tliat jam get 
an advantage in transportation?—A. That is all. 

Q. Is the busiiK'ss of .sugar r(!fining of such a nature that the genor.al processes, 
etc., are substantially la.mmon to all sugar refiners?—A. Yes. 

Q. There is n<i sp('cfial advantage that comes froJu (•ombin.ation in the way of 
common use of patents or patcnt<'d processes of any kind?—A. I think no one 
man knows it all, and if you get a half a dozen men in the business you get ideas 
from them, and in lhat way you get a ■■ deadly paralhd " on your business. 

Q. And you can more probably make improvements?—A. Greater .skill and 
greater ability. 

Q. Simidy a matter of greatm- skill?—A. Simpiy a matter of greater skill and 
greater ability. One man might have it all. though, in a separate and independ¬ 
ent refinery. 

t^. Still, in your own oiiinion-.V. My own opinion is, no one man knows it 

all; all men frecpimitly can learn from others. 

Q. Is there another saving to he made in the (!o.st of superintendence, or in the 
amount of wages j.aid,from concent rating and running refineries at their full (■,a,i)ac- 
ity?—A. It is inappreciable. The economy, of course, thi^ cheai«ming of jirotluc- 
tion, is duo to the regular and full work. You can understand, if it costs me 
three-ejuarters of a cent to refine full it would cost me one and one-half cents to 
refine half. That is exaggerated, of course, simply to make clear the advan¬ 
tages of working Ji refinery full and uninttn-mptedly. 

Q. The (pK.-stion was alonga .soniewhat differetit line. Yon probably produce 
as much in 'J refintuies running full as would have been prodmusl in .'i or 0 differ¬ 
ent refinerie.s without the combination?—A. We produce more .sugars in .t refin¬ 
eries now th,an 34 before, and naturally the difference in the economy is repre¬ 
sented in the profits. 

C^. (.lertainly. It is also true, is it not, that one source of economy would be 
that you do not need in thes(! .5 refineries so many laboring men as in the 34 
refinerie.s?—A. Undoubtedly. 

y. And the benefit of that saving is a general benefit that will be represented 
partly in profits .and partly, perhaps, in the difference in the prii;e of the proil- 
uct?—A. Difference in price in favor of the consumer. I do not lay great stress 
upon that matter, however, except as a bnsines.s propo.sition. We run our busi¬ 
ness for business, and have attempted to keepjirices so low as to defy competition. 
Unfortuinately, we have not snccoeded and are in it now up to our throats. 

Q. I understood you to say that the general principle upon which you had made 
pri(;es was that you would take a quarter of a cent profit and give the rest to flie 
consumer?—A. That is it. Wo felt that any increased profit, even if we could 
make it—and under the tariff bill wo can not make it—would lead to outside com¬ 
petition; we would bo inviting comi)etition. 

CAmALIZATION AN1> VAI.UATION OF TUI! SUOAR TRUST. 

Q. There has been a great deal said at different times with reference to the c.ap- 
italization of the American Sugar Refining Company .with refenmeo to the amount 
of certificates th<;y issued for the different plants, and so on. What was the gen¬ 
eral principle that you adoi)ted in fixing the valuation of the different idants that 
came into the organization?—A. Well, wo bought tho stock at what we could buy 
it tor, whi(di wa,s con.sidered tho value, according to what wo termed value. I 
would rather have the brand of a refinery as value than to have a building worth 
millions of dollars, and that feature which is called go(al will in tho brand was 
undoubtedly well estimated. 
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Q. That is exactly the question. I wanted to get at the meaning that yon your¬ 
self attach to the term '• value ” in capitalizing the industry.—A, Well. I do not 
think we thought much of it then—of defining the value of each particular plant. 
Some plants we bought probably more on account of the real estate value; others 
we took i)ecauso they were going (mncerns; others wo took for their .standing; 
others had very valuable trade-marks; all of these things figured in; but how we 
can setmrate or divide them I can never tell. 

Q. The question was: Would they contiibute to the profit of the neworganiza- 
tionV—A. Yes. 

Q. Then your general basis of valuation was the paying capacity of the plant?— 
A. You know I know nothing about it except .so far as my own plant is concerned. 
We figured up that our plant was worth so much money and they .accepted it, and 
we have alway.s felt we sold it at an inconsiderable price compared with its real 
value. 

Q. The real value there again being what one could make out of it?—A. Yes; 
being the v.alue of the trade-mark, the name of Havemeyer as identified with 


tj. A.S regards the capitalization of the pre.sent organiz<ation, the Amerhian 
Sugar Refining Company, you would say it is c;»pitalized over its reai value?—A. 
Very much ninler its real value. 

Q. And you get at that in wlnat way, by simply taking the price of stocks?— 
A. It is my idea that it it was not for this clamor against trusts, and tile hostile 
State and national legislation toward the sugar industry, wo <!ould sell it for 3 or 
3 times the amount of its capitalization, and I have never found a better estimate 
of what a thing is worth tlnan what peopli; are willing to pay for it in cash. 

The pre.sent output is about 3(1,iWh barrids?—A. Yes. 

Q. What i.s the producing (eipacity?—A. I should say it was nearly f.l.OhO a day. 
You moan the capacity of all the rcUineries? 

Q. Yes; that is what I mean?—A, That could be run by the company. 

Q. You mean by that that .some of them are lying idle? You are not counting 
any of tlnjse that are dismantled?—A. No; only those that, are idle and ready to 
work in case of fire, or any other business (smtingency. 

Q. Can you give us any idi'a as to what it would cost to build new n^fineries with 
that capacity?—A. The mere cost of building? 

y. The cost of building refineries to give you au output of 4.‘).00fl?—A. I .should 
.say from $30,0(10,000 to ,$3o,000,0(l(). Of course the laml—that depends on where 
you build-in New Yorkis very expensive; in Philadelphia it is not so e.xp(.‘nsivo; 
in New Orleans it is not .so expensive, and in Boston it i.s not so e.tiiensive. 

In siieaking of this thirty-five millions you were e.xcluding the land?—A. No; 
I took the land in under normal conditions. The latest refineries 1 understand 


co.st about two and one-half millions each for 3,000 barrebs; multiply that by hi 
and yon arrives at the figure I name; I have no other data. 

So as regards the capitalization of the American Sugar Ri'fining Company at 
the present times, then, in round numbers, $30,000,00(1 to $3.'i,(10(1,(10(1 is about what 
it would cost to build the rtsfineries?-A. As nusre buildings? 

As mere buildings?-A. I think the brand of Havemeyer & Elder would 
bring thirty-five millions alone. 

Q. That IS thecpiestion I have in mind, as to how far this buildingvalue should 
be con.sidered, and how far goodwill and other matter.s of that klmVf—A. I never 
separated them. This is the first time that question has (.!V(!r bemi put to me, and 
I have never given it any thought. I do know that tvheu I went in business 30 
years ago—you see I am au old-timer—the daiW melting of Havemeyer & Elder 
was 300,(100 pounds; now it is over 5,000,000. That will, you see, give you .some 
idea of the value of the brand. There is no other refinery in the universe that has 
wobably increased its product 10 per cent. I would rather have the brand of 
Havemeyer & Elder than half of the other sugar refineries in the country. 


THE COST lU' REH'ININO SUOAR. 

Q. The cost of refining ha.s been going down fairly rapidly for the hist 3 or 3 
years, has it?—A. I do not think it has gone down much. 

Q. There has been some lessening in the cost?—A. Relatively the dillercnce bo- 
tween working refineries separately and concentrating them represents almost the 
difference in cost to-day. 

Q. In Boineof the sugar papers, e.g., Willett & Gray's Weekly Statistical Trade 
Journal, it was stated that in earlier years when tlniro was a margin lietweeu raw 
and refined of five-eighths of a cent, it would represent the cost, the substantial co.st 
of refining?—A. The cost of refining has nothing to do with the margin; that is 
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not the margin. The margin is between 96 centrifugal and granulated at 100; 
the cost of refining is the actual oo.st of working that sugar. 

Q. A statement was made to this effec’t some 5 or 6 years ago: That when the mar- 
m\ was above five-eighths of a cent it was fair to assume that everything above 
nve-eighths was profit?—A. When the cost was about five-eighths, but not the 
margin. I want to call your attention to something perhaps you do not guite 
clearly understand. 

Q. The statement was made, I Iielievo, that all the margin above five-eighths 
of a cent was to be considered as profit, and five-eightlis of a ceiit.tcibo taken as 
the cost of refining. That was some years ago.—A. That is not so. 

Q. That was some years ago. Now, if you will be kind enough to make the 
statement you were going to.—A. The margin between raw and refined deals 
with I)6-dcgreo sugar, between sugar containing 96 per cent of pure sugar, and 
granulated, which contains 100. Tho commercial value of a degree of sugar is 6 
cents, and 4 degrees multiplied by 6 is 24 cents; so. for tho margin, the differ¬ 
ence in sugar, you have to deduct 24 cents. Now, there has never been any 
cost of refining that I have ever been acejuainted with less than one-half cent a 
pound, and at the time of tho formation of tho trust it was threo-(|uarters. Now, 
you have got the whole bu.siness. We maintain that when we reduced the cost 
we were entitled to tho profit, and that it was none of the public's business; we 
took it and i)aid it out to our stocklndders; it maybe business policy to sliare 
that with the public sometimes; we did not do that then; wo have done it since. 
We h;vd to increase tho outimt: we could injuri' our competition by reducing our 
margin. This is bu.siness policy again, not philanthropy. 

Q. 'Y'ou say you have never known the actual co.st of' refining to be less than 
one-half cent?—A. No; I doubt very much if any rcfineric.s can do it. 

Q. You think, so far as your own company is concerned, its cost of I’cflning is 
probably less than others'?—A. I do not think w(! are at any disadvantage com¬ 
pared with them; but you must bear in mind 1 iiut is my individual judgment; I 
have no means of knowing what they arc, so as to compare the two. 

Q. Your own estimate, really, is this: When wo find the margin at ■it) cents a 
hundred-A. (Interrupting.) Margin at three-fourths. 

tj. I was going to say tlwit when we find tho margin at 59 cents a hundred the 
refineries are running at a loss'?—A. Yes; that is a f;iir inference. 

Q. When we find a margin of 7.5 cents a hundred, presunmbly-A. (Inter¬ 

rupting.) Oh, then it i.s beneficial. E.vcuse mo—the margin at 7.5—them is no 
great damage done then. 

Q. Probably some profit being made'?—A. Not unless cvcryl.hing is working in 
concentrated form in the very best manner. 

(j. When the margin between raw and refined sugar, then, stands at 59 cents a 
hitndred, or lower, dividends can hardly bo paid out of profits'?—A. Not out of 
profits resulting from such margins; no. 

TIIK l,!UKSTION OP TUANSPOUT.VTIO.N. 

Q. That is a fair inference, of course. Now a (piestion or two with reference 
to freights. 'Yon say that under the interatate-cominerce law the ipiestipn of 
rebates is one that is not t<} be considered. Do the railroads give the larger ship¬ 
pers of .sugar any advantages beyond their published freight rate.s in tho way of 
storage, for example, at tcnninal points and such places'?—A. I am not very 
familiar with that, but I imagine they give tho ordinary bu.siness facilities; it is 
a high note when a railroad can not give its patrons storage or anything else. 

Q. I understand that is the custom. I wanted to ask you what the custom 
was.—A. I wish they would give them a barrel of .sug.ar; it would incrca.se the 
demand and lower the price. The practice in former years was to give us such 
facilities us they had; if their stores were empty, or it happened to be a lively 
sugar season, and sugar would go there, and it was convenient to the trade, they 
naturally gave us such aci;ommodations as they had. They never built any store¬ 
houses for us; but since some of these outside warehou.ses have been kicking about 
it, the facilities, I believe, have been very much restricted. 

Is there anyallowance of any kind made for the amountof sugar shipped?— 
A. No. That is all done away with. 

Q. They substantially go at carload rates'?—A. Altogether .at carload rates. 

Q. Can you give us any definite information with reference to the amount of 
sugar shipped over the different railroads going out of New York and Brooklyn?— 
A. I can send it to you. 

Q. Wo shall bo obliged if you will.— A. That is done umha- agreement. 

Q. 'Will you explain the nature of the agreement, please'?—A. To protect 
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ourselves against these companies, wo had to agree that W(' would give the rail- 
roiids—that is. the entire sugar industry would give the rail road.s—each a 
certain percentage of sugar which had been determined by the commi.s.sioner 
there (whoever he is; some commissioner ha.s it in charge), and they fixed the 
percent.age that each road wa.s entitled to. I think they took the ."i preceding 
years’ bn.siness as a basis, and detimnined in .accordance rvitli tliat the .share of 
eiich; that cmded all this disposition to cut. aud I do not think there are any cuts 
whatever on sugar. 

Q. Now there is a certain percentage sent to eacli railroad in .accordance with 
this agreement?—A. Yes. 


Perccntaj/i' of xni/or/rc/(/lilK. 

[Furuisluxl liy <). [iaveiiit'yer.J 

Prromt. 


New York Central and Hudson River Ftnilrmd. JKI. 

Krie Railroad (’ompany.-..-.- .. Jis.rti 

West Shore Railroad... 12. 

Lehigh Valley Railroad.... 14.47 

Now York. Ontario and Western Railimd.... . 15 

{’onti’al Railroatl of New Jersey .. .... 

(ViJtral Vermont Railroad.-.-- ... 

Chesaiioako and Ohio Railrojid ... 8.75 

Total.. ... lOp.tXt 


PIKFKRKNl'E IN MAUdIN IN DIFFERENT I'AKTS <)F Tiri', COCNTRY. 

Q. iiuir^iii betwotui tlio‘.d» and tiu‘ rcliinsl siig,arsu}>stan1ially 

t,hi^ saiuo ill N<'W Yorktliat it is overywhon^ clso in tlio ctmntry, orwiiatistluMlif- 
tVroiice in dilfemit soctions of tlio couiiiryV—A. Tin* in icois tiiosunn in all other 
inamil'aeinrin^^ centers as it is in New York: in New Orleans it is a lit tie hi;gher. 

Q. T was^odu^' to ask in reference to (.‘ulif.orniaV--A. Tiieyareinarowover 
there, and tlii‘irnmrj(in is less; heretofore Iheyliav ehadatleastlmlCaei'nt a Round 
protection in frej,t,dit over the Rocky Mountains, which has naturally accrued to 
tiudti as n'finers wlu‘71 no competition exisU'd, Now tlo'y have competition by 
outsido ji'fiiieries, and I believe competition is evmi worsi.^ 'ilien^ than liere. 

(^. Wliat interest has the American Su^nir Retiiiini^ (dimpany in the California 
retinei'iesV—A. They own a one-half interest in the W(!stern Sii^ar R(;finery, the 
other half beiii^' owned by Sim'ckles. 

Q. And whoowns this new one?—A. Some of the Hawaiian planters: they were 
di.ssatislicd with tin; price obtaiiu’d for theii- sui<ar in San Francisco, and fuiilt a 
rclinery. 

Q. Does the Aiina'icau Sn^^ar Refining' (dimpany liavc any interest in the pro¬ 
duction of raw su^ar? When I say interest, 1 mean linancial interest, of course. 
Does it own sugar plantations, and s(j on?—A. They have some intiu’est in 
California. 

The (question was .suggest('d hy your reuiarlc about ('uba.—A. That is a mat¬ 
ter of patriotism; .1 snppo.se J. ought to have qualified lliat. (hiha is a (Muintry 
that can supply the United St.atc's entirely with their sugar in It years, and it isa 
great pity we do not have it ami liave sugar at 2cents a pound in.steadof a, whieh 
we are paying now. That is, if we could liave raw sugar coming in from Cuba 
free, witliout tariff, we couUl sell it at o, and have the raw at it would have to 
be refined. 

AMERICAN SUUAR REFININC COMPANY AND TItE COFFEE BPSINESS. 

Q. There has been considerable said, in the last 2 or years with reference to 
tlie American Sugar Refining (kunpany going into the coffee business.—A, They 
are in the coffee business, and in it to stay. 

Q. Will you explain the cirimmstances under wliich tliey went in and what the 
ettect upon the prices of coffee has been? You just exjuessed tlie opinion that 
w»a were in it t() stay.—A. A goin^ concern at Toh^do was offered to the firm of 
Maveineyei* & Rider—agoing coffee concern; they bought it; and wlien it was 
clearly established to the directors of the Sugar Company that it would be an 
mlvantage to them to own that plant they liought it from Haveineyer & Elder. 
When Haveineyer & Elder Ixmght that plant green coffee was selling for lOcents 
\ roasted coffee was selling for 15. Tliose who had the management 
or the business told mo that the production of coffee would in tlie next few years 
be on such an enonuous scale that I had better keep out of tlie coffee market as 
much as iMisHiblo. Of course, having the plant, it had to be run; we could not 
83 a ——8 
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(^loso it np. Wo wonld lose our brand-s, lose prestige, and lose busine.ss, .so wo 
inirn(!diately dropjieil the price to the difference between the cost of roasted and 
green coffee. The cai.st of roasting, which was ij cents, plus the cost of green, 
made it bi; so We imim^diatcdy gave the consumer the advantage of 2 cents a 
pound. This was a gain for business reasons. I want that distinctly understood. 
It is now worth (i and not long since droppial to 4, and roasted instead of having 
a margin of :i cents a pound has now only 2i, so that the benefit-the con.sumer 
gets is a price of h.l as against I."). How much of that is chargeable to the opera¬ 
tions of the Woolsi>n ,Si)ice Company in ju'otection to its business on busine.ss 
principles you can form your own idea. I do not think the tight has begun y(‘t, 
if there is going to be one in the coffee business. We are trying to avoid it by 
making a l)etter grade of coffe(! and by getting it out of the cati^gory it was in. 
We are trying to be in a field distinctly l)y ourselves, tln^ same as vk'. are in sugar. 

Q. Wluur you lowerisl the price in the first i)lace, was the reduction made 
because you thought there would be more immeyin e.xtending the sale than in 
keeping the prici! where it was Ix'fijreV—A. We were afraid of the raw market, 
and having to run the plant w(! had to get rid of the product as .soon as it was 
madigand the only way 1 knew to do it (ptickly was to make it de.sirable to the 
consumer, and .so we put prices down to actual cost. We were held up by a judge 
for li months on a suit by Arbuckles. but after that it began to dron gradually 
until now it is 81. 

<ll.i:()OSF. AND THE CKOnUCT OK TIIK St'OAIi TIllTST. 

Q. What is the relation, if any, between glucose sugar—I am speaking now of 
the pi'oduct—betw<Hm glu(s>se sugar and tlie tiroduct of the American Sugar 
Refining Company't How tar does that come into competition, if at all, in the 
market?—A. The sugar itself does not come into compidition at all , but the sirup 
made from glucose has virtually knocked out the consumption of refined molasses 
in this country; they buy it in preference. 

Q. What are the special uses to which it is put?—A. Table consumption and 
confectionery of all kitid.s, and they use it in the preparation of malt, I believe, 
for brewing purpo.ses. 

Q. So it coimvs in as a competitor with the sirups jiroduced by the Sugar Refin¬ 
ing Company?—A. With the residuum of the Sugar Refining Company—molas.ses. 

Q. Has the American Sugar Refining Company any interest, directly or indi¬ 
rectly, in the Glucose Sugar Refining Gompany?—A. None whatever. 

Q. Have you, personally?—A. No; I had a little interest at one time, but I sold 
it out. 

tj. .So at the present you have none in it?—A. I may have 100 shares, but not 
over that. 

THF. MKANINO OF MONOroTA' AND THE EFFECT OF OOVEItNMENT INTEKFERENCE. 

Q. You expressed au ojiinion in your paper with reference to the inadvisability 
of legislation for the regulation of busine.ss, and immediately afterwards with 
refei'ence to the nature of monopoly. Have you thought about the matter defi¬ 
nitely enough to give us a definition of monopoly?—A. I do not need to give you 
my own because I am irre.siionsible; it has been declared by the courts that there 
can lie no monojioly without restriction, and it there is no restriction there is no 
monopoly. I have a peifect right to manufacture, to sell, and to conduct a nusi- 
ness which represents a tiarticular article or any article in the United States; 
and thei'o is no rea.son why I .should not, and there i.s every rc'ason why I should. 
I .say hands off ■’to the Fc'deral and State governments just the moment they 
interfere with the control in any way, shape, or manner. They increase the cost 
to the consuincT in my opinion. He is the important factor; I do not think the 
middleman or anybody else counts a snail ol your finger compared with the great 
mass of consumers. 

Q. In speaking of “restriction," in the legal definition of monopoly which you 
have just given, did you have in mind any particular legal restriction? You 
would not consider it a restriction if, by virtue of the fact that you control ftO 
per cent of the output of sugar, you practically fix iirices for the other pro¬ 
ducers?—A. No; anybody can go in the sugar business that wants to. 

Q. Suppose, for instance, these competing sugar refineries were put on this table 
to take in. You would not take them in?—A. I would take them in pretty 
quickly, and get out of them all I could. As long aside not restrict, or the Gov¬ 
ernment interfere with them, anylwidy can get into the business. Why is not that 
a good business proposition? What is harmful in it? That is the way business 
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has been dono from the year one, and always will be. ,lust as long a.s ymi inter¬ 
fere you increase the cost, and that is a detriment to the consumer. 

Q. It seem.H to have been the result of the sugar business the la.st 13 years that 
during the :i years that competitors have tried to get in the prices have bism lower 
to the consumer to a considerable degree than would have been tbe case if you 
had not had such vigorous competition.—A. Undoubtedly. Furnishing the con¬ 
sumer at a less pritas is not the only evidem^e of bu.siness. You have got to tak(! 
care of yourself, and that.is quite an important matter. Wf! are <loing that now 
and the consumer gets the ailvantage; every time it is th(,‘ consumer. 

<^. If you succeeded in the counso of the ne.vt year in taking up tho.so refineries, 
as if they were on the table, as yon say, then the consumer would be likely to bud 
the effect of that in the other way, I suppose?—A. To tin; c.xtent of a (piarter of a 
cent, sure. 

Q. You oxi)ect to limit to a quarter of a cent?—A. Yes; I think under the tariff 
bill we should not have an opportunity to increa.se it. Thcnv! i^; this distinction 
of doing business on legitimate gi-ounds and doing it under a larilf bill which 
permits you to fleece the people. 

Q. Wi'th the tariff we have you can not go beyond that'?—A. We can not; but 
we have been singled out and in.iured under this clamor that: you must do some¬ 
thing for somebody; so we have been injured while you are dealing out some of 
tlio' swag" to others. That is it; you can not dod,ge it, and the people are 
getting on to it. 


gFP’KC'r OP' ]tp;,MOVlN(J tup; TAUIP'P’. 

Q. Suppose the tariff on refined sugar, tbe differential, should be removed 
what vyould be tin; effect'?—A. tt. would kill the sugar inilustry. 

Q. You think if this diffci-mitial were removed—- A. It would inflict a terrible 
and infamous wi-ong upon lOO.UlM) ])eoph; dependent uiion it. It is mm'cly truck¬ 
ling to a miserable clamor—a bugabcjo-this babble about trusts. 

Q. Will you be a little more specific as to the way in which ii, would affect 
them'?-A. It would permit America to bi; tlu! dunqiing ground ipf all the beet 
suga.rs of (term,-my, Austria, France, an'd Russia; it would reestablish the sugar- 
refining industry of Great Britain, and everything would go to them in the wav 
of labor to supply to 70,01)0,ODO people over 2,000,000 tons of sugar, and it woulil 
be taken out of 100,000 people that arc living uiion it to-day. It would Im simnlv 
an infamous atrocity. 

Q. You think the sugar industry is practically di'pimdeut upon this one-eighth 
of a cent dilferentia)'?-A. It is indi.spen.sable. Let there come the slightest cause 
tor any interruption in the refining bu.siness here so tlmt jn'ices advance, and we 
would be inundated at once with foreign product, becau.se one-eigbth of a cent 
IS inadeipiate; we ought to have one-quarter. One-eighth is not what w'e ought 
to have. ” 

Q. It is only what you could get'?—A. No; it is getting something we do not 
want to have. That was the object of the law. 


TiiK cAi:sp;s op’ jionopoi.y. 


^Ii'-PblbUPS.) Spe.akingof monopoly, if 1 understood your paiier von 
attribute nip .nopoly or trusts to two cau.ses; first, iiatents, amt second, tariffs Did 
I uiiderstami it correctly'?—A. Yes. 

Q. That they were the outgrowth of two causes, pal,eiit rights-A (Inter- 

rnpting.) Yos. 

Q. (Continuing.) And the tariff lovieil bv the Government'?—A. Yes- nractical 
monopidy, not legal monopoly. ’ ‘ 

Company Trust is admitted, i.s it not, to bo one 
anvti**' '^''0*' existed?—A. I said with few exceptions. Of course, 

p Staibliu-'l Oil Company has not any- 

isnotariffimoil*^^'*™’ find that there 

y. That is -what I am getting to?—A. I said the tariff, 
hj. You said due to two causes, patents and the tariff'?—A. Yes. 

been ■ifFected ill Standard Oil Company has never 

this 'ounrivo^^^ degree by tanff, and yet it i.s one of the greatest monopolies of 
inonoiinl v ^ A f ^ oountry?—A. My dear sir, you are entirely off on the subject of 
wiin ^ is something which is carried on, or may bo carried on 

without competition, the oil business is open to the world; it is open to evei^ 
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citizen (it the lTnit,e(l Stiites, hiuI the reason they can not go into it is Ijccanse tlio 
Standard Oil Company makes the price so low that it smashes them, and gives 
the consnmer the heneiit ot it. You have got to take eithm- one position or the 
otlier. Tlie consumer is the man to bo considered (and tlie consnmer means the 
great mass of the people, the 7.'i,1)110,000 jaiople), because he gets the benefit of 
the chea[) goods, and the more because he gets the advantage vvlien the competi¬ 
tion is wiped out, and very properly wiped out. 

y. Then you understand that the rea.son why the Standard Oil Company has 
become so ]iromineut in monopolizing the oil trade is becau.se it is aide to manu¬ 
facture cheaper than others. Now, if that be the case, why have they bought out 
or crushed out all refineries, alt pipe lines thus far, with a view ,iust now of start¬ 
ing- in to do husiness. If you take their own dividends as it basis you will 
find that they are juaking an e.xorbitaut profit; for instance, oil ts selling at a 
little over a dollar a barrel now, and very freipiently for less than $1, and is it 
not shown by the Standard Oil Company's own dividends that they have been 
making, for the last lOorl.'i years, more jirofit on each barrel of oil than they have 
been paying for iff—A. You are confounding profits with monopolies. What is 
the leasou I can not own a gold mine with a million dollars in iff It is all mine. 
I am undertaking to nieet the iiroposition that you made by .saying tbat the Stand¬ 
ard Oil Company make retim'd oil cheaper. That is the reason why they domi¬ 
nate trade. 

Q. Do they make piolits Ix'cau.si^ they make oil cheapi'r, or because they pur¬ 
chase tlu'ir I'ivals, circunhscribe, circumvent them in .some way f—A. That is all 
business. What do you call the brand ot Havemeyer & F.hlerf You start a 
refinery and it costs you .'JlO.OOO.dtK). Somehodv loans that ten million dollars, let 
us say ; and Havemeyer & Elder, to protect tliemselves, put down the jirice of 
sugar and say to them : '-You can not market a barrel ot sugar while that brand 
of sugar is being .sold." 

Do you think that the Standard Oil Company, if the markets had bi-en 
opened to the world, to the people, if they had not monoiiolized the pipe-line biasi- 
m'ss and dominated legislation and got a reduction in freight, got discriminating 
rates, they could have dominated, as they have V—A, I think that before the inter¬ 
state-commerce law went into elfect the Standard Oil Company had advantages 
which they should not have had, but that is ancient history ; they are here to-day; 
they go right from the fields to the consumer; they fiirni.sh oil chea|ipr than it 
can be furnished by anyliody ('Ise.and float is to the benefit of the consumer. It 
is to the absolute annihilation of the middleman or anybody else in tlie oil busi¬ 
ness, in my judgment, and if it goes into the poidiets of the few people it is per¬ 
haps so much to be regretted; but there is where it goes, and likely it wonhl be 
very nice to have them divide it. But until you find what Carnegie is going to 
do with his millions I do not think you can get the Rockefellers to tell what they 
are going to do with theirs. They have got it. 

tj. Now, you said that they ai-e here; is not the reason they arc here becau.se 
they can do things cheaper'f I undertook to .say that there no iiersons engaged in 
refining, shipping, and transporting oil abroad and at home, who are making a 
very large profit, but that could make a much 1,-irger profit if they had the same 
facilities and markets open to them as are to the Standard Oil Company?—A- I 
dare .say there is a field at iiresent with the competition of the Standard Oil Com¬ 
pany, but if it ever got momentous I think the prestige, aliility, and great wealth 
of tile Standard ()il Company would knock it out. I may bo wrong; I am talking 
about .something I do not know much about. 

oouNTUY wnni.n iii.; jiettkr oi’f wmioin- the aoitation aikuit tkcsts. 

Q. (By Mr.C..I.llAituis.) Do I gather from your remark that you think it is 
a jiretty good idea for all competitors to be knocked out but the one that csintrols 
the business?—A. That is trade and you can not alter it, and the B’cderal Govern¬ 
ment can not alter it, and the sooner you realize it and stop the talk about it the 
better off the country will be in that respect. 

Q. What we are trying to get at is whether it is bott.3r for the country. We 
want to know whether that is a good state of affairs to have‘?—A. Take the price 
of oil: Do you .suppose it is better for the country of T.r.OIIO.tlOO of people to have 
oil 2 cents cheaper or to establish half a dozen competitors in the business who 
are in it for the same amount of gore that the Standard Oil Company is, and 
who increa.se the price? That is like what we had in sugar. You stop hero the 
work by giving !^4,000.<li)0 in tariff on sugar to have a number of people in 
Louisiana and a few people in Hawaii employed, and see where you are. 
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.V.MOIINT 1)1'' I'KDTEOTION NKOESSAllV Foil Al,l> JNIIIISTIUKS. 

Q. I jnilgp from yonr iissiiy, and I should like lo know whether I am riglit or 
wrong, that you are against protection, except that extended to the sugar trust. 
Am I right?—A. No; you are all off. 

Q. I should like to have the secretary read tliat part of tlie essay.—A. Suppose 
yon allow me to state it; it will be much briefer. I said I did not think any of 
these industries ought to have over lU per cent. 1 thought more was inoi'dinate, 
liecause it allowed these combinations of capital to fleece the country. I am in 
with you for proti-'ction every time, hut I limit it to 10 per cent; I draw the line 
at 10 per cent. 

Q. Is that because 10 percent fully covers you, or because yon think-A. 

(Intcn-upting.) Eight per cent would cover me; I .so e.\-])resseil it in my paper. 

Q. I think that has been brought out before, that industries the name as your 
own were not in need of more than 10 per cent. The same principle would ajiidy 
to them that does to you, I understood you to say that unless you had jirotcc- 
tion the reliniug industry would be driven out of this country. Is that so?— 
A. True. 


CAPITALIZATION OF TFIF, KUUAH TIIUS'I' UKSUMF.l), 

Q. The capital stock of the American Sugar Kefining (lompany is .$7.“).(l0ll,i)()i>, 
is it not?—A. Y^es. 

y. It has not been increased since tho.se figures were published?—A. No. 

Q. What is the output of refined .sugar in the United States'?—A. 1 do not 
know. 

y. It was estimated at some ;t,l)(K). 00 ( 1,0011 pounds a year or two ago'?—A. That 
is right. 

y. I think you estimated it here at 200,000,1X10 bari'els a while ago, did you 
not'?—A. I .saiil the present output was about .'iO.OOO a day; that is not so all the 
year around. 

y. We have had testimony in our hearings which would lead us to believe that 
ten refineries, at a cost of a million and a half dollars apiece, which would be 
Sl.o.tWO.OOO, could supply the refined-sugar demand of the United States; that the 
capital to run those would not exceed ten more millions, which would be l.wenty- 
five millions. Now, if the consumer is to be considered, and be is the main fac¬ 
tor. I would ask you what the cou.sumer gains by paying the American Sugar 
Refining Ci >mpany < m a capitalization of $7.),000,(XX) if $'h'),1)00,(100 will do tiie same 
bnsine.s.s? -A. If those premises are true—and they are not—you would find that 
tlie fellow tiiat made tluit stiitement would want about 50 per cent on his stock 
instead of I'? per cent, I do not think the man who made that statement is abso¬ 
lutely coi'i'ect: 1 do not tliink ho would bo content with 20; ho ivould want .50; I 
do not know of any advantage to the consumer. With my knowledge of sugar 
refining, tlie cost 'if it and the capital reiiuired, no such thing could bo done. 

EFFECT OK ('(IMPETITION ON THE OONSUMEIl. 

Q. Is it for the benefit of the consumer that prices are temporarily put ilown 
when competition enters the field until you can crush out that competitor, as 1 
gather from your testimony? Is it for the advantage of the consumer if, when 
that com])(‘tition is crushed out, you put up the prices immediately thereafter to 
sucli a margin of jirofits as will cover all these expemses and others—that is, the 
expensi's of the fight, the we.ar and tear, the buying out refineries, and all that? 
I would iisk you if that is for the benefit of the consumer'?—A. 'Well, I do not 
know. Y'ou would have to find out what the figures were in order to determine 
whether it lyas just or not. I think the consumer would have to be subject to 
.such a condition of thing.s if it was a trade condition. 

y. I ask this because yon have, in your testimony, laid such strc.ss upon the 
interestsof the consumer.—A. Do you think by lowering the prices merely to cru.sh 
out the competitor, as you put it, that the consumer is not benefited? 

y. I say be may be benefited temporarily for (1 months or a year; but if .after 
the crushing out has taken place you then, as yon said in your testimony, resume 
a margin of profit which you consider i.s the right thing, and that is the only thing 
you are governed by. I ask you then whether the consumer will be materially 
benefited or not'?—A. Is he not benefited to the extent of the reduction of prices 
during the fight? 



118 HEARINGS BEFORE THE INDUSTRIAL COMAIISSION. 


Q. He/ is; Imt if h(' lias to pay donblo or throe times the price after the flglit is 
Gilded I tail to see where he is lienotitcd?—A. He is not, if he has to jiay that. 

Q. f iiiiderstuod yon to say when the war was ended yon evened nii?—A. Yes. 

Q. The price you put on was for the benefit of the stockholder?—A. Yes, 

IT IS IWIIl TO OET ALI, OUT OE THE OOMSUMICU I'OSSIBLE. 

Q. (By Mr. Fauquiiau.) Did you state hero that !)0 per cent of the whole 
product of this country could be jiroduced in factories that cost .iilKjOOO.OOO?—A. 
I think so. 

Q. Now, your own caiiitaliz,ation is ,$75,1)00,1)00; I presume as a business man you 
Avoiild say that the difference between $:!5,000,000 and $75,000,000, os .$10,000,000, 
is irood will, branils, and all that sort of thing in your husiness?—A. You are 
iiialeing statements that are backwards. 1 did not say tliat the ,$:!5,000,000 were 
reipiired actually to reproduce the refineries that are already a jiart of the capital 
of the Aiiierican Comp.any; I saiil we took in 10 jilauts, the co.st of which, together 
with the good will, brands, and such thiiig.s which we can not divide into the 
separate accounts, which I have no way of doing, did represent this .ST5,000,(KI0. 

Q. Well, say it was fifty millions; even it uji. That leaves $25,000,000 which 
seem to stand for good will, brands, etc. Do you think it fair that the consumer 
.should pay a dividend to your company on these brands, good will, etc,?—A. 1 
think it fair to get out of the consumer all you can, consistent with the business 
proposition. 

Q. You state that as an ethical po,sition before the commission, and you have 
to stand on that ethic;il iiosition tor fair play. Now, 1 want to know if you 
think—you stated that tin/ consumer rei’eived the benefits of this consolidation 
of industry—it a fair ethical proposition, independent of the business view you 
put on it, that the consumers should [lay dividends on this .$25,000,1)110 of over- 
capitalization?—A. 1 do not care two cents for your ethics. I do not know enough 
of them fo apply them. 

Q. Well, as a business proposition, is it right?—A. As a busine.sa proposition, 
it is right to get all out of business that you possibly can. If you get too much 
of a iirofit, you get somebody in compelit.ion. What 1 object to is a tariff bill 
which allows the.se consolidations to mulct the public through them. 

oenurai, effects of the tariff. 

Q. Well, take your position on the tariff bill where you talk .about 10 per cent 
differential; would a 10 per cent differential have brought the tin industry to 
this country?—A. Well, if it would not, the country would have been better off 
without it. 

Q. But, would it h.ave brought it? Do you know?—A. I do not. 

Q. Would it have brought the glass industry to this country?—A. I would like 
to have proof to the contrary before I wouhl say it would not. 

Q. (By Mr. Farijiuhak.) Do you take into account, as an American—you say 
you are a iirotectionist, whatever may be your views of protection—that m mak¬ 
ing tile tariff bills in this country or in making any impost legislation we have to 
take into consideration two gToat facts, first, the w.ages paid to American work¬ 
men, and secondly the interest on American money? Do you know of any inilus- 
tryin this country that 10 per cent ad valorem ever created—any one—ever, to 
the making of tacks?—A. Shall I be perfectly frank, anyway? 

Q. Yes.—A. How aiiout steel rails? Steel rails were exported at the time the 
steel schedule was under discussion; they were being sent to England and Scot¬ 
land. They can bo produced for $15 a ton; they are worth $24 a ton; now the 
reason they are worth $24 a ton is hecau.so tlio people under tho tariff are mulcted 
for tho difference. I am not talking ahout things that are ancient hi.story; I am 
talking about things that e.xist. I am not talking as to whether 100 per cent was 
necessary or not; I am talking about the effect of the tariff to-day, which is the 
mother of these tru.sts which are mulcting the people, and there is not a line of 
it free from this abuse to-day. 

Q. Why not make an open propo.sition to abolish tho tariff on all sug.ars? Why 
would not that be a good thing?—A. Why is it not right and proper that the 
American sugar industry should have 10 and 1.5 per cent whore you are giving 
others .50 and 100? Why this outra(jeons discrimination? 

Q. Has not your trade been sufficiently jirotected under the tariff?—A. No. 

Q. Why?—A. Because wo only get one-eighth and need one-fourth. Whore is 
the rule of ethics that yon were talking about that gives you 140 per cent and 144 
per cent on some industries and cuts the sugar industry down to 8 and 4? . 
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Q. Do you recollect what the price of steel rails was hefore the tariff was put 
on at all?—A. I do not know wHat steel rails were. I liavi? ^ot (’arnejiii*: ! can 
(juote him to the effect that he could export steel rails to any pari of the work!. 
What did he want a tariff for? 

Q. Is that possibly a natural result of j^revions protecdion?—A. Oli, jvs, of 
protection; 1 am with yon there every time, but not inordinato protection, nor 
arc you in favor of that 1 believe. 

THK CONDITIONS OF LABOU. 

Q. Yon made one queer exiu-ession—a remarkable one—in your essay here. 
Sx>eaking of strikes, you say that they lead to a low level. What do yon mean; do 
you mean a low level in economic ccmditions. social conditions, waj^e (^onditicuis, 
or what?—A. Oh,l think it takes the independence out of a man. He can not 
work for less than what the trade union pres(;ribes. H(5 (^an not ho his own 
master in aiiythiii^^. That is rather a wide subject; Ido not want fo ])nrsnethat. 

Q. (By Mr. Kknnkdy.) Does not your combination take a good deal of inde- 
l)endence out of competitors who were pretty independent jn’eviously?—A. A^oii 
bet, we do. But wluu'e a man s necessiti(‘s are so great tliat lie is willing t o work 
for $1.50 a day, he (am not do it because the trade union tells liim not to ^v■ork for 
less than .$3.* I do not want to go into this subject. 1 have toiicln d it very 
i)ri(‘fly, i)ut I woulil ratluT have it ])ass(‘d. I do not tbink trades unions a7-(‘ an 
adyanl,age to the working class. 

(^. (By Mr. Ratciicoud.) If a c<»mbination of the laborers of \ho. country is 
not an advantage to the laliorers, wlnu-ein or Imw can it be an advantago to tluf 
caxiitalists of the country to ('ombine and to the (^miitry to have IIhuu (•oinbinc?— 
A. 1 did not say 1 hey should not combine. I have not retlect('d upon labor, lam 
p(‘rfeetly williilg 1o h'ave labor to its owui devices. 

Q. Nor have I nndcj'stood you to state that; I simiily asked you when.'in is the 
advantag<‘ or tho disadvantage to labor.—A. Tliey certainly hav<‘ ver)' matc'rially 
increase(l tlndr earnings under combinations. 

Then it must bo advantageous?—A. As long us this combination i>r consoli¬ 
dation of caintiil continues under the tariff I wtmld go in for a consolidation <jf 
labor. 

Q. (ByMr. Kennkdy.) Did not y<m reflec^t on tradeninonsvory seriously whmi 
you said they pnlksl labor down to a very low level?—A. P(*r]iaps tliat wa.s an 
nnploasant way to jait it, but I really do not see that tlieso labov nnioiis an' any 
particular advantag(^ to the laboring class. It certainly confiiK's a man 1o do just 
as it is mapiied out for him to do; he is not a free work(‘r or an iieh'pemUint man 
in aTiymanner, shai)e, or form; and hi‘ is whistk'd out at llie dietation of the few 
men hy wdiom lu' is controlli'd; and it is extending mov iii the.KO afbliated inUu-- 
ests. Yon .see it is a very wide subject, wliich I should i»retei’ to dr(.»]) and expunge 
it from the papei*. 

Q. (By Mr. BaiLiiii^;.) But does not the organization of caiiital conqiel tlu) 
organization of labor in order that they may nmet on eipial terms? Otlierwiso 
one dictates and tlie other submits.—A. Undoubtedly. 

Q. How can that bedone (except through trades unions?—A. I do not belirve it 
can. 1 hav(^ alrc'ady stated that labor, to jirotect itself, has got to unite, form 
tradt's unions; ha.s got to cani.solidate, or I believer that these corisirations would 
run them out of existenc('. Tht're is no doubt about it. 

Q. (By Mr. Kknnedy.) That Inang so, then how will this organized labor bring 
other labor down to a very low level? If they have to me(‘t it , it is a good thing 
for them.—A. Where a man isnot independent, where he can not act, if his family 
is suffering, lu; can not do it. Where the need of work is absoliitelv recpiired for 
him to m(‘et his monthly exjienses he ma^ be whistled out for (lays out of ^0 
by a board of dedegate.s. It is a very serious (luestion, but I would' ntUier you 
would ii(»t (piestion me about it; I would rather you would (‘Xpunge the whoh^ 
matter. 

Q. Do you not believe in organization when you go into a ilirectors’ meeting?— 
A. I do; hut when I go into a hoard of directors’ nu'cting and do not like it, I get 
out. A poor man is not exactly in that status. 

Q. A laboiing man can do the same thing?—A. No, he can not; because li<' can 
not got positions in labor as well as those whose jiositions are jmrely Inmorary. 

Q- (By Mr. PiiiLLir»s,) How are they regulut<Hl: are tln^y in)t regulat<‘d by a 
few men?—A. No, they are not. They can sell out and get out. 

Q. So (?an a laboring man; ho can resign his iwsition.—A. I will open the bas¬ 
ket; I will throw uj); I will submit. 
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IfKARINGS REFORE THE INDUSTRIAL COMMISSION. 

OH.PUCTS OF TOK AMEItrCAN SUHAR UEWNINCI ('OMl’ANy. 

9- (By Seiiatoi- Mai.i,oky.) Dull uiulerKtiind you to say—iierhaps I may have 
misunderstood you a while ago—that it was your policy to make as much profit 
out of the consumer as you jiossibly rauld?—A. Consistent with husiness methods. 

y. Consistent with business principles. In other words, your idea is that your 
organization, th(! Anierh'an Sugar Refining Company, will, if it can, get the 
maximum pi'ofit out of its biisiiu'ss from the consumer. Now, I also understood 
you to imply jit h-ast tliat it is the policy of the American Sugar Refining Com¬ 
pany to crush out all com])(ditiou, if iios.sihle.—.4. But that is not so; there is no 
such ti'stiinony, I iinderstiiiid it has been juit in tluit form by one of the gentle¬ 
men heng but it is not the fact. What I said was that it was the policy of the 
Americiin Coinpany to maintain and protect its trade, and if it resulted in crush¬ 
ing a com])etitor it is no concern oi’ tho Anuu’ican Company: if he gets in the 
press, that is his affair not ours. 

y. And if any one interferes with the bu.siness. profits, or competition of the 
American Sugar Refining Company it is its policy to jireveiit it if iioH.sible?—A. 
By lowering ]jrofits to defy il. 

y. And if it results in crusliing him out-^V. (Interrupting.) That is his 

affair. 

y. Not the affair of the American Sugar Refining Comjiany?—A. No. 
y. Now, suppose in the natural course of events the American Sugar Refining 
Comiiany should suppress—ive will not ii.se the word cru.sh out—all comiietition, 
all opposition. 1 niiderstand from your theory—business principles-that you 
would theii seek to get out of the public and consumer tho largest amount of 
profit consi.steut with your idea of business princiiiles'i—A. Precisely. 

y. Then, if you hail tho iiower to charge or impose prices on the public, what 
would be your idea of the limit that the ]niblic could possibly stand?—A. X think 
it w'oiild stand a (juarter of a cent to-day. I think we could do it for ilO cents a 
hundred. X think the country is really damaged by having a number of people 
in tho business. 

y. That is not an answer to my question. My qiie.stion is the limit? What 
restraint wouhl you put upon yourselves? What would be your restraint?—A. X 
call that restraint business consideralions. 

y. Would it not be the utmost limit that the consumer would boar?— A. Until 
we had competition we should he in that iiositioii, but whether or not we would 
excivise it is quite another matter. 

WHKKH TTIK PltlCK WOULD N.VTURAI.I.Y UK FlXKD. 

y. Ill other words, if you had all oppo.sitioii suppres,s(‘d the prices would he as 
high as the public would bear witboiit provoking additional competilion?—A. 
Preci.sely. That is, in the absence of any tariff liill. If it was not for the tariff 
bill we woiihl iirobably be doing as others are doing under it. Harrison had it 
very much higher; we can not, they can not. 

y. If yon liad, howey<‘r, the same iirotection that others have in other lines of 
industry you would raise it higher ihau it is now?—A. We did have at one time 
considerahlo protection; but \yc did not lake ailvantage of it, for the reason X have 
named, that wo did not think it bnsine.ss policy to raise the price considering tho 
large indusiry we had to control, and to expose it to outside oiiposition; but I 
maintain that we ought not to have had the opiiortunity under tho tariff hill to 
have done it. I do not think tho consumer should be placed in such a relation. 

y. On a pliilantlirophic ground?-,4. No, no; but it is to proU.'ct the consumer 
from being mulcted in an inordinate degree under the tariff bill. 

y. (By liepresentative Bell) . As I understand the witness he contends, and also 
establishes in a measure, that tho onlire jiroccdiire is a business proposition, and 
that he has in view all the time tho penaanency of his business?—A. Precisely. 

y. And in consoipience of that you try to hold your prices at a figure that will 
bo profitable to you by reason of your economical methods of concentration, and 
at the same time at a figure that would not bo very profitable to otliers who are 
not so concentrated?—A. X'recisely, con.sidering the extent and the vastness of the 
business. 

y. And therefore that it redounds to the benefit of the consumer generally?— 
A. Yes. 

y. And to yonr stockholders by reason of their great economical benefit. That 
is my understanding of your general principles of husiiiess?—A. Precisely. 
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■I'HK lUSSINKSS I’RINCIPI.ES OP OTHKK COMHINATIONS. 

Q, But I want to ask yon if all ooriK)rations or the trnats Kenerally follow that 
princiiih) in the (‘arly forniation period of the orKanizationV—A. I do not think 
any of them do, except the trusts that are not dependent n])ou a tariff trill; I wish 
that distinctly understood. 

Q. Now, for instance, the copper trust. The cost of their product has about 
doutried in the last few years; it is something like 18 or 19 cents now where a few 
years ago it was 9 to 12. You take the iron and steel business. In that prices 
have gone up greatly. Farm implements, nails, wire, and everything made of 
iron ami steei in tiu; last few months have gone up enonnou.sly. Now^ is it vour 
.iudgment that in thosi; industries the combinations are following the same lines 
thiit your company follows in holding jiriires down?—A. I should not like to crit¬ 
icise anybody else. It is very easy to determine what the price of copper was, 
what protection there is under the tariff bill, and what the price is now. C'opiier 
is produceci in other parts of the world. 

y. Do you not think there can be a trust witliout the tariff bill?—A. Yes. 

THE SMEI,TEES’ TEtlST. 

Q. For itistanc<',rp(-pntly we have had the smelters syndicated; they have all 
gone into a trust. There is no tariff upon smelting; there is no tariff on their 
proiluct. Now paper.s from my State, Colorado, where we have mori! smelter.s 
than any other State in the Union, that rcTiched here this morning say th:it the 
smelter men have had a meeting and have agreed that it the men do not work 
after lo-moriow by the hour (to-morrow being the day that the 8-hour law takes 
effeid in the State of Colorado affecting the mines ami smelters)—tliat if they do 
mjt yield to-morrow the employers will draw the fires from every smelter in the 
Stati'?—A. That is a terrible thing; I would not want to fa(^e that, I think I 
Would go out of business if I ever was confronted with any such condition of 
things as that. 

y. Thai, is the report of the meeting of the smelter trust. Now, do you think 
that that is au advantageous organization where that kind of power exists?—A. 
How are you going to prevent it? 

THE KI.EVATOK TEtJST. 

Q. You have suggested tin! tact that the lowering of the tariff would destroy 
it. Now 1 am trying to jsrint out a case where the tariff \rill not touch it, 
ami we must have .-iome other remedy. Recently, before the Interstate Com¬ 
merce Conuuis,sio)i, one of the managers of one of the large Western roads 
stated that they do not take freiglit from tlu' individual farmer; that they can 
not, and that they never will deal with the individual fanner, or whe.at raiser, 
or corn grower of the West while they can make a contract with a combination 
of elevaiors. He further says that they charge the elevators much less than 
they do the indi vidtial farmers and that they can afford to charge them nnicli 
less. Now there is a combination entirely different from yours. There is 
one that takes a drawback. I appreciate the position you are in; you say you 
rtri'use to take a drawbai^k bec;iu.se of the adverse comment and the conflict 
against good liusiness policy. I realize the benefit and a<lvantages, for I c.in see 
some of the reasfjus why your company has gi'eat jirestige following such well- 
established business principles. But does the ordinary corporation or trust in its 
formative period do that?—A. Well, there is a very strict law, and of course if it 
is not enforced it is juetty serious on the fellow that is not in with the rebate. 

Q. What would you sugj'est in the w’ay of limiting these trusts that are not 
aff(«-ted by the tariff; like, for instance, the elevator trust of Minne.sota, or the 
smelters': rust?—A. They will not take commodities from the farmers, you say? 

Q. That is, not at the same figure. They are iKmnd to take freight; they are 
bound to ship a man's grain.—A. I should take it from the farmer in preference 
to anybody el.se. As business, I get d(jwn tr> the producer. 

Q. But the railroads say that Uiey will haul twice the distance for the elevator 
company that they do for the farmer for the same price.—A. That is against the 
law, IS It not? Can you not get the law on those fellows. 

Q. I think it is again.st the law. Yet they had them before the Interstate Com- 
_inerco Commission, and when you prove that it is against the law they simply 
get ai'ound it in a different way. "You do not believe combinations like that are 
lienencial to the public, do yon?—A. That is so at variance with what my ideas 
of business principles are that I will have to admit that it is not. 
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1IEME1)]KS .NOT TO BE SOUOHT IN I.EOISEATION. 

Q. (By Mr. Piiii.lips.) Do yon, then, licliove that siKili trusts as tlio smelter 
and elevator trusts are lieiieficial?—A. Well, I own some stock in the smelter 
trust, and I am not goiii},' to commit myself on that; hut I may talk more freely 
on the elevator trust, as I do not own any interest in tluit. But I say this; Hands 
olf. The conditions that have arisen hero between the miners and smelters will 
have to bo settleil among themselvcw. One of those days, when tlu! laborers get 
well organized, they will make it all up. These things are fights between capital 
and organizations of labor; they will settle among themselves. You can not do 
it by legi.sl.ation, gentlemen. 

Q- (I1.V Representative Bell.) TIk! ordinary laborer or farmer c,an not wait; 
it means destruction to himself and his fjuuily. Your company Oin wait and 
some large wealthy company c,an wait; tb<‘se weak individuals can not; and that 
is why peoph^ raise such a chunor against these great organizations; it is because 
they crowd out iuid cry down the individu.al citizen. Now, what we want i.s to 
find .some i-emedies 1o prevent these evils for all parties.—A. Why not get the 
farmer.s together and form a trust of their own? (Laughter.) I mean it,; I mean 
it, gentlemen. I wiruld sell the grain to one party and establish some fellow to 
sell it to those elevators and let them share pro rata according to what they con¬ 
tribute. There is way orrt of it. I never kmnv a corporation yet to have any¬ 
body under their thumbs very long. 

Q. The economists and great thinker's and writers h.ave always held that the 
fanners were so nurnei-oits and so scattered that it was impossible tir hold them 
togrdher, and that all their efforts would mean failures?—A. Yes; his conditions 
ai-e so different; his necessrties are so different and varied. 

(j. (Interruptiirg.) It has been impossible to hold thorn together. Now, in 
speaking of the smeltei's, I get it from the newspapiu's agaitr that the smelters .at 
Dirrango hav(! just shut down, while the smelters at Pueblo are jirat aborrt to 
shrrt down, and the newspapers say that the owners of the; smelters in nrakiirg 
their irrgunu'ut to the rneir say; " It makes no difference to rrs; we had jrrst as 
soorr draw the fires ,as not, because we make the sairu; profit," If the smelter at 
Drrrango slrats down, the ore will be smelted in Prreblo or at Denver; and they 
hold th(.i .sarm; club over the labor at Prreblo, where there ,ar(; .s(U'er'al thoirsand 
surelter men. The ntanagers (jf the smelters say to the nren: “ If the owners .shut 
dowir it does not hurt us; it hirrts y<.)U." They get their part of the lU'ofits. 
Tho.se are some of the things that affect the public .'ind tla^ irulividual and create 
this prejudice; arrd, if jicjssible, it .seems t(r mt! that the men in tln.'se combinatioirs 
ought to help rrs to solve these probhTiis .so as to avoid these injui'ies; and I was 
in ho]ies yoir woirld have .something to suggest on these (prestrons.—A. I think 
the same thing occrrrred irt the sugar business wheir the trirst was formed. We 
had to consider whether we shotrld frrruish this sugar to thr; cortsrrmer at a cheap 
price and g(‘t orrt of it a suitable dividerrd for the stockholders, or maintain all 
the different organizations and keej) all the men employed. Wo natrrrally (dosed 
urarry of the refimiries, cotrc(Uiti'at(rd the meltings in a few, and (rchievral the 
resrrlts we sought. Birt there were a great many rmar rrrrdorrbtedly that were 
left mrt of employment arrd had to seek other enrploymont. It is pretty hirrd. I 
read in the paper not long ago that along the line of "one of (he railroa(ls they had 
established air indirstry, but forrnd it rrnprofitable to work it, arrd after they ha<l 
been there 10 or l.'i year's and the men had bought their homes, built horrses, 
schools, and chnrches, the railroad, apparently in cold blood, shitted the indirstry 
somewhere idse and left the men there. It looks like cold lilood, but when you 
come to analyze it it is one of those conditions of trade that there is no hrrma-H 
■way to ))revent. 

TKVSTS SHOriLIl NOT HE heoui.atkp in any way, shape, oh eohm. 

Q. (By Mr. Piiili.hw.) Yorr have spokeir in regard to the benefit of trrrsts, both 
in your paper rvnd in yoirr testimony, and you say they should not be regrrlated 
by law. As I irnderstand, yorr would take the sanre position in regard to a com¬ 
bination of railroads. If railro,ads carr in any sense bo goverTied by law or taxed, 
ha.s not tho Government the same right to tax the gi-eat triLsts or comhinations 
in industry extending over the whoh‘ coirntry and regulato them?—A. I dorrbt if 
they have the constitrrtional power. 

The States have the power, each individiral State?—A. I dorrbt if a State has 
any power over the srrgar company in the regulatioir of its prices; I do not tlrink so. 

Q. Do yorr believe that these trusts should lie put more specifically under gov¬ 
ernmental control than they are, that they .shorrld have examination or inspection 
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similar to tlio national banks?—A, Not at all. I think tho (government should 
have nothin}? to do with them in any way, .shajM), or manner. 

(J, You tliink, then, that when a corporation is chartered by the State, offers 
stock to the public, and is one in which the public is interested, that the public 
ha,s no ri}?ht to know what its eamiu}? power is or to subject them to any insiio<!- 
tion whatever, that the people may not buy this stock blindly?—A. Yes; tliatis 
my theory. Let the buyer beware; that covers the whole business. You can not 
wet nurse people from the time they are born until the time they die. Tliey have 
}?(it to wade in and }?et stuck, and that is the way men are educated .and cultivated. 

Then, you think that they have a right to charter corporations and allow 
them to offer stock to the people—to the whole community—and that the com¬ 
munity then has no right to a knowledge of what the (aiming iiower of that stock 
is?—A. Precisely. Take the other side. A lot of men get together in New York 
City and organize a company, and a capital of 810,0(1(1,000 is to bo put up. tgo 
into New York City and say, *■ Gentlemen, put your money up whether you want 
to or not." They do not do it. They are not compelled to buy the stock. The 
State does jn'otect the.se pi'ople as against any false statements, as against any 
fraud; but when! a man goes into the .stixik exchange to-day and buys a linndrod 
sh.ares of sug.ar and jiajcs Kid and it is 110 to-morrow, and he goes to the State and 
gets down on his knees: " Mother, dear, pay me the difference, and let us put the 
sugar trust out of existence." I say, hands off; there is nothing in it; hands off; 
lot them settle it among themselves. 

TIISTORY OF THE OIKtANIZATION OP THE SUOAll TRUST HKSUMKI). 

(J. ^By Mr. A. L. Harris.) I understood yon to s.ay tlnit when the original 
American Reliners' Trust was organized in 1887 the refinery property of all the 
companies in busine.ss was not very valuable, that the business wiis being run at 
a loss, and that it was t.aken for ttio purpose of saving their property. Those are 
not the exact words, but it was taken to save the money invested?—A. Y"es: a 
gi'eat many sold out for that reason. 

(j. And a number of them ipiit running and were idle at the time—18,1 think 
you said?—A. No; I said 18 went into tho trust. I do not know how many were 
idle, but a number were. 

(.j. I understood you to s.ay they were idle. What was the capitalization of tho 
1(1 or 18 companies that went into the trust before they entered it?—A. 1 do not 
know; but that had no relation whatever to the real worth. Yen know a com¬ 
pany might have .810.000,1)1)0 of assets and be capitalized for ,8000,000. The 
capital has very little relation to the value. 

Q. What I want to know is, if on tho original capitalization it would .show 
a profit. Yhm say you do not know'?—A, Yes, 

Q. Do you know Mr. .Tolin E. Searles?—A. Yes. 

(J. What position doe.s ho occupy in your company?—A. He used to be .the 
secretary and treasurer. He has no position now, 

<J. What position did he occupy in 18t)7'?—A. The same; be was the secretary 
and treasurer then. 

Q. Would his sworn statement be true in reg.ard to the capitalization of the 
original corporation?—A. Oh, yes; he had the matter in hand; he knows all 
about it; I do not. 

OAriTAI.IZATION AND VAl.UATION. 

Q. Now, I see on p,ago 1184 of the New York inve.stigation' that at tho time 
the origin.al Sugar Refining (.lompany was organized iii 1887 their capital stock 
was $0,.Y.)U,000.—A. Of all of them? 

(J. Of all of them; that is, of tho l.i or 10. He gives: The Havemeyer<& Elder 
Sugar Refining Company, $.50l),000; the Dick & Moyer Coniiiany, $300,0()0; the 
D(! Castro & Doniier Sugar Refining Company, $;i.')(l,(HI0; tho Moller & Sierck 
Com|i:iny. $ai0,000; the Oxnard Brothers Com])any, ,$100,000, the F. O. Matthie.s- 
sen & Wiechers Sugar Refining Company, $400,000: the Brooklyn Sugar Refin- 
Lompany, $300,000; the Havemeyer Sugar Refining Comiiany, $1,000,000; 
thekore.st City Sugar Refining Company, $300,000; the Boston Sugar Refining 
Company, $6.50,(H)(); the Standard Sugar Refining Company, $1,000,000; tho Bay 
State Sugar Refining Company, $33.5,000; the St. Louis Sugar Refining Cknn- 
pany, ^o.o.OOO; tho Louisiana Sugar Refining (kmipany, $4.50,000; the Planters’ 
Sugar Refining Company, $350,000; total, $»,(!»0,000. He gives that at .$6,090,000. 


*Nhw York Honato nivestigation, 1W*7. 
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INI) [ISTI; U1 i COMMISSION. 


Now, if i1,1)(^ tni(‘lliot it wos oiijirofitoblo lo run thnso comiiilllii'S ail'l Ho liiiuiy 
of tlioiii liail to out. somo of tlnuu luul to ^^‘o out <»f cxistoiico. liow does it 
happen tliat tliis trust Wii.s orj^uiuizecl at tlio time at $50.(XM),(K)0't In otlier \vorilH, 
how did you reach llie l•a])ila.lization <d' tlio trust certificates of $50,000,000 in tlie 
orij'inal tiaist?—A. f .said tliat tlie c.xprcssed capital in figures there of these 
coiu])anics lias notliing to do with their real value. 

Q. I understand that you put in more money; that these different companies 
liad more money (lian i.srepresimted hy tlie stock ca])italizationV—A. More money 
in stock, jilaiit, and assets. Some of f liem liad fit'teim or twenty millions and they 
were capitalized at $;k)0,(MiO. 

Q. 1 am not aide to understand f liai .—A. Take flic laipital, for instance, of the 
Chemical Bank. It has a capital of $l.a0,000, and if.s capital stock .is wortli $d,.500 
a sliare. 

Q. I am not able to see how a Vmsine.ss that was not profitable can increase in 
sncli a rapid way,—A. I tliink I can illustr.it.o it so fliat you will understand. 
You and 1 are in business and wo run our busine.ss to suit ourselves. I say let us 
form a tru.st; you Siiy no, and you do not caie to go in. I go alone and I jiut up 
the i>iico a quarter of a cent, and that enables you to make a fair jirotit. Now, 
I say to you. what do you want for your plantt' You say this idant is worth a 
million dollars to me, but you will olfer ittomefortwo, and I take it. 1 <’an make 
more money by buying that plant for oou.oho with the advance in ]irie(! than I 
can by leavin.g you out, and 1 .git'e you the entire advantageof your work on that 
plant. 

Q. But at the time this t rust was organized you did not buy the plants?—A. Yes, 
we did bu.v them—bought llie whole business; there was not a shariMif stock in 
any shape or luanni'r but wliat went into tiie trn.st. 

6. In the original trust you i.s.sued stock ei rlitieates?—A. Yes. 

Q. How did you reach that valuati.m hy whieli yon could distribute that 
$,oll,(M)h,out) .among the Kior 1.S companii s that wis'c takcai into the original trust?— 
A. M.y faint recollection of tluf matter is tliat tliey had a committee of a.ppraise- 
mmit to a.i)praise the v;dues, taking idant. location, trade.nia.rks, status or busi¬ 
ness, and all consider.ations, ami that they agreed upon an amoniit for which they 
would transfer their property in consiiieration for so many eertifieates on an 
aggregate capital of so many dollars. 

Q, llow many of these original companies were dismantled?—A. Oli, 1 do not 
know. You are talking a.l)out thiii.gs that, oeeurred I'? years ago. 

C^. Of course it is plain to you, Imt it is not tome.—A. I liave made the general 
statement that while l.S eorporations went into th,‘ affair ihe whole uieltiiig 
capaeity is now being eoiirentrated into (i or 'f. That answers your (luest-ion. 

y. I do not care about your specil'yiug tlie e.eact niiiiilier.—A. I could not do it. 

t^. All I want to get at is liow you put in and issimd stock ccrtilicates for plants 
that were consiilered worlidess?—-A. They were worthless under tliosc eoiiditions, 
hut tliey were not wortiiless under tiic conditions tliat were about to prevail. 

C^. Yen went on witli this original Irust until I.S'.ll?— X. Y"es. 

Q. When the North River suit went .against you?—A. Yh'S. 

Q. Then yon organized in New ,Ierse\ ?--.\. Yes. 

y. Then yon honght all these concerns and issued .stis-k for them?—.A. No; we 
bonglit and iiaid stock and cash. 

Yon paid stock ami casli?—.A. Yies. 

Q. It was not all stock?—A. We honght the property. 

y. Now at tliat time, as I onderstaiid. you were making '.10 ]ier cent of the 
product of this country?—A. No; Ilf I think tlie figures sliow, 

Q. Well it was 07 in IH'.i.sj—A. It was (i.'i. 

Q. You liad the capacity, I think, ot making tIO per cent?—A. We liad com¬ 
petitors. 

Q. You liad that capimity theii?- 
outside competitors. 


-A. But we could not run it, liecaiise we liad 


TESTIMONY liEFOKE THE T.EXOW COMMITTEE. 

Q. Shall I read to you your testimony hefore tlie Lexow committee?—A. You 
are confounding capiwiit.y'witli oiitjmt. Yon see, we may have tlie capacity for 
turning out the sugar and not have an output for it. 

Q. I will change the question. What is your output?—A, Well, the output may 
he eipial to the capiunty. I do not know wliat this testimony was. 

Q. But what per cent?—A. I do not know. 

Q. Yon have some rather valnahle testimony here. I‘do not know but what 
there is a page or two tliat might lie read; and of course, it you care to coi-rect 
it, it should be read and yon .should he asked to explain it. You should.Jiave that 
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opportunity, and ](‘t it go into tho testimony and l)o (‘Xplaincd. It is only 2 yoars 
ago. and you worn askod in that cojiiniissiun. Ijy Mr. L4‘xo\v%concju-ning ttVstiniony 
hofore the Senate bribery coiniuithM? as (o attain facts, this (jin'stion (reading) 

“ I ('all your attention to the t(?stiinony that you gavis Ixdore the United States 
Senate? committee in answer to Sinator Allen: 

‘ Q. Wlieii you sell in this cr>uniry you control the price?—A. Yes, sir. 

‘ Q. And it was organized, as I uiuhnstaiid it. with a view of controlling the 
price and out]mt to the peo}>le of thi.s country?—A. That was one of the objects 
of cimsoJidation. 

“ ‘ Q. And you have succeeded in doing it?—A. Yes, sir. 

•“ cj. That was the principal object iuorganizing the Ainoricau Sugar Itellning 
Company?—A. It: may ])e said that that was the principal obj<‘ct.' 

••Q. Mr. Havioikyick. To control the ])rice?—A. Mr. Le-Vow. Y«“s. sir, 

* Q. And making money incident to that control? ’ 

“Mr. Havemhveh. Did I say “control of price" or “control of output?" 

“ Mr. Lkxuw. Control of the pric(? and tlx? output. 

“Mr. H.wkmkyer. 1 don't think that is right. 

“Q. Do you wish to change tlx' testimony that you gave before the Senate 
investigating committee?—A. I .should Jiave r(?ad it iuys(4f. [Witness reads tes¬ 
timony giv('n before Senate (‘(unmittce. j Tt certainly does apjK^ar that at that 
time that was my imderstandiiig of one of the obj(?ets of the formation of the 
Aiueri^-an Sugar Keiiuing Com])any. 

“ Yon say tliere that it was the ])riiieipal obj(H*t: do you nu'aii to .say now 
tliat your recollection of the object of tlx‘ organizatitiu of the American Sugar 
liefining Company in 181)1—do you mean to say now lhat your recolUsttiou is 
Ixdter as to tlie main and primnpal ol)j(‘ct <d' that organizal ion thmi it was in isltj, 
when you gave this testimony?—A. I would ausw<‘r by saying that when I ga.ve 
that t(‘stimoiiy that Avas in my mind, and T answer now what is it? my tnind; that 
is not in my mind now. 

“ Theti tliis It^stimony was tnn? tliat yon gave befor*' that <^ommill<'o?—A. 
That is tlx' way that 1 b'lt at that tim(\ nudoubtedly. 

“ TlxTeforc! wo start out with tlx^ ])roposition that tlx? main object of tho 
organization of the company was to control llu? product and to cotitrol the price 
of refined sugar in tlx- United States?—A. No, sir; T tiiink that is too bmad: the 
ijiteiition was to cuntrol the output of their product and the price' oi’ their 
product. 

“Q. That would <*ontrf)l, under tlx? <'irciunstances, as you control tlx* com¬ 
pany ?~A. Undoubtedly. 

“ Q. Therefore the organizafion of a combination of inl<'rests, all of Avhicli you 
controlled at tlx* tim.e of the organization, could ixd have been tor tlx? piirpos<‘ of 
coTitr(dling their output or th<*ir price?—A. H'>w could 1 control tlx?output or tho 
price of any other refinery? Tt goes wdthout saying that a. man who product's 80 
per cent of an artich? can control tlx? ju’ict? by not ju-oducing: tlie price must 
advaiKM? if Ix? does not produce; aixl it must decline if he does pnaliiee. if he pro¬ 
duces molt? tlian the market will take; I do iu)t see any significance in contrast¬ 
ing tlx? evidtnet'." 

(By tlu? Witness.) Now that is tlx' gi.st of the wlxile matter. 

C^. Let me go a little further (rt-ading). “ C^. You were a.sked by nx? as to 
whether or ix)t one of the objects of tlx? organization of tlx? New »)er.st?y Com¬ 
pany Was to control tlx* ju-jet? and tlx? product. Ybui said.in answer to my (pies- 
tion, tliat it was neither; that you had no inti'iition of controlling the price ortho 
product, in the United States testimony you state that that was the main oi?ject 
of consolidation; that is to say, to control tlx? ]>ri{-e and tho product and the 
retined sugar of tlu? United States?—A. I am willing to admit either ]>base; as far 
as the object is conci'riied it goes without saying that a corporation that controls 
80 per cent of the product doi?s control the market price? up totbe importing point 
d it choosi's to exer(?ise that power, for it goes without saying that that same 
pow(?r can be exercised to diminish the ])ncc; wlu'U you ask whetlier it was the 
Idea in mind on tlu? formation of tlx? (?ompany, I wouhl say that I do ix)t think it 
w«aH; that testinuiny wants to be r<*ad in connection Avith what went liefore it and 
with the objects of that investigation. 

“Q. Then, according to your pres(?nt version of it. in any event, whether it 
was your object or not, that object was reaclu?d by reason of your controlling 80 
jier cent of tho product; you do in fact control the product ami price in tho United 
States?—A. Wo undoubtedly do. 

“Q. You doit by reason of the consolidation of the interests which can pro- 

of tin* .Toint Committee «»f tlx? Scuuti'uml Asw'iiiMy Ainxnutod to 
ists. (Lyxow R<?i>ort? Albany, liW, pp. 1(19-113. 
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duco 80 iH!r cent of the refined sugar of tlio United States?—A. I do not know 
what tlie consolidation of interests has done; we do through the tact that we 
refine so nmch sugar. 

“Q. You have brought under one head and under one direction, througii your 
company, the agencies that produce 80 per cent of the refined sugar?—A. Wo 
might do as w(; did at one time, control 05 per cent of the sugar; and the Supreme 
Court has decidc'd that it is perfectly legal to do it. 

"Q. I understand you to say that you produce 80 per (;ent <if the refined 
sugar?—A. From 75 to 80 per cent. 

“Q. When you entered ui«)n the sugar-trust; arrtingement in 1887 yon hiwl 
numerous (snupetitors in the market, did you not?—A. In amount greater, so far 
as output, than to-day; in numbers, fewer. 

" Q.That is to say, that ea<di of tlmse 15 companies was undeniably competing 
in the markttt for the sugaj’ trade?—A. Do you mean when we formed the trust? 

“ Q. Before,—A. Yes, sir. 

'■ Q. And the formation of that tnist removed that competition?—A. To a very 
great c.xtent. 

■‘Q. To the extent of tlnwe 15 comiianies?—A. Not absolutely; the companies 
were all controlled by separate nnunbers, and they had their own views of mat¬ 


ters, but practically, yes. 


“■ Q. Didn't the price of sugar de(dine materially prior to 1887—prior to th(; 
time of the form.ation of this so-<ai,lled trust'?—A. A year or two previous it was 
slightly lower; for a ))eriod of fO years it was slightly higher. 

"Q. After formation of the- sugar trust the price of refined sugar was in¬ 
creased'?—A. Slightly advanced.” 


This testimony whiidi I havi; just laaid bi‘gins <in page KMl and ends on page 113. 
I ask you if you luivc any explanation to make of that'?-A. No; that is perfectly 
clear; 1 do not .see that that needs any explanation. I stand by that, every word 
of it. 


lll'',I..VTl<>X Ol'' SlIOAIt TKCST TO OTHER 00511'ANIES. 


Q. I have a (piestion or two that I would lik(; to ask the witness. One of them 
is whether or not the American Sugar Refining Company 1ms any interest in the 
Molhmhauer concern'?—A. I prefer not to stale about that. That is ;i little bit too 
private. 

Q. Or in the Nash Company at Boston'?—A. Well, the same answer. 

Q. Or in any of the cither refining companies that are now refining sugar'?—A. I 
h.aVO .stated that they have an interest in the Western Sugar Refining Company 
with Mr. Spreckeds. 

Q. Now, you have st;ited that you have' cut down tlie pri(;e of coffc'o by compe¬ 
tition with the Arbuckles'?—A. No; i said there had been a drop incident to the 
large production. 

Q. If you had not gone into the roasting of coffee, or into the (coffee trade, the 
lU’ohabilities are that it would liave remained still 5 cents profit instead of 21'?— 
A. Five cents iirofit; yes. 

tj. Five cents profitinstead of 3J. That has been brought about by the compe¬ 
tition—that reduction'?—A. Yes. 

CJ. (By Mr. Kkxnedy.) Can you state whether your recent; dividends have 
been paid from profits or froju the surplus that has lacen piled up'?—A. 1 am 
unable to answer that. 

Q. You do not know'?—A. I can not answer any more definitely. 

Q. It is true that thc! wholesale grocers make little or no profit out of tlm sugar 
they buy from your company and sell to the retailers?—A. I think they make very 
little or none now. 

Q. Very little'?—A. They did niake a little before September, 1898, but since 
then—since the competition of the outside refineries—they have been unable to 
make any profit of any account out of refined sugar. 


THE E.VCTOB SYSTEM F.XPLAfNEl). 

Q. (By Mr. Jenks.) Will you explain to us in brief what your factor system is 
and how it works at the present time? That will perhaps bring that out a little 
more clearly.—A. On October 10,1895, the American company established what 
is known as the equality plan. It continued in force until about March, 1897. The 
affi<lavit8 under that plan were discontinued in the State of Ohio for sometime 
previous to March, 1897. The ])lan as embodied in the papers herewith included 
a rebate to the grocer of tlinm-sixteenths of a c.cnt a pound, providing ho main¬ 
tained the price fixed by the American Sugar Refining Company. Tlie competi- 
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tion resiiltiiiK from the operations of the outside p(!fincri(>s after September, l«l,s, 
rendered this plan inoperative. Although the form of .selling sugar <-outinues! 
the price has been disregarded, .so that there is no profit whatever under the plan! 


Tun Amerio.vn Sikiar Rkfinino Company, 

I'. 0. Box No. MtO, Neio York OHi/. 


- - ' , IMt 


Gentlemen: We are in receipt of yours covering invoice for .sugar. We desire 
to be enrolled as your agents and to receive sugar on consignment, in accordance 
with the terms of your letter, and we hereby agree to faitlifully maintain the 
terms and conditions therein provided on all sugar received by us.” 

Yours, truly, 


[The Aiiit'ricaii Su^'ai- ('oinpaiiy.l 

New York,- , I,si) . 

Dear Hik: Wo inclo.se herewith invoice of esven dale, from which yon aro 
entithsl to our usual dedtictions of 1 per cent triide discount on lIKl-biirrel lots and 
1 per cent for cash if paid within 7 days. 

Shrmbl you so desire, we .shall be plea.sed, upon receipt of within written 
reipiest, to constitute you one of our agents, in which case sugar will be con¬ 
signed to you for .sale as our factor, upon the following terms, the title to I'emain 
in ns sultiect to your advances iind return to you of your necessary outhiy. 

I. You are to advance to us within :iO days the amount of theinvc'iice, wlindi will 
bo made up at our daily (piotations, le.ss 1 percent trade discount on lOb-barrel 
lots, with the right to deduct 1 per cent additiimal if invoice is made casii in 7 
days; the adviince to be wuthout recoui'se to. or reclamation upon ns, and to be 
duo in any event. 

3. The sugar wlu'n sold i.s to be billed in your name, although in fact as factor 
for ns, ami .you shall without reclamation upon us, at your ovvui cost, ]iay all 
exi)enses, and assunn* all risks of the property, and of i)aynieut of collecfion. 
You are not to iTicur any expense on our accimnt. 

:i._ None of tin' sugar shall be sold or disjaised of by you, (utlier <lirectly fu- 
indirectly, for less than our daily ipiotations with frei,ght added from refining 
lioint to point of sale (i)s per C(iuality rate book), nor on" more liberal terms as to 
cis'dit or cash discounts. 

So long as the foregoing conditions are observed by you, wo will, niton an affi¬ 
davit to tliat effect, pay you a cominis.sion of three-sixteenths of acentiierjiound, 
and in addition thereto you shall retain the profit, if any, oi'ertbe advance made 
as aboyi* provided. In case of any failure to comply with either of tlie above 
conditions no (auiimissions will be payable. Setilements will be made for each 
month's commissions at the expiration of 3 iiiontbs thereafter. All conimis.sions 
payable for the period preceding the 3 months will then become due. Payments 
wdl only be imide as above. 

Ihis ag(ui(:y is terminable at the plejisure of eitlnu’ party on written notiite. 

Yours, respectfully, 

'run American StatAR BEEiNi.Mt Comranv. 


State of - 


liotojhf In/ tf. vofftorofitnt. 

-, County of -, .s‘.s : 

—, being duly sworn, .says: I am the 


- of the 


’ .b .-.rtA-s. I <1,111 me-in ml-OoiU- 

pany. 1 hat company, as factor of the American Sugar Refining Uompany, claims 
from the Sugar Company a commission of tbree-sixteenlbs of a cent per pound 

(le.ss 1 per cent where trade discount ha.s biam allowed), upon-pounds of 

sugar consigned by the Sugar Company to it by invoic’cs, the dates of which cover 
the period triiin --to-, inclusive. In compliance with the conditions 

+A-V .....1 i-.- _ Alxl., ‘i. J... .. 


. ... daily quotations or tne Aiuoncaii «ngar Komiing (Joiii- 

^ added from refining point to point of sale, as per their equality 

rate book, nor on more liberal terms as to credit or cash discounts, 
feworn to before me this-day of-, in the year 180 . 
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Bought by a firm. 


Statk ()!'’-, County of -, nx: 

-, being duly awoni, says: larn aineiulKn’nf tlm firm uf-, 

That firm, aa factor of the American Sugar Refining Company, claims from the 
company a commission of three-sixtoentiis of a cent per pound (less 1 ])(!r cent 

where trade discount has been allow<!d), upon- )iounds of sugar consigned 

by the company to the firm by invoicea, the dates of which cover the p(!riod from 

-to-, inclnaive. In compliance with the ciuiditions upon which the 

sugar was consigned to the firm, and to entitle it to the commission, 1 do hereby 
make affidavit that none of the sugar mentioned in the said invoices has been or 
will be sold or disposed of by the firm, either dii'ectly or indirectly, for less than 
the daily (luotations of the company, with freight added from refining point to 
point of sale, as per their equality rate book, nor on more liberal terms as to credit 
or cash discounts. 

Sworn to before mo this-day of-, in the yi^ar 18!) . 

Q. Why did you stop asking for an affidavit?—A. Well, some of the States passed 
laws that counsel held it was in contravention of and we did not further recpiest 
it. And then again the plan never was very successful; there were so many 
infractions of it that it was really of no practical effect. 

Q. (By Mr. Ken-NEDy.) Are you interested in the beet-sugar industry of the 
country?—A. Somewhat on the X'acific slope; none east of the Rocky Mountains. 

Q. Do you believe the time will come when the beet-sugar industry will furnish 
this country all the sugar it will (smsume?—A. It' tiie pecjpb^ of the United States 
comsent to a burden of $10 a t(]n on imported sugar, I suppose; one of thesi; days 
the beet-.HUgar industry will furnish the United States, providing Cuba, Porto 
Ric.o, and the Philippines are not annexed, or their ju-oduids imported fi'ee. Those 
countries could f;a.sily within the next ii years supply the United States with all 
the sugar they reiiuiro irresiiective of the supiily from the Hawaiian Islands or 
Louisiana. 

(^. (By Mr. Phili.ips.) That is, cane sugar'?—A. Cane sugar. 

Q. (By Mr. Kennedy.) If that is done, then the beet-sugar industry will have 
to lie suppressed, will it'?—A. It will be relegated where it jiroperly belongs, in 
competition with the cane. I suppose if they attempted to gi'ow beet sugar in 
Alasha they would want $2.i() a ton. I do not see why thc-y sboiilil not get it the 
same as they do in Louisiana, where the natural condition of the cane is above 
the frost line. 

Q. You stated this moniing that you believed in the Federal (lovernment and 
the State governments keeping their hands off with regard to these matters of 
trade. Do you believe in the tlovi'rument keeping its hands off in regard to such 
matters as adulterated food'?—A. I do not. 

Q. You think that is a proper place for the (lovernment to step in and put its 
hands on, do you'?—A. I certainly do. There is no way that the consumer can bo 
protected against adulterated food except bylaw; trade conditions do not control 
that. 

Q. Did the American Sugar Refining Uompany, or representatives of it and of 
the independent companies, recmitly go into some sort of an organization on that 
line?—A. No; not at all. 

Q. Tho report to that effect in the New York Sun was not true, then'?—A. Not 
true in any paper; not true at all. 

Q. Does not tho American Sugar Refining Company furnish cooperage to the 
independent companies?—A. We furnished cooperage to Arbuckle, I bel^vc, for 
3 years, then an outside company underbid us, and they do the work now. The 
trust is suffering now. fLaugliter.J 

1.ABOR, WAOKS, AND CONDITIONS UNDER WHICH l,AliOREUS WORK. 

Q. (By Mr. Phillips.) Do you employ a largo amount of labor in tho siigar- 
refining industry, skilled or unskilled, or both?—A, Almost exclusively unskilled, 
the lowest kind of labor, getting from $1.35 to$1.50 a day—Poles, Bohemians—the 
lowest class of labor in the country. 

Q. 'Well, are not the conditions under which the labor is performed very delete¬ 
rious to health ?—A. No; it is very beneficial. 

Q. Do they not have to labor in intense heat ?—A. They do, but they sweat out 
the beer they drink and it does them good. I gue8.s t;he percentage of injury in 
tho sugar refineries is less than in any other busine.ss. The vapors of sugar are 
beneficial to the lungs, and the heat keeps the pores open and sweats them out- 
keeps the heat out of the system. I am a physical illustration oMhe effects of 
the work, having worked in a sugar refinery myself for 5 years. 
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Q. Then yon employ what yon consider the lowest class of labor; and oven 
when yon are making very large sums of money, your wages are not high, are 
they, compared with others?—A. I will tell you what wo do: Wo employ the 
labor as it presents itself to the bar, and when wo find a man that is qualified 
lihysically to stand the heat .and do the business we give him 10 per cent more 
than ho can get anywhere else, and wo keep him; and I do not think there is on 
record any strike whatever since the Sugar Trust has been in existence; and it is 
on account of the bu-siness principle again, that, having a good man and paying 
him more than ho can get elsewhere, yon can keep him. There is not a man in 
our deiiartmont, in my opinion, that can go out of it and earn as much as ho can 
in our refinery. 

Q. Hi iw many laborers does the American Sugar Refining Company employ ?— 
A. Oh, 1 have not figureil that up, but I should say at least 10,000 right around 
New York, Boston, .and Philadelphia. 

y. Do the laborers employed in the refineries, as a rule, belong to the unions?— 
A. Not the unskilled laborers. The skilled laborers do—the cariienters and 
mechanics; but tlio .advantage to them in the sugar-refining company is that they 
have work the year around, and wo can weed out the poor ones. 

y. Is there no way to ventilate the works so as to prevent the men working in 
such intense heat as tliey do?—A. That is very much exaggerated. The normal 
heat of a refinery is !M) there are places where the sugar is dried where it runs 
ui) to lie , ’I'hey rather like that heat; they perspire freely and do not feel it. 
They drink a great ileal of beer, and that tends to promote perspiration. 

y. Is it essential that tliey work in such heat?—A. Yes; that is part of the 
process. 

y. You can not cool the atmo.sr)here by any artificial moans and get the results 
you do?—A. No; you can not conduct the busirie,ss under 11(1° in some departments. 

y. I would say*this, that it has been stated that the .sugar-refining industry 
pays ipiite small wages, and tliey work in the heat, which is unhealthy, .and these 

conditions-A. Oh, that is all false; that is all f.alse, 

y. (By Mr. .luxKs.) How many hours a day do your employees work regu¬ 
larly?—A. Ill siiiiiiiier they work'in shifts of 8 hours and in winter they work in 
shifts of 13 hours, with 2 hours for their meals; in other words, in summer they 
work S hours a day and in winter they work 10. 

y. They run day and night?- -A. They run day and night constantly, and there 
is always a great clamoring for overtime. 

y. You say they work tl-hour shifts in summer and 13 hours in winter. What 
difference do you make in their wages for the 8 hours in distinction from the 13- 
hoiir shifts?—A. I believe they get the same wages; it is hotter. 

Q. (By Mr. R.VTt'iit'oiiD.) llo you find that class of men you name. Polos and 
Bohemians, better adapted to your work than other classes of labor?—A. No; 
they are willing to work for less. You can not get an Irishman now. They can 
generally gel, more money; they do not apply any more. 

y. They are willing to work for less, you say?— A. Yes. The Irishman gets 
more; all other classes get more, 
y. For common labor?—A. Yes. 

y. Will facts bear that .statement out, you think?— A. Oh, I do not think you 
can get a laborer for ,?l..aO a day in New York, 34 days in a month—that is, $36 
a month; I do not know of that. You have to pay gi'ooms in the stable $.o0. 

y. Then, it is not because i.hey lire better adapted for the refining of sugar that 
you employ thcan; yon employ them because they are the cheapest?—A. Yes; 
because they are tlio cheapest. 

y. And with the wages you pay them they drink a great deal of beer?— A, Yes. 
We furnish them beer at cost, and tliey drink a great deal of it, or so much a 
day. 

y. How much a day?—A. Well, a pretty good deal, some of them; I would not 
want to say the exact figures. 

y. (By Mr. Phillips.) How much does it cost each one a day for the beer 
ho drinks at cost—the cost on the average?—A. Oh, I would be jumiiing at that; I 
should think l.'i cents. 

Q. (By Mr. Kennedy.) You own your own brewery?— A. No. We buy beer of 
a certain standard, sell it by weight, and give it to the men at coat. Otherwise 
they would bo running out to saloons and getting drunk, and bo away from their 
work, and gambling their money away. We do it as a business proposition 
again. 

Q. You have been very frank in some of your statements, and I notice that in 
a previous investigation yon very frankly said that you made contributions to 
compaign funds on both sides, I would like to a.sk you whether or not it is true 
that the American Sugar Refining Company made largo contributions to the 
83a-9 
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Cuban canao pi-cviona to the Spanish-Anicricau war?—A. I do not recollect that 
they contributed a cent. I am <inito sure wo did not; if we did, it was some insig¬ 
nificant sum. 


THE TABIFE AND FOBEION COMPETITION. 

Q. (By Mr. North.) I would like to ask the witness if he has made any state¬ 
ment to the commission as to the imports of refined sugar into this country?—A. 
I have not. 

Q. Will you state what the imports of refined sugar are at the present time?— 
A. I do not know. They are a matter of record. I should not think they wore 
anything. 

6. You should think they were nothing?—A. Yes. 

Q. In other words, the American Sugar Refining Company does not suffer 
from the competition of imported sugar?—A. Not at this immediate time, 

(}. Why, then, do you state in the paiier which you read before the commission 
this morning that the least proteidion refluoil sugar should have is double what 
it gets under the e.visting tariff?—A, We get under the tariff one-eighth. Sup¬ 
pose wo are losing one-fourth in our business, we would still want one-eighth to 
make it good, would wo not? 

Q. Are you Uxsiug one-fourth?—A. I will not say that. 

Q. If there are no imports of refined sugar and conseiinently no (competition 
from foreign refimus, is that not sufficient evidence that tluj present tariff is high 
enough to protect the American sug.ar-r(!fining interest?—A. It is no evidence 
whatever, because comiietition with the American goods opens up outside refin¬ 
eries; local men, not foreigners. 

Q. Ido not understand that answer. My (pufltion is,it the American Sugar 
Refining Company has no couiiietition from foreign refiners, is not that fact suf¬ 
ficient evidence that the tariff is adeiiuate?-A, It is no evidence whatever. 

Q. Now, will you tell the commission why?—A. Because the competition itself 
is hwal. If the Goveniimmt'should give us one-fourth cent apouimand give our 
competitors nothing, then we would be able to live. If they give Louisiana $40 
a ton, why do tlwsy not give it to us? 

the tariff and local competition. 

Q. The local competition has nothing to do with the tariff?—A. The local com¬ 
petition has a great deal to do with the condition of tlu' .sugar-refining industry, 
and that is wliy we do not make any money. 

Q. The tariff has nothing to do with the local competition?—A. 1 did not say 
it had. 

Q. Well, but your answer implied that it did, -A. f do not think it implied 
anything of the kind. 

Q. (By Mr. FAR(iUHAR.) What proportion does the produetion of Louisiana 
cane sugar figure in the wlude produetion of the United States?—A. I believe it 
is about 10 per cent. 

Q. That seiTiis to lie the only feature you have criticised?—A. The Hawaiian 
Islands another 10 per emit, and then these other beet sugars r> per cent. 

Q. HowevtT. all of these figure uj) how much per (amt?—A. Twenty-five. 

Q. Say 30 per cent?—A. Twenty-five. 

tj. So you have a field for 80 per cent yourself ?—A. The sugar-refining industry 
has; yes. 

Q. I do not mean that; I mean your own business. I am not talking al<out any 
oufeido refineri(;s; I am talking of what yon have said this morning before ns. 
Do you base all you have said almut thes(! matters and everything else on this 
question of 20 pJ-r cent? Do you want all this 20 iier cent abolished and placed 
under the same tariff conditions that control the 80 per cent?—A. I have not 
mentioned that. 

Q. I ask the (piestion as a matter of lm.sine.ss, w('nld you?—A. I would not give 
them anything. 

RAW SUdAR PRomiCKKS SIIOIHA) HAVE NO PROTECTION AT ALL. 

Q. You would not give them anything at all?—A. No, they are an agricultural 
product, and it they can not produce under natural conditions, I would not give 
them anything at all. If you follow it to its logical-extent and give Louisiana 
40 i)er cent because they claim it, why do you not give Alaska $5O0 a ton because 
they claim it? 

Q. Well, that is highly hypothetical.—A. Then I refuse to answer that (piestion. 
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Q. (By Mr. Conoke.) Let us lollow your .stiiteinonts to tlioir logical conclusion 
Mid tluiii reverse them. If you would not give Alaska Sar.o, nor Louisiana Mo’ 
why should the American refining industry have aiiy, and why should not B e 
refining bo done on the other side of the water?—A. There i.s no reason o.vcent the 
Into one, and Biat is .I'list what has been before the American upople, and they voted 
on It twice. They voted Harri.son in in the one case, and McKiiiley in in another- 
on a straight free-trade issue, or protection, tho American rieoplo have declared 
for protection. It promtes civi ization in America; it takois tlio poor man, gives 
mu good food, schools Ins children clothes them, feeds them better, and pays 
bettei wages 1 hat is tlio whole and tho entire point in which the nation is iihaced 
so tar as that is concerned. If you can not take sugar out of tho soil of America 
there is no rea,son in the world why you should jirovido any tariff or comiiensation 
which nutuve luis not xirovided for, and which it Jia« i)rovi(icd a'oiiiist * 

Q. So far as this protection is coiuiemed that you have, voi7want it on vour 
industiy You have given us a very nice argument for protecdion. It seeins to 
me that the logical (-oiiclusioii from your argument i.s that tliere shoiihl be no 
piotection at all upon tho refining of sugar, which would remove tlie base of opera¬ 
tion tor refining to Europe.--A. My argument is, and lias been, tliatif the Ameri- 

iiof ‘’rn I’™te<^tion on industry, they should limit it to 10 

per cent, iliac J.s my argnmont. 

A inoment ago yon said they had limited it, that the American people I 
think, voted iii favor of thus?—A. Yes, to maiinfactiirers. I do not obiect to 
the local men getting a moderate protection. You asked me what tho Ainericin 
people did, and that is what they did; the American people believe tli.at a manu¬ 
facturer should have prot(x;tion. Now. those who are skilled in determinim Ayhat 
protection these people should have, in my opinion, have giv i tl eii 

am fi; faimr'd ifi ^ «-i'l^n>"l.in"ug^nst itf? 

q. (By Mr. FAmiUiiAiE.) You say manufacturers. Of coursein that von mean 
the woi kingman am 11 he niiddlenian and all interested in American iiidiistriesV— 
A [ think that the proper protection for all the jieople should be 10 per cemt 
Q. (By Mr. North ) Are you iiianiifacturiiig and selling sum r at a loss 

" “"I* “ —«■ 

i rli. iultettliill ..II liiiliiiiff lu'JlC.' 'Vli7nn\"^e,!'a 

pioducei of raw uiatcml that comes into (Competition witli tho foromii stuff?—A 
I should bevep happy to. I sh.ould think that would be the pi” per sXtion of 
It, but I .should consider nature in the matter. If .sugarcan be prXeed 
siana for contj a p(uin<l, I do not wee why you should mve them ^ ctmts ji 
pound bounty. I should think that reasonable iirotection to^’Tll i Sides the 
roller one I think that is what the American voters have tU", di^idedrii ff 
what iT l'^ w-ll'li'iwcr, give an inordinate protection and that is 

urticlcK «;old in’ fm to ask >ou if you arc not aware that tlu*re are many 

sam„arricles?-L^;’^nd:?;i;^ «“‘l"tyon theso 

CONDITIONS IN THE PRINT-CLOTH INmiSTRV. 

.>ni;rin^cteth,"“^ha7?^^‘‘“**‘’?" f'>'' tl'-tn the duty 

pri&lS-A.* Na «lo.ss than thtMliity oj 

itiitive” igaim No; I do not decline to answer 

le^ than tlie duty’X'*'^No^f aiu Vot” cloths are selling for a sum 
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cloth tnist? What is the matter with them? Whore are they that they do not 
come in out of the wet and ^et all of this advantage from the tariff? You are 
talking about a condition of things that allows them to get it and fleece the 
public to that extent. 

Q. I am talking about the condition of things that exists in a great many staple 
indu.stric.s of this country.—A. Well, they will soon get on to it; it is processing 
fast. 

t^. Do you not think, in view of the fact that you made this statement without 
knowledge and in ignorance of the fact, that it would bo desirable for you to 
withdraw it?—A. No. 

I think that if the ipieation and .answer can go together I am perfectly sat¬ 
isfied to leave it where it is. (No audible response by the witnsss.) 

AN meUEASE IN TilE TAllIFE WOUEO NOT HEI.l’ TUB SUOAR TRUST. 

Q. (By Stmator Mali.orv.) I understand that, in your judgment, a tariff of 
one-eighth of a cent a pound on refined sugar is not sufficient.—A. That is my 
proposition. 

Q. There is no monoy to be made in sug.ar refining at a tariff of one-oighth of 
a cent. I nnder.Htand that oue-fonrth of a cent, in your judgment, would be 
ladtcr,—A. ye.s. 

(J. There is no foreign competition, .a.s I understand, .and the only competition 
you have is domestic,.—A. That is. at the moment. 

Q. At present. Now, what I would like to get at is how would an increase of 
the tariff from one-eighth to one-fourth of a cent enable you, under existing 
conditions, to improve your business?—A. It would not. 

Q. What incriaise would?—A. None. 

Q. No increase in the tariff at all?—A. Not under existing conditions. 

Q. (By Mr. North.) Why do you ask for it?—A. For contingencies. (Laugh¬ 
ter.) I have nothing to conceal in the matter; why should I? Why should this 
business bo carried on at a loss, when it can be (larried on at a profit? We want 
to carry it on. Wc do not want to be inundated with foreign products. 

DIVIDENDS AND LOSSES. 

Q. (By Mr. North.) Are you now carrying on business at a loss?—A. I have 
answered that Ixfore; I have no otlier answer to give to it. 

Q. You refused to answer it before.—A. Well. I refuse to answer it now. 

(J. How do you carry on business at a loss and still declare dividends?—A. You 
can carry on bn.siness at a loss and lose money, and yon can meet and declare 
dividemtj. One is an executive act and the other is a bu.siness matter. 

Q. (By Mr. Phh.lips.) Whore do yon got the money, though?— A. Wo may 
borrow it; tho sugar company has got pretty good credit. 

Q. (By Mr. North.) How may yo,ars can the Aiinerican Sugar Company keep 
up that practice?—A. That is a problem to everyone. We would either buy or 
sell the stock if wo know that. 

effect of the removal of the tariff resumed. 

Q. (By Representative Livingston.) I understand that you have practically 
no foreign competition now?—A. No. 

Q, Now, I want to understand whether, if this one-eighth was taken off, it 
would be detrimental to the interests of this country? Have you taken that posi¬ 
tion?—A. I think it would, under existing conditions, which are ruinous in them¬ 
selves. 

Q. Now, I want to know definitely whether, if we should takeoff the tax, throw 
it overlmrd, make tho importation of refined sugar free to the world, your idea 
is that this country would be the dumping ground of all the refinenes of the 
world, and ruin your business and destroy the labor you have employed, and all 
that?—A. Precisely. 

Q. Now, how can sugar be made in Germany from beets, or in the Philippines 
from cane, or in any other part of the world cheaper than you can make it here? 
Is that owing to the labor, or what is it?—A. Because, in the evolution of 
sugar refining, refined sugar can bo made directly from the beet without the 
intennediation of the sugar refinery. 

Q. Then it is not tho cane sugar abroad that you fear coming in, but tlie 
beet?—A. Both. 

Q. Both?—^A. The cane now amounts to two-thirds of the total product. 
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COST OF REFININO I,ESS ABROAD. 

Q. You do not mean that the cane sugar can be refined abroad and shinned in 
here?—A. Cheaper than it is made in Louisiana and refined in New York. 

Q. Cheaiier than you can refine it?—A. Yes. 

Q. What is the cause of that?—A. Labor is cheaper in England. 

tj. Well, there is the cost of transportation to i)ay?—A. That does not amount 
to anything. 

Q. Insurance is lieavy?—A. Yon must recollect that they take the product from 
abroad merely at a nominal rate here for nothing but balla.st; they expect to get 
freight from this side. The great business in freight is the exportation of merchan- 
di.se from this country. We are large e.xportera. The charge on freight to this 
country from either Antwerp, Hamburg, Bremen, London, or Greenock, is purely 
nominal. All freighters would like a cargo of sugar; that comes in bags that 
can be compactly and conveniently stowed. 

, Q. You nu^an the foreign sugar imported comes in bags? I thought it was put 
m barrels?—A. Yes,altogether m bags; it is generally only the American sugar 
that IS put 111 barrels. “ 

Q. Can you give ns the rate from Hamburg?—A. Not to-day; I can not; lam 
not familiar witli it. Tliere has never been an opportunity afforded to the 



should bo done to the bugar Trust, no matter what in,iuKtice there is in it You 
are not acipiainted with it. That is the whole logic of'the situation 
Q. If you were left perfectly free, would yon bo willing to face the situation if 
y"" were guaranteed that the duty would be takim off?—A. Why, we .should bo 

Q. You would?—A. Absolutely. Why, England can iiroduce it, England is 
one ot the gi-eatest and cheapest sugar-producing countries. They have free 

I'lSVnoo f refilling industry from 2,000,(X)() tons down to 

1,000,000; .iiist divided It in two. 


i ,.,‘1 XV r 1 ■—— •-•*•*’* j A iirtitj in U1JI5 ivuiierv in Eiitr- 

brand they have and pays a moderate profit, hut the 
sugar-refimnj? industry is gone, absolutely gone. 

SUGAR INUUSTKY BUILT UP UNDER FKOTEUTION. 

nrote.^on?’'''A"'‘Pv'i“? “^re^toP hn'lei' o .system of fn-o trade or 
tm. n * Why I can recollect wlieii I went down to Washiiig- 

t b?ar JliaT n mind’ 'Tl™'® “'/I'-' & KWer-now I want you 

a nonnd? Y n, ^ y"" want, a cent 

mevei^ E ,1 IT* <town there as a representative of .5 tinu's the capacity of Have- 
herr Yim cT; ^'If- '' '■'“■poretion, tlie greeting was: - Get out of 

with -1 X* S'd anything, no matter what it is, now.” That is the wav 
wImtlldomfhT?^^^ ■ They simply draw this distinction liotween 

rt eveiwt individual, or a firm and a corporation. Indirtdual business 

1-1 corporation has nothing to do witli it 

diiL P'lrticular cnterprise?-A. Oli, I thought you 

bn*fl'tnnnlT''®‘*T"xT“'l"®®t*™’= tile refining industry of this country was 
J^^Iin* rwK,'’f rtlT Pi-otectioii, enornioiij mo- 

fonning the trust* *Tt *“’^ m ^ ‘*™*!* A” “’‘“'‘^<1 to take the risk of 

risked all f had whicRw It t®T *”'* ^ ‘•'■’■thinly should not have 

the hiisiness htd^t4S “ “ *-^‘ 

the bwt m.Un * 1 *^® English, was that under free trade?—A. They started before 

or If) years But slnte tl *** *iV* *'*1 • Pn'y t>oen grown within 10 

Austria and *'’ ^’"Itivate beets so luiicli in Germany, France, 

beXtgm has wrt? «• fre“ tho toot itself the importatioii of 

AmeSn peoVl^shlld ”* I* i« an illnstratioii of what tlio 

be avSl*^to got itTuo.!^" A”®"" a foreign country, if it can possibly 

0 What do TOn*LT n ““f SO* *“to its productioms. 

country? Do vont»*t!?i ‘® foreigners letting us get our noses into their 

Q That is a^nle tw ,'* *’n**i Well, I should have to think that out. 

y. mat IS a^l^tlmt works both ways.-A. Well, this (iiie,stion has been before 

' a\(](li*(l Intel*. 
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the Ainerieau people twice and tlaiy have voted on the straight is.sno for protec¬ 
tion. I do not Hay T am individually in favor of protection. As an abstract prop¬ 
osition I do not know but what free trade would have a.s strong an argument as 
the other. 

TKUSTS A.V APV.VNTAQE WHEN NOT INORDINATELY PROTBCTEP. 

Q. (By Mr. Ratchpori).) Taking your testimony as a whole and analyzing it, 
it strikes nio that the existence of these trusts, largo moneyed iHirjiorations or com¬ 
binations, is sought to bo' justified upon the ground that sucli trusts or moneyed 
combinations are an advantage to all the people. Is that correct?—A. When they 
are not inordinately protected under the tariff—I fpialify it—8« that in their 
operations they can not fleece tlu; cou.sumer. 

Q. Very well. We will take for an illustration, tlnm, tho combination that you 
are representing. It is not inordinabdy protected under tho tariff. In one of 
your statements yon say that we have already too many men in business in this 
country. Coupling those things together-A. (Interrupting.) What did I say? 

Q. That wo had already too many men in business in this country.—A. Yon 
had better point that out if you are going to (pioto my testimony. 

Q. I do not wish to mi.srenresent tho witness at all. He now .states that such a 
statement lias not been made?—A. I do, emphatically. 

TRUSTS IN EVERYTHINli WOULD HE liF.NEEK :IA 1. IK LIKE THE KUOAR TRUST. 

Q. The iioint I wish to bring out is simply this, that if it bo an advantage to tho 
American consumer to buy his sugar from one trust, or combination, or company, 
would it not be an eipial advantage to the American consumer to buy his flour, 
his coffee, his clothing, and all other articles of necessary use from one combina¬ 
tion or company?—A. If they were conducted on the .same business principles that 
the Americ.an company has been, I think it would be. 

Q. Upon tho same business pi’inciples. I want to .ask tho witness another (jues- 
tion along this line. Have you in mind, taking into account your very largo 
experience, any man, any company, any trust or corporation who sell their wares 
or goods in a noncompetitive market and who are not getting tho highest possible 
price that tho consumer can afford to pay for them?—A. Well. I do not know the 
gentleman's name, but the tariff on print cloths is an illustration of it. Ho said 
that his comiiany was not getting the tariff on print cloths, and I have indicated 
to him that if he forms a trust that there is nothing in the tariff bill that will 
prevent him from getting that. So there is an instance of an industry getting 
less money than is pos.sibie. 

Q. Have you any other instances?—A. The philanthropic, work on the part of 
these corporations is very seldom, but I think you are perfectly right in the idea 
that they are not in business for their health, for selling their product for any¬ 
thing less th.an they can get. 

<^. Is it any more reasonable to believe that such would be the case than it is to 
believe that tho laboring men of the country, if (hey have the fi.xing of their own 
wages, would fix that upon a basis that would be agreeable to all?—A. Oh, I do 
not think they could do that. 

Q. Neither do you think that the other side could do it?—A. What was the 
other side to do? ' I was not (juite clear about that; what did you say about the 
other side? 

t^. I say neither do you think, from what you say, tho other .side, the manufac¬ 
turing pemile, could fix a price that would be eipiitablo and ,inst'?—A. No. 

(J. (By Mr. Farquiiar.) In answer to that, you think capital is jii.st as equita¬ 
ble as labor?—A. More so. 

AI.I. INDUSTRIES EXCEPT SUGAR REFINING ARE INOBDINATEI.Y rROTEOTEP. 

(^. You spoke of American industries that were inordinately protected by the 
tariff. Will you please mention a few of them, 3 or fi of them?—A. I can only 
do it in a general way, that all those which have a protection of over 10 per cent 
are iuorilinately protected. 

Q. Can you not mention some business, as you have a very close acquaintance 
with the tariff?' We have a great many trusts being formed in New Jersey, and 
people do not know what they are; and from your wide ox])orience I should like 
you to name 3 or J of the inordinately protected industries of America.—A. Well, 
Ihave said already that there is only one that is not,and that is the sugar industry. 
All the rest are. That embraces 2 or 3. 
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Q. All th('mst, you think, aro?—A. All tho rest aro; lliat certainly loiihracos 
2 or 3. 

Q. You luako a broad assertion, which is hardly as clear as a good inanv of your 
answers have been to-day. Now, in your essaj^ as n^ad here to-day and in your 
testimony, 1 presume that you have stjited business propositions; tliat y<ni liavo 
no theories to advance, but that it is the practical business of tho country that you 
have presented to us?—A. Yes. I hope tho commission will expunge everything 
that is objectionable. [Laughter.] 

THE TKU.STS A NATCRAT, KVOU'TIoN. 

Q. You are aware th.at there is a notion in the country that these companies 
and combinations are very much iu the character of commercial conspiracies; 
that is the general opinion about trusts?~A. Yes. 

Q. You take this view of it, do you not, that as a business projiositiori a trust, 
or combine, or great capitalized association is simply the survival of the fittest 
iu business?—A. Precisely. 

Q. Exactly, and on that yon rest all your political pliilosophy, that the host is 
going to ■win in tlie long run?—A. Yes. 

O. And the most money is going to have tho host of it in any maiiod?—A. I had 
rather have tho hrains than the money. 

Q. Yt)U need the brains and management as w’ell as the money?—A. Yes. 

Q. Aiul there ought to be an open field for one hundr(‘d and fifty million oipial 
to one hundred and fifty thousand?~A. Yes; providing the Government does not 
step in and say: “ My dear fellow, you are going iido Inusine.ss? Yes. Whether 
you need it or not, 1 will give you 50 per (‘-ent. and [ am going to give it to you 
whether you want it or not. Go aft(T it and fieece the pnhli(r to that extent.” 
You eliminate tliat from Imsiness, and hands off. Every fellow' for himself and 
the devil take tho hindmost. 

Q. Now, another tiuestion, not so much on hnsinoss. Do yon think that when 
you advocate these great combinations and pow'cu’ful commercial bodies, take it 
all iu all, it is serving the well-being of the people of tho United States to have 
that (ia.ss of great associations in it? Do('s it s(3rvo the w'ell-h('ing of all?—A. Elimi¬ 
nate the advantage's nruh-'r th<3 tariff and it is tho proper thing. It farnishe.s to the 
community, the mass of tho people, all products at the chciupest ])ossihlo price, 
and that is wdiat they are interested in. If I pay a man $1.50 a tlay, and ho can 
buy from a trust his sugar, his milk, liis beef, or anything ho uses at prices in all 
tilings clieapor than ]n) was able to do iRffore, bo saves and mak(3S money an 
against forcing him to buy from this wonderful individual yon are talking about, 
that must be HU])pi>rted or inaintainod by a w'et iinrs(‘ called tin; Govornuient. I 
tell yoti, g(‘ntlomeu, the day of the individual has i)asse(l. 

Q. (By Mr. Kenneoy.) Tho wot nurse is tiu'Uiiitod Stat(;s. Is tliat wliat yon 
mean?—A. Y<*s; I call the wet nurse over 10 per cent of th<^ tariff, although I 
still hav(3 to go on my 8 per cent. 

Q. (By Mr. Fau^UHAR.) That docs not seem to answer tlie (piestion. We have 
in this country, sptiaking broadly, bills of rights that ajiply to every individual, 
and one man’s dollar is just as good as another man's dollar unless there is a lien 
or a .iudgmeiit })aek of it. Every man has the right to his lilierty and his pursuit 
of hapiuness and his business. Now, tlio broad (piestion put to the American 
p(‘ople is this: Are not tho great comhination.s that you Kp(^alc of against tho well 
Indug of the people of tlie Uuiti^d States and the individuals tliat are iu husin 0 .s.s 
of the samcMdiaracter ill tho United States?—A. If tho mass of tho people profit 
at the expense of tho individual, the individual should and must go. 

Q. You have mmitioiied the fact of the consumer jirofitiiig from tho lowering 
of prices. You have also given testimony here that you have only lowered prices 
when competition hit yon; there was neither philanthropy in it nor sentiment. 
Do you mean to say that about this?—A. I told you that tho business of tlie Sugar 
Company wa.s conducted on linos that furnished tho consumer cheaper sugar than 
he liad b<‘en getting, consistent with a fair profit on tho caiutal and tho extent of 
the wh()le bnsine.ss, and that we had been seriously interfered with lately by tho 
comi>etition of outside refineries. 

Q. (By Mr. Kennedy.) Has there been any dangerous outside competition?— 
A. Oh, most dangerous and ruinous. 

DIVIDENDS AND STOCK OF THE SUOAIi TRUST. 

Q. (By Representative Livingston.) Did you answer or not the (juestion: 
What were the dividends paid by your company; what per cent? Do you mind 
answering that?—A. Tho question as to what wo have paid has not been asked. 
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I think it luis averaRod about 10 per cent on the entire capital; 7 jx-t cent on the 
preferred and 13 on tlie coiumon: that makes an average of 10 on the whole. 

Q. Now will you mind going a step further and say what your profits for 13 
months were?—A. I wish I know. 

Q. tBy Mr. Phillips. ) Have you stated the .amount of capital stock in the Amer¬ 
ican Sng.ar Refining Company?—A. $7.5,000,000. 

y. (By Representative Livin’o.ston.) One thing further. Did yon pay tin; last 
dividends out of the earnings or out of the .surplus?—A. I did mit mention that. 

Q. Do yon mean to say you would not like to answer that?—A. 1 mean to say that 
I did not mention it. 

Q. (By Mr. Phillips.) Do youretu.se to answer that ipiestion?—A. Ithinkithad 
better remain as it is, Mr. Chairman. 

EFFF.CT OF THE TARIFF ON SUOAK RESIIMEO. 

Q. (By Mr. .Tenks. ) I want to set' if wo can bring out a little more clearly your 
views with reference to the present tariff anil the tariff of one-foiirthof a centa 
pound which you have advocated. Under present condition.s, as you have empha¬ 
sized, there is no foreign refined sugar imported. Do you think that, if the price 
here were to go up, so that you could make what you con,sider a fair profit for the 
AmericanSugarRefiningCom]ii..ny.refinedsugar wouldbeiuniorted?—A. Itivould 
not with a jirotection of one-fourth of a cent; it would otlierwise, I think. 

Q. Yon think it would witli a protection of one-eighth of a cent?—A. Yes. 

Q. Th.at wa.s the point, I think, that was sugge.sted before. Now is it the com¬ 
petition that has forced prices down so low?—A. Local competition, yes. 

y. The basis on which you fixed the price of sugar so as to return to the Amer¬ 
ican Sugar Refining Company one-fourth of a cent jirofit (which you said was 
your gener.al principle), was what you thought in the long run. taldiig'possible 
competitors into account, would piiy to the American Sugar Refining Company 
tho Neatest net returns?-A. Precisely. 

METHOnS OF CONTROLLINO TRUSTS OR INnUSTRIAL COMBINATIONS. 

Q. We have in connection with the railwiiy system of the country the Inter- 
stitto Commerce Commission, and we have reports made to them with reference 
to the condition of the business of tho diffori'iit railroads. C.an yon give any rea¬ 
son why your busine.ss should not be made .as open to the pulilic as is the business 
of any railroad? lam not asking now for a tochnical legal answer, but for an 
an.swer on general business principles, the economic basis.— A. There is always an 
aversion on the part of business men to e.xposo their business to the advantage of 
competitors, and it is most probable that in case they did give the Government 
an opportunity to examine their books thidr condition and methods would leak 
out to tho injury of themselves and the advantage of their competitors. 

y. Would they be likely to be i n j ured any more than the railroads are?—A. Yes; 
railroads run in certain districts. It is difficult to get a comiieting charter. 
Refineries can be built anywhere at any time. 

Q. Simply because railroads are more of a natural monopoly than refineries?— 
A. Yea; that is the way to put it. 

Q. Not, you think, that the people as a whole have any less interest in a sugar 
refinery as a consumer than they have in a railroad?—A.' I think people as a whole 
have more interest in articles that are a matter of food than they have in matters 
of transportation. 

Q. So that, from tho standpoint of the general public interest, if that can count 
for anything, there is more reason why the Government should get reports from 
theAmeric.an Sugar Refining Company than from the railroads?—A. I think it 
possibly follows that where a corporation like the Sugar Comiiany, or .any other 
large food producer, takes on a (piasi-iiublic character, there is more reason why 
the public should know in reference to it. 

Q. You do not consider, then, that the American Sugar Refining Company is 
of a quasi-public nature?—A. Well, as far as that is concerned, considered from 
the public standpoint, it is within their power so to consider it whether I want to 
or not. The power is there, and I havm always maintained th,at wo got this pro¬ 
tection law in the confidence imposed in the American public, and they had the 
ixiwer to maintain or destroy it. If we could ever get beyond tho senseless clamor 
against trusts, and could get the proper treatment of them into tho deliberate 
consideration of those who have the matter in charge, I thiiik tho industry would 
be treated fairly. But votes will knock out framers of bills any time, and the 
votes have always been against us. 
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Q. Your own deliberate judgment is that if the inspection could bo made fairly 
and honorably of the books of all corporations that are of this general nature, 
and if reports should bo made regularly, it would be for the iKmefit of the p<’opl(^ 
and presumably for that of the corjwrations conceriK^d?—A. It would be the means 
of giving those who had legislation in cliarge some nuu’e accurate data upon 
which to base their judgment and votes, and I really believe that until some sucli 
course is adopted industries in this country are in very great danger of very rad¬ 
ical (‘hanges. If the Republican party, while it is in i)ower, would gradually 
reduce this inordinate protection that prevails, it would Im* a very wise thing. 

THE EFFECT OF THE TARIFF ON TRUSTS RESUMED. 

Q. (By Representative LrviN(isTON.) I gather this to bo the .sense of your state¬ 
ment, that wo have got protection so much from for(‘ign competition that it has 
bred a species of domestic competition to the extent that it is about to smother 
the w}iole4)usine.ss.—A. That applies to the sugar ])usin<‘ss. 

Q. I understand. I want to ask you if it applies to every other protected indus¬ 
try in the country; if it applies to the Oil Trust, to all the trusts, every one of them? 
If I understand, the Sugar Trust, the Oil Trust, and every other trust that is 
under the i>rot(‘ctive system in tliis country has been l)olst(‘red up against foreign 
conjj)etition until they have built up a domestic- competition which will absr)lntely 
thndtle every on(‘ of them?—A. Unfortnnatedy, yon know, the trusts intervene 
there and knock tliat argument out. 

Q. Is not that the diiticuHy yon are lahoring under to-day?—A. Oh, precisely. 

cj. Now if Ro(;kefelkT wore here I would ask the same (piestion and he would 
answer the same as you do?—A. Well Rockefeller does not l)enefit by the tariff 
at all. T have got the tariff bill here and I looked it up tliis morning, and there 
is no taiiff on petroh'um. 

Q. You complain that yon are not making money. Tlie time was when you 
did make money. That is true?—A. Yes. 

Q. Is it the truth that under the protective system of our Government foreign 
coinpetilion has been so fought back and kept back that tliere has been such a 
margin of profit at home (liat we have been cri]>pled or kept back from competing 
witli them only by this competition at home? Is not that the trouble with the 
whole business?—A. Undoubtedly: but trusts intervene and correct it to the 
extc'iit of the tariff. 

(^. You, then, take the position that a trust can intervene also and take the 
place of till' tariff?—A. No, no; yon and I light each other to death under a pro¬ 
tective tariff. Now, we get a jirotoction of 5 cents and wo heal our differences 
in 5 minutes. 

Q. In olhorwords, by combination you get rid of the trouble?—A. By the trust; 
that is what these combinations are called, aggregations of (capital which are usu¬ 
ally known as trusts. 

Q. I put tliose two things together, first that the proteidive system has brought 
811(01 douK'stic cump(;tition that you are compelled to form a tnist to keep each 
others’throats from being cut?—A. That is just the cas(‘ with sugar. Have I 
not just told you that prior to the formation of the Sugar Trust IS companies went 
out of business, failejl, were ruini'd, and that is tJie advantage of the tariff? But 
if yon do not sti(^k to real protection in itself, bnt give tliese producers 40 to 00 
per cent, tlieti they are bent on mulcting the public. The great trouble is the 
tariff, and there you are. 

Q. (By Mr. Jenks.) I judge from your answer to Coloiud Livingstons (piestion 
with reference to the gi-adual reduction of the tariff that you possibly did not 
mean in your statement that 10 per cent was to bo taken literally, applying all 
the time?—A. I nu^an that 10 pin* cent expresses the real diffennice between the 
cost here and abroad. I had to fix some figure, and I said alxmt 10, bei^ause I 
believe tliut is so. In some cases it might be 15 or 30, and I said in sugar it ia 8; 
but I did not mean to projiose anything to be introdin^ed into tariffs that are 
going to be radical or injurious. There should be enacted into law now some 
remedy against this inordinate duty or protection. 

Q. And speaking broadly, you think 10 per cent would he as m^ar it as anything 
that can be stated in general temis?—A. Yes. 

METHODS OF C()NTROLIJN(J TRUSTS RESUMED. 

Q. One word further with references to the ([uestion of pnbludty. If I under- 
8 tood yon correctly, you would yourself favor any bill that should be introduced 
that would provide for public reports of all corporations if you thought the law 
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would be adininistcroil fairly and liono.stly?—A. Well, that requires more thought 
than I am able to give it at tb(! moment. Of course my individual opinion miglit 
be one thing, and as a representative of the American Company without being 
charged with permission to make any statement, it might be another. I can .see 
no real hanu in e.xposing the affairs of a corporation to governmental inspection, 
providing some means can be provided to protect that exposure from the advan¬ 
tage of the competitors. 

Q. (By Mr. Fauquhab.) You would say that, on the .same line as bank exam¬ 
iners do their work, the credit of the concern should not be given away, nor its 
manner of doing business, but an examination as to the character of the business 
proper itself is right; is not that it?—A. I will state broadly that where a corpoi a- 
tion is dealing particularly in things that are essential to the henefitof mankind- 
clothing, fuel, oil, sugar, rice, food—anything which is iK^culiarly, as I have 
described it, of a (juasi public charactcu-. it would be beneficial to the public to 
have them all under govm'nmeutal superintendence. 

Q. (By Mr. North.) Will you answer one question more? Do you'e.xport any 
product of the American Sugar Refining Company?—A. We export molasses. 

Q. No sugar?—A. No sugar. 

Testimony closed. 


Washington, D. C., June 15 , IS 9 !). 

TESTIMONY OF JAMES N. JAEVIE. 

The commission mot at !1 o’clock p. m., .Tune lo, 1899, Second Vice-Chairman 
Gardner iiresiding. Mr. James N. Jarvie, 71 W.ater street. New York City, was 
sworn and te.stified. 

Q. (By Mr. .Junks.) Will you be kind enough to give your full name and 
address to the reiiortiu.s'?—A. James N. .Tarvie, and my summer address is Glen- 
ridge, N. .T. 

Q. And your business address is?—A. 71 Water street. New York City. 

MKMBER OF THE FIRM OF ABBUCKI.F, liROTHEBS. 

Q. You are engaged in the .sugar-refining busiiuiss'?—A. That is one of the 
departments of our Irasiness. 

Q. You are a partner in the firm of Arbuckle Brothers?—A, I am a partner in 
the firm of Arbuckle Brothers. 

Q. How long have you bemi engaged in the sugar-refining business?—A. Prac¬ 
tically since 1897; that is, we started to linild a refinery in .Tanuary, 1897—plans, 
etc. 

Q. When did you begin to put the product on the market'?—A. August, 1898. 

THE MARGIN BETWEEN RAW ANP REFINED SUCiARS. 

Q. At the time you .st.arted to build a refinery and for some time before what had 
been the margin betweiui raw and refined sugars’?-A. About 90 points. 

Q. And what has been the margin since you began putting your product on the 
market'?—A. When wo started to sell sugars the margin was between 80 and 90 
points; since we have been selling sug.ars the margin has gotten down as low as 
32 points; to-day, or yesterday, it was i)l points. 

< 5 . About what time did this cutting in jirices begin?—A. I should say in Sep- 
temlier, 1898. 

Q. Very soon after you began putting your prixiuct on the market?—A. Yes. 

Q. Did you Ixigin cutting in order to dispose of your product’?—A. I don’t think 
we did. We followed the prices made by the American Sugar Refining Company. 

Q. You have done that regularly—let them fix the prices, you following’?—A. 
We have done that regularly, with perhaps an exception. Where we knew they 
were cutting prices secretly we made the price an open one. 

Q. But you htive never made a price lower than their open market price, unless 
you had reason to believe they were cutting secretly'?—A. No, never. 

THE MARGIN NECESSARY FOR A I'ROFIT. 

Q. About what do you con.sider the margin between raw and refined sugar nec¬ 
essary for a sugar refinery to make a iirofit ? What is the lowest margin on which 
one can refine sugar and get out even, without losing money'?—A. Wall, I will 
have to say from 50 to 60 points. 
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Q. There is moro or losH vurintion in the cost refining?—A. Yes. 

Q. What are .some of the eirenmstaiico's that affe(^t tliat?—A. Well, generally 
the amount that a refinery turns outcomnari^d with what th(?y euTi turn out. 

Q. Speaking generally, tlien, you would .say that when the margin gets below 50 
(!entfl a hundred tho presumption is that the refineries are running at a loss?—A. 
Yes. 

Q. At the time that you started in with your refining business you said the mar¬ 
gin wa.s in the neighborhood of 80 to 1)0?—A. Y(‘.s. 

Q. With the margin at 85 or 90, you woubl say that the margin of ])rr)tit is 
about how much?—A. Well, if it costs 50 to(H) cents to refine, it would V)o tho dif¬ 
ference between that and 85 points; that would be from )35 to 35 points. 

Q. What do yon mean by a point?—A. Oik; oiu'-hundrtMlib. 

Q. Tliefair presumption woubl be, thmi, that while the American Sugar Com¬ 
pany were selling sugars with the margin from 85 to 90 tlu^y wen* making some- 
whatmore than one-<iuarter of a cent profit?—A. I eaniiot answer that (luestion. 
I do not know what it (;osts them to refine. 

Q. Since you huv(‘ been running your refinery have ycui becm in coTifm-mice with 
the American Company withrefereiu'e to consolidation, agi iMmientson juices, and 
soon?—A. No. 


COST, CAPACITY. AND OUTPUT OK KKKINKUIRS. 

Q. In order that one may be able t<* make a fair judgment with reference to 
cajiitalizaliini, it is necessary to know something with reference to the cost of 
building refineries. What, in your judgment, at the jiresent time would bo the 
cost of building a iiKsleru up-to-dat<‘ rt'finery lhat would beable to melt a million 
jiounds a day?—A. 1 should say §2.000,000: but tin; location of the building would 
change that somewliat. If tho Imildings are on the river fi‘ont, of course it is 
more expensive to get foundations, and tliatiniglit be changed, owing to locations. 

0. In this estimale of .$2,000,000 you are not iiu'luding the real estate?-A. No. 

Q. Aliout how many barrels of output would that be—a million poundsmelt¬ 
ing?—A. About H.OOO barrels. 

Q. (By Hejiresi'iitative Livincston.) Ib‘ does not say whether that is daily, 
weekly, or monthly, or what. 

Q. (By Mr. Jenks.) Iliad sjMiken of tin; daily oiitjnit; you mean about 3,000 
barrels a day?—A. Y(‘s. 

The Aim rican Sugar Refining Company was made nj» of a number of difftu- 
ent establishments working in harmony. In your judgment, an; there any sjiecial 
advaiitagi's as regards tlie cost of refining from a number of sejmrate establisli- 
mmits working together?—A. Under some conditions tlier(‘ might be. 

Q. For exanijOe?—A. But. if you want to coinjiare it with our business- 

Q. Tliat is jieriiaps the niosi definite way; yes.—A. 1 don’ttliink they can refine 
sugar and sidl it any chi'ajit’r Ilian we can. 

Q. Your ('statdishnient, you would say, then, is larg<‘ enongli and so equipped 
that you can have all the ailvantages from division of labor, and so on, that they 
can?—A. We think it is. 

C^. Can you give ns any information with refereiKM- to tho jiresent tariff on 
sugar, as to whether it is sufficient to cover the difference hetween the cost of 
refining abroad and the cost of refining here?—A. Well, I have been too short a 
time in tin* business to exjiress an ojiiuiou on that. 1 should prefer to have others 
sjieak on that who have been in the business longer than we have. 


THE COST OK REFINING SUGAR. 

Q. Are you familiar with the cost of refinini^ abroad?—A. I am not. 

Q* (I^y Repre.sentativo Livingston.) What is the costof refining sugar in your 
plant?—A. I Would rather not answer that. 

Q. But I want you to answer it.—A. I think that is giving our competitors an 
advantugi* that you should not ask us to do. I have answered the (juestion tliat 
we could refine .sugar and sell it as cheaply as tho Amerii^an Sugar Refining Com- 
I think that should be sufficient. 

Q. Why not answer the (juestion as to what it costs?—A. Is not that sufficient 
answer? 

Q. No, sir; it is not.—A. Then I can not give it to yon, sir. 

Q. You said that it costs no more in your jdant than it does in the Haveineyer 
plant. They can not have any advantage of any answer you might make to this 
(juestion. Why not answer it?—A. B(‘cause we might bo doing it for less than 
they were doing it; that would lx; an advantage. 
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Q. Suppose tlicy woiv?—A. I don't think it is neeeswiry to make our business 
public; wo are not a corporation; we are a linn. 

Q. I understood you to say, in answer to a quostion by Mr. Jenks, that there 
never had been any attempt to reconcile the difference between the Arbuokles 
and Haviuneyer combiimtion. Is that your answer'^—A. Well, I don’t think he 
jrat it exactly that way; did he'i 

CJ. I put it that way.—A. We have had .'iO people make the attempt we pre¬ 
sume, for stock-jobbing purpo.ses. Arbuekle Brothers are in the sugar business 
to stay in the business. 

Q. I understood that; but so are the American in the coffee business to stay, 
too. Now, what is the basis of settlement between you two'i—A. We have no 
basis ol' settlement. 


THU (.'OFFEF, nUSINESS. 

Q. (By Mr. .Tenks.) Piudiaps you will tell us with reference to the coffee bnsi- 
mws, since (lie American Sugar Rclining Company went into it, what the ijriccs 
of green and roasted coffee in the form in which you sell it were at the time you 
went in and what the prices are now. and what has been the appai’ent effect on 
the business of the American Sugar Refining Comi)any going into it. Will you 
be kind enough to malic a brief stati'mentcoviiring that question?—A. The Amer¬ 
ican Sugar Refining Company, W(i believi', bought the Woolson Spice Company 
in Janiiiiry, IS!)7, or December, 1S!)(!. The price of riaisted coffee at th;it time was 
about IT) ci'iits; the ]iric,e of green about 10 cents—that is, the grade it is presumed 
they were using. The lu'ice to-d;iy of ro,asted is St, and the griwie they are msing 
is alxnit (i (TUits—grade of green coffee. Now, our ))rico of roasted at that time 
was R) cents, and the grade of gi-is'n we are using is now more than (! cents in 
valmc Our price for roasted is i) cents; but it is only fair to state that it was not 
the so-called coffee war that reduced the price of coffee. 

Q. What was it'?—A. Why, it was the increased production of coffee all over 
the world. The coffee crops have increased from 11,000,000 to about 15,000,0(K) 
bags in the last i! years. 

Q. That would reduce the ])riceof green; how about the margin between green 
and roasted?—A. On peria‘ntag(! there is very little difference; that is, (t cents for 
gre(>n and 0 ceids for roasted is .50 per cent; 10 cents for green and 15 cents for 
roasted is ,50 per c’ent. You must bear in mind that a pound of gretm coffee only 
turns out—or 100 pounds of gi-een coffee only turn out S4 pounds of roasted coffee, 
arid there are otluu- things with reference to the manufacture the prices of which 
ar(! fixed, 

U. How about the profits at the present time as comp.ared with what they were 
eariier, at the time the American Sugar Refining Company went into the busi¬ 
ness?—A. Much less, 

I'BESENT COXIIITION ol’ THE SUOAIt BUSINESS, 

Q. (By Mr. Kennedy.) May I ask: Ari‘the Arbuekle Brothers making money 
now out of the sugar business'?—A. If you mean to-day, I can not tell you that. 
I have answered that it took 50 to (iO points of a margin between raw and refined 
to make a profit on sugar. Now, the margin to-day is ,50 points, bnt it has only 
been that for the last week. 

Q. (By Mr. Jenks?) Before that?—A. Before that it w.as 40 points and a few 
week.s prior to that it was Sia iioints, .so it is rather a difficult question for mo to 
answer. 

Q. For about how’ long a time lias the margin been below 50 iioints'?—A. I 
should say several months. 

Q. (By Mr. Kennedy.) Then as the American Sugar Refining Company is pay¬ 
ing dividi'iidson a large overcapitalization, is it not very probable that it is losing 
money to-d.ay in the sugar business'?—A. Ido not want to say anything about the 
American Sugar Refining Company; I know nothing about it beyond published 
reiiorts; we have no connections with them whatever and know nothing about 
their business other than their being competitors. 

Q. (By ReiiresentativeClAEDNF.R.) As an abstract question, you would say that 
a company refining sugar at this time and selling it at :i0 to 40 points above 
the cost of the raw were losing money, would you not'?—A. I am under that 
impression. 

Q. (By Mr. Jenks.) About what is your output in barrels jier day?—A. At 
this time from 3,800 to 8,500 barrehs. 

Q. (By Mr. Kennedy.) What is your capacity?—A. Under favorable condi¬ 
tions, about 4,000 barrels. 
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Q. Can yon state anythiiiR abont the ontpnt and tin? capacity of other inde¬ 
pendent refineries?—A. I can not; I can not say what tlieir output is or their 
capacity. I don't know. 

Q. Do yon believe that the American Sugar Refining Company has an ontimt 
of 90 per cent of the consumption of the conntry'?—A. I lieard it was so .stated 
here yesterdiiy. 

Q. I want to ask yonr opinion abont it.—A. I don't think they have; but of 
course I don’t know. 

Q. (By Representative Livingston.) 'What per cent of this output do yon send 
onf?—A. Yon mean to say the output of the country? 

Q. The consumption.—A. The consumption of sugar is supposed to lie abont 
2.000,000 tons. It will vary from that this year; the consumption seems to be 
larger than last year. 

Q. What percentage of that do yon put out?—A. If we have a capacity—do yon 
mean to say capacity or what we are really .selling? 

Q. What you do, not what yon can do,—A. We refine as much as we can sell. 

Q. (By Mr. Jenks.) Do you recollect alxiut how much it was Ia.st year'?-A. I 
can not tell you that. 

Q. (By Mr. Ratchkord.) I would like to ,a.sk the witness a.s to where he finds 
a market for his product—western markets entirely’?—A, No; all over the coun¬ 
try, east of the Rockies; it deiiends entirely upon railroad rate's of freight. 

Q. In your market, then, e-vtending all over the country, you meet in competi¬ 
tion the product of all other refineries in the country, do you’?—A. It depends 
upon the rates of freight entirely. We have sold sugars in San Francisco. 

NO l''OHEIfiN COMPETITJON AT l'RESp;NT. 

Q. Do you come in competition with the iiroduids of foreign countries?—A, 
Yes; when they are here. 

Q. When are they here? Where do you meet them?—A. Tlie margin between 
raw and refined has been so small that there lias been no foreign refined sugar 
here this year. 

t^. Then you are not affected in your sugar bu.siness by any foreign competi¬ 
tion?—A.. The margin has been so .small that it has been inipo.s.sible for foreign 
refined sugars to come in. 

Q. (By Mr. Jenks.) Do you recollect about what the margin was at the time 
the last foreign sugar wa.s coming in'?—A. I can not tell you. 

Q. You have not that in memory?—A. No. 

WIIV THE AKKUCKI.ES WENT INTO THE SCIlAli BUSINESS. 

Q. Is not the house of Arbuekle Brothers a general grocery hou.se'?—A. Arbnckle 
& Co. was the original house of Arbuekle Brothers. They started a wholesale 
grocery in Pittsburg in 18.>S. They came to New York’in 1870 and made a 
specialty of coffee, of roa.sted coffee in pound packages. 

Q. You have the Pittsburg hou.se yet'?—A. ’res. 

Q. It is a general wholesale gi'ocery house?—A. Yes, 

Q. You went into the .sugar-refining business .simply as an auxiliary or adjunct 
to your general trade'?—A. We went into the general sugar-refining bu.siness 
becau.se in our coffee business wo had bought a machine for filling, packing, and 
weighing coffee, and we thought we could adojit the same for snga'i'. We started 
to buy sugar from the refineries, from the different refineries in 1898 or 1891, to 
develoii that industry. We ran it for 8 or 1 years, and found we could not make 
any money out of buying sugar from the refineries and nutting it up in that way 
and then selling again to wholesale grocers, a.s we had to compete with oilier 
refineries as to price, etc.. and we came to the conclusion that the only way to 
make any money was to build a refinery of our own. 

Q. On account of this patent?—A. Yes; which we did. 

Q. Ai-e you the exclusive owners of that patent’?—A. Yes, we are. 

Q. Have you had offers from competing companies to take a share in the patent 
it8elf?-A. No, sir. f h i i 

Q. Did the American Company ever make you any offer at all for the use of 
™at mtent?—A. Not that I am aware of. 

. Q. The use of this patent gives you a considerable margin, does it not'?—A. No, 
it does not. 

Q. But for your own trade it is a positive advantage'?—A. It is an advantage 
becau^ no one puts up sugars in that way but ourselves. 

Q. In that form for the consumers’?—A. ’Yes, the American Sugar Refining 
Company recently, as well as other outside refineries, have put up sugars in 3 
and 5 pound cotton bags to compete. 
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iiELATlONS WITH THK. SH(IAi£ TKUST. 

Q- (By Mr. C. J. H.vnnis.) Did yim have miy tvmildp with the American Sugar 
Ronning Comiiaiiy in liandling their sugars that led you to start this new plant?— 
A. Wo could not make any money out of it. 

Q. Are wholesale grocers wlio handle this sugar making any money at pres¬ 
ent?—A. I think they are. 

Q. Is there any contract which provides that they shall only handle that con¬ 
cern’s sugar, or any restriclion.s of that kind?—A. I don't Iniow of any such 
contract. 

Q. (By Mr. F.arquh.ar. ) While you were a purchaser from the American Sugar 
Refining Company you had no arrangement of that kind, did you'?—A. No, sir; 
none whatever. We had no adviintage over any other wholesale gl’ocer. 

Q. Wholesale grocer in Ni'W York State or elsewhere?—A. No. 

Q. (By Mr. C. .1. ll.citnis ) Siias^ you have established your works and since 
you started building what has been the attitude of the American Sugar Refining 
Company toward you? Will you describe that briefly'?—A. I don't know any 
other attitude toward us than that of cutting the price. 

Q. Has not their attitude b(>en an attempt to crush you out of business?—A. If 
the cutting of price is that, yes. 

Q. Is not that ahout as good a way ns any?—A. I think so. 

Q. And as effective? It they can couiiad you to run business for nothing long 
enough that is about as effective a mode of procedure a.s could iiossibly bo ailopted, 
is it not'?—A. Well, whim a great company like that is selling !)0 per cent of 
the total product at a loss and letting outsiilers sell only 10 percent, I do not 
think the outsiilers are going to suffer very much. 

Q. You do not think the outsiders are going to suffer very mrudi’?—A. No; not 
in pri iportion. 

Q. "Widl, they simply lose on 00 per cent and you make nothing on the 10, so I 
do not see that it makes much difference lietween you. For in-stance, in the 
Chicago markets, both companies, your own and the American, had ipiite strong 
opposition a short time ago. did you not'?—A Well, I do not know that—you 
mean be.sides the other outside refineries’? 

y. I mean from the indejii'iident refiners there.—A. The independent refiners, 
no; I do not think tliere is any trouble between them in that market any more 
than any other. 

(j. There was nof?—A. No. 

Q. Was there not a jHissible push in the Chicago markets within some months 
where Arbuckle Brothers came in open competition there wutli the American 
Sugar Refining Company'?—A. We have been in open competition with them in 
all markets. 

Q. There was no iiarticular overdevelopment in the Chicago matter at all?— 
A. No. 

Q. (By Representative Livingston.) Does the American Sugar Refining Com¬ 
pany, or Havemeyer enterpri.se, have any advantage compared with you in 
freights'?—A. I do not think that they have. 

tj. (By Mr. Fahquiiau. ) Since tW'Jii, say, how many new indeiiendcnt refineries 
have commenced bu.sine.ss?—A. The New York Sugar Refining Company and 
ourselves. 

Q. (By Mr. .Tenks.) This New York Sugar Refining Company is the Claus 
Doscher Comiiany'?—A. Claus Doscher; yes. These are all I recollect; I knew of 
no others. 

COST OF KF.FINIMI Sl'GAH RESUMED. 

Q. (By Senator Mart,ORY.) What does it cost in this country to refine sugar 
from the average 96 jiolariscopic test of raw .sugar centrifugal'?—A. I think I 
have answered that question by sajung from .K) to 60 points, or one-half to six- 
tenths of a cent per iiound. In other words, if raw sugar costs 41 cents a pound, 
it will cost over .6 cents up to Oi’ijV- 

Q. That is actual cost?—A. 'Yes. 

Q. Do you refine raw sugar from beets as well as cane sugar—both?—A. We 
do. 

Q. Do you know what it costs in (itennany to refine sugar from the same stand¬ 
ard of raw sugar'?—A. I do not. In (lennany they refine .sugar directly from the 
beets. They have a different process entirely. 

Q. They refine beet sugar directly, 1 bidieve?—A. They donot require any bone 
black, which is quite an expensive item in the refining of sugar. 
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CJ. You do not know, then, whetlier they 7 nake their refined sug.-ir at a cheaper 
rate relatively than we do?—A. I do not know, li\it I do luit believe they do. 

Q. InQerniany,! believe, they have a bounty on all refined .sugar e.vported’— 
A. Yes. 


N(.) jp’OREIGN COMPETITION AT rilRSKNT llESUMKD. 

<^. I niuTerstood yemtosay there was no foreign eomiietition at present in refined 
sugar in this country?—A. Yes. 

( 4 . When was the last foreign competition that yon liad to compete with?—A. 
Well, we never have had any foreign competition since wi* have been in the busi¬ 
ness. The margin has been so small that there has bc^en no ojiportiinity to bring 
ill the sugars, that is. any amount of them. A small amount may have diifted 
Hi. in some way or other. » 

( 4 . Do you appreliend that there will be?—A. Not until the margin gets greater 
than it is to-day. 

Q. At what figure of margin would there be a probability of foreign competi¬ 
tion coining in?—A. I can not answer that definitely; I do mit know; we have not 
been long enough in the business to know that. 


TllK TARIFF. 


Q. (By Mr. Faik^uiiar.) As a busine.ss proposition, is it tlio price of the raw 
product oi tlie Ameri(‘an Sugar Refining Company, or is it the tariff of one-eighth 
of a cent that (‘xidudes foreign refined sugars? Is it tlu' jiresent (jost of the raw 
sugar or tile* tarilf of (,UK‘-eighth of a ci*nt that keeps out tlu^ ftireign refined sugars 
from file American market?—A. I think it i.s the margin betwism raw and refined 
sugars tliat keeps tliem out. and I think if that margin were inc-reased by one-eighth 
of a (-ent tieTi* would be but little come in. 

< 4 . (By Repri'seiitative Livingston.) Yon mean to say it i.s the tariff that keeps 
It out: that is, the tariff is so low?—A. Under ordinary conditions, yes; the tanff 
being low would not k(‘(*p it out. 

Q. Is it not low now?—A. I am not familiar enough to answer that (jnestion. 


GENERAL 1M FHLSSIO.X THAT IT IS NOT SUFFICIENT. 

Mr. Fau(,)UIIak.) You can not answer that question, whether the pres¬ 
ent tan IT is iiisafii(tient to keep out the foreign refined sugars? Insufficient to 
keep it out of itself?--A. As I said before, we have not been long enough in the 
husiness to answer that; if wo had been, I could answer it. I can give you the 
inmrossion that prevails among sugar men generally. 

Q. Tliat is what we desire.—A. That the tariff is not sufficient. 

Mallory.) The reason why there is no foreign competition is 
asciihahlc to tlie low rate at which sugar is sold in this (Country at the pre.sent 
tune, as 1 understand it?—A. No; I think it is ascribable to domestic competition. 

(4- Domestut <Munp(‘tition?—A. Yes. 

Q. (By Mr Jknks.) Just, h littlo tnrthcr. Yon say that the prevailing impres¬ 
sion among tho refiners is that tlio present iluty on refined sugar, aIx)vo that on 
raw sugar, ot substantially one-eighth of a cent a pound, is nut enough to keep 
outtoreign .sii^ar. Is tlie prevailing opinion also that this discriminating duty 
111 tavor ot rehned would he sufficient it it wore raised to a quarter of a cent a 
pound?—A. A quarter would help. 

Q. Would that be sufficient? Is that tho general opinion?—A. I think it would. 

y. you tliink that the addition of another eighth would afford effective pro¬ 
tection—you think that is the general impression?—A I think .so. 


IP THKRF, IS NO FOREION COMPETITION, WHY SHOULD THE TARIFF RF, INCREASED? 

Livingston. ) Right there ou that point. If the eighth 
not .mHn competition, why would you have a quarter?—A. fdid 

not ipute (atch the gist of your (luostion. 

nut my question that an eighth was not sufficient to keep 

tie eompetition, and the reason why it was kept out was the domes- 

doinestie eom*!”only an eighth differential on refined sugar the 
von *^*‘'** "u* foreign competition, why would 
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Q. You Kot t)ut of it in that way. Is not this truo, that wlicn these sugar 
refineri(>.s were eoinlhncd. con.stitntiHl, or organized, that tlio rate on sugar was 
very high, and that after these combines came into e.xi.stenco it lowered the rate, 
and that wa.s the trouble with the domestic plants in this country, the lowering 
of the raft!, thtit i.s what produced the trouble in this country between the domes¬ 
tics ent(‘rprises, and brought thi.s throat-cutting and slashing Imsiness?—A. No. 

Q. WhatV—A. I do not think that had anything to do with it. 

Q- Ml'- Jknks.) Do yon recall what the tariff on refined sugar was in 1887, 
when the Sugar Trust was fornual?—A. I do not; I was not in the sugar business 
at that tilin'. 

Q. And you do not rememherV—A. I do not remember. 

Cj. (By Sir. F.iRyuiiAH.) Is not it the general opinion among rc'finer.s that the 
cutting of rates in refilled sugar in the United States was through the combine 
throttling, as th(!y call it, all competitiony Was inlt that what hronglit down the 
rates of refined sugar in this country?—A. Do yon mean to say the price.s now 
between refineries? 

Q. Yes.—A. Why. of course it is competition. 

Q. Entirely?—A. Yes. 

(j. (By Repre.sentati VO Livi.noston'. ) A sk him how that competition was brought 
about, when you get right down to it. 

Q. (By Mr. I'.iRyun.iu.) Now. the commission would like to know .iustexactly 
how this tuiinpetifion canu' about.for ami against the American (loinpany and 
the Ainerican Company a.s against all outside coms'i-ns?—A. I shall answer for 
our own taincern; .and I have answered that fh(! reason why we went into the siigar- 
refiiiiiig business was that we had a imudiine that we thought, as a matter of con¬ 
venience to the storekeeper and to the eonsunier.as well as on the lines of economy, 
would allow us to enter the sugar business. That is the reason we went into the 
sugar bu.siiie.ss. 

y. (By Mr. .Trnks.) And the cutting of jiriees began with the American Hugar 
Retining Company?—A. I believe so. 

Q. And you have regularly followed their prices?—A. Yes. 

Q. (By Repri^seiitative LivLnuston.) Would yon mind answering this (pies- 
tioii? Will you be able to follow the reductions if tliey continue tor many months?— 
A. Well, the future is a sealed book. 

Q. (By Mr. E.miquh.vk.) In your present frame of mind will you be able to 
follow tlK'iii anyway?—A. We are going to Slav in tin' sugar business. 

Q. (By Mr. C. J. Harhis. ) What has been the reduction since yon commenced 
up to the pre.sent time? We hear that tlnu'e has been a serious (Irop in the price 
of sugar. Now, I would like to know about how much it is.—A. You mean the 
margin between refined and raw .sugar? 

Q. Yes.—A. Well, I think I have answered that; I will answer it over again. 
When wo starteil. in Bi'ptember or August, 18!IS, the margin wa.s between SI) and 
IX) points, and since then it ha.s gotten down as low as ;!3 points. To-day it is .51 
points. 

Q. (By Representative Livinoston.) You mean ;i'7 emits on a hundred pounds?— 
A. I nn'an li'I c(!nt.s on a hundred pounds. 

tj. (By Mr. C. J. Harris.) The American Sugar Refining Company, then.made, 
during most of its (.'areer since it has started, DO points, you mean?—A. That is a 
matter of record, but I cun not rei^all it. 

Q. (By Rejiresentative Livingston.) That is how they got that surplus? 

AVOITLI) AN INCKKASK IN THK TARIFF IIEI.l’ THE REFINERS? 

Q. (By Senator MAi.i/mv'.) I understand that, in your view, the present tariff 
of one-eighth is too small: that a quarter Avould bo better. Now, supposing Con- 
gres,s should iiniiose a tariff of 1 cent instead of one-eighth of a cent, under that 
tariff Avould you be able to do Imsines.s more profitalily than you do now?—A. 
Well, I have said that tin; competition at the moment was iill domestic. Of 
course,if you make the difference 1 cent instead of one-eighth of 1 cent per pound, 
you would iiractically eliminate the foreign competition. 

Q. Well, it is practically eliminated now, is it not?—A. Caused by domestic 
competition. 

Q. Well, whatever it is caused by, there is no foreign competition?—A. At the 
moment, none. 

Q. There would be no foreign competition under an increase, say, of one-half a 
cent or 1 cent; could not be, 1 suppose?—A. I should not t(jink so; no. 

Q. Now, what I want to ask is, if the business in which yon are engaged could 
be conducted more profitably under such a rati; than under one-eighth? In other 
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words, wonld you bo ablo to make more money out of tlio Imsiness under a tariff 
of I eent or a half a cent than you do under an eighth of a eenlV—A. That i.s a 
(luestion 1 <^Hn not answer. Trade conditions wonld answer that, lint I can not 
Q. Would you answer-A, Trade condition.s would answer that, but I can not’ 


THK TARIFF AT PRESENT OF NO ADV'ANTAIJE. 

Q. What T want to get at is whether you derive any special benefit from this 
one-eifflith of a cent that you are gettiTif? now; whether that is really anything 
benehcial to your business. It is not sufficient, as I understand, to keep out foreign 
competition. What keeps out foreign competition, according to your idea is the 
domestic competition that reduces the prices, and therefore the foreign refiner 
can not get in and compete. Now, if that oiie-eighth does not keep out foreign 
competition and ther(.i is no means of suppressing the domestic competition what 
bimeht is the one-eiglith to you at all?—A. There will not he any as lo’m' as 
uompsliKt coiiiixTitiou ^'o(‘h oh. ” 

Q. Would an increased tariff rate have any effect in sui)i)reK.siiig or reducing 
the doiiieslie conipetitionV—A. I do not think it would. ' 

Q. Then there is no way, so far as you see, that the present condition can bo 
bidtered by any legislation in regard to the business?—A. No; I believe that the 
less legislation about the matter the better. Let the American conditions work 
out their own salvation. 


Tiin ei.'fuct of iiemovinii riiE pbesknt takiff. 

Q. Ono iimmonf, You thiriV tluit tlio tuViuK of tliat ono-ovMh <lntv would 
affect your Imsiiicss.^—A. Well, that is ])rctty lirH- I can not answer that <m(>sUon 
h). It lias been stated here that it would be absolutely destructive.—A. I can 
iHit answer that. Senator. I want to make the eommission as fully aeiiuainted 
qiiesthm'^* ^ "'lint to know as I can, and I do not deeline to answer the 

V o', J perfectly (dear. I want to make 

you poiHHTly laimliar witli it. 

Q. (By Mr. CoNiiEH.) Would yon have gone into the business of sugar refining 

la.st year it there had been no taritl or no differential of one-eighth of a S'- 
A 1 can not answer that .piestion. If you will excuse me, I .should tike to explain 
m-ir reffiierv* 'S’'"''''' 'B'esuoii Of course, it takes IH months to biiild a 
1 " m I'een ready, and perhaps as a matter 

therC was'nw'd"/ in whether there was any profit in it or whether 

rea.s,;n I (an it mLwau- 

Q. (By RepresiiiitativeLlvryosTON.) If Congress shonl.l rai.so the differential 

thi'Mu nid‘‘h w, 'l ix'iit s,>,ssion, the Senator asked you wl.at effiait 

tliat vi nld li,u( Is not this true that it wonld eompletelv shut out all forein-n 
competi ion and (inadruplo domestic coinpetition?-A. I Jll n t “ei S 
the .piadniple part, hut I will .answer about the other. 

enhance domestic competition or increase it?—A. It would 
not inei(.,i.se it at all; the profit would be too great. 

ti. loogri'at?—A. Yes; it woiihlhe made too gr(>at if the competition all came 
inmi'eTT ^ answered more tliaii (inciithat tlmco n x 

amoim he domestic rehners, and therefore that will make the price. ' 

“‘^1’ ‘‘II tijo OTic-ei^lith?—A. No: not on the onc-(‘iirhth ‘it ‘ill Tf 

competition to-dily is on 

O till’“.fflitli-—A. To-day I do not think it wonld. 

ft f.<!'> 'Ux’tJ‘-'ssenit?-A. Not to-day; no, sir. 

Well, would It do It next year?-A. Well, that I can not tell you. 

WAYS OF <}ETTINO RID OF (COMPETITION. 

douielric ■"“y K^'tting rid of 

* n by combinationV—A. Yoh. 

liirieit y*'' ^et rid of competition if one man 

iif the hnsincsl'^^ 
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Q. I understand the great evil to-day with the sugar-refining business in this 
country is free coini)etition. In other words, for some time past sugar refineries 
have been doing busineas at a loss. I appreciate, not only from what you have 
said, but from wh.at other witness(iH have said before us, that there is over-com¬ 
petition. Now, it would seem that no legislation can diminish the competi¬ 
tion. We know that by combination competition can bo reduced or concentrated 
in the hands of a few or even of one. Is there any other method by which it 
can he done that you know of?—A. Why, yes; I could answer by saying it would 
be hesseued if tin; American Sugar Refining Company should be willing to sell 
less than 100 per cent of all the sugar sold in this country. 

Q. That would reduce ii?—A. That would reduce competition if they would he 
willing to sell less than 100 per cent of the sugar sold in this corpitry. 

Q. That would be relying, of course, I sum)ose, on the philanthroi>ic spirit of 
the AnuTican Sugar liefining Company, The only way, then, you know of 
reducing (;ompetition is to ap])eal to the idiilanthropy of the American Sugar 
Refining Company?—A, Well, [ would not want to appeal to it. 

Q. (^By Representative Livinoston.) Is it not true, as a general propo.sition, 
that the cmly way to eliminate competition in any line—whether it is in sugar or 
any other line—is by (suubination?—A. I believe it is one of the ways; I do not 
mean to say it is the only rvay. 

(^. The Senator asked you it you could suggest any other way except hninani- 
tanan philanthropy?—A. I have sai<l, a desire on tlu^ part of the largest in the 
bu.siness not to want all the business. 

METHODS OF PACKINO SlUiAR. 

Q. (By Mr. .Ten'Ks.) Is all of tlu; refined sugar that, you sell, or the mo.st of it, 
jmt up in ban-els, or do yon sell some of it in largt; .sacks?—A. The greater part 
of the reftni.‘d sugar is sold in barrels. 

Q. Do you know whether that is customary with the tbreign refiners? Do they 
sell in barrels or in sacks?—A. Mostly in bags or sacks. 

Q. So that one advantage which they apparently have over their American com¬ 
petitors is the p;u!kage in wdiich it is sold. D(r you know about the relative cost 
of tlie sac.ks as compared with the latrrels?—.A. Well, I doubt if there is very 
much advantage in tlie bags; it is exceedingly small. 

Q. (By R(;present.ativo Livingston.) The waste in sacks is considerably larger 
than it is in liarrels?—A. Yes, and the cost of the sacks is considiirable; they have 
to imt sugar in double sacks; the greater part of the refined sugar brought to this 
country is ])ut in double sac-ks. 

Q. (By Mr. Jf,nks.) Do you, yourselves, sell any sugar in sacks, so that as 
regards your own business you could .answ'er definitely as to the relative cost of 
putting it in sacks and harrids?—A. We sell some in this country. The sack that 
IS sold weighs or holds ,iust about a hundred pounds of sugar. Now the sack tliat 
comes from the other side holds usually liOl) jiounds. 

Q. As regards your own sale.s, you say there is no practical s<aving, or only a 
very .slight saving, between sidling in sacks and selling in barrels?—A. Yes. 

Q. If you should sell in large sacks liki; those that are used by the foreign refin¬ 
ers, would you not make a saving of several cents?—A. It would be very little. 
It is a package that does not carry well on a railroad and does not handle conve¬ 
niently. 

Q. So that, .so far as that one point goes, you think there is practically no 
advantage that the foreign refiner gets ?—A. No. 

METHODS OK DOING BUSINESS. 

Q. (By Representative Livingston. ) Will you please explain to the commission 
how you meet the competition of tho American Sugar Refining Company at any 
given point ? Take any iioint you please to illustrate how yon meet their compe¬ 
tition.—A. We sell at the same price, and we believe wo make sugars equally 
good, if not a little hit better, and we have customers who think the same thing. 

Q. If you sell at the same price, what inducement do you give buyers for 
changing their custom and thiur business instead of holding to the American ?— 
A. I Mve said that we make w-hat wo think is a little better sugar. 

Q. You make better sugar ?—A. Yes. 

Q. Have you your sugar so branded that tho consumer as well as the wholesaler 
and retailer can discern between the two?—A. The consumer, of course, when he 
buys 2 and .'5 pound packages, will know if he buys Arbuckle Brothers’ sugar, and 
the wholesaler will know' it. The consumer will not know it, of course, if he buys 



THE SUGAR COMBINATIONS:—POST. 147 

ont of a barrol. niil(‘ss li(3 asks flio rotailor t»> show tho hoad of tlio paoka^iti. 
wlii<*h ho does not often do. 

Q. Do you ^,dve tho same commission to your aj^eiits that the American (’om- 
paiiy pay?—A. W(.‘ believo we do. 

Q. (By Mr. Jenks.) P(U’hai>s you will <ixphiin to us what your method of s<‘ll- 
iiij; is; whetlier you j^ive rebates to th(^ wliolesale dealers; 'whether or not you 
hav(‘ the fa(‘tor system, and so on?—A. We sell our sugars through wholesale 
grocers (‘xclusivcly, and they get a rebate of tliree-sixt('enths of a cent i»er pound. 
Tf tlu'y buy in lots of KM) barrels they get I per (x*nt extra, and if they pay cash 
instead of taking :M) days, they get 1 per cent for cash disc^ount . 

Q. Are tliey recpiired to make an affidavit that they have lu'hl the prK!(< that 
hasbe<ui (pioK^d?—A. Not to us. 

Q. Ah»u nov(a-have asked them to make an affidavit?—A. No; not in the sugar 
business. ' 

Q. Do you in the coffee business?—A. No; in the c.offei* Imsiin'ss there are no 
rebates such as there are in sugar. 

Q, (By llcpresentativ(‘ Livingston.) HowisthatV—A. I say there are jiorebates 
in coffee such as arc given in sugar. When a man remits for his hill he rcmiits 
tho net prici*. 

Q. Well, if I understand it, the purchas('r. tlu^ wlndesale grocer, has this ad¬ 
vantage in buying fi’om you over and above what he would have in bu>nng from 
the Ainevican Company?—A. No. 

(^. What? -A. No; he does not. 

Q. (By Mr. Jknks.) In .selling your .sugars do you employ any traveling sales¬ 
men, or do any .s])c{dal advertising?—A. Some, but very little. 

Q. Do yon emjdoy traveling salesmen?—A. No, .sir; we do not. We may have 
one or two men tliature not out for sugar. 

Q. Thi’y ar(M)iit for th(‘generalImsnu'ss?—A. The general tnisiness. 

Q. luclmliiig sugar?—A. General hnsiness. including sugar. 

Q. And the advmiisiiig for your .sugar business is mostly advertising in trade 
journals?—A. Yes; we have advertised but very litth?. 

Testimony edosed. 


WAKjfrN(}TOX, D. C., June IG, 1^99. 

TESTIMONY OF MR. JAMES H. POST, BROOKLYN, N. Y. 

The commission met at 11 a. m., Jnne 10.18tM>. Vicc-(:hairnian Phillips presid¬ 
ing. Mr. James H. Post , after being sworn, testified. 

(By Air. Jenks.) What is your full name?—A. Jame.s H. Po.st. 

C^. And your residenci‘?—A. Brooklyn, N. Y. 

BUSINESS OE THE WITNESS. 

Q. What is yonr hnsines.s?—A. T am a. commission mercliant iu .sugar and 
molasses. 

Q. In what special way an^ yon tuigaged in the sugar hnsiness; will you explain 
it to us in some d(*tail?—A. We are comnun-cial agents of the Mollenhauer Sugar 
Hefining Company, hx^ated in Brooklyn, N. Y., and of the National Sugar Refin¬ 
ing Company of Yonkers, N. 

(^. Yon sell tln.'ir entire product?—A. We hiiy all tho raw sugar used by oa<jh 
refinery, and sell the produ(J of each refinery. 

I’lvICES OF SUGAR SINCE 1887. 

Q. Can you give us a statement with reference to the prices of refined and 
mw sugars for the period covering the time since 1887, when the Sugar IVust, as 
it was in those days, was orgaiiized?~A. Only from the figures jirepared by Wil¬ 
lett & Gray, whicdi are considered as nearly correct as anyone can secure them. I 
have a copy of their annual report, if you would like to have it, on both. 

Q. Yes; I should lx* glad to.—A. I notice in one of their statements in the report 
ot January 5, which I brought along, the averages as near as anyone can give 
them. 

Q. Are these the average annual prices or average monthly prices?—A. It gives 
the average annual prices. 
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5. For how lonff a period?—A. For a period of 9 years; from 1890 to 1898. 

Have yon any information with reference to tlio prices of sugar for a period 
before the organization of tins Sugar Trust in 1887?—A. I have no record in regard 
to that. 

Q. What is your opinion with reference to the margin Ijotween the prices of raw 
and refined sugars after the organization of the Sugar Trust in 1887; was that 
margin increased or lessened?—A. I see the average, according to these figures, 
shows a decrease in the margin of about 11 C(!nt3 a hundred. 

Q. That takes into consideration how long a period before the organization of 
the coml)ination?—A. I think it says 7 years. 

y. Do you recollect, yourself, what the course of prices, or what this margin was 
from year to yi^ar, .so you could state wlnither there was an immediate increase in 
this margin after the formation of the combination?—A. I can not tell without 
referring to tlie reports on file. 

Q. This decrease begins, I believe you say, in 1890?—A. In 1890; and they give 
the average before that for a while. It does not give the year 1890—1 believe that 
is the y(‘ar. 

Q. Can you compare the figtires there for the ye,ars 1890,1891,1899,1893,1894, 
comparing the Jiiargins l)etw<'en the raw and refined for a i)eriod of .I or 0 years, 
beginidng with tlu! earliest figure that you have?—A. Compared with the earli¬ 
est, for raw sugar, it is, in 1889, oj cents. 

Q. (}iv<'us tlie margins, please, between the raw and refined, it they are indi¬ 
cated?—A. No, they are not; twill hav('to determine each one. 

Q. If YOU can?—A. I see in 1889 it was 1.91; shall I give more? 

Q. If you will, for 9 or 3 ye;irs, yes.—A. In 1.890 it was 0.73; in 1891 it was 0.78; 
in 1899 it was 1.03. 

Q. Due year more, if you please.—A. 1893,1.10. 

For 9 years, the ye;irs of 1891 and 1899, the margin seems to be de(!idodly less 
than for the year prec-eding or foi' the 9 years succeeding.—A. Yes. 


KKASONS lUill THK (UIANUK IN THK MAHOINS. 

Q. Have you any opinion with reference to th(> cause of this lessened margin 
in thes<‘ years?—A. Thi;re w;is a change in the methods of the tariff that accounts 
for part of it. probably. 

Q. Can you e.x])hiin that?—A. Of course if the tariff was decreas(;d, and it is 
po,s.sible tlnit the changes about the month it occurred would show just about how 
tin; average was, you would have to go into detail. I do not know the exact date 
of the tariff change. It was changed in 1891; 9 cents per iiound duty was taken 
otf; then. August 98, 1894, there was 40 per cent ad valormu put on. 

Q. Was there any change of the duty at tlnit tinu; that would effect the dilfer- 
ential between the refined and raw?—A. It would effect the average; it may have 
been with the longest series the duty was on or the shortest .series the month it 
was off, and this average is for the year. So it would not show unless you take 
it liy dates. 

Q. Was there any further change that wouhl account for the increase in price 
for the.se 9 years?—A. The increase in the margin? 

CJ. The iiicrease in the margin, I mean.—A. In 1894 it w.as 40 per cent; in 
August. 1894, we had an additional 40 per cent duty; that would of course change 
the average for the year consider.ably. 

Q. The increase in the margin <;ame before that time, did it not?—A. The year 
before. . , . , i 

Q. Do you recollect the additional competition th.at came in dunng the two 
years of 1890 and 1891 in the sugar-refining industry?—A. I think the Mollen- 
haiier Refinery was organized in 1890; the National Refining Company in 1893; 
I think the McCahan Refinery was built in 1893. 

Q. The lowering of prices seemed to be in 1890 first, did it not?—A. Yes. 

Q. Covering those 9 years, 1890 and 1891?—A. Yes. 

Q. Do you remember about when the Spreckles Refinery of Philadelphia began 
to work?—A. It was about that time. They had been building for some years. I 
think they commenced to work probably in 1890. I have not the date here. 

THE MAUOIN BETWEEN RAW AND REFINED SUOAB AT PRESENT. 


I have it in mouths if you want it. 
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Q. At the present iiiuo what is the niarj^inV—A. 0.51 of a (^‘nt, takin{< the een- 
trirngal as a basis. 

Q. This date, when the margin was seventy-seven, you say was what?—A. 
May 19,1898, and it did not change very much \intil October or Novcnnber. 

Q. Suppose you give ns the margin in September, then in October and Nov(‘m- 
ber?—A. In September it was about 90 cents a hundred. 

Q. And then you said it began to decrease?—A. InOcto})er I think tlie average 
was probably 58 cents: I think it was. 

Q. And what has been the general course; you need not figure it out for every 
month, but what has been tbo general course since that time—since October, 
—A. Tliere have been times when it has been as low as 82 cents, and at the 
pre.sent it is 51 cents. 

Q. Has it been 51 cents to your knowledge sinc(‘ it dro))ped in October?—A. Yes. 

Q. What, in your judgment, has been the chief caust! of this decrease in the 
margin?—A. Competition of other refineries. 

THE WAY THE PRTCE OF REFINED SUdAR IS FIXED. 

Q. In what way is the price of refinc'd sugar ])articularly regulated; made 
known?—A. It is usually announced at the office of the American Sugar Refining 
Company at 9.80 or 10 o'clock in the morning, and telegraphed to the various 
brokers all over the country; if the other n'finers have changed tlndr pnces that 
is announced, too—or a little later—and also if they change sometime.s in the 
ini<idl(* of the day, as trade conditions warrant. 

Q. You speak of the prices being announced by the American Sugar Refining 
Company. Is it usually true that the prices they fix are followed by the (.)ther 
refiners?--A. Usually so; yes. 

Q. Almost exactly the same?—A. Yes. 

Q. The other refiner.s wait until they know the prices'fixed by the American 
Sugar Refining Company and then tlu'y fix theirs?—A. It does not follow that ()ther 
refiners always change prices wh«‘n the American does, Ixicause then? arc times 
when the refiners may hav(‘ a surplus of refined sugar that they want to continue 
selling, and there may b«! times when one refiner has a sundus. The conditions 
are just regular trade condition.s, and vary frmii week to we(?k. 

Q. But in the main the others follow the American in your judgment?—A. 
Yes. 

Q. When there is a condition such as yon have just describt‘d—when one refiner 
lias a fairly large stock that ho wishes to disiioso of—what is the ditference in the 
prices?—A. It varies from oiM‘-sixt<‘enlh to one-eiglitli. 

Q. It hardly (‘ver goes above one-eigbtb?—A. Not above one-eigbth. 

Q. By giving s«mie advantage' in the terms <)f delivery he may take orders 
without any change in ])ri<a‘s?—A. Yes. 

Q. Yon would say that in the sale of refined sugar tliere is what we might call 
free conmetition from day to day regularly?—A. Yes. 

Q. Will you exiilaiu just what you iiK'an hy that, because you stated a moment 
ago that regularly the AnuTican Sugar Refining (-ompany fixed the prices and 
the otliers followed—will you explain what you mean by free C'lmpi'tition umler 
these circnmstances, where ])racti(?ally all refiners follow the lead of one?—A. The 
question of preference of course plays a very important i)art. Some gro(!«‘rs prefer 
one brand of sugar over others. Very often the profenuee of brokers plays a 
very important jairt. The brokers are (.‘inployed to distribute the sugars to 
wholesale grocers and they are paid bir doing it, but each refiner has a special 
broker, and tliis broker gives more attention to Ins sugars than to others. Wlu*n 
there an? changes noted th(?y sometimes get tlie prefereiici? of the first intimation 
of the clianges, and they are all the time wiring different parts of the country for 
orders and soliciting a little better terms on delivery or little eonce.ssions in some 
way. 

Q. You are yourself the selling agent for the Mollenhaner Refining Company 
and for the National Refinery?—A. The National and Mollenhaner. 

Q. As selling agent for both of these?, do you always have the same prices for 
the products of both?—A. Not always, because, as ha})pened ipiito rec(?iitly, the 
National Refinery had sold its surplus of sugar and the Mollenhaner Refinery 
was running and wanted to sell more sugar; and therefore? our prices feu’ the 
Mollenhaiiei* was eino-sixteenth less. There have? been times wlien clianges have 
occurred in the market, when one of our refiners wemld say, in order tei reduce 
stock to continue selling at the old pric(‘s and when we have sold what we want 
to we (?hange it. 

Q. You have your prices for selling, then, fixed by the refiners you are acting 
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for?—A. No; we ftx them, but of course after consultation with them as to the 
general ]ioli(;y of sellinj^. We are j)erfectly free to change them as we tliink best. 
We are the ones to fix it, but it is done in consultation with them very often, 
although sometime.s changes have occurred some hours before they knew of it, 
because wo thought it wise to advance or lower prices or to pay a little more for 
raw. 

Q. Have you acted at all as .selling agents for the American Sugar Refining 
Company?—A. No; not at all. 

Q. Can you tell whether the Molhmhauor products are sold at all under any 
agreement witli the American Sugar Refining Company?—A. I know they are 
not sold under any agreement with the American Sugar Refining Company. 

CJ. Do you know whether the Mollenhauer and National are entirely independ¬ 
ent of the American?—A. Entirely, yes; and 1 am as familiar with those compa¬ 
nies as anybody can be. 


THE COST OF REFININO SUOAB. 


Q. Can you give us an opinion with referen(;e to the cost of refining sugar?—A. 
I know in a general way, although I do not claim to be an expert on that matter. 
I notice it has been .stated here twice at least that it varies from one-half to six- 
tentbs of a (;ent. 

Q. Is your opinion .similar to that?—A. Yes. I had the general manager of one 
of our refineries figure it out for me. I supposed that nuestion v'ould be asked, 
and I asked him to put it down on pai)er. I will have to read it. 

Q. May I ask who gave you this statement?—A. George R. Bunker, general 
manager of the National Sugar Refining Company. 

Centrifugal sugars cont.ain of— 

Pure sugar, about... .... I)ercent_. 98 

Impurities, about....-.. ..do_ <1 

Water, about. .do_ 1 


100 

The loss in refining is about, of sugar_'. . .....I)er cent.. 1 

Leaving of pure sugar available.....do_ 9.5 

Of this we get of— 

Granulated and yellow sugars, equ.al to.. ...pounds.. 92J 

Sirup........do_ ai 

The sugar is combined with an eijual weight of impurities, making about, 
pounds.-. .. .- .5 


Taking value of granulated at 5.;!T5 cents gros.s or 5.().S cents net ;ind sirup 
at a cents i)er pound, we have eipial to— 

991 pounds granulated, at .5.0H cents.. .. . .. . -$.1,099 

Sj pounds .sugar iu sirup, at 4 cents.....10 


Less . .. 


4.799 

.048 


4.451 


Expenses to be deducted; 

Brokerage, about 1 percent.. 

Government revenue tax, i per (;ent 

Office expenses, f ])or cent.... 

Packages. ..... 

Wages, fuel, boneblack. . 

Repairs and sundries. 


$0.04799 
.10 

.20 


.348 


Granulated, say.. . ... .i. ..$5.08 

Results....-___-. 4.45 

Cost, say ........68 


Q. Will you be kind enough to read the statement?—4- They take 96 test cen¬ 
trifugal sugar a.s a basis, and they figure that there is 3 per cent impurities and 1 
per cent water in that, taking 100 pounds as a basis. 
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The loss in rfflninc is about 1 per cent, which would make the pure suRar obtained 
1),') per cent. By this they figure for convenience that it i.s eiiui valent to ))3i potmds 
of Rrannlated sugar, including the yellows; figuring on a ba.sis of pure granulated 
sugar. They figure that the sirup would be ecpiivalent to 2J pounds of sugar in 
the sirup; that is, combined with itupurities. making about .T pounds of simp 
altogether. For the puiTiose of this calculation they take tlie simp as worth 2 
cents per pound; that is, the sugar in it is worth 4 cents per pound. Taking the 
value of granulated sugar, when this was made u]i, gi-annlated at ."jj would bo 
.').37.'5, or .5.08 net for granulated sugar, and the .sugar in the simp at 4 cents per 
pound, would give 92} pounds of granulated siigar at 5.08, which equals 4.(199; 
2} i)ounds of sugar in the sirup at 4 cents would be 0.10, making 4.799. The 
expense to bo deduct(‘d is brokerage, etc., 0.5 per cent, the government revenue 
tax. one-fourth per cent (you know there is a special internal-revenue tax on 
gross sales of sugar), office expenses, one-fourth per cent (all packages cost 
about 10 cents per hundred, say one-tenth of a cent, for that), wages, fuel, 
bone black, repairs, and sundries, about 20 cents per hundred, making the net 
result 4.45, as against 5.08 for the granulated, showing a difference otb.(i:f of a 
cent per pound. 

(^. According to vour statement then, if I understand it. the margin between 
the 9()-degree centrifugal and the refined granulated would need to bo aUmt (Kt 
cents in order to refine at a profit?—A. On the basis of pre.sent prices, but on a 
lower ba-sis of prices tho margin would have to be less. 

y. On the basis of pre.sent prices?—A. That is what he figures his sugar at. 

Q. Can you separate, without too much trouble, the <iperating expenses of 
ri'fining from the loss tliat comes in the raw .sugar, so that you can give us the 
cost of refining separate from tho loss that comes in the changing of the raw to 
the refined?—A, ft is about 35 cents a hundred, tlie <;ost of refining, and the dif¬ 
ference is the loss—about 28 cents. 

CJ. Has this cost of refining, in your judgment, been substantially the same for 
some years or is it decreasing?—A. It varies slightly, according to tho average 
raw sugar used, and then there is a slight variation in tho results of refineries. 

Q. But further than that, have there been impntvuunt'nts in methods (»f refin¬ 
ing. improvements in machinery or otherwise, perhaps in the organization of the 
refineries, fhat have tended to decrease the cost of refining during tiuf last 10 
years?—A. Piwsil)ly in 10 years, bnt not in the; last 5 years. 

C^. You think the cost is substantially tin; same now that it was 5 years ago?— 
A. I think so. 

tj. The statement was made hero the other day that the aim of the American 
8ugar Refining Company has been to make a profit of one-fourth of a cent a 
pound and be content with that. A(;cording to the figures you have given that 
would require a margin of 0.88?—A. Yes. 

t^. In your judgment is this cost of refining that you have given us substan¬ 
tially the saiiio for the refinery that you have (quoted, for the American Sugar 
Refining Company, and for the other competing firms?—A. It is possible that the 
American Sugar R(;iining Company, or tlie Ilavemeyer & Elder house and the 
Spreckles house at Phil.adelvffiia can refine at a .smaller margin than tho others. 

Q. Will you kindly explain why?—A. The fact that they can run them to their 
full capacity. F<ir instance, the Havemeyer & Elder house is supposed, with tiie 
ladinery adjoining it, to be under one managemcTit, and to make 12,000 barrels of 
sugar a day: the Spreckles house is supposed to make 8,000 a day. There is some 
economy in a liouse of that size, I understand. I do not think it can amount to a 
great deal; I suppose 3 to 5 cents a hundred would perhaps represent the differ¬ 
ence, although that i.s only my individual opinion; I nave no way of telling. 

CAl'ITAI, NKCKSSAItY I'OK BUILUINO AND Ol’KKATINO A KKFINEllY. 

Q. Can you rive us any information with reference to tho cost of building 
refineries, and the amount of capital that is required to run refineries of the aver¬ 
age size under normal conditions?—A, Yon want the cost separated from the 
h‘^1; of course that plays a very important part? 

you can make the separation, yes. Let us take a refinery substantially of 
a million pounds’capacity.—A. That is about the size of the Mollenhauer and 
National; botli of them are about a million pounds; that is about the size. 

Q. (By Mr. C. J. Harris.) Each one or both together?—A. Both together 
2,000,000 pounds. One, the Mollenhauer, is about 1,1.50,000 and the National 
about 850,000 per day, a total of 2,000,000 pounds for the two refineries. The 
buildings and machinery for a ])lant of that kind, 1 believe, costs in tho neighbor¬ 
hood of $1,500,000. At the pre.sent time it would probably cost more, on account 
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of the iin'rease in the cost of tint ii'on: of course tliey are lari^ely bnilt withontaiiy 
wood, that is. altogether irim and steel. 

Q. In yonr .indgment then, to hnild at the present time a refinery of that 
capacity, what we woirld call an np-to-date refinery, witli the latcn' improvements, 
would prohahly co.st somewhat more than $1,500,000?—A. Probably $1,700,000. 
The land varies in value from $2,50,000 to $000,000, taldng those two as a basis. • 
One of them is located right in the city of Brooklyn, near the water front, where 
land is valuable, and the other at Yonkers, where it is less valuable. 

Q. Can yon now give ns some idea with reference to the amount of running 
capital that is recpiired in order to run fairly satisf.actorily a refinery of that 
capacity?—A. You mean taking one refinery? 

Q. Yes.—A. It would take somewhere in the neighborhood—carrying the iisual 
stocks of raw with the usual credits that are given on refined sugar—in the 
neighborhood of $2,000,000 for each refinery. 

Q. For each refinery?— A. Yes. 

y. About what is the average amount of raw siigar carried; of course it varies 
greatly?—A. It depends on the market. I suppose the smallest (juantity is in the 
neighborhood of 1.5 days' supply, which would be HO,000.000 pounds for the two. 

Q. The largest varies’accordiiig to your idea whether tin* market is low or high?— 
A. Sometimes it is 8 or 4 times that; at present I think some of the refineries have 
4 or 5 months' supply of sugar. 

y. You would think, then, that a refinery costs, with the ground, in tlm neigh¬ 
borhood of $2,000,000, and ought to have, under nnlinary business conditions, a 
running caintal of something like ,$2,000,000 in addition?—A. Yes, 

Q. About tho.se figures'?—A. About that; yes. 

These oinnions of yours, I .iudge, from the way in which you state them, are 
based on yonr experience in yonr own refineries?—A. Y(;s; as to others 1 have no 
me.ans of knowing. Of cinirse tlno’e are (;redit.s which are used very largely at 
times which makes less cash ne(;es,sary, 

tj. Owiijg to the conditions of business you may stock up with four or five 
times the u.sual amount so that credit is desirable'?—A. Very important. 

SOURCES OF THE SUGAR SUPPLY. 

Q. Where do you import the larger ipiantities of your raw sugar from?—A. The 
two refineries that we rejiresent use largely cane sugars; but <il course, during 
the last 8 years, when the jnoduct <d' Cuba has l.)een so small, we have used a 
large proportion <d' beet sugars, and they are produced in F,urop<' largely. 

Q. Can you tell the countries in Europe that send ben^ the lai gest (piantities of 
.sugar'?—A. I think this pai>er' shows the product of the W(U‘ld and separates the 
product of each country. 

Q. Suppose you .select the 4 or .5 leading countries that send sugar to the United 
States—^l)eet sugar first and afterwards cane'?—A. We will say tiermany and Aus¬ 
tria are the two largest. 

Q. (By Senator Mallory.) C.Tn you givt; the figures of the shipment from (ler- 
many'?—A. No; I see the two countries are not sciparated hei'e. It is a matter of 
record at the custom-house, of course. 

Q. (By Mr. .Ie.nks.) (If course; it is a m.Ttter of convenience for us to put it in 
here; you -would say Germany comes first and then Austria as regai'ds the ship¬ 
ment of beet sugar?—A. Ye.s; very little French, hardly any Russian, sometimes 
some from Belgium and Hidland. 

Q. These are substantially all be(;t migars'?—A. Yes._ 

Q. Now as regards cam' sugars'?—A. Wi'll of course in norimil conditions Cuba 
is a great source of supply. 

Q. Then after that?—A. I suitpose vou can count Java, where the crop is very 
large, and tlien the West India Islands, Demerara, and Hawaii. 

Q. Have there been hi;r(;tofore largo importations made from the Philippine 
Islands?-A. Quite large; yes, 

Q. Is there any difference in the ([uality of the beet sugars that come from the 
different European countries, or is the quality substantially the same'?—A. I 
believe all beet sugai- is substantially the saim;. 

Q. And if there is any difference the price, I suppose, evens it up?—A. Yes. 

> Weekly Statistical Sugar Trade Journal. Willett & Gray, ill, Id Wall street, publiahers. 
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COST OF HKKININU IN OTllKIi ('OUNTIilKS. 

Q. Avo you familiar with cost of reliniiij^ suj^^ar in Eiiroix*?—A. Only from 
statements tliat I have sei^n. 

Q. Can you j^ive ns any information with reference to the apiiarent cost of 
retininj< suj^av in Germany as com])ared with tln^ United States':’—A. 1 heli(.‘vc it 
is considerably less in Germany, bt'oanso they take beet snj^ur and make it into 
refined in one i)rocess, just as they are doinj; in Nebraska. California, Michij^an, 
and New York. There is no bone black usi'd at all; it is a filtenni; iirocesa. 
That, of course, does not Kive as fj^ood a (luality, but it answers the purpose. 

Q. Then you would say that if W(* wanted to import i'».‘tin(‘(l ^Tanulahal su^^ar 
from Germany it would be inferior in (piality to our nhiu'd sii.i^ar':'—A. Yes. 

<^. Can you ^ive an opinion that is at all definite with rel'enaice to the differ¬ 
ence in tllo cost t)f refining there as comp.ired with wliat it is Iktc— how many 
cents per 100 pounds?—A. Probably 15 to 1?0 cents a liundr<‘d i)ounds less than 
here. 

C^. Is the difference as great as tliat, in your judgment'?—A. I think so; yes. 

Q. Does that include any ditferenca; in the cost of the package in which it is 
put up?—A. Partly. 

Q. Will you explain to us what the differeiua^ in the package is'?—A. Tin.' prin¬ 
cipal call for sugar in tliis country lias always bee?i in barrels which co.st from 55 
to 58 cents a piece. The foreign sugar is packed in jutt'bags, and therefore is 
l(‘s.s expensive'. 

Q. ('an you give any information at alias to the cost of those' jute bags'?—A. 
No. The refined sugar which is])ack('din bags in this country is in lOO-pound 
bags, fir.st in a cotton bag, and then a jute bag, which of conr.so adds to tin' cost . 

Q. What is the cost of the bags that aroused in this country?—A. For the 
same (piaiitity of sugar, it is practically the same. We .si'll tlie barrels and bags 
at tbe sjuiK' price, and in figuring the cost we think there is not enough difference 
to consider that at all between the bags and barrels wo ust*. 

KPFRUT OF THR SUO^Vlt TRUST Off THE IMtJUR OF RAW SUGAR. 

Q. Have you boon able to trace any direct inlliu'nce of the American Sugar 
Ki'fining Company on the price.' (d' raw sugars'?—A. Tiieyof course liave av(*ry 
large iTirtui'iice on it, because they are such largo consumers of raw sugar; but they 
liave not the ])ovv(‘r of making the price for any length of lime for raw sugar. 
Euro])e witli its larger iiroduction of beet sugar fixes th(! prii'e. They make tJiere, 
I think, nearly 5,000,000 tons of beet sugar, as agaiiust 5,000.000 tons of cane sugar 
prodticedin the world. 

Q. So you would say that the price of raw sugai’is substantially fixi'd abroad'?— 
A. Fixed in Jiondon. (hinnany, and Franci.'. 

Q. How long have you lieen i.'ngaged in the business of buying and siOling 
sugar?—A. Our firm has been in it for 55 years. 

C^. And you personally'?—A. I liavi' been eonni'i.'ted with the firm :.’5 yisars—from 
boyhood up. 

Q. You have been actively engaged in that firm?—A. For the last 15 years; 10, 
say. 

It has freiiuently been asserted t hat the American Sugar Refining (kuiipany, 
on account of the large amount it Imys, has ln'eii enabled to ex<*rt a steady 
influenci' toward depressing the juice of raw sugars. I should like to know if, in 
your judgmimt, this tendency has been ajiiireciable from the time the Sugar 
Trust was formed'?—A. I think it must liave bt'i'ii, from the large amount of sugar 
th('y use. 

Q. Would you be inclined to think that the pri(;e of raw sugar has dropped or 
has lieen held, let us say, 10 cents a hundred less than it would have been if there 
laid been tlio former competition among small indejiemhmt e.stablisiunents instead 
of one groat buyer?—A. No; I do not think tlio difference would have been as 
great as that; possibly on<'-sixteenth of a cimt, and only for peri«,>ds of a year. 
Taking the world as a basis, they can not affect it for any great length of time 
more than onie.sixteenth of a cent a pound, because tbe product of sugar is not 
very much more than is reijuired for consumption each yi'ar. The jiroduc-tion is 
not incTeasing as fast as consumption is. I believe statistics show that. 

C^. You are refening now to the world product, or to the United States?—A. The 
world product. 
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KB'KKCT ON THE PRICE OB' KEB’lNBIl) SUGAR. 

Q. In your iudgmeiit lias thoro Ixion any roatriction ot the output of refined 
sugar in the United States for tlie purpose of keeping the prices liigher than they 
otherwi.so would be—deliberate restriction of the outputV—A. There is no doubt 
that at certain periods of the year when the consumption is less than it is at 
other time.s the production is curtailed, no doubt as a business principle, to meet 
the reipiirements. It is very evident that if wo all should make all the sugar wo 
could thoro would bo no way of marketing it at a profit. 

Q. And in this adaptation of the supply to the normal demand the American 
Sugar Refining Company, I supjiose, of necessity takes the lead?—A. There is no 
way of telling whether they do their proportion of it or not. I have no way of 
knowing. Of course we see the public statements from week ‘to week of the 
meltings, as made up by Willett & Gray, and we know what our meltings arc 
from day to day, but as to whether we are getting more than wo ordinarily would 
have I have no way of telling. Gf course, I do not think that the meltings are 
always stated correctly. I do not think it is possible to get at it, taking the 
country as it is. 

Q. This lessening of the output comes regularly, of course; when the price 
goes down so that it becomes less profitable and more difticult to market then 
they lessen the outputV—A. Naturally, when the profit is good we make all we 
can, and when the profit is not enough we make as little as possible. For .some 
months past wo have made very little. 

y. Is your refinery running now?—A. The Mollenhauer is at pre.sent. The 
National will be in a few days. 

Q. About what proportion ot its capacity is the Mollenhauer running now'?— 
A. They are running full ,iu8t at the present time, but taking the last (i months I 
suppose they averaged, taking the two refineries, about one-third of their capacity. 
Of course it has been unprofitable. 

METHODS OB' SELT.lNIi SUGAR. 

Q. Will you explain to the commission the methods that are followed by the 
refineries and by yourself as agent of the refineries in placing your sugars uixm 
the market? The Ifictor system—does that exist yet?—A. That is in existence 
in some cities and some parts of the country, and uji to the last .'i or C months has 
been the principal way of distributing the sugar. 

Explain to us in brief what this factor system is?—A. I take to-day's basis 
as an average. The price of granuhited sugar is .5.1 cents. From that wo allow 
to the grocers, without regard to 'vv'hetlur they are factors or not, three-sixteenths 
of a cent a pound, and if they buy 100-barrel lots we allow them 1 per cent trade 
discount and 1 per cent for <;ash in 7 days. They can avail themselves of this 1 
per cent discount or not, just as they wish. At the end of the 5 months we send 
them a check for the three-sixteenths of a cent per pound commi.ssion,less 1 per 
cent, reganlleas of whether they have maintained the list prices or not. 

Q. The custom used to bo to reiiuiro au affidavit'?—A. Some years ago we 
required an affidavit as a means of jirotection to the grocers, not to the refineries. 
You can readily see that the pi'iceat wliicli the griKairssell sugars is of very .small 
interest in one way to the refineries, but it is such a largo proportion of their 
brnsiness-1 think refined sugar is about one-third of their sales—and competition is 
BO keen throughout the country to sell sugar that for a good while they did it 
without any profit. At their request this method of selling sugar was adopted by 
the refineries. It not only applies to sugar, but to a good many other articles. It 
covers also tobacco, coffee, and various articles. We believe three-sixteenths of a 
cent per pound pays them the cost of distributing tho sugar and a little profit. 
It gives them a small profit, certainly as small as anyone would bo warranted in 
doing business for, possibly 1,5 or 20 cents a barrel. 

Q. In your judgment is tho ijrice that is fixed by the refineries kept up fairly 
well by tho wholesale grtxiers, since you have dropped tho affidavit system?—A. I 
am sorry to say it is not, for their sakes, not for ours. 

Q. Among the grocers themselves, then, you think there is a great deal of cut¬ 
ting under these prices?-A. No doubt of it. 

Q. You say the grocers in a large proportion of tho markets are soiling sugars 
prfictically without any profit at all?—A. Yes; there are certain sections in tho 
country where 1 think profits are maintained—New York, New England, and 
Pennsylvania, but west of tliat, e.xccpting in one or two States, I think tho profit 
moat all the time is nothing. 

Q. You think in the eastern States they do substiuitially maintain the prices'?— 
A. Yes. 
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Q. Aro there any other .syst<?i)is of sellinj? factor systems, and so on?— 

A. There are different States tliat have* systcmis of tlieir own; take Ohio, for 
instance. It was found under some interpretation of the law that it was illegal 
to hold three-sixteenths of a cent commission and in that State we deduct from 
the bill instead of holding it, so that every grocer is allowed three-sixteenths right 
on the fiK.',e of the bill. They have recently adopted a jilan which they hope will 

be successful in iielping them to maintain the profit on sugar. 

Q. Cau you explain to us what the plan is?—A. Well, I have two circulars here; 
they are printed documents and 1 think there is no secret about it. I am very 
willing to leave them here if you care to have them. 

Q. Will you b(! kind enough to read them to us first, and then put them on 
fi]y>„A. They are under date of May 18, and May 36,18U0. They aro too long to 
ri‘ad. , 

Q. Give us the gist of them; it will bo better.—A. The gist of them is that the 
State has been divide<l up into certain sectioris with a coiamittee appointed for 
each section, Tliey liavo resolved to maintain a profit of one-eighth of a cent 
per pound in tlieso'sectimis. and if it is found that any grocery salesman is cut¬ 
ting the price of sugar or coffee and it is proven that it has heeii cut, the com¬ 
mittee in that section notifies all the grocers to reduce their price to the price at 
whi(;h this grocer sold sugar, immediately taking away any profit in that section. 
That is the gist of it, I believe. 

(The two documents referred to are herewith attached.) 

[Tlio Oliii) Wlu)Ie.siii«! (n*w(‘rs' Assoi iiition ('oini»iny, (.’olnmlnis, Ohio, May IS, ISy9.] 
[Plcuso lllo for futuro rofori'uco.] 

To Ohio irholcsalf grocer.^. 

Gentlkmrn: At a iiUH^ting of tho wholesale groctu-s of Oliio, held at Columbus, 
May 1) and H), 186!). a new code of rules and regulations was unanimously adopted. 
A part of article 4 of the n(‘W code reads as follows: 

“ Tlie board of directors shall divide tho State into six divisions, and shall appoint 
fi)r each division a local hoard of three imunlx'rs/' 

At a m('(diiig of tla^ board of directors ludd in Columbus May 18,18!)!), the State 
was divide<l into tlie six divisions as ju’ovided iii the new code and tins following 
local boai'ds of arhitration were appointed: 

No. 1 or northwesteni distried, composed of tho following counties: Williams. 
Ottawa, Wood, Paulding, Allen, Wyandotte. Fulton. Sandusky, Henry,Putnam, 
Hancock, Cravfoi'd, Linras, Seneca, Defianc<‘. Van Wert, Hardin. Committee of 
arliitration for tlie above IT comities: li. A. Bai'tley, cbainnaii, I’oledo, Ohio; 
J. M. Sealts, Lima, Ohio: W. T. Hughes, Van WiTt, Oliio. 

No. 3 or northeastern district, co 2 n])osed of the following comities: Erie, Cuya¬ 
hoga, Geauga, Portage. Ashland, llolnuis, Huron, Lake, Ti-unibull, Summit, 
Richland, Stark', Lorain, Ashtabula, Mahoning, Medina, Wayne, Columbiana. 
Couiniittee of .‘irbitration for tho aliove 18 (*omities: H. Fitch, chairman, 

Youngstown, Oliio; H. R. Edward.s, Cleveland, (Jliio; August Dannomiller, 
C'anton, Ohio. 

No. 8 oreasterndi.strict,(;oniiK>sed of tho following counties: Jc'fferson, Harrison, 
Gueni.sey, Noble, Carroll, Coshocton, B<‘luiont, Washington, Tuscarawas, Mus¬ 
kingum. Monroe, Morgan. Committee of arbitration for the above 13 counties: 
Robt. McGowan, chairman, Steubenville, Ohio; Tlieo. Wiles, Zanesville, Ohio; 
W. U. Ptuirosi;, Marietta, Ohio. 

No. 4 or southern district, composed of tho following counties: Meigs, Scioto, 
Ross, Hocking Gallia, Pike, Vinton, Lawrence, Jackson, Athcuis. Committee of 
arbitration for the above 10 counties: F. M. Bovie, chainnan, Qallipolis, Oliio; 
CTOoigc} Appel, Portsmouth Ohio; -Vaugliters, Chillicothe, Ohio. 

No. 5 or southwestern district, composed of the following counties: Hamilton, 
.Vdams, Warren, Mont^niery, Shelby, Clemiont, Higldaud, Butler, Miami, Aug¬ 
laize, Brown, Clinton,^eble, Darke, Mercer. Committeiiof arbitration for the 
aliove 15 counties: W. W. Andrews, chairman, C^inciniiati, Ohio; 0. C. Morrow, 
Hillsboro, Ohio; John K. Meintire, Dayton, Ohio. 

No. 6 or central district, composed of the following counties: Franklin, Greene, 
Logan, Delaware, Knox, Fairfield, Pickaway, Clarke, Union, Marion, Licking, 
Fayette, Champaign, Madison, Morrow, Perry. Comniitteeof arbitration forthe 
above 16 counties: Fred Shedd, chairman, Columbus; Ohio: H. H. Eavey, Xenia, 
Ohio; C. C. Stoltz, Marion, Ohio. 

Any complaints or violations on sugar or packaged coffee shall first be referred 
to a member of the Icical board of arbitration liaving charge of the division or 
district wherein the violation is alleged to liave occurred. 

By order of the board of directors. 

Orrix Thacker, Secretary. 
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[Tlu) Ohio Wholosalo UrocorM' Assix'iation Comitauy, (ioluniliUH, Ohio, May 2*i, 1899.] 


To all irholexah’ dealei s in siKjar, 

CiENTLKMU.N': After full iind fiiir (li.s<!nssion of the whole snhject of sugar 
eiiuality at a iiieetiug of the new hoard of directors of thi.s association, held at 
the office of the secretary on the 18th, the following resolution wa.s unanimously 
adopted: 

[Copy.] 


“ Ilesnlivil, That we reinstate the <‘<iuality plan for the sale of sugar in the 
entire State of (.)hio on a basis that may he agreed upon.” 

Suggestions were then entertained by the hoard from jobbers located in differ¬ 
ent parts of the State, after which the following was unanimously adopted: 

" Ili'xolird, That the executive committee and the secretary publish a new rate 
b<«)k, in which the rates shall be graded gradually, beginning with a one-sixteenth 
basis in northern Ohio, and as the central part of the State is reached a one-eighth 
basis, and the southern portion full e(]uality. The same to take effect May 29, 
1899.” 


In accordance with the above order of the lioard of directors the new rate books 
have been ]>repared and the secretary has been instructed to .send you to-day suf¬ 
ficient co])ics to supjdy each of your .salesmen. The new rate books are to be 
used preci.sely as the old, viz: New York card plus the rate in the rate book oppo¬ 
site the town where sugar is sold, less local rate of freight, to be deducted from 
invoice. 

The committee desires to s:iy further that under ju’esent conditions it is impos¬ 
sible to get support from the refiners in reguhiting tlie cutter and rebater. There¬ 
fore. it is left to the honor ami good sense of each jobber as to whether or not a 
profit on sugar shall be obtained in the future. You see to it that your men do 
right, :ind carry out the rules and prices to the letter. Confide in your compet¬ 
itor, and beli<'vp every nuin honest until he is i)roven dishonest. All do this and 
we wilt have no troulde. 

The committee adopted a new rule for its guidance hereafter, viz: 

“As soon as this office recidves reli.abh; information that sugar is being cut or 
rebated by any house or .s;ilesman :it :uiv given j)oiut, all jobbers who sell g(Kjds 
at the point wliere the cut has been maile or rebate given will be notified at once 
to reduee the frekjlit rale {iiaiiiiiu/ the rate) to that particidar point to an amount 
equal to the cut or rebate ijireit!" For e.xample, the price of gr:inulated to-day 
delivered in Elyria, Lor:iin County, according to the new r:ite hook is 5..59. If 
any sale.sman should cut or rebate to a retailer in Elyria, say 29 cents per barrel, 
and your salesman sends yon a rciiort to this (.fleet, examine the matter thor¬ 
oughly yourself first, and if you are sati.sficd that a cut lias been made, notify one of 
the members of your local board at once. The local board will then reiiort tho 
same to this office with recommendations, and if it is .shown to the executive 
committee to a reasonable degree of certainty tlnit a cut has been made the price 
will bo fixed to all retailers in Elyria at .5.17, which, as you see, will make a 
reduction sufficient to meet the cut. 

So it will be seen that every house will be on exactly the same basis. The 
dishone.st, as well as the honest man, will, of course, take the loss. 

The jobber should be very careful in making comiilaiut. They .should (luestion 
the salesman who makes the change very carefully and be sure that it is well 
founded. You can see that if the coniiilaint is acted upon by the committee it 
will mean a loss to every jidiber selling sugar at that point. 

Any eomplaintn or violatioiif: on migur or qiaekaqe eoffee .shallfirst be referred to 
a member of the loe<U board, of arbitration having charge, of the division or dis¬ 
trict wherein the violation is alleged to have occurred. (See inclosed sheet for 
names of committee of arbitration of your district.) 

It is now in your hands. Keep your salesmen straight and “don't jump at con- 
clmsions.” Take all of them into your private office and explain the situation. 
Tliey are interested most of all. Bo sure you are right before making complaint 
to your local bo.ard of arbitration. If a reiiort of a cut should reach your ears 
investigate it thoroughly first. There will be nothing to lose and everything to 
gain by a little investigation. 

The plan to meet the rebater as outlined above has been in operation in the 
Chicago district for some time, and it has proven eminently satisfactory. 

Very respectfully, 

A. S. Hammond, Chairman, 

.1. E. WEiFFENBACH, 

J. H. Paddock, 

Ihrecutive Ceymmittee. 


Okbin Thackeu, Secretary. 
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Q. Do you know how loiif? a timo thi.M plan has bomi in (?xist,fnoi'y—A. I think 
only Kincn May 28, or May 18, 18!KI. 

CJ, Not lonx enouKh to see what the elha^t is likely to lie?—A. In ChieaKo they 
have had practically the same sy.stem. 

Q. Have they had it for some time?—A. They have had it there for some time, 
and the Ohio plan follow.s that of Illinois, I believe, althoufj;h I have never seen it 
so clearly stated. 

Q. Do you know whether this Illinois plan has been .successful in keepiiif? the 
prices uniform?—A. It has not been entirely .successful in keeping the prices at 
a profit; but wlasnever a cut of oue-eittlith was made tlio other f'l-ocers met it, 
and every single Ki'ocer would perhaps be fflad to come back to one-eighth of a 
centprofit again; so on the whole it ha.s helped to maintain a small profit on .sugar. 

THK DUTY O.N SU()AI£—I.MI’l)KTATIONS OF SUO.tli. 

Q. In your judgment the cost of refining sugai' in Europe! is con.siderably less 
than it is here. Does the present differential tariff in favor of refined sugar largely 
cover this differnice in the cost of refining?—A. I believe it very ni'arly covers 
it. As to just what that differential is I am not able to say. It is a niatter of 
record in the custom laws, you know, in countries that pay a countervailing duty, 

tj. I said differential duty on refined sugar?—A. I do not think one-eighth cov¬ 
ers the diff(!r(‘nc(i in the cost of refining between the United State and Europe. 

Q. So as far as countervailing duties are concerned, that is, the (luties that aro 
put on imported sugar's to offset bounties which irre given direritly or iirdireclly 
by Europeiin systems; you think that this I'ounterviiiling duty is substantially 
accurate?—A. I think so; yes. It was left open for some months until they (!ouId 
determine it accurately, and I suppose the 28 or (18 cent.s on r'cfined is as'rrearly 
acc.urate as they can detei'minc. 

Q, So that at the iiresertt time, so far as these Eirroirean bounties are comrerni'd, 
our refineries aro certainly prot.ected?—A. 1 think so, 

tj. Now, as regar-ds the cost of reliiring, this differential of omoeightb cent per 
pound does not nuito cov(!r the cost?—A. No; it does not cover (be difference! in 
this cost. 

Q. Can you express an opinion ,as to how much would be rtrrpiired to (rover 
it.^—A. I think I did stat(! a little earlier l.o to 20 cents a hundred. 1 think that 
is as near as one can tell without gi'ing into a very difli(!rrlt calculation. 

(J. You think, then, that it would not roriuire 28 cents, or on(!-fourili of ii cent 
a pound, in order to cover the difference?—A. I have an impression that tli(! 
in-esent protection to ndineries, what(!ver that may be determined to be, is suf¬ 
ficient to emiblo us to compete with Europe. 

Q. Are there any importations of fonrign refined sugars at the ])r(!sent time?— 
A. Well, from .Tannary 1 to May‘l.l 1 s(!o the report is 1.802 tons; in 1808 there 
were 12.243 tons, showing the decrease in the 2 years of 10,(ill tons. 

Q. What is the total amount consumed in tons?—A. In this country? 

Q. Y(!s.~A. Two million tons, in round numbers. 

Q. So that the importation of refined sugjtr here is merely nomiu.al?—A. Yes. 

Q. Has that condition of affairs with reference ti> importations been continuous 
for some years back, or have there been periods of a few years when large (quan¬ 
tities (if riifined sugar were impKirteil?—A. Whenever the prices maintained by 
the refineries here are high enough to warrant buying abroad, it comes over, but 
as soon as the margin is reduced it ceases to conn!. 

Q. The reason, then, for the uoniiuqiortation at the iiresent time is the very 
low margin between the raw and refined?—A. Yea. 

Q. Would yon tell us at about what margin between the raw and nifined 
.sugars we bemn to receive importations of refined sugar; I mean as a matter of 
history?—A. No, I can not tell liecaiise it is very difficult to arrive at it accurately. 
It would depend upiin the surplus stocks in Eiiroiie vm'y largely. If th(»ro is a 
large surplus you will find that instead of lowering their prices they woulil prob- 
ably ship it here, and if they only had enough for consumption on han(i they 
would probaWy market it at homo instead of shipping it here, so tliat it does not 
lu i ^ ^ margin between the raw and refined would be the only reason 

that the refined would come here. 

d(imse, that would not be the only reason, but, in your judgment, that 
would perhaps be the dominant influence?—A. I think that mercihants and manu- 
laiiturers ot all kinds seek the market where they can net the mo.st money with- 
oilt disturbing tlmir own local markets. 

fi.**’ /hhr opinion—it would have to bo somewhat general—as to 

tne mirnial marmn between the raw and refined at which we might expect 
imports?—A. I should think that if the margin between raw and refined was 
three-fourths of a cent per pound refined sugars would come here. 



158 HEARINGS BEI'OKE THE INDUSTRIAL (’©MMISSION. 


Q. Seventy-five one hnmlredths expresses substantially the cost of getting sugar 
from Euro])(!, addeil to the cost, with a moderate profit, of refining there?—A. 
Not altogether, because in order to maintain their i)rices in Europe they would 
.ship th(!ir surplus refined hoias to bo sold, even if they had to sell it at a little less 
than they did there at times. 

(.•DlUalNATUl.V A.MO.Ml TUB SUdAlt ItEFINERS A IIKNUFIT TO THE COUNTRY. 

Q. From your exporioix’e in th(! sugar busi?iess for the last few year.s. do yon 
(insider that a combination of refiners, such as the American Sugar Refining 
Company, is to be considered on the whole a Ixmefit or an evil?—I believe the 
results show that it has been a benefit to the country at large. 

Q. And these beiKifits are shown?-A. In tln^ redmasl price at which the con¬ 
sumers are getting their refined sugar and in the more steady employment of 
labor. Of course, the reduction in the margin of iirotit increases the eonsumptioir, 
and we believe in that way it is very helpful. 

Q. (By Sen.ator Maeeouy.) If I understand that question, you regard combi¬ 
nations such as the Amerit^an Sugar Refining (.lompany as the cause of all this 
reduction?—A. Well. p(u'sonally. I think that the American Sugar Ktdining Com¬ 
pany has not itsed the power that it might have used to maintain exorbitant 
profits. I think it has ko))t the margin of profit where it paid well for the money 
invested, but has not sought large profits over that. 

Q. I did not quite understand your answer or the question. I undei'stood it to 
be that in your opinion combinations such as the American Sugar Refining Com¬ 
pany ])roduce beneficial results in low(‘riug print's anil keeping up wages.—A. In 
the way that particular organization has In'cii managed. I belim-o the result has 
been beneficial. I am not referring to the effect of trusts in general, but to that 
particular one. 

Q. Has the competition to which the Sugar Refining Company has boon sub- 
.iected in the la.st two years hail anything to do with the reduction in prices?—A. 
It possibly has; but I think, by the policy which has been pursued, that the 
American Sugar Refining Company has realized that it is inqiortant to keep 
the margin of profit fairly small, and there is no doubt that competition, and there 
has been all the time more or less competition, has had its effect too. 

Q. In the event that the American Sugar Refining Company succeeded in sup¬ 
pressing all competition do you think that beneficial results would remain?—A. 
No, I do not: it would depend on who is the manager of it, but it is not natural. 
I think it would get a larger inice if possible. 

Q. Have you heard or not the statement of the manager here that they were in 
business for business and not for philanthrophy?—A. (No audible response by the 
witne.ss.) 

Q. (By Mr. Farquhar.) When you made the statement in regard to the mod¬ 
erate lu-ices charged by the American Sug.'ir Refining Company does that cover the 
period between 1887 and the present time?—A. They have been in the organization 
.since that time. It has varied in different years, of course, and things have come 
in to make the profit of the American in some cases larger than worrld seem natural, 
for exiimple, in the ^nl^chase of raw sugar. They may be .successful in buying raw 
sugars when the price i.s low, and they, havin.g enormous capital, are enabled to 
carry it. Thei'c are certain seasons in the year when an advance in raw sugar 
would materially increase their profits. It would effect the consumer, but prices 
advance without their control or without their influence. 

Q. Does the question of the tariff enter into the matter of the stock?—A. Yes. 
Q. How?—A. Naturally, when the duty was taken off we carried just as little 
as possible. When the tariff was going on we probably put all our money into sugar, 
and all our credit, in order to caiTy as much as possible. 

Q. The sugar bu.sines3 is conducted on the same business principles as the 
tobacco business, for instance?—A. Yes; I think it is. There are general princi¬ 
ples that they follow. 

Q. Is there any advantage in having the large capital that the American Srrgar 
Refining Company has in buying stock and the raw rrraterial? I.s it a rule in the 
business to carry extraordinary stocks at any time?—A. It is at times, because the 
carre crop of the world is rnarketeil withirr a few months—.lanuary, Febrrrary, 
March, and April—atrd at that tinre there is the greatest pres.srrre always to sell, 
jirst as the gr'oatest pressure to sidl the beet crop would be itr the fall. At those 
times they avail thermselves of their immense capital to got as largo a srrpply as 
possible at the lowest prices possible. 

Q. Then the comtrris.sion should iruderstand frorrt your former answer that it is 
the principle of the Americair Refining Company to corrtrol the marked as much 
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as possible and to get control of the price at a moderate per cent of profit?—A. I 
think .so; yas. 

Q. Do you think that they have adopted that line of policy as a matter of .safety 
against opposition or as a business method of getting an ordinary profit out of this 
largo capital?—A. I do not doubt that the fear of competition influences them; it 
would anybody. They do not want to emxiurage other competition. The fact 
that the Arbuckle, the Doscher, and our refineries have been built since the trust 
was formed shows that capital is very willing to go into a business where there is 
a margin of profit, and there is considerable risk with it, too, of course. 

COMI'LKTK CO.NTKOI, BY ONE CIKOANIZATION WdUUl NOT BE BENEFICIAL. 

Q. Then, as another business proposition, suppose you arc the head of a con- 
(!i!ni that is able to control 80 per cent of the whole output of the refined sugar of 
thi.s country, would you regard it as a good business proposition on your own part 
fi u- your board of directors to control by any po.ssibh; means the other 20 per cent?— 
A. I should not think it was good business policy; no. 

Q. Would yon please give your reasons why perfect control is not good busine.ss 
policy?—A. Perfect control of any article of universal consumption is a very dan¬ 
gerous tiling for any company or any body of men to have. 

Q. (Interrupting). That is .iu.st what I want to get at-.A. (Continuing). In 

my opinion wo are all human, and we would naturally use the power it gave us. 
We would be restricteil only by the fear of competition. 

Q. When you .say a dangerous power for them to have, you mean dangerous 
for the people in general?—A. Yes. They might not all be as broad-minded as 
Mr. llavemeyor in managing the concern; they might want to exact larger profits. 

Q. You have noticed, I presume, in the pirblic prints what ho has .said before 
this commi.ssion—that the profits have come from the consumer, and that it is 
tiu'ir intention to control flie market as widely as they can. Now, wh,at I wish 
to know is what effect these independent refineries—there is, 1.5 to 20 per cent 
of refined sugar produced oulside of the Havemeyer Company—have on the 
general market, on the consumer? What power through this limited attempt, 
you niight.sa.y, have you to control prices?—A. We have not the power tocontrol, 
but we have the power to influence prices. 

Q. (By Jlr. ItATCHFOKD) . Do you think that power is in the interest of the con¬ 
sumer?—A. I think it is; it has been so, 

TOO MUCH COMPETITION IS IIAItMFUL. 

Q. If the independent refiners, producing 20 jier cent of the sugar in this coun¬ 
try. have a beneficial influence to the consumer, would not that beneficial influ¬ 
ence be increased from the consumer's standpoint if tho number of independent 
refineries was double or treble what it is to-day?-i-A. It might bo temporarily, 
but it is a ipie.stion how long some of them would last. Homo of them would have 
to go out of business because it would be made unprofitable. While competition 
is necessary to a certain extent, it can be too great. 

tj. What would cause them to go out, in your .iudgment?—A. Well, if there 
was more sugar made than could be used, we would naturally have to sell it for 
less. 

Q. Tho operation of the law of sujiply and demand?—A, It might take 2 or 3 
years to do it, and it might take 5 years. It would depend upon how much money 
each one had to start with. 

HAW SUOAE INDOSTUY AT I’UKSBNT IN A HEALTHY CONDITION. 

Q. You said, I believe, earlier in your testimony, that the production of sugar 
was not increasing so rapidly ,as the demand'?—A. I believe that is what the figures 
of the world show. 

(i- Well, what have tho American Sugar Refining Company, and other concerns 
of its kind eng.aged in that industry, to do with bringing about that condition?— 
A. In reducing the output? 

Q. Either in extending tho markets or curtailing the output?—A. The great 
reason for the curtailing of the output of the sugar in tho world has been the 
war in Cuba and tho Philippine Islands. Cuba, some years ago, as is well known, 
produced 1,000,1100 tons of sugar per annum. Their output for the la.st 3 or 3 
yeans has been 2.')0,000 to 300.000 tons. It is very likely that in the next 5 years 
Cuba will bo producing 1,000,000 tons of sugar. As soon as people feel that 
investments can be made there with safety there is money to go tliere to produce 
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misai'. It can bo grown there more clieaply tlian in any otlier place in the world, 
in my opinion. 

Q. Tlnai, that Kitnation would be present even in the absence of large combina¬ 
tions in that indnstry?—A. Ye.s. 

Q. It is due, is it not, in other words, to natural causes?—A. I think it has been 
an unnatural cause, war, 

Q. That being the case, then, the raw sngiir industry is in a healthy condition?—A. 
Yes; 1 believe it is, I think it will be some time, probably G to 10 years, before 
the lU'oduction of sugar in the world will be such as to reduce t he in'i<-e more 
than, possibly, half a ednt a pound. I think the tendency will be, as Cuba 
increjises her ])roduction, to reduce the j)rice of raw sugar and in that way to 
rediico th(< juice of refined sugar, and this country will be grcaOy benefited' by 
the increase in luoduction. 

CJ. If the sugar industry be in a healthy condition, then, wherein is the neces¬ 
sity, in your judgment, for the formation of trusts or c.ombinations in order to 
regulate production and control prices?—A, They do not regulate the juoduction 
e.xci;pt in s<i far as tlu^y have the jiovver to make a great deal more retimsd sugar 
than can possibly be consumed. 

Q. Did th(>y not close down refineries?—A. Because; they had cajiatity to make 
more sugar than the country ismld jiossibly consume. 

Dcjes that 7iot regulate jirodnction?—A. Is there ,any business that is not 
regulated by supply and denmnd whether in the form of combination or indi¬ 
vidual? I do not know of any. 

Q. It is true all business is regulated by supply and demand: but in the ahsttnee 
of largo corporations and trusts is it true that industrii’s are closed down indeti- 
nitely, and in some instances di.smantled, the business transferred from one com¬ 
munity or one ciry to another? Is that tnu; in any instances <'xcept under the 
operation of trusts or combinations?—A. It might not be transferred to other 
cities; they go out of business and fail. 

Q. (By Mr. F.MtQiTiiAli.) Do you know of any United States refiners that have 
any interests in Cuban sugar lands?—A. Not as refiners. 

Q. No, I nn-an c.ompanies, the Amerii’an refiners, companies of any kind, have 
they any interest?—A. As individuals they have some interests. Some of our jieo- 
ple own aplantation in (.'uba, which has just recently been bought with a view of 
development. In fact, a cable came to us a few days ago offering a largo estate 
that some of our people are going to manage. We believe that means good busi¬ 
ness under our Government 

Q. Now, do you know or have you any knowledge of Mr. Havmneyer going into 
that?—A. No doubt Mr. Hiivemeyer has investments in Cuba entirely independent 
of tlieAmericau Sugar Iletining Company, just as anyother individual mightown 
a great many other things. His money Iiuys it. 

THE PROFIT IN SUO.VU KKFININO. 

Q. You spoke of an ordinary refinery cosling a million and a (juarter?—A. A 
million and a half, I think I said. 

Q. A million and a halt; and melting 1 ,(HI(),(10() pounds a day?—A. That is with¬ 
out the land, you mean? 

Q. For a working capital of that refinery you perhaps need about two millions?— 
A. Yes. 

Q. So that you take the whole capitalization, and it would be, say, four mil¬ 
lions?—A. Yes. 

Q. Now, out of your intimate knowledge of the whole sugar business, can yon 
give this comini.ssion any idea how often a refinery of that kind could turn over 
its capital inside of 12 months?—A. They could probably do it from 4 to 6 times. 

Q. Four to 6 times?—A. Yes. 

Q. That comes from your 40 days' settlement, especially your short credits, 
does it not?—A. Yes. 

Q. The immediate retuni of the capital to your hands?—A. Yes; and the dis¬ 
count is made so much lo the gincers that it is an inducement to them to discount 
their bills, because 1 per cent in 7 days is cipiivalent to about 12 per cent per 
annum if they take 30 days' time, and therefore it is best for them, if they can, to 
borrow—as theji do in our large centers—the money at 31, 4, and 5 per cent, 
according to their credt, 

Q. Now, if you aro not giving away .any confidence here, would you bo willing 
to state to this commission what per cent that capital would earn; I mean in 
good prosperous times; would it turn over 2 per cent net'?—A, Two per cent 6 
times would be Vi per cent a year. 

C^. Yes,—A, It would be more than that. 
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Q. How mncli inoro have you an opinion it would l)o?—A. Well,if tlio refinery 
paid 20 per cent a year on ite stock (not on the four millions, I do not mean, lint 
as ours is capitalized at one million, although worth two million.s) it would, on t wo 
millions, be equivalent to 10 per cent on the investment, which is certainly, in our 
opinion, little enough for the risk of the busine.ss in these times and for the ability 
it takes to manage it. 

Q. Well, you could safely say that in good times it would probably go up from 10 
to 12 or 20 per cent?—A. Which would vary probably. It would vary, not perhaps 
altogether according to the profit made in refining, but according to the fortunate 
purchases of raw sugar, possibly. 

C^. (By Mr. Jenks.) Yon speak of the money that is made in the fortimate pur¬ 
chase of raw sugar and you have spoken of that quite frequently. You may happen 
to buy a large stock of raw sugar when it is low and then gain the lieneiit of the 
increase in price?—A. It is quite prominent in my mind just at pre.sent. because 
it ha.s quite frequently been the case in some refineries. 

Q. It is also quite fnapient for tho reverse process to take place?—A. Yes; a 
great deal of money has been lost in that way. 

Q. You have spoken of one side, not of the reverse side?—A. It is possible; yes. 

(J. From your experience in the bu.siuess, I judge from what yon say, the caiii- 
tal that is liandled that way by the American refiners is more freipienily handled 
to make a profit than a loss?—A. Well, there have biiim conditions in tho last <1 
ycius of chang(>s in the tariff, war, and other conditions that have made it pos.sible. 

(^. (By Mr. Bnii.l.li>s.) Can the refining industry be carried on without any 
tariff onsugar? -A. I think it would decrease very raiiidlyin this country and 
woidd be moved to Europe, to Cuba, and other countries if it was not protected. 

Q. How much tariff dci you think is necessary to maintain the industry in this 
country?—A. Well, the figure, as 1 saw it stated the other day. is one-eighth of a 
cent now. 1 think there is a little more than that iirotection in it; I thitik some¬ 
where from 15 to 17 cents a hundred protection as against Europe. Under the 
great decrease in tho production of cane sugars they have practically had the 
benefit (that is, Loui.siana, the beet States, and the Hawaiian Islands) of this 
countervailing duty in the prices that they got for their product,s. Under i-ondi- 
tions where we were using a very much larger percent of cane sugar from Cuba, 
it would decrease somewhat. 

CONPITIONS OK I,.VIiOI£ IN SUOAR REEINI.Xd. 

Q. Are you informed in regard to the labor emjiloyed in the refining of sugar?— 
A. (Inly in a general way. 

tj. And the conditions under which they work?—A. They work nndor very 
much more favorable conditions than they did from .5 to 7 years ago. They 
have very much more thought givi.m to their l■omtorl. 1 thiulf an average of 
:i to .5 cents an hour more money is paid to-ihiy than some years ago. That would 
be a matter that could be determiiu'd, but my iinpres.sion is that it is about that. 

Q. (By Mr. Ratijiieord.) What wages do'they gel generally?—A. 1 think it 
averages now practically for the lowest paid labor from l.'i to 18 cents an hour, 
and they have work- 

(j. (By Mr. FAitquUAK.) IIow many hours a day do they work?—A. I think in 
most refineries they work on an average of 10 hours a clay, but of course the 
length of the day varies. Sometimes they work 10 or 12 hours a day for a week 
and then they are thrown over to 8 hours, but I think they average about 10 
hours a day. 

Q. Ten hours a day. How constant is that employment?—A. Pretty steady. 

ti- (By Mr. Pmi.i.rps.) Are the laborers sulijected to a very great degree of 
heat?—A. There are a few men who are employed in the filter house, when per- 
hap.s for 2 or II hours a day it is necessary for them to lie where the temperature 
is high; hut from what I have seen those men are just as well pleased with that 
Work —of course, it is only a short time—as where the men work in the cooler 
parts of the refinery. There aro very few men required in that )iart of tho refinery, 
of course, because the mechanical devices for handling charcoal are so perfect 
that very few men are needed. 

Q. 'W'h.at class of labor or what nationality is emiiloyed chiefly in the sugar 
refineries?—A. I think they are very largely (Terman, some Irish; I think hardly 
any Italians; there may be a few. 

Q. (By Kepresentative Bf.i.t,. ) Yon spoke of investment in Cuba by individuals 
engaged in the sugar bu-siness. Does that also extend to Hawaii?—A. The refinery 
that is located in Califoniia, I believe, has .some interest in Hawaiian plantations 
Mr. Spreckles particularly. 

tj. What effect do you think the supply that would come from Cuba would have 
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upon Boot sugar production in tliis country?—A. Do you mean if tlie sugar of Cuba 
was admitted free? 

Q. Yes; I suppose it is the idea of the inv(!stora that it will be admitted 
free.—A. Not )Uii!(;ssarily, because it cau be grown so very much more cheaply 
than cane and beet sugar can be in this country that therefore we would want to 
have gufticient tariff to enable the cane and beet to compete with the sugars from 
there. 

Q. Why? Would that be from the clieai) labor there?—A. No; from the natural 
conditions of Cuba; they say it is the ideal place to grow sugar. 

CONDITIONS OK LABOR IN THK I'llODlICTION OF R.VW SUGAR. 

Q. What is the labor problem there?—A. (.)f course,it is very unsettled,but 
with the moving in of people from this country it will be very much changed. 

t^. Yon have no idea that the people in this country will ever go to Cuba to 
labor in the sugar refineries there?—A. I have an idea that the colored people of 
this country will find conditions so satisfactory that they will find a very accept¬ 
able and profilabh^ emiiloyment there. 

Q. Your idea is that if we Americanize Cuba it will be through thi! colored 
]ieople?—A. Under the direction of men who will have to diri!ct them in the grow¬ 
ing of sugar. 

Q. What is th<> average wages paid on a phintiition in Cuba and Hawaii?—A. 1 
think in Cuba it has been only (>0 to TO cents a day. but under the conditions that 
are ruling now and from the information I have received ri'Cently 1 think they 
arc‘ gi'ttiiig from $ 1 . 2.0 to $l..')0 a day for l.abor in the fiidd. 

t^. And a man furnishes himself, does he?—A. They did; yes, 

y. On 00 to TO cents?—A. Th(‘y used to; that is. the food was paid for by them- 
.selvcs. 

Q. About what part of the year do these relinerie.s run; do they run con¬ 
stantly?—A. I think some of the refineries, of course, run constantly. Those that 
are the very best equipped are run constantly, e.'icept, iierhaps, for three or tour 
wi^eks in the year when Ihey arc cleaning up and repairing. The surplus ri'line- 
ries owned by the American Sugar Ri'fining Company ari! only run during the 
season when the consumption warrants it. 

.\ REAi£HA.N(n;.Mi;NT ok the taiukf woui.n ni; iiK.nti.MK.NTAL t<i tiiu skiiah 

iNorsTuv. 

Q. Now, it was said hero the other day i hat the’ tariff urns too low, and were it 
not fertile tariff the refiners would ha\e to go out of business. The same man 
who states that also states that the comhination of sugar n‘fineries never could 
have been built up but tor the tariff. Is it your idea that a higher tariff than the 
present wouhl cause an increase in thecomiietitiou of refiners?—A. I do not think 
I am familiar enough with the conditions to express an opinion about that. I 
think there are enough refineries in the country to last for some yi'ars. 

Q. What induces you to believe that the tariff ought to be increased? I think 
you said it ought to be increa.sed to to or 20 cents,—A. I said that 1 believed that 
the protection under the present law is somewhere lietween 1.5 and IT cents a 
hundred. 

Q. You did not express an opinion as to whether it was high enough?—A. I did 
not express any opinion in regard to it. 

Q. Have you an oiiinion on that sub.iectV—A. Well, I have. I think that any 
rearrangement of the tariff would be more detrimental to the biisine.ss than any 
increase that would be apt to go to the refiner.s. I think this continuous discus¬ 
sion of the ta riff and continuous unsettling of business conditions by this talk about 
the tariff, taking the average of years, is a detriment to the country. 

Q. The tariff has prevented the importation of refined sugar, together with 
coiniietition, so far?—A, Yes; in a large measure. 

Q. And you see no reason why it should be increased?—A. Not unless condi¬ 
tions in other parts of the wmrld should make it necessary to increase it. 

PKE.SENT CONDITION OK SUOAR Bl'SINK.SS TUK. RUKUI.T OK SHARK COMPETITION. 

Q. You have declared no dividends on your sti.ck so far?—A. Not this year, 
no; wo always have paid dividends up to this year. 

Q. Are your conditions harder this year fhan they have been heretofore?—A. 
They certainly are; yes. • 
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Q. That ia caused hy this very sharp competition?—A. It is; yes. I do not 
lielievo there is any refinery in the country that has made any money in tlio last 
(i months, except possibly that lo.sses have been reduced by having cheap raw 
■sugars which they have been able to market at a little higher prices than were 
ruling some months ago. 

Q. .Do you have organized labor or unor(?anizcd?—A. 1 bcliev(! in one refinery 
it is organized labor; in the other I believe it is not. 

Q. Is thm'c any discrimination made between this organized and unorganized?— 
A. I think not. 

Q. Do you know about what proportion of the refineries are running now?—A. 
I know in a general way that the outsid(! refineries are making as little sugar as 
jmssible, and the American Srigar Refining Company i.s making a good deal of 
■sugar. 

(j. And the indei)endent3?—A. Are making as little as possible. 

y. Still because it is not profitablif?—A. And probably 10 per cent of the coun¬ 
try i.s being supplied by the outside refinene.s. 

tj. You are willing the American Sugar Refining Company shall lose as much 
money a.s possible?—A. We are willing they should have all the business, so far 
as we’are concerned, at present iirices. 

tj. Do you imagine they will destroy the independent refineries?—A. No: Itbink 
it will bake l.'l or 20 years at least, and that by that time they will adopt .some 
other nu'thod. I think they will adopt some other method within the mext 2 or :i 
years, maybe the next 6 months. No one can tell. 

(J. Is your organization a company or a mere firm?—A. A firm. B. H. Howell 
& Son is a firm, a partnership. The Mollenhauer ia incorporated under the laws 
(d' New York, and the National is incorporated under the laws of New Jersey. 

Q. Yon represent all those com])anies?—A. We do; yes. 

y. (By Mr. FAitijuitAit.) Does the cheapening of r(;ftned sugar to the consumer 
result from competition entirely-within the United States?—A. It does just at 
present; y('s. 

Q. At pre.sent?—A. Yes. 

(J. And that competition couhl not be maintained without the presence of the 
independent refiners?—A. I think not. 

HKI.ATiON (IF THE SIUlAlt TliUST TO THE LNI)EI>EN1>ENT JtK.FlNEKS. 

Q. (By Mr. C. ,1. IIakkis. ) From your knowledge of the sugar refining business, 
does the American Hugar Refining Company control directV or indirectly some 
of these outside companies that appear, to the gimeral outside public, to be inde¬ 
pendent?—.V. I know iKwitively that they do not control these outside refineries. 

Q. Not directly or indirectly?—A. Directly or indir(>ctly. I am inb.Tcsted in 2 
of them and I know who owns them. I know they do not contnd the Arbuckle 
and Doscher, the Nash & Spaulding in Boston, amrthe McCahan in Philadelidiia, 
and they certainly do not control or own 2 or it in Louisiana and Texas, and they 
certainly do not i)wu or control the beet producers, and they do not control the 
California Beet Sugar and Refining Company, which is ownotl by Hawaiian plant¬ 
ers largely. 

tj. (By Mr. Piiii.i.iios.) Is the American Company making any money at the 
present time, have you reason to believe?—A. My information is that they are not 
making money. 

Q. Are they Jiaying dividends?—A. They did declare a dividend a short time 
ago. Mr. Havemeyer has given a very good reason for that, I think, in his answer. 
It i.s very easy for a board of directors to declare a dividend; then the (piostion of 
paying it, of course, is a business proposition. 

(f. (By Mr. Faik^uhar.) One is an executive act and the other is a business 
proposition? 

Q. (By Mr. Pmi.LiPS.) Do you mean to intimate that they declare it and it i.s 
not paid to the stockholders?—A. No; I believe they can declare a dividend out 

lA 'v ^''H'lus and p.ay it: they certainly are able to pay it, 

Q. Your judgment is that they pay it out of their surplus, and not out of their 
present earnings?—A. I think the dividend for the last 2 months will be paid 
out of tbeir suiidus. 

Q- (By Mr. Kennkuy.) Do you know what their surplus is?—A. No; I do not. 
Ibere are a good many thousands of people in this country that would like to 
know, especially those who orierato in the stock. I do not know as they would 
like to know eitlu'r, because then there would not be the uncertainty there is about 
It noyy, winch is a great source of income to the stock maiiipulators. 
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■IIIK, M:HT-SU(iAR INDUSTRY IN THE UNITED STATES. 

Q, (By Sonator M.ai.lory.) Can you stato tlio relation which the beet sugar 
inamifactured in this country by the direct jirocesa bears to the total manufac¬ 
tured product in this country?—A. There has Ixuni a statement iirepared here by 
Willett & Gray showing the beet crop estimated for this year, taking each State 
by itself, and it is about as nearly correct as anything I have seen, ' It shows that 
there are 11 States in which factories are ojierated. They e-Tpect the product for 
this year to be ia:l,(K)0 tons of sugar, 

Q. One hundred and tweiity-two thousand tons. As compared rvith the produc¬ 
tion in this oouidry of refined sugar, that is something less than one-twentieth, 
is it not?—A. Five per cent would be about 100.000 tons, and this is 13.5,000, .say. 

Q. This is what I am referring to. Is the beet sugar refined by llie direct proc,- 
ess?—A. It shows that Michigan is going to make 33,000 tons; California, .54,000 
tons. 

Q. Can you give any idea of the ndative increase, in IIk? last 3 or 3 years, of 
tin; lu'oduct of that kind of sugar?—A. Last year it was only about 34,000 tons, 
partly in con.sequeuce of a <trought in California; the year h(?fore it was about 
41,000 tons. 

Q. Has it increased very greatly this ycnir?—A. E.specially in Michigan and 
New York, where they liave a .State bounty, there is a vt'ry important increase. 

Q. What would Ik; the effect of sugar from Cuba in case we anne.x it—the 
effect of free sugar from ('aba? Would it be deleterious tv) that industry in this 
country?—A. I tliink in .5 ye;us—it would commence to decrease immevbately. 

Q, As soon as sugar commencetl to bo imjiorted freely?—A. I think it would 
deerea.se heie in Louisiana, and in bi'ets, because we can not compete with Cuba 
in growing sugar. 

Q. Well, the sugar production of Louisiana is comparatively small in compari¬ 
son with the consumption here?—A. It is about 330,000 tons. I believe. 

(^. (By Mr. Farquhar. ) Do you know whether there is any limit of these State 
bounties on sugar-beet stigiir?-A. I think they are only paid from year to year. 
It takes legislation each year to pay it. 

y. Do you know as to the jirogress they are making?—A. Not exactly; no. As 
I understand it, Michigan is the one that is incre,a,sing most rapidly, and they pay 
it from year to year, as New T'ork does. 

tj. (By Eepri'sentative Bei.l.) When was that reiiort made up?—A. It was 
made up this year, quite recently. 

Q. Does it credit anything to’Colorado?—A. Yes; they expect to make 3,(100 
tons this year, using 3(1,000 tons of beets, with 3,000 tons of refinoil sugar output. 
In Utah it is 38.000; thilifoniia, 5I.0()(). 

Q. (By Mr. C. .1, Harris.) There is only about 100,000 tons that is expected to 
be made?—.A. One hnndrcil and tweidy-two thousand. 

Q. (By Mr. C'o.noer.) Do yon know when Michigan first paid a bounty on the 
production of Ueet HUg.Tr?— A. I think it was 3 years ago. 

y. Do you know if the act of 3 ye:ir.s ago guaranteeil a bounty for any length 
of time?-i-xA. I think only for the current year, hut there was a kind of an inti¬ 
mation made, as near a.s I can make out, that it would ho continued for about 
5 years. 

Q. Do you not know that that act guaranteed a bounty for tin; period of 7 years?— 
A. I tbliik it o(dy guaranteed it for 1 year. That is ray recollection; but, of conr.se, 
that is a matter of iT'Cord and can easily ho ascortained, 

Q. It is a fact that the act has boon interpreted to guarantee tho bounty for the 
period of 7 years. It c:ui not be from year to year in Michigan, for the reason 
tliat the legislature meets biennially, and tho appropriations have to ho made at 
each se.ssion of the legi.slatnre; hut the act itself contemplated the giving of the 
bounty to all factories that were put in operation for a period of 7 years from 
the pas.sage of tho act. 

Q. (By Mr, Kennedy.) Have you any buaine.ss relations with tho Ainoriean 
Sugar Kcfiiiiiig Company whatever?—A. Nothing in any way, except as any other 
commission merchants. We at times as commi,ssion iiierchants have raw sugars 
to sell, which we sell to them or anybody else that will buy them. 

Q. 'You do not buy cooperage of them?—A. No; a separate cooperage company 
sujiplies both of our rcfliierios. 

Q. Some of the independents do?—A. The Doscher, I think, does. It is a sepa¬ 
rate organization that supplies whatever is revpiired. 

Q. Do you buy of anybody else?—A. No; of course there are other people who 
compete for our contracts. Our contract is with the Wirtoman Cooperage Com¬ 
pany. The Arbuckle was witli the lii'Dulilyu Cooperage Company, but it is with 
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the Widomaii Cooperage Company now. I l)eliovf. .Vnd tliore are other people 
who compete for it when the contracts are made. They have to be made for a 
sfsries of yeans, tiecause it takes ipiite a plant and ipiito an arrangement (jf stave.s 
and so on to supply it. 

DISCUSSION OF TIIK M.VKOIN liUTWKEN It.IW A.NO nEFIN'KO SI'dAll KKSU.MUl). 


Q. (By Mr. Junks.) Is the mai'gin of difference belAveen the priiais of raw and 
refined sugar substantially the .sahie throughout the country, or has it biieu dif¬ 
ferent in California and the West from what it was in tlie Ea.s( '^—A. It wa.s larger 
in the West until (piite recently, when the competition of beet sugar, the Hong 
Kong sugars, and the California beet sugar reduced it materially. 

Q. I should like to revert again for a moment to the eifect of the American 
Sugar Refining company upon i>rices, inasmuch as tliei e has been handed to me, 
.since you spoke on that matter, the (piotations of rawand refini'd from IST9 up to 
dati^ with the margin of difference. Perhaps you will yourself state what the 
result is in round numbers from 1884 to 1887. and then by yearly periods from that 
time on.—A. I will read from Willett & Gray's statistics thi‘ (luotations for raw 
and refined for f’O years; only the difference, theaverage dift'erencf^ in (‘uch year, does 
not neces.sarily show the exact margin of profit, because the ai'erage is madi' up by 
itself, and the average for the cost of the refini'd might he very different, at least 
it might be one-eighth of a cent; the tendency would be to be one-eighth lower 
than the figures shown by Willett & Gray; the methods of selling are suidi in 
most years that the selling would show a little less. 

Q. For a period of about 4 years before the sugar trust was organized flic mar¬ 
gin wa.s substantiallv what't—A. 1884. it is ipioted at .'.rt: IHS."). .71; I8KI1. .78; 18.87, 
at .7(1 to .80. 

y. And then the .sugar trust was organized in the latter part of 1887. and for 
the ne.xt 2 year.s't—A. In 1888.1 see it is quoted at l.'.'.')8; iss'.i. 1.',".i7: l,S!K). ,7'2; 
1801. .82. 


Q. Those 2 years. 1800 and 1801. were two years that were ('.xplainedy—A. Tar¬ 
iff changes. 

y. For one factor and the Philadelphia competition with the .Spreckles refinery, 
if I recollect right't—A. The Spreckles and Brooklyn refineries, yes. 

y. Then for tile ne.xt year?—A. 1802 wasthehighestfigure—1802,1.0,1; 180:1.1.1.1; 
1804, .88; 180,1, .88; 1806, .00; 1807, .02; 1808, .82. You can get the e.xact quotations 
up to this time, if you xx-ish, 

Q. Noxv, these figures .seem to show that the average margin from 1887 is con- 
.siderahly higher th.an it was for 11 or 4 years preceding the formation of the t rust, 
do they uot'i'—A. Yes; I see the average for from i888 to 1808. xvas .tlCtl. The 
averagi.i from 1885 to 1887 xi'as amiarently about .7.1. 

Q. If xve go back to the ])eriod 1870 to 1880, the average margin xvas about hoxv 
much'?—A. Well, for the 4 years, 1870. 1880. 1881, and 1882. it xvas about 1.40.1 
.should think. In 188:1 it xvas 1.08. 

Q. Does it appear clearly from those figures, then, that the .'Vmerican Sugar 
Refining Company, or the effect of that organization has been, on the xx’lude, to 
reduce or to increase the margin?—A. The effect has been to reduce the margin. 

Q. Will you explain that, please'?—A, As to xvhy it xvas reduced? 

Q. As to xvhy there has been a reduction in the mai'gin, if the figures as they 
aiipear hero seem to shoxv that the margin xvas higher on the averagi" than for the 
:i or 4 years preceding the formation of the comliination, and that during the years 
when the margin has been less, there has been active comtietition, andduringthe 
years xvhen the competition has been less active the margin has been comsiderablx- 
higher than it xvas during the ii years jireceding the organization'?—A. That 
ajipears to be the reason—the competition ; and I think the tariff changes had 
something to do xxfith the average. There xvas one change in Au,gust; the duty 
was taken off and put on again; so that it xvouhl take a verv lengthy calculation 
to tell that. 

Q. But do not the figures seem to shoxv that on the xvhole the effect, instead of 
lessening the margin, has been to increase it'?—A. Within the last lexv x'ears it 
might have. 


Q. Beginning xvith 3 or 4 years before the combination ?—A. During those 3 or 
4 years ot very keen competition, xvhen several refineri.-s failed and only the 
strongest were able to survive, the tendency was to drive out all the xveak houses ; 
It got to such a point that they were all very xxiilling to try to come to an arrange- 

mmit that would give them a fair profit. 

f ' wowW say, then, that the margin during the 4 years ineceding the 

lonnanon ot the trust was Hinaller than tlio best interests'of the eonntrv, as a 
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whole, really wonlil demand?—A. I do think so, because if it had been ke])t nji, 
it would have resulted in the reduction of the product; and then an increase 
would have come that it would hav(! taken years to make up again. It wouhl 
have driven out the weaker houses and prices would have ruled higher naturally, 
because the demand for .sugar would be more than could be supjdied by those 
who were the survivors. 

O. Then I think I .see your reason for your statement that prices have been 
really lowered by the combination. You believe that, had the combination not 
l)een formed, the few survivors would have imt the prices considerably higluu- 
than the combination has plit them?—A. Because the demand for sugar would 
liave been more than they could supply, and would have naturally enabled them 
to secure a greater price. When there is a gi'eat call for any article you can put 
the price up; when there is not, you have to lower it. 

Q. That, I think, makes your i)Oint clear as to the decrease. The figures, so far 
as 1 could judge, seemed to he against the statement you have made here that 
the American Sugar Refining Company had reduced the prices, but the explana¬ 
tion you make is, that had the combination mtver been formed, the individual sur¬ 
vivors, owing to the fact that their production would have been much lessemd, 
would have been forced to put their prices cxmsidcrably higher than the trust 
iloes. It makes, perhaps, your reason clear,—A. That ('xplains it to me; that is 
why I think so. 

Q. Your point was not cpiite clear to me; that is the reason why I wi.shed to 
hai'o this explanation made,—A. Yes. 

Testimony closed. 



THE WHISKY (O.MBINATIONS 


No't'E-—As oaiiyas 1870-71 many ol the* <listillcrs imj-th of tlic Ohio Khi i' miteri'd into an 
a^o-i‘cnioiit to limit tln‘iv )>i u(ln«-tion in oid'O- to k«a*|> ii]) j/ricos. 

Xovt‘mbr*r, ISHI, tlio Wostorn lOxport Assoriation was fonmal lolimit tluMnitput and ti>asHess 
nicinbars in ordin’to jiay oxpmist's of oxpoii iii^ tlio surplus »to<]<. ami tInis to k<*i‘p nj) tivices. 

From this timo <>n tlnna? \v<n‘o fr(“inmiit ]m>(»1s lastiiis' for short (iim-s carli until )ss7. wlioii, in 
order to st'curu a HKir«‘ stiiblo oomliinution, tho l)istill<.'rs and Cattlo Fi edi-rs’ Trust. 1'firnu‘d on 
t)n“ model of tlio Btandard Oil Tiaist, was ori,'anize<l with a capital of .siki.inki.ikio to ))e issue<l in 
trust eertilH'ate.s. 

In 18tt() this trust was roorj'anized a.s a eoi’jxiration under the name of tli<‘ Distilling' and 
( attic Fe(*ilinj' Company, witli a capital 6to<-k of Tin' mnv company liad talo n ove)- 

Iroui the trust 81 distilleries anil cash ami earninK^ tf* the amount of .*;:i.8;i7,<K«). ami tlr re still 
remained in thr' ti-easiirv I4,('84 sliares as tin assi't. In tho luttiu’ part of .lannary. I8'.d, I Ins 
1 reasnryst(M-k was issued. The Shufeldt and (■alunict distilleries M'cre l.ouirltl. tls; stm k lieiii^' 
sold at-I.'). 

In Nov(‘mb(‘r. isii;.’, fiuir other distilleries, lualdnj' praetioaily all of tlie impoi'fant onjionents, 
were l)ou;rlit- ,N<> liomlsor stocks were issia-d to pay for Ihesi; distillei-ics. Instead, the sur¬ 
plus was ns(‘d tind divi<lends lessened. Jn dannary, ISitd, it was found that the cash on haml 
w as e.vliausT«-d and that no money remained to pay ladiates, which had been )>romis.-<l to luir- 
. !ias<-rs. 'Tlic stoclc IVU sliortly from (>5 and 7d to about id. In May. lh<‘ altoriiey-ccncral 
(.1 Illinois broim'bt suit aftaiust tin* comjmny on tlH> Kuound that it was ille^'ul. Dui-inj' 18',»:{ 
bonds wcj-e issued and phas'd in cmt<)\v to .sc<-u)-e rebates which ha<l not, Ijccu pai<l: 
sl.iKKi.oiiU Worth of liomis was to 1«' usi'd as <.'olJaleral in niakine loans for current ex|ieiises. 

In ].)<'eeni]H-r, IMH. Die directors of tli<^ company suiritesti.-d idansoi: j- . .r.rani '-it'on: the trea.s- 
iii'cr suK.ui'sled auotluu*. All of the ])hLnsinvolved a<leeid<'(l lesseuiu;' t.; 1 i,-. The suit in 
iiliuois liad uo.-u* aa'ainst tlio eomnaiiy in tho lowi-r eoui’t and was bei(»re Du* sui'i'cmc court. In 
.lamiarv, IWio, noti<‘e was jxiveii tliut over a lliird of all the sl<jekho]de)'s tiad oivanized a com¬ 
mit too to protect their inteia'st and st'euro a ehaii^'o t>f manntr<Tiienl. 

.Iaiuan-v :.’8, l.s't',, holders of 1.7(N> shares applii'd for a roe-eiver. Tlu' eomjKiny, Ihrouj.'h tlu' 
1 resiiii'uf, •■onseiit-'d, and tlie president (Mr. Drt'enhnt) ami Mr. E. F. Lawrence wen' ai'i>oiiit<‘d 
■ i-iiiporary ree(dv<*rs. January Bti the stockhohhu's’committee nieidioir d above .secured from 
rile' < (.url';i stay and an oi-der not to turn the pro]n'rty t)Ver to lliese ic <'ivt‘r-s. J-Vbrnary ~ 
.1 ii'L'i' Civisseup r«'movo(l Mr. (Tre<uihnt die was .said to be I'sOtKt shares slu.irt of tho etuuiiauy's 
stock I and a|>iK)inte(l Den .foliu McNulta as the chief receiver, rciu'csi'iitim; tlm court, tind 
John J, MitcLudl, lU’r'sideiiL of tlu' Illinois Tiuist and SaviiiKS Conii»uuy. to rcpis'sent the stock- 
JioMci s Mr. Lawrenee remained as a third rci-civi'v, 

A committee u'usa]ipoin(ed to pn'pm'O [ilans of reorrrnni/atioii. 

The plan finally submitted early in JMia provide'd for* 8l,'8RtdB<i lir.st-moil Katie ri percent t.’U-year 
Ki>ld bomis tout of a total issue' e.l’ $7,(I0().(H)(I ."> pen- ee-nt none-umulative pn?lerred stex'k 

ami ornnion stoe-k. 

'J'lie'plan wa.s in elim tiiiieMie’e'e]>teel, anel the* Anieide.'an S]rii’its Mnnufiu-turinK Company was 
iiicorporate'el in Ne'W York, August h'li, is'.i'), AfbT eonsid<'rable liiiyat ion In tween tlu' receiver' 
witli th*' re'orKaniz,af ion comniitte'en ami tin.' foi'iner jrri.'side'nt nnel tr-ustee's. th<' best of the 
plants (It; (list iilorie'.s) we_u-«' tnke'ii ove'r from the' erlel e'r;r:n!iz:it;ori. 

In I8!«j thee i-ase'against the'e»lel Distilling and Cattl-- ^-•••^l'n.r C";!:|':::.;. was tinally dccide-d in 
the'srijire-nie' eoui’t of Illinois. Th<^ decision (»f the .lueige lU Die iow<-]-« <urrt wa.s affirine'd, the 
'•(uiipany be ing eloclared a trust unei its charter annulled. Previeais to Die' rendei'ing of tlie 
elecisioii, howevcr, it liad gone' out of business, the' most valuable prope-rty geurig into thee ham he 
ol tlie' Anu'rie an Sinrits Mannfm'tui'ing ('eini])iiny, as saiel liere-lofore. 

The' Stamhu'el Distilling anel Distribuiing ('onipany was iucoriM>rated nneler the laws e»f Ni'W 
.le'i'M'y to be'gin active; business July 1, I8UH. Capitalizatieiii, :Kli>,OdiMKK) e'eiiiimoii sto« k 

and 7 ]H‘r cent cumulative' prelerre'd stejck: tln'i'e' we>rei no Ixmels. It was Iheurglit that 

this coiniHuiy would get e'ontrol of most <jf tho .s])irit*elistilling plants euitside'of Ihei-se' in the.' 
Artn'i-ican SpiriIs Manufacturing (.'eeiuirany. 

Ik'bruary 11, isiRi, the'ro had been inceirpeu-ate'd in Xe'W Jerse'y, with a e'airital of tin; 

Spii-its Distributing Company. 

I^ebruary J, 181111, tho K»'ntue:ky Dislille'ries arnl Ware'house; Conipaiiy, e-ai)ital ^itl.UUiMKKk was 
im-orpeirateHi in Ne.'W Jeerse'y. 

Till' name's <if those intcrestcel in tlievse e'e-uiipanie's sirgge'Ste'd unie.ui; ami in Jurre, ISini, we're 
imlilishe'el jilansfor tho unionejf the' feair companies last naine'ei. toge'thor witli ce*riuinryendis* 
tilluig projicrties, under tin.; namee of Tho Distilling Coinimny e)f Amerriea. with a capital of 
§lij,btK),tX)0—$5.‘i,‘>0U,(KR) 7 per cent euimiilath o prefeTre'e! .«te)e'k, ami 870,iXR',lM.iere)mirjon stexdc. 


Washington, I). ('..Ma// /•/, IS09. 


TESTIMONY OF CHARLES C. CLARKE, PEORIA, ILL. 

The ('commission met at 11 a. in. May Hi, 1899. Vice-Cliairman Phillijrsirresiding. 
Mr. Charles C. (Jlarke, distiller, lestilied. 

Q. (By Mr. .Tknks.) Willyoti be kind onongli togiv(' your iiameGUiid re-sidenco?— 
A. Charles C. Clarke; Peoria, IH 


ItM 
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Q. An<l yonr business at im'sciil'is \vhiir.'“-A. Distilliiii,'Hlcoliiilic and ciilof'ue 
spirits and rye whisky. 

(j. Iliiwlou^r liave yen t)een engafted in tlie distilling lmsine.ssV—A. Since 1873; 
actively since 188i. 


• THE niSTHJ.INll nUSINESS DRSOKIliF.n. 

t^. AVall yon explain to the connnissiou, in tin; fii'st place, something about the 
nature of the business it.self, the relation between the distilling and tlio cattle- 
feeding business, the raw inaterials that you have to use, the side products that 
lome from the husiness, etc.?—A. In the mannlatdure of alcohol and cologne 
spirits the principal products used are corn and malt. Of course tliere are other 
inaterials.in the shape of fuel. etc., that are not neces.sary in the manufacture 
except, for the jmrpose of producing power. Corn is the basis of the whole pro¬ 
duction. Malt is used for its chemical effi'cts in jirodncing gluco.se out of the 
stiirch of corn. Fermetilation is used in the process, which changes the glucose 
pr.xluced from starch into alcohol. After this termentation takes place, the dis¬ 
tilling process commences, by which the alcohol and spirits are evaporated from 
the fennented material and taken cari' of by condensation. The residue is the 
slo]!. which is used for feeding cattle. This is the connection that <-attle have 
wiih the distilling hu.siness. Slop makes a very good feed and re(|uires about 1 
bushel of the original material to feed an animal. 

Q. That is. from every bushel of corn that is used per day in the distillery you 
can feed one head of cattle?—A. ()ne head of cattle: yes. 

t^. What is the nature of the main jiroduct made in the Peoria distilleries that 
were connected with the Distilling and t.'attle-feeding Trust?—A. Their iiroducta 
are jirincijially alcolnd. cologne siiirits. gin, and many whiskies. 

Q, What is the difference between their product and that of the Kentucky dis¬ 
tilleries?—A. The products of the trust are the pure s]iirits that are capable of 
being marketed immediately after they are produced, whereas competitive prod¬ 
ucts requin* age and time to tievfect them. The alcohol and spirits arc refined by 
running through charcoal, which takes out the essential oils and tlavors, leaving 
nothing but pure spirits to a greater or lesser extent. Alcohol is not quite so pure 
as the pure s|)irits. having some flavor left; a little bit of essential oil, but not 
vi'ry much. The pure spirit is used lor a great many purposes, such as t he manu¬ 
facture of colognes and essences; in the arts, wherevi'r they need a very fine alcohol; 
and also in what we call the blending of cheaper gi'ades of whiskies, I gallon of 
whisky being used to perhaiis 3 or II) gallons of pure spirits. The basis of a 
majority of tlie whiskies drunk in the United States is pure spirits, wdiich is 
blended together with old rye whisky and bourlion. as the ca.se may be. 


THE KIHST CO.MBINATIO.VS OE HlSTlt.I.RKS WEltE HOOES. 

y. When xveri- the first combinations made among the distillers in the line of 
business that you are engaged in?—A. The first combinations that I remember 
wei'e in 1883. There was one combination in earlier ilays that I do not know 
muidi about; it was entered into in 1873; but the first combination that had any 
jiarticular influence on the business was in 18.83. 

Q. What was the nature of that?—A. It was a pool—a iiooling of the interests 
to regulate the amount tliat eaidi distillery operatfir should sell. 

Q. Tell us in detail with reference to this regulation of tlie amounts they jmt 
out.—A. At first each distillery agreed to produce so many barrels, the nunrlier 
being regulateil by the committee of managers. They also regulated the prices, 
which were not arbitrary, but agreed on by all members. Tlie pools were very 
successful at first, but were subject to a sudden breaking up, because it was not 
possible to control all the individuals that were concerned in them. 

Q. About how many went into one of these jhioIs? —A. We generally had 70 or 
80 distilleries connected with them. 

Q. How much was the product limited?—A. SomCbimes to 40 per cent of the 
total capacity, sometimes to ."lO per cent, but scarcely ever more than .50 per cent 
was operated. 

Q. That is, if your capacity was 1,000 barrels a day, you would run .500?—A. 
Yes. 

Q. Is there any loss in that?—A. Yes; there is more profit in running a distil¬ 
lery full time • it is at least half a cent a gallon cheaper running at full time than 
at half time. 
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KXl>(IUTIN(i .\T A I,OSS. 

Q. What special purposes had your association in connection with export Imsi- 
nessV—A. We oftentimes found that we were overproducing. We organized 
our association into what we called the Western Export Association, for the pur¬ 
pose of exporting a sundus, which was done at a loss to the whole body, each 
distillery contiilmting so much to the loss sustained. At times we were assessed 
a high a.s 10 cents a barrel. 

Q. Why did you export at a loss?—A. In order to prevent too great competi¬ 
tion in this country by the overproduction. 

Q. Could prices in the home market be so kept up?—A. Yes; tliey were so 
kept up. 


now THK COOLS WEUK IIROKKN UC. 

Q. Ycm .said thps<‘ pools were frequently broken up. What broke them up?— 
A. Well, it generally came ttirough one member producing more than he was 
entitled to: sometimes new distillei'ies being built created trouble; oftentimes 
tb(‘y were broken up by limitation; we allowed them to expire for the purpose of 
getting them better organized. \Ye could not reorganize them very well when 
they were in operation, but when they went to pieces ami prices suffered to a 
great e.xtent we often found it ea.sie]' to get tin! distilhus into (he pools than when 
there was profit in the busine.ss. The minute a pool was broken, jirices would 
(lecline and the business generally—in fact. 1 might say alwivy.s—Ijecame un- 
profitatibn 

Q. Did yon have any way of bringing pre.ssnre to bear on those who went into 
the ]tools to keep them from breaking the a.greements—any penalty of any 
kind?—A. No: there were no ])enalties. 

TMC, OUOAXIZATION OF TMK DISTlLLEltS ANII I'ATTI.E FREllEIis' TUCST. 

Q. What was (Ic next form of combination, after the,so pools, iind when was 
that <irganized?—A. In IS.S7 the Distillers and Cattle Feeders’ trust wiis organized. 
This was oiganized becaus(' wo found our pools were getting unwieldy and it was 
lull'd to control the members. At times we found that they would agree to cer¬ 
tain things, but would violate their agreements; and as the trust question bad 
beeti stmlied, we thought we could make better profits and create a more stable 
liusiness by organizing the different distilleries into a trust. 

Q. Will you explain briefly the foi'ni of this trust organization?—A. A trust 
agreement was dra'wn up, which was a copy of the Standard Oil trust agreement 
to some extent, but changed to suit our business. There were nine trustees 
appointed, vvho.in the beginning, put their distillerie.s into the trust, made them¬ 
selves trustees of this property, and tint all these di.stilling companies which they 
had organized into corporations; they put the stock of the corporations into the 
hands of the trustees, dividing it jiro rata among the different trustees, and 
appointing one manager from the distilling company that had formerly existed, 
who generally held a share. The nine trustees, after getting jiossession of the 
stock, electeil the board of directors for each constituent comiiany (hat had been 
put into the trust, and this board of directors consisted generally of the m.auager 
of the distillery, who was not a trustee, and jiart of the trustees. The board of 
directors received their instrmdioiis from the trustees, and the board of directors 
instructed the maiiager how to operate the distillery. The method of iiutting 
each distillery into the trust was by organizing it into a stock <-ompany and 
placing this stock in the hands of the trustees, who issued in lieu thereof what 
they called trust certificates, generally increasing the number of shares that were 
issued to a large extent. 


rnUST C.:EIIT1FI(:,\THS ISSUED Foil FOUR TIMES THE VALUE OF THE OKIOIXAL 

rr.ANTs. 

(J. Can yon not tell us definitely with reference to that? Just how much was 
the increase in certificates over the ordinary stock that the company had had 
betoro?—A. I think, on the average, it was generally about 4 shares for 1 of the 
valuation of the distillery; that is, if the distillery and the personal property 
that was init in was valued by the trustees at $100,000, they would issue $400,000 
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in tnist certificates. There were cases where only !1 for 1 were issued, and others 
where. I suppo.se, tliere were more than 4. It was controlled hy the estimate of 
the valuations. 

Q. Who made these valuations?—A. A committee of the trustees valued each 
distillery, and their valuation was the hasis upon which the trust (asrtificates were 
issued. It was supposed that they made the valuation so that the mnltijde of 
trust certificates was the same in all cases, and if there was any variation it 
came in the valu.ation rather than in a chan}{e in the hasis. 

(J. What was the hasis of this first valuation; was it the cost of reproducinf' 
the plant, or its earning potver. or what?—A. As man- as tin; trustees could esti¬ 
mate tlie cost of rejirodueing the jdant. that was made the h;isis of tlie valuation. 
Somi'times they said they also used the (“arning power as a basis of valuation. 

Q. That is, they would first take the cost of reproducing the plant; then, if the 
distillery liappened to he situated in a not vm-y favorable location, they would 
deduct something, and if the iirojierty was well lo<;ated they would put on some¬ 
thing?—A. That is the way I have been told they did it. 

Q. Then, the amount of certificates issued was about four times the valuation 
as n.xed?—A. As near as I can learn in different cases, that was the fact. 

Q. That was true in your own case?—A. That was true in our own case. 

Q. Was the valuation placed upon each Of the different plants made public, or 
did each distiller simply know w’hat w;is given him?—A. It was intended that the 
valuation sliould be kept absolutely (juiet and should he known only to tlui 
trustees. ^ ... 

Q. After the combination had been made in this way ;iud tin; distilleries were 
practically under the managenu'nt of the trustees, you said that each separate 
company had its own Imard of directors, who electi'd a manager to conduct the 
work of the distillery. How was that manager jiaid?—A. He was jiaid ;i s;ilary 
for managing the distillery, whether in operation or not, for o years; he was 
paid by the original distilling company, not by the trust itself. 

Q. Then the hoard of directors was under the control of the board of triis- 
Yes; the board of directors of each distilling comiiany was composed 
of a part of the trustees and the manager of the distillery. 


MANY DISTII.I.F.BIKK CLOSEt) IIY 'I'llE TltfST. 

Q. What proportion of these distilleries was shut up?—A. I shoiihl .iudge about 
7.5 iier cent of them. . . ■ , 

Q. How many went into the trust?—A. Eighty-oue went into the onguiiat 
trust, and I think they did not operate over tO or fJ. e.xcept for a short time. 
They were gradually closed and combined with tin? larger houses and the hoii.ses 
that were most convmiiently situated for producing liipior cheap. 

Q, But they paid the salaries of those managers whether the distillery ran or 
not’;—A. They were jiaid right straight along for the first 5 years, whether oper¬ 
ating or not. . 

Q. In the distribution of dividends on trust certificates, was any distinction 
maile between the distilleries closed and those ruiming?—A. Anybody who 
received trust certificatos received a dividend as long as tlKi.v were declared liy 
the trust. They commenced paying dividends almost immediately after the 
trust was organized, and continued for several years. 

THE.VTMKNT OF OOMFETITORS. 

Q. What methods did the trust employ toward competitors?—A. They used 
every effort in the world to induce them to join the trust,by showing them the 
profits that were to be made both in the business and the probable incriiaso in 
value of the certificates. All kinds of inducements were laid before those that 
did not join at first; a great many refused to come in for a good while; one or two 
did not come in at all. „ . m. 

Q Were prices cut against those that were out?—A. There were very often 
cases were prices were cut on outside competitors, especially to the regular 
trade-trade that they considered their elastomers. The methods used were to 
send a salesman to any known customer of an out.side distillery and offer him 
lower prices than the regular prices made by the trust. These were, of course, 
secret and not quoted prices. They induced some members to come in by cutting 
prices to their customers, causing them to fear that they weij) going to lose the 
trade. They then joined the trust on the same basis as the rest. 
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KFKK<T OF TItF TRUST (»X I’RIUKS ANI> 1‘J{<»FITS. 

Q. Wliul was tli(‘ }^(‘HRral (‘ircct <ni prices?—A. As soon us the trust was well 
or^iiihzed then' was uii increase in tlie ])Hce of the product, tlio business bavin;;’ 
been conduct'd at or below cost before the trust was organize*!, hi a short tinu' 
they put prices up to where there was a very good profit. 

(j. Ilow luneh profit as comjiared with what it was befovi'?—A. J think they 
put on a profit of about 5 cents a gallon shortly after tin* trust was organized; 
tliat is my remembraiKM^ of it; it may have been only 4 cents. 

Q. Did that afi'ect the sah's iiarlienlarly?—A. It was put on at thi' time: of yc'ar 
will'll trade is generally lively; in fact. I might say that tlie trade increas*‘d caeh 
iiionlh at that tiiiK*, but that was hecaus*; of llu^ usual demand that comes at 
that s<‘ason of the year. It was well limed for a rise of priees. 

Q. You spoke about tlie general incri'ase in prices and the way in which goods 
W('re .sold to tin.' trade. What a))ont sjieeial discounts to Ihe distributing agents, 
the wlndesale <l<>alcrs, etia?—A. After the organization of the trust there were 
not iiuiiiy special discounts, although to iinlividual memhers of tlie trust who 
also owned a distributing liousi* there wen? probably some special iiriccs made, 
but it was ke])t cpiiet ainl Avas not generally known to the trade. 

Q. Tliatis, some of the managers *»f the trust sold the products to themselves 
ill another eapaiuty cheajier than to other.s?~A. It is suppo.sed to have been so. 

(^. How about the n.'ba.le system?~A. That was not inaugurated until after the 
Inist <'X}>ireil. 

Wliat was the ii'bate sy.sleiii?—A. Tlial was organize*! by tin's suee<*ssors of 
the trust. 

0R*i.\MZ\Tl0N "F Till-; lUSTlM.IN'li .\N1> ('ATTLI*; FF.F.niNd ('O.MI'ANV. 

Wliyiliil tin' trust go out of exi.sb'iice itself .as a trust?- - A. My vi'meiiibranee 
is that the New York courts bad declar*'*! tlu' sugar Iru.st an illegal <-<>mbinati*)n; 
and in onh-r to a\ i>i*l the same tiling in *)Ur State. w*‘ iU’ganized tlu' corporation 
known as tin' Disjilliiig and (’atU*; F*'cding Cmupaiiy. 

Q. Was this change of form entirely voluntary on the part of the trust?—A. 
It was doin' by a vot*‘; almost all tin* parties bolding trust ci-rtificates, as w«'ll as 
ollnu's. *h‘clare<l in favorof it. 

Can you give' the dates of the organization of tln^ trust and of this change 
in tbrin?—A. Tiie trust was organize*! in l^st. ainl the Distilling and Cattle F«a‘d* 
ing (Joniiiaiiy siicoei'ded it in ls|t(i. 

Q. Wastlic!*' anyehang*' in ollicers. or in tln^ managennuit and methods of 
doing Im.siiiess. elc., wl.iui tin* trust; went out of existi'in e and tlie lU'W c*>mpany 
was fonned?—.\. The tnisp't's at tin* lime of the reorganization b('(*amcdir(*ctors 
in tlie new eorjioratioii. The managers of tin* *lift‘erent disiillerh's witc appointed 
just ilie sann* as unil**r the trust agreement; the salaries were continuial and 
assumed by tin* new etunjiany. and afb'i wards ])aid by the new company. 

Q. Wliat w.is tln^ relation of the separate disrilleri*'s. that had their own boards 
of *lireetors. to tln^ trust, ainl what was their relation to file new board of diroct- 
*)rs and to the ii*'W eomi>aiiy?—A. They were bought; (hi'se corporations were 
abandon*'*!; iliey .surr*'inh'n'd llieir cliarterstotln* State in wbichthoywereorgan- 
izi'd and b*'ca}ii(^ a part of tin* new corporation. The bijard of directors ceased 
iloing busine.i.s. and tli*'reaft*n* the distilleries wert' controlled by the nine direct- 
*»is of til*' lU'W *’ompaiiy. 

Q. Di*l Hu'v assign manag**rs dii*(‘(‘11y?—A. Tlu'y appoint*‘d managers directly. 

TIIF RKHATF, SYSTEM OF THE NEW COMFA.W. 

Q. Now. you sai*l that uinler this new company, the Distilling and Cattle Feed¬ 
ing Company, a system of ndintcs was inaugurati'd. What was tliat?—A. Tliere 
was a system of rebates organized by ttiis new company liy which they had two 
sets of customers. Tln^ original buyers from a distillery were given for them¬ 
selves a rebat*M>f 2 cents per gallon and extra reliate certificate.s of 5 0 (?nts x)er 
gallon to distribute to their customers. These were x>aid by the Distilling and 
('attle Feeding (kuupany, making a total rebate of 7 cents. The trust itself deliv¬ 
ered the ii-cent rebate to the distributers and also the 5-cent rebate to be given 
by them to their customers. 

Q. That is, to the wholesale dealers?—A. To the wholesale dealers. Tlie whole¬ 
sale dealers and also the distrilmter.s wore obligated to buy all their g<Aods of the 
trust, or rather of tin* Distillery :ind Cattle Feeding Company. That is t*) say, 
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tho wholesalo dciilors were obliKed, in order to get their rebates, to buy all their 
goods of distributers supplied by the Distillery and Cattle Feeding Company, 
and tho distributers, iu order to get rebates, were also (jbligod to buy all of their 
goods from the Distillery and Cattle Feeding Company. 

(lOVERNMENT KKI.'OUDS USED BY THE TIU’ST, 

Q, By what inean.s could they find out whether or not they were living up to 
the,s(? agreements before payjng the r<d)atesV—A, They retained the right to e.xam- 
ine the (loveriiment books. Oftentimes they did not make any examination; but 
wherever there were cdiarges of a violation of the rehate agreement, they refu.se<l 
to pay until they had a chance to examine tho Gloverument record# of each cus- 
t< imer. 

Q. What records are kept by the Government that would show all of these 
facts?—A. There is a regular record kept under in,structions from the Gov(;rn- 
ment by each whole.s.ale dealer and .iobber in the country; it is called Form .oa, 
and keeps a record of every package of .spirits in any form, whether whisky, gin, 
or any cla.ss of licpiors produced by distillers. The number of gallons is shown, 
to whom it goes, and the serial number of the package. This makes an absolute 
record for the Government at all times hy whicdi it is possible to prevent fraud. 
All wholesah; liquor dealers and rectifiers are obliged to kec'p this record accu¬ 
rately. It is often examined hy the Government, and is a very accurate record. 
An c^xamination of these records would show immediately from whom the dis¬ 
tilling products had been bought, .so that the trust ct)uld very ('asily tell whether 
tho i>artie.s had abided by their agrecunent. 

Q. Are these records kept by lx)th the distrilmters ami wholesah' dealers?—A. 
Yes; they ane 

Q. Are retail dealers compelled to keep any records?—A. No; but they are 
not allowed to scdl over five gallons at a time. 

Q. Who has the right under the law to (*xamine these records?—A. The rev¬ 
enue officials of the United St.atf'S. 

Q. Then what right had the Distilling and Catth^ Feeding Gompany to examine 
these records?—A. That was a part (.>f the agreement concerning the rebate 
certificates. 

Q. What was theeffix’tof the rebate system upoTi the hn.siness a.s a whole, anil 
upon the welfare of the company itself?—A. At first it .seemed to be a very good 
thing for holding the trade. After the customers had once become attached to 
the trust they did not .seem to be inclined to turn their custom elsewhere; at all 
times, liowever, there were some men who refused to buy of the ti'ust and bought of 
outsiders. There were only two large distilleries that were operating outside the 
trust. , ,. . 

Q. What ones in particular?—A. The distillery of H. It. Shufoldt & Co., of Chi¬ 
cago, and, I believe, the Calumet Distillery, of Chicago, were operated outside of 
the trust. 

Q. Were the rebate certificates promptly paid by the company?—A. Payment 
was very promtit after si.x months; that was the agreiunent; at the end of each 
month—that is, six months after the certificates were issued-they were redeemable 
at the trirst office and were paid on presentation. There were very few of these 
certificates upon which pa.vnuent was refused, and only then in the cases where 
violations had been flagrant, A minor violation did not attract much notice, but 
wherever it was large and the customer discontinued giving his trade to the tru.st 
payment was refused. 

OUTSIDE DISTII.I.ERIES BOUGHT UP WITH THE REBATE FUND. 

Q. Did this jirompt redemiition of certificates keep up?—A. It kept u)) until 
amg in 180;i or 18114, when the trust got into trouble, through the fact that it had 
to buy agreat many competing distilleries, which absorbed all its ready cash. I 
believe they used the rebate fund for buying up the competitors who had come into 
existence in a few years. I think they bought the Shufeldt Distillery, the Calu¬ 
met Distillery, the Crescent Distillery at Pekin, and a distillery in St. Louis, 
along in 1893 or 1894; but I can not remember the exact date. 

Q. And they used the money that was really due at tho time to holders of rebate 
certificates to make these purcha.ses?—A. I understood they used the money that 
had been set aside for rebates for that purpose. They had kept the fund intact 
for a good many months, but at that time I believe they used it to buy these 
distilleries. 
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Q. What effect did that have on tlio distributers and wholesale dealers to whom 
money was duei'-A The distributers themselves did not seem to worry innoh 
about It, but the wholesale dealers and jobbers were very much alarmed ami I 
believe, orKamzed a committee to look after their interests. Tlu! trust itself— 
I will not call it the trust—the company itself seemed to think it would come out all 
right, and they nssued bonds to protect the rebate holders. These bonds were a 
mortgage on the trust plants. 

Q. What was done with the bonds? How did they protect them?—A They 
were placed in the hands of a trust company in New York as a guarantee to 
secure payment on the rebates. 


STOCK OF Till! mSTIIJ.lNd A.NI) CATTI.K. FEEUINO COMPANY. 

Q. Wa.s the stock of this Distilling and Cattle Feeding Conipanv ilie same in 
amount as the trust certifleates of the old trirst?—A. I think it wa.s e.vacdlv the 
same, except that a few shares more were put in the treasury. The c iriginal trust 
certificates were in the neighborhood of $;!4,()l)0,000, whereas the new company 
capitalized for $:1 .a, 00(),(1()0, the balance of the stock going into the treasury to be 
used for the fntun! wtdfare of the company. 

Q. What was the basis of a trust certificate itself?—A. It was based upon the 
stock of the original constitmuit c,onipanies. ‘ 

y. According to the statement you made before, as I understood this original 
stock repre-sented ])retty fairly thi> value of the ])lant itself, and when tlie certifi- 
cat.es were issued they were issued to something like four times that amount'''— 
A. Yes. 

Q. What was the form of the guarantee itsidf?—A. Simply a certificate of the 
stock of the corporation. The corpor.ations were, all of them, at that time tree 
from debt. Each corporation owned a distillery and the stoi-k of that corpora¬ 
tion was all tui'iieil over to the trustees. 

Q. Was it put into their hands as trustees?—A. It was formally assigned to 
them as trustees tind paid for by them with ti-ust certificates, which were issued 
at the apjaiinted amount of 4 to I. 

y. (By Mr. F AK<4tJHAU. ) What w.as the dividend on nnp.aid stock to the parth'S 
who mitered into this trust'?—A. There was not any utgiaid stock. 

(J. There mii.st have beeti uuiiaid stock, if 4 to I were issued.—A, It was a trust 
certificate that was issiu'd in lieu of the stock of the corporation: for instance if 
the corporation put in 1,000 shares of its stock at par value, ,$100, they would 
receive -1,000 shares in trust certificates of a par value of $100, They never pre- 
teniled that this was a legal transfer, 

tj. Did the trustees hold this amount of overcapitalization in the ratio of 4 to 
1, or did It go to the creilit of the original stockholders who were members of the 
first trusteeshiii'?—.A, The ovei'capitalization went to the owners cif the stock of 
the constituent companies. 

Q. Of the separate companies'?—A. Yes, 

y. (By Mr. Piiipiaps.) They had no treasury stock, in other word.s'?—A, No' 
there was no treasury stock at the time of the original trust, 

1^. Was the ri-al and personal jiroperty of the constituent companies turned 
a'' ">■ it simply a st(,ck tratisfer'?—A. Simply a stock transfer, 

tj. Where was the ownership of the ])roi)erty, if not in the trusteeship'?—A, The 
ownership of the property was in the original constituent company, 
tj. ho your trusteeship was simply conditional?—A, The trusteeship wa.s siiuplv 
conditional. 


THE .Atn'HOItlTY OF THE TRUSTKl'lS, 

Q. What were the powers of a trustee over any concern? Were they limited in 
wri ing.—A, His powers were the sainoas if he were an actual owner of the stock 
or the corporation. 

Q. (By Mr. .Tenks.) Did he have the power of voting that stock'?—A. He had 
r.iie .same power as any owner of stock in a corporation; it gave the tnistees pos- 
session ot all corporatioms through the election of the board of directors. 

hj. (By Mr. Far^uiiar.) What authority had the trustees for issuing bonds if 
they had nothing but stixik? Did they have authority to market stock through 
Must companies or ctherwise?—A. Perhaps you have not followed me closely 
■^Berthe Su^ar Trust was declared illegal in New York a company wa.s 
1 ganized as a corporation covering all plants which were tnmod over to it. After 
ley became a corporation they had the privilege of mortgaging all the plants. 
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Q. But tlio point I desire to get at is the character of the trustee. Wa.s ho simply 
a trustee in law to transfer stock without having authority to dispose of all stocks 
and securities and outlying securities, or was his obligation .simply a bond of 
honor? Did his anthority amount in law to a possessoi-y right?—A. In fact, it 
gave him a possessory right; but we have never been able to discover quite what 
his legal powers were. 

Q. Wasnothisauthority simply that of a tenqiorary agent?—A. Thatwaswhat 
it was sui>posed to be: and in law it has been demonstrated by a great many deci¬ 
sions that It was not a legal organization. 

Q. (By Ml'. Jknks.) Wlien the organization was in the old trust fonn did the 
trustees at any lime sell or dispose of any of the plants?—A. Not any tliat I 
know of. ' ' 

Q. They closed several of them?—A. They closed a gveat many of them. There 
was ono which they did sell, limiting the right of manufactnro to anything but 
alcohol and s])irits. 

(A When tliey were simply holders in trust howcoidd they .sell the distillery?— 
A. They were given authority under the trust agreement to do as tliey saw lit with 
the property. 


Sl’KCl'l.ATlONS IN THE S'l'lH'K OE Tilt: ClIMl'ANV. 

Q. What was the value in llie market of tin ^tock oi the new company which 
grew out of the old Distillers and Callle .Feeders Trust? What was the nature of 
the fluctuations in value of the stock, etc.'?—A. It varied in value greatly. Right, 
on the start in. befoi-e it was listed, the value was about .'lO per share, ami after it 
was listed it varied in the til's for some time, li’roui then on it fliu'tuated up and 
down and went as high as 70. and I understand as low as ,S. There were very 
violent fluctuations, according to the way the business was lieing conducted, anil 
the manipulation by the speculating members. 

Q. Tell ns about the speculating members. Who were they?—A. Well, 1 under¬ 
stood they were the directors and the certificate holders. The directors were the 
men who did most of the speculating, but thousands of men were connected with 
the whisky business and imbiu d with the ideas of speculation, and I should not 
be BUi'iirised if almost every wholesale liquor dealer in the United States and a 
gi'eat many retailers took flyers in tlie stock. 

Q. Were there any reasons to believe that the directors of the company were 
specnlating, not only with their own money, but willi t.lie money that belonged 
to the corporation itself ?—A. I believe it was shown before the courts that the 
directors used .some of the money of the corporation for protecting margins in 
speculation. Ttie reorganization committee later made that accusation and sum¬ 
moned some of the members in court. It was never broiiglit to a final i.ssiie, but 
was settled outside of the courts. 

Q. That is, they were charged with using the funds in the treasury of the cor¬ 
poration for protecting margins on stock liidd in their names as individuals?—A. 
No; not as individuals. The stock was bought in the name of the treasurer of 
the corjxiration. 

Q. As an individual?—A. X think as agent of the conqiany. and the money that, 
was used was put up to jirotect this stock. 

Q. That is to say, the company was really siieculating in its own slock? - A. 
That is what I luive been told, and that was wliat was brought up in the courts 
at the time. 

Q. Did that fact when it came out have any effect on tlm price of the stock in 
the market?—Wlien that faci, was brought out. the stock was very low, and I 
do not think there was much fluctuation. 

Q. Aliout how long did the company i out iime in business'?—A. From IWIO to 
the spring of 1811.5. 

liKASONS WHY Till'. I'lOlPA.W JiKiiKE i r. 

Q. Will you c-xplain the circumstances under which it went out of business?— 
A. The ow'ni.Ts of the stock in New York became very much dissatisfied with the 
management and a great number of them combined for fhi.' purpose of an e.xami- 
nation and sent a special bookkeeper to the offices in Peoria toe.xamine the book.s. 
&>me of the shareholders in Illinois aiqilied to the court at the same time for a 
receivership. 

Q. Will you tell us just what you know of the complaint that was made against 
the management'?—A. The business was not managed for the lienetit of the stock 
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holdprs; the (Hrectora used their positioiia for the pnrposi! of maiiipnlatiug tlio 
jirice of the stock; they also used money of the company for protecting margins 
on stock. There W(!re many other charges which I can not remember now. 

Q. Practically the charge-s were dishonesty against the members?—A. 1 will 
not say that. 

Q. Unwise action, then?—A. The charge was lu'actically nii.smanagement of tin; 
business. 


,V ilKCEIVUK APPOI.N’TF.n. 

Q. What further can you tell with reference to the change in management?— 
A. The holder.s of some 1,700 shares of stock applied to the United States courts 
ill Chicago for a receiver, making the charge that the company was insolvent. 
()n tliat appeal a receiver was appointed, 3 receivers, in fact—Mr. .1. B. Greenhut 
and Mr. E. F. Lawrence. 

Q. What connection did these 3 men have with the comiiany?—A. Mi-. Green- 
hut was president of the company, and Mr. Lawrence, of the old distillery in 
Chicago, was not connected with the company at this time. I think he was not 
even a certificate holder. A few days after this appointment, and before ho hail 
(inalified as receiver, the shareholdiTs in New York accused Mr. Greenhut in 
court of being a speculator in the stock and brought proofs to that effect. The 
court romoied Mr. (.Ireenlmt as receiver and appointed in Ids place Mr. .lohu 
McNulla. of Illinois, to represent the court, and Mr. Mitchell, of the Illinois Loan 
and Trii.st Company of Chicago, to represent the ea.steni share owiers. leaving 
Mr. Lawrence in Ins position. Soon after Mr. Lawi'ence and Mr. Mitchell 
resigned, leai ing Mr. .lohn McNulta sole receiver as representing the court. 


M,\N.MIE5IHNT ol' THE hCSlXESS liY THU uecf.ivuii. 

lie took eharge of the Imsinc.ss and operated it for a .short time, pending the 
reorganization which was being effected by the New Y'ork shareholders, who 
had formed them.selvcsiuto a reorganization committee. I think General McNulta 
operated enough of the distilleries to keep the trade going from February, ItttW, 
to November or December of the .same year, when he was succeeded by the reor¬ 
ganization, called the American Spirits Manufacturing Company. 

Q. In whoso interests did General McNulta manage the business? How did he 
turn over the projicrty to this new company you speak of—the American Spirits 
Mauufactni'ing Company? What was done with the rest of the property which 
they did not talie?—A. (in the reorganization of the Irasiness the shareholders of 
the old coniiiany ca.me in and bought from General McNulta 17 of the best prop¬ 
erties fora sum cipial to about Sl0,0h0,0l)(), which was paid, I understiind, iu stock 
of the old coniiiany and not in i.'ash. Afterwards General McNulta turned over 
4 or .I more of the old properties for a nominal consideration, by order of the court. 
Tlic new company, in assuming control of the distillery properties, agreed with 
the court that tliey would jiay all debts of the old corporation and all receivership 
expen.ses, which they have done, as I have iHsen told by General McNulta within 
tile last 3 days. Ho .said that the old company’s debts and the receivership 
e.\]>enses had all been paid by the new American Spirits Manufactunng Comp.any. 

(J. (By Representative Otjen.) Including the rebates of the old company?—A. 
He paid all rebates that wore diKilared legal, or that the court allowed. There 
were some cases in whiidi, when the purchase agi-eement had been violated, he 
refused jiaymeut; and the court decided that he was warranted iu so doing. 

(J. Y’ou have told us that distilleries went into the old trust, and that all 
the old tru.st property was turned over to the Distilling and Cattle Feeding Com¬ 
pany; now yon say that of this now property the American Spirits Manufactur¬ 
ing Comiiany took 17 different plants and afterwards some 4 or fi other.s. What 
became of the rest'?—A. A great many of them have gone back to the original 
owners of the real estate. In the first arrangement the real estate was not sold, 
but was held intact by the original distillers and leased to the organization that 
composed (he trust. 

Q. They sold the distillery and leased the land?—A. That was the plan, in 
tact. After the distilleries had been wrecked General McNnlta refused payment 
on a great many of these leases by order of the court. 

V. On what ground?—A. That it was unprofitable to the recoiver.shij). They 
reverted back to the owners of the real estate who went into the original com¬ 
pany. 

(J (By Mr. PiULiaps.) For what period were they leased?-A. Twenty-five 
years. 
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Q. (By Mv. .Tenks.) In soiling to the tru.st the distillers rutainod tho land but 
sold the distilleries witli the good will of the business. That is incidental, is it 
not?—A. A'es. 

t^. Wa.s not that counted as part of the consideration in ihe increased capitali¬ 
zation?—A. The good Mull was counted as part of the increase in the capitaliza¬ 
tion. 

Q. (ByC. .1. Harris.) Did not the distillers agree not to go into the distilling 
business also?—.A. Not under the original trust. They only bound us up to .5 
years on a salary. 

Q. (By Mr. Jenkr.) Was any change made in that re.spect when the new (^or- 
))oration took tlie place of the trust?—A. I think not; under this organization no 
oni; was bound not to go into the business except as he was cyntrolled by a 
salary. 

Q. Where and by whom is the .stock of the new Americain Spirits Manufactur¬ 
ing Company mainly held?—A. A syndicate of New York c,apitali.sts have appar¬ 
ently been in control of this stock from the time of the organization until the 
present. 


No PROFIT IN TIIK lll'SINESS IN RECENT YEARS. 

Q. How has the iieiv company succi'cdcd as compared with the old one?—A. 
Since the new coiujiany was organized there has been very little profit in the 
business. I think there was scarcely a time from IH'.i.") to .Inly, 181)S. -when there 
was any profit. After the organization they agreed to sell at a price that ivould 
1 m; profitable. This continued for about (i months; but the outside distilleries, 
that were being built ,all the time, came into such direct competition with them 
that they were unable to sustain a iirofitable market, and up to July, 1898, there 
had been no profit in the business. 


CONTROt. OF THE MARKE.'I’ liY THE COMBINATIONS. 

Q. To what extent did the old Distilling and f'attle Feeding Trust control the 
market—about what proportion of the output was in their hands?—A. I think it 
averaged at first about 9."> per cent of the prodnclion of spirits and alcohol. It 
decreased a little, as near as I can remember; but I should .judge it never got 
below 8.") per cent while the tinst was in existenci'. After the Distilling and 
Cattle Feeding Company was organizi.'d there were more distilleries built, and the 
percentage outside was greater. 

Q. About what proportion?—A. At one time the Distilling and Cattle Feeding 
Company purchased about all the outside distilleries and came very nearly into 
complete control of the output. When they made those purchases I should .judge 
they owned over 9.1 per cent of all the distilleries producing alcohol and spiiits. 

Q. About what proportion of the output does the American Spirits Manufac¬ 
turing Company control directly, or what proportion has it controlled?—A. I do 
not think it has ever controlled more than fiO per cent. 

Q. Do you think that is enough to enable them to hald prices up?—A. No; they 
were never in a position to hold prices up to any gi’cat extent after they wore 
organized until July, 1898. 

ANOTHER OO.Ml’ANY IIRHANIZEU. 

Q. What new circumstances came in then that gave them better control?-—A. 
The outside distillers, which had been rebuilding for several years, were compet¬ 
ing (piite heavily in 1897 and the spring of 1898. In fact, they were absorbing 
most of the trade and were being oiierated either at no profit or at a loss. There 
was a new company organized in the spring of 1898c.alled the Distilling and Cat¬ 
tle Feeding Company, which absorbed very nearly all the outside companies. 

y. Did it take the same name as the old company—the Distilling and Cattle- 
Feeding Company?—A. No; it is called the Standard Distilling and Distributing 
Company. 

Q. I think you ap'plied the other name.—A. I may have used the wrong words 
there. 

Q. It is the Standard Distilling and Distributing Company?—A. It is called the 
Standard Distilling and Distributing Company. It was organized by the same 
influences that control and manage the American Spirits Manufccituring Com- 
]iany. MDiile the directors are different, they are at tin; jiresent time begininng 
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to aihalgauiatt*: they liuvo (Mnitrolled aiul oi>(.‘riitod the business .sinc(‘ that last 
organization in a very mutual way, in no way competing with each other. 

C^. It was organized among those who had been funner competitors of tiie trust, 
but apparently by the friends of the Am(;rican Spirits Manufacturing (■ompaiiy 
itself in order to stop (competition?—A. Yes; it was organized by the friends 
the Spirits Manufacturing Company in order that thtc two comi)anies niighl; run 
in connection and stop disastrous competition. 

METHOD OF OIKJANIZATION OF THE NEW COMPANY. 

Q. What was the method ol‘ the organization of this new com])any?—A. As 
nearly as I have Imhui able to find out, and from my pc'i'sonul knowledge of offers 
that were mad(‘.(‘ach distillery was valued at abcmtVkat it would cost, and a cash 
offer (‘(pial to that co.st was made to the owners. In comiec-tioii therewith they 
were to receive also an ecpial amount of preferred stock in tlie ik'W com{)uny,and 
ill addition to that an (‘qual amoiintof common stock. That is tosay. where they 
valued a distillery at .SlbO.OOO actual (cost tlie owtku's would receivV $100,(100 iii 
cash, $100,000 in shares of proferrod stock, and $100,00(1 in shares of the comiiKin 
stock of Die comjiany. The parti(‘s that nnderwrob' tliis new (Dinpany received 
on the sami‘ basis. If they ]iut in $100,000 to ]iay for a distilliTv th(‘y n'ceived 
$100,000 in sliares of preferred stoc’k and .$ir)i),0oo in shaves of the common stock 
of Ihi' comiiany. 

Q. Then in tlie organization of this new conqiany, if T understnnd it. the plan 
was substantially this: Each individual distiller would sell out to this in'W com¬ 
pany for the cash value of his ])lant in cash, an eijual amount in lu-eforn il slock, 
and an e(pial amount in common stoi^k?- -A. Y(‘s. 

Was tli(M‘onimon sto(‘k deliv<‘red to him at 'Uh-c'?—A. The coniiiion stock 
was delivered gemually in 1. ;i, 4, ami o years. 

U. That is. lie reciuved CiO per Cent the first year, ‘iu i>i‘r cent the secoml year, 
and .so on?-- A. Ves; the rest being imld in ('scrow until the time of deliviTy. 

\Yhat was tli(‘ ]mrpos(‘of that?—A. The purpose was to k<‘ei> an owmu‘<«f 
saiil stock from entering the outside business again. Oiu' of the agreements was 
that if he went back into the distilling business In' was not to r(*c('ive his common 
stock. 

Q. He was [iractically obliged not to go intotln* business again foro years'^— 
Yes; not to go into tbt‘ business again. 

(i:^. Aceordiiig to this plantin' jsT'w York ('apitali.sts who advanced the money 
rec('iv(‘d Die same amount in preferred stock and one and one-half tiim's tliat 
amount in I'ommon stock?—A. That was it. 

Q. For tln'ir servici's in advancing the moii('y?--A. Yes; that is what f have 
been told by parties vi'iy clo.sely connected with tin* company when it was 
organized. 


THE AMoL'NT OK oVKRCAPITAI.IZATIoN. 

(tan you testify from your own knowledgn^ as to what part of this was the true 
value?—A. Oily that part which representeil the bid for Die distillery. 

C^. But from your own knowh'dge you can .say that this mw conqiany offVn'd 
the distillers a bargain of that kind?—A. Yes; I am certain that otters came in 
that way, for om^ came to mo directly for th(‘ distillery J am ojicrating. 

Q. (By llepresentativo Ot.jen.) Where' did the money eaune from that these' 
ditTenmt distillers received?—A. It was underwritt('n hy a syndicat<M>f New York 
capitalists. The total amount uiiderwritU'ii was $4.001),ODD. 

Q. And what st^curity did they receive', on the property?—A. They received in 
paynK'iit for underwriting for ev(*ry .$100 one sliari? of preff'rred slocrk and one and 
a half shares of common stock. ’The promoters of the eiiteriirise receiv(‘d for 
themselves for every $100 one and a half shares of common stock. On tln^ whok' 
issue, then, of $4,000,000 underwritten by the syndicuite whic'h was used for Die pu r- 
poseof buying the distilleries the distillers got .$4,000,000 in cash, $1,000,000 in }>re- 
lerred stock, and $4,000,000 in common stock; the nmh'rwritei's got $1,000,000 in 
])r(ff('rr(^d stock and $0,000,000 in common stock, and the promoters of tlu* enter- 
])rise got for their expense and trouhlf! $6,000,000 in common stock. There was 
thcrefor<> a total issue $8,000,000 in preferreil stock and $ 10 , 000 . 00(1 in eommon 
stock to cover .$4,000,000 in distilling property sold by the distiller.s, 

83a-12 
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relation i>F the new (OMPANV to the A.MEIilCAN SPIRITS MANUPACTUEINO 

OOMPANV. 

Q. (By Mr. .If.nks.) Whiit has been the relation of the new company since its 
oruanization to tlic American Spirits Mannfacturiii}; Company?—A. I nmlerstand 
that they liave a runniiif? afireement by wliicli the American Spirits Manufactnr- 
init ('omi)any produces about one-tliird. or ratlier one-lialf, as much as the Stand¬ 
ard Distillinj? and Distributinf? Company. 

Q. That is, tiie Standard is atiout twici^ as largo as the American?—A. Tlie 
Standard produces about twice as much as tlie American, and buys whatever the 
American does not have a demand for. The American Spirits Manufacturing 
Company has a demand, through one or two distributing houses, f(,ii' a great por¬ 
tion of tiieir product. The balance is taken and ])aid for by the Standard Dis¬ 
tilling and Distributing Company. 

Q. Wliat proportion of the total product is under the control of these two 
comiianies?—A. At the present time they are manufacturing about To per cent of 
th(' total product of spints and alcolud. 

Q. Ar(( there any new distilleries coming into competition witli tlKun?—A,. 
There has been one largi‘ distillery connileted since they wer<' organized ami two 
or three more arc in proei'ss of (sjnstruetion. 

EEPECT OF THE NEW oRd.INIZATION o.\ PRICES A.N’U COMPETITORS. 

Q, What has been your own experience as regards the effect of this new organi¬ 
zation ui>on prices and upon their cumiietitors?—A. The new organization that, 
w<‘nt into effect in .Inly, IHits. immediately establishcsl a .scahe of prices which 
wc're lu'ofitable and which cimtinued profitable' up to the 1st <jf Jfay. During the 
last t! yc'ars. since the large new distillery at Terre Haute went into operation, 
there has bc'en a constant cutting in prices: but, nil to the 1st of Slay, of tliis year, 
they had not fallen below the cost of production. Since llien prices have been at 
a point when' there' are tio protits in the' business. 

C^. Did the new combination cut prices at all,until recently, in different lu'igh- 
borhoods. in ordc'r t'l drive out spc'cial individual distillers?—A. Prices were first 
cut, to a great extent, in the Eastern market. The' new Terre Haute distillery 
started in to market, its )iroducts in Neew York. Baltimore'. Boston, and otlu'r 
eastern markets, and the prices of the product were' cut in I hose markc'ts more; 
than in any othc'rs in the Uniti'd States. Whether the' trust cut the prim's or 
whether the nc'W company cut them I am unable to say, but they followed vc'ry 
closely in each other's wake. 

Q. Thc'y have cut down prices, then, until there is practically no profit in the 
business?—A. The profit at present is practically wipi'd out of existence on account 
of the competition that has arisen in the last months. 

Q. Is it your opinion, then, that the effetd, of all three of these combinations has 
very generally been to increase and maintiiin pi'ices?—A. All the combinations 
have controlled prices to a great ('xtent and made ])rofits in the business. 

tj. Profits for their competitors as well as for themselvt's'?—A. For both iiarties 
for the time being. 

F.FEKi'T OE ( OMIIINATIOXS (IN WHOl.liSAI.ERS ANtI RETAlt.KHS. 

Q. What was the effi'ct of these companies upon the dealers, wholesale and 
I'etail, and upon consumers'?—A. My observation has been that the wholse.salo 
dealers were at an advantage when the combinations wt're making money, 
because the comhinationscontrolled the amount of the product to .such an extent 
that the whoh'sale dealers were able to get larger profits on their sales. They 
did not come into such fierce comiietition with one another. The retail dealers 
are mostly .saloon keepers, and my ob.servation has been that they are fully as 
prosperous when the distilleries are on a profitable as when they are on an 
unprofitable basis. The margin of profit is so small, comparatively, that it does 
not seem to affect the retail dealer. An additional or 11 cents on the price of ii 
gallon means a large profit for the distiller, but is not observable in the retailers’ 
imrehases. It might amount to $:l or $4 a month to a very large retailer, but to a 
moderate-sized retailer 3 cents on each gallon would perhaps be only $1.20 or $1.30, 
so that it i.s not noti(,:eable to the retailer, 

effect on THE CONSU.MER. 

tj. How about the consumer?—A. The consumer, as far as I can see, is not 
affected. 

Q, Ttii'u, if I understand-?—A. (Interrupting.) 'Whisky goi's ovw the bar 
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at the saiiio price whether or not the distillers are makiin; money and whether or 

not the business 18 controlled by a trust. waeim i oi 

abre to tlm fr® up, then, so that the business becomes profit- 

awe to the distiller he sells to the wholesaler at a higher price, and the whole- 
salei always adds the advance to what he asks of the retailer?—A. Always 

Hut as the retailer asks the same price of the consumer as before, is ho not 
he one who, as a matter of fact, pays the increase in price?-A. It wc uld LZ 
to come out ot the retailer entirely. 

T difference is so slight that he does not feel it much?—A 

I do not think it is noticeable to the retailer. mucur rr. 

THE PROFITS OF THE UKTAII.EK. 

Q. His profits are so big that ho can not tell the difference?-A. A gallon of 
whisky sold oyer the bar will ordinarily jiroduce to a retailer anyZere fn ni Sto 

at'^Sotolfi^^Znw.r*"''*’’' t'-->-l^ythat he can retail 

Q. (By Representative Livinhston.) Take some special brand of whiskv'md 
mal-o It spec,fic-?-A. Whisky which the retailer p?.ys .?l.."lV gall m n 
which IS a very cheap grade, though not above .piality of whisky ■might’mo- 
diice !>8 a gallon at 10 cents a drink. It is sold to men'who take large drinks 
t'xiKullon. (In §10 or $p> whisky, the prices rangj 
liom , 81 . 0 ) to $ 1 .,.,) a gallon, and on sl.I whisky from to S:!. ” 

()). Doyon know what lh(M,l,l Commissary whisky is sold’for per case e g 
by Alp.Nandi'r, of New York’?—A. By thocase? 'i.g., 

, the case. Most of those people buy by the cas)? and not by the barrel — 

A. Mo.st ot Ihem buy by the barrel. ■. 

y. Not fine whiskies'?—A. No, not fine whiskies; I am not talking about fine 
y hi.skies; I am talking about whiskies that pass over the bar 
tj. Rectified whiskies they buy by the barrel'f-A. Very fine whiskv costs 

of "d'isky in my rye whiskv busint'ss that 

goes to the trade iit about ,$4 a gallon. 

You sidl it by the case?—A. By the case. 

I)' ’|U'<di.'— a. Twelve dollars a case; a ca.se contains about :i gallons 

(J. liiat 1 .S about what Commissary whisky is sold for by Ale.vander What 
.loes the retail man make on thaf?-A. Of that class of whisky the retail man 
se Is .iboiit I J» drinks to the gallon, which,at l.Icents a drink, wouldprodnce S18 

dr ,K. b ,f'''.i". ' V'J'-yfiuo whiskies are sold in smaller 

minks, tliat ( lass of trade does not use such large ipiantities; my e.xperience has 
been that the drinks run about 120 to the gallon Ap..uen(,e uas 

(.'OMPOUNDINa OF WHISKIKS. 

wld'skJ^Iic^' “ 9 * pure spirits rather than the higher grades of 

hm^ Tf “ <;'"“>»>uitions, of which we have been speafeng, niannfai;- 

b ISIS mannfactiire cologne spirits and alcohol. Cologne spirits is the 

O is the Inris^f whisky; and spirits, while a higriily refined pro.l- 

net, is tho b<isi 8 ot tlio olioaper grades of whisky. ^ 

nrotils of "« where the compoiinding is done and something about the 

what wo e-dl tb V'f *■ wdnskies'?—A. The compounding is done at 

it t (Xn , w ti T*' bouses. They put the pure spirits into a tub where 
hiLdi c. 1 \m **i ■ (''’bu-ing material and flavored with 

n Vn 1 ) whiskies and sometimes with flavoring materials. 
wl^;kUL Livinhston.) Is not the flavoring always done hv 

sometimes bi’l^v^ ^ * is generally so chine to-day, old rye wliisky being addecl, 
sioii r,Zl, s sometimes in smaller. I have in niypo.sses- 

b rtol different grades that run from 1 gallon up to 20 gallons per 

flaZiW nmfeH flavoring. But there ‘ire 

it is ” P which aro harmless in themselves. Though 

e m" aZ *1* ^ "<>“« being used. Not 

excent r™ WM “•‘'It'A “^ut the different substances that are used 

lerics ami am wl^fl ’ u ^ l.u'odiice both of those in my two distil- 

<D (* 1 aciiuainted ivith that important part of the business. 

Aiivthin” dZUubZb i-ye whisky, or anything else out of if?—A. 

spirits. Hucii bu'ade of hrandies is made- by using cheap cologne 

f, Is go to i]|(i cheuper .saloons, those (.nitside the distriiH’ where, 
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perhaps, we gentlemen would go to take a drink. I think wo are all i)i'etty sure 
in the be.st saloon.s to get a g'ood grade of udiiskie.s, brandies, gins, and such 
things, but in other .saloons- 

CXIST OP itECTIFlKD WHISKY. 

Q. (Interrupting.) What is tin- cost of a barrel of vootified whisky on that 
plan pi>r gallon?—A. It would cost the wdiolesale dealer §1.110 for the original 
g.allon of punj spirits. 

Q. How much would thy coloring matter cost?—A. The cost of the other mate¬ 
rials used would hi* very small. e.x<'et)t tlio rye whisky. The coloring materials 
and liavoring e.xtracts would cost about .> cents per gallon. The p.ost of tlie rye 
whi.sky will have to be e.stimated according to the amount used. At the pre.sent 
time a good quality of rye \vlusky (i. e., well-aged whisky from d to 10 years of 
jige) costs, in large (piantities, §o.e.T a gallon. If 10gallons, wldcli is <piite a large 
(piantity, wereus(,‘d, tliat would be tJlOe.xtra on 40 gallons, which would bo 3.) cents 
a gallon. This, a<lded to the original cost of $l.;i0, makes §1.5."), and the 5 cents 
extra for <a.)loring materials and liavoring extracts makes ,§l.li0 for very ordinary 
whi.sky. There is another medhod <jf (davapening it, which consists in the reduc¬ 
tion of the proof. It may b(^ put up at (iO proof, which makes it cost Cl) per cent 
of what I Inive figured. rvhicdi would he DC cents. 

Q. Is not the bulk of it put up in that way?—A. The bulk of it is put up at 
about ,S) or DO proof, although there i.s a good deal of whisky nmde at (>0 proof. 
But that is getting info the business of rcctifitu's, and I do not know nimdi al>out 
It, except what I ha\ o learned from rectifiers, being (doscly connected with tlioiu. 

(By Mr. .Iexks.) Then the average price of rectified whisky is about .§l.ti0 
per gallon if compounded in the way you havx! indi<‘ated?—A. If it W(ire at proof. 

t^. But lOpercimt Ic.ssif it were put out at I10]u oof?—A. A>s. There is another 
gradeof (dieap whi.sky made from pure spirits and ilavoring extracts, which is sold 
at what wi! call I) cents oyer the price of spirits multiplied by the strength. For 
instance, if tlm strength is Di) and the i)rice itl.eO, multiply $l.:i0 by DO, and add li 
cents, and you havi^ the ]ii-ice of cheap rectified whisky. That is the xvay it is sohl 
to the jobbing trade direct; not to the ndailcr. 

Q. Tile purpo.se in putting the (piestion in reference to rectifying was to .show 
who gets the profits when the iiidcc of whisky goes up. According to what you 
have .said abundant profits go to the rectifiers. Now who, in the main, does the 
rectifying? A. Tln> iiarties we ^-iill distributers generally do most of the reidi- 
fying. Tln;y sell mostly to tin; larger wholesale dealers. Some wholesale dealers 
do their own rectifying and mixing, and deal directly with the .saloon. Both of 
these parties are known to the Ooveniuient as reihilicrs and pay the special tax 
on rectifiers. 


CHAUAITEU OF WHISKY USKtl I.V THK Dltt'd TR.MlE. 

Q. Is the liquor sold in drug stores ordinarily bought dinsctly from the tradeand 
sold in the same way. or is that rei'tilied and improved by tin; druggist'?—A The 
majority of druggists buy a iirelty fair quality of wlijsky, mo.stly what we call 
straight whisky. In the prohihition States, where the drug store is iiractiixilly 
u.sed as a saloon, they buy tlie very cheapest grade of whiskies that come to tln^ 
trade. I am pretty widl acquainted with the drug trade, be(*ause in my rye- 
whi.sky busines.s I have catered to the drug trade, and 1 believe I sell more stra’ght 
whisky to that trade than any other distilh'r in the United States. They are 
anxious, as a general thing, to get ti pure, straight, good whi.sky. In prohihition 
States I have found that they do buy these idieafier gi'ados of whiskiies. 

9 , Then, so far as the nrofits from compounding are concerned, an increase in 
price by the trust is still Ixirne liy the retail dealers?—A, It would siicm so to me. 

Q. And, so far as the rectifier is concerm.'d, any profit that he makes_^ 

A. As a general thing he fixes his price according to the price he has to pay for 
spirits. 

Q. If the general price is higher, ho will not make any more or any le.ss than ho 
did before?—A. He is alway.s very anxious to buy his spirits just as cheap as ho 
possibly can, but I have noticed that he is more prosperous when the product is 
controlled by the combinations. He objects, though, seriously to any combina¬ 
tion, and would rather buy of the outsiile distillers. 

Q. Why'?-A. Bec8U.se ho dislikes the idea of being controlled in his business. 
He wants to be placed in a position .so that he can say, -'I will give you so much 
for those goods.'’ and not say, '• I want so many goods." Besides, ho dislikes very 
much the system of rebates. After :l or 4 or r> years’ experience with the rebate's 
of the Distilling and Cattle Feeding Company, the rectifiers are very much averse 
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to tying themselves np to any combination that is liable at any time to pnt on 
rebates. I liavo met a great many wholesale tlealers iji tlio last '-i years, ami tliey 
hav(' all t(>l(l me that they would buy of me in preferenc(^ to the trust at the 
siime price. I have never met a single bu^er who has said he would buy of tlie 
trust in preference to outside distillers. 

KEBATK SYSTEM OF THE PRESENT (‘OMBINATK )N. 

Q. Does the present combination have a rebate system tin* same as the former 
oneV—A, They have to a certain extent. 

Q. What are their rate.s?—A. Their rates at the present time an* made only to 
the distributers. Tluw charge them a specifi(! pri(^e, ou which they give tliem 
cents rebate at the end of 5 months. 

Q. Provided they can say they have dealt with no one else?—A. Provided they 
trade with the trust houses,i.e.,tiie American Spirits Manufacturing Couipany 
and the Standard Distilling and Distributing Company. Tliey attempti'd also to 
put rebates on some of the wliolesah* dealers who wiu'e able to Imy in carload lots, 
Init the wholesale dealers (>l)ject(‘d so seriously that they weix? unahh^ to force tlie 
system upon them, in fact, they tried it on one or two parties and mudi' lower 
prunes, hut imnuHliately the wliolesale dealer turned to the outside distilleries to 
t)uy, and the result was they abamhuied the idea of trying to put on a K'bate 
to tlie wholesale dealers, although all tlie distributers of the trust liouses ai‘e get¬ 
ting a rebate at the i)resent timi^ 

EFFECT OF OOMBINATIO.VS ON TJIE ORKJIN.VI. OWNERS. 

Q. What was the effect of these comlunations upon the original distillers who 
went into them? What alxiut your own case, for exam]de? Wliy did you go in, 
and why did you go out?—A. I went into the first trust liecause I was glamoured 
with tlK> pictures that were jiainit.'d of fatiey profits, and aJ.so because of the inti¬ 
mations tliat, if I ilid not go in, tlie trust would get after my custoniers and make 
life a bnnlen to m<\ Then* wen^ many ditticulth'.s. I objei^ted to losing my 
individuality very much. 1 was ipiite a young man at the time and did not like 
to go into a C()inbination and lose conti’ol of my busiiK'ss, bnt aftei' some time I 
agreed to do it. T regretted it from tlie day I went in, altliougli I secured very 
good profits for a long time. 

Q. Youj* p^-ofits for a while increaseil (h'cidedly compared with what they had 
been before?—A. They did not increase compared* with what we had been juuking 
in the pools; but they imu’eased to more than what they wen* before the ]>ools 
were organized. It wiped out our individuality entirely wiili the trade, and we 
iMM-anui merely agents of the trust. They lunployed me in several diffm-ent 
capacities after they stop[)od running our distillery, none of whicli were agreeable 
to me. 

(^. What kind of work did you do?—A. I was employi'd as a salesman in (‘or- 
tain distriids in Oaliforiiia, but more e.specially to induce some rei^alcitrant mem¬ 
bers of the old combinations to (;onie into the trust. It did not take very long to 
convince them that they ought to do su. 

Q. What methods did you employ to get them in?—A. The methods (consisted 
in cutting jirices to their esi)ecial customers who had b(!en doing husiness with 
thmu for years. 

Q. (By Representative Livinoston.) Prettv good alignment, was it not?—xV. 
Yes. sir. We went to those customers and olfered them spirits at prices whicli 
the other men did not want to meet. Theywere not the (pioted prices but private 
prices made at the time. It took but 3 or 4 days to accomplish what we set out 
to do. 

REAL PRICES NOT THE SAME AS QUOTED PRICICS. 

Q. (By Mr. ,Tf.nks.) Are the real prices of the iiroduct (d the American Spirits 
Manufaofnring Company tlie same now as their (pioted prices, with the exception 
of the (H>nt rebate?—A. The prices that were quoted in the fall of 1898 have 
n<)t been changed, bnt the actual prices of the distillery jiroduct s that we are now 
selling are some H or 4 cents below the (jnoted prices. It has come about gradii- 
ally througli the trust and the outsiders {jotting eaidi otluu* s trade. 

^ Q* Then, the real price is theqiioted price, less about JU cents and the rebate?— 
A. Tliat will 1)0 about the iirice. 

Q. The real price is. then, about 5 cents below the quoted price?—A. No; they 
sell at about 4 cents below. 

Q. Counting the rebate in, too?—A. Yes. 
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Q. About 4 coiits below is the ivul price. How long has that boon true?—A. 
Well, it commenced a little right at the start. The quoted price? was always about 
half a (Mmt below the actual 

Q. What do you mean hy the liegimiing?—A. .Inly, 1898. The price to the trade 
continueil at about half a cent below the (pioted price up to February 1. Since the 
now distillery in Terre Haute went into operation, there has been » gradual cut¬ 
ting of prices, secretly, to the trade, until at the present time the ac?tual prices of 
spints iitiil alcohol are about 4 cents below the quoted prices. 

Q, How was it under the preceding combinations—the Distilling and Cattle 
Feeding Company and the Distillers and Cattle Feeders’ Trust? Counting out 
the rebates, were the quoted prices the same as the real, or was there a good deal 
of —A. During the time of the rebates the (luoted i)ri(^*8 was 7 cents 

luglicr tliaii the actual price charged by the outside dealers. Of course, the 
quoted price was the iirice the trust charged to their customers. 

Q. Then they took off the rebate of 7 cents?—A. Oh. yes, the rebate certificates 
were rialeemed afterwards, hut the outside de.alers always sold at 7 cents below 
the quoted price. 


THE BONDEn WAKEIIOUSE SYSTEM. 

Q. (By Representative InvixosTpN.) In what way does the United Htates Gov¬ 
ernment liefriend these dealers ?—A. They are not benefited in anv way tliat I can 
■see, e.vcept so far as they are influenced by- 

Q. (Interrupting.) I mean, what direct benefit, if .any, does the United States 
Government give the distillers of whi.sky; and if any, how?—A. I think the 
greatest benefit is in compelling us to keep accurate records, so that we know 
more about our busiiu'ss than we would otherwise. The Government's action 
results in the small dealers keeping such closi' account of their daily iiroductions 
that they know at all times .iust exactly what they are doing. 

Q. That is an indirect Ixaiefit. Is there not a direct benefit? When whisky is 
put into a bonded warehouse, does not the Government bear the loss on account 
of evaporation and give you all the profits'?—A. I think vou state that (piestiou 
in a pre,iudiced way. 

Q. Can you state it in a better way? 

Q. (By Mr. Farqpiiar.) Exidain that whole system.—A. The Government 
allows 8 years in which to pay the tax, and tor 4 years of that they do mff charge 
for the evaporation; they regauge the itackage at the end of 1 vears and levy the 
tax on what they find in the barrel at that time. 

Q. (By Repre.sentative Livinoston.) What is the percentage of evaporation in 
that first 4 years'?—A. It evaporates about 9 gallons per b.arrel of 48 gallons. 

Q. Alxmt 9 g<'illons'?—A. That would be al)out 90 per cent. 

(j. When you take it out after another 4 years do yo>i regaugo itagain'?—.4. W(? 
regauge it ag<ain. 

Q. Who bears the lo.ss then'?-A. The distiller bears the loss after the first 4 
years, and I want to state to the commission that that law has produced the most 
disastrous results to the distillers. 

Q. When the 8 years luave about expired and you haire not gold it, can you. not 
ship it abroad and keep it and then bring it back with certain privileges'?—A. 'We 
can leave it abroad .iust as long as we want to, and age gives it value. "We can 
then bring it back and keep it in a boTided warehouse, and we are allowed :l years 
to pay the tax. 

Q. That niakes 11 years?—A. Eleven years. 

Q. (By Mr. Pqilurs.) About what does it evaporate in the second 4 years'? - 
A. It eva])orates less in tlie second 4 years than in the first 4 years. 

Q. What per cent'?—A. I am working on 7 years; 7 years is the oldest whisky I 
have in stock and I am losing in the neighborhood of 17 gallons. 

Q. (By Representative Livingston.) That ripens the whisky, if I understand 
it?—A. That ripens the whisky. 

Q. Granting that the Government pays for the loss by evaporation for the first 
4 years and you for the next 4, how much is the value of the whisky increased 
in that time by ripening?—A. Since that law was passed our experience has been 
that it worked the other way. 

Q. How do you mean?-A. That the ripe whisky has sold for less at the age of 
Syears than they were able to get for it when it was 4 years old in previous times. 
The law caused an overproduction of the finer grades of whiskies and re.sulted 
in lots of 8-year-old whisky being sold for less money than 2 or 3 year old 
whiskies. 

Q. Where did you sell any such whisky as that?—A. We sell it all over the 
United States. 
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Q. Among the Indians, or when;? Do yon mo,an to tell me tlnat the man who 
drinks whisky in Washington or New York p.ays ,as nmeh for green whisky 4 years 
old as for 8-year-old or ripe whiskyV—A. Yon misnnderstand me; 1 mean (he 
wholesale dealers in the way they Iray them. For instance, We will suppose that 
they buy at the original gauge :i-year-old whisky of the di.stillers at o.') cents. 
For S-year-old whisky they will pay only 4.'i cents. The reason for tliat is that 
the wholesaler pays the ta.x on the extra evaporalion hetween the fonrtli and 
eighth years. He pays tlie tax on something that he does not get to give to the 
trade, i. e., the Government receives taxes on nothing. The result is that the 
price of tlie old whisky in its origin.al form is less than the new that has been 
produced, which is very disastrous to the whole tradts 

Q. Who Is'ars tlie e.xpcnsesfor the first tour years that the whisky is in the bonded 
warehouse?—A. The distiller. 

Q. Do you mean all the preliminaries, the help, the rent of the warehouse, 
etc.?—A, 'Yes. 

Q. Why i.s it put in bonded warehouses? Why not put it in your own?—A. We 
do not have the tax to pay in the bonded warehouse. 4’hen we really do pul, it in 
our own. for we own the bonded warehouses ourselves, and they are only called 
bonded because they are in charge of the (toviTiiment. 

tj. Y’ou pay all the running expenses?—A. We jiay all Hie running expenses; 
but we do not carry even our own keys. 

Q. (By Mr. .Ienks. ) Do you carry tlie insurance? -A. We carry the insurance 
and every expense connected with tlie business. 

Q. (By Itepre.sentative Livingston.) And then gel, less for it, Ihan before it is 
ripened?—A. That has been the e.xjierience so far. 

Q. Do you not think that that will break up the In mded warehouse system?—A. 
We hope Gongress will enact a law levying tlie fax on what is in Hie barrel when 
it leave.s the bonded wa.rehousc. The lire.sent nietliod results in disaster to the 
men eraiiloyed in the busine.ss, creates a hard.shi]i on the trade, and does not ben- 
etit the (Tovernnient. 

Q. (By Senator DoNIKt,.) No matter how old the whisky may be?—A, No. 

Q. Do you mean it .should be taxed at the lime it is .sold?—A. At the time it 
goes into the general avenues of trade. That is Hie only |iroper way to get a line 
and unadulterated liipior on the market. It shcaildbetakenout iiichargeofthe 
Government and the tax jiaid according to what is found in Hie barrel. 

y. (By Itepreseiilative LiviNusToN.) Is Hie proof of Hie whisky raised or low¬ 
ered by storing it?—A. That depends upon the conilitioii of the warehouse. If it 
is dry and warm, it rvill ini'rea.se; if it is cold and daiiiii, it will decrease. 

Q. (By Senator D iniki,.) Decrease in what respect?—In proof and strength. 
We jiiit it in originally at about 1011, and o|)0 is pure alcohol. It will inerea.se 
from 10(1 to l3o in 1 or ~i years where heat is employed. 

Q. (By Representative LlvINiiSTON.) Can you, then, pat in water enough to 
reduce it to 100?—A. Yes, they allow ns to do that. 

y. (By Mr. .Iknks.) How does the bonded warehouse system affect the product 
liandled liy these comhinatioiis?—A. It only affects them generally for 5 or It 
montlis. They eare nothing for Hie bonded period exeeiit for the' tempoi-ary 
storage; for their product is immediately marketahle. 

Q. (By Representative Livinusto.x.) Are you now siieaking of Hie trust?— 
A. I am now .speaking of the trust iirodiictioii and also of tlie distillery I operate. 

Q. Did he not ask you ,as to the effect of these bonded Avarcliouses upon the 
trust? 

Q. (By Mr. .Tknks.) I asked how it concerned the trust.—A. It gives them a 
chauee to handle tlieir liipior so that they do not liave to pay the tax until the 
trade demands it. wliieli i.s generally in the cour.se of ft or :i days, hut which hies 
been aliout 2 or it mouths. 

COMBINATION NOT ESSENTIAL TO ECONOMY IN fnolllICTION, 


y. Have any methods iiesides the cutting of prices in siiccial localities been 
employed by the comhination in order to induce other iieople to come in?—A. 
They emidoy every means tiiey know to indime others to come in—competition, 
mtinmlation, throat-cutting prices. Oftentimes they try to purchase their plants. 

O. Do you know of any cases where they have bought out rivals at more than 
a fair price m order to get them out of the way?—A. They have almost always 
had to do that. 

Q. Can the individual distiller with a good sized distillery manufacture as 
cheaply and get as mncli in the way of hy-prodnids, etc.. as tlie comhination?—A. 
After a certain ])oiut he can, but too small a distillery is operated with less 
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ecoiKiiny, both in iirodnction jinil in the cost of labor. A rea-soiiable .'lizert dis¬ 
tillery ran perhap.s compete with them, be(ain.s(^ it can average better in prices. 

Q. (By Mr. Pilii.urs.) What would yon call a reasonable sized distillery?—A. 
A reasonable sized distillery would be one of 1,.’)(X) bushels. That would not pro¬ 
duce (juito as nincii liipior and the lalxir would cost a little more ])er /'alien, but 
not very much. 

Q. (By Mr. .Tn.vics.) ('an .a siu.f'h? independent ilistillery of ,1.000 bushels manu¬ 
facture as chi'aplyand /ret as mmdi out of the raw material as iniy distilhu'y man- 
a/'cd by the /treat combination?—A. I think that a 1,000-bushel <listillery can be 
operated as chcaidy as any, both in res/iect to production and labor. 

Q. Doi's any saiing result from combination, so far as the mannfa(!turinf' 
process is lamcerncal, provided a man has a distillery of 1.000 Imslnds?—A. The 
combination of different distilleries makes no saving to anybody exrept,f)f conrse, 
that they can stop lainnin/;' some plants and make more profit out of the others. 

Q. That is to .say, so far iis they leally control the output?—A. Yes, sir; the 
combined distillers themselves havi' no particular advantage. The independent 
di.stillcr can. on an average, sell his goods at thi; siime or a l)etter i)rice than the 
trust, because the trade is inclini'd to favor him. The ('ombination caji not pro¬ 
duce iuiv mori! liipior ])cr bushel of corn than the independent distiller, nor can 
their lalior be made any cheaper after a certain limit is reached. A distillery 
consuming from :t.l)(K) to 1,000 bushels is the most favorable size so tar as labor is 
concerneil. 

Q. Does a great combination among the distillers afford any advantages in the 
buyin/r of raw materials, fuel, etc,?—A. There is no saving in the buying of fmd 
or grain. I can buy I or 0 cars of corn just, as cheaj) as the combination can buy 
1(H).000 buslnds. 

Q. Has the combination been able to secure any better rates in tin- tivansporta- 
tion of their product than the indeiiendent distillers?— A. I am unalile to answer 
that. I know they have receivisl very good rates at times, but T am unable to 
say whether they received better than 1 did. 

Q. (By Senator Dai’iki.. ) What rates do they give tliem? -A. I .should say the 
regular t ;iriff. 

Q. (By Repro.sentative Lrvi.wisTO.N’.) What rates do you get?—A. At the pres¬ 
ent time the railroads are ])ri‘tly stiff on tludr rates, and I ilo not believe there is 
any cutting. There has been cutting in rates, but. I believe, not since the 1st of 
last Januarv. I should not want to say that T ri.'ceiveil any reliates: that is 
against the law. 

Q. You would not want to say that you did not. either, wcjuld you?—A. Well, 
that would depi.md u]ion what court I was iilaced before. 

Q. (By Mr. Je.vks.) Then, as regards the sale of liipior. you are inclined to 
think that the independent distiller has an lolvantage ov<'r the tnist?—A. I think 
he has at the [u-e.sent time. 

TIUST II.IS .VX .inV.\.NT.\OK 1,\ Sm.1,1X0 I.X FOItlUOX MAUKF.TS, 

Q. Is that true with ri'garil to both domestic ami foreign markets?—A. I think 
the trust has the advantage in foreign markets. 

Q. Why?— A. For the rea-son th.at when foreigners do buy they buy in large 
lots. 5.001? barrels at a time, and the only distiller that is aide to ojifer l.ooO bar¬ 
rels is tin' large combination. The,y are also enabled to reach the foreign mar¬ 
kets by having agents in so many different countries, which they ari' abb.' to pay, 
but which the independent distillers are unable to suiiiiort. In that way the 
tru.st is able to work up and hold the foreign trade in China and Japaii, for 
example, where they have had an agent. The foreign trade, though, (lot's not 
secure any more profitable rates than we gtjt in this country, but it has the effect 
of relieving them of the surplus. 

WOltK OF WITXKSK WHK.X IX, TIIK ('(.IMBINATION. 

Q. (By Mr. Piiiij.ifs.) Y’ou staled some time ago that you were employed in 
disagrecabh! work when (smnected with tlu' combination, such as inducing other 
per.sons to come into it. In what other capacity were you onudoyed that was not 
very agreeable dui-ing that lime?—A. T di<l not say that the employment wa.s dis- 
agi-ecable. The fact of being a mere clerk of the coriKiration was tlio disagreeable 
part. I was employed also as manager of the Kan.sas City distillery for a while 
for the purpose of bringing it uj) to the highest state of perfection. It had lieen 
oiierated at a disadvantage by the trust, and they wantisl somebody who had a 
knowledge of the latest methods to bring it to the highest state of efficiency. 
They sent me there for 5 or (i monihs to bring about that result or (hunonstrate 
that the locality was unfavorable. 



THE WHISKY COMBINATIONS:—CEAKKE. 


185 


Q. You luivo jjivc'ii us some misoiis why yon woiil, into llir coinlmuilion, hut 
you have not Told us why you went out.—A. 1 simply out my stuck certifi- 
(*-at(!8in the Distilling and Cattle deeding Company hecause it hecanio very specu¬ 
lative and the prices were such as to indiuu' a sale. I also sold out about the time 
that my salary as manager expired. At its expiration they did not see tit to 
renew it, and I did not demand it. In that way I became disconnected with tlu; 
trust. 

Q. Did yf)u g('t what would he called an uuu.sual salary wliile working for the 
comhinationV—A. My brother and I owm'd a distillery that was connected with 
the trust, and wm* received jointly $5,000 a year for managing a distillery that was 
not opcTating. 

Q. (By Mr. Jknks.) Did you not have any W(U'k to do?—A. I had no w'ork to 
do after the di.stillery wais closed. 

Q. It was a fair salary?—A. It was a fair salary for (l(»ing iiothing, hut it was 
not tt)o large if the distillery had been in operation. 

(^. (By Mr. PiifMJi's.) Will you say whetluT you think it mure pn-htable to 
operate individually or as a i)art ot the coinlnnation?—A. I w'eiit into another 
line of business shortly after, (tailed the rye-wliisky business, and leasjslimeof 
tli(‘ trust's old bouses that they were not operating. Of course that business did 
not conpiete witli tlnun in any way. but it W'as not active (‘iiougli to suit nu*, ami 
later ( 1 N ‘)7 ) 1 went into the spirit and alcohol business again. I leased another 
di.stillevy for iliat ]mrpose. and did not build. 1 found one alnsidy built tliat 
suited me. and I am operating it outside of the trust at the pr<*.sent time. Wlum 
the Standard Distilling and Distributing Comi)any w'us oi-gjiuized they tried 
tub it through me, but failing in that, tliey went directly to the (jwners and 
bought it right out from un<lej-n(‘ath my sboiihiers: so that W'lnui my lea.seexpires, 
which it w'iU in the course of -1 or 5 months, I will be tUr<jwui (Uit <»f tliat distillery 
and shall (‘ither have to huild or g(f out of tlu^ husiness. 

(^. (By Mr. Jknks.) TljeywiUthenb(‘ ridof another competitor?—A. Isuppose 
then* obp‘(‘t W'as to gi.d lid of me as a competitor, thinking. perha])s. that I w'ould 
not rebuild. 

(By Mr. Pitiuaps.) Do I understand Miat you liave in)W' no e<nniectioii with 
the combination or trust?—A. None whatever. 

Q. You are operating at iiresent in(lei>end(‘ntly?—A. 1 am operating independ¬ 
ently, and hav(‘ been for the last 2 years. 

KKFF,<'T OK TIJK OOMBIN.VTIONS Ui'ON W A(iKS. 

Q. (By Mr. J]-:nks. ) What has been the eileid. of these eomhinations upon wage- 
earners in th(‘ distilling business? Have Oiey employed as many, on the w'hole, as 
were employed before? Have they paid as good W’agcs, etc.?—A. I do not think 
they employ (|uile as many in all the distilleries, althougli wag<‘s have not changed 
in the last 20 years. All the (unployo(!s of tli(‘se distilleru's rec(“i ve very good wages. 
Their work is not hard and is very agrt^eahle; they all seem to be satisfied. 1 liave 
never known of distillery (unployees being dis-satisfied w'ith their salary or wages. 
They seem to enjoy the life*, and did not object when the trust was organized. The 
tni.st increased w'ages in soim* of the minor positions and made them unifonii in 
all the different distilleries. I believe they also at tliat time increasi.'d prices to 
the coal opiu'ators. 

Q. So Mr. Gremihnt te.stifieil. What was the effect? Was there permanent 
improvennmt?—A. Not w’ith the coal operators or barrel makers. At first, when 
the trust was having a profitable business, they kept up prices to tliese different 
people, both the barn*! makers and coal deahu-s receiving a fair profit; but wlieii 
they liegan to have (competition tlucy lirought everybody down to the closest pos- 
.siblo margin, ami coal at the present time is cheaper than ever before in the his¬ 
tory of the distilling business. We are buying it every day at from $l to $1.10 per 
ton in the bins of the distillery. 

Q. (By Jlr. Ratchkohd.) What kind of coal is that?—A. Common coal. 

Q. Lump (coal?—A. Bituminous coal. Unscreened, it is sold at $1 a ton; 
secreened, it is sold at $1.15 per ton. 

Q. (By Mr. Puii.ups.) How many laborers are employed in a distillery running 
A vV' to 5,000 bushels per day, and what would their average wages be?-“A. 

. capacity requires from 40 to 00 men, perhaps 80, including the 

cattle feeders. Tlie manufacture of spirits and alcohol does not reciuire a very 
large (luantity of labor. 

Q. Alxmtwhatistheaverage wage?—A, The lowest wage is about $11 per w'eek; 
trom that it runs up to $80 p('r week for the more experienced mem; the average 
would be perhaps $18. ^ 
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rOMlilNATION NECESSAKY IN THE MSTILLINll BUSINESS. 

Q. (By Mr. Jenks.) From your oxporieiHie, do you think the present eomhina- 
tion i.s likely to suceeed permanently, two former ones having failed?—A. I think 
competition will, in the end, Bring about the downfall of all trusts. Still, I do 
not think our business can succeed for many years without some form of combi¬ 
nation. We seem to lie unable to get profits in the business withhut some form 
of combination. In fiK’t, we almost always have to sustain losses when there is 
not a (combination. I believe, however as I said before, that no form of trust 
can be perpetuated. There will be mishaps in the distilling Im.siness the same as 
in any other. I do not believe that legi.slation will bo as effective in bringing the 
relief that people want as tins natural cour.se of events. I do ijot believe the 
people are so much oppressed by the trust's manipulation of prices as by the specu¬ 
lation in stocks and the disastrous result.s that follow to the original proprietors, 
who cease to be a part and parcel of the business world. 

SHECUEATION ANP OVllliCAPITAiaZATIOiN THE lIKKATEST lA ILS OE THE TRUST 

SYSTEM. 

Q. Then you think that this .social fact and the speculation in stocks coming 
from overcapitalization are the two greatest evils in the trust sy.stem'?—A. It 
seems so to me. I do not bolucve the evil results to the public are as great as jiic- 
tured by peojile generally. I have never boi.Ti able to see that any trust with 
wiiich I have lieen connected has been oppressive to the people, and 1 have not 
observed that the prices established by other trusts have been at all hurtful lothe 
juiblic at large. As individuals, we buy as much as wac are able; and winm w(( 
find the juice of an article is too high we curtail our wants to corresjMUid with 
the caiia(ity of our jiurses. 

Q. Does not that hurt us any'?—A. It results in no in,iury to us; it averages uji 
so that, in the long run, benefits acicrue to individuals. There is no form of trust 
that makes money but that also produces good results to tin* individuals con¬ 
nected with it. Immediately the distribution of their surplus wealth brings good 
results in otln.-r jdaces, which jierhajis counteracts the evils of the trust. That is 
my idea of the (juestion. 

KEUATION OE fOMIUNATIONS TO THE IJISTRIBUTION OF WEALTH. 

Q. (By Ml'. PlULl.lPS.) Do you believe that an accumulation of ,$100,000,000 
in the hands of a corjioration or an individual can really accomjilish in any 
benevolent work or work for the jicojde at large as much good as it would it left 
in its natural channels'?—A. I think the chances are that < me hundred millions 
could not be jiroduced without the business methods of the combination, or, if it 
were, that it would be distributed so gradually that you would never notice the 
benefit of it. 

Q. But if it were distributed so that wo could not take note of i I, would not 
that be more benefiiial than the devoting of large sums to benevolent work'?—A. 
I will not dispute the position that large foiiunes are undesirable, but I Ixdieve 
they have never been accumulated in a way that is not beneficial to the peojile at 
large. I do not lielieve there are any disa.strous effects to the public, excejit .so far 
as public feeling is turned against the man with a large fortune, resulting in 
socialistic and anarchistic sentiments. 

Q. 'Would not general individual fortunes be much gi'cater if it were not for 
the vast accumulations of recent years?—A. I believe these large aixuimulations 
have been a great benefit to the industry of the country, because they have 
made possible commercial enteiprisos and jiroduced results that no single indi- 
■vidual or small company could ever hope to attain. For instan(;e, the Stamlard 
Oil Tnist has solved the problem of pumping oil from Pennsylvania to Chicago; 
no single individual could ever have accomjilislied that with the small sums 
ordinarily invested in the oil business. 

y. Could not that liave been done by an ordinary corporation just as well as by 
the trust? Is not the building of a pipe line much less expensive than a rail¬ 
road?— A. Of course, that might have come about; but at the same time I have 
noticed, esjiecially in our own case, that trusts are always (unploying men to 
experiment in new directions, both in working up trade and in lessening the cost 
of production. They have developed trade in foreign countries where there was 
none before; they have taken up and investigated now jiatents and made every 
jMiHsible effort to increase the volume of business. 

y. (By Mr. Jenks.) Can you point out any specific iinjirovcments in the dis¬ 
tilling busine.ss whicli the combinations have made and which would not have 
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mui There aiv quite a number of 

(•oncems the amount of nroduetion 
Tiny h.ive always emiiloveil a chemist, who has ]iointO(l out tho nii.stakes of tin’ 
yeast makers ami (hereby enahleil (hern to se,-uro a higher aver’i^nroduetion 

Into existence '^ tnists came 

(By M’'- I’hihbli'S ) Is it not a fact, however, that almost all tho natents 
controlled by trusts and monoiiolii's are the work of individuals and that thev do 
".It ongma e w-ith (h,‘ monoiioliesV-.\, I think that is true ^ 

O. (HyJVlr, Jk.vks.) Then you are inclined to think alter all that if ther,. is 
sh.uii ciimiietitiim among individuals new jiateiits will jirobablv be takmi out tint 
m l ultimately b,.come iisefulV-A. I think grealer b.andits arc derive" from 
jiatuits when thi'y go into the hands of large coriioi'ations, hecause tin' ordinarv 
iiidiYduai IS generally unable to ihmioiistrale to the world that his natent is wortli 
anything tbit into the hands of a comimny, its utility is s,am dmimn^rXd 
1 hi > push Ityliiil adyerhse it and gel; it to the traile, making peojile believe it is 

worth something, whether it is or not. am'.ills 

Q. (By Mr, Pun.i.ire.) Do you believe that any indiiddnal, bv his .iwn efforts 
un.uded liy di.scriminatmg laws, is .■apahle .if earning a hundred'million dollars iii 

l.'rivial not'tl'.r’n'dM'’ licHeve siudi large accumulations arc 

lu i.d; not tln.ni„h the ordinary oiierafioiis of business, but rather thromdi the 
imiltiiilicatioii .,1 stock certificates, A fair .lividend on th.. st.ick giv's v-du, t.i 
It, but as a matter ot la.t a buiidred million iliillars has not been iirnduced 4 
man may apiyir.mtly b.. worth a humlrcd millions, while his real proiierty is n.'it 

CVun'iimiv! “ ' 

il But are fimre not well-authcliticat.sl instances of individuals dying in this 

untry who were worth ... Why should ou,. man he abhi t.rac. uire 

so much ni.ii'e than another, haying e.nuil intcll...-t and advantage?-A, It i^not 
tin, dittiu.mi e in ability; but I do not believe you can get up anv form of legisla¬ 
tion that will slop suidi things under our iire.sent conditions' ' ^ 


I.I‘'(i|Si,.\TH>N WIJJi \<)T ‘’I IJCKI-K •'!' TIIK 


OF TRUSTS. 


wUevto^ ) Y"u have taken th,. position that stock-.speculat:ion,stock- 

watiini^ . 1 . .,.iii‘,pi'ihaiis,thegiyati'stcvilsre,snltingfrom .■omtiinatioiis Have 
mil i'i'ism'''' i r i’racti.'ally, 1 think these evils c.jrrectthem.selves 

and th.it legislation never l■hmnlatl■s them. Whatever laws you nciv enact to 
c.irr,yt th..s,. ..vils an.l to legulate trusts, they will lin.l vvm-s 'Vf ,!Snrm<u 4 

i^iindly Hiaii yiiu <'.‘m lollow n]) witli k\^ns]atioii. ' ^ 

Q. (B.y Ml- I’mi.Lifs.) But do imt trusts levy tribute on th.‘ peoiile? Do not 
l u iiuf tl"' '“"i-'' absolute p.iwer in ti.xing the piics of com- 

m.iditics than .miy king or emperor c.iuldf—A. I Indieve (liev do at times- but the 
minute they atti-mpl to si-ciiri- an arbitrary profit, v.m will tinil other investors 
hlg 'taV' -4 ‘^oi-i-octcd inori- .piickly than von could 

|■^VK^•TY-l■ln'K l-nit CE.VT IlIVlDENllS. 

the bi-sti'ilel'’- dividends paid on either the certificates of 

Fee,lio , ■ ' stock of th.) Distilling and Cattle 

re.iil "i yaisay wa.s wateri-dat the rate ot alxiut 4 to 1?—A. We 

trust cl f‘'i’ about all the time I was interested in either the 

Tlmdiv ,! ^''! (" Biusluck ot the Distilling and Catth- Feeding O.impanv. 

1 he (In id. nils wi-rc issued on the par value ot the .stoi'k. * ' 

<'.ai.e p.-.>fitswere about 4t percent?-A. Yes, 

uSd’^luy'ms.rhl'fe tw'’ 

e.xaiimi7 what basis is stock usually watered? For 

share.s.ff 4to,k fo !: ‘n 'f'". "‘/T'’ C'.>iiilnnation?-A. Well, tliey issued tour 
put in. * HhuH'ot the original cost of tho property and tho cash 

lUl ST KIXKD- THU SEULINH PRK’K FOR mSTRIRUTKKS. 

tri^uWr mlm-'elmirllir*' 4*’ i''''.iti>sy-‘(tom a little while ago you said that the dis- 
diH.in thif Int d O \ ‘ “‘““y other distillery. Wa.s it also made a con- 

didrilmteh. be'ow a certain price;-'- ' “ 
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Q. Yes; I mean the <Ustrilmt(‘V. —A. lam net oertain as to that point. At the 
present time the distributer is ohlij'ed to sell at a specilio price. That i.s the pr<‘s- 
ent situation, but not tin.' condition that existed years ag(.). 

Q. (By Mr, .Tknks. ) Does the pre.sent American Spirits Manufacturing Com¬ 
pany fix the price for the distributer and insist upon his living up to it?—A. Well, 
1 think they fix the price, but the distributers have an association among them¬ 
selves, known .a.s the Distributers’ Association, through whi<;h they agree to sus¬ 
tain certain prices that are regulated among themselves, although they may be 
dictated by the officers of tin! trust. 

(^. (By Mr. A. L. Harris.) Do yo\i remember the facts relied upon in the case 
of (freene e. Th(‘ United States, in the habeas corpusproceedings, southern district 
of Ohio, several years ago?—A. 1 do not remember that at all. iJVasit connected 
with our company? 

Q. It was connected with the Di.stilling and Cattle Feeding Company, but per¬ 
haps it was before you were in it?—A. I have known Mr. Oreene all my life.liut 
I do not remember that case. 

Q. Do yon remember that he was indictisl along with otluu's in Massachu¬ 
setts?—A. Yes; I remember that. 

Q. He was in Cincinnati and was arrested there, and when a re(iuisition was 
nnide upon the Governor of ()hio for delivering him to tlie Massaedmsetts offu^ers, 
he applied for a writ of habeas coriius. Was not the fact stati'd in the indictment 
that the distilling com])any had reciuired thi> distributer not to sell below a cer¬ 
tain priite?—A. Yes; I remember the ca.se to a certain extent, but my remem¬ 
brance is not clear (uiough for me to give any definite idea on the qu<!stion. My 
remembrance is that it was in the nature of a blackmailing case. 1 can not tell 
much about it at the pri'sent time; we had so many cases of that kind that my 
memory is not defiuiti^ in regard to it. 

OROANIZATIOX OK 'mU I.'NITKO ST.ATHS SI'IUITS I'O.Ul’AXY. 

Q. (By Mr. Jenks, ) What do you know aliout the Unitcsl States Spirits Com¬ 
pany that was said to have been organized in Cincinnati aliout the middle of IS'IH 
to distribute the country's output of ali'ohol and spirits?—A. 1 know of that in a 
general way. 

y. Can you not give some details with reference to that business?—A. I have a 
mere idea in regard to it; I had a copy of their proceedings, showing the jirices to 
the wholesale trade and the prices to be charged to the retail trade. It came to me 
indirectly through one of the individual ineinbers. I got it as a matter of infor¬ 
mation so that I would know how to arrange my own prices. 

Q. Do you know whether they have control, as distriluiters, of a very large part 
of the country's produi't at present?—A. They only control it so tar as the trust 
gives it to them. The trust places all its product in the hands of distribnti.u's, 
but there are tivo distributing houses that lielong to the trust, so that it is a dis¬ 
tributer in competition with these local distributers who do not hold any stock in 
the trust. H. H. Sliiifelt & Co.'s plant belongs to the Standard Distributing 
Company, but the distributing house itself belongs to the American Spirits 
Manufacturing Company. In New York there is a large distributing house 
known as the American Distributing Company, whicli is owned by the Standard 
Distributing and Distilling Comtiany. They own 2 or :! more distributing houses 
in New York, one of which,! believe, is known as the National. They also have a 
distributing house in Cincinnati known a.s the Mill Creek Distilling Company. 
All of these are owned by the trust, whicdi goi's into competition with regular 
distributers; but, at the same time, they all belong to the association of which 
you were speaking—the United States Spirits Company. 

COMHIN’ATION OF RYU AXI) KENTUCKY WHISKY IllSTILEERS. 

Q. Do you know' anything of the combination among the distillers ot rye 
wluskyan'd Kentucky whisky for the puiiioseof controlling all of their product'?— 
A. I have been informed by many Kentucky distillers that they had been given 
options on their plants by the Kentucky Distillers and 'Warehouse AssiHiiation. 
I know of one or two transactions being completed and the money paid, and I 
have read that quite a number of others were consummated also. 

Q. Being in the rye-whisky business yourself, have you received any such 
proposition?—A. In no way whatever. I have had some conversation with the 
attorneys who were connected with the promotion of this combination, but have 
received no offers, nor any indication that there would be any offers. 
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TIIK I'ONTltOl, OK I'KICKS. 

Q. (By Mr. A. L. Harris.) If a trust is able to eontrol so per cent of the eou- 
simiptive deinaiid tor any article or n('ces.sary of life, is it in a po.sition to control 
pricesV—A. A trust can control prices on an 80 per cent basi.s, provided they 
allow their competitors to get what trade they want and simply take what is left. 
In our line of bu.sine,ss the competitors alway.s seem to have the first clioicia our 
ivrodnct being a staple article. Of course, in staph! articles a man can compete 
more easily with a trust than in articles which, you might .say, arc .specialties. 
Any man who makes alcohol can sell it. But when he comes to offer rye whi.sky. 
his sjiecial brand may have a particular ipiality that makes a difference in the 
trade, and for th.at rea.son the trust might own 80 iier cent of the rye-whisky 
plants and might, having the best brands, i!i:mtrol 01) per cc.'ut cif the trade. 

yi'ESTiott i!K naoKs rkkk.mkii. 

Q. (By Mr. Kennedy.) Do the wage-t'arners in your biisin(!ss have steady 
emidoyment the year rouml?—A. For the last ilO years there has been pretty 
steady employment; it is very .seldom that the distillers close down, and wheii 
they ill) the men are employed in making repairs. 

Q. Ai-e there ever very many who follow the business out of employmeut?—A. 
Very seldom; there have* been a few men who Intve lost their jilaces through r;idi- 
cal changes who have been unable to get back, and who have had to .seek other 
kinds of employment. 

C^. Are they organized in any instance?--A. (Inly the engineers; there is no 
other organization of which I know. 

(J. Have you stated the proportion of the distilleries of the United States lh.at 
are nowin the combinations, and the proportion that are outside?—A. In the 
manufacture of alcohol and spirits, about T.T pei- cent of tbe production is by the 
combinations and about:.’.") per cent by tlie outside distillers. This is not the pro- 
jiortion as to I'apacity, but the iirojiorlion of the amount that is being iirodueed 
at the iireseid time. For insttince, there ace about .'i(l.(«)0 bushels being manu- 
fartnred into spirits and alcohol liy the trust, and about lit.OOil bushels by those 
outside of the trust. 


I'liESENT l.VntSTIil.VI, ( I I.N Dll'll INS I.IICF.I.V 'I'll ('II.NTIMH. 


Q. Do you believe that the evolution now going on in the industrial world will, 
if unchecked, eventually result in jilacing the industrii's of this country in the 
control of a few thousand men?—A. I do not think so. I believe that the present 
conditions in trade will contiime. New men will be coming into the different 
lines at all times in such a way as to produce new competition and create practi- 
Cidly the same .sta,te of jiffairs that we have now. 

(sj. (By Mr. I’liti.i.it'S.) On a larger scale, do you think?—.\. I do not think we 
.shall have combinations on a larger scale; but there will be competition on a 
larger scale. 


y. (By Mr. Kennedy.) Ls it not generally feared at the present time that all 
matiufacti.ritig industries will fall under the control of a few large combina¬ 
tions?—A. I am one of those who believe that there will be more diversification 
in the future than now; that the small trader will come in and buy a factory 
because of sjiecial aptitude in his line of business. .Still I think a multiplication 
of large cotnbitiations will continue for the next 10 years, but even while that 
continues small traders will be coming in and conducting their business, and the 
combinations cati not figlit the small trader as they do companies more nearly 
their eipnds. 

,Q.-,(By liepreacnt.ative Otjex.) Can they not do tin' way they did with the 
pilifornia people—lower the iirico and crush them out?—A. That results more 
from a .scare than anything actually accomplished. In a staple article a man 
does not need to sell to the same customer every day. For instance, in former 
11 *^ (sntered into the trust, I used to have 8 or 10 customers tliat took 
all the spirits and alcohol I iiroduced; but during the last a years, by changing 
the policy of my business, as it were, I have sold to at least blO different com¬ 
panies and people, changing my trade very rapidly, and getting fully as good 
pricesas if I had continued trading with 2 or i! men. 

CJ. (By Mr. .lENKs.) Do you mean that you have been driven out of special 
markets and have gone into others?—A. That is it e.xactly, and to otlier individ¬ 
uals, changing niy trade ipiite rapidly. 
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KI-’KFAIT OF TUrsTS FPON SMAl.l. TOWNS ANJ) (TTIES. 

Q. (By Mr. Puiltai’S.) Wliat ^^ill bo tho effect of combinations of capital and 
concentration of industry ujKin the siiiallor cities and towns when the large cities 
become the centers of organization?—A. 1 think that dencnds more u]K)n the (pies- 
tion of transportation and freight rates than anything else. 

Q. What effect will it have on tlie thuincial (Conditions of tlie smaller places if 
they do tlieir banking business in New York, Chicago, Philadelphki. etc.V—A. I 
never could see that that was d(‘trimental to smaller places. I In e in a moderate- 
sized (dty. Afhn* I Had established a cnMlit in Chicago, I could go up there in 
times of disaster and hnng money down to Ih'oria; and it seems to nu> to beheiu'- 
ficial, rating than otherwises because the large t!liioago banker’s, wln-n they liav(‘ 
confidence in a man. extemd him more creTlit than my hankiTs would dare. 

C^. !)(■) you liave any idea that, in the course of a few yc'ars. wlieii industries are 
in(*re geuierally comhhuHl, ■with central ofHe(‘s in ('liicagoor Newv York, money 
will be taken th(*re very largely and t}u‘ bank accounts in smaller i>iaees dimin¬ 
ished?—A. Tlu'v do that nows Our comj)a.ny. as ii was originally oiganized, 
ahvays kt'pt a New York account. At lirst tliey ke]d a large PiKuhi account, 
which seemed to he heneticial; hut I doubt very iitucli wiiether in the long run 
such changes in hanking mot hods as you suggest will he diirimental to the smaller 
cities. The small city only nteds enougJi capital to do its business witln Any¬ 
thing beyond that is umuHM'.ssary. 

TTIF, (iKNF.KAI, KFFK<'TS nK TKl STS. 

Q. Upon the wiiole, do you think trusts delrimental or iKmeficial?—A. I think 
they are b(‘iielicial so far as tlu'y insure proHta))lc ndurns. hut tlu'v destroy the 
individuality of the original i»ropriel«)rs. 

Q. x\nd of many of tlu' (“iuploy;-(*s?—A. 1 do not know tliat it affects their indi¬ 
viduality so much,but it does that of the tJioprietors. They disappi^ar from view 
so far as their inlluence in tin' Imsiness is coiu.MUUied. 

Cf. When a nunilKU’ of phmls are put uinler one management it nec(“ssarily 
reheve.s foremen. siiiHriutendeiits, and travoliug salesmen of a great deal of Vv'ork, 
do<‘S it not?—A. It ndieves soiuf Inuauing sali'smen. hut not many foreim'ii. 1 
think a great ma.ionty of them are kopi in einploymoit. 

Q. But are not a gn'at many plants closed down?—A. Tiial. of course, is to ho 
exi)ected, but it also incn'ases other (‘xpeu.ses; more nu n hk* employeil in the 
oMees U) keei> the rei-ords and look arier tJie macliineiy of tlie lai ge eor}t(*ra.tion. 
It always seems to me that it takes more high-salarii'd ui'Ui. proi'ortionately. to 
control a large (“orporation than a small one. 1 am s])<'aking with ndcrence to 
our Hue especually. 

Q. (By Mr. Kennedy.) Do you think that trustsiliavc their most hamTul (dfects 
upon the ])roprietor.s of tin? concerns that originally go into them?—A. So far as 
their individuality and iiersonality is cone<‘rin‘d they <u‘ase to l)e a factor in the 
business in which tlmy were formerly a powuu-. They lose tlieii- prestige in the 
business world. 

Q. (By Mr. Philfii’s.) Do they not sp«'nd most of their linn? cutting olf cou¬ 
pons?—A. I can notsay tiiat. My observation has Innui that themajonty of them 
invest in stocks, the value of which disappears. 

Q. Perhaps they iirefer to spend it in foreign countric'S?—A. In some lines of 
industry that is true. It lias also been true* of a gi'(‘at many of the original \)ro- 
prietors in the distilling Imsiness. A great many are gi-owing old and wish to 
get out of tho business. Thu mo.st baindul iutlu(?u<M‘ that 1 have s(?en is upon the 
young nnm who would naturally sueeeeil tlnur fathers. They .s(?em to have no 
place ill the world. Tliey wi.sl\ to <lo somidhing, but fear to tight the trusts. 
Tliey do not wish to risk the litth* moni*y th(?y liave. Hventually, I uhink, they 
•will find a place—po.ssibly in soiim otluu’ lim'. The risk for their little money 
seems great. 

Q. (By Mr. 0. J. Haruis.) Pan’t tliey invest in trust stocks?—A. They have 
not tno same faith in trust stocks tliat some others hav(‘; they know liow much 
water they contain. 

Q. (By Mr. Jenks.) After tho formation of the Distillers and Cattle Feeders' 
Trust were not many tif the distill(?ries that w«?nt in abandoned?—A. A great 
many were. 

Q. There were 81 that w^ent into the trust?—A. Yes. 

Q. How many of the 81 w(;re ahaudon<?d?—A. T .should judge over (M) of them. 

Q. Then did not many (jmployees of th(*s(j hi) (li8till<;rieH havt^ to look for 
oth(*r kinds of w'ovk?—A. Yes; hut a grcnit many of the 00 liad not lxi(^n oper¬ 
ated for some years before, becau.se under our system of pools we'paid so much 
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into the treasury for the purix)se of giving them time to cease operations. They 
had been kept (piiet in that way, and a majority were dead before we organized 
the trnst. 

Q. But if they had been owned and controlled by individual distillers would 
they not have been running more or less all the time?—A. No; on the contrary. I 
think the majority of the ()0 would have been wiped out of existence by competi¬ 
tion, and would liav(! rotted down and been sold for old junk and metal; tliey 
would have disappeared from view. 

REASONS WHY THE SUPPLY OF DISTILI,ERIKS HAS EXCEEDED THE DESIAXI). 

Q. (By Mr. A. L. Harris.) What c.ansed tlie supply of distilleries to exceed the 
demand?—A. At different times the business has been very profitable, and that 
has always caused an ima-eased number of distilleries to bo built. The large 
exports to Europe from 1874 to 187i) was one thing in tiarticnlar that c.ans('d an 
overprodirction of di.stilliiig jdants. We could not make alcohol fast enough to 
■supply the wants of Euroiie. That condition was (nursed by the failure of the 
potato crop in Oermany, out of which they make their alcohol. We also sold 
more or ]e.ss in France, Italy, and Africa. It would go out in 20,0011 harrel lots; 
that was really the cause of the organization of our first pools; when onr trade; 
smldenly stopped we had a gri'at overprodiuition in distilhiries; yon can see at 
a glanci.; why wo could not make any money if all attempted to nin. and conso- 
(prently' we adopted tin' pooling method. 

SUOUJ.D TRI STS HE I’LACED I.NDER (lOVElLYMENT KUPERVISIOX? 

tj. (By Mr. Pmili.ii'S. ) If then' is anything that has not been covered, anything 
tliat yon desire to state to the commission now in your own way, we would be 
ph.-ased to hear it.—A. I do n(,)t believe thiit I have tiny iiarticnlar ideas on the 
subject other tlian I have expressed. I vfdunteered something half an hour ago 
thtit about coven'd niy views. I might stiy agtiin that 1 do not believe the evils of 
condiination can be cured by legislation. 

(j. Have you any remedial legislation to propose in that regard?—A. No, none 
wliatever; Imt 1 believi' it would be a good thing to take some action to ]irevent 
the watering of stock. 

(.J. Do yott believe trusts ahottld be ))ut undi'r tloveniment supervision, similar 
to thiit of till' national banks, and compelled to make a full public statement of 
what they are doing?—A. As a jirivate individual, operating a factory. I should 
not like to liavi' my intsine.sa subjected to public criticism. 

Q. Do you think it would be beneficial to the public to have .some kind of an 
official e.xaniitiatioti?—A. 1 think that statements tire freiiuently made' for the 
pui'iiose of infliteticing prtblic oiiinion iind maniptilating tin' stock market. Hnch 
statements should be more carefully reviewed and the jrablic given more 
accurate information. Tliat would have a beneficial effect iti regard t.o stock 
speculation. 

Q. (By Mr. .Tenks.) I understood you to say that yoti thought it had been 
decidedly beneficial to the distilling busines.s to hat e the rigid Govertimetit sti]ier- 
vision of distilleries that there is now, because it induced the officers of the dis¬ 
tilleries to be more ('areful in their bookkeeping and methods of doing bu.siness, 
etc. Do you think such supervision might be beneficial in othi'r lines of indus¬ 
try?—A. 1 think .all large combinations accomplish the same n'sult in their 
statistical departments that is accomtdi.shed by the Government in tlie records of 
the distilleries; and therefore you would not be accompli.shing anything, exceiit 
that the records kept would he made pulilic. 

Are such statistics as reliable and useful as Govi'rnmcnt statistics?—.\. 
Statistics I'nrnislied by large corporations generally show the favorable side of 
things. Things are generally made to look well on paper for the influence that it 
will have on the stock market. This is e.specially true in our business. The 
shatemenfs are always roso-colored, and the disastrous features are never made 
known to the public. 

Q. (By Mr. Phillips.) Would they be stated if there were a law requiring 
it?—A. j am nnahle to say whether or not such a law would he beneficial: it 
might if it were not too inquisitorial. That i.s Yvhat the large corporations dis¬ 
like; tlu'y object to having their iiriY'ato affairs imiuired into. 

Q. If it were a condition of their chaite', it would be iimjair and right, would it 
not? ^ If they receiv'e their charter from the State, should they not he amenable to 
the State?—-A. Of course the law is that anything the State grants it can control 
or take away. Therefore, if such comlitions were made when the charter was 
granted it might be beneficial. 
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APFID.VVIT. 

State op Ii.ijnois, Couuly of Pmria, ns: 

I swear that the statements made l)ym<‘ of my own knowledge in the foregoing 
report of my testimony before the Industrial Commission are true, and that afl 
other statements I believe to be true. 

Charles C. Clarke. 

Sworn and subscribed to before me this Ittli ilay of August, 1809. 

W1LL1.AM S. Parky, 

|sE.\L, | .Voter// Public. 


W.ASlIlMdToX. D. C.. .1/(1// At. As'.v.o. 

TESTIMONY OF GEN. JOHN McNDLTA, 

Jlcrcirci- of the ItislilliiKj iiud VuiUc Feeding t'ompauij. 

The commission met at 11 a. m.. Monday. May i.I, 1890, Vice-Chairman Phil¬ 
lips presiding, Gen. John McNulta, receiver of the Distilling and Cattle Feeding 
Company, testified. 

Q. (By Mr. Jenks.) Will yon be kind enough to state your full name and 
address?—A. .John McNulta, Chicago; office in the First National Bank building 

ItECEIVERSHIl' OF THE DISTILLINU CATTLE I•■EE1)1N(1 C(.)Me.A.NY. 

y. Will you explain to us briefly what your connection with the Distilling and 
Cattle Feeding Company has been, and how you came to be put in charge there?— 
A. 1 was api)ointod receiver of the Distilling and C.attle Fe(>ding Comjtany on the 
4tb of February, 189,J. by the United States circuit court for the northern district 
of Illinois, northern division, in what is known as thi! Olmstead (;as(L Olmstead 
et al. V. The Distilling and (tattle Feeding Company. I was appointed in the first 
instance as the sperial reiiresentative of the court. Cn the 98th of January Mr. 
JoiSeph B. Greenlmt and Mr. E. F. Lawrems; w<!re appointed n'cei vers, the former 
having been president of the company. A stockholders' committee intervened 
and applied for the removal of Mr. Greenlmt upon the ground that he had been 
engaged in stock sp<!Culations, was .short on whisky stock, and that his intere.sts 
were adverse to the trust. He was removed. Mr. Lawrence, a director of the 
First National Bank of Chicago, was retained ns the representative of the inter¬ 
est by which he was nominatisl. Mr. .John J. Mitclnsll, i)r<!sident of the Illinois 
Trust and Savings Bank, on the nomination of another interest, was appointed 
receiver. I was appointed on tin' nomination of the court as the special rgire- 
sentative of tin; court. The triide receivership eontinned fi'om the 4th of Feb¬ 
ruary until the 2:!d of March, when Mr. Mitchell and Mr. Lawrence resign(«l. I 
was continued as s<de receiver and am still aiding in that capacity, the active 
hnsiness of the tru.st being, however, srrbstantially closed. There are a few small 
properties or interests undisposed of and S'lme claims unsettled. The active work, 
or the most active work, of the trust ran through a iieriial of about 9 years and (i 
or 7 months. 

Q. Will you kindly tell us what your regular occupation was before? —A. I am 
a lawyer and have jiracriced my profession for 90 years or more. 

HISTORY OE THE 1 )K(1ANIZ.ATI0X. 

(J. Can you give us some detailed infomiation with reference to the Distilling 
and Cattle Feeding (.'ompany: for examiile, its name, its date of organization, 
place of incorporation, place of business, etc.?—A. I have made statements, or 
liad statements made from the books, which I have numbered and called exhibits, 
tliat I deem more reliable than my memory, and 1 brought them here. I wish to 
ajKilogize to the commission for not coming as fully prepared on this matter as I 
ought. The active work of this trust has been off my hands for some time, and 
I have other very jiressing work which keeps me very close. My hours are long 
and I liavo not been able to give the personal attention to it that I should like to 
have done. But I have had my secretary, who went through this work with me 
and is an expert and who has full knowledge of thi; books and accounts, aid me 
in the preparation of these papers. I offer yon here Exhibit 1, which gives a li.st 
of the distilleries, capital stock, and othi'i- matters jiertaining to the Distillers 
and (kittle Fi.'cders' trust, covering subslantially the ground cof(;red by your 
(piestion. 
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This exhibit contains the names of all the different houses in the eomiiany. Od 
of them the location of each, the name of the secnitary of each, tlui capital 
st(x;k and number of shares of each, the number of shares held by the trustees 
and by the other officers, the nature of the transfers, and some remarks with 
reference to a few of the facts presented there. 

(J. Has the general statement in this exhibit ever been printed?—A. I think not, 
The dat<! of the organization of the Distilling and Cattle Feeding Companv was 
February 11, 1890. The transfer of the properties was made, on the books of 
the Distilling and Cattle Feeding Company, on April 1, 1.890. 

Q. What was the nature of the product manufactured by this organization?— 
A. The product was spirits and alcohol, with small ipnintit'ie.s of gin and whisky 
and blended goods generally, such as are pnt up by the distributing house of H. 11. 
Shufeldt & Co. of Chicago. The rofu.se was u.soil for cattle-feeding puriioscs, 

Q. These minor products, then, were practically all maimfacduri'd at the Shu¬ 
feldt distillery?—A. Practically all of them. Now and then, at the close of the 
distilling season, they ran off some whisky. 

THE STOCKS OF THE COMl'AXl'. 

Q. Can you give us the details with reference to t he amount of stock authorized 
and the amount issued, common and preferred?—A. Common .stock to the amount 
of ,$8.5,000,000 was authorized, and the full amount was or-entually is.sued. Thert^ 
was no preferred .stock authorized or issued; and tiierc being no preferred sto<h, 
there were no dividends or profits of any kind on the saimc 'I’lie trca.sury stock 
was eventually all issued. There was nothing in the by-laws covi'ring the issue 
or u.se of trea.sury stock. The total amount of bonds authorized wa.s ,$ 8 , 000 , 000 . 
One million wa.s i.ssupd, and I believf! that, at a later day, the authoi ity to i.ssiu; 
the balance was revoked; $3,.50fl,000 of them, however, w(‘re pnt n)i as collateral 
for the repayment of money held on rebates. There were no bonds jiaid off. The 
total amount of bond.s outstanding at the date of tin; receivership was ,$1,000,000, 
with .$i;,500,00() held by the trustees as collateral for ndiates. The bonds were 
i.ssued in the spring or summer of 189:1. My recollix-tion is that they wen^ 90-year 
bonds. The rate of interest wa,s 15 per cent. Four hundred thousand d(dlars of 
these bonds were issued to take up $900,000 of indehtedne,s.s. as I ri«ollect it; i. e., 
$400,000 of the bonds were isstted for $900,000 in casli, through broK-ers. Two hun¬ 
dred thousand dollars in bonds were issued for $ 100,000 in easii to lan-tain officers 
of the comptiny. There were none of those bonds i.ssued in exchange for property. 
Perhaps my statements in regard to Exhibit 1 have beim misleading to you. 

THE lUSTILLERS AND CATTLE FEEDKKS' TKfST. 

Exhibit 1 gives a list of (55 distilleries, which I believe went in. or were the first 
(5,5 houses that went in, to form the Distillers and Cattle Feeders' Trust, and not 
the Distilling and Cattle Feeding Company. The Distilling ;nid Cattle Feeding 
Company having bought outright tho properties :ind intere.sts of the Distillers 
and Cattle Feeders’ Trust, and all records of the Distillers and Cattle Feechu-s’ 
Trust having been destroyed, it is impossible to give any bettor information than 
that contained in Exhibit 1. 

(J. Was anything at all brought out in court or elsewhere as to why the books 
of the Distilhirs and C.attlo Feeders’ Trust were destroytsl; who destroyed them, 
etc.?—A. I made diligent iinpiiry uiron that sub,iect and demaniled the p.apers 
from the officers of the old company, but with no .satisfactory nesults. The gen¬ 
eral response was that they were lost, destroyed, not in cxi.s'tence, etc. I never 
.succeeded in getting them. When I took pos.session of tin! office at Peoria, with 
all the papers of tho Distilling and Cattle Feeding Comiiany, the trust papers 
were not there, and could not bo found. So far as 1 am aware they never have 
been found, and I am satisfied they are destroyed. 

Q. Did yon find the papers of tho Distilling and Gattli! Feeding Company 
apparently intact?—A. Yes; apparently inlact, Imt they had been separated. 
There was some little controversy between the ng'eiver and tho officers of the 
company as to which were the papers of tho company and which were the private 
pwers of the individuals. It ended in a dispute about 9 safes which were in the 
office and which were locked. It was insisted by c(!rtain of the officers of 
the company that they contained only private papers. But tho safes were 
the property of the company, and I proposed to investigate. We got into 
something of a rumpus. They refused to open them; .and I was compelled to get 
80 ^ Iwksmiths, who cut one safe open, and prepared to blow the other one open 
with dynamite, but before it was found necessary to do that an expert from 
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Chicago succeeded in opening it. In that safe we found a nninher of paptsrs 
which we decided belonged to the Distilling and Cattle Feeding (’ompany, and 
hept them and used them. 

Q. Were the otlnu-s turned over to the individual officers to whom they 
belonged?—A. Their judvato papers were separated and turned over to thorn. 
There were expert aecountants appointed—that is. during the triple receiver¬ 
ship, 1 nominated by ('ach of the receivers appointed by th<> court to operate 
nnd(u* the direction of the receivers. They operated during the triple receiver¬ 
ship, and under my direction during the sole rotreivershh). One of those experts 
I)repar(Ml thes(‘ papers which I present to you to-day. lie has had (control of the 
l)apers, but the trust ;[)apera were not found, and could not bo found. The stocks 
of these various distilleries were not listed, and there is no way of arriving at 
their inavk(*t value at the time they entered into the trust or into the Distilling 
and Cattle Feeding Company. Exhibit 2 gives a list of the distilleries that were 
finally included in the trust, whhdi exce<?dsthe numlier in tlie original statement 
by 20. There is a column giving tlie date of (‘utering the trust, by wliiidi is 
meant the date on whicli the distillery was taken into tin* trust. Under tlie head 
of “ Distilhii'} ” is the name of the corporation. Undiu’ tln^ liead of “ Location ” 
is given the naim^ of the town in which hx'ated. “ Rshows that the house was 
a running house. “ Not R means that the house was not running, and “ Shares” 
shows the number of sliares in tlie Distillers and Cattle Feeders’ Trust that were 
issued for tlii5 property. 

ExmuiT 2.— Namr itad Ux'aliifi of <l,{Hfillfi'ies runiiiiKj not riiunitoj of time of 
fnwfifer to DisfiUtng (unl Cnttk I'WjUtuj Trnxf. 


No. 

1 

>7 

Dateof cuti'r' 
j iiig trust, ; 

i ... 

i Feb. 3. ism j 

3 

Jan, 12.1888 

4 

Nov. 14.1887 

5 

Deo. 15.1887 

() 

Jan. 2 : 1.1888 

8 

Oct. 3,1887 

9 

! Auk. W, IW7 

10 

1 July 18.1887 

11 

! Dec. 27.1887 

12 , 

i S»uit20.]8S7 

1:1 

De,'. 1 : 1 , IHsr 1 

14 

Feb, 22,1888 1 

15 

, Sept.22.1K8r [ 

10 

17 

Nov. 2.1887 1 

18 

Feb. 2 : 1 . 

ID 

Jan. 28.1888 

20 

.Tan. 2.1888 

21 


22 

: (Jet. 18,1887 ‘ 

2:1 

, Mar. (1.1888 1 

24 

; Feb. 28. 1888 1 

25 

. Jan. 2.1888 1 

20 

Dec. 1.1887; 

28: 

Dee. :11.1H87 : 

20 ! 

.July S.lmT 1 

:50 ; 

Auk. :I, 1HH7 i 

:il ' 

Nov. :J 1 ), 1887 1 

32 ' 


:i:i 1 

Auk, l,lm7 ! 

M ■ 


35 ' 

(8-t. 20,1887 ! 

: 

Jan. 28.1888 1 

:s! \ 

Nov. 30.1887 ! 

38 f 


30 

Doc. 28.1887 ■ 

40 

July 22.1887 j 

41 1 

Auk- 34 , im? | 

42 i 

Aug. 15.1887 t 

43 : 

July 2:1.1887 1 

44 i 

Nov. 4,1887 

45 ' 

Feb. 18.1888 

40 

Sept. 10.1880 

47 ' 

July 14,1887 

48 , 
40: 

Aug. 5,1887 

51) 1 

Aug. 15.1887 

51 i 

Jan. 1,1888 


Distillery. 


Location, 


liniining Slmrcs. 


Antiiiun Distillini'Co. 

Atlantic Alcohol Works. 

Brighton DistiUiiitf Co.. 

Beacli (!reek Distilling Co. 

Beaver Valley Distillin.tr Co_ 

Barker Distilling Co. 

Bii.sh &: Brown Distilling Co_ 

Bay View Distilling Co . -. 

Bremen Distilling Co.. 

Birminglmni Distilling Co. 

Cumniingsville Distilling Co . . 

(larke Bros. Distilling Co . 

('rown Distilling Co. 

C,'arroll Distilling Co. 

Covington Di.stiliing (.'o ... 

Canton Distilling Co-- 

Comanche Alcohol Works. 

Dayton Distilling Co.. 

Davi.s Distilling Co. 

Dair Distilling Co. 

Dorsol & Wnlhnngo . 

Ragle Mills Distilling (Jo. 

Kuterprlso Distilling Co. .. .. 

Fairmount Distilling Co_ , 

Farrington Distilling Co.. 

Faye,tto Distilling Co.. 

Firnienich. 

Great Eastern Distilling (Jo ... 
Great Western Distilling ('•>... 

Hamilton Distilling Co. 

Hogan Valley Distilling Co — 

Intornational.. 

Imlepenrlenco Distilling Co_ 

Iowa Alcohol Works. 

J.H. Miller. 

J.W. Johnson. 

Kru.so Bros. Di.stiliing Co .. 

Kuhlman & Teeiien. 

IJcking Distilling (Jo. 

Madriux & Hobart Distilling Co 

Mayflower Distilling Co_ 

Manhattan Di.stiliing Co. 

Monarch Distilling (Jo. 

Meiners Distilling Co.. 

Maddux Distilling Co. 

Martin Distilling Co. 

Mi8Sr>iiri Distilling (Jo. 

Miller Distilling (Jo. 

W. H. M<*(Jormick.. 

Northern Distilling (Jo . 

National Distilling Co. 


Kenton (Jounty, Ky . 

4tlnnti<‘, Iowa . 

(JiiK'innati.Gliio. 

Dayton,Ohio. 

Trebeins.Oliio. 

Peoria.Ill.. 

.... do. 

San Francisi-o.Cal 

St. Louis. Mu.. 

Chi<-ago.III. 

(Junmiingsvill*',< >lno 

P'oria. Ill.. 

Pekin. Ill. 

Wide Awake. Ky_ 

('ovington.Ky .. 

Canton. Ill.. 

Comanidie.Iowa. .. 

Dayton, Ky.. 

Portsmouth,Ohio 

Harrison. Ind. 

(Jovington. Ky. ... 
Indfknanolis.Ind ... 

Pekin. Ill. 

Cincinnati, Ohio 

Pioua.Ohio. 

Alfiany, N. V_ 

Peoria, III.. 

.do. 

.do. 

Hanilltou.Ohio... 

Aurora, Ind. 

Dos Moines, Iowa 
Indeisiiidemre, Mo 
Iowa City, Iowa , 

Sterling, Ill. 

Peoria, III. 

W«;.sley City, III .. 
Brooklyn,Ind .... 
Covington,Ky ... 
(Jincinnati, Ohio . 

.do. 

Peoria, Ill. 

_do. 

Milwaukee, Wis 

Dayton, Ky. 

Kansas (Jity, Mo . 

St. Louis, Mo. 

Chicago, ill. 

Beardstown, Ill_ 

Peoria, III. 

Milwaukee, Wis.. 


No . 

N/) . 

Yes 

No 

No 

Yes 

Yes. 

No 

N<. 

Yes 

No 

Yes 

No . 

Yes 

N-. 

No . 

No 

No 

No . 

No . 

No 
No 
No 
No 
No 
No 
Y.‘s. 
Yes 
Yes. 
No . 
No . 
No . 
No . 
No 
No . 
No . 


Yes. 
Ye.H. 
Yes. 
No . 
No . 
Yes. 
Yes 
Yes. 


1. sdi 

2 . hs: 

a.rMJ) 


h,:NH 

•ilMl 

l.ri-sii 

HUS 

:152 


(UK) 

1. JiVi 

2, m) 


Yes . 
N(r'.. 


i,;i25 


J.OTH 

2i,4.'tr 

r>, (KK) 


407 

1,20:1 


2lli’» 


a'K) 
6, JUKI 
2,744 

22,847 

1,:174 

2,7(K) 

3.74:1 

8,41)8 

4,025 

150 

8,317 

LOUO 
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Exhibit 2.—Name <tn(l locality of diitillerics rimnhuj and not rnnnimj at limr of 
iransfiT to DidiUiiKj and Cattle Feeding frmt —Continued. 


No. 

Diitoofonter- 

trust. 

Distillery. 

Lwation, 

RiiimiiiK Share.-s. 

53 




No .... 

1.0(1(1 

5;{ 


Nol>raskii City Di.stillinK Co_ 

OraiiKi^ Vall(w DistilliiiK (’<» -. 

Nebraska City, Nebr 
Cincinnati, Ol'iio _ 

Yes 

54 

Auk. 

V.-s .. . 

4,07.5 

55 

Deo. 11.1889 


LynchburK.Ohio_ 

Patriot. Ind. 

Yes 


r)<t 

Doo. 9,1887 

Patriot Distilling Co.- . 

No ... 

481 

57 

July 10, 1887 



No 

14.0i:i 




No 

59 

July 14.1888 

Petersbui'K DistilliiiKCo. 

Petersbui’K, Ky. 

Yes. 


tie 

Auk- H,1887 

Phoenix DistillinK Co.-. 

ChuaKo.fll .. 

Yes 

10,:13j5 

01 

June 13,1888 

Pfeifer DistilliiiK (-o.. 

Pleasant Valley DistilliiiK ('<> . 

LeUanun. Ill. 

Y..s_ . 

l.3')0 

«3 

(Ci 

Nov. 4.1887 

Milwauk<M', Wis_ 

No . 

No 


04 

Nov. T.iwr 

Kodonbwg DistillinK Co. 

LuwivnccbnrK, Iml . 

No . 

;ttK) 

a5 

titi 

.Sejtt. 3.1887 
0,1887 




Kohson & Stogeman.. -. 

Ihx-k SjirinKs Distilling Co. 

f'iiK'htovvn.Kv_ 


:i 480 

07 

Sept. J, 1887 

St. Louis, Mo. 

No ... 

3. .503 

UK 




No 



Julv 10,1887 

StoiTS Distilling Co. 

Shamrock Pi.stillinK Co. 

StaTKlarU Distilling Co.. . . 

(Mncinriati. Oliio_ 

Yes.. 

lO.lCiU 

70 

Jail. ;«), 1888 

HiKKinsiiorl, ()hi(.»- .. 
Peoria. Ill . ... 

No .... 


7J 

Oct- 39.1887 

No - 

l.-k'd 

73 

Di!C. 0,1887 

Sh«'lby DistillinK C«... 

Shelby vill(.‘. In<i. 

No ... . 

:i, 173 

7:j 

Dec. H.lwr 

St. Joe,. .... . 

St.Josciih.Mo .. .. 

No . 


74 

St. Paul Distilling Co.- . 

South St. Paul. Minn 

Yes... 


7(> 

Auk. 10,10H7 

TiHi.schcr Distilling Co.. 

St. Louis, Mo.. 

Yes.... 

4..540 





No 


78 

79 

Nov. 

Valley DistillinK 15). 

II. H.'lhock<‘. 

West Harrison, Inti . 

No. 

:uo 

80 

Julv 18.1887 

White Mills DistillinK Co .... 

Cinciimati, Ohio_ 

No. 

0, 730 

81 

iMH‘. (J, J88V 

Wabash Di.stilling Co. 

T<‘rr(! Hauti*, Ind_ 

Yes. 

9.814 

83 

.Inly 3:1,1887 
.<1(1 . 

WonliK'r DistillinK !’<)., N<>. 8.. 

Peoria. Ill. 

Yes. .. 

3:».ou;{ 

m 

Wooiiun* Di.stillinK Co,. No 7. 

. ..<lo. . 

No. .. 

'.IKil 

84 

Dec. 8.1887 

Willow Springs Di.^ljlhn;: Co. ... 

(.►malia, N<‘i»r. 

Yes. 

ti, 0,37 

85 

Jail. 34,1888 

HumburK Ib.-I lilitiK (‘o 

rckin.ni .... . 

Yes. 

3. tiOO 

80 

Auk- 19.1887 

P. H.Rico. 

ChiciiKo.Ill .. ... 

Yes. . 

4.335 


Q. Did you Hnd oat the basis upon whidi the trust (.‘(Ttinoates ^y^re issued to 
the i)ro|)ri»>tors of tiie distilhu’iesV—A. No: 1 rt'ached no rellabh' data on that 
point except wiiat is shown here in tlu^ papers. 


ADDITIONAL DISTILLHKIES lUTmUIASED. 

In addition totlie distilleries on ihis list, which were, at the time of tho forma¬ 
tion of th<' Distilling and Cattle Fi'cding C^unpany. a part of the Distillers and 
Cattle Feedcus’ Trust, the Distilling and Cattle Fe(‘ding Company purchased the 
Riverdalo Distillery, Riverdale, Cook C«ninty, Ill.: tlie Calumet Distillery, on the 
Calumet River, Cook County, 111.; the II. 11. Shufeldt Distillery, Chh'ago, 111.; 
th<^ Star and (h'cscent Distiileries. at Pekin, 111.; the Central Distilleries, in St. 
Louis, Ml)., and the Nebraska Chty Distilhu’y, Nebraska City, Neln*. This Nebraska 
City Distillery wa.s a part of tlie trust, and was sold by the trust,or tho Distilling 
and Cattle F(‘eding Company, for $10,()0(), with a guaranty that it would not be 
used for distilling imrposes. Two or three years later the Distilling and Cattle 
Fee<Ung ( ’ompany bought it from the purchaser for $110,000. 

Q. Do you mean that it was sold in tlui first place by the company for $10,01)0, 
and afti-rwanls repurtdiased for .$110,000? 

Q. (By Mr. Phillips.) Were any improvements put on it?—A. Not any con¬ 
siderable improvements. 

Q. (By Mr. Jknks.) Wa.s there any other reason why it was sold at so low a 
rai(! and r(‘purchased at a higher rate?—A. Not that I know of, except the matter 
of control. 

Q. Wliat do you mean by the matter of control?—A. The control of the output. 

Q. \Vas the sah^ ma<le to"persons not connected with tho trust?—A. It was sold 
to outsiders who ugi*e(‘d to eliminate it from tho market, hut they violated their 
agreement and the c«uni)any bought it hack again to eliminate it. It was bought 
back in connection with 2 otliev distilleries—the Central Distillery, of St. Louis, 
and the Star and Crescent Distilleries, of Pekin, Ill. In connection with this trans¬ 
action there was a debt, t)r difference, as (daimed by me in my effort to collect 
from the business of the company, of about $300,000. That is, one individual who 
wa.s an officer of the company went to the individual owners of these distilleries 
and made a purchase, or contract of purchase, and then sold the distilleries to the 
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Distilling and Cattle Feeding Company. TUe difference between what he bought 
them for from the owners and what he sold them for to the Distilling and Cattle 
Feeding Company was about $290,000. 

Q. Was this individual an officer of the company?—A. He was an officer at one 
time. That, among other things, constituted the basis of a bill filed by me against 
a number of individuals, including the officers of the company, to recover $800,000. 
Tln^ other canse.s grow out of the use of the funds of the company in stock specu¬ 
lations in New York. 

USE OF THE FUUns OP THE COMPANY IN STOCK SPECULATIONS. 

Q. (By Mr. .Tenks.) Can you give some of the details with referewe to the use 
of tlie funds of the company by the officers in .stock speculations?—A. In order to 
go into the details accurately it would be necessary to have the books and figures 
before me. In a general way, I set up in the bill that they had used the funds of 
the company in buying and selling stock and had lost a very large amount of the 
comimny's money. I do not remember the t^xact amount. 

Q. Tliat is, they had used the funds of the company to buy stocks for themselves 
ami to protect margins for themselves?—A. Nominally, I think, for the company. 

y. N<iminally for the comj)any?—A. Yes. But the theory proceeded upon was 
that they were buying stocks for the company and selling stocks as individuals. 
As individuals they were getting a good market; as officers, a very bad one. We 
have never come to a final hearing on that bill, therefore I can not tell what 
would have been the judicial results; but the difference from the standpoint that 
I made was about $8(10,000 to the trust. 

It is impossible to give the cost of building and equipping the plants. The only 
houses that w'ere purchased for money were the Riverdale, for which about $300,000 
was p;iid; the Calumet, for which about $.100,000 was paid; the H. H. Shnfeldt, 
for which about .$1,(>00,000 w;is paid; the Star and Crescent, for which about 
$700,000 was paid; the Central Distillery, of St. Louis, for which about $8.10,000 
was paid, and the Nebraska City Distillery, for which about $425,000 was paid. 
I noli<;e a difference between this statement of the amount paitl for the Nebraska 
City Distillery and the one I have already made. The difference, I take it, is in 
the cost. 

Q. The.se are the one.s paid for in ca.sh?—A. Y«\s; in cash, 

PLAN OF OIUIANIZATION OF THE UISTILLEItS AND CATTLE FEEDERS’ TRUST. 

Q. Is that all on th;rt point?—A. Yes. In Exhibit 3, which I present here, I 
give the plan of organization of the Distillers and Cattle Feeders’ Trust, which 
is:is full an account of this organization as we were ;ihle to <lig out in Peoria in 
1.89.1. at the time of the examination of the accounts of the Di.stilling and Cattle 
Feeding Company: 

Exhirit 3.—Di.xfi/hT.s (tiid C'idlle. Feerkn' Truat agra'Vicnf, dated May 10, ISS7. 

1. The trust herein created is to be vc.stcd in nine trustec.s. 

2. W. M. Hobart, Geo. K, Duckworth, L. H. Green, P.J. Henmisy, Alfred Bevis, 
Josei)h B. Greeuhut,W. H. Corning, Adolph Woolner, and ,J. H. Francis w’ere 
appointed trustees, to hold their office until May 1, 1888, or until their succes¬ 
sors are elected. 

:l. The trustees shall prepare certificates showing the interests of each bene¬ 
ficiary in said trust, said certificates to be djvided into shares of the par value of 
$100 each. 

4. No certificates shall be is.sue<l except for stock as hereinafter provided, and 
the par value of the certificates issmal shall represent, as nearly as possible, the 
actual ca.sh value of the stock held by the trustees in trust. 

5. Each subscriber to the trust agrees to a.ssign absolutely to the trustees the 
number of shares of capital stock of the iiarticular corporation or coniorations 
indicated in article 6 of this agreement; in consideration of which said trustees 
do hereby agree to execute and deliver to each subscriber trust certificates as 
above specified for the number of shanis, which certificates, at the par value 
thereof, shall represent the cash value of the stock so delivered. The value of 
the capital of any corporation, whose stock shall be assigned to said trustees, 
shall be first agreed upon between said trustees and the stockholders willing to 
transfer the .same, and after it is agreed upon there shall be no discrimination 
in the purchase price as between other stockholders of same corporation trans¬ 
ferring at same time. 
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6. This agreement shall take effect as soon as those hokling a majority of stock 
in the following corporations, formed or to be formed, to wit. The Storrs Dis¬ 
tilling Company, by the Mill Creek Distilling Company; the Maddux-Hobart 
Company, by Maddux, Hobart & Co.; the White Mills Distilling Company, by 
Geo. K. Duckworth; the Great Western Distilling Commny, Monarch Distilling 
Company, Woolner Bros. Distilling Conipany, Peoria Distilling Company, Bir- 
min^iani Distilling Company, by the Chicago Distilling Company; Missouri 
Distilling Company, by Mound City Distilling Company, have transferred the 
same to said trustees. 

Thereafter said trustees and their successors shall have power to purcli,T..se 
other stocks of said companies, or of companies organized for conducting same 
business, or any of the busine.ss hereinbefore specified, and may is.sue therefor 
certificates of trust equal at par value to the cash value of the stocks so pur¬ 
chased, or shall have iiowcr to lease the premises of such companies, jiaying 
therefor such rental as they may deem proper, and whenever in their judgment 
it is for the best interests of the trust to lease rather than purchase. 

7. All stocks sold .and transferred to said trustees sh.all be held by them and 
their successors for the benefit of all the owners of said trust certificates. No 
stocks so held by said trustees shall be sold or surrendered by said trustees during 
the continuance of this tru.st without the consent of a majority, in number and 
value, of the trust certificates; Provided, however, That said trustees may from 
time to time assign such shares of stock as may be necessary to (pi.alify any person 
or persons as directors of any companies, the stocks of which are held by said 
trustees. 

8. Said trustee.s shall have power to cause coiporations to bo formed for the 
purposes .and with the necessary powers for carrying on di.stilling and kindred busi¬ 
ness: Provided, That the stock of such corporations shall be is.sued for cash or 
for property at its cash v.alue, and shall be is.sued or be purcha.sed by said trustees 
in the manner provided in section 0 of this agreement. 

9. S.aid trustees .shall s.afely keep all moneys received from dividends or interest 
upon stocks or money held in trust, and .shall distribute the same, as well as all 
moneys received from s,ales of trust property, by declaring and paying monthly 
dividends upon s.aid tru.st certificates, as funds accumulate, which are not needed 
for the uses and expense of the trust. The trustees shall keep separate accounts 
of receipts from dividends and interest and of receiirts from trust property. 

10. Trustees .shall render to the holders of trust certificates at each annual 
meeting a statement of the receipts and disbursements of the trast for the year. 
They .shall also, whenever demanded by a majority in value of the holders of 
trust certificates, furnish a true and perfect inventory and apprai.senient of all 
property held in trust, and a statement, as full as possible, of the financial affairs 
of the various companies whose stocks arc held in trust. 

11. Said trustees shall exercise supervision, so far as their ownership of .stock 
enables them to do, over the several corporations or associations whose stock 
is held by said trustees. They shall elect, or endeavor to elect, the directors and 
officers thereof, who shall be paid reasonable compensations for services; they 
may elect themselves as such directors and officers. 

12. None of the powers of trustees can be exercised except by unanimous vote 
of their full number, either in person or by woxy, except in the election of offi¬ 
cers as provided in the by-laws; Provided, That no proxy of a trustee can be 
given to any per.son other than a trustee; and in case of disagreement among 
trustees on .any matter, a majority of the trustees may call a special meeting of 
the holders of certificates, as herein ju'ovided for, and to whom .shall be submitted 
the matter of disagreement, and a decision of a majority in value of the holders 
of trust certificates present, in iicrson or proxy, shall bo final. 

The trustees may appoint from their own number an executive committee and 
other committees composed wholly or p.artly of persons not trustees. 

13. Trustees may employ and pay such agents and attorneys as they may find 
it neces.sary to employ in management of such trust. 

14. Each trustee shall be entitled to a salary of $10 per day. Such may be 
increased by a majority of certificate holders. 

15. Trust shall have principal office in Chicago, subject to change by vote of 
trustees. There should be a safe or vault for the safe deposit of the stocks held in 
trust. 

16. All powers and duties vested in the trustees appointed shall be exercised by 
their succes-'ors. 

17. Elections for tnistees to succeed those herein appointed shall be held annually. 
At first annual election 3 trustees shall be elected for 1 year, 3 trustees for 2 
years, and three trustees for 3 years. Thereafter 8 trustees shall be elected 
annually for a term of 3 years, to take the place of those retiring. Trustees 
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elected to fill vacancy .shall hold office only for the unexpired time of said 
VdCflDCV 

18. No per.son eligible as trn.stee. unles.s .actual owner of not less than 500 shares 
trust certificates at time of election, which must stand in his name on the trust 
books, and continue so, as well as actual ownershi]), during his term of service. 

ft). Trustees .are elected by owners of trust certificates, and no stock shall be 
voted which has not stood in owner’s name ISO days prior to election. 

20. Annual meeting of owners of tru.st certificates for election of trustees ami 
other business, shall 4)0 bold at the office of trustees on tlie Wednesday nearest 
April 15, of each year. Trustees must call meeting whenever requested by one- 
third in value of the trust certificates. 

21. By-laws must be in eonfonnity with this agrecmient. 

22. Trustees may fill vacancy in their number or call meeting of owners of trust 
certificates for the purpo.stv. 

23. Trustee or trustees appointed by any court to fill vacancy or vacancies shall 
hold his or their offices only until hi.s or tlieir successors shall bo api)ointed or 
elected in manner alKive provided for. 

24. Trustees must attend every meeting of the board of trustees, either in i)er- 
son or hy proxy. If any trustee is alisent from 3 successive meetings, or fails to 
be represented by ])roxy at such meetings, his office shali be considered vacant, 
and filled as lieretofore provided. 

2,5. Wiienevor any change aliall occur in the board of trustees the legal title to 
the sto(^k or other property held in trust shall pass to and vest in successors of said 
trustees without any formal transfer thereot. But the board of trustees must 
obtain formal transfer from any retiring trust(‘e, or from bis executor, if retire¬ 
ment bo caused l)y death. 

26. The trust shall continue for 25 years and sliall thereafter continue until ter¬ 
minated hy a vote of two-thirds in value of the holders of certificates at meeting 
called for tlie purpose. 

At same meeting the holders of certificjvtes may decide, by a vote of 51 per cent 
of their number, the mode in which the trust affairs shall be wound up: tlie trus¬ 
tees continuing to hold office for that purpo.se. 

27. Tliis agreement was signed on May 10, 1887, by the (treat Western Distill¬ 
ing Companv, per J. B. (treenhut, secretary, cai)ital stock ot owner company, 
$100,000; Peiiria Distilling Company, per Wm. McLean, secretary, capital stock of 
owner company, $100,000; Missouri Distilling Company, per Mound City Distill¬ 
ing Company, by A. Bevis, vice-president: Storrs Distilling Company, per Mill 
Creek Distilling Company, by Thomas T. (Tall, jiresident; White Mills Distilling 
Company, per Oeorge K. Duckworth; Birmingham Distilling Company, per 
Cliicago Distilling Company, P. J. Hennesy, treasurer, capital stock ot owner com¬ 
pany, $.50,000; Maddux-Hobart Distilling Company, per Maddux-Hobart & Co.; 
Woollier Bros. Distilling Co., per A. Woollier, treasurer, original capital stock, 
$200,000, increased in 1885 to $3.50,000; Monarch Distilling Company, per George 
J. (Jibson, treasurer, cajiital stock of owner conqiany, .$250,000. 

THK WKSTERX EXFOUTKllS’ ASSOCIATION. 

The Distillers and (tattle Feeders' Trinst was inimediately preceded by an associ¬ 
ation known as the Western Exporters' Association. This association allowed each 
distillery in it a certain iiiiinber of busliels as its capacity, and then pro rated the 
consuming capacity ot the couiitry among the various di.stilleries. Any distillery 
ma-shing more bushels than were allowed it had to export the excess ot alcohol or 
spirits produced at its own cost. If the total output of the number of bushels 
allowed by tlie association jirodiiced more goods than the country would consume, 
then the asssociation e-xisirted the goods and stood the loss on thi.s export out of 
an assessment on each member of the association, which was regulated at a cer¬ 
tain amount per biisliel. 

In the ordinary acceiitation of the word, the Distillers and Cattle Feeders' Trust 
was not promoted. 

Q. Who fixed the as,sessment upon each one of these different companies for the 
payment of the expenses of exportation'!—A. They had an organization, and a 
committee did that work. 

distillers’ and cattle-keedkrs’ trust not promoted. 

As I was saying, in tho ordinary conception of the word the Distillers' and 
Cattle Feeders’ Trust was not “ promoted.” The 9 trustees were paid as well or 
possibly better for their projiertiea than the bulk of those joining the association, 
but they had at that time the best properties in the country. 
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Q. Is it a matter of record that they were paid more in proportion'!' Is tliat 
something which can he proved?—A. No; that is an inference from the prices. 
They were selling, and did the first selling. They sold to themselves and made 
tolerably good bargains. 

Q. Were they substantially the ones who fixed the values on all of the plants?— 
A. I think so. 

SAVINAS OK LOSSES TIIKOIIQII COMBINATIONS. 

Q. Including their own?—A. My recollection of this is not distinct, but that is 
what I infer. 

Ill reference to the savings or losses in advertising, there are no statistic.s. The 
cost of adverti.sing at any time is purely nominal in the spirit-distilling business, 
from the nature of the business. 

As to savings or losses in transportation, it is doubtful whether any advantages 
were .secured by them that could not bo secured by an outside distiller at the .same 
time. There was nothing saved by filling orders from the nearest plant, owing 
to the fact that purchasers very freiiuently, if not generally, designated what par¬ 
ticular distiller’s goods they desired 

ADVANTAGES OE TEORIA AS A DIBTII.LINII I’OINT. 

Q. Would purchasers from New York, for example, be likely to designate a 
St. Louis distillery instead of a Cincinnati distillery, and pay the difference in 
freiglif?—A. They would be very apt to. Piairia was tlu! general center. The 
conditions at Peoria wiu'e felt to bo better for distilling than at any other point 
in tile country. 

Q. 0:in you give any estimate as to how much better; wliat jier cent? 

cj. (By Mr. Pm 1 , LIPS.) And the reason?—A. I can give you the reason, but the 
per cent I will have to figure out. Peoria is in the center of a very large corn- 
produeing section. Corn is cheap, and there is a good market at Peoria and vicin¬ 
ity. It is also in the vicinity of the coal mines, and coal i.sfuniished very cheap— 
as cheaiL perliaps, as anywhere. More important than all other things together, 
lioWBVer, IS the water supiily. They have an illimitable .sujiply of <’old w.ater, 
running at a temiierature of about ~A' F., and not varying to exceed 2 at any 
I iuie during the whole year. Tliat vein of water runs under the bank of the river 
close liy the whole river front, v here the distilleries are. Temperature being a 
dominating factor in distilling, that water supply gives an etficiency to the dis¬ 
tilleries there that i.'ould not be .secured by the use of ice. 

(J. (By Mr. Pmi.i.tps.) Is it artesian water'?—A. No; practically an under¬ 
ground river. It is iminped from wells about dO feet deep. It is drawn from a 
stratum of gravel, and is cold and illimitable in supidy. Cincinnati i.s a good 
liroducing |>i>iut, but I think not so good as Peoria. Pekin, 10 miles down the 
rivtu- from Peoria, is as good a point as Peoria, with the exception that its corn 
market is not so extim.sive. 

Q. (By Mr..lENKS,) Do you think the advantage of a Peoria distillery over a 
Chicago distillery is as much as 10 per cent'?—A. I can not e.stimate the per cent, but 
it would be <;onsiderable; I should not be surprised at all if it were nearly that 
much. The additional cost of ri'al estate is one of tho adverse couditioiLS in 
Chicago, The value of land is much greater than in Peoria, and they also lack the 
cold-water facilities, Chicago is, however, a good grain market. 

(j. Is corn cheaper there than at Peoria?—A. Of course the markids are not 
uniform, but as a rule it is not. The difficulty of handling corn in Chicago—the 
switching from point to point—adds considerable to the cost. 

Q. Is it more difficult than at Peoria'?—A. Yes, because more transfers of cars 
are reipiired in order to reach the district drawn from. 

Q. Is there any other raw material at Peoria that is of consequence besides 
corn? Do they use rye'?—A. That is not a rye country. Rye and barley are 
brought from the north; there is very little of it produced down there. 

(By Mr. Phillips.) Do they make rye whisky there'?— A. Some. Tho Clark 
distillery is a rye-whisky distillery. 

9- (ByMr.,TENKS.) 'W’here does tho rye come from?—A. It comes from Nebraska, 
Minnesota, tho Dakotas, and other points. There is not a uniform local production 
in the region of Peoria; rye and barley generally conic from farther north. In 
other words, in tho corn-bolt section corn-growing land can not, as a rule, lie used 
profitably to grow tho smaller grains. There i.s greater profit in raising com 
until a rotation of crops is necessary, and then they generally grow oats. 

Q. Does Chicago have any advantage over Peona in tho cattle-feeding part of 
tho inilustry'?—A. None at all; Peoria has the advantage. 
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Q. Wliy?—A, First, in ii large city you can not or are not permitted, for sanitary 
reasons, to have larfjo herds of cattle; you have to go outside the city limits. The 
Riverdale and Calumet distilleries were arranged for cattle feeding, and they 
wore not ahsolutely prohibited from it, but they would have been if reopened. I 
think the city authorities would not have permitted cattle feeding at the Calumet 
any longer. In both of those distilleries ice is a considerable amount of the cost, 
and in icing there is a lack of that uniformity in temperature which they get in 
spring water at Peoria. 1 may illustrate with a case that I investigated in the 
Monarch distillery at Peoria, observing and following the mash. They put 
900 bushels of fine-ground cormneal into a (looker and cooked it under pressure 
at a temperatrue of 395“ for aliout 15 minutes. After removing the pressure and 
reducing the temperaturo they turned in the malt-meal masb from another 
tank which converted the starch into sugar. They them ran it off by gravity 
into a big tank below. I do not remember the temperaturo at this stage, 
but it was very much lower than it was in the cooker. From the lower tank, 
holding 900 bushels, they forcc'd it by steam pumps through 40,000 feet of pipe 
which was .iacketed its entire lengtii by a water pipe. That is, there was a 
smaller pipe running inside of tlie larger one. A stream of cold water from the 
well beneath the distillery was forced through the larger pipe from the opposite 
end, so that the warm mash ran for 10,000 feet inside of a stream of cold water, 
separated only by the thickness of a thin metal jiipe. By lessening or increasing 
the (ptantity of cold water going through, the temperature of the mash, when it 
camo to the fermenting tub. could be regulated to a fraction of a degree. In the 
ice distilleries there would necessarily be irregularity in tho temperature, and 
therefore in the product. There would be variations in the ice, producing greater 
cooling effects at some times than others. 

P.VTENTS A.N'l) IMPHOVED PROCE.SaES. 

There were no patents, that I know of, owned or controlled by the Distillers 
and Cattle Feeders’ Trust, or the Distilling and Cattle Feeding Company. 

Q. Were there not, perhaps, some bettor processes tliatthey used and that were 
more or less secret?—A. Y es. Those processes, as I understand it, consisted mainl y 
in the character of the yeast used—the fermenting germs. 1 attempted to get 
some knowledge of that subject, and one of the experts there, in a conversation, 
claimed that there was almost an infinite variety of fermenting germs—between 
3(i0 and 400 distinct genus, divided into a nnml)er of families, which I do not 
remember, as I did not go into their genealogy. Some of those germs are more 
potent than other-s, and, when a p.articularly good species is obtained, great care 
IS exercised in in-opagating them and in i)reventing other species getting mixed 
with them in the yeast. When they get tins best kind the yeast is more efficient, 
and a small quantity of it is considered of great value. I heard them talk .about 
distillers giving from $.500 to .$3,.500 for a half-gallon jug of yeast. Of course, 
gentlemen, I do not vouch for that. But it is true that tho men who advance in 
the line of that study become the foremost men in the distilling business; tho per 
cent of spirit yielded, to tho extent of determining profit or loss, depends upon 
the skill of the yeast maker, who is the distiller. I believe that now, or even at 
the time when I operated the distilleries, less disparity appeared in the yeast 
than in former times. 

When the different distilleries united, did tho.se who had tho better yeast 
give free use of it to the others?—A. I can not say that I remember about that. 
The liouses that went in first were the most efficient; that is, they produced a 
larger per cent. I take it for granted that, as they were interested in all the dis- 
tilh'ries, they sent their ye,ast to all. I do not know that they guard with great 
care their yeast and their methods. When I took possession, I found there 
employed some of the best-known yeast makers and most skillful chemists in that 
line in the country. They were applying the most advanced methods and using 
the best-known appliances. 

Q. Are tlnuo any other methods in which there might bo an advantage in case 
of combination?—A. Do you mean methods of operation? 

O. Yes.—A. I do not think of anything now. 

Q. As yon had charge of the work, I thought possibly there might be some 
otherspecial thing that you could mention.—A. Yes; in machinery and in methods 
of handling and cooking they are advancing right along, and have made great 
progress within a few years. 

There were practically no by-products manufactured by tho Distilling and 
Cattle Feeding Company. Fusel oil has always been produced in the manufac¬ 
ture of spirits, and the refuse or slop has always been used for cattle feeding; 
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that is, fusel oil has always been luodnced in this modern process. By the (dd 
process of distillation I understand that they did not take the fusel oil out of the 
spirit, hut everything that came from the still went into the barrel. 

O. Do yon not think there was some improvement in that particular when the 
different companies were organized in one great company?—A. Not at all; they 
all used the same general process and followed the same general methods. 

No statistics as to the cost of superintendence or of labor, either before or after 
the organization of the trust or the company, can ho obtained. It is supposed 
that large houses can be operated more cheaply than small ones, though it is 
claimed that this point is not even settled now betwecm hou.ses running 3,000 
bushels and houses running 12,000 bushels daily. My own opinion is that, the 
larger the house, with like conditions and management, the le.ss will he the cost 
of production. 

THR DISMANTLINO OP lUSTII.LEltlES AND ITS F.PPp;cT. 

Q. When these different companies came together, is it true that a number of 
establishm(mts were closed that had been running before?—A. A large number of 
the smaller houses were clo.sed; it would hav(! been unpnjfitable to havt^ run them; 
thi^y were what they call dismantled. The house was purchased and the machin¬ 
ery taken out. What could bo nsedina largiu house was so usisl and the balance 
was s(mt to the scrap heap. The shell only of the old hou.se wa.s left. 

y. Then, if there were 35 or 40 distilleries dismantled in this way, would not 
the ))n‘sumption be that the number of superintendents was lessened correspond¬ 
ingly?—A. A^es; the number would be lessetK'd. The coTicentration of the work¬ 
ing forces would necessarily lessen the .amount of sr; .■rinteudeuee and decrease 
the cost of production. 

Q. Were overseers left in charge of th(! plants that had been distiianthal?—A. 
In some ca.ses there were simply watchmen to keep the building from being 
destroyed; in some (.’ascs the buildings were abandoned absolutcdy. 

y. Is it true that in a number of cases the distilleries were siiniily suspended 
for a time and the former managers continued on .salaries, with notliing to do?— 
A. That occurred iii some cases for short intervals. But I do not rcunemher any 
instances in which the hoiises were kept up tor long periods and the mamigers 
paid, nidcss by agreement, as in the case of the ,5-yeai' agreement. 

Q. What was that .5-y('ar agreement?—A. The distilh.'ry wa.s purchased and 
brought into the trust with the understanding that the owner should be con¬ 
tinued as mana,ger at a salary of StiOO a month. 

t^. Did that apply to all of the distilleries that wore taken in—the 81 or the 
C."i?—A. My memory does not serve mo on that. I .should think that in some 
of the sm.aller ones it did not; it would ai)ply only to the distilleries that were 
strong or producing (smcerns, and which it was necessary to get out of the way 
solely because they wtuT! market distnrbu's. Home smaller distilleries would not 
warrant an expense of that kind. 

IJ. Would the manager of a small one be paid a s;d;iry correspondingly less, 
but yet a regular salary?—A. I do not remember; that is a matter of detail for 
which I should have to go to the records. 

As to traveling salesmen, there were none for the company proper. The only 
traveling salesmen were those employed by the hon.se of II. H. Shufeldt & Co. 
in the di.stributing business. Its purchase by tln^ Distilling and (,’attlc Feeding 
Company did not change their number or affect the rate of w.ages. 

There are no statistics on the subject of labor. The labor is comparatively a 
small part of the cost of production of spirits and alcohol. 

tj. Would not the same general observation ai)ply there as in tin! case of the 
superintendents, viz, that where distilleries wire closcel a number of men were 
thrown out of employment?—A. Yes; I think so. 

IMPKOVED PROCESSES (RESU.MED). 

As to raw inateri,al, the principal cost is in corn and barley, rye or barley, or 
other malt, which is bought in the open market, on the board of trade or in the 
usual way, in large ([uantities. The increase in the amount of spirit produced 
from a given amount of grain by the larger houses in the la.st .5 years has 
been only slight, and that increa.se is owing to the improved methods, which 
were open to any one to use. The increase of yield in the small distilleries over 
that produced by the old and primitive methods, .still in nso, has been small. 

Q. Improvements of that kind can hardly lie ascribed, then, to the fonnation of 
Hie combination?—A, Not at all; it is the use of the improvements on .a large scale. 
The increase of the yield over that produced by the old and primitive methods, 
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still in nso in many, indpod most, of tlio small distilleries, however, is very great. 
I have another pni»er which I present to yon and which covers that ground. The 
product during my time—and I think it still runs al)out the same—was some¬ 
where from 4.70 to 4.8.'>; that is, 4.70 to 4.8.5 gallons of spirits per bushel. Some 
of the smaller houses get down so low, 1 believe, as gallons to the bnshol. 
The higher yield is duo to the larjjer capacity, the methods, and, machinery. 

There h.aa b(‘pn no specialization, oaidi distillery continuing to make its own 
brands and being known by its brands. The products of certain distilleries are 
sought for by particular customers. 

rUODl'CTION OF SPECIAI.TIES BY CEBT.M.N HOUSES. 

There are also specialties produced by certain houses. Tliey have a brand of 
whisky or gin that has become popular—as, for instanct', the Shufeldt gin, which 
became vm-y popular and commanded a liiglnu jirice in the market than any other 
brand. The other hou.ses, however, are spirit houses; i, e., tlniy make spirits and 
alcohol, but in that you will find that buyiu's—especially compounders—often call 
for brands from a certain distillery, and that not always the distillery nearest to 
tliem. 

Q. Did the popul.arity of the Shufeldt gin continue after tlu; distillery was pur- 
ch.ased?—A. Yes: and increasi'd. But these gentlemen were not after gin just at 
that time; they were after the plant as a spirit-])foducing jilant. 

Q. Does not your last statement practically shut out the (piestion of good will 
in tlui purchase of a plantV—A. The good will, no doubt, had a money value; but 
they would not, I think, have bought it for the good will alone. It w.as bought 
in order to control the output from it. 

Q. The main thing was to get rid of the competition?—A. Yes; to get rid of the 
competition in spirits, not in gin or whisky. The gin and whisky were simply an 
incident. If they had made gin and whisky, and that alone, ;md kept out of the 
spirit business, I do not think they would have been disturbed. I think they 
might liave continued in the field of the regular whisky manufiudure, i.e., the 
old-style product. 


THF. MANUFACTUKF. OF (IIN. 

Q. (By Mr. Phillips.) From what kind <,f materi.al do they main? gin, particu¬ 
larly the excellent ipnility of which you have been speaking?—A. I might answer 
that question from the standpoint of a layman, and s;iy that the whole thing has 
just one base—pure spirits, chemically, common alcohol. 

Q. (By Representative Otjen.) It is a question of mi.xing, is it not?—A. Yes; 
it is a question of mixing, of preparing it. The base of the whole thing is imre 
spirit, or cliemical alcohol, not commercial alcidiol. There is a distinction between 
high-proof spirits and commercial alcohol. Commercial alcolnd is not so highly 
refined as spirits; i. e.,it has more of fu.sel oil and acids in it. The Shufeldt gin 
is a carefully prepared high-iu'ixif spirits. In the preparation tln-y liavea formula 
which is a secret with the house, or at least was a secret until tliey showed it to 
me as an officer of the court; but I soon forgot it. so that in substance it remains 
a secret yet. With absolutely jmre spirits, distilled water, juniper berries, and 
other vegetable material they make an infusion, and tliat infusion is tlie gin. I 
became convinced, in studying the (piestion with the chemist, that it was a purer 
spirit and a bettiw gin than anything that was imported. In otlii'r words, it is 
liureethyland distilled water, compounded with jnniiier lierry and other vegetable 
juices, which give it its medicinal properties. Most it not all the gin made in this 
country is made in this way. 

Q. (By Mr. PillLLii'S.) Is not pure gin made directly from juniper berry?—A. 
That IS the theory, 1 think, that is generally advanced, but I understand it is not 
the fact; it would be woi-th less than if it were made of pure corn or any other 
grain. Starch is the basis, and there is little, almost no starch, in the .piniper 
berry, while it is abundant in com and as pure as it can lie got. The standi is 
converted into sugar by the use of the malt, and then the sugar is converted by yeast 
into the spirit globule, ■which is evaporated by heat. Now, where they get the 
pure globule, or purify it, leaving it as they do in this process without the other 
chemical elements that go with it, or where the pure ethyl is obtained, I do not 
know. The cdiemists (daimed to mo that 16 chemical elements come out of the 
still in the vapor. The ethyl, or the pure spirit, is the one they want. Now, in 
the spirit made from com by the modern process they get it in its purity; and in 
going over that question I was led to believe that in Holland, where they make 
gin, they do not make it out of the juniper berry, or by our iirocess, but out of 
grain, or potatoes, or something that has .starch in it. But there tlfe junyier her- 
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ries and otlior vegetable materials are ground np and cooked with the mash, and 
are put tlirough the still by the old procos.s without any purification of the spirit. 

Q. (By Mr. JK.NKS.) When the Shufeldt distillery was purchased by the Distill¬ 
ing and Cattle Feeding Company did they not also purchase thi.s secret process?— 
A. Yes; the man that had the secret process stayed there; and they were entitled 
to it and got it. 

y. Have they made that process gen<>rally known to the other houses of the com¬ 
pany?—A. I think not. When T went into the place which they call their labora¬ 
tory I had the man show im.' how he did it, his fonnula.tho herries, roots, and 
hiu'bs that heu.sed. Hetoldme the proportions of each, how they siiparated them, 
and how they used them; it was not known outside; they kept the secret clo.sely. 

Q. Dot's not the American Spirits Manufacturing Company control that process 
now, and can they not use it in ttvery one of their ili.stilleries, if they want to?—A. 
Y'es; if thtty want to, but I don't think they wilt do it. Tliity have not as yet. 

y. Do you think it would overstock the market with that particular kind of 
gin?—A. W(dl,it is a matter of value that apjieals to tluun. There is no rea.son 
why they should give it away that I know of. One jilant makes all the gin that 
they need of that kind. 1 do not know what they have done with it. There are 
other distilleries that make gin, but f think nothing anywhere near as good as 
yimteldt gin; they certainly had not up to the time of my investigation of that 
matter. 


HKIIII.Y ItEKI.NHlI SIUUITS USKl) IN THE JUNUEA(TLIKl! OF (II.N. 

Q. Then you do not think that the claim that the great combination.s cn.ioy 
special advantages in secret processes of manufacture holds true in this particu¬ 
lar case'?—A. I do not think it doe.s in the case of Shufeldt gin, but that is lim¬ 
ited somewliat to this infu.sion. The pnxluction of the s]iirit which is the base 
of Shufeldt gin is common to them all, and is generally done by double or trebh; 
distilling. They have triple-distilled spirit which they call •• Sunbe,am,” There 
is but very little water in it. I do not renn'inber now, but I think it contains !)(i 
per cent of spirit. There is just enough water to hold the spirit in licpror form 
and jiriivent it from going to vapor. In order to demonstrate to me that it was 
absolutely pure, or as pure us it could Ix^ made, tin; chiunist dropped a piece of 
pure white (piickliine into a tumbh.'r full of it, letting it fall cjisily, so as not to 
spla.sh the spirit. The ipncklime had no more than settled on tlu^ bottom than 
the tumbler was empty, the lime having absorbed the water, allowing the si)irit 
to go oil' in vapor. Nothing remained in the tumbler but the damp slaked lime, 
which still retained its pure white color. This experiment also showed the dif¬ 
ference between the modern process of distillation ai.d the old one, where fusel 
oil and everything that comes from the still goes into the li(pior and ultim.ately 
into the stomach of the man who drinks it. I agreed with the chemist in the 
conclusion that gin made from pure spirits is the best, and that the cheap, .so 
called, common rotgut corn whisky, made from refined spirits, is the purest 
whisky that man can make. It is a mere (jnestion of palatability and age. It is 
uniialatable in the beginning, but is improved by age, so that in the end it is the 
best and is free from anything that is injurious. At least, that is my opinion, 
and it is also the opinion of a number of chemists with whom I conferred on the 
subject. 

(J. The ipiestion is suggested to me whether this was the commissary whisky 
of war times'?—A. I was not posted on distillation at the time of the war; I was 
at the other end of the line; but I am inclined to think not. Most of the whisky 
furnished the Army was jiroduced prior to the time when the new processes for 
extricating the fusel oil and the acitls were applied. Mostof the old commissary 
whisky was just weakened, rectified, high wines; yet I do know that under the 
conditions many of the men in the Anny estimated it to bo good. I have been 
informed that .some of the best made during the later part of the war was by 
the modern process. 

Q. Have you anything further with reference to the specialties of different 
plants?—A. I Imow of nothing further that I can give you oii that point, unless 
you call my attention to something. I know of no figures or data that would go 
to show that there has been any lo.ss in efficiency through lack of the stimulus of 
cranpetition. Competition has certainly lieen strong excejit for very short periods. 
The central office has kept track of tlie various distillenes—that is, the central 
office of the Distilling and Cattle Feeding Company kept track of the various 
distilleries, by means of daily reports which covered all journal entries of the 
purchase of grain or shipment of goods, and which showed the daily production, 
bushel of grain (tistilled, etc. The quality and character of the output 
depended largely on the trade, the I'ustomer giving notice if the goods received by 
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him wore satisfactory. The company also hail inspectors visitinK and checkins 
the vaiions plants, and samides of sood.s were sent to the head office from time to 
time. 

THE niS'l'KlDUTI'.KS OF THE DISTILLINO AND CATTLE FEEDING COMPANY. 

The Distilling and Cattle Feeding Company sold only to special agents who 
were known as di.strilmters. A list of these distributers is given on the back of 
till! rebate voucher used liy the Distilling and Cattle Feeding Company. A copy 
of the rebate voucher and a list of the distributers is given in Exhibit 4, which I 
jireseut to you here. 

EXHIHIT 4. 


[Face of voucher.] 


Pkouia. Ijj-.,- 1 • No.-. 


Subiei^t to tbo conditions named liorciu, and for tlio purposo of soi’iirintf th<i continuous patrmi- 
atfo of thoi within-iuiTncd purchrt.stn', the succ(‘s.sors un<l assijjiis of tho samo, for its products, 
tho 


DISTILLINt; AND CATTLE FEEDING CO., 


Six months from tlic date of this purohjise voucher. 


Will pay to-, of-» purchaser —,-dollars ($-) 

BtdnK a rolmto of 7 cents per proof ^fallou on —— nrixif Rallons of tlm Distillinf? and Cattle 
Feodiuir (’ompany's product purchastsl this day. I'liis vomdior will Imi valid and payable only 
upon conditiem that tho abovo-tuimcd imr< ha.scr, tho suticcssors ami HH.sif?nH i)t Um Hiiuio.froni 
tho dato of this vouchor to tho tiiuo of its payment, shall have Ix.UKht their supply <>f such 
kinds of ko^kIs as arc produced by tho Di.stUliiiK' ami Cattle Feeding' Company, and aU com¬ 
pounds thereof, oxi-lusivt.dy of om* or more of tho floalors named on the back hereof, until 
furthernotiflod, and shall also have subscribed to th<^ cm-tillcate on tho l>ack hereof. 

DlSTlbblMJ AND CATTI.K FKKPINO Co. 

By J. B. Gukknhut, J*rrsi<h-iit. 


When due forward to the (ii^niian-Aiuerirnn Kotioudl hank of Peoria, HI., where this voucher 
is myable without exchange or otiior cliargo. 

StamiH-'d across face: Not transferable nor nogotiabl<\ 


lBack<4f vouchor.] 



Dated --• 

James A. Webb & Hon. Now York. N. Y. 
Curtiss & Co., Now York, N. Y. 

Thomas B. Korr. Now York. N. Y. 

Ross & Keany. Now York, N. Y. 

J,L.Hasbrouck&Co..New York.N. Y. 
Eastern Distilling ('o. and Ridgewood Ib ihs- 

.Y. 

E.N.Cook Co..Buffalo, N. Y. 

Columbia Distilling Co,, All)any,N. \ 

H. & H. Reiners, Brooklyn, N. Y. 

Carstairs.McCall & (’o..Philadelphia.Pa. 
Dougherty & Downs. Philadelphia. Pa. 
Nicholas J.Grittin,Pliiladelphia.Pa. 

Charles S. Iluhs, Philadelphia. Pa. 

Boyle & McGlyTm.Philmfelphia.Pa. 

Beattie & Hay, Philadelphia. Pa. 

Empire Distilling ('o . Boston. Mass. 

D. T. Mills & Co.. Boston. Mass. 

A. L. Webb & Son. Baltimor*-. Md. 

James Walsh & {>>.,Cincinnati,Oliiiu 
Maddux,Holmrt & (’o..Cincinnati.Ohio. 
Millcreek Distilling Co., Cincinnati.Ohio. 
Union Distilling Co. j Cimrinnati, Ohio. 
Hoffhoimer Bros.,Cincinnati.Ohio. 

Elias Block & Sons, Cincinnati, Ohm. 

Freiberg & Workum, (Mncinnati. ()h io. 

Tho Old ’76 Distilling Co.,Cincinnati, < diio. 

W W Johnson & Co., Cincinnati, Ohio. 


tilling Co.,New York.N. i. 
Geo.'^Kidd <fe Co.,Now York,N 


i Henry W. Smith & Co., Cincinnati, Ohio. 

' Hirsc-h.Loi'wenstein & Levi,(-incinnati, Ohio. 

Fleisohinann & C’o., Cincinnati, Ohio. 

I W. L. Weller 6c Sons. Louisville. Ky. 

Terre Haute Distilling C;o.,T((rro Haute,Tiid. 

< 'Ihciigo Distilling (^i.. Chicago, Ill. 

I'nited St^ites Distilling Co.,Chic.agp,Ill. 

Aliel, Aim's & Co.,Chicago.III. 

Euipiro Distilling Co.,Chicago, Ill. 

The River<lalo Distillery.Chicago. Ill. 

Henry H.Shufeldt & Co , Chicago, 111. 

'I'lie Calumet Distilh'.ry, Chicago, III 
(!oriiing & Co.. Peoria.III. 

H. Schwaliacher, Peoria, 111. 

•Tohn Moimu’s & Son. Milwaukee, Wis. 
National Distilling Co.,Milwnuko<i, Wis. 

The St. Paul Distillery. South St. Paul, Minn. 
Mouml City Distilling Co., St. Louis, M(». 
Teuschor & ('o., St. Louis, Mo. 

Mound (hty Distilling Co., Kansas City, Mo. 
lUfr & Co..Omaha.Nobr. 

Lilienthal & Co.,San Francisco,Cal. 

J.& A. Freiberg, Cincinnati,Ohio. 
Mihalovitch, Fletcher & (Jo..Cincinnati,Ohio. 
Rheinstrom Bros., (diicinnati, Ohio. 

Tho Cook & BornheimorCo.,Now York.N. Y. 
Tho Wm.Borgonthal Co.,Milwaukeo,WiH. 


THE VKICE OF SPIIU'rS. 

Q Were the priceH fixed hy tlie Distilling and Cattio Feeding Company iipon 
its products unifonn tlirouglnmt diffeient sections of the country?—A. There 
was some difference in price In different markets, because of neameSS or remote- 
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ness of the source of production, but outside of that their jirices were very uni¬ 
form. They did not, however, hold the market, except for a while. Other 
distilleries ^ew up around them like mushrooms in the night. A. number of 
men sold distilleries to them for stock, and then sold their stock and built more 
distilleries. In some cases the company bought 2 or 3 distilleries from tlio same 
parties, and finally distilleries were built faster than they could buy them. 

Q. Was the competition resulting from the high price fixed by the company 
the real cause of the difficulties into which it finally fell?—A. That, together 
with speculations in the stock of the company, was very largely the cause. The 
stock was listed in New York, and men interested in it speculated in it and failed 
to hold its value up. 

Q. How much was the price advanced under this combination?—A. I do not 
remember. 

Q. Have yon a list of the prices?—A. I do not think I followed the prices of 
the stock. 

Q. I mean the prices of the products?—A. I will give that to you. The .stock 
was down, I think, to about 74 or 8 at the beginning of the receiver.sliip, and dur¬ 
ing the receivership it went back to about 22 or 2:i. The distilleries that were 
bought in by the new company were purchased practically on the basis of 284 for 
the stock. 

THE I4EBATB SYSTEM. 

Q. Going back to the rebate system, what, on the whole, do you think was its 
effect on the binsiness? The reliatc (tertificato you have offered in evidenc(^ pro¬ 
vided for a rebate of 7 cents per g.allon; in addition to that was there another 
reb.ate to the distributer?—A. The distributer had 2 cents a gallon. 

Q. So tlmt 9 cents on the whole was withheld for (i months. What was the 
general effect?—A. I do not think its effu(;t was good. It demoralized the trade 
and created bad feeling among the customers, so that there was a geiu'ral dis])o- 
sitioii to get out of it. I think the rebate system was started at a time when the 
company liad almost entire control of the market, and when it looked as though 
it would get complete control. There was no alternative tor buyers except to 
start distilleries of their own, and so they submitted to it, but .always regarded it 
as a great burden. 

Q. Did the company institute the rclnato system solely for the purimse of con¬ 
trolling the output?-A. Yes; they went to a customer, and in t(u-nis, either 
expressed or implied, told him that he might stay in the business if he would let 
them supply him with goods. Some of the di.stributers had a very large business. 
If they desired to continue in it they could do .so only under the rebate system, 
for if they refused they would be left without a supply, the company having sub¬ 
stantial control of all the plants. Having once got in, however, the system 
became burdensome, because it was not long until new houses commenced com¬ 
peting and underselling the company in the market. 

Q. Is the feeling among wholesalers with reference to the rebate system so 
hostile that, on the whole, they will give preference to independent distillers who 
operate without this system?—A. I think ithiirdly poswible ever to start the rebate 
system ag<ain, at least within the memory of the mm who had experience with it. 

Q. Yon are informed, then, that the Americ<an Spirits M.anutacturing Company 
has not adopted the rebate system?—A. They have never thought of that, and I 
do not think they ever will. My understanding is, from conferences I have had 
with the officers, that they will not attempt it. There are two things tha* they 
will avoid—first, the rebate system, and, second, any attempt to control the 
market in order to hold the price above what it ought to be. 

THE MARKET MAY BE CONTROLLED BY CHKAPENINO I’ltODUOTION. 

On the contrary, they will seek to control the market by cheapening the cost of 
production. That is the only way, in my opinion, they can ever do it; and I do 
tlnnk they can do it in that way. 

Q. Do you remember whether the old Distillers and Cattle Feeders’ Trust, so 
tar as the officers are concerned, made any attempt along that line?—A. Not very 
much; I did not find any conspicuous evidence of it in the records. The tendency 
seemed to be the other wav. Thev tried to increase the price .and corner the 
market. 

Q- ***> it was the officers themselves who tried to push prices up as well as 
the stockholders?—A. Yes; after the concern reached the point where they con¬ 
trolled a large proj)ortion of the output of spirits. I think that is really where 
they made their mistake. If they had depended on controlling the market by 
cheapening the product, they would have secured control and kejjt it. If the 
present company continues to do that, the chauces are they will get it yet. 
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METHODS OP DRIVINO OUT COMPETITION. 

Q. Did you find any evidence that the company sent agents into special local¬ 
ities to make prices low enough to the customers of competitors to drive them 
out of business?—A. I think that is probable; that is one of tlu; common tricks 
of the trade, and those gentlemen are experts at it. But I must say that these 
distributers are as a class the ablest and straiglitest set of meii I ever came in 
contact with. They are intelligent and honest. 

Q. Of cour.so my (piestion applies to the company and not to the distributers.— 
A. The company resorted to the same methods to get trade. 

C^. Did you find other sharp practices for the purpose of getting rid of com¬ 
petitors besides that of cutting pri(;es?—A. I do not think any methods were 
employed outside of the ordinary ones among competitors, but I did not go into 
the details of that (piestiop. There had been a very sharp fight in California, and 
special rates were offered there by the company. When I took charg(! there was 
an outside distillery that had been built uj) by parties who had sold their original 
plant to the trust and who were e.stablislnng a trade and securing customers out 
there, so that the distributers of the Distilling and Cattle Feeding Company wore 
being crowded out of the market. It was one of the first problems I met, and 
one of the first I acted upon, which I did, of course, considering the circumstances, 
in a very mild and ecjuitable manner. 

■METIIOU ADOITEI) UY THE HECE1VKK. 

Q. Have you anything further with reference to cutting prices?—A. No; nothing 
mort). That method is practiced right along. To be entirely frank, when I dis¬ 
covered the condition of alfairs in California 1 called in men of experienci; in 
that line and wanted to know what would .s(‘ttle these gentlemen and bring them 
down to work. They s;iid, “ T;ike their customers;" so I gave an order to take 
them, and lowered prices. Tln.'y cut just below my rates. I had a large stock on 
hand and iiroiwised to take the customers. They didn't get the customers in the 
end and soon came to terms. That is the ordinary method of doing business. 

Q. (By Mr. Kennedy.) The independent bouses came to tenns'?—A. Yes; they 
had some trade there. They were trying to get tr:tde by underselling. 

Q. They were just following the practice of the trust'?—A. .lust exactly, sir. 

tj. (By Mr. .Jenks.) Then the Distilling and Cattle Feeding Company simply 
beat them at their own game'?—A. That, of course, .seems to be the fact. It was 
merely the question of holding the goods on hand until tluiy depreciated in value 
or letting them go off on some other market. 1 thought better to just cut prictis 
right then, and did .so. I knew the opposition would have to .shut up their distil- 
l(Ty in a few weeks if they keirt on, tor I should have emptied all the warehouses 
on the market. They soon came to the conclusion that it wotild be best to hold 
prices above the cost of prmluction. That is a common method of settling con- 
trover.sies of such a character. 

Q. You think it btdter to sell at a fair price'?—A. Yes; not an exorbitant prict;, 
but one that will give a fair living profit. When a man produces goods and sells 
them l)elow cost of in-oduction he is not doing a fair business, and the only way 
to make him do .so that I know of is just simply to cut a little below him. In this 
ca.se I deemed it expedient. My compiditor soon found that he was spending his 
capital and that I was taking care of property which I should have had to sell 
at marshal’s sale ultimately, if not otherwise disposed of, and which would not 
have brought one-half the market value. 

Q. (By Mr. Fakquhak.) You mean that your competitor was either spanding 
his own capital or cheating his creditors'?—A. Yes. 

Q. (By Mr. Kennedy. ) You sold liclow the cost of production, then, in order to 
bring him to time?—A. Yes; I sold below the cost of production, but there was 
nothing secret about it. It wasopen.and I madeit perfectly idain to him. When 
he fixed his price, I made a price, I think, 3 emits a gallon under his and notified 
him that when he came down to that price I would go 2 cents lower, and keep 
going until I had empted the warehouses. He seemed to think that I would do 
It. I held this trade alone, however. 

Q. (By Mr. Jenks.) Was this method followed by the old trust in order to 
drive competitors into combining with them'?— A. 1 think it was. 

Q. The result, then, in certain cases was the same as in this case where you and 
your competitor practically agreed upon prices?—A. That is it. Each man knew 
of the product of the other companies. Ho saw what was a reasonable profit and 
knew what prices must be secured in order to obtain’that profit. By common 
consent we agreed to sell in that way. The competitor had his customers and 
supplied them; we had ours and supplied them. If he took our customers by 
cutting prices, we took his in the same way. 
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SECEIVBK A»D OOMPETITOBS FIXED PEICB8 ACCOBDINO TO THE PRICE OP COEN. 

Q. So yon practically combined on prices?—A. Yes; practically so. Later on 
there was a Joint agreement. 

Q When you say “ Joint agreement,” do you mean between you and all your 

com'petitors?-A. Yes; nearly all of them. ^ ^ v ^ „ 

Q liien, allowing for difference m freight rates, you kept prices substantially 
uniform throughout the country?—A. Yes. The prices were not arbitrary; we 
had an agreement by which the price was fixed according to the cost of produc¬ 
tion. The average cost differed in different plants, probably from one-half to 11 
cents. We took an average and tried to obtain from 11 to 2 cents profit. The 
cost of production was based upon the price of com at the time. As com went 
up the price of spirits went up, and as corn went down the price of ^irits went 
down at the rate of one-half cent a gallon for every 2 cents vaiiation in the price 
of com. All agreed to abide by that, and, as a rule, they did. It fared well for 
a whilei but they did not stand long to the agreements. 

Q If prices had been fairly maintained upon the basis which you fixed, what 
dindeuM did you calculate to pay ?—A. I have no recollection on that, but I was 
not calculating to pay dividends. It was a question of handling the goods and 
getting out of business as soon as possible. My calculations were not based at 
all upon dividends upon the capital, bat wholly on the cost of production. 

Q. But were not the other parties to the agreement counting on making some 
money, so far as their plants were concerned?—A. You can calculate that on the 
cost of production; the amount of capital does not cut any great figure; if you 
make from 1 to U cents a gallon on spirits you can compute what the profit will 
be. It varies, of course, according to the cost of production, and that varies 
according to the price of com. We followed the board of trade price of No. 2 
corn on the Chicago market. If No. 2 corn went up 2 cents, the market price 
of spirits went up one-half cent. I think that is the rate; my figures may be 
wrong, but the method is all right. The profit would bo determined according to 
the number of bu.shels mashed, and would bear no relation to the amount of 
stocks or shares outstanding in the distillery that mashed. 

Q. (By Representative Otjen.) About how long did this understanding as to 
prices continue in operation, or was it lived up to?-^A. It was made some time 
in February of 189.5 and continued until some time in July, probably about 5 or 
6 mouths, when the stock speculations in New York broke it up. 

Q. Did you find the arrangement beneficial?—A. I think it was, or I should not 
have gone into it. I was an officer of the court; I studied things in all aspects as 
an officer of tbe court charged with the preservation of the property intrusted to 
my care. I think it was beneficial and fair. I think it was honest. I think I 
was perfonning my duty in looking after that trust property. 

It made some profit for the interests I represented, but not much. Its best effect 
was in preventing heavy losses, which without it would have been inevitable. 
They had an umpire who watched the markets; and when com went up, he raised 
the price of spirits to correspond by sending out telegrams. In other words, I was 
the umpire, and being tbe officer of the court and having no interest, the other men 
thought I would likely be as fair about it as anybody else. When the price of 
corn rose I sent out telegrams to all these men that spirits had gone up, and when 
it fell I notified them that spirits had gone down. In a word, I fixed and named 
the price. 

Q. (By Mr. Kennedy.) Did the market keep you pretty busy sending tele¬ 
grams?—A. No; the markets did not fluctuate often. A 2-cent fluctuation at 
that time was very rare; there was no complaint. I followed the market and 
the results were satisfactory, but the profits were only moderate; they probably 
did not average more than a cent a gslllon. The important thing it did was to 
prevent the sacrifice of the large stock on hand. 

HOW THE PRICE AGREEMENT WAS BROKEN DP. 

9' (By Representative Otjen.) Will you explain in what way the stock specu¬ 
lation broke up this arrangement?-A. Yes; one of the independent distillers who 
went in with us and found a fair market was induced by the shorts on the stock 
market to make an option to sell Ins distillery and break up this commercial 
arrmgement. They paid him for this option and to apply on the purchase of his 
distillery at a high price, $50,000. He invested this money with them on the short 
side of the market in the Distilling and Cattle Feeding Company's stock, and 
then made a cut in prices to break up the receivership of the whisky trust so that 
tfe goods on hand would produce no assets and the price of the stock go'down. 
When this arrangement was completed he out loose and commenced selling 
83a-14 
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goods on the market at a losSj intending to make more out of the stock sold short 
than what he lost on his business. The balance of us held fairly well together. 
He cut the price as much as 3 or 4 cents for a time. I cut 2 cents below him; 
but he soon run short of goods. The stock market dropped for a while and then 
rebounded above where it had been before, causing him a heavy loss in the stock 
market and also in the business. I sold to his customers below his lowest prices 
and in a little while I persuaded him to come back again. 

Q. You persuaded him to come back?—A. Yes; moral suasion. 

Q. (By Mr. Jenks.) Do you remember the date of this?—A. It was some time 
in July, 1895. There was a break at the time in the stock market; but it recov¬ 
ered again—at least, I think it did. Idid not followthe stock market; I attended 
to my receivership and endeavored to find customers for the gooiis on hand and to 
transfer the property and get it out of the hands of the court. The big fight was 
made in trying to prevent the sale of the property under an order from the court 
and allow the new company to organize. I was using my friends in holding the 
trade and everything together until the new company could get organized and 
until the court ordered the sale. The heaviest part of the fighting was in the 
courts to prevent the sale, because if the receiver of the courts had to go into the 
new distillery year it would have been destructive. There was the problem of 
feeding cattle which had to be met. It would have required not less than 20,000 
cattle to eat up the slop that otherwise would be wasted. The sale was made on 
the 14th of August, 1895. Some of the distilleries were still running. The point 
I had made was to get the property out of the hands of the court and into the 
hands of the new company with the trade intact, so that they could take the cus¬ 
tomers and go ahead and buy the plants and run them. I will give you a list of 
the plants they bought. 

QUESTION OF DISTKIBUTERS AND REBATES (RESUMED). 

Q. Was the number of middlemen lessened by the combination?—A. As a rule, 
anyone who purchased a caiload of goods at a time and a reasonable number of 
carloads iier month could be made a distributer, so that I do not suppose the 
number of middlemen was lessened at all. The list on the back of the voucher 
(Exhibit 4) is a list of the large dealers in the country. A small dealer could 
not become a distributer for the company. The company dealt only with the 
large dealers throughout the country. All of them who wished to, and most 
of them did, got in as distributers. The company fixed the price at which it 
would sell to the distributers, the distributers themselves detennining the price 
at which they would sell to their customers. The terms are shown on the rebate 
voucher in Exhibit 4, and the forfeiture of the rebate voucher depended upon 
exclusive buying from the Distilling and Cattle Feeding Company, or its agents, 
and not upon the question of price. The rebates allowed were 2, 5, 6, 7,8, and 9 
cents for the exclusive trade. My recollection is that at one time there were 
only 2 rebates, although there may have been 3. The 2-cent rebate was a rebate 
to the distributers, for which no voucher was issued; they were simply credited 
with 2 cents on each gallon purchased during tlie month, and at the end of 5 
months this was refunded. The distributers sent a list of their sales to*the office 
of the Distilling and Cattle Feeding Company, giving the name of the purchaser 
and the number of gallons of goods, the Distilling and Cattle Feeding Company 
iasuing one of these vouchers on each purchase, the voucher being payable at the 
office of the company in 8 months. I offer here Exhibit 5, showing the amount 
collected and refunded in rebates for the years 1892,1893,1894, and 1895. 

Exhibit 5.—Statement of rebates for years ending March SI, 1S9S, 1S9S, 189i, 
and 10 nwnths ending January SI, 1895, 


Year ending March 51, 180i. 

Gallons. 

14,788,493.93, at 9 cents. 

^,830.81, at 8 cents. 

33,983,708.16, at 7 cents. 

60,075.20, at 6 cents. 

815,8M. 08, at 6 cents. 

830,644.70, at 2 cents. 

Shufeldt, 2,961,406.06 . 

Rlverdale, 078,384.01. 

No rebate, 2,064,941.83.... 


46,001,717.93.t 

Less amoant refunded. 


$1,839,164.46 

8,946.43 

1,676,866.87 

4,144.53 

16,794.70 

10,410.89 


77,887.86 


8,279,062.68 

44,031.21 
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Exhibit 6.— Statement of rebates for years ending March St, 1392, 1S9S, isoi, 
and ten months ending January 31, IS95—Continued. 

« ,, Year ending March 31, W3. 

Gallons. 

37,333.097.84, at 9 cents.$3,360,032.81 

113,563.07, at 8 cents. 9.084.29 

811,881.26, at 7 cents. 66, SJl. 09 

007,481.96, at 2 cents. 4,149.64 

Shufeldt, 8,460,861. «l. 

Eiverdale, 947,219.41 . 73,003.06 


No rebate, 2,218,338.63.. 

45,087,634.37 . 
Less amount refunded . 


3,683,1 

Year ending March SI, ISSh. 

27,610,388,'06, atooonts. $2,475,9 

36,9i)7.19, at 8 cents. 2,9 

1,189,664.04, at 7 cents. 81,1 

289,814.80, at 2 cents. 4.7 

2,688,768,66. 170.7 

958,911.04 . 83,5 


Shufeldt, 2,688,768,66. 
Rivordale, 958,911.04. 
No rebate, 1,21,3,667.42 . 


Lees amount refunded. 


1,708,150.70. 2,819,1 


Gallons months, ending January 31, isos. 

9,352,108.' 54, at 9 cents. $841,689.77 

468,146,92, at 7 cents. 31,101.28 

5,220,261.88, at 2 cents. 104,405.24 

Shufeldt, 1,424,691.15 .-.. 92,897.49 

Rivordale, 58.5,421.16 . 30,060.10 

No rebate, 1,308,795.20. 

18, ,347,424.79 . 1,100,982.88 

Less amount refunded. 13,480.24 

1,087,602.64 

Further information regarding rebates is as follows: 

The 3-oent rebate was 2 cents paid to distributers at the end of .I months from 
the date of purchase, this rebate being a continuance of the rebate inaugurated 
under the old trust arrangement, and was continued until January 38, 1895, the 
date of the pas.sing into the hands of the receivership. 

The 5-cent rebate applied only to the distributers’ customers or wholesale deal¬ 
ers, being allowed to them on their purchases from distributers, and due 6 mouths 
after date of purchase. This was instituted on May 25, 1890, and continued until 
November 25,1891, when there was an advance of the voucher rebate to 7 cents. 
This continued until about the last of September or first of October, 1894. The 
exact date of the discontinuance is not obtainable. 

There was no regular 9-cent rebate, it being made up of the 2-cent distributers’ 
and 7-cent customers’ or wholesale dealers’ rebates. 

SELLING PRICE OP SPIRITS. 

9' (By Mr. J enks. ) What have you to say to the question of the average selling 
prices of the chief products?—A. Exhibit 6, which I present here, gives the aver¬ 
age net price received tor spirits for each (juarter, from April 1,1891, to January 
31,1895, and also the average cost of production during those years. 

ExmmT^.—Average net price, i.e., without the tax, of spirits per gallon for each 
quarter and each year; also average cost of production for each year. 

Fiscal years ending March 

31— monthslr,_, 
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PRODCCTIOK AND COST OF SPIRITS. 

Q. Does that period cover the time of the Distilling and Cattle Feeding Com¬ 
pany?—A. It does. Exhibit 7, which I present here, shows the production and 
cost per gallon at the various running houses of the Distilling and Cattle Feed¬ 
ing Company for the years ending March 31, commencing in 1891, and continu¬ 
ing xmtil the beginning of the receivership. It is impossible fb give the aver¬ 
age monthly price paid! for the raw material used, there being no statistics kept 
on that point. It would take several months to complete reliable data. 

Q. Have you any figtfres that cover the period before the Distilling and Cattle 
Feeding Company was organized?—A. During the period of the trust? 

Q. Yes.—A. I have no such statistics; the papers are all gone,. 

Exhibit 7.—Comparative statement: Gallons produced, cost per gallon, and profit 
or loss for fiscal years'ending March SI, 1S91, ISO'S, 1803,1894, and 10 months 
ending January 31, 1895. 


Name. 

Fiscal year ending Mar. 81, 
1891. 

Fiscal year ending Mar. 31, 
1892. 

Gallons 

produced. 

Cost 

per 

gallon.| 

Profit or 1 
loss. 

1 

Gallons 

produced. 

Cost 

per 

gallon. 

Profit or 
loss. 



Cents. 



Cents. 


The Manhattan Distillery. 

8.187.434 

12.77 

$306,232,79 

1 2,427,486 

14.35 

$143,580.28 

The Northern Distillery. 

1 8,227.050 

12.70 

822,784.64 

1 2,718,022 

14.38 

103.187.72 

The Great Western Distillery. 

1 7.172,544 

12.30 

771,576.13 

i 5.417,988 

14.10 

4(r7,431.00 

The Woolner •Distillery. 

6,077,580 

12.36 

701,110.96 

, 6,042.524 

13.85 

865.459.07 

The Monarch Distillery. 

! 3,3l»7,762 

16.30 

257, .586.28 

1 5,087,570 

15.27 

823,857.22 

The Barker Distillery. 

2,847,670 

12.82 

246,011.10 

1 2,098.887 

15.07 

124,351.26 

The Peoria Distillery. 

The Hamburg Diatillerv. 

0 

0 

0 

0 

0 

0 

881,194 ; 

10.44 

! 65,697.78 

1,.'105,519 

151.80 

03,271.13 

The Entenjrise Distillery. 

The Star Distillery.. 

0 

0 

0 

0 i 

0 

0 

0 1 

(1 

0 

0 ; 

0 

0 

The Crescent Distillery. 

The Consolidated Distillery.' 

0 1 

0 

0 

0 i 

0 

0 

5.248,818 i 

18. ai 1 

532.391.50 

3,906,400 

15.51 

218,800.44 

The Stem Distillery. 

99.574 

18.29 ' 

8,(131.29 

08,14;i 

17.06 

2,274.86 

The Maddux & Hobart Distillery.. 

285.021 

14.44 

5,363.20 

i 17,870 

81.08 

2,892.21 

The Latonia Distillery. 

814.578 

10.90 

39,781.18 

: 632,229 

19.72 

18,301.73 

The Shufeldt Distillery. 

0 

0 

0 

2,854,204 

14.92 

229,823.22 

The Calumet Distillery. 

0 

0 

0 

1 2,537,010 

15.26 

117,847.16 

The Rlverdale Distillery. 

008,178 

21.57 

80,058.46 

I 981,010 

23.80 

51,128.54 

The Pbcenix Distillery. 

1.256,8;B ' 

15.40 

87.944.55 

0 

0 

746.71 

The Missouri Distillery. 

1,455,«>5 

14.83 

184,717.89 

1,471,904 

16.60 

77,842.88 

The Central Distillery. 

0 

0 

0 

0 

0 

0 

The Wabash Distillery. 

The Willow Springs Distillery_ 

4,068.161 

12.80 

449, .313.76 

3,802,5140 

14.68 

237,729.70 

2,8.55,788 

12.40 

3(K>.210.07 

2,506,907 

14.81 

161,089.04 

The Nebraska’City Distillery. 

0 

0 

0 

0 

0 

0 

2,776,181 

14.19 

109,563.82 

1,973,134 

15.85 

111,802.9.5 

The Des Moines Malt House. 

0 

0 

27,706.37 

0 

1 0 

4.774.25 

The Riverdale Distilling Co. 

Independence Distributing Co. yold 

0 

0 

0 

0 

0 

23.178.06 

0 

0 

0 

1 0 

1 0 

5,02T.81 

Independence Distributing Co.,new 
The Monarch Distillery, No.G. 

0 

0 

0 

0 

0 

0 

j 978,050 

11.30 

78,781.72 

0 

' 0 

0 

Total. 

47,149,012 

13.36 

4,479,608.39 

45,509,884 

1 1.5. ftj 

p, 780,100. W 


Fiscal year ending Mar, 31, I 

Fiscal year ending Mar. 31, 

1 


1893. 



1894. 


Name. 

• 


Cost 1 

Profit or 

Gallons 

Cost 

Profit or 


produced. 

gallon.; 

loss. 

produced. 

gallon. 

loss. 

The Manhattan Distillery. 

The Northern Distillery. 

The Great Western Distillery. 

The Woolner Distillery. 

The Monarch Distillery. 

The Barker Distillery. 

The Peoria Distillery. 

The Hamburg Distillery. 

The Enteronse Distillery. 

The Star Distillery. 

The Crescent Distillery. 

The Consolidated Distillery. 

The Btorrs Distillery. 

The Maddux & Hobart Distillery.. 

8,089,792 

2,302,381 

6,1.56,804 

6,333,093 

5.488,011 

1,471.052 

789,226 

1 1,548,445 

1 46,8.50 

306.898 
1,237,488 
3,383,232 

219.898 
482,495 

Cents. 

11.94 

13.01 

11.92 

11.90 

12.77 

12.61 

12.29 

12.88 

25.96 

18.01 

11.98 

13.68 

15.23 1 

16.24 ' 

$173,399.14 
114,117.77 
882,268.79 
847,910.60 
281,180.38 
76,102.40 
4,835.09 
41,504.98 
6,149.68 
7,834. U 
38.839.76 
210,106.21 1 
5,768.78 i 
6,831.97! 

1,667,629 

1,474,161 

4,643,415 

2,808,883 

4,170.983 

308,400 

0 

0 

0 

199,345 
1,198,867 
2,668,037 
*167,470 i 
0 

Cents. 

12.74 

11.78 

11.35 

11.84 

12.49 

13.16 

0 

0 

0 

16.61 

12.69 
12.80 

14.69 

0 ' 

$89,82.5.63 
56,154.51 
187,704.64 
101,950.31 
120,679.83 
6,096.27 
2,586.10 
8.850.14 
' 704.82 
2,890.21 
31,870.28 
106,826.82 
2,475.09 
10,601.80 


me jnaaQUX»noDari. | | u.oo*. vj av.wi.w 

Note.—T he operation of the Nebraska distillery for 1895 would show a lose of a few thousand 
dollars exce pt for the fact that about 2^,000 gallons were tax paid in advance ol^new tax, thus 
showing theproflt above. 
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Exhibit 7. —Comparative statement; Oallons produced,cost per gallon,andproflt 
or loss for fiscal years ending March SI, 1891,1899, ISOS, 1894, and lO months 
ending January SI, Continued. 


Name. 


The Latonia Distillery. 

The Shufeldt Distillery. 

The Calumet Distillery. 

The Biverdale Distillery. 

The Phcenix Distillery. 

The Missouri Distillery. 

The Central Distillery. 

The WaiMiah DlstilleiV. 

The Willow Springs Distillery ... 

The Nebraska City Distillery. 

The St. I^ul Distfllery^.. 

The Des Moines Malt House. 

The Riverdale Distilling Co.. 

Indot>endeneeDi8tributIngCo..old 
Independence Distributing Co.,new 
The Monarch Distillery, No. 5. 

Total. 


Fiscal year ending Mar. 31, 

Fiscal year ending Mar. 31. 


1893. 



1804. 


Gallons 

Cost 

Profit or 

Gallons 

Cost 


produced. 

gallon. 

loss. 

produced. 

gallon. 

loss. 


Cents. 





1.122,729 

16.55 

$38,251.81 

755,803 

15.74 

$20.127.30 

3.471,910 

13.69 

316,260.15 

2,673,601 

12.86 

102.018.99 

1,767.4J« 

12.83 

00,194.94 

0 

0 

712.94 

1,008,214 

19.61 

8,568.21 

888,40:i 

18.41 

39.470.66 

0 

0 

50.18 

0 

0 

0 

1,538,880 

i4.o;i 

90,379.08 

182,956 

16.13 

2.338.13 

695,714 

14.03 

1,900.47 

867,848 

1.5.95 

12.245.19 

4,552,921 

12.03 

276,781.85 

2,688.237 

11.83 

76.780.47 

2,719,288 

11.81 

205.889.89 

1,162,745 

11.43 

66,768.23 

728,863 

12.23 

43,079.79 

618,253 

14.93 

2,m06 

2,254,961 

12. SI 

138,116.92 

1,731,267 

13.19 

55,408.68 

0 

0 

661.70 

0 

0 

6.698.82 

0 

0 

43,611.25 

0 

0 

2,704.03 

0 

0 

29,401.71 

0 

0 

10,5.31.42 

0 

0 

0 

0 

0 

27,863.73 

0 

0 

0 

0 

0 

0 

51,774,833 

13.81 

2,815,534.86 

:^0,510,848 

12.71 

1,005,467.74 


Ten months ending Jan. 31, 
18115. 


Name. 


The Manhattan Distillery. 

The Northern Distillery. 

The Dreat Western Distillery. 

The Woolner Distillery. 

The Monarch Distillery. 

The Barker Distillery.-. 

The Peoria Distillery. 

The Hamburg Distillerj. 

The Enterprise) Distillery. 

The Star Distillery.. 

The Crest’ent Distillery. 

The Consolidated Distillery. 

Tho Storrs Distillery... 

The Maddux & Hobart Distillery .... 

The Latonia Distillery. 

The Bhnfoldt Distillery. 

The Calumet Distillery. 

Tho Rivordolo Distillery. 

The Phcenix Distillery. 

The Missouri Distillery. 

The Central Distillery. 

The Wab^h Distillery. 

The Willow Springs Distillery. 

^e Nebraska City Distillery. 

The St. Paul DistiUery.. 

Des Moines Malt House. 

The Riverdale Distilling Company... 
Independence Distributing Co., old.. 
Independence Distributing Co., now. 
The Monarch Distillery, No. 6. 

Total. 


Gallons 

produced. 

(’ost 

I>or 

gallon 

Profit or 
loss. 


Cents. 


1,189,057 

I3.:i4 

$'48,820.04 

309. iri(J 

11.70 

'52,617.04 

2,441.7(W 

12.00 

»153,138.55 

1,;«7,«13 

11.94 

56.833.82 

2,349,142 

12.68 

19,289.25 

0 

0 

4,380.89 

0 

0 

522.50 

0 

0 

4,498.71 

0 

0 

4,190.61 

0 

0 

30,335.71 

414,020 

13.72 

12,209.76 

1,065,830 

12.92 

*47,282.28 

31,602 

12.26 

695.19 

0 

0 

3,474,90 

490,236 

14.52 

13,305.38 

1,281,545 

14.26 

*86,989.27 

0 

0 

6,218.05 

601,361 

22.29 

‘35,725.30 

0 

0 

1.113.01 

0 

0 

17,551.37 

445,032 

13.66 

*849.08 

866,6415 

12.40 

*61,851.28 

404,110 

10.96 

*22,756.70 

242,860 

12.96 

* 3:1,780.50 

908,334 

12.06 

*77,932.90 

0 

0 

1,079.14 

0 

0 

0 

0 

0 

0 

0 

0 

15,009.92 

0 

0 

_I! 

14,278,46:1 

~T^A\ 

562,303.33 


* The above houses show an Increase of profit 
were enabled to withdraw prior to the advance 


proportion to amount of their product as they 
I tax, August 38,1894. 


CHARACTER OP THE STATISTICS. 

Q. (By Mr. Kennedy.) Do these tables which you are presenting contain Gov- 
regard to this trust that have never been puwished and are 
official?—A. I think there is only one part here that is Government statistics— 
that IS the part showing the amount of the production of spirits. The other sta- 
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tistiCB are taken from the books, papers, and bills of the Distilling and Cattle 
Feeding Company. 

Q. Were they gathered under your direction?—A. No; before I took charge, at 
the time when the receivership bepn. As receiver I took possession of the office 
and all the books and accounts of the company. I had all the books and accounts 
examined by experts to determine the operations of the company from its organ¬ 
ization up to the time of the receivership. I examined into their methods of 
business, and thecharacter of the business, and particularly with reference to the 
question as to whether there had been any misappropriation of the funds of the 
corporation. I was representing, as the officer of the court, the stockholders and 
the creditors with a view to ascertaining the facts. These data were taken from 
the books by the experts. I took them first for my own use, and have had one of 
the experts m charge (Mr. E. H. Harrison) make these exhibit^which X am pre¬ 
senting to you. 

Q. (By Mr. Jenks.) You consider these statistics entirely trustworthy, being 
taken from the books of the company?—A. They are entirely reliable. 

Have they ever been publi.shed before in such fonn as this?—A. I do not 
think they have ever been published in any form, I do not see how they could 
be. There may be some things that have been published, but I do not see how 
the cost of production, for example, could have been published. The Govern¬ 
ment has nothing to do with the cost. 

Q. (By Mr. Kennedy.) Of course the Government has nothing to do with 
that; but were not most of them gathered under a sort of Government direction, 
you bein^ an officer of the Government?—A. Yes; in that sense they were. 1 got 
all of this information as an officer of the United States circuit court, being 
appointed receiver to take charge of this property and control and direct it under 
the orders of the court. The papers and books of the company were thoroughly 
examined, but not with this particular object in view. Exhibit 7 shows, as 
I have said, the gallons produced, the average cost, and the profit or loss at 
each distillery and for the whole country. Exhibit 8 shows the sales of product 
by months. 

Exhibit 8.— Comparative statement of sales by months for the fiscal years ending 
March 31,1889,1890, 1891,1898, 1893, 1894, and 1895. 


Year ending March 81— 

April. 

May. 

June. 

July. 

August. 

1889. 

2,561,552.98 
2,803,901.00 
3,526,935.34 
3,175, aw. 99 
3,963,127.81 
2,815,194.62 

3,086,291.97 

3,214,901.00 

3,990,639.44 

2,202,226.53 
2,787,200.00 
3,245,621.78 
3,149,868.6*1 
3,060,461.46 

2,392,344.46 

3.048,064.00 

3,555.995.69 

3,25.5,730.;J0 

2.935,453.81 

2,130,943.25 

2,620,794.04 
3,498,448.00 
3,543.978. (e 
3,414,721.64 
3,507,063.86 
1.745,623.40 

1890. 

1891. 

1893. 

2,887,275.08 

3,769,601.66 

1803. 

18W. 

2,623,336.62 

2,536.689.87 

1806. 

1.839,080.44 

2,024,605.54 

2,386,045.22 

2,412,095.42 

2,877,134.13 


Total. 

20,674,950.18 

21,596,641.31 

19,376,903.42 

19.730,826.95 

21.216.763.89 



Year ending Mar<;h 31— 

September. 

Octolwr. 

Noveml>er. 

December. 

1889. 

3,054.483.00 
3,282,149.00 
3,595,51<». 32 
3,820,804.65 
4,048,458.21 
2,720,478.53 
289,727.01 

3,678,630.00 
4.191,159.00 
4,016,130.96 
4,378,478.88 
4.620.890.90 
3,516.508 64 
936,402.80 

2,920,040.24 
4,200.894.00 
3,849,167.09 
4,256,375.40 
6,078,353.30 
8. .531,403 75 
1,882,428,94 

2,885,944.00 
3.899,672.00 
4,446.351.30 
4,878. .193.65 
5,1^,009.3.5 
3,428,07.5.56 
1,896.869.02 

1890. 

1891. 

1^ . 

1893. 


. 

1890. 

Total.. 

20,791,610.72 

25,247,101.27 

26,718,652.81 

26,670,214.88 


Year ending March 31— 

January. 

February. 

March. 

Total. 

1880 . 

4.473.782.00 

3.420;276.00 

3,768,672.76 

4,170,689.78 

2,604,454.33 

2,947,482.43 

1.828,037.18 

2,975,875.00 
3,208.532.00 
8.311,916.59 
4.102,003.15 
3,030,532.63 
8,347,305.46 
2,281,165.62 

3,016,346.45 

3.276.935.00 

3,887,462.42 

4.172.327.84 
3,306,286.96 
2,366,308.58 

1.434.104.84 

38,867,211.29 

40,832,220.00 

44,738,171,71 

46,681,717.92 

45,087,634.37 

33,708,180.70 

22,072,686.25 

1800 . 

1891. 

1892. 

1808 . 

1804 . 

1865 . 

Total. 

23,208,193.48 

22,276,410.44 

° 21,469,728.09 

267,967,791.24 
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Exhibit 9 shows the statistics of the Internal-Revenue Department as to the 
number of proof gallons of whisky produced in the country. Below that is a 
statement of the number of gallons of spirits and alcohol, and a small amount of 
whisky and gin, that were produced by the Distilling and Cattle Feeding Company 
during the same years. I call your spwial attention, however, to the fact that the 
statistics of the Internal-Revenue Department are not simply for spirits and 
alcohol, but cover everything that can be classed under the head of whisky or 
alcohol, namely, all the Kentucky bourbons, Pennsylvania ryes, fruit brandies, 
and every fom of liquor that was covered by the 90-cent and $1.10 tax. Exhibit 
9 is worthy of your consideration. This exhibit shows the bushels of grain used 
during 1890,1891,1893,1898, and 1894, a total of 126.787,,590, of which tliere was used 
by the Distilling and Cattle Feeding Company 4.5,804,333', and the total gallons 
OToduced, .548,492,834, of which there was produced hytho Distilling and Cattle 
Feeding Company 314,597,814. The average yield per bushel of tlie whole is 
4.326. The average yield of the Distilling and Cattle Feeding Company’s dis¬ 
tilleries is 4.685. 

EXHIIIIT 9. 


1. Comparative statement of viaterial used ami spirits produced in the United 
States duriny the fiscal years ending June .10, IS'M), 1891, 1892,1893, and 1894, as 
per report of Commissioner of Internal Revenue, 1894. 


Yeai'a. 

Bushels 

used. 

25.202,901 
20.347.W1 
26.489,827 
29,030,409 
19,716,818 1 

Gallons ' 
proilueod. 

Yield per 
bushel. 

1890 . 

107,618.120 ' 
114,170,077 ' 
112,812.723 i 
126,645.017 
87,340.897 

iiiii 

1891. 

1892 . 

1893. 

1894 .. 

Total.. 

126,787, .596 

548,492,834 

4.326 



A report showing the increase in yield by modern methods as compared with 
earlier and more primitive methods m the seventies—1870 to 1880—is asked for. 
The distilleries calculated their yields in quarts of high wines at that time. Twelve 
to 14 quarts was a good yield, me.aning 3 to 3 J gallons. At the time of the organi¬ 
zation of the Distilling and Cattie Feeding Company they were making a finish 
yield of 4.75, or a yield in high wines of 4.90, meaning 4.9 gallons. The finish yield 
now is, perhaps, 4.90, and the yield in high wines 5.05 gallons. Since the organi¬ 
zation of the Distilling and Cattle Feeding Company there has been little gain, 
except by the use of oopi)er in ail parts of the distillery in place of the old wooden 
tubs. 


2. Comparative statement of nmterial used and spirits produced hy the Distilling 
and Cattle Feeding Company during fisetd years ending March SI, 1890, 1891, 
1892, 1898, and 1894. 


Years. 

Bushels ■ 
used. ' 

Gallons 

producHid. 

Yield pel 
bushel. 

1890. 

8,481,699 1 
10,012,421 1 
9,858,873 ' 
11,025,68:1 ! 
6,425,6.57 > 

39,652,738 

47,140.012 

45,600,884 

61,774,832 

30,510,848 

4.67.5 

4.709 

4.616 

4.6il6 

4.748 

1891. 

1892. 

1893 - . . . 

t804. 


45,804,333 

214.507,314 

4.685 



Q. During that time the Distilling and Cattle Feeding Company was producing 
considerabiy less than half of the total output of the country, was it not?—A. 
Yes; less than half of the entire output; but that Government statement covers 
the whisky, which they were not manufacturing. It does not show their propor¬ 
tion of the spirits and alcohol. 
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PROFITS OP THE DISTILLING AND CATTLE FEEDING COMPANY. 

Q. Can yon mve us their iiercentage of the production of spirits and alcohol?— 
A. I have nothing here that shows what the percentage is. Exhibit 10, which I 
present here, gives the dividends paid by the DistuUng and Cattle Feeding. 
Company: 

Exhibit 10. —Dividends paid on outstanding stochi 


i 

Amount. ' 

1 

Per cent. 

April 1,1890, to March 31,1891. 

$1,300,053.40 1 
1,^,022.35 1 
874,870.80 

4 

April 1, 1891, to March 31,189a. 

2* 

April 1,189a, to March 31,189;i. 



In the beginning these were monthly dividends. Later they were quarterly 
dividends, all profits being declared in the nature of dividends, and no redistribu¬ 
tion being made to former owners, dividends being on outstanding stock. Later, 
instead of declaring dividends, they purchased property; about $4,000,000 was 
invested in distilleries. These profits were invested in the distilleries which 1 
have already mentioned, in answer to a former question, as being purchased, viz: 
Biverdale, $300,000; Calumet, $.500,000; Shufeldt, $1,600,000; Star and Crescent, 
$700,000; Central, $8.50,000, and Nebra-ska City, $435,000. The distilleries in 
Peoria, and certain of the better properties, were enlareed and kept up. 

I know of no charge for the annual depreciation. The plants which were not 
used were dismantled and the buildings disposed of to the best advantage possi¬ 
ble. The supreme court of Illinois declared the organization of the Distilling 
and Cattle Feeding Conmany a trust. 

Q. (By Mr. Jenks.) Were these distilleries on w'ound owned by the trust or 
company, or were they all on leased ground?—A. They were nearly all on leased 
ground. Their plan of operation, in substance, was to acquire ownership of the 
buildings, and lease the ground for a term of 20 to 25 years, for which they paid 
rent at the rate of 6 per cent on an estimated value of the gi’ound, which was 
revised every 5 years. 

Q. Did they continue to pay rent on the ground after the distilleries were dis¬ 
mantled?—A. Yes; they paid that until after the receivership. Soon after that I 
applied for and obtained an order from the court to abandon those properties, or 
a large number of them; they had no value. 

Q. (By Mr. Phillips.) What became of the ground?—A. It reverted to the 
owners of the fee. 

Q. Original owners?—A. The original owners of the fee. Then there were 
claims set up for the rent of the ground during the remainder of the period of the 
lease; and I think one, at least, or two of those claims are still iiending. That 
demand was resisted on the ground that the contract was void, being in violation 
of the trust laws and a restnction of trade. That was my answer in those oases, 
and they have not yet come to an official issue in the courts on any one of them. 

COURT decision on the distilling and cattle feeding company. 

Q. (By Mr. Jenks.) Did the court of Illinois decide that this company was an 
illegal combination?—A. It did. I have the case right here, and will refer to it. 
JMstilling and Cattle Feeding Company v. People. 156 Illinois, 448. In the organ¬ 
ization of the Distilling and Cattle Feeding Company it was sought to eva^e tue 
law which was infringed by the Distillers and Cattle Feeders’ Trust, whereby a 
number of distilleries put their stock into the trust, or rather put their stock into 
the hands of trustees and took the certificates of those trustees instead of their 
stock. Finding that that was in violation of the law, they then adopted another 
method, and organized a corporation under the general law of Illinois. The Dis¬ 
tilling and Cattle Feeding Company bought these properties, taking stock for the 
purpose; that is, there were $35,000,000 of certificates of the trustees of the Dis¬ 
tillers and Cattle Feeders’ Trust that were converted into ^5,000,000 of stock of 
the Distilling and Cattle Feeding Company. The point is made that the new 
effort to form a trust was faulty, because they took stock Instead of money. As 
I understand it, they now make new corporations and buy outright plants of old 
corporations by selling the stock of the new. I do not see a particle of difference 
between the one and the other. 

Q. (By Mr. Jenks.) What was done in this special case? Was a share of stock 
issuedforeachtrustcertificatethat was delivered?—A. Yes. 
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Q. Simply an exchange of one for the other?—A. Yes; of one for the other, 
dollar for dollar. 

Q. Then the trustees who had been elected by the certificate holders were 
reelected by the new stockholders as directors of the new company?—A. They 
were substantially the same set of men, though there may have been a few 
changes. In a word, the Distillers and Cattle Feeders’ Trust converted itself 
into a corporation, known as the Distilling and Cattle Feeding Company, by get¬ 
ting articles of incorporation and getting stock in that coi-poration in lieu of the 
old trust certificates. 

Q. (By Mr. Phillips.) Was that decided to be illegal?—A. Yes. The main 
question, however, is not that; it is the attempt to control the tradeof the country; 
in other words, the cornering of the market, the reaching out beyond the legiti¬ 
mate limits of one manufacturing enterprise. 

Q. (By Mr. Jenks. ) Was the decision made under a special trust law of Illinois 
or the common-law doctrine of restriction of trade?—A. The trust law of Illinois. 
It was a proceeding in quo warranto, a judgment of ouster; judgment was ren¬ 
dered by the circuit court and an appeal was taken to the supreme court. Pend¬ 
ing that appeal a bill was filed by the officers of the company for the appointment 
of a receiver, on the ground of the insolvency of the company, its inability to pay 
its debts, and the insufficiencj; of its assets. It is not clear that they were rely¬ 
ing upon the fact that it manifestly would have been unable to meet its obliga¬ 
tions when due. If it had been closed up under any other process than it was, 
the assets would have been insufficient to meet the obligations; but, as I will show 
later, the assets proved abundant. 

WHAT WOULD BE THE POSIJION OP OTHER TRUSTS IN ILUNOI8. 

Q. (By Mr. Phillips.) Would such corporations as are now being made, and 
have been for the last year or more in New Jersey, in your opinion be declared 
illegal under the trust law of Illinois?—A. I think they would not stand the test 
of the trust law of Illinois; and I do not think the exMdient resorted to in pay¬ 
ing for stock in money would help them a particle; I tnink they are all illegal. 

tj. Under your law?—A. Under the laws of Illinois. It is merely a question of 
pushing the cases to a final decision before our courts. They are all in contra¬ 
vention of the law. I am of the opinion that they would be illegal, irrespective 
of the statute, at common law. 

Q. Is it your opinion that the Sugar Trust and the Standard Oil Trust would 
be declared illegal under the Illinois trust law?—A. I do not know enough alwiut 
either of them to pass an opinion; but from the general feeling as to the way they 
are operated, I shonld say they would. It would bo too much to venture an 
opinion uixin a state of facts that I do not know. 

Q. (By Representative Livinoston.) How would these trusts of which you 
have been speaking stand under the Sherman law; would it cover them?—A. I 
think it would, but of course only such of them as come under Federal jurisdic¬ 
tion. I think it is more a matter of the enforcement of the law than the making 
of the law. 

ALL TRUSTS NOT DANOF.ROUS. 

Nevertheless, I do not regard all of these industrial trusts as dangerous, as 
some people do, because I do not think it is possible for them to exist and hold 
up prices for any long jieriod of time, as in the case of this distilling company, 
and as it would be in any enterprise that can be started with a small amount 
of capital. As I said to you awhile ago, they may start a trust and buy up a 
hundred or two hundred distilleries or factones in any other industry, but the 
only way they can keep them in operation is by keeping the cost of pi-oduction 
below what it can be kept by small concerns. The moment they reach out for 
more than a reasonable profit on the cost of production, that moment other plants 
will be created faster than any trust can buy them up. I broimht out in my state¬ 
ment this moniing the excmitional advantages of Peoria. 'There is one 13,000- 
bushel distillery there—the (Jreat Western, the new distillery. They can mash 
and put in spirits every day, when running at full capacity, 13,000 bushels of 
grain. 

Q. (By Representative Otjen.) About 60,000 gallons?—A. Nominally 60,0()0 
gallons, or a trifle under. When it comes out of the still it is higher than when it 
goes into the barrel; there is a considerable loss. My opinion is that they can put 
distilleries at Peoria and absolutely control the spirit market of America, and, bar¬ 
ring discriminating customs laws, of the world, by cheapening the product; but 
they can not do it by cornering the market and raising the price. 
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Q. (B^ Mr. Jenks.) Do the several corporations which have sold their entire 
properties to the central, or so-called trust corjioration, remain in existence?—A. 
Do you mean all the old corporations? 

Q. Yes.—A. Some of them remain in existence, but many of them have died 
out, and are forgotten. Some of them held their organization until along toward 
the last. 

RELATIONS BETWEEN THE TRUST AND THE COMPANIES ENTERING INTO IT. 

Q. Was that under the trust form?—A. Yes, under the trust form. The prop¬ 
erty yet owned in these companies, or most of them at least, that I now think of 
(my memory does not serve me just at this moment, for it is some time since I 
have been working on these details), became part of the Distilling and Cattle 
Feeding Company’s property. The buildings alone belonged to the company and 
stood on l^fised ground. The owners of the fee were generally the owners of the 
old plant. They continued to receive their rental. Now, in case of some of the 
old plants, one that I have in mind in particular, there was a purchase of the 
buildingsand a rental of the ground, and then a rerental of the buildings back to 
the original owners. That is a little complicated; let me give it to you again. 
Suppose A and B owned a piece of land with a distillery upon it. The Distilling 
and Cattle Feeding Company bought the buildings and machinery for, say, 
$350,000. They had a lease upon the ground for 35 years, the usual lease. They 
then leased the buildings back to A and B, the original owners, for $1 a year, in 
the meantime paying the annual rental on the gi'ound of, say, $3,000—1 do not 
remember what the amount was, but it w^s not less than that—in quarterly 
installments, but getting a dollar. In the lease of the buildings back to the orig¬ 
inal owners there was a stipulation that it should be used only for a specific 
purpose. 

Q. (By Mr. Philups.) Was the si^cific purpose not to distill?—A. Well, in the 
case I refer to, to distill only rye whisky. 

Q. (By Mr. Jenks.) That la, not to come into competition?—A. Yes; not to 
come into competition. To be e^licit, it was the Clark Distillery at Peoria. 
After awhile, and during my administration of the trust, the Clark Distillery, in 
the hands of the original owners, then the lessees, did start to make spirits and I at 
once applied for a restraining order upon them, held them up, and refused to pay 
them any more rent. We have not got that thing quite satisfactorily adjusted yet. 

Q. Was the restraining order granted?—A. Certainly. 

Q. Did it stop them for the time being?—A. Yes; because they had rented it for 
a specific purpose. The order still stands. Wo have not either of us come to a 
square issue before the court, because we are not certain on either side where we 
Will land. 

Q. Can you give further particulars regarding the work of the original organi¬ 
zation and its effects?—A. The original organization made contracts vrith the 
owners of the various distilling properties, leasing the ground on which the dis¬ 
tillery stood, and making a practical purchase of the building. They also con¬ 
tracted with the owners to pay them, as manager)), certain sums in salaries tor 
5 years. At the end of 5 years, which came after the organization of tiie Distil¬ 
ling and Cattle Feeding Company, the majority of these contracts were discon¬ 
tinued. The rentals were dependent upon the value of the land, which was fixed 
by a commission of 3 at the end of each 5 years. 

PLAN OP ORGANIZATION OP THE DISTILLING AND CATTLE FEEDING COMPANY. 

I offer yon here Exhibit 11, which is the articles of incorporation, bill of sale, 
and the by-laws of the Distilling and Cattle Feeding Company, covering some 
points that may bo interesting to you. 

Exhibit 11. 


APPLICATION FOR LICENSE. 

State op Illinois, Peoria County, «s. 

Isaac N. Pearson, Secretary of Stale: 

We, the undersigned, Joseph B. Greenhut, Adolph Woolner, and George J. 
Gibson, propose to form a corporation under an act of the general assembly of 
the State of Illinois, entitled “An act concerning corporations,’’ approved April 
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18,1873, and all acts amendatory thereof, and for the purpose of such organization 
■we hereby state as follows, to wit: 

1. The name of such coloration is. Distilling and Cattle Feeding Company. 

3. The object for which it is formed is to carry on a general business of distil¬ 
ling, redistilling, and rectifying hirt wines, alcohol, spirits, wns, and whiskies of 
every kind and description, and deal in the same, in the State of Illinois and 
elsewhere, and owning the property necessary for that puroose; also to engage in 
feeding and dealing in cattle and other live stock: also malting, dealing in malt, 
and doing any other business incident to the main purpose of this corporation. 

3. The capital stock shall be $35,000,000. 

4. The amount of each share is $100. 

6. The number of shares, 3.50,000 

6. The location of the principal office is in Peoria, in the county of Peoria, State 
of Illinois. 

7. The duration of the corporation shall lie ninety-nine years. 

Joseph B. Greeniiut. 

Adolph Woolneu. 

Geohoe J. Gibson. 


State op Illinois, County of Peoria, ss: 

I, J. S. Stevens, a notary public in and for the county and State aforesaid, do 
hereby certify that on the 30th day of January, A. D. 1890, personally appeared 
before me Joseph B. Greenhut, Adolph Woolner, and George J. Gibson, tome 
[lersonally known to be the same persons who executed the foregoing statement, 
and severally acknowledged that they executed the same for the purposes therein 
set forth. 

In ■witness whereof I have hereunto set my hand and seal the day and year 
above written. 

[SEAL.] J. S. Stevens, Notary Puhlic. 


license. 

State of Illinois, department of state, Isaac N. Pearson, secretary of state, to all 

to whom these presents shall come, greeting: 

Whereas it being proposed by the persona hereinafter named to form a corpora 
tion under an act of the general assembly of the State of Illinois, entitled “An 
act concerning corporations,” approved April 18,1873, in force July 1, 1873, and 
the amendments thereto, the object and purposes of which corporation are set 
forth in a statement duly signed and acknowledged according to law, and this 
day filed in the office of the secretary of state: 

Now, therefore, I, Isaac N. Pearson, secreta^ of state of the State of Illinois, by 
virtue of the power vested in and the duties imposed upon me by law, do hereby 
authorize, empower, and license Joseph B. Greenhut, Adolph Woolner, and George 
J, Gibson, the persons whose names are signed to the before-mentioned statement 
as commissioners, to open books for subscription to the capital stock of Distilling 
and Cattle Feeding Company, such being the name of the proposed corporation as 
contained in the statement, at such times and places as the said commissioners 
may determine. 

In testimony whereof I hereto sot my hand and cause to be affixed the great 
seal of state. Done at the city of Springfield this 31st day of January in the 
year of our Lord 1890, and of the Independence of the United States the one hun¬ 
dred and fourteenth. 

I. N. Pearson, Secretary of State. 

SUBSCRIPTION OF STOCK. 

Isaac N. Pearson, Secretary of the State of Jllinoia : 

The commissioners duly authorized to open books of subscription to the capital 
stock of Distilling and Cattle Feeding Company, pursuant to license heretofore 
issued, bearing date the 31st day of January, A. D. 1890, do hereby report that 
they opened books of subscription to the capital stock of said company and that 
the said stock was fully subscribed; that the following is a true copy of such sub¬ 
scription, viz: 

We the undersigned, hereby severally subscribe for the number of shares set 
opposite our respective names to the capital stock of Distilling and Cattle Feeding 
Company, and we severally agree to pay the said company for each share the sum 
of $100, as the same shall be called for. 
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Names. 

Shares. 

Amount. 

Names. 

Shares. 

Amount. 

Joseph B. Greenhut. 

Warren H. Corning. 

William N. Hobart. 

Lewis H. Greene. 

H. L.Teri’ell. 

43,TfiO 

43.750 

48.750 
43,760' 
43,760 ! 

14,375,000 

4,375,000 

4,375,000 

4,375,000 

4.376,000 

Adolph Woolner. 

Peter J. Hennessy. 

Nelson Morris. 

Henry M. Kingman. 

43,750 
43,650 
43,850 
• 500 

14,375,000 

4,865,000 

4,335,000 

60.000 


ELECTION OF DIRECTORS. 


That on the 11th day of February, A. D. 1890, at 307 North Jefferson avenue, 
Peoria, Ill., at the hour of 40 o’clock a. m., they convened a meeting of the sub¬ 
scribers aforesaid, pursuant to notice required by law, which said notice was 
deposited in the post-office, properly addressed to each sub.scriber, 10 days before 
the time fixed therein, a copy of which notice is as follows, to-wit; 


To-: 

You are hereby notified that the capital stock of Distilling and Cattle Feeding 
Company has been fully subscribed, and that a meeting of the subscribers of such 
stock will bo held at 207 North Jefferson avenue, Peoria, Ill., on the 11th day of 
February, A. D. 1890, at 10 o’clock a. m., for the purpose of electing a board of 
directors for said company, and for the transaction of such other business as may 
be deemed necessary. 

Joseph B. Gbeenhut, 
Adolph Woolner, 

Georob J. Gibson, 

Commissioners. 


That said subscribers met at the time and place in said notice specified, and 
proceeded to elect directors, and that the following persons were duly elected 
for the term of one year, viz; ^ t • rr n 

Joseph B. Greenhut, Warren H. Corning, Wm. N. Hobart, Lewis H^Greene, H. 
L. Terrell, Adolph WoOlner, Peter J. Hennessy, Nelson Morns, H. M. Kingman. 

Joseph B. Greenhut, 
Adolph Woolner, 

George J. Gibson, 

Commissioners. 


State of Illinois, County of Peoria, ss: 

On this 11th day of February, A. D. 1890, personally appeared before me, a 
notary public in and for said county, in said State, Joseph B. Greenhut, Adolph 
Woolner, and George J. Gibson and made oath that the foregoing report by 
them subscribed is true in substance and in fact. 

[SEAL.] N. E.' D. Huooins, Notary, IMblic. 

State of Illinois, Peoria County, ss ; 

I Francis G. Minor, clerk of the circuit court in and for the county of Peoria, 
and State of Illinois, and ex-officio recorder of deeds in said cminty, <lo hereby cer¬ 
tify that the annexed instrument was filed for record in my office on the 12th day 
of February, A. D. 1890, at 9.19 o’clock a. m.,aud has been duly recorded in 
book 3 on page 64, in said recorder’s office. , , , «. • n • 

In witnras whereof, I have hereunto set my hand at my office in Peona, the 

day and year alxive written. ^ „ , 

> ^ F. G. Minor, Clerk and Recorder, 

By J. P. Durkin, Deputy. 


charter. 

State of Hlinois, Department of State, Isaac N. Pearson, Secretary of State, To 
all to whom these presents shall come. Greeting; 

Whereas a statement, duly signed and acknowledged, has 
office of the Secretary of State on the Slst day of January, i 
organization of the Distilling and Cattle Feeding Company , un«3 
anoewith the provisions of “An act concerning corporations, 


been filed in the 
Sl.D. 1890, for the 
ler and in accord- 
approved April 
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18,1873, and in force Julyl, 1872, and all acts amendatory thereof, a copy of which 
statement is hereto attached; and, , ^ . , , , , 

Whereas a license has been issued to Joseph B. Greenhut, Adolph Woolner, 
and George J. Gibson as commissioners, to open books for subscription to the 
capital stock of the said company; and, , 

Whereas the said commissioners have, on the 11th day of February, A. D. 1890, 
filed in the oflace of the secretary of state a report of their proceedings under 
said license, a copy of which report is hereto attached; . 

Now, therefore, I, Isaac N. Pearson, secretary of state of the State of Ilu“ois. 
by virtue of the powers vested in me by law, do hereby certify that the said Dis¬ 
tilling and Cattle Feeding Company is a legally organized corporation under the 
laws of this State. , , , . .lv 

In testimony whereof I hereunto set my hand and cause to be affixed the great 
seal of State. Done at the city of Springfield this 11th day of February, in the 
year of our Lord 1899 and of the Independence of the United States the one 
hundred and fourteenth. 

I. N. Pearson, Secretary of State. 

This is to certify that the articles of incorporation of the Distilling and Cattle 
Feeding Company (capital stock $35,000,000) was filed for record in my office on 
the 13th day of February, A. D. 1890, at 9.19 o'clock a. m., and was duly recorded 
in corporation record, volume 3, page 65, official records of Peoria County, State 
of Illinois. ........ 

Dated at Peoria this 7th day of November, A. D. 1994. 

[SEAL.] John Johnston, County Recorder. 


BILL OF SALE. 

Whereas the holders of certificates of the Distillers and Cattle Feeders’ Tnist 
did, by resolution, on the 11th day of February, A. D. 1890, authorize and empower 
the trustees of said Distillers and Cattle Feeders’ Trust, on certain conditaons, to 
sell, assign, convey, transfer, and set over to the Distilling and Cattle Fewmg 
Company, a corporation organized under the laws of the State of Illinois, all the 
property, real, personal, and mixed, of every nature, kind, and descriptior^ and all 
moneys and bifis receivable belonging to or under the control or in the hands of 
said trustees* 

Now, therefore, in compliance with the direction of said certificate holders, and 
in consideration of the receipt of $35,000,000 of the capital stock of the Distilling 
and Cattle Feeding Company, the receipt whereof is hereby acknowledged, we, 
J. B. Greenhut, Adolph Woollier, P. J. Hennessy, H. M. Kingman, Nelson Mor¬ 
ris, W. H. Coming, L. H. Greene, H. L. Terrell, and W, N. Hobart, trustees of 
the Distillers and Cattle Feeders’ Trust, do hereby sell, assign, convey, transfer, 
and set over to the Distilling and Cattle Feeding Company, its successors and 
assigns, all our right, title, and interest in and to all property of every nature, 
kind, and description in our possession or under our control as trustees as aforesaid, 
and we also hereby agree to see that the various corporations holding the property 
represented in the ESstillers and Cattle Feeders’ Trust and interested therein 
legally and properly convey to said Distilling and Cattle Feeding Company all 
the property of said corporations, including all leasehold interests, and also to 
cause afi leases held by said various corporations to be duly and properly trans¬ 
ferred to said Distilling and Cattle Feeding Company; and the said Distilling and 
Cattle Feeding Company, in consideration of the sale, transfer, assignment, and 
conveyance of all the property aforesaid by the said tnistees and by the various 
corporations interested in said Distillers and Cattle Feeders’ Trust and repre¬ 
sented tWein, does hereby agree and bind itself, its successors and assigns, to 
assume all the outstanding contracts of the trustees aforesaid, and also of the 
various corporations conveying property to said Distilling and Cattle Feeding 
Company as aforesaid, and to see that they are faithfully carried out and executed 
to the same extent as the various corporations making said contracts would be 
required to do, and also agree to accept said property leases, leasehold interests, 
and all herein required to ne conveyed, assigned, and turned over to said colora¬ 
tion, in full payment for all the capital stock of the said Distilling and Cattle 
Feeding Company, turning over to said trustees an amount of stock equal at par 
value to the amount of swd outstanding certificates of the Distillers and Cattle 
Feeders’ lirust, and the balance of said stock being retained in the treasui^ of 
the said Distilling and Cattle Feeding Company for such use as the stockholders 
and directors thereof may deem for the best interests of the corporation. 
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In witness whereof the said trustees hereunto affix their hands and seals this 
12th day of February, A. D. 1890, and the said Distilling and Cattle Feeding Com¬ 
pany, by its president, hereby duly signs and executes this agreement on its part 
the day and year aforesaid. 


j. B. Greenhut. 

SEAL. 

W. H. Corning. 

BEAL. 

Adolph Woolnee. 

SEAL. 

H. h. Terrell. . 

SEAL. 

Nelson Morris. 

SEAL. 

WiLLUM N. Hobart. 

SEAL. 

Henry M. Kingman. 

SEAL. 

L. H. Greene. 

‘seal.’ 

P. J. Henness?. 

SEAL. 




Distillino & Cattle Feeding Company, 

J. B. Greenhut, Premdent. 

Attest; “ 

Geo. J. Gibson, Seerefari/. 

BY-LAWS OF THE DISTILLING AND CATTLE FEEDING COMPANY. 

Article 1.— Meeting of stockholders. 

The annual meetings of the stockholders shall be at the ofSoe of the company 
on the Wednesday nearest the 1.5th day of April, in each year, at the hour of 12 
m., and on any subsequent day or days to which such meetings may be adjourned. 
At the first annual meeting 9 directors shall be elected by ballot, 3 of whom shall 
be elected for 3 years; 3 shall be elected for 2 years, and 3 shall be elected for 1 
year. At each annual meeting thereafter, 3 directors shall be elected by ballot, 
who shall continue in ofllce during 3 years, and until their .successors are chosen 
and qualified. The term of office of each director shall begin on the 1st day of 
May following the date of the annual meeting. 

In case of the death, resignation, refusal, or inability to act of any person as 
director, a majority of the board may fill such vacancy until the next annual 
meeting of the stockholders, when the vacancy shall be filled for the unexplred 
term by a vote of the stockholders, separate from the class to be elected at the 
regular election. 

The said election shall be conducted by two judges appointed by the board of 
directors, or if such apiwintees are not present, the vacancy or vacancies shall be 
filled by the presiding officer of the meeting. Stockholders shall be entitled to 
one vote for each share of stock held by them, respectively, upon the books of the 
company, to be voted by the holder in person, or by his or her duly authorized 
proxy or attorney. All questions shall be decided by vote of a maiority of the 
stock present or represented. In case the annual meeting of holders of stock 
should not be held on the day fixed therefor, or should be finally ad journed with¬ 
out completing the election of directors, such election may be held subsequently 
at a special meeting of stockholders called as hereinafter provided. The presi¬ 
dent and board of directors may call special meetings of the stockholders of this 
company at its general office, at such time as they may see fit, designating in 
such call the purpose of such special meeting. .Notice may be riven the stock¬ 
holders by mail or telegraph 10 days before the time for the holding of such 
special meeting. No business shall bo done at such special meeting except such 
as may be designated in the call. Special meetings may also be called as pro¬ 
vided by law. 

Article 2.—Officers. 

The board of directors shall elect from their number a president, ond'or more 
vice-presidents, as they may determine, and a treasurer. They shall also elect a 
secretary, who may or may not be of their number. Such officers shall be elected 
by ballot, and a majority shall elect. They may also elect or appoint such officers, 
agents, or factors as they may deem necessary. 

Article Z.—Meetings of directors. 

Regular meetings of the board of directors shall be held each month, on such 
day of the month as the president may designate, by giving notice of the same 
8 days previous to the date of such meeting by mail or telegraph. Special 
meetings of the board of directors may be held upon the call of the president, and 
it shall be his duty to call special meetings upon the request of 4 or more of the 
directors. Written or printed notice of all special meetings of directors, with a 
brief statement of the object thereof, shall be served on each of the directors per¬ 
sonally, or by mail or telegraph, at least 3 days previous to the tin^ df meeting. 
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Article i.—Order of btmnesD. 

The order ol business at all meetings of the board of directors shall be as fol¬ 
lows: (1) Reading minutes of last meeting; (2) considering all communications 
to the board; (3) reports of officers of the board; (4) reports of committees; (5) 
unfinished business; (6) original resolutions and new business. 

Article a.—President. 

The president shall, when present, preside at all meetings of the stockholders 
and of the directors. He shall, together with the secretary, sign all obligations, 
contracts, deeds, and leases in behalf of the company, upon the direction of the 
directors only. The president .shall also generally have the powers and iierforra 
the duties which, by law and general usage, appertain to the ofBce. In case of 
the absence or disability of the president and vice-presidents, the diiectors shall 
appoint another one of their number to perform his duties ad interim. 

Article 6 .— Vice-president. 

In the event of the absence or inability to serve of the president, the vice- 
presidents shall perform all the duties of the president, in the order of their desig¬ 
nation. 

Article 7.—Secretary. 

It shall be the duty of the secretary to prepare and keep proper books of accounts 
pertaining to his office, the stock, certificate and transfer books. He shall give 
notice of all the meetings of the stockholders and of the board of directors, and he 
shall keep records of the proceedings of the same. He shall carefully preserve 
and keep in his custody, in the office of the company, all letters, contracts, leases, 
assignments, and other instruments of writing, and documents not properly 
belonging to the office of the treasurer, and shall perform snch other duties as he 
may be charged with by the board of directors. The board of directors may 
appoint one or more assistant secretaries, with such powers and duties as may be 
fixed by the board from time. 

Article 8.—Treasurer. 

The tre.asurer shall keep full and accurate accounts of the receipts and dis- 
bnrseinents, and take and preserve vouchers of all moneys paid out. He shall 
deposit all moneys received by him in the name and to the credit of the company 
in such bank or other place or places of deposit as the board of directors shall 
designate, and for tliat purpose shall have power to indorse all checks or other 
negotiable paper drawn payable to his order or to the order of the company, and 
shall disburse all the moneys of the company received by him as directed by the 
board, by checks, which shall bear his signature as trc<a8urer and also the signa¬ 
ture of the president or other officers designated by the board. He shall render a 
full and accurate statement of the accounts and of the financial condition of the 
company at every annual meeting of the stockholders for the fiscal year next pre¬ 
ceding such meeting, and a correct summary statement of the accounts and 
finances at every regular meeting of the board of directors, and he shall likewise 
produce vouchers and make special and complete reports whenever required to 
do so by the board of directors. He shall also perform such other duties as he 
may be charged with by the board of directors. The treasurer shall execute a 
bond in the sum of $100,000, with snch surety as the directors shall approve, con¬ 
ditioned for the delivery to the president, or according to the order of the board in 
case of his decease, resignation, or discharge, all moneys, bonds, evidences of 
debts, vouchers, accounts, books, writings, and papers belonging to the company 
received by him or in his possession, charge, or custody, and for the faithful per¬ 
formance of all the duties of his ofSce. The board of directors may appoint an 
assistant treasurer, who shall give such bond and shall have snch powers and 
duties as may be fixed by said board from time to time. 

Article 9.—Government papers. 

All papers required by the Internal-Revenue Department of the United States 
Government may be executed in the name of the company by the president, or 
any of the vice-presidents, secretary, or treasurer, and oy such other persons as 
may from time to time be designate by the board of directors tor that purpose. 
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Aeticlk Id.—Certificates of stock. 

Bound books of oertiflcatea of stock of the form and tenor determined by the 
directors shall be placed in the custody of the secretary, and all certifloates of stock 
shall be signed by the president and secretary and countersigned by the tr^urer. 

Article 11.—7Vans/cr of certificates of stock. 

The certificates of stock shall, upon surrender and cancellation thereof, be 
transferred upon the books of the connpany, at the request, in writing, of the 
holder thereof named im the surrendered* certificate or certificates, or ortis legal 
representative, or of his attorney duly authorized by a written power of attorney 
filed with the secretary of the company. 

In case of loss or destniction of a certificate of stock another may be issued in lieu 
thereof upon satisfactory proof of such loss and the giving of a satisfactory bond 
of indemnity. No certlfltates shall be transferred upon the books of the company 
within ten days next preceding any meeting of stockholders for the election of 
directors. 

Article 12 .—Fiscal year. 

The fiscal year of the company shall begin on the 1st day of April and terminate 
upon the last day of March in each year. 

Article id.—Amendments. 

These by-laws or any of them may be altered, amended, repealed, or added to 
at any regular meeting of the board of directors, by a majority of the board. 

Exhibit 12 is a list of the salaries at the general offices of the company. At the 
commencement of the rec^eivership the salary of the president was 810,000 per 
year; that of the vice-president was, I think, $6,000; the secretary received $6,000, 
and the secretary of the president, .$2,400. 


Exhibit 12. 

(fenerdl salary account for Marrk, i8!)5. 


Names. 

Amount. 


$375.00 

300.00 



200.00 


200.00 


125. (M 


100.00 


100.00 


50.00 


100.00 

B. 8. Gf^n, one-half month. 

41.66 

100.00 


206.33 


100.00 

A. V, Robins. 

65.00 

Carrie M.Gill. 

66.67 


416.67 


60.00 


25.00 

B.Todd. 

40.00 


50.00 

B.F.Calu. 

50.00 

Walter Barker, from March 12.. 

200.00 

Total. 

2,973.33 


Position. 


Secrotayy to receiver. 

Suiiervisor of difttillories. 

General bookkeeper. 

Manager distillery department. 

Chief clerk distillery department. 

Bookkeeper distillery department. 

Bookkeeper and telegraph operator. 

Bookkeeper distillery department. 

Do. 

Do. 

Btenc^rapher and assistant to geneml bookkeeper. 
Manager rebate department. 

Chief clerk rebate department. 

Clerk rebate department. 

Clerk and stenographer rebate department. 

General counsor 

B^ing grain for distilleries. 

Office boy. 

Doorkeeper. 

Night janitor and watchman. 

Day janitor and messenger. 

Manager for receiver, $3b0 per month. 


Salaries of managers for Mareh^ 1895. 


Distillery. 


John H. Francis 

E. 8. Easton. 

H.Bchwabocher 
W.F.Wolfner.. 
J.H. Francis, jr. 
B.J.Woolner... 
Jacob Ross. 

O. L. Perln. 

P. J.Hennessy.. 

John Biggs. 

Total. 


$300.00 

300.00 

20U.0U 

300.00 

moo 

2UO.OO 

300.00 

393.33 

416.67 

300.00 


Monarch Distillery. 
Manlmttan Distillery. 
Hamburg Distillery. 

Great Western Distillery. 
Woolner Distillery. 

Star and Crescent Distillery. 
Central Distillery. 
Consolidated Distillery. 

H. H. Shufeldt & Instlllery. 
Wabash Distiller^ 


2,9.50.00 
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A I-LAN FOR RAISINU THE PRICE OF CORN. 

Exhibit 13, which I think has a bearing upon this subject—at least it was one 
of the important matters to me relating to the whole distilling business—is marked 
“An argument in favor of developing industries which will enhance the price of 
corn,” to which 1 ask your attention. When this subject was fresh in my mind 
I worked up the miestion of the relation of the distilleries to the fai'ming interests 
of the country. I did it from the standpoint of a farmer, because my own per¬ 
sonal interests are in that line, substantially all the savings of a life of hard work 
being invested in fanns. I am specially interested in that question, and I have 
touched particularly mxin the revenue tax, the methods of conducting the distil¬ 
ling business, the revenue laws, and certain laws which seem to mo to need 
revision. 

Exhiiut 13. 

An im/nmciit in fnvor nf <ti’ivlopin<i hiilimtrii’ii iHiich trill fulmufe ilie price 

of corn. 

li.’opy.] 

(hlKJAdo. Jitnmiri/ 

S. M. Bice, Esq., 

Milln Building, New York. 

Dear Sir: In your favor of the 21st ultimo you say; “ I have taken the liberty 
of using some of the material in your (my) letter of Nov(‘mber 1(i, in reference to 
the free-alcohol matter, without, however, mentioning your (my) name. I think 
the arguments presented arc very strong and ought to bo of weight with our 
legislators.” 

At the time of writing that letter it did not occur to me that you desired to 
make use of my views upon this question in the way of presenting them to Con¬ 
gress as information, to enable the committee of that body to reach a correct con¬ 
clusion in making modifications to our existing law.s; otherwise, I would have 
writteii more fully and covered more points, and should at the same time have 
expressed my willingness for yon to u.se my letter in its entirety over my signature, 
which you are authorized now to do with this letter. If it shall appear that my 
opinions, reached from an experience in the management of a largo number of 
distilleries as an officer of a United States circuit court, are of any value, I will 
cheerfully give them for use before any coiiimittee of Congress and upon any 
point that may be suggested. 

The questions involved are of vital importance, not alone to the distilling inter¬ 
ests. but to the grain-producing sections of the country—the tax on alcohol and 
spirits being, in effect, a tax on com, barley, rye, and other grains used in their 
production. 

It is well known that grain in the vicinity of Peoria and other largo distilling 
centers comnmnds a higher price than in the markets of the country; that the 
large consumption of grain in the production of spirits and alcohol enhances the 
prices of the cerea.s used throughout the whole country. Each barrel of alcohol 
exported is the product of from 16 to 20 bushels of grain, and, going abroad, car¬ 
ries with it also the value of the labor, etc., expended in its production. The 
prodilct has also incidentally required an additional consumption of grain and 
other material of home production by the people engaged in its maiiufimture. 
The export of alcohol and spirits does not, to the slightest extent, decrease the 
export of grain. 

The policy of taxing alcohol in every form in which it is u.sed for beverages to 
the highest revenue-iiroducing point is, I think, a correct one. 

The sugge.stion that the tax should bo the same on alcohol or spirits produced 
or used for similar purposes, in whatever fonn, is an equitable proposition, involv¬ 
ing equality of taxation to all men upon articles of home production for similar use. 
It seems to me this proposition needs no argument to support it. The tax should 
be a specific sum on every proof gallon of alcohol used as a beverage, no matter 
in what form it may be used, whether as brandy, whisky, rum, gin, wine, beer, 
or compounded or mixed drinks or beverages. 

I think, however, that the present and past inequality on this point, resulting 
from existing laws, arises from the lack of information upon the part of the public, 
and probably upon the part of many of the Representatives in Congress, as to the 
technical method of producing alcohol and ignorance as to the readiness with 
which the amount of snirit contained in any kind of a beverage can be ascer¬ 
tained. The amount or alcohol in a barrel of beer, wine, or any other leverage 
can be ascertained with the same facility and as accurately as it can be in a barrel 
83a-16 
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of whisky. There is substantially the same quantity of stimulant or intoxicant 
obtained at retail for a given sum whether it be invested in native wine, beer, 
whisky, or other drink containing alcohol. 

It seems to me the making known of some of the leading facts that are under¬ 
stood but by comparatively few people not in the business would secure the pas¬ 
sage of more equitable laws, which would remove the conspicuous inequality in 
the taxing of the whisky, wine, and beer production of the country. 

In many cases the amount of alcohol produced in the juice of "the grape or wine 
by ordinary fermentation not being sumcient for the purpose of the wme maker, 
regular distilleries are established, and the alcohol produced by the ordinary 
methods of distillation from grapes is then added to the fermented wine, thus 
completing what is known as a fortifying process. Tliis distilled alcohol, as well 
as the alcohol produced by fermentation, is free from taxation. This wine used 
as a beverage carries from 8 to 10 and often as high as 15 to l?t per cent of alco¬ 
hol, while the ordinarjr whisky in form ready lor use as a lieverage carries only 
from 40 to 50 per cent of alcohol. The wine goes upon the market as a beverage 
wholly free from tax, while a like quantity of alcohol in whiskies and various 
compounds and lievorages used as stimulants and intoxicants, made from spirits, 
bears a tax of $1.10 per proof gallon, with a considerable additional burden by 
way of expenses imposed in the carrjdng out of rules and regulations snjiposed 
to be necessary for the collection of this tax. 

The standard whisky of commerce stands at about 100 proof, or .50 per cent 
alcohol and 50 per cent distilled water—much of it when sold for immediate use 
being 15 to 20 points below proof. Beer contains 2^ per cent to 6 per cent of 
alcohol produced wholly by fermentation—that in common u.se having about 8 
per cent of alcohol; so that for the purposes for which these articles are used, 1 
quart of the best whisky is equal to about 3 to 4 quarts of wine and 15 to 16 
quarts of ordinary beer. Beer is taxed, regardless of its alcoholic strength, $1, 
less per cent, per barrel of 31 gallons. A barrel of ordinary beer contains over 
2 proof gallons of alcohol. 

The practical difference in whisky, wine, and beer is the same that exists 
between “ whisky straight,'’ and “ mixed drinks.” The effect of the law is to tax 
“ straight drinks ” and let “ mixed drinks ” go free. I am assured, by those who 
know,that there are a few who swallow “ whisky straight” containing 40 to .50 
per cent of alcohol, but most men find it neces.sary to dilute it with water until 
it is brought down to about or below the standard of 15 per cent wine. 

The difference between whisky, wine, and beer is wholly in the per cent of alco¬ 
hol contained in each and in the character of the dilutant or watery substance 
mixeil with the spirit. The alcohol in e<ach is chemically the same. A given 
amount of alcohol will produce substantially the same result in whichever form 
it may be taken. The dilutant or watery substance in the best beer, however, 
furnishes a nutriment or food in addition to the stimulant and intoxicant con¬ 
tained in the alcoholic portion of it, and that in wine and whisky simply reduces 
the alcoholic strength to a point where it is made palatable. 

The argument that, because native wdne is produced from the native grape, it 
should be relieved from its just proportion of the public burden is wholly unten¬ 
able. Native com, rye, and barley are entitled to the same patriotic consider¬ 
ation and generous treatment accorded to any other product of our soil. If any 
preference is given, it should l)e to those cereals which are the mainstay and 
principal source of the wealth of our nation, and to the men engaged in produc- 
mg them, who are the main reliance of our nation for its strength and neatness. 

Then, too, emiality of taxation on these articles would not add to the cost to 
the consumer, but would simply lessen in a small measure the profit of the pro¬ 
ducers, which by reason of combination and agreements between them is,now very 
large. Indeed, owing to these combinations and agreements, few, if any, invest¬ 
ments in this country have yielded larger dividends, and none has drawn a larger 
amount of foreign capital as a direct investment in the ownership of producing 
properties than have the breweries of this country. 

The great brewers, by improved methods, cooperation, and association for some 
time past have been prosperous and have become and are able to stand upon an 
equality with the com, rye, and barley growers, and to bear an equal share of the 
public burdens with them. The importation of cheap foreign ■wines is practically 
prohibited by a tariff of 50 cents per gallon. This tariff gives our ■wine producers 
ample protection, and it should be no hardship for them to pay a tax on all alcohol 
produced by them for use as a beverage. New native wines in large quantities 
at the points of production are now sold from 10 to 15 cents per gallon, indicating 
a margin of profit sufficient to bear a just proportion of tax to put them on an 
equality without any increase of cost to the consumer. 
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With an eanal tax on wines carrying 10 per cent of alcohol, ordinary native 
claret and white wines would pay 32 cents per proof gallon, or 4 to 5 cents per 
so-called quart bottle; and beer, if not over 3 per cent alcohol, would pay $3 to 
$3.10, instead of $1 less 7} per cent per barrel of 31 gallons, and proof, or tins Ix'st 
whisky, as now—^8.40 per barrel of 44 gallons. 

I have not had time or opportunity to make a careful estimate as to what would 
be the financial effect of tfiis equality of taxation npon the revenues of the Gov¬ 
ernment, but in a rough, offhand way, I conclude it wotild increase the reveniu's 
between $40,000,000 and $50,000,000 yearly. In other words, I estimate that the 
unjust discrimination made by the Government in favor of the wine and luxu* 
producers is equivalent to a loss of revenue to the Government of from ,$40,000,000 
to $.50,000,000 yearly. 

Alter securing c. quality of taxation on all alcohol in whatever form produced 
for or used in beverages, next (if not first) in importance is to secure practical 
legislation for free alcohol for use in the arts and sciences and for export.ation. 

There are, or were, laws upon the statute books, expre.ssly passed by Congress, 
intended to cover both of those objects. Notwithstanding this, there was not 
and is now no alcohol free fro’ ■ the tax of $1.10 per gallon permitted to be fur¬ 
nished for the arts and scion es, and the more than a thousand aveinufs in which 
it could be drawn off and consumed for such puiqioses liavo been and are substan¬ 
tially closed. 

Notwithstanding the provision of the law for free export alcohol, its transoceanic 
exportation has practically long since cea.sed, because of the regulations govern¬ 
ing its handling, storing, and shipping, and the inability of our people to compete 
with advanced methods and governmental regulations of competing foreign 
nations. 

That free alcohol shuild and can be provided for, to be used in the arts and 
sciences, I think can be clearly demonstrated, and without endangering or decreas¬ 
ing the revenues of the (Jovemment, but greatly to their benefit, and to the advan¬ 
tage of the corn and b,arley producing sections of our country. Such provisions 
would result in imaking an immense increase in the demand for grain, doubling 
the quantity now used for distillation for all purposes, and thereby increasing the 
market value of onr grain crops. 

Radical changes should be made in the present internal-revenue laws and regu¬ 
lations to make them conform to present conditions, .and to put our people upon 
an equiility in placing their products in the market of tlic world with other nations. 

I do not mean by this that any of the s-afemards in use that aro necessary for 
the protection of the revenue should bo withdrawn; but experience has demon¬ 
strated that many things are reejuired to l)e done by the law which insure no 
additional safeguards, but cause great embarrassment and place heavy burdens 
upon the product, obstruct, and often—as in the matter of exporting—result in 
the prohibition of trade. 

As the receiver of the United States circuit court, oi)orating a number of the 
distilleries of the Distilling and Cattle Feeding Company, and the representative 
of a coordinate branch of the Government, I received all the courtesy from the 
internal-revenue officers that could be extended by them within the limits of 
the stotutes. I found, however, much difficulty and many embairassments by 
the limitations of their provisions, which in my opinion are not only wholly use¬ 
less, but impose burdens upon the traffic. These provisions ought to be removed, 
as they can .safely be eliminated. 

Free alcohol, to be used in the production of a large number and variety of 
articles where its use is indispensable, would put our iieople on an <!ven footing 
with other nations in our market and in the markets of the world for such prod¬ 
ucts. By reason of the heavy tax we are now prevented from using alcohol for 
manufacturing purposes. In other words, the provisions of the law impo.sing 
this tax of $1.10 upon an article that costs to produce hut from 7 to 1.5 cents, 
varying with the price of grain, acts as a prohibition of the use of it in many 
branches of industry. The removal of this tax, and allowing alcohol free to the 
arts and sciences, would result in its production for these purposes where it is 
not now used at all, and with free alcohol the iiroduction of a great variety of 
articles that can not now be produced in this country would be rendered possible 
and their importation from countries where free alcohol for their manufacture is 
allowed would cease. There are more, I dare say, than a thonsaud important 
uses requiring large consumption to which alcohol covrld and would be put, if 
free, where it is now prohibited by the tax. 

Corn is admittedly one of the best, if not the best, of alcohol-producing grainy 
and com can certainly be produced as cheaply or cheaper here than in any other- 
part of the world; and with the enormous and improved machinery and appli- 
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ances now in nso for its distillation our alcohol ought to compete successfully in 
all of the markets of the world where it is not excluded by a prohibitive tariff. 
In nations where it is so excluded by a prohibitive tariff, or one that imposes a 
burden that can not be borne, the alcohol produced by those nations and coming 
into our country should have a burden placed upon it ecjual to the burden placed 
upon our alcoliol when going into their country. To bo more specific, our alcohol 
was largely used in Europe for fortifying wines and for making different com¬ 
pounds and beverages; the wine so fortified with American alcohol, or large 
portions of it, was imported into our country for use by our people. These 
foreign wines are now being fortified by alcohol produced elsewhere, and as I 
understand it, no change has been made in the tariff upon them because of this 
change of condition. 

The inaiinor of keeping, holding, and transporting alcohol I’oqiiired by the law 
is obsolete; is a heavy burden upon the proilucer, imttiiig him at a great disad¬ 
vantage; is practically pi'ohibitive of exportation; is no benefit whatever to the 
Government, and gives no additional safeguard in protection of the revenue. On 
the contrary, in my opinion, it does not give as good a safeguard as could Ims 
obtained by the use of tanks and tank cars and the like, 

A simple change in the existing regulations is all that is necessary to permit 
this to 'be done. The iiroseiit cumbersome and expensive method of the Govern¬ 
ment, which requires spirits to bo put into barrels of small capacity, should be 
done away with. 

While United States storekeepers are now obliged to watch, say, 20,000 pack¬ 
ages, they would only have to watch il or 4. It would, in effect, simply change 
the existing old-fashioned primitive warehouse into a modern one. .The present 
warehouse capacity of 20,000 barrels, rcipiiring st.anips for each jiackage and the 
watcliful care of each barrel, could bo all concentrated into 3 or 4 packages, 
which in effect these tanks would be. 

The ability of distillers to make and store great (piautities of alcohol in tanks 
would enable them to manufacture very largely when corn is plentiful, and the 
operations of distilleries could be of such magnitude as to have an appi'eciable 
effect on the lu-ico of coim when the fanners most require it; that is to say, when 
com isabnomially low. The increased u.se of corn, used in this shajic for export— 
where wo have no export business now and no other way of utilizing the c(jrn— 
would in a great measure tend to consume the surplus of a large crop and in this 
way increase the price of the entire crop. It needs no argument to prove that the 
sundus of a product makes the price of the product. 

When corn is high the distiller need not distill, nor doe.s the fanner then 
require the aid of the distiller to get him a good price for his crop. 

I have no hesitation in saying that the rebate of the tax on alcohol, for thi^ pu: - 
pose of the arts and manufactures, together with the tank privilege and the right 
to ship in tank cars, would create entirely new industries in this country, all of 
which are impossible under existing laws and regulations. 

The enormous benefit to the agricultural interest to bo derived from these 
changes in our laws can scarcely be estimated. 

Another important factor is, that fresh alcohol and high-proof spirits, which is 
a refined alcohol, unlike whiskies and brandies, deteriorate and depreciate in value 
by age when in contact with wooden casks. Tlie market reciuircs hew, clear, 
unstained alcohol and high-proof spirits. The holding and shipping of alcohol and 
high-proof spirits in wooden packages, notwithstanding all that can be done by 
gluing on the inside to prevent contact with the wood, causes a very considerable 
lo.ss in the market v,alue of the product, often running from .I to 20 per cent in 
the course of a few months, and in addition thereto a heavy loss on the package. 

Much of this loss by deterioration could be saved by different methods 6f h.and- 
ling, in the storing in distilleries, and in transportation, and I can see no reasons, 
and, indeed, I am confident there are none, why a change should not be made. 

There are many other reasons that occur to me too numerous to be recited 
within the scope of an ordinary letter why modifications in the internal-revenue 
laws should be made, but I think that those that I have given sufficiently illus¬ 
trate the leading and important points to be covered. 

You are at liberty to use this letter in any way yon may see fit. Lest, however, 
the question might arise as to whether my interest might in any way influence 
my judgment, I think it well to state the fact that I have no interest whatever 
as stocluiolder, attorney, or representative of any distillery, brewery, vineyard, or 
other establishment producing, selling, or handling alcohol, in any form what¬ 
ever, except as receiver of the United States circuit covxrt in the different circuits 
where the case is now pending in the settlement of tlm affairs of the now defunct 
Distilling and Cattle Feeding Company, or .so-called “ Whisky Trus^’ and some 
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of its property, but with no distillery in weration or intended to bo hereafter 
operated under my charge, and that what I have written is of my own suggestion 
and not tipon the request of anyone for my opinion on the subject. 

It is but fair for mo to state, however, that I am very much interested in the 
production of grain, substantially all of my accumulations from a busy life being 
invested in farm lands. Probably, for tliat reason, I in a great measure vi(nv tlie 
subject from the standpoint of a farmer while analyzing it as a lawyer. I have 
utilized the knowledge gained by practical experience as an oflScer of the court 
directing the operation of distilleries and dLsposing of their products, the latter 
amounting to a large proportion of the entire alcohol and high-proof spirit out¬ 
put in the United States. 

Let mo summarize my views and recommendations: 

Finst. An internal-revenue ta.x to the highest revenue-producing point on all 
alcohol used as a beverage in whatever form produced, whether it be whisky, 
wine, or beer. The tax on each should be so much per proof gallon. 

Second. The privilege to store spirits in tanks and to ship spirits for export in 
tank cars. 


Third. The rebate of the tax on alcohol used for all purposes except for use as 
a beverage (the Government providing such regulations as will safeguard and 
insure the collection of the tax on all alcohol u.sed as a beverage as efficiently as 
it is now done). 


Fourth. A discrimination against the products of every Goveniment that dis¬ 
criminates against our products, whether by bounty, tax, or other burden. 

Very truly, yours, 

John McNui.ta. 


SUddKSTIONS FOR CH.ANdES IN LAWS AKKEOTINd THE DISTILLINd IirsLNESS. 


Q. (By Mr. .Tenks.) Can you sum up briefly your objections to Ihe laws which 
concern the distilling business and your suggestions for chauge.s?—A. In the first 
place, the restrictions upon the distilling bu.siness come doerti from times when 
there was trouble and comiilications that no longer exist. Great loss, or great 
expense, is incurred on account of the manner of handling the spirits that is 
required by the rules cjf the Department, i. e., barreling instead of shipping in 
metal tanks. Handling in metal tanks in the warehouses would save a great deal 
of waste. As ri'gards the tax. I should say that the method of the Government 
ill collecting it is radically wrong and that the amount of the tax is too great. 

Q. (By Representative LlviNdSTON.) Is it above a revenue producer?—A. It is 
above a revenue-producing point and manifestly unjust upon the face of it. 
.Spirit product that costs from 8 to l.'i cents, according to the price of com in the 
market, bears a tax of .$1.10, which is manifestly too great. From a revenue- 
producing point of view it fails to accomplish what is sought to be accomplished 
by it. A parallel case would be for the railroad companies to charge 10,1.1, or 30 
cents a mile for a passenger. They would get some passengers, but there would 
be very few. The statistics of the Dep.artment show that 70 cents a proof gallon 
produced the largest amount of revenue. I am s.atisfied that a tax of 50 cents per 
gallon would produce more revenue to the Government than $1.10 does, just as I 
bidieve that 3 to 31 cents per mile would produce more revenue to the railroads 
than 10 cents, and for like reasons. 


THE RESULTS THAT IVOULl) FOLLOW. 


Q. (By Mr. Jenks. ) Do you think the consumption would be largely incrca.sed?— 
A. It would be largely increased, not in the use of the spirits as a beverage, but in 
the n.se of the product in manufactures. The exports of the country, on account 
of the methods adojited by the Government, are practically cut off. This country 
ought to furnish the world with spirits. There ought to bo easy and cheap facili¬ 
ties afforded to the producer to export his goods in whatever form they can best 
be disposed of in the markets of the world, whether in bottles, barrels, tanks, or 
cases of any kind. There has been an act passed by Congress iiermitting exporta¬ 
tion in tin cans for Asiatic countries, so that they can be taken on the backs of 
men or horses over the mountains. The transportation ought to be permitted in 
tanka like oil tanks, and not in barrels. It ought to be penuitted to be kept’ in 
the warehouses in tanka and not in barrels. It ought to be permitted to be sent on 
shipboard in tanks. Germaw, I understand, ships a large portion of her product 
of alcohol in that manner. There is a loss in soakage in the barrel and a heavy 
loss by evaporation. The case of the experiment of the chemist that I spoke to 
you abou^|hi8 morning illustrates that. Spirits is a very volatile product, and 
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the higher the proof the more volatile and the greater the loss. Triple distilled, 
or, as some call it, extra fine spirits, is so volatile, as I described to you, that a 
little piece of lime will evaporate a whole tumbler of it. There is a loss in wood 
that is porous beyond the soakage that is allowed for in barrels. By carrying the 
product in air-tight metallic tanks, the loss from soakage in the barrel would be 
saved. The barrel in most places after it is used is also of very little value. 
There is a loss on account of the discoloration of the finer pi'educt, such as is 
required for making the Shufeldt gin. Put it into a plain wooden barrel that is 
not incased—parainned is another name for it—and in forty-eight hours its com¬ 
mercial value is imjiaired, absolutely destroyed for that purpose. Put it in a cop¬ 
per tank, and it can bo kept for .an unlimited period of time, just as in a glass 
bottle. By the easy method of getting it out, by the reduction of the amount of 
tax, a great many avenues for the use of these spirits would be opened that are now 
closest. Manufacturers who would use largo quantities of it are now absolutely 
probituted. In countries where manufacturers are allowed free alcohol their 
goods are given an advantage when competing with like manufacturers in our 
country. I once had a list worked up, and it seems to mo there were something 
over 2.000 things that ahsdiol could be used in, and would he used in, at a reason¬ 
able cost, but in which its use is now prohibited because of the high price. A tax 
on the iiroduct of corn is ('(piivalent to a tax on the corn itself. One bushel if 
corn produces 4.8.i, practically 5. gallons of spirits. The tax of the Government 
on that is ^.^..^O. That is equivalent to a tax of per bushel on corn, dropping 
the fractions. That prevents com from getting to points of consumption that it 
otherwise would go to. It is prohibitive. The same is true of barley malt and 
the small grains they use. The difference between a tax of $1.1" and one of .10 
cents a gallon touches almost entirely the mamifacturing interests ami does not 
affect its use for beverages, where it is converted into beverages. 

CflANOE IN T.VX WOULD NOT .VEKECT THE USE OF SPIRITS IN BEVERAOES. 

Q. (By Represimative Livinoston.) Do you mean to tell me that people will 
drink whisky taxed at $1.10 about as liberally as they would if it were taxed at 10 
centsV—A. Yes; its use as a beverage will bo just about the same. The differ¬ 
ence between$1.10 and 10 cents is (10 cents, which is 15 cents a quart or 7i cents 
a pint. Now, that is nothing on a drink. A man pays so much for a drink of 
whisky, irre.siiective of whether the tax is IJO cents or $1.10. But to the manu¬ 
facturer who u,ses it in large quantities it is prohibitive. Now, I would not advo¬ 
cate .an immediate drop from $1.10 to 50 cents. I do not think that we could 
convince anybody that such would be the result, but I do say that Congress ought 
to drop the tax from $1.10 to TO cents and try it. Seventy cents was the revenue- 
prixlucing point many years ago. Since then there has been an extensive growth 
of manufactures in this country which can use spirits, and I believe the increase 
of manufactures would so increase the demand that .50 cents would yield the 
largest amount of revenue. 

NO SUCH TIIINO AS ADUI.TKR.ITION OF WHISKIES. 


Q. Is there a stronger tendency to adulterate when the tax is high than when 
it is low?—A. Sir? 

y. Are there not more whiskies and liquors adulterated with a high tax than 
w'ith a low one?—A. No; I think not; I think not. I do not think the loss of 
revenue comes in that way. I think it is in the failure to pay the tax. 

O. Wouhl not more adulterated whisky be drunk at $1.10 than at .50 cents?—A. 
No; I think not; I think not. I think the minds of the people are filled withfalse 
notions about the adulteration of whisky. I had my head chock full of that idea 
when I startedin on my investigations, bntlsoon gntitallout. Ithinkaman who 
can drink whisky at ‘all—I am unfortunately one of those who can not—need 
haveno apprehen.sion about getting impure whisky. The Distilling and Cattle 
Feeding (Jompany had a compounding house in New York, and the Shufeldt house 
in Chicago was a compounding house. I went through both of them, studied 
their methods, examined their comixmndingprocesses, and reached the conclusion 
that there is no such thing as an adulteration of whisky. It is a myth; it is 
purely imaginary. There is nothing to adulterate with except brown sugar and 
distilled water, and if you add glycerine and prune juice you have covered the 
whole field. It is pure spirits. The distillers recognize a difference between com¬ 
mercial alcohol and spirits. High-proof spirits is simpjy refined alcohol. There 
might be an adulteration by putting in common alcohol and making whisky of 
4.1, iT» tbaf* Imf ihflTM is onlv half a c#mt a ural- 
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Ion difference in the coat of the production, which is not enotigh to warrant the 
operation. There is absolutely nothing than can he used as a substitute for alco¬ 
hol in compounding beverages. In the large distilleries I saw nothing to lead me 
to a suspicion that the Government ever lost a fraction of a dollar in its revenue. 
My relation with the Department—the Internal-Revenue Bureau—was very cor¬ 
dial. They extended every courtesy, and where it was a matter of mere rule of 
the Department and not a provision of law that interfered with me and was a 
restraint upon me in doing my work the rule was always suspended; and in tnm, 
of course, I did all that it was possible for me to do in seeing that the interests of 
the Government were subserved. 

Q. The number of gallons obtained from a bushel of corn being always the 
siune, the revenue produced is essentially the same, is it not f—A. Yes; but I do not 
think the amount of production from a binshel has anything to do with it. The 
amount produced is always above the amount reipiired by tlie Government. 

Q. Do I understand you to suggest prominently two amendments to the present 
law, one relating to the protection of the business abroad, and the other to the 
high tax which prohibits manufacturers from using alcohol who would otherwise 
do so ? 

ILLICIT MANUFACTURK OF WHISKY. 

A. There is no cheating of the Government in the big distilleries. I am satisfied 
that there is not the loss of a dollar of revenue in any of the large distilleries. In 
the multiplicity of little distilleries, as shown by the effect of the product in the 
country, there is but a very small per cent of the tax paid. A $1.10 tax makes 
moonshine distilleries; it makes little distilleries wth capacity so small that they 
can not have guardians and watchmen put over them. These small distilleries 
uso from to ao bushels a day, and produce from to 4 gallons. Their yield is 
less than in the largo distilleries. It is idiysically impossible, from a financial 
standpoint, for_ these distilleries to compete with the Great Westeni at Peoria. 
If they pay their tax to the Government they will never sell 1 gallon of whisky in 
competition with a 12,000 bushel house. 

tj. (By Mr. KiaiNEOY.) Would not they lose the other way around if the tax 
was 00 cents instead of $1.10 ?—A. These small distilleries could not afford to 
manufacture it at .50 cents; the ri.sk and expense would be too great. As it is 
now, if they are reporting to the Goviimment, they report, say, 2 gallons out of 
every 10, or 1 gallon out of 0, and they then have a $1.10 margin to make on every 
gallon they fail to pay on. They get their goods out in jugs and cans, and spread 
it in small quantities. I went over this matter with the officers of the revenue, 
and there is a loss, I think, admitted by the revenue department, and shown by 
statistics, of not less than $10,000,000 a year, and which others claim to be over 
twenty. I am satisfied that fifteen millions would bo a moderate e.stimate of the 
loss. On a ,50-cent tax or a 70-cent tax—I do not think you can come to a 50-cent 
tax now—you will get revenue from all that spirits. It will interest you to com¬ 
pare the tax paid by one of the large Peoria distilleries with that paid by several 
hundred distilleries in some of the States to the south of us, say Virginia and 
North Carolina. I figured it out once, and I think I found that one distillery in 
Peoria paid, or would pay on full capacity, about three times as much tax to the 
Goveniment as 2,700 distilleries here to the south of us pay. 

Q. (By Mr. Phillips.) What is their capacity compared with the large one?— 
A. Their capacity was greater, of course; the capacity shown was greater. In 
the districts where these small distilleries operate the products of the other dis¬ 
tilleries have no market. 

Q. (By Mr. Ken.nedy.) Can you say whether better whisky is made at the 
distilleries in Peoria than at these 2,700 in the South ?—A. It depends a good deal 
on where the man comes from who drinks the whisky. A man down there 
would say that whisky was the best: and, of course, there are some of those dis¬ 
tilleries that do make fine whisky. But, gentlemen, I am not myself a judge of 
whisky. I say to you that I do not think I have drunk a pint of whisky in all my 
life. 

COMMON opinion OF THE BUSINE.SS. 

There is another point that ought to be inquired into. This whole business is 
regarded by a very large percentage of the people as being disreputable, if not 
quasi criminal, and there is a tendency to treat the men who are engaged in it as 
a class of people not worthy of much consideration. Now, I think it ought to be 
decided whether it is legitimate or not legitimate. If illegitimate or improper, it 
ought to be prohibited, and every man that engages in it should be prosecuted as 
a criminal. If legitimate, it should be encourage and protected and be given the 
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same rights and the same treatment that other lines of business are given. It 
ought to be fostered; it ought to be given the same treatment under the law. 
It has become disreputable becau.se of its antecedents. 

OUH LAWS OUT OF DATE. 

At the time of the whisky troubles and frauds during the war laws were 
enacted that are still on the statute books. Rules have come down from the tiiim 
when to be a distiller was almost conclusive evidence of the fact that a man was 
living upon frauds committed upon the Goveniment by cheating the revenue; 
that lie was a smuggler, a briber, and a perjurer. That is no longer the case, and 
I say those laws do not fit. There probably was corruption in the old time. The 
men who were committing those frauds lived by perjury, by bribery of Govern¬ 
ment officers, by crime. Men no longer do it. Nevertheless, you go to the 
Department and you find those same rules there. 

CHAKACTEU OF THE KKVENUK OFFICERS—THEDt KKSPONSIlilLlTY. 

I do not think there is a more hone.st set of men serving the Government than 
the revenue officers, but they are mindful of the old trouble, and it is almost a 
sacrifice of reputation for a Government officer to decide, in close or doubtful 
cases, on the side of the distiller. I have had 3 or 3 cases of that kind where 
large sums were involved, a distiller being short, and it being plain why he was 
short. Dealing with an officer of the court the revenue officer has not, of course, 
the same apprehen.sion; but sujipose that In; wipes off a tax of $.')(),000 or $100,000 
from a distiller improperly taxed, the inference in the minds of a great many 
people is that he has received a tee, that he is bribed, no matter how honest he 
may be. These questions involving property rights ought not, gentlemen, to be 
left to the final adjudication of the officers of the Departmmit; but a man in the 
business ought to have a right to settle them in tho courts, and let an independent 
judge say what the rights of property are, and construe the law. Let the Depart¬ 
ment in the construction of the law follow the judiciary of tho country; let it be 
subordinate, not superior to the judiciary. You have got to change it, got to 
revolutionize tho whole methods in order to do simple, straight justice, and let 
this business run as the banking business or tho grocery business does. In my 
various callings and work I have come in contact with strong men, men who 
have handled largo business interests in this country, but I never came in contact 
with a brainier sot of men than those in the distilling business, nor, on the whole, 
with a more honest .set of men, absolutely de.siring to do right. Now and then 
there is a tricky one, and when you do find such a one he is one of the slipiieriest 
eels that can be found anywhere, and is well known. 

JUDICIAL FU.NCTIONS SHOULD IIF. TAKEN FKOM REVENUE OFEICERS. 

1 would place the power to decide on the rights of these people in the hands of 
the courts. Give these men straight, fair, simple justice and do not leave them 
dependent upon the decisions of an administrative officer, where, if tlie justice of 
the case demands a decision in their favor, ho will hazard his reputation and 
prospects in life by rendering it. 

Q. (By Representative Livinoston.) That can be done in the district court 
where the property is hwated, can it not?—A. It can be determined in the dis¬ 
trict or circuit court just like any other right. Let a controversy between a 
Government officer and an individual be settled by the same courts that would 
settle the rights between us. But a man is at the mercy of the officer, and the 
officer is at tho mercy of the clamor of the crowd, of public opinion. He does 
not have the moral courage to go out and lose his reputation in order to do jus¬ 
tice, and it should not be required of him. He would lose it sure; he could not 
decide a question involving as much as some of these do, fifty, a hundred, two 
hundred thousand dollars. At times the taxes paid by tho Distilling and Cattle 
Feeding Company ran over $100,000 per day. If any Government officer decided 
favorably to the distiller a case involving such an amount, rumor would say that 
he was gettinga share of the rake-off. 

Q. (By Mr. Phillips, j Bow often do questions arise involving such large sums 
of money? How do they arise between an officer of tho Government and a dis¬ 
tiller?—A. Well, one that occurs to me concerns the capacity tax, which requires 
that the capacity of the distillery shall be estimated and the tax paid on the 
capacity, whether the amount actually produced is equal to the capacity or not. 
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NATURK OK THE CAPACITY TAX. 

Q. (By Eepresentative Livinoston.) Whether it makes it or notV— A. Yes, 
whether it makes it or not. It is just as we used to hear it talked of when we 
were hoys. It is one of those games they call, “ Heads I win ; tails you lose."’ 
They measure the capacity of a distillery, and tho distiller is bound to pay on the 
estimated product of spirits. The company made an experiment along a now 
line with molasses or some other ingredients in one of their jdants. They had 
produced by tho ordinary CTain process a given capacity and paid on it to the 
Government. They made this experiment by leave of the officer of the Govern¬ 
ment under tho supervision of the revenue officers; and when they ended the 
experiment they did not get much spirits; tho experiment luoved a failure, but 
tho capacity tax went up. They had two cases like this—I do not remember 
what the deficiency was, but I think about $110,000 in either case—left for me to 
pay. I said, “ Here we did not get any of these spirits; they were not produced; 
there is nothing to pay on. Capacity is nothing; the capacity is all left. There 
is just as much capacity there as there was before they ran tho distillery, and 
you can have it.” This capacity business is like a barrel that is all bunghole. 
After delaying along, I suggested that tho right way to settle the thing was to 
put it in the hands' of tho court and let the court de<;ide whether we had a 
capacity, and what tho intent of the law was. There were two of tho cases. One 
of them was submitted to the United States circuit court, and on the hearing the 
court promptly decided that it was not the intent of the Government, notwith¬ 
standing the language of the act, where no fraud was committed, and where 
everything was open and honest and aboveboard, to collect that tax, and no tax 
was due. The other case did not get to the court for reasons I need not explain 
to you, notwithstanding the good will of the officers of the Government. A 
siH'cial act of Congress is reipiired to give the needed relief. It is all wrong, 
gentlemen, and it is an oppression uixm this industry. 

y. (By Eepresent.itive Livinuston.) Was that decision the reason why the 
other case did not get to tho court?—A. Yes; they would certainly have got a 
liki! decision in tho other case, as it ran on all fours with tho first one, and tho 
oilicer submitting it would have been severely criticised for establishing a bad 
prcceih.'iit. 

y. (By Mr. Kennedy.) I would like to ask you if tho internal-revenue figures 
in regard to the proiluction of whisky are based only on tho whisky that pays tho 
tax. Is the moonshine whisky brought into tho computation ?—A. No; the moon¬ 
shine whisky does not appear in the list of the Government. They do not get 
hold of that, but still tho experts in that line can tell pretty near how much 
moonshine whisky is run. 

INCREASE IN THE PRODUCTION OP SPIRITS. 

Q. Do not those statistics show a steady increase in the production of whisky 
from year to year? 1 mean tho whisky upon which the tax is iiaid.—A. Yes; but, 
as I remember it, not in the ratio of the increase in population. 

Q. It inen-eases, then, notwithstanding this excessive tax yon sjxiakof ?—A. Yes; 
but the people who consume it increase more rapidly in proportion. 

(J. If the tax were put down to 70 cents, do you say there would bo a largo 
increase in the production of whisky?—A. Yes; there would be a very large 
increase in the jiroduction of spirits. I do not think there would be any increase 
in the consumption of whisky projier; i. e., drinkable whisky. 

Q. Would it be in excess of tho amount that is illicitly distilled now?—A. Oh, 
yes, in excess of everything now. In the first idace, they would collect the reve¬ 
nue upon a large part that does not now pay. Then there would be an increase 
in the output. I do not think they would stop all the moonshine whisKy busine.s3 
on 70 cents, but I do think they would stop it all on .50. 

y. Do you say that this excessive tax does not interfere with the ipiantity of 
whisky consumed by drinkers, but that it has interfered with the amount of 
whisl^ that goes into the arts and manufactures?-A. Yes. 

Q. Therefore, what you have said is not a temperance argument after all?—A. 
I do not think it affects the drinker, at least materially; it may to some extent, 
but for the ordinary drinker at the bar not at all. It might affect tbe man who 
buys his whisky by the jug or by the bottle. You can very readily calculate the 
effect. The present tax is |1.10 a gallon. If you put the tax down to 70 cents 
there is a difference of 40 cents, which is 10 cents a quart and .5 cents a pint; but 
when a man wants to get a pint bottle of whisky he is not going to stop on 5 cents, 
if he can get the 5 cents. 
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Q. (By Mr. Faiujuiiak. ) Cuu yon give the commission any ido;i v.’lir.t yon think 
the increase in production would lie provided the tax was so low that the product 
could enter into manufacturing V—A. There is nothing to base a calculation 
upon, i. e., there are no definite figures. I attempted that and I did ma2e a 
rough calcnlation, but I forget what it was. It was at the time that I prepared 
this argument on the price of corn. It was very large. There are more than a 
thousand things that are manufactured, as I calculated then, into the making of 
which alcohol goes, that are now not made, or if made at all, to a very limited 
extent in this country, but that are made in other countries where they nave free 
ahaihol and the free use of it. It would be so large, I think, that at .W cents there 
would be a large increase in the revenue over wliat we get at the rate of $1.10. 
In other words, the amount of production would be over two and a half or three 
times what it i.s now, and the most of that increase would go into the manufac¬ 
tures and benefit the establishments concerned. 

COST OF COLLECTING THE TAX. 

Cj{. (By Representative Livingston.) What does it cost the Government of the 
United States to collect the whisky tax?—A. I do not remenilier; that is a mat¬ 
ter of figures, which can bo obtained from the reports of the Commissioner. 

Q. I asked the question because I thought it might suggest an amendment to 
the law conceniing the collection of the tax. Suppose the tax should be levied 
on the sellers, the wholesalers and retailers, would not that reach all the whisky 
to be taxed, including the moonshine stuff, and reduce the cost of collection ,'50 
or 7.1 per cent?—A. My investigations and experience would not warrant mo in 
passing on that question ; it is one I have never considered. It seems to me it 
would lie a very complicated and very intricate matter to determine how to col¬ 
lect the tax without having an evasion of it and allowing goods to got on the 
market unpaid; and you could not at all times and in all places discover, by 
insj^tion, what goods had and what had not paid the tax. There are exports 
in the revenue who have followed that subject. 

Q. You understand that no package would pay a tax or be branded, and no 
stamps would be l)Ought; but whenever a drink of whisky was offered for sale 
it would pay a tax. My que.stion is this: Could not the Government collect the 
same amount of revenuo that it collects under the present system with 7.5 per 
cent less cost?—^A. The theory now is, and I am disposed to concur in it, that the 
jiroduct should not get out of the hands of the Government officer until the tax 
is paid. 

y. That is the tlieoiy.—A. And in the largo manufacturing concerns I do not 
think it does. The Government has got its hands on it and has absolute, i)hy.sical 
possession of tho entire product until the tax is paid. Them it goes out in such 
form that the party gets tho stamp of the Government, so that there can be no 
cheating, and the officer who sends it out must account for those stamps. It is 
checking one by tho other, and I should want to investigate pretty closely before 
I would reconunend to let up on that line. You would have to chalk every glass. 
When it is not very dangerous, the inclination of man—the ordinary man—is to 
cheat the Government if he can. In the case of tliese large distillers the penalty 
is very heavy. If one of them is found cheating the Government, he forfeits his 
distillery and loses an immen.se fortune. But if a man with a little distillery, 
which ho can take around on a mule, is caught and his distillery forfeited, there 
is a stoppage of revenue for a week or two, and then he will get another one. So 
that, in one man’s hand, both lieiiig of the same temperament, it is tolerably safe 
because of the consequences that ivill follow, where it is not in the hands of the 
other man. I wish I could answer your question more satisfactorily, but it is a 
subject that I have not studied. 

Q. When you come to consider tho cost of collection under the present system, 
do you not have to consider tho expenses of tho district courts, the United States 
marshals, and the commissioners who have been trying these moonshiners and 
illicit distillers from Virginia to Texas?—A. I would reduce that cost by taking 
away the inducement of the moonshiner to carry on his trade. I would make 
the whisky so cheap on the market that he could not afford to do the work. He 
might better chop wood; he could make more money. 

Q. (By Mr. Phillips.) Before proceedingfurther with this discussion, it might 
be well to finish the general questions regarding the Distilling and Cattle Feeding 
Company. 

PROPEKTY OF THE DISTILLING AND CATTLE FEEDING COMPANY SOLD. 

A. August 14,1895, the receiver of the Distilling and Cattle Feeding Company 
sold at public auction certain properties of tho said company fof $9,800,000. 
These properties were purchased by the American Spirits Manufacturing Com- 
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lany, and consisted of; ShuMdt Distillery, Cliica^o; Central distilleries, St. 
jouis; Star and Crescent distilleries, Pekin, Ill.; St. Paul Distillery, South St. 
|aul, Minn.; Riverdale Distillery, Riverdale, Cook County, Ill.; Hamburg Dis- 
illery, Pekin; Northern Distillery, Peoria; Manhattan Distillery, Peoria; Mon- 
rch Distillery, Peoria; Great Western Distillery, Peoria; Woolner Distillery, 
’eoria; Peoria Distillery, Peoria; Willow Springs Distillery, Omaha; Consoli- 
ated Distillery, Cincinnati; Maddux-Hobart Distillery, Cincinnati; The Wabash 
Mstillcry, Terre Haute; The Latonia Distillery, Milldale, Ky.; and the office 
■uilding of the Distilling and Cattle Feeding Company at Peoria. The price paid 
fas a lump sum; there was no particular price for any distillery. The American 
.pirits Manufacturing Company was organized by a committee of the stock- 
olders. The amount realized on sale of those properties, it is estimated, will 
xceed all liabilities and bo about .‘JIO.SOO.OOO. There are some claims still in liti- 
ation and until they are finally disclosed of the receivership can not Ix) closed 
V. I am continuing to act as receiver merely pending the settlement of these 
lainis. 

Q. (By Mr. .Tesks.) You say that the amount of property turned over to this 
ew company, the American Spirits Manufacturing Company, is, in your judg- 
lent, about ten millions and a half ?—A. Yes; about ten millions and a half. 

Q. Would that amount be realized if the,so properties were sold in open mar- 
et separately to dilferent individuals?—A. I think it would; I think that would 
le a fair valuation for distilling puiiioses. 

Q. What is the capitalization of the American Spirits Manufacturing Com- 
any?—A. It is thirty-five millions, the same as the old Distilling and Cattle 
'ceding Company. 

Q. Is part of it in preferred stock and part of it in common stock?—A. Yes; 
aS.OOO.OOO common and $7,000,000 pretiu-red. 

Q. So that here, again, we shoulil be .substantially right in saying that perhaps 
third of the stock would represent a fair cash selling Value ?—A. The American 
pirits Manufacturing Company madt; an assessment upon the stockholders of $4 
share, and that assessment added to the amount turned over to them l)y me as 
eceiver of the Distilling and Cattle Feeding Company, to that ten million and a 
alf, and the value of the remaining distilleries not sold to the reorganization com- 
littce, would be a fair cash value of their assets at the time. 


NO JCXnOKT.VTlON <IF SI'IKITS. 


There are one or two (piestiims further that have been suggested along this 
ne. Ibis there been much exportation of s])irits of late ye;vrs ?—A. Very little; 
ractically none. Exportation has been stopped by the friction created by the 
loveniment. 


EFFECT OF IlOSTIT.l! I.EOISI.ATTON. 


tj. It has often been suggested in coimts;tion with these larger combinations in 
rade that it has been necessary for them to proti'ct themselves against hostile 
ttacks in our legislatures, that considerable expenditun' has been made for that 
urpose, and that they have also made uni to large cxpmidi tures for instigating and 
Bcuring lefjislation favorable to them. Did you find any evidence along either of 
heso lines in taking up the work of this trust ?—A. I found no evidence of auy- 
hing of that kind, except in common report. 

tj. You found nothing in that regard at all?—A. Nothing that showed. There 
^ere some cases that looked as though there might have been expenditures of 
loney for the prevention of sandbagging legislation, but nothing definite. There 
< a general belief, however, among the men operating that it is necessary to make 
p a fund of that kind. A large portion of this, however, I am satisfied is fraudu- 
uit. While sums are doubtless collected for the prevention of the destruction 
f the business by hostile legislation, I am sati.sfied that the collectors of it are 
lie main beneficiaries. It is very rare that the distilling interests have to fight 
11 act of the legislature in our State and I have not in the other States that 
have gone through seen anything of it, notwithstanding the fact that sand- 
agging bills are introduced at nearly every session. 

Q. Yon spoke this morning with reference to the increase in price that followed 
he organization of the Distillers and Cattle Feeders' Trust, and said that yon 
bought the price wa,s put so high that it ultimately resulted in the destruction 
f the trust Itself?—A. Yes; the price of its product. 
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WHO BEAKS THE BUKDEN OF AN INCKEASK IN THE KKICE OF SITUITS. 

Q. Now, when the price of the product is put up in this way, considerably 
above the ordinary competitive price, who hears the burden, inyourjndKnient?— 
A. The consumer, in manufacturing; the retailers, when sold by the glass; the 
consumer, when sold by the bottle or iug. 

9 . That is, the man who drinks the whi^y?—A. No; the mah'who uses the spirit; 
it is not a beverage, you know. Only a very small percentage of all this product 
is converted into a beverage. That is, of this high proof spirits, a very small 
proportion is converted into whisky. The larger proportion of it is used in 
manufacturing, and is the alcohol of commerce. 

Q. Supposing, let us say, a third goes for consumption—that is, for making the 
beverages that are used in ordinary consumption—would you think that it was the 
consumer of that who bears the burden, or would it be the retail dealer ?—A. The 
man who drinks the whisky, when sold by the bottle; the retail dealer when sold 
by the glass. 

Q. Yes?—A. To the man who is drinking it by the glass it does rrot make a 
particle of difference—the price is the same to him. 

Q. Would it be the retail dealer or the wholesale dealer? Where dexis this tax 
fall?—A. It would l)e divided along the line, of course lessening the profits of the 
retailer and the wholesaler. The man who drinks by the glass at the bar would 
not be affected: and a matter of 3 or 4 cents a gallon would rrot greatly affect the 
man who buys by the small bottle. He would pay some of it, but the m.an who 
buys a larger (piantity, i. e., by the gallon, or by the barrel, would pay it. 

Q. Part of it would stop rvith tho retailer ?—A. Yes; the retailer would bear the 
greater portion of it on an average, and would receive the greatest benefit of a 
reduction in the taxes on alcohol and spirits for manufacturing purposes, and for 
the e^ort trade, which is an important factor. 

Q. The (piestion is suggested as to whether the price of whisky, even for the con¬ 
sumer by tho glass, was. not cheaper under the old revenue tax of 150 cents long 
before this revenue tax of $1 was levied?—A. No, I think not; my exi)erienco does 
not go biick to anything anterior to tho tax, save by way of the general state¬ 
ment that everything produced from grain was cheaper then. Before the war. 
in 1800 and 1861, corn was 7, 8,11, and 10 cents a bushel; we used it in lieu of coal, 
because it was cheaper; and whisky was very cheaji, but tho yield of spirit piu’ 
bushel was, however, much less. I estimate that it cost then only from 7 io 13 
cents agallon to the retailer, but he sold it under conditions different from what 
they do now. The tax is only a part of the burden laid on by the Government; 
the comidianco with the rules and reiiuircunents which are ncces.sary entails a 
largo expense to the distiller. The country is different now; then, out West, it 
was miles between houses; now there are houses and farms everywhere, and we 
are getting toned up higher and we are selling things for 3 or 3 cents; they would 
not stop to take 3 cents then. It would be 5,10,15, or 20 cents a drink for whisky, 
regardless of the revenue tax on it. 

EFFECT OF THE COMBINATKIN ON ITS MEMBERS. 

Q. Judging from your observation, since you have been acting as receiver for 
this company, what do you think has been the effect on the individual distillers 
of going into this great combination ? Have they, on the whole, been benefited or 
injured?—A. I think they have lost money in it. 

Q. You think they have lost?—A. I think it has been a detriment to every man 
that touched it, except probably a few individuals. 

Q. Can you explain more fully just where they hist? Did they lose during the 
first two or three years, or was it when tho combination broke up?—A. No, I 
think they thought they were ahead for a while. In the first place, they thought 
no distillery could compete for the trade, big or little; it was theirs; they owned 
it; and in the next place, they got a lot of certificates, the value of which was 
probably two or three times the value of the distilleries which they represented, 
but it said dollars on them and they felt rich and carried them along. At first 
the certificates went up and up, and by and by down and down until they got to 
be worth almost nothing, so that they went from the poor little distilleries that 
they actually owned, but which produced some Income for them, to a lot of paper 
trash that depreciated to a few cents on the dollar and finally left them out of 
business. 

Q. (By Mr. Kennedy.) Was not Mr. Clarkc’8,testimony to the effect that they 
gave the value of the distillery in cash and the value again in preferred stock and 
the value and a half in common stock ?—A. When he made that statement he 
was doubtless referring to the later organization. 
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Q. (By Mr. Jenks.) There went into this combination, of course, a good many 
distillers who were favorably situated with good plants, and who had been mak¬ 
ing money; but there were a good many more who were not well equipped and 
who wore not making much money. What was the effect on owners of the better 
distilleries ?—A. Of the better distilleries ? 

Q. Yes; what was the effect as regards their profits and the advantages which 
they could get from such a combination?—A. There were a few of the leading 
men who went into this combination who made profits and accumulated largo 
fortunes; they had largo fortunes before the break. Some of them lost very 
heavily, principally in stock speculations; but I should say that, of the small 
concerns that went in, the rule was loss. Some who ■went in got certificates and 
immediately converted them into cash before the market fell and invested the 
proceeds in other clas.ses of jiroperty. They did well, but those who held on to 
their certificates lost. 

Q. They lost rather than the largo ones ?—A. Yes: I think from the start; most 
of tliem started in with something and got out with nothing. 

Q. (By Representative Otjen.) Did they receive dividends on their .stock?—A. 
Yes, they received dividend.s. 

COMBINATIONS KOU CKKTAIN I’lIKl’OSES VKltY DANdWtOUS. 

Q. (By Mr. Fahquiiar.) You h.ave already touched uixm some phases of indus¬ 
trial comliinations in a part of your testimony. What is your general view of 
the present forms of combinations that are being chartered in New Jersey and 
elsewhere?—A. I am not familiar witli the facts of their organization, but I 
regard any organization or combination to control or (sirner tlii! markets of the 
country for the purpose of raising prices as very dangerous, no matter what line 
it is in. Ttiey are undertaking to combine in some lines in which I think it is 
impossihh! of accamiplishmeiit. In those cases the real sufferiTS will be the men 
who liny the stock, i. e., thosi' who invest m most of the industrials. But where 
larger cajutal is ri'quirod, as in iron and steel, and where competition can not bo 
ea.sily lirought about, combinations will bo very dangerous and be very injurious 
to the country. The safety of the (government recpnrtss that they bo sniipressed. 
The OIK! will Ixs a temporary the otluT a ponnanont injury. But those enterprises 
that cheapen the cost of production and reduce the price to the consumer will be 
beneficial. To prohibit them, if it csnild bo done, would be to give their trade to 
others at a greater cost to the public. 

t^. Do you suppose that most of the injury will come from the fact that they 
will issue stock and then catch the willing public, what they call the “gudgeon,” 
on Wall Street, and that those will bo the ones who will suffer?—A. Those will 
he the ones. They wall form a combination and issue new stock for t'wo or three 
times the amount of the old, and in a little while the combination will all go to 
pieces, just as the whisky trirst did, and the men who have got the stock will lose 
the money. The men who effected the organization will have their jirofits. The 
motive in most of these industrial combinations is to “ Heece the lambs.” 

(J. Is it not possible in some of the great capitalistic combinations in this coun¬ 
try, tor instance the Carnegie Steel Comx>any and the Standard Oil Company, for 
the owners of idants to ketu) on a business basis, maintain a large capitalization, 
and do a fair business? In other words, does the matter of overcapitalization 
affect the product at all, provided the business is done legitimately and through 
the ordinary market?—A. The overcapitalization only means a smaller income 
from the capital or a larger demand from the consumer. The kind of organiza¬ 
tions that you speak of, in my opinion, if permitted to go on, -will absolutely con¬ 
trol the markets of the country and get whatever they please to demand for their 
product. They can control the output. Weliavegotto keep our jieople work¬ 
ing ; we have got to do something to dispose of the product of their labor. I think 
the remedy for that is more markets; wo must go into the markets of the world 
in the lino that I have suggested in the spirits manufacture. I think that Illinois 
alone, or Illinois and Iowa, at least the (sn-n belt, will furnish the whole world 
with siiirits, if somebody will take hold of it and break the line and let them out. 
The remedy is to make a market for the product of our workshops. A combina¬ 
tion of immense interests, like those of iron and steel, can not be met by home 
competition. It is not in the nature of man to keep down the jirice of his prop¬ 
erty when he can hold it up so long as there is a market. The only way it can 
be met is to invito foreign competition, but that is quite as harmful as it would 
lie to leave our workmen unemployed and produce financial distress. The right 
way is literally to crush such combinations by the authority of the Government. 
They are inimical to public safety. 
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Q. You stated in your testimony that the cause that led to the end oi ..no 
whisky trust was the fact that they had got control of the market by buying up 
competitive plants and then raised their product to a price that invited compe¬ 
tition by the erection of now plants, causing overproduction, and therefore they 
went to i)ieces. Is that so ?— A. Yea. 

Q. Docs that hold good in any industrial pursuit in this country where they 
have a larg(! capitalization ? —A. It does not hold good where the capitalization 
is very large, as in the iron business. We can raise $0,000 dr $30,000 to build a 
distillery whore we c.an not raise fifty millions to start an iron mill. You can 
find thousands of men in Iowa and Missouri that will start distilleries whore 
there is a profit of 40. 50. or 100 per cent; but yon can not get the men anywhere 
to start iron and steel mills that cost forty or fifty millions. 

WHAT THE PROFIT IN SPIRITS SHOOI.O BE. 

Q. What would yon c.all a safety per cent of dividend in the spirits trade?—A. 
In the spirit trade ? 

Q. Yes.—A. They ought to have from a cent to a cent and a half a gallon; in 
some cases possibly 3 cents iier gallon. The commercial arrangement that I told 
you I went into I think was fair; it was within these limits. They should make 
a fair profit. Every man should h.ave the right to a fair profit for his labor and 
his capital, and a cent or a cent and a half a gallon would bo a fair profit, irre¬ 
spective of the amount of capital he had in it. 

LITTLE ADVANTAOE IN EXTENPEI) COMBINATION. 

Q. How often does the spirit trade turn over its capital in a yc.ar?—A. I did 
not go into that. This report of dividends will indicate to yon the profits on the 
stock. Therti is a report of thosi! dividends and then other fund.s—earnings that 
were used for purposes of increasing their plants, and that was (m a capitaliza¬ 
tion of about thirty-five millions. The cash value of the propiTties in actual use 
would have cost much under that, say half of it, so that you would double the iier 
cent of dividends upon an actual cash basis. 

Q. (By Mr. A. L. Harris.) It is chiefly an economic (jnestion. If you have .5 
distilleries with an output of .5,(I0(l,(l(HI gallons a year each, would they produce 
the 2.5,000,000 gallons more economically than oni^ distillery e(|ually well located 
could produce the same amount?— A. They can not do it under like conditions 
The concentration of the plants to a jiractical limit clieapens the cost of 
production. 

Q. Would the five have no advantage in buying raw material over the one m 
the open market?—A. No: not that I see. 

Q. If they were distributed over the entire country, and the nunibiT increased 
from .5 to 2.5, say, and produced a hundred million gallons a yc.ar, would they not 
have any advantage over the one equally well located?—A. Not on the cost of 
production. 

Q. Would there not be an economic advantage in the cost of jiroduction?—A. 
Up to a certain point the more you concentrate, the more you reduce,the cost of 
management. You get to a point where, of course, you can not go any further. 
What that point is, I have not had experience to determine; but you could deter¬ 
mine it. As a rule, the point of most efficient operation would be reached when 
they absorb the product of the country all around them; when (cxpcirseis increased 
by bringing in the material from other districts. I do not think, unless there were 
exceptional conditions, that any manufacturing business would be weH located 
if located all in one spot. Of course, the matter of transportation is an impor¬ 
tant one. 

Q. In asking the question, I had in mind the combination of plants that are 
scattered all over the United States.—A. There is absolutely no use of combining 
where they are scattered all over the country. If combinations are formed it is 
to get a comer on the market and better somebody s fortune. There is no prac¬ 
tical advantage in it; not a bit. For instance, the distilling jieople had distilleries 
in Peoria, Nebraska City, Pekin, St. Louis, Cincinnati, over across the river in 
Kentucky, and in a dozen different places. There was absolutely no necessity 
for combining. It was only to control the market, limit the output, and commit 
extortion. They attempted to do it and failed, simply because, as I have explained 
to you, it did not reiiuire a large capital to get uj) competition—to build new dis¬ 
tilleries. Wliy, they threw away property that cost them hundreds of thousands 
of dollars merely to eliminate it; they paid men fo» staying out of the trade; 
they paid rent on this abandoned land right along from year to year, nearly 
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$100,000 a year. I have got on the roll here, I think, $100,000 approximately, if I 
remember it, a year for rent for nothing. They rented the places where the dis¬ 
tilleries were in order to imt them out of the way. 

PRICE or SPIRITS RASEn UPON THE PRICE OF CORN. 

Q. If they had reached the point where they could make it more profitable for 
the capital invested, would they not have to control the output as well us the 
price of the raw material on tho'market?—A. Yes. They did not seek tocontrnl 
the j)rice of the raw material; corn is really their guide. The corn market is 
the indicator for the spirit market, and as corn goes up the cost of production 
goes up. They did seek to control the output and succeeded for a time, while fair 
prices were maintained, but when extortion was attempted they bailed. 

Q. That is owing to the fact of the immense amount of com, and the various 
uses to which it is put. Is thattrae in any other industry ?—A. No, because they 
have to pay for the corn. They get the com in a solid form and after they run it 
through the mash and the still it comes out in lupiid form. Every bushel of com 
produces from 4 to 4.85 gallons of spirits. The cost of the spirits is based upon 
the cost of the com; it is corn in liquid fomi; and the price of the com is, of 
course, controlled by the amount of it comsumed. If you will open the markets 
of the world to these people and let them run the com through their mills and 
ship the liquid spirit, the price of corn will go up beciiuse there will be more 
demand for it, the consumption being greater. With proper encouragement by 
our Government, i. c., the necess.ary facilities in handling for exiiort, I am confi¬ 
dent that the grain used to make spirits for export would be greater than the 
whole amount now used for all distilling purposes, and that a SO-cent tax would 
reiiuire double the present amount to meet the dem.and on an easy exijort. And 
a low tax that would permit the use of aiiirits and alcohol in manufactures would 
reijuire at least four times the present amount of grain to meet the demand of 
our distilleries, and would necessarily raise the price of grain. If you reduce the 
tax on the liquid com there will be more of it used in the arts and sciences and 
manufactures; and if you will provide rules under which it can bo exixu-ted— 
merely prevent friction—more will be exported. The law as it now stands and 
the rules for its enforcement are iiractically a lu'ohibition on the exportation of 
spirits and alcohol. 

EFFECT OF OOMRINATIONS ON THE I'RIOK OF RAW MATERtAT.. 

Q. Suppose that corn was used only for the manufacture of .spirits, what would 
be the effect of (mmbinations upon the price of raw material?—A. If the com 
had no other use ? 

Q. If the com had no other use, as raw sugar is used chiefly for m.aking refined 
sugar, what would lie the effect upon the raw material ?—A. On the corn? 

Q. On the com.—A. Why, it would not have any price; they would have to 
stop raising corn. It would not bring enough to pay the cost of production, 
until the supply was correspondingly diminished. 

Q. Supposing there was only an amount of corn raised sufficient to supply the 
demand for spirits, and that competition was destroyed so far as the producer of 
corn was concerned?—A. I think the natural Law is that, if you limit the output, 
you increase the price, because there is .an increa.sed demand. If the amount 
produced is not equal to the amount consumed, the price! necessarily goes up. 
The whole thing depends on regulating the output, or getting a market for the 
output. I do not however conceive, and never have, that you could limit the pro¬ 
duction of corn to the amount required for spirits. Increase the export of spirits 
and its use in manufactures and you increase the demand for, and necessarily, 
the price of com. . 

Q. All of the raw sugar at the present time is, of course, not converted nito 
refined sugar, but what I was trying to get at is the effect of the large combina¬ 
tion that substantially controls the refined sugar. What effect does it have on 
the raw sugar? It was the general economic proposition that I had in mind, 
rather than the special circumstances of the distilling business.—A. I can not 
conceive of such a condition; I might construct a theory about it, but I do not 
think it would be worth a button after I had; it would bo mere gucs.sing. I do 
not see how a condition of that kind could be permitted to e.xist. If there was 
no use for com except to make spirits of it, and one set of men had control of all 
the spirits, they would have control of all the com; but that would not be tol¬ 
erated; that is all. In these industries where a small amount of capital is 
requir^ I do not think it would bo possible for them to do it. They may do it 
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for a while, but in the end they will get downed; they will be troublesome while 
they are in the ascendency. The only way they can control the spirit output is 
to cheapen the prodtiction, as can perhaps be done in Peoria, and sell at from 
one-half to two and one-half cents a gallon cheaper than anyone else who has 
not the same conditions. Of course, with the same conditions elsewhere their 
prices could be met. 

Q. (By Representative Otjen.) I understand that yon regard the.se large com¬ 
binations, such as the iron combination, as injurious?—A. Very; they are a 
menace to our form of government. They are a pennanent evil, while other 
trusts are but a temporary one. In the end some of them may reduce the cost of 
production and result in some good after doing much harm. 

Q. Have you any suggestion how that can bo prevented, or how a remedy could 
be applied?— A. I have not been a student of that (piestion, anituny opinion would 
not be of any value. I really have not come to a conclusion with which I am 
myself satisfied, but I would stop the fohnation of trusts. Just how I do not 
know, but I would stop them some way. I would hold them up somewhere on 
their mad career and give them a shock. There is sufficient power under our 
State and Federal constitutions. It is an inherent power of the Government to 
protect the poimle from oppre.S8ion of this character. 

Q. (By Mr. Jenks.) Have you any definite information with reference to the 
profits of the new companies, the American Spirits Manufacturing Comiiany, the 
Standard Distilling and Distributing Company, and some of the.se later organiza¬ 
tions?—A. No; not much. My mind has been kept on other work and I have not 
paid much attention to those matters. The knowledge I have would not be of 
any value, except what I have already given you. It is my belief that these men 
are working on the line of reducing the cost of production. I know for a cer¬ 
tainty that the American Spirits Manufacturing Company is, Inicause I have 
worked with those gentlemen in getting the business straightened out and start¬ 
ing them on from the point where I dropped it. 

AFFIDAVIT. 

State of Illinois, Cmmhjof Cook: 

I swear that the statements made by me of my owm knowledge in the foregoing 
report of my testimony before the Industrial Commission are true, and that all 
other statements 1 believe to be true. 

John McNi'I.ta. 


Swoni and .subscribed before me this .ith day of .Inly, l.sitl). 

[seal.] E. M. Colto.n. 

Xotorn J'liblic. 


Washinoton, 1). C., MoiJ I'.l, IS!)!). 

TESTIMONY OF MARTIN R. COOK, 


Wholcsule liquor (Imk)'. 

The Commission met at 10.4'i a. m., Vice-Chainnan Phillips presiding. Mr. 
Martin R. Cook, of 146 Franklin street. New York, N. Y., appeared as ji witness 
on the subject of the whisky combinations, 

Q. (By Mr. Jenks.) What is your business?—A. Wholesale Ihiuor dealer. 

Q. How long have you been engaged in the business?—A. About il6 years. 

Q. So you have been in business during the whole period of these different 
combinations among the distillers?—A. Yes. 

Q. Have you, during all this period, had dealings with all of these different 
combinations, from the old pools through?—A. Yes. 

EFFECT OF THE FIRST COMBINATIONS ON PRICES. 

9- Would you be kind enough to give us your opinion as to the effect upon 
prices that the old pools among the distillers had, before the formation of the 
so-called whisky trust?—A, We had several pools for the regulation of prices, 
which practically resulted in the formation of trusts.- As I recollect it, the first 
attempt at a combination was conducted by a man named Miller—Buffalo Miller. 
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I do not know that they called it a trust at that time. The trust, organized by 
Mr. Greenhnt, was at a later miiod. 

Q. Do you remember anrthing as to the effect on prices of this earlier pool 
organized by Mr. Miller, betore the organization of the trust?—A. Its effect was 
to advance uie price of the raw product, spirits and alcohol. 

Q. About how long did the pool organized by Mr. Miller last?—A. I do not 
remember. 

PRICES PIXED BY THE TRUST. 

Q. What was the effect of the whisky trust, which was organized with Mr. 
Greenhut as president, upon prices?—A. Before this trust was formed there was 
great competition and general demoralization in the business. After the forma¬ 
tion of the trust prices became more regular to the jobber, and the trust required 
the jobber to sell at certain fixed prices to the small dealer. The arrangement 
was very similar to the one followed at the present time by the sugar trust. 

Q. That is to say, the trust itself fixed the price at which the jobbers should 
sell to the dealers?—A. Yes; and the arrangement was a very satisfactory one 
while the trust adhered to it; it maintained a fair price and was willing to accept 
a fair profit. 

SYSTEM OP REBATES. 

Q. In case the wholesale dealer did not observe the price fixed for him by the 
trust, was there any penalty attached?—A. Yes. 

Will you explain that to us ?—A. The buyer had a rebate ; if he violated the 
price agreement, or bought from any other parties, he lost his rebate; or, in other 
words, the voucher which was given for rebates was conditioned upon his loyalty 
to the trust to the extent of making all of his purchases from it. 

Q. Was this system of paying rebates and fixing; prices made Iw the old Dis¬ 
tillers and Cattle Feeders’ Trust, or by the Distilling and Cattle Feeding Com¬ 
pany after the first association had reorganized ?—A. It was by the first trust—that 
organized by Mr. Greenhut. After the organization was formed they advanced 
prices and demoralized the whole business. 

EFFECT OP THE INCREASED PRICE ON THE MARKET. 

Q. Do you recall for about how long a time the trust kept prices at what yon 
considered fair rates, so they could hold the market steady ?—A. I do not; I can 
not toll you without referring to onr books. 

Q. But you state that afterwards they succeeded in demoralizing the market ?— 
A. Yes. 

Q. How ?—A. By advancing the price when there was no corresponding advance 
in grain. Just prior to their breaking up they made several advances, that were 
entirely uncalled for, of about .5 cents at a time, which, as I recollect, amounted in 
the course of 30 days to 20 cents a gallon. There was no reason for this that 
they could give, except that it might affect the stock market. 

Q. Why should they desire to influence the stock market?—A. I do not know, 
but surmise that if they were stockholders they might want to enhance the value 
of their stock. 

EFFECT ON CONSUMPTION. 

Q. What was the effect upon the consumer of the product, or the effect on the 
consumption of alcohol, of pushing the price mi so suddenly 20 cents a gallon ?— 
A. All ^vances of that kina have a tendency, I think, to lessen the consumption. 

Q. In this special case, do you think that orders for the goods on the part of the 
wholesalers were decidedly and immediately checked ?—A. I have no doubt that 
people who understood the situation and were unable to see any adequate reason 
tor the advance held off in making purchases. 

Q. For how long a time did this very high price last?—A. I do not recollect; 
not very long. 

Q. Any longer than a month or 2—2 or 3 months?—A. Not more than 2 or 8 
months; I do not think as long as that; I can not tell yon now. 

SYSTEM OF REBATES EXPLAINED. 

Q. Will you explain to us a little more in detail just what this system of rebates 
was?—A. ft was something like this: If the market price, as it is to-d^, were 
$1.26, we will say, they addM on 7 cents a gallon, and we all paid $1.82. For that 
7 cents they gave us a rebate voucher, payable 6 months after date, provided we 
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had made all of our purchases of them and complied with their regulations, as 
stated in the voucher. 

Q. Were you compelled to make oath to the effect that you had bought only 
from them and sold at the price they had fixed?—A. Yes: when we sent our 
vouchers for collection we had to make that oath. 

Q. Are you speaking now of the rebates of 7 cents a gallon given to the whole¬ 
salers?—A. Yes; those are the rebates; but sometimes, I think, whore we our¬ 
selves sold to wholesalers we were allowed to give vouchers on behalf of the 
trust. For instance, if we sold to a jobber in PWladelphia or Baltimore or to a 
large retailer, he would receive a voucher and pay the 7 cents advance, the same 
as we had. Instead of our paying it all, we were allowed by agreement to make 
vouchers; so that the trust, instead of our company, paid the Philadelphia or 
Baltimore buyer the rebate on his purchase from ns. " 

Q. That is, you would take a rebate of 2 cents a gallon and he would have a 
rebate of 5 cents a galloii, or how was it distributed?—A. I do not recollect how 
it was now, but in substance it w'as 7 cents. 

Q. Was it 7 cents for the whole.saler, or ivholesaler and retailer together?—A. 
I think it was the same all the way through. I think, it was. I would not be 
sure, but my recollection is that it was. 

Q. Your recollection, then, is substantially thi.s: That if a person wi.shed to get 
at the real price of the product from the market price, as quoted, he should deduct 
7 cents a gallon?—A. If he w'anted to know the net cost to him ultimately, pro¬ 
vided he lived up to his agreement with the trust, then he would be entitled, at 
the end of the 6 months, to 7 cents less than first cost. 

Q. What was the effect of this rebate system uixin the trade?—A. In what way? 
Q. After the rebate system had lieen in vogue tor some years, I have understood 
that the combination itself had trouble in paying these rebates to the wholesalers. 
Isthattrue?—A. When the dealers found they were unable to collect their rebates, 
there was a feeling of great dissatisfaction. 

Q, What action was taken by the trade in order to secure their jiaynient ?—A. 

I think many of them commenced suits to collect. 

Q, Was there any general, organized movement on the part of the dealers to 
whom rebates were owing?—A. I think there was one or two things of that Idnd 
started, but they were never pu.ihed very far; 1 do not think they amounted to 
much. 

Q. Did you yourself have any connection with .such a movement as that—one 
that was more or less uniform among several dealers?—A. Yes; I think I had, 
but the distinct details of it I can not recall just now. 

INCREASE IN PRICE CLTIMATEI.Y PAll> BY THE CONSUMER. 

Q. You have spoken of the very decided increase in price, unreasonable Increase, 
as you thought, on the part of the Distilling and Cattle Feeding Company. Upon 
whom do you think the burden of the increase ultimately rested? Who, in the 
main, bore the burden ?—A. I think that it was ultimately paid by the consumer. 
So far as the retail liquor dealer was concerned, prices remained the same. It is 
difiScult to change retail prices in this business; in fact, it is not attempted. If 
the retailer maintained and sold the same quality of poods, then he was the suf¬ 
ferer ; as a rule, however, on account of accumulating licenses and taxes and 
increased cost of doing business, the retail dealer has Men compelled to sell a 
class of goods which has continually grown poorer and co.st less money. 

Q. You yourself are a rectifier, are you not?—A. We are rectifying as know'n 
under the law. We do not do any real rectifying. All we do is to buy the high 
spirits and reduce them to proof. That is what is called rectifying now.' In that 
sense we are rectifiers. 

Q. Can you tell ns something from your own experience concerning the 
changes in the demand of the retail dealers for different grades of goods, so as 
to midre plain what you have said about retailers buying cheaper grades of goods 
when taxes or prices are high?—A. There is no doubt about that. It is known 
by every wholesale dealer who has experience. Look at the condition, for 
instance, in Pennsylvania, where they nave a very high license. They were 
large consumers of fine goods, and we perhaps handled as many of those goods 
as anyone. Fifteen yeais ago it was not an unusual thing for us to get from $4 
to $6 a gallon for strictly fine goods; but now. for goods of emial nominal quality, 
it would be very diflicult to get more than half that price. In fact, it is an infre¬ 
quent occurrence for us to sell them the best goods they use for as much as P. 

Q. Ihd you notice the same effect when the prices^were put up by the whis^’ 
combinations, by the Distillers and Cattle Feeders’ Trust, and later by the Dis¬ 
tilling and Cattle Feeding Company? For example, very soon ^t® the trust 
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was organized, in 1888, they put the price very high; did you notice in your busi¬ 
ness during that year that the nature of the retailers' demand changed in the 
way you suggestM ? Did they ask for cheaper goods ?—A. Is that the time of 
that 20-cent advance ? 

Q. No; that was two or three years before. The 20-cent advance was in the 
latter part of 1892 and the beginning of 1893. At that time did you notice the 
change?—A. I do not recollect about it, but I should say, from general expe¬ 
rience, that such a short-lived affair would have had but little influence, because 
people will withhold from making purchases as a rule if they have stock enough 
on hand to carry them along for a while. 

Q. This first increase that I have spoken of, under the old trust, was an increase 
in price that lasted just about a year. Do you think that in a period of time of 
that length yon would notice the change?—A. How much was the increase? 

IX SOME CASES THE CONSUMER IS NOT AFFECTED. 

Q. There was an increase, in the first place, of about 4 cents a gallon, then 
after 3 months an increase of .5 cents a gallon more in round numbers.—A. I do 
not think that of itself would have made much if any difference. 

Q. Somewhere from 9 to tO cents a gallon?—A. I do not think even that would 
be enough to induce dealers to purchase a lower grade of goods. 

Q. The increase of 9 or 10 cents a gallon, then, would not be enough to affect 
the retailers’ price to any great extent ?—A. I do not think it would, because they 
would h.'ive to calculate, you know,on .lO or 00 drinks to a gallon, and such an 
increase would be but a small fraction of the price of a drink. 

Q. Under these circumstances you would say that the burden of an increase in 
price that was not over 10 to 3.5 cents a gallon would really rest on the retailer ?— 
A. 'Taking all other expenses into consideration I think it would; but that of 
itself womd not affect him much. 

Q. In that ca.se, then, the retailer is the man who pays most of the increase ?— 
A. I think that is correct. 

Q. Would the effect be the same, do yo)i think, in the case of bottled goods as 
in the case of goods sold over the counter ?—A. I do not think that goods with an 
established price in the market would lx> subject to change, unless they were low- 
priced goods. In that casts if it would make a difference of 25 to 39 cents, I think 
they might charge the difference ; but where there was a profit of $3 or $4 a case 
I do not believe they would make a change. 

THE EFFECT OF THE FEDEBAI. TAX ON SFIRITS. 

Q. Will you give us your opinion with reference to the effect of the present 
hi;^i tax of $1.10 per gallon of proof alcohol on the revenue? Do you think the 
(Jovemment would secure more or less revenue if the tax were reduced, let us 
say, to 75 cents a gallon?—A. I think the Government would get more revenue at 
$1.10; there is no doubt about it in my mind. 

Q. Do you think that the tax is, on the whole, pretty efficiently collected at 

E resent; not very much liquor gets on the market without paying a tax'?—A. 1 
ave no doubt about the tax being efficiently collected. We do not hear of much 
Illicit production. Occasionally.in New York, some East Side Russian Jew, who 
understands distilling on a small scale, is brought up; but, aside from that and 
what is produced in the mountain districts of North Carolina, Tennessee, and 
Kentucky, there is very little illicit whisky made. 

Q. Of course you can not give information in detail regarding this illicit dis¬ 
tilling in the mountains of North Carolina and Tennessee, etc.—A. I do not know 
that there is any way of forming an opinion. 1 do not think the amount of the 
tax cuts much figure in the matter of illicit production. It would be practically 
the.same if it were 75 cents. There is much talk atout the increase of illicit dis¬ 
tillation, but I think, when we come down to it, it comes from some man who 
wants a lower tax bwause he is loaded up with bonded whisky and wants to 
get out. 

USE OP SPIRITS IN THE ARTS AND SCIENCES. 

Q. Do you yourself sell many goods for the arts and sciences ?—A. Only in the 
way of alcohol. 

y. Do you suppose that, if the tax were lowered or entirely removed, there 
would be a large mcrease in consumption of alcohol in the arts and sciences?-^ 
A. There would be very much more consumed. It is a great mistake tliat it is 
not regulated in some way. 
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Q. Do you suppose, if the tax were reduced to 75 cents a gallon, this increase 
would be very decided ?—A. Yes; I think it would. It is, of course, impossible 
to tell how much, but I should say it would be 2.5 per cent. 

Q. Not enough, you think, to make up the difference in the revenue ?—A. Oh, 
no; it would not be sufficient for that. 

EFFECT OP THE LATER COMBINATIONS ON PRICES. 

Q. Have you yourself had any dealings with this later combination among the 
distillers, the AmexicamSpirits Manufacturing Company, or the Standard Distill¬ 
ing and Distributing Company ?—A. We have had with the Standard. 

Q. What has been the course pursued by the Standard as regards prices?— 
A. Well, as I remember it, their organization was practically oempletetl about a 
year ago. At that time we were re<inested to take the position of a distributer. 
We asked for the terms which they would give us, or special concessions that would 
enable us to do the business with a pi’ofit, and the best tenns we were able to get 
from them were what is known as the price to the smaller jobbing trade, i. e., 1 
cent per gallon, payable, provided we were loyal to them, 0 months after the pux-- 
chase, and a half a cent more, payable in sixty days, but from that half cent was 
to be deducted what they called the expenses of the organization and management 
of the distributing comjiany, so that, according to their estimate, the net amount 
fi'om these two sources would bo a cent and a quarter a gallon. 

Q. Was that to come in the form of rebate?—A. Yes; but there would be no 
voucher about it. It was simply an understanding—an agreement. 

Q. To be credited to you on the books?—A. Yes. 

Q. After how long a time was this to be paid?—A. The cent a gallon was to be 
paid six months after date, provideil we wore loyal to them, and the half cent in 
(iO days, with the same provision; but the half cent a gallon was reduced by 
expenses, as I stated, to about a quarter of a cent, making the total rebate a cent 
and a quarter. We thought we saw in that scheme an attempt to get control of 
the large jobbing or distributing trade of the country, inasmuch as they had in 
almost every large place—for instance, Cincinnati, Boston, New York, Philadel¬ 
phia. and Baltimore-Distributing houses of tlieir own,which, having been absorbed 
into the standard company, or part of it, were not affected by the cent and a 
quarter rebate, their principal profit coming from the distillery branch, or the 
stock they owned. Their earnings were in spirits. For instance, I recollect that 
we looked into the subject pretty carefully ift the time, and found that the cost of 
making spirits, provided it was through an ojieration of building a distillery with¬ 
out being loaded with the.se fixed charges, as they were, would be about 10 cents 
a gallon. At that time they were getting a profit of from 40 to ,50 per cent on 
spirits. 

Q. That is, they ai'e selling at something like 15 cents?—A. Yes; 14 to 15 cents. 
Of course it did not matter to them as distributers what it was. The cent and a 
quarter per gallon which they eho.se to offer us was not equal to a guaranty for 
loss by bad debts. We sell those goods tax-paid, and that means about $1.28 and 
$1.30 a gallon, or a little over $00 a barrel. They offered us a cent and a quarter 
a gallon, which was about 75 cents, for doing a business and having the risk of 
erwit and leakage and all other expenses on a barrel of good.s worth about $65. 
We declined to accept the proposition. We declined to act as distributers. 

COMPARISON OF THE EARLIER AND LATER COMBINATIONS. 

Q. Let US compare this offer that was made you by the Standard Distilling 
and Distributing Ckimpany with the terms you had from the former whisKy trust. 
How much did you get out of them?—A. My memory is not so good as it was 
sometime ago, and Ido not recollect. But the other arrangement was broad 
and satisfactory in comparison with this. It was very good, so far as the trust 
was concerned, and so long as they conducted it properly it was satisfactory to 
the trade. 

Q. Their unsatisfactory management consisted in putting up the price unrea¬ 
sonably high, as you thought, for speculative purposes?—A. It was partly in the 
too high price and partly m the small profit they offered us as distributers. The 
result was that we immediately looked about with a view of helping to build a 
plant in order to secure our supply at the lowest possible cost. 

Q. So you have built a plant of your own ?—A. Yes; in connection with several 
large houses we have. 

Q. Do you know whether the trade generally, if tljp dealers do not have their 
own distillery, prefer at present to buy of independent distillers or of the com¬ 
bination ? Is there any preference?—A. Yes; people who have been ia trade and 



THE WHISKY COMBINATIONS:—COOK. 


245 


have had much experience with the old trusts are not in favor of the present one. 
We have had cases recently where large houses paid us a half cent more because 
they felt their position as large houses was insecure, much the same as we felt 
when we decided to go out of our regular business and into the manufacture of 
spirits. 

Q. This last offer you said came to you from the Standard Distilling and Dis¬ 
tributing Company. The American Spirits Manufacturing Company WM, I 
believe, the organization that took over the most valuable plants of the old whisky 
trusts, along in 189.') ?—A. We understand so. 

y. Have yon any knowledge with reference to the tei-ms they make to the 
trade?—A. No. 

Q. It has been reported of late in the papers that the American Spirits Manu¬ 
facturing Company, the Standard Distilling and Distributing Company, the dis¬ 
tillers in Kentucky, manufacturers of rye whisky in the East, etc., are uniting to 
make one great organization to control practically all the manufacture of spirits 
in the country. Have you any knowledge with reference to this?—A. Nothing 
more than what I see in the papers. We would naturally not know much of any¬ 
thing about it. 

EPFF.CT OF INCREASED PRICE ON CONSUMER (RESUMED). 

Q. (By Mr. Kennedy.) To return to the question of who bears the burden of 
the increase in the price of spirits, you said, 1 believe, that ultimately the con¬ 
sumer pays it. Now, we have had considerable testimony to the contrary, and I 
would like to ask you what the effect is with the retail dealer who carries special 
popular brands of whisky. If ho continues to sell these special brands when the 
price is increa.sed, how does the consumer bear the burden V—A. Of course there 
are exceptions to all rules. I was only speaking of that in a general way. The 
retail price of the leading case goods on the market would not be changed unless 
the advance in the wliolesale price was large, because competition would prevent 
it. What I referred to was consumption in general. To illustrate, let us say that 
a large jobbing drug house in New York pays an advance of 10 cents. They sell 
to their retail customer, charging the 10 cents advance and probably the profit on 
it, which they should do as a correct business iwinciple, and the retailer who uses 
those goods, either selling them as they are or manufacturing them, would, I 
think, always charge the full advance which he had paid. There might be some 
littlecircoinstances concerning the fixed prices uiion known, reputable brands, so 
that they could not be very well changed: and in that case it might be that the 
dealer would bear the burden of the larger iiortion of the increase. In our own 
case (we put up some case goods) we find that they are now costing us a little 
more than they did 6 months ago. on account of the very large advance in rye 
whisky. Here we are the sufferers because we do not think it good policy to 
change our prices; but so far as the general trade, the great volume of consump¬ 
tion, is concerned, 1 think the other rule will hold good. 

CONDITION OP THE DISTIl.EINO INDUSTRY. 

Q. (By Mr. C.J. Harris.) What is the capacity of the distilleries of the coun¬ 
try ? Are they able to produce largely in excess of what is consumed ?—A. Yes; 
I think they are. 

Q. Has there been a great deal of dismantling of distilleries by the trust ?—A. 
Yes; I understand there has. 

Q. What would you say is the capacity of the distilleries at present? Could 
they produce double the amount that is consumed ?—A. I should think so. The 
fact is that the Standard Trust and the old trust confined their manufacturing 
operations to the plants which they found most economical to run. They do so 
to-day. 

EXPORTATION OP SPIRITS AND OVERPRODUCTION. 

Q. Is there much of an export business in spirits?-A. No. 

Q. Does the Government tax prevent it ?—A. No. 

Q. What, to your mind, is the reason?—A. Well, the action of the German 
Government in paying a bounty on alcohol made from beets is an important factor, 
and has been a controlling one when corn was high. But we are now very near 
the i)oint, I think, when spirits can be exported. 

Q. Are not the conditions in this country more favorable than in any other for 
the production ? Is not this the greatest corn-producing country in the world ?—A. 
For grain, yes. 
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Q. (By Mr. Phillips.) You say we are pretty nearly at the point now where 
we can export spirits, but would we not be stiU nearer that point if there were 
no tax?—A. The tax really has no effect, because all exports are in bond without 
the payment of tax. 

Q. (By Mr. A. L. Harris.) What is the cause of the overproduction of distiller¬ 
ies? I mean the number of distilleries.—A. The manufacture of spirits is a profit¬ 
able business. When fair prices can be obtained the distiller san make money 
very fast. For instance, in the distillery we have, running about 4.000 bushels 
of grain, if we can get 1 cent a gallon net profit we make |i)0,000 or $60,000 a 
year. Such a possibility is a temptation to some people, and through that the 
building of distilleries has been overdone. Overproduction has followed, just as 
in many other lines of manufacture, and the result has been a great desire to 
combine in the fomi of trusts. The tendency is not confined tfi the whisky busi¬ 
ness. 

Q. Is the foreign dem'and for whisky at the time when prices are good?—A. 
The foreign demand is not for whisky, but for spirits and alcohol. We used to 
export a great deal of spirits to the Mediterranean, where it was used largely in 
fortifying wines, but that supply now comes from Germany, mainly because the 
German Government pays a bounty upon the manufacture of sugar and spirits. 

Q. (By Representative Otjen.) Is there no tax uiion spirits and alcohol 
exported?—A. No. 

Q. Then, so far as the foreign trade is concerned, the tax of $1.10 a gallon cuts 
no figure?—A. None at all. 

REASONS FOR THK EXISTF.NCE OP THE TRUST. 

Q. (By Mr. A. L. Harris.) What was the object in forming the trust origi- 
naUy?—A. To prevent competition in the business, precisely as it was a year ago. 

Q. With the view of controlling the output ?—A. With the view, yes, of control¬ 
ling the output and combining all the interests so as to prevent large competition. 

Q. Regulating the price to make a profit?—A. Yes. For two years before the 
last trust, whicn we call the Standard, was formed, there had been no money 
made in the business; on the contrary, there had been some loss on account of 
competition. 

Q. What was the result of the ojieration of the trust upon the output?—A. 
They reduced the output to correspond with the demand, and fixed and made an 
advance in the price. 

Q. Do you know whether or not the trust at any time fixed the price that the 
distributer should sell for?—A. No. 

Q. Was it not done at all?—A. Yes; in a certain way. The distributer’s own 
interest would prevent him from changing the price; but I do not think they had 
any agreement about it. The trust made the price at which it would sell to the 
jobbing trade, which was U cents less than they gave to the small distributers— 
those who occasionally buy a carload. 

Q. Do you know whether there was any arrangement among the distributers to 
prevent their customers from selling for less than the prices received from the 
distributers?—A. No j I do not think there was Any. 

Q. (By Mr. Ratchford.) Was the only cause for the existence of the trust, 
that which you have stated?—A. To fix the price systematically? 

Q. To regulate the production and raise the price; was that the only cause?— 
A. I think that was primarily the moving cause. 

Q. What, in your opinion, would have been the result if this trust had not been 
organized?-A. There would have been a cutting of prices. 

5 . Do you not believe that production and prices would regulate themselves 
under the operation of supply and demand, if the trust had not been organized?— 
A. I can only say that such was not the case before. Some distilleries can make 
spirits much cheaper than others, and sometimes the needs of a distiUer for money 
makes a difference in price. 

Q. If the whisky business became unprofitable, is it not a fact that men would 
refuse to put their money into it and in that way prevent this enormous produc¬ 
tion which tends to reduce prices?—A. When a business is at a low ebb, and 
money is being lost, people do not often invest in it. 

Q. That is true of all branches of business, as well as the whisky business, is it 
not?—A. Certainly. 

6. Then if a trust is advantageous to the whisky men. would it not also be 
equally advantageous to men in all other branches of business?—A. If properly 
conducted, I am in favor of it. 
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THE AMOUNT OF SPIRITS PRODUCED. 

Q. (By Mr. Kennedy.) Do you think the supply of spirits on hand is largely in 
excess of the demand for it ?—^A. You are speaking of spirits now ? 

Q. Yes; the products of these trusts.—A. Stocks of spirits are not ordinarily 
carried for any length of time; they are manufactured to-^y and sold to-morrow. 
But whiskies, both bourbon and rye, are contracted for and held in bond for 
years. In this respect the two kinds of business are quite different, as well as in 
the methods of handling the goods. 

Q. What was it you said about there being a surplus on hand beyond the 
demand of consumers?—A. I do not remember in what connection that was, but 
it probably had reference to the overstock in whiskies, such as Kentucky bourbon 
whiskies, which are carried for years in bond, and also to rye whiskies, which are 
made in the East. 

Q. Do you believe, then, that the anionnt manufactured is equal to the demand 
right along?—A. Oh, yes. 

Q. And that there would not be anything gained in the production by decreas¬ 
ing the Government tax?—A. The Government would receive less money. 

Q. Do not these combinations aim to manufacture all that is necessary, and they 
all pay the tax on it?—A. I do not see what that has to do with the amount of 
revenue received by the Goveniment. 

QUESTION OF THE FEDEHAI, TAX RESUMED, 

Q. Wo had tlie other day a very high authority to tlie effect that the produc¬ 
tion would lie largely increased if the tax were lowered, and I want to be sure 
about that. Is it your opinion, then, that the production would not be increased 
by reducing the tax?—A. By reducing it from SI.10 to what figure? 

Q. Well, say to 75 cents.—A. Compared with other liquors and wines, spirits 
would, to that extent, seem cheaper to the consumer; but if the revenue was not 
diminished there would have to he an increased (luantity consumed, and I do 
not think you will find statistics to show that the consumption has been 
materially less at $1.10 than it would have been at 75 ents. There has been a 
great deal of talk about the last advance from 70 cents, or whatever the tax was, 
to $1.10, that it paid the Government a great deal more; but the fact is. that 
before the new law went into effect, in order to avoid the increase, the former tax 
had been paid on an amount equal to nearly three years’ consumption. Of course 
that affected the revenue collected at the new rate for two years certainly, and 
perhaps three. We now have goods on liand tliat we thought it wise to pav taxes 
upon a year ago. In the .same way, many in the trade thought there would be a 
profit in borrowing money beyond what was usual in order to pay the tax and 
accumulate a stock. The depressed condition of trade also had a great deal to 
do with the jiayment of the tax. All these things should be considered in making 
any calculation concerning the two rates of tax. 

EXPORTATION OP SPIRITS RESU.MEI). 

If it is within your province to bring up the (piestion of exiiorts of alcohol or 
whisky, I should like to say something on that question. Some of you gentlemen 
have said that we are in position to make whisky or wirits as cheap as any 
country in the world, and that is undoubtedly the case. It is also tnie that there 
is no country that makes as good a quality of gcsids as we do, though each coun¬ 
try has its peculiar flavors or brands. We ought to be the largest exporter, 
whereas we are substantially the smallest. Great Britain has the most liberal 
laws concerning exportation of any country of which we know. The result is 
that London has become the great warehouse for the world. If we want Jamaica 
rum. we do not go to the island for it, but to London. It is all shipped there for 
storage or distribufdon. They have no such thing as a bonded period. The goods 
are deposited there, and the duty is paid on what goes out. It does not affect the 
consumption at all, and would not with us if our laws were the same. The main 
difficulty with us is that when we undertake to export goods the Government 
throws as many obstacles as possible in the way. 

We have attempted three times to open an export trade through wliat is Imown 
as class 6, bonded warehouses—that is, manufacturing warehouses—and twice we 
have been compelled to close up because the expenses were so great. In the first 
place, there must be a beginmng, and it takes time to build up a trade. The 
expenses should therefore be adapted to the situation; but the Government 
requires us to have a warehouse, an entire building, first class in every way, with 
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iron shutters, etc., which in New York costs something, besides a Government 
officer at $1,800 a year in addition to the expense of onr own force of employees. 
On the whole, we found it did not j)8y us. We opened again when the recent war 
commenced, and have made very fair progress, llie conditions here should be the 
same as in London, where there are very large wai'ehouses operated by merchants 
who put their goods in and exjKyrt them. Better facilities. In other words, should 
be given to the export trade. 

Q. (By Mr. Jenks.) Can you tell in just what way our laws should be modi¬ 
fied so as to encourage the exixnt trade?—A. I think that a system ot draw¬ 
backs might be devised so that goods which have paid the tax could be put into 
the present bonded warehouses, in order to prevent any fraud, and allowed to go 
through these warehouses, the same as French brandies do now. 

THE CORRECT METHODS OF MANiVOINO .V TRUST. 

Q. (By Mr. Kennedy.) You have stated that you believe trusts would be a 
very good thing if properly conducted. Will you mention the particular ways in 
which you think they should be differently managed ?—A. In a word, they should 
adopt the same principles as the Standard Oil Company follows, which account 
for the success of that organization—simply attempt to secure a fair and reason¬ 
able profit. I think that is all that would be nece.ssary. 

Q. (By Mr. A. L. Harris.) What can refined oil be sold for at a profit?—A. Ido 
not know. I am not familiar with it. My information concerning the Standard 
Oil Company is derived from the vice-iiresident of their largest plant, who is a 
bank director in the place wliere I live. In tin; course of many years’association 
with him I have le.arned something of thei r business methods. There is a rivalry 
among the different plants to see which can produce the best results— i. «., pro¬ 
duce oil of equal quality at the lowest cost. It any of them, he has said, succeeil 
in making an improvement, or in reducing the cost, even slightly, and it is 
reported to Mr. Rockefeller, the extra profit does not go to the stockholders, but 
the price of oil is reduced. The company's gains are in a small profit on all the oil 
produced in the country and in their methods of handling it. Small economies, 
of which smaller producers (tan not avail themselves, aggregate, in a vast business, 
a large amount. What has lieitn accomplished in the oil business might also be 
accomplished in the distillery business. As I have said, the product of our own 
plant IS practically 10 per cent of the total consumption of spirits and alcohol in 
the county. Ten such plants could supply the whole demand—about 60,000,000 
gallons. Two cents a gallon on tliat product, with the present capitalization, 
would pay very well; and yet thei’c is no part of tlie established trade but what 
would be willing to jiay that price. A year ago we made an offer to the Standard 
Distilling and Distnbuting Company not to undertake any competition, if they 
would give us a fixed price, based upon the price of com and not upon inflated 
charges, but yielding them a profit of 3 cents a gallon. 

Q. (By Mr. Philliis?.) Would yon consider it unreasonable if your iirofit on 
ea^ bushel of com bought was more than the amount paid for it?—A. I should 
consider it unusual. 

Q. Do you believe tin; Standard Oil Company, for instance, makes more on each 
barrel of oil than they pay the producer for that oil?—A. No. 

Q. Do you not think their profits show that for the last ten or fifteen years ?— 
A. I do not know anything about that. 

Q. (By Bejireseutative Otjen.) Do you think the profit of $.’50,000,000 made by 
the Standard Oil Company from the oil industry of Ohio is a moderate profit?— 
A. I do not know anything about it. 

Q. (By Mr. A. L. Harris.) What per cent of ihe total supply of spirits in the 
country must be controlled in order to regulate the price?—A. I do not know 
that there is any fixed wreentage, but in order to regulate it closely it is neces- 
sa^ to control the whole supply. 

Q. Control all of if?—A. Yes; every distiller, if it is proposed to regulate it 
closely. Of course that would probably not be possible. The competition to the 
Standard Distilling Company to-day is limited to one or two very small concerns 
outside of our own company, whicli I liave named. 

Q. (By Mr. Jenks.) Then you think that they control about 85 per cent of the 
output?— A. I should say so, 

overcapitalization op trusts. 

Q. (By Mr. Kennedy.) I think the witness may be,able to give more reasons 
why he is in favor of trusts “ if they are properly conducted.” I should like to 
have him say something about overcapitalization—whether he does not believe 
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that it means the “working” of the public by the trusts in order to pay divi¬ 
dends?—A. Overcapitalization, of course, is a bad feature. Still I do not know 
how you are going to have trusts control and regulate prices in any special indus¬ 
try imless plants are taken in at more than they are worth. For instance, con¬ 
sider our company; Our plant cost us $150,000, and we hare a first-class plant in 
every way, with a capacity, as I say, of 10 per cent of the consumption of the 
country. T?en such plants would be all that is required. That would be $1.500,000. 
Then you might want two or three hundred thousand dollars more perhaps for a 
working capital, although it is a strictly cash business. There is no bank, where 
the plant is out of debt, but what would be willing to advance all the capital 
necessary. The com is bought one day and turned into spirits in the next two or 
three, and on shipment is paid for by sight drafts. It is a three or four day 
l)T18ill688 

Q. (By Mr. Jenks.) Yonthink.then, that $2,000,000 would be really a sufficient 
amount of caiiital to i)roduce all of the spirits that the regular market of the 
country demands ?—A. Yes, it can be done now. 

Q. The old Whisky Trust and the Distilling and Cattle Feeding Company were 
capitalized, the first I believe at $30,000,000 and the second at $35,(X)0,000?—A. 
Yes, and the present one at $34,000,000. 

Q. So yon would be inclined to think that, so far as this capitalization is con¬ 
cerned, part of the capital is perhaps used in carrying dead plants which they can 
not make any use of, and the rest is water?—A. They have, I understand, some 
very valuable real estate as a portion of their as.set8 in Chicago. They have one 
plant there that is worth a million or two. That is real estate. 

Q. Were not the distilleries taken up by the old organization, and represented 
by such a large capitalization, mostly on leased ground?—A. Yes. 

Q. The point you have just made conceniing the necessary capitalization brings 
up another question with reference to the management of these organizations. 
Can they he managed and the output and iirices regulated so that dangerous 
speculation will he largely taken out of the business?—A. These trusts could be 
made successful on a basis of fair profits, baaed upon the price of grain, and would 
be acceptable to the trade and deter anyone in it from building distilleries when 
there were already more than there should be. When, however, the trust under- 
W)k to force us out of business, we were compelled to adopt tbe course we did. 
Two cents a gallon on 60,000,000 gallons is $1,300,000. If they had said to the 
wholesale trade, We will sell you goods at all times at a profit of 3 cents above the 
cost of manufacture and a reasonable cost of administration, based upon what is 
known as “the grain clause.” they would have had no difficulty with competition, 
and would have been able to pay a reasonable dividend on the stock. 

Q. On the present capitalization ?—A. Yes; and it would have been a growing 
organization. 

Q. That is to say, such a price would really be high enough go that it would 
pay dividends on four times the building value of the plants, to apeak moderately, 
and at the same time be low enough so that comiretitora would not be tempted to 
come into the field ?—A. Yea. 

CJ. Considering the nature of this business, do you think it at all likely that a 
combination can be formed that will live up to the modest conditions you have 
imposed?—A. That I do not know. 

AnVANTAOKS OE THE TRUST TO CONSUMERS AND I.ABORERS. 

Q, What you have said thus far of the advantages of these combinations has 
been mainly from the standpoint of the distiller and the large wholesale dealer or 
distributer. What do you think is the effect of these combinations upon the con¬ 
sumer? As compared with the competitive system, are there any advantages to 
him?—A. Well, as I said before, if the profit is made reasonable so as to yield 
dividends sufficient to make the business a satisfactory investment, I believe it 
would be better all round. It would be better for the dealer because prices 
would be regular. A year or more ago we could buy $30,000 or $150,000 worth of 
goods one day with no certainty that they might not be lower the next. What 
we want in business is certainty in prices; that is one of the things that a trust, 
projjerly conducted, gives. 

Q. As regards the effect upon labor, do you think there arc likely to be as many 
men employed when we have great combinations controlling the outpiit abso¬ 
lutely as when there are a large number of concerns comiieting with one 
another?—A. Of course if the production of spirits were confined to 8 or 10 
houses, while formerly there were twice that number, there might be a dight 
difference In the amonnt of labor employed; but I do not think it would be 
appreciable, because there is not much labor employed anyway. 
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(3. You think perhaps that the conditions of employment would be more cer¬ 
tain also?—A. Yes. 

Q. There was a question asked by Commissioner A. L. Harris, regarding which 
there seems to have been a contradiction, with reference to filing prices by the 
old combination. I understood you to say that the Distilling and Cattle Feeding 
Company furnished you goods, and that you received rebate certificates payable 
on condition that you dealt only with them; and I understood also that these 
certificates were payable on condition that you would maintain the price fixed by 
them. Is that right or not?—A. Well, now, 1 do not recollect, but the test of 
loyalty was the essentyil feature in the arrangement. 

Q. You are not quite clear as to the question of fixing pri(!es?—A. My impres¬ 
sion is that there was some regulation as to the prices. 

.VFPIDAVIT. 

State of New York, Coimtij of New York, ss.; 

I swear that the statements made by me of my own knowledge in the forego¬ 
ing report of my testimony before the Industrial Commission are true, and that 
all other statements I believe to be true. 

M. A. Cook. 

Sworn and subscrilicd to before mo this 8th day of August, 1899. 

[SEAL.] Lonis J. Kaufman, Jr., 

Notary Public, Kings County, N. F. 

Certificate filed in Now York County, N. Y, 


Washington, D. C., May 19,1899. 

TESTIMONY OF MR. HENRY E. G. 1UYTIE8, 

_ Wholesale liquor dealer. 

The commission met at lO.Ji) a. m., Vice-Chairman Phillips presiding. Mr. 
Henry E. G. Luyties. wholesale liipior dealer. New York City, N. Y., appeared as 
a witness on the subject of the whisky trust, at li.^.i p. m. 

Q. (By Mr. Jenks.) What is your business?—A. Wines and liquors; I have 
been in this business since 1866. 

< 3 . You have had experience, then, with all these different organizations?—A. 
Yea. 

THE PAYMENT OF RKBATE.S BY THE TRUST. 


Q. Can you supplement, with one or two particulars, the testimony of the pre¬ 
vious witness, with reference to the rebates received by wholesalers from these 
combinations? Did you receive rebates from both organizations; from the trust 
before it went into the company?—A. No; only from the company. 

Q. From the Distilling and Cattle Feeding Company ?—A. Yes. 


3 . Do you recall how much these rebates were?—A. They were first 6 cents a 
gallon, afterwards 7 cents, with the condition that they would be paid, when they 
became due six months later, only if we had bought all our supply from tjie com¬ 
pany. There was one feature which perhaps was not mentioned. We did not 
buy our goods from the trust, but from their distributers, and the rebates were 
fnniished by the trust, so that if they did not wish to pay them they could more 
easily get out of it. 

Q. Explain that a little more fully. You say you bought from the distributers; 
for example, what distributers?—A. Curtis & Co. was one of them. When we 
bought a carload of spirits they would charge $1.30 or $1.3.'), whichever it was, 
and, togefter with the bill, would send us a rebate from the Instilling and Cattle 
Feetog Company, so that they had nothing to do with it directly. I remember 
it very well, because when we wanted to deduct our rebates from their bills they 
would not tllow it. We did not wish to get into a lawsuit with them, and so 
paid their biUs and collected our rebates in some other way later on. 

Q. Did you receive any other rates of rebate besides the 6 -cent and 7-cent ones 
you just mentioned?—A. I think not; it was quite a while ago, but I think that 
was all. 
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Q. Would you be able, from your booke, to give us exactly the rebates received 
at the different dates?—A. Yes; but we would have to look up the books. 

Q. Will you look up the books and report to the commission concerning the 
rebates you received, and the dates you received them?—Yes, with pleasure. 

[Prom letter of June 6,1899.] 

The last rebate vouchers paid $0.07 per proof gallon. Before that time it was 
$0.05 a gallon. The spirits were sold Iw the distributers, but the vouchers were 
delivered direct by the Distillers and Cattle Feeders’ Trust to the customers of 
the distributers. The rebate vouchers were stopped in the summer of 1894, but 
the contract as issued was held to be valid by the court in 1896. So far as I know, 
$300 to $400 remained unpaid at that date. The highest amount of vouchers 
issued at one time was about $3,000,000. Finally the trade became restless and 
other distilleries were built, as is always the case, 1 believe, when any trust 
charges an exorbitant price. The temptations to get into the distilling business 
are so great, because of the enormous imifits when spirits bring a high price, but 
these profits are often realized on paper only. Other concems started up which 
were not saddled with $4,000, or $.'j,(M)0, or $10,000 in rebates; they came into the 
market and purchased spirits without a rebate, and even cheaper than we could 
buy from the trust, considering the rebates. 

Q. You mean from the independent distilleries?—A. Thus the trade gradually 
worked away from the trust, except that of those companies on whom they had a 
particular hold by owing them a large amount of rebates. In order to work our 
own way out of it ive started another company, got it to buy the goods, kept our 
business up as well as possible, and in that way collected most of our rebates. Is 
that clear to you ? 

Q. Not quite.—A. Well, for instance, if I sell you a lot of spirits with rebates, 
I bind you for 0 months not to buy spirits from anybody else. If I then transfer 
my business to another gentleman, take out a new license, let him deliver my 
goods for 6 months, I am out after 0 months, all the vouchers being paid. The 
trust eventually paid the balance of our vouchers, in order to have our good will, 
although we commenced to buy from other sources before our vouchers were all 
paid by the trust. The trust, if I remember right, did not pay many of these 
rebates when they became due. They did not, at least, until they had evidence 
that the agreement was kept, and I think the law upheld them. The receiver. 
General McNulta, took the same position, and most of the people who violated 
the agreement were never paid. We got our money because they thought it was 
better to pay us the balance of our rebates than to let our trade go altogether. 

Q. What did the committee which was appointed by the dealers who had 
received the.se rebate certificates in order to protect themselves, and of which, I 
believe, yourself, Mr. Cook, Mr. Rice, and possibly others were members, do in 
the way of securing their payment—simply threaten the combination that you 
would do what you have done?—A. When we came to consider the legal points, 
it was a very ticklish question. Our trade influence was more protection to us 
than that offered by the law. It was an expensive lawsuit, and I do not know 
what its effect really was. I think we sent moat of the rebates back to the own¬ 
ers, and settled with the trust directly, in one way or another. The rebate busi¬ 
ness was simply a contract that we would btiy all our spirits from them, and we 
only made such a contract because we could not get our spirits anywhere else. 
After the independent distilleries started a new man with no contract could go 
into the business without any effort. He could buy spirits and sell them with a 
profit where we could not, and we were continually fearing, “ Can these people 
pay the rebates, or will they pay them when they come due? ” 

Q. As Mr. Cook was not quite certain with regard to these vouchers, can you 
recall whether the selling price was fixed or not?—A. The idea was—I do not 
exactly remember—but the idea was that we could sell at the full price and keep 
the 7 cents anyhow. Of course we were empowered to sell higher if we could, 
but we could not. 

9 . Were you empowered to sell lower?—A. I really do not remember, but I 
think I can find some of those rebate vouchers which must still be in existence, 
and you can have them. 

THE EFFECT OF THE FBDEEAL TAX ON SPIRITS. 

Q. What is your opinion in reference to the United States tax, and what would 
be the effect if it were lowered to 75 cents?—A. In that regard I do not quite 
agree with Mr. Cook. A tax of $1.10 is a very high one, and many people advo¬ 
cate a lower tax. At one time about a year ago, when corn was very low, spirits 
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netted the distiller only 5 cents a (gallon. 1 remember we bought a thousand 
barrels tor export a year ago which we shipped to Hamburg, Germany. 

Q. What kind ?—A. We did not buy it from the distillery, but from the American 
Distilling Company, who sold it simply to relieve themselves of their surplus stock. 
They could not make money at the price obtained. It was the lowest price that 
was over charged for spirits. Goods were not then sold with a profit, but with 
a little loss to the distiller. I believe the very lowest price was 7 cents and a 
fraction. We shipped spirits to the other side at 8 cents. Now, if you calculate 
that, you will find the tax amounts to about 2,300 per cent of the raw product. 
There is no doubt in my mind that if a law could be devised for the United States 
something like England has, and if the alcohol or spirit could be methylized, made 
entirely unfit for consumption- 

Q. You mean unfit for drinking?—A. Unfit for drinking prfiposes entirely, as 
they have it in England; that would help the consumption of spirits a great deal. 
It would be so cheap that it could then be used for many purposes for which it is 
not used now. But the difificulty is, as it has been very well expressed by some 
dealers, and also by some very efficient revenue officers who have had the matter 
in charge, that there is meat temptation here for people to mix up one with the 
other, tax-paffi and mctliylized, and in that case we would not know whether wo 
were getting taxmaid spirits or spirits without tax. Therefore, it is a great deal 
better as it is. The Government passed laws giving the Commissioner or the 
Secretary authority to establish some such regulations, but it was found an 
enormous task and was dropped. There were some lawsuits pending, but they 
were dropped. Some druggists had sued the Government for the tax which they 
had paid on certain goods supplied to the arts, but they could not get any rebate 
out of the Government. This, however, is a very delicate question, and before 
anything of the kind is attempted there must be some certainty of its working 
satisfactorily; otherwise it would be much better to collect the tax from eveiy 
gallon used for any purpose. 

Q. Are you inclined to think the amount of revenue would be lessened if we 
were to retain the present law in regard to method, and reduce the rate from 
|1.10to75cents?—A. factually believe the consumption would be much higher. I 
do not quite agree with Mr. Cixik. It is difficult to answer the question, for it is 
merely a matter of theory as to what rate of tax will produce the greatest amount 
of revenue. I think there is another view in this country on that question. Many 
people want to suppress the consumption. If you want to make the consumption 
of alcohol less, and favor the consumption df lighter drinks, then, of course, the 
higher the tax the less will be consumed, but the revenue will consequently suffer. 
I think the revenue suffers now at the rate of , 10. I have here the total amount 
upon which taxes have been collected in 20 years, which is about 1.866,000,000 
gallons. The average annual consumption for 30 years is then about 93,000,000 

t allons, but I believe that the consumption of spirits per capita has already 
ecreased considerably. Perhaps it ought to, but the revenue must show a 
corremonding decrease. 

Q. Suppose there had been a decrease in the consumption on account of this 
higher tax, do yon think that that means a decrease in the consumption for use in 
the arts, or a decrease for drinking purposes, or both?—A. It certainly means a 
decrease in both. It can not be estimated what use would be made of spirits if a 
liberal law were passed, and if the danger to the revenue could be overcome. 
The Secretary of the Treasury has been stniggling in vain with this project, but 
I am sure he has not mven it up without an energetic effort to carry out his 
instructions and make the law effective. He has abandoned it simply because the 
difficulties in his way were so great, and because he feared the revenqp from 
spirits would suffer a diminution. 

Q. Do you think the increase in the tax has decreased the consumption for 
drinking purposes very materially?—A. Yes, very materially. 

Q. We nave had some different opinions expressed here.—A. No doubt you 
have, but just where the largest revenue-producing point is, whether 90 cents or 
75 cents, can only be determined by trial. Mr. Cook spoke quite correc liy in that. 
Only recently more liberal laws were enacted in regard to leakage. 1 think that 
was very wise, because formerly we were taxed on a large number of gallons 
which evaporated from the barrels. 

Q. Evaporation?—A. Yes; evaporated. It was unjust for a dealer to pay taxon 
goods which had evaporated, and were not contained in the barrels. 

DISCRIMINATIONS BY THE TRUST. , 

O. I wish to ask another question or two with reference to the meth^s of the 
earlier combination. Do you know whether special prices were qaored by the 
combination in some particular localities in order to drive out certain opponents, 
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or whether or not they cut prices to special customei-s y—A. Yes; they did that 
then and they do it now. 

Q. Can you rive any specific instances?—A. No; that would be rather diffi¬ 
cult. I can only speak in a general way. We must consider the question from 
two sides. They bought the spirit business at an enormous cost. They went to 
a great deal of trouble and expense, but they are not the only organization. 
There are the Standard, with $8,000,000 preferred capital and $12,000,000 common 
stock, and the American Distributing Company which, I think, has $24,000,000 
stock. Of course, all these stocks are quoted very low, and if their actual value 
alone is considered the amount will be very much reduced. They have $3,000,000 
of bonds besides, so that the total capitalization is enormous. Now, after pur¬ 
chasing, with a groat deal of trouble and at an enormous expense, such a ba.si- 
ness they consider, and perhaps with some justice, that they have an exclusive 
or prior right to it, and naturally resent and fight competition more than an 
ordinary company would. But the individual who has a large business is at a dis¬ 
advantage as compared with the trust. If the individual, who has invested his own 
money, commences to fight, he fights with his own; and if he loses, ho loses his 
own; but trusts are generally managed by people whose financial interests are com¬ 
paratively small, and, as some newspapers have correctly expressed it, the hard¬ 
est thing in the world to fight or the most difficult competition to overcome is 
that of the decaying tni.st. It need not pay any dividends, but it is there just 
the same, and can take the profit and life out of the business of competitors. 

Q. Then you do not think they made special discriminations in price in order to 
destroy competition?—A. I can not say; I can only speak from our own expe¬ 
rience in the distilling business. You know we are interested in this business 
with Mr. Cook. 

Q. Yes; I understand.—A. We went into it simply because we thought we were 
safer, a conclusion naturally reached from our former treatment. Of course, the 
new tmst is not the same as the old one. The old Whisky Trust is now a matter 
of history, but wdth a wise policy it might still have been in existence. 

Q. That is, you think the policy ought to be-?—A. The policy ought to be, to 

cheapen the production and improve the product, to make a moderate profit and 
unite the business. So long as this is the result of its operations the trust has a 
right to exist, and its existohco is not a danger but a real benefit to trade. 

THE ADVANTAftES l'OSSF.SSKI> BY OUEAT COMBINATIONS. 

Q. You have raised a point which 1 should like to have you develop a little 
further. What special advantage does a gi-eat organization of that kind have 
over you, for example, as tho owner or jiart owner of a single distillery ?—A. Mr. 
Cook has expressed that yiite correctly. We had no desire to go into the distill¬ 
ing business in competition writh the trust, but were induced to do so because of 
our unfortunate experience and fear of the future. We do not like it at all, for a 
man can only do ono business well, or attend to one branch properly, and he ought 
to be at the place where his business is. I believe trusts or combinations in this 
business are more necessary than in any other. 

Q. Why ?—A. Because the cost of the article is so very small; but of course the 
Federal tax of $1.10 must always be considered. Calculated on the short price 
the profit of 1 or 2 cents seems enormous, but if the tax is taken into account, it 
is very small. At present the price of spirits in New York is very low on account 
of the moderate competition which our small distillery causes the trust. Con¬ 
sequently, their hold on the trade can not be very great, or they would not put 
down their price. 

Q. That is. the price has fallen since you have started your distillery ?—A. Yes; 
lately. Mr. Clark, who was here, explained that. 

Q. How long is it since you started your distillery?—A. It is only since 
Februai-y, 1899. 

Q. Who began this cutting in prices, you or the other company ?—A. They, of 
course. 

Q. They b^an ?—A. Yes; they began to sell lower. They found, as Mr. Cook 
tos said, that outsiders always enjoy a little favor or preference, especially in this 
line. I think that if the trust is not enjoying favor it is more on account of the 
Cattle-Feeding Trust than its own sins. 

Q. People are afraid?—A. Of course if people have had transactions with the 
vouchers and a new company goes to them and says, “ Gentlemen, we want to 
supply you; we are independent of all trusts," they will naturally make some 
friends and get trade in competition with the others. 

Q. When you put your product upon the market did the Standard Distilling 
and Distribution Company commence cutting prices?—A. Yes; we went into 
their line and into their field. 
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Q. Somewhat?—A. Yes; somewhat. Every lar^ dealer uses a considerable 
quanta of spirits, and the consumption is very important and very great just 
now. It is the most important article in the trade, being really the comer stone 
of the whole business. Of course I am not speaking of spints in the English 
sense of the word, meaning every form of liquor spirits. 

Q. Then your distillery, which produces 10 per cent of the output of the coun¬ 
try, has of itself been able to bring down the prices quite d&idedly?—A. Yes. 
'rtey have a temporary advantage in being able to make a special price to a few 
customers in New Y ork and thus indemnify their distributers. If they were sell¬ 
ing to any of the trade and lost it on our account, they would attempt to recover 
it by making some allowance. In this they have an advantage. They can make 
special allowance to some people whose trade they wish to re^in. 

Q. But people who are your customers?—A. Yes; the same ones to whom we go. 

Q. Now, in your judgment, is there advantage enough in this so that they are 
likely to drive you out of the business?—A. I am sure they think so, but I do not 
believe it, because the price of spirits travels and becomes known rapidly. One 
qmdation follows another, and the price in New York islower than anywhere else, 
because there are tliree distributers from our distillery alone. There is another 
gentleman besides Mr. Cook and myself who is distributing there. New York 
IS a place where a quantity can be disi>osed of. The tnist makes a special effort 
to retain the trade or else drive us out of the business. I do not know that it 
has any other object. 

THE AbVANTAOE OF HEALINfi IX LARGE QUANTITIES. 

Q. What advantages have you which make you think you can stay in the busi¬ 
ness in spite of the trust?—A. The advantage which they have consists in ship¬ 
ping an enormous quantity at a time and disposing of it rapidly. If you consider 
that a single carload of spirits of 7.1 barrels costs about §8,000 or §9,000, and that with 
from 3 to 10 carloads on the way, it takes a large amount of capital, you will see 
that large shippers can ffecure all possible advantages of saving in the way of 
leakage. Just tnink, if only 1 per cent is lost in leakage, we can not compete. The 
goods must be emptied and mstributed quickly. Another danger in the spirit 
business—I do not know that you are aware of it—lies in the fact that a large 
part of the business is always done in high-proof goods. If a carload of such 
goods lies a day or two longer at the depot and is not emptied immediately, the 
profit is lost. Of course a large organization can regulate this much better than 
a small one, and in that way the trust has a certain advantage. 

Q. You mean to say that they have an advantage in being able save a part of 
the leaks^e which you must lose?—A. They ought to. if they manage wisely. 

OTHER ADVANTAGES. 

Q. Do yon think of any other advantage which they have over you?—A. They 
have an advantage in being able to run their distillery more regularly after once 
starting. A distillery can not lie idle with a contract to feed cattle. 

Q. Do you feed cattle in connection with ydur establishment?-A. We have a 
drying plant. But this is only a recent invention, and a good deal of the slops 
runs away which might be used to feed cattle. If all plants were united it would 
benefit the whole trade, which could then be regulated perfectly. An uncon¬ 
trolled snprfy is just like turning on a faucet until the tub overflows, the goods go 
to waste. The allowance by the Government on goods kept in bond is hardly 
large enough, and the tax on leakage is exacted when goods are kept in Ixmd. 
The article of spirits is therefore entirely different from anything else. If you 
have oil or other articles you have no tax to pay, but only the article itself to 
deal with, while in spirits you often have to pay taxes on something which you 
do not get. 

Q. There seem, then, to be four advantages they have over you. Are there 
any others?—A. These appear to me to be the main points. The important fact 
is that they are larger, and can make larger quantities. I do not think they can 
make it very much cheaper. A lO.OOO-bnshel distillery might reduce the cost a 
little—that is, produce goods cheaper than a 4,000-bnshel house. 

Q. Do you think a lb,000-bushel distillery would be able to make a larger 
amount out of a given quantity of grain than a 4.000-bn8hel one?—A. No; I 
think we have an excellent distiller who gets as high a yield as anybody, but a 
plant using 10,000 bushels may be operated a littte cheaper, 

Q. Would there be a little saving on labor?—A. Yes; such a plant may be 
operated on the whole a little cheaper than a smaller one. 
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ADVANTAOE8 POSSESSED BY COMPETITORS OP THE TRUST. 

Q. What advantages have you over the trust and how do you expect to stay in 
the business?—A. In the first place, they have this enormous amount of capital. 

Q. That is, the capital upon which they are trying to pay dividends?—A. As 
Mr. Cook explained to you. a million and a half or two millions could make all 
the spirits wanted in the United States and just as good in quality or even better. 
We nave an advantage in our distille^ being entirely new. Great progress has 
lately been made in distilling in the United States, and the newer the distillery 
the better the product. Since the old trust ceased to exist very much better 
spirits have been made; and, as we have an entirely new plant, we can easily 
compete in quality. 

Q. Then I understand you to say that you have an advantage in a brand-new 
plant, while they have some old plants?—A. Yes; and another advantage is that 
spirits are only a part of our business. We have no particular expense in selling, 
for we use part of the gcwds in our own blending Dusiness, and distribute the 
remainder to the trade without much extra charge, while their business is 
spirits pure and simple, and all the expense of selling falls on that one branch 
of the business. 

Q. You are so situated, then, that you make your distillery a feeder to your 
other business?—A. Something like that. One who is a distiller only and who 
should try to sell in competition with the trust would be a much less formidable 
competitor than we are, because our di.stiller is sure that he can always get rid 
of a certain amount to us as distributers who use a large amount in our busine-ss, 
and who will pay him the price which others get; so, too, we get it with much 
less expense, not considering the capital or the high salaries wluch the trust has 
to pay. 


THE QUESTION OK SA1.AME.S. 

Q. That is another question. Yon have stated several times that they have to 
nay dividends, or at least propose to pay the dividends on a highly inflatM capital. 
Now. do you have an advantage in being willing to take dividends only on the 
capital put in ?—A. Certainly. 

Q. And, as regards salaries, do you think they pay higher salaries for their man¬ 
agement than you do ?—A. I do not know. One can not tell exactly. Such a larg:e 
organization is usually more expensive to run than a smaller one, unless the busi¬ 
ness gets too small, when comparatively the expense is again high. 

Q. Is it not implied in what yon have said that this great comliination piws its 
officers, who are perhaps not all practical distillers, very high salaries ?—A. There 
are two sides to that question. I do not believe, for instance, that an efficient 
manager of a life insurance company, who handles so many hundred millions, is 
highly paid when he receives ?100,000 salary. I am sure he is cheaper than a poor 
manager at a small salary. 

Q. The question is, how isyour business going to live? Isit partly from the fact 
that you are getting more efficient service in proportion to the money you put into 
salaries than the trust does in proportion to what it so expends ? 

Q. (By Representative Otjen.) That is, how are yon going to compete?—A. 
The hardest Wnd of competition is that with a trust, liecause they have officers 
vrith little responsibility. 

Q. But you spoke a little while ago of the efficiency of the trust’s management. 
Now, do you think that in a great organization which controls a large number of 
plants it is possible to get as definite and efficient management as in a single 
distillery ?—A. Oh, I really believe that there is no business in which there is so 
great a necessity for combination. When all distilleries were independent, it was 
impossible for them to make money. They did not act together until necessity 
compelled them to do so. 

Q. (By Mr. Jenks.) As regards the way in which you are going to compete with 
this organization, do you think that, on account of the more efficient management 
which you have because yon are yourselves particularly interested, you will be 
able to produce more?—A. Thatought,wrhaps,tobeone way. Another advantage 
consists in the fact that we have only about seven or eight houses which have to 
invest but a small amount each, and in consequence the business is done without 
much cost to the different firms. Such a combination as we have foraed is a 
strong one. If the trust fights, it does so at its own extwnse. However, it does so 
now in New York; and if we can not live, it can not live or make money either. 
That is my idea, in which, of course, I may be mistaken. 
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THE OBJECT OE THE BlMDISa PROCESS. 

Q. You spoke a little while ago couceraii^ your blending business. Can yon 
tella little more about the way in which distillers use proof spirits in blending 
and improving liquors, and how they manage to make wt of their profits 
thereby?—A. Themneral idea about the use and the healthfulness of whisfaesis 
entirely wroi^. Kentucky whisky does not cost very much more than spirits, 
but unless it is aged for a considerable time, or distilled with great care, it is cer¬ 
tainly very much less healthful than carefully made spirits such as we make now, 
blended or flavored ■Wtb the finest whiskies made m the East, and which, on 
account of the small quantity used, can be ripened in the bonded warehouses. 
The prevailing ideas on this subject are much confused, and most people do not 
know anything about it. * 

WHO BEARS TllE BURDEN OP A RISE IN THE PRICE OP SPIRITS. 


Q. We have had similar testimony before, but I asked the question in order to 
find ou^our opinion as to who it is that bears the burden when the price of spirits 
rises. Will the burden be on the consumer, and will the distiller make more 
profit out of it?—A. I do not quite agree with Mr. Cook in respect to that. 

Q. Did the profit not increase with a 15-cent rise ?—A. When we had a 20-cent 
rise we had the newspapers full of it. The price was increased 5 cents at a time, 
and many of our customers came to us and wished to buy at the old price. We 
tried to obtain the full increase in price, but could not, and so took whatever 
part of the increase we could get. Mr. Cook had the same experience. Every¬ 
body wanted us to hold a certain quantity for them and deliver it as they needed 
it. We did so in order to keep the trade, but after the price dropped 18 cents 
the stock was left on our hands and we had to bear the loss. 

Q, In this case, then, the wholesaler lost?—A. Yes; the wholesaler lost. 

Q. If the price had gone up equally high, what would have been the effect on 
the consumer ?—A. Do you call the consumer the man who buys by the barrel ? 

Q. No; the man who drinks it.—A. It makes no difference to him. The con¬ 
sumer always pays the same price, but the dealer is induced to buy an inferior 
quali ty f or him. 

Q. What induces the retailer to buy a cheaper article?—A. Judging from my 
own experience, not only here, but also in Europe, there is no country in which 
the business of liquor dealers, generally speaking, is as bad as it is in the United 
States. They are so overburdened with taxes. On the other aide the wine mer¬ 
chants’ trade is generally considered the “first.” If you go to Bordeaux, London, 
Bremen, Hamburg, or Stockholm, you will find them to be the principal and most 
prominent men in town; but here dealers in wines, etc., are poor, comparatively 
speaking. There are some men who have made money out of it, but usually they 
have made less out of the business than out of certain speculations. Their posi¬ 
tion can not be compared with that abroad. Their taxes are too high. 

J . (By ^presentativeOTjEN.) Doyourefertothe$1.10tax?—A. Tobothlocal 
national taxes. When they put this new law in force, or when they increased 
the beer tax, the wholesalers were in a position where many people owed them 
money, while the retailers had to pay a tax of g800, and they were so situated that 
they could not pay any more. When they could not pay, the wholesaler lost 
money. 

Q. If retail dealers, generally speaking, sell a poorer quality of goods, when the 
price of sidrits rires, does not the burden, as a matter of fact, ultimately rest upon 
the man who drinks the whisky? Does he not get poorer whisky at no lower 
price?—A, The retailer is forced to sell a poorer article to make a liviilg. If yon 
put a man in a position where he can not live, he naturally looks for some way in 
widch to better himself, or indemnify himself. 

Q. (By Mr. Jbnks,) That is all, Mr. Chairman, I care to ask now. 

Q. (By Representative Otjen.) Does any commissioner care to ask a question 
of we witness? 

THE SPIRITS BUSINESS IN GERMANY. 


(By Mr. Phiulips.) Perhaps he might have some statement of his own.— 
A. 1 find that the business of spirits has lieen troublesome all the world over. For 
instance, in Germany they have regulated it, though not quite as Mr. Cook 
explained here. They found many distilleries in existence with competition great, 
but as the (^vernment theie takes a little different view of the matter-4he 
whole (Jovemment is a little more paternal than our»—they said: You hfrt 
got a distillery, and you must run it or you will be bankrupt., Thucoun^ cdn- 
sumes just so much spirits, and your proportion of it is just lo gntlch. We Will 
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require you to pay 50 marks per hundred hectoliters on your proportion, which 
we shall fix, and if you make any more you must pay 70 marks. 

Q. Does the Government fix the output?—A. Yes; it does. Those people are 
put on a living hasi.s, and if they can export any of the surplus above their fixed 
proportion the tax is refunded. 

Q. Is that a rebate?—A. Yes; you see that makes the duty low. Spirits is cheap 
all over the world. We can make it very cheap from corn, but Hamburg spirits 
is made from potatoes, and is still cheaper. 

Q. (By Representative Otjen.) Do you mean that Germany does not pay a 
bounty, but simply grants a reduction of tho taxes?—A. It is simply a reduc¬ 
tion ; and many people are anxious to get rid of their surplus jiroduct by exjxirt 
under tlio rebate law, as they can not afford to pay tho high duty of 70 marks and 
a dividend to the stockholders. 

Tho German method of regulating tho spirit trade is as follows; Tlie Gov¬ 
ernment considers it a necessity to facilitate making spirits all over the country 
on account of the by-products, the teed, etc., which are ofUni more important 
than the spirits. Each of the distillers is allowed to make a certain quantity and 
pay a tax of 50 marks per 100 liters of 100 i)er cent. This means 300 liters of 50 
per cent alcoholic strength or proof, as we call it in tho United .States. If they 
make any more than their allotted quantity, they must pay 70 marks per 100 
liters of 100 per cent. This difference keeps the small distillers going, and allows 
them to compete with the larger distillers, who have to pay the higher rate of tax 
on any surplus. 

Q. (By Mr. Kennedy.) Is it true that the Germa7i Government will not per¬ 
mit anyl)ody to conduct business at a loss for the puiqiose of driving out com¬ 
petitors? Are you familiar with that?—A. No, they do not do that; but they 
look into the matter with a great deal more care than wo do here. They ai’e 
always ready to liear people the same as you do here, in order to see whether 
trade conditions c;in be improv(!d; and thei’e is one tliiTig I know the German 
Government would not do. 

KEGlII.ATInN OK (IDUPOLiATIONS. 

They wmnld not allow new corporations to start up and hold out glowing prom¬ 
ises to stockholders, sell their stock, and when an actual report comes to be made 
pre.sent an entirely different condition of affairs from what had been represented. 
They hold tho people who manage corporations to stricter account than is cus¬ 
tomary luo'c. 

Q. (By Mr. .lENKS.) Do you mean that the Government holds every promoter 
rcspfinsible for tho truth of what he puts out?—A. Yes: more so than they do 
here. 

Q. Can you tell us something with reference to tho reports which the German 
Government requires every coi’poration to make?—A. I could give you that very 
easily, for I have an intimate friend who is a largo woolen manufacturer. I 
know, for example, that the minority of a corporation has much greater i)Ower 
there, and that if anything wrong is going on a single stockholder can make 
trouble. lie has more to .say than the people hav(! here in that respect. 

Q. It has been mentioned many times, and you and Mr. Cook have intimated 
also, that in case of tho whisky combination the directors of the company have 
spoiculated in their own stocks. Do you know wlndlun’ anything of that kind 
would he permitted under the German laws?—A. No. it would not; they Avould 
get after them with a shari) stick; they would not allow that. In general I agree 
with Mr. Cook perfectly. There is no business in which the e.xistence of a com¬ 
bination, or trust as you call it, is more beneficial and has become more a matter 
of necessity than in this line, on account of the enonnous tax and on account of 
all the difficulties connected with it; and there is no business in which a better 
and more careful or conservative management is required, looking to the com- 
nicrcial interests of tho business and keeping away from speculation, and if this 
business, or the combinations in it, have not been a success, it is on that account. 
I think the spirits combinations were about the first ones to start, because they 
became necessary l)efore combinations in other lines of busine.ss. It it has not 
been a success, there is no doubt in my mind that the people managing it, or some 
of them, looked more for profit in other directions than in legitimate business, 
and were not satisfied with the moderate imofits which could have been made. 

SUQQESTKD LEaiSLATlON. 

(i. Can you suggest any legislation that you think would tend to improve the 
management of this business and helj) people wishing to enter into it to carry 
out their purpose?—A. I happen to be a director of a bank in New York, and I 
A _1 7 
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know that a banker or bank ha.s some advantaffes over an individual, liecauee 
everybody can not start a bank. Running a bank is a privilege; and since p<!ople 
who start corporations sell their stock in Wall street and have it officially quoted 
there also have an advantage over individuals, I believe the Goveniment ought 
to make some provision requiring them to assume more resixmsibility. For 
instance, under the banking laws none of the directors can borrow money unless 
a maiority of them approve. 

Q. That is, none of the directors can borrow money from the bank ?—A. Yes; 
and another thing, the director must hold the stock in his own right; he can not 
ImiTow money on it when votes are taken. He must swear that he possesses it 
in his own right. Another arrangement which, though it does not keep all mis¬ 
management out of the business, prevents a great deal, is a .careful and efficient 
examiner. 

Q. Yes.—A. Now, I heartily believe in this whole business of trusts; but it 
will liecome necessary for the Government to provide such legislation as each 
case requires and to look more carefully into the affairs of trusts, so that their 
iictual condition will be more in keeping with the glowing statements which are 
sometimes made in print. 

Q Substantially, then, do you not favor putting all these great combinations, 
according to their situation, under restrictions similar to those under which the 
banks are placed ?—A. I believe they ought to give greater security for the advan¬ 
tages whicl they possess. For instattce, when a man gets tired of business in a 
combination he can sell out and go to Europe; but when an individual wants to 
quit he can not do it, for he can not sell. Now-, I believe there would be no 
in,iustice in requiring largo corporations, in return for the advantages which they 
enjoy, to submit to careful examination and publi.sh clearer statements. A sound 
corporation should not only l)e willing to lie examined, but should be amxious, and 
it would save many iieoplc from serious loss. 

IMPOHTA.VCK OP SnUITS I'RODUCTIOX AS A SOUKCK OP REVKNUK. 

Q. Have you any further general observations?—A. Nothing just at present. 

(J. (By Mr. Kennedy.) IIav(! you some memoranda?—A. I liave one. I have 
a memor.andnm here which shows the important part which spirits play in the 
revenue. It is one taken from the stati.stics, wliich you can easily sf.'cure, and 
whi(di shows how the revenue of the United States, as Mr. Cook says, has greatly 
improved. In the collection of the revenue from spirits enormous progress has 
been made, but I believe it is very difficult to improve the revenue without hurt¬ 
ing the honest man and heliung along the rogue. The average annual produc¬ 
tion of all spirits for tw’enty years has been about 93,000,0(X) gallons. The annual 
production of rye whisky has been 9,000,000, and of bourbon whisky, part of 
which is not much better or not as good as spirits, 20,000,000. Thus the spirits 
production is the main and mo.st important part. And then another thing which 
must bo considered in sinrits production is that by-products are produced, which 
are dried or fed to the cattle. The making of this dry food is so very important 
that in Germany, for instance, and in Holland, the whole spirits production is 
carried on for the sake of the by-product, because it is required for feeding cattle. 

EXPLANATION OF THE DRYINO rKOORS.S. 

Q. Will you e^lain that drraig process ?—A. The spirits is extracted by fer¬ 
mentation and distillation and a thick refuse is left. That is put in a patent 
drier and baled and sent to Europe for feed. 

Q. (By Mr. Jenks.) What is this dry-process product called in the market?— 
A. The product made from the refuse of the distillery is sold under the name of 
dried slop. This slop is allowed to settle in the tubs, and then the thickest part 
of it is put into a so-called patent drier and afterwards pressed and packed. The 
value to the distillery is about 5 cents per bushel of gimn used, so that it is quite 
an important item, and it has the advantage that the slops can also be so employed 
in summer, when the cattle can not be fed on slops. A further advantage is that 
the distillery need not be nm on account of the cattle which it has contracted to 
feed if the prices should go very low. However, even if the slop is dried, there 
is always a certain quantity left to be used for feeding. 

The great value of the drying process is, as mentioned before, that the distillery 
does not depend solely on the cattle feeding for the use of the slops, and tW it 
can change the quantity produced, provided the market for the spirits should 
become unfavorable. As far as we can le^, most of this dried slop is shipped 
to Germany, where feed is comparatively dear. This is only recent invention. 
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and some of the distilleries have not capacity enough to dry all their slops. 
Driers are pretty expensive arrangements, but ■where they are in use cattle feed¬ 
ing can also be carried on in a small way. If a distillery is feeding cattle, it is 
impossible to stop production when the price of spirits is low; but it the slops 
are dried, the moduction can be ref^lated according to the demand for spirits. 

Q. (By Mr. Kennedy.) I should like to ask the witness if he has submitted all 
the memoranda that he cares to?—A. I do not know that I have anything more 
to say. I may add ono thing, viz, that while I believe in the forming of corpora¬ 
tions or combinations, I do not believe that any business has been attended with 
greater evils than this one, and I also believe they could have been avoided. 

THE DISADVANTAGE OP THE BONDS REQUIRED BY THE GOVERNMENT. 

Q. (By Mr. Jenks.) The chief e'vils are the two that yon have mentioned, i. e., 
the pushing of prices too high and the speculation in stocks V—A. The managers 
seem to think they can make more money in some other way than by attending to 
business as they ought. To return to the (piestion of export again, Mr. Cooksaid 
it was very easy to export; but unfortunately our Government is very severe on 
the spirit exporters, and they snlfer perhaps for the .sins of our fathers. Enormous 
bonds are exacted. For instance, when I exported a thousand barrels of spirits 
to Hamburg last year, I had to give two bonds of $100,00(1 each, and everybody is 
not ready to sign a bond for $100,000 to the Government. It is a great drawback 
to the export business. 

Q. (By Representative Otjen. ) How does the amount of the bond compare with 
the value of the goods?—A. The value of the goods does not ])lay any part. The 
duty is certainly 1,500 per cent. The tax on a barrel of spirits (containing iH) gal¬ 
lons is $100. The value is .$10; so for a value of $10 you must give a hundred- 
dollar bond. A thousand barrels would reipiircf two $100,000 bonds; you must 
have 3 bondsmen who can each (pialify in real estate for $100,000. This is very 
troublesome, but necessary under the present law. 

APPIDAVIT. 

State of New' York, Comil ij of New York, sn: 

I swear that the statenumts made by me of my own knowhalgcc in tine foregoing 
report of my ti'stimony before the Imlustrial Commission are true, and that all 
other statements I believe to be true. 

Henry E. G. Luyties. 

Sworn and subscribed to before me this 8th day of August, 1890. 

[seal.] H. Adolph Winkopp, 

Notary Fublic. 




STANDARD OIL <OMRINATIONS. 

Note.—A bout tlio vcur lKr:i UN-KHiif; rofinors r)f oil bewail tocoinbino for tlio purpose of milking: 
tho business mori* prulltablo. Tliocomliiniition was by im/auH of pur<;baso of stocks and inter¬ 
ests of various conipanics. and until IHfCi tlio combination was solely by stock ownership in the 
hands of a limited number of individuals, who controlled the <-orporatlonH as aijencies in a com¬ 
mon business. In these owners enter»Ml iiitt) the trust agn'enunit. The comr>anies whoso 
stocks they owned in whole or in part were not then competing <'ompanies. The individnuls 
named as trustees had controlhui tnoin by virtue of absolute ownership of uimijorityof their 
stoc-ks, Under the trust tlie stis-ks wore placed liy their owners in the hands of the trustees, 
who exorcised all the powers of the owners. In exchange for the stocks the trust issued trust 
certilicates, and the jirofits were divided on those. When tin* trust was dissolve<l in IsiU, the 
sumo conditions existed as before the trust was formed. The individuals, then trustees, con¬ 
tinued to control the (rompani<‘S by virtue of absolute ownership i>f a majority of their stocks; 
conse(iuentlv the corporations named have been, many of them since IHTiJ, somrato agencies 
carrying on business as a unit for the individuals wlio are their common stockholders. In June, 
IWKk a new corpiu’ation was organized in New Jersey, with a<'apital of j!ll(l,(M)0,0lK), to combine 
into a single. mor<^ compact organization the .separate coinimnies which hiwl be«m of late years 
controlled through ownership of a majority or their stocks by the few individuals who had 
formerly been trustees of the Standard Oil Trust. This new company is intended to unite 
again in »^ompHCt form all of the eeparuto companies whi<di luivi? been working together i!ver 
snxee the foi-mation of the trust 

\V.\SHIN(iTON, Ma}f //, ISUU. 

TESTIMONY OF MR. JAMES W. LEE. 

Fiiniirr ,S1(ite senulor of tlu‘ Stah’ of I’eiiiixiili'diiia. 

The coinmission met at 11 a. m.. May 11,18'.)9. Vico-( ;hainiiaii Phillips presided, 
and introduced Mr. James W. Lee, wlio testified in regard to trusts. 


I’EliSONAIj HISTOUV—THE INDEPENDENT oil. COMPANIES. 

Q. (By Mr. Piiiij.ips.) Will yon give your name, place of residence, and Imsi- 
ness?—A. James W. Lee. I re.sido at Pittsburg, Pa. 1 am at pre.senl. engaged 
in practicing law. 1 am also connected with the indei)endent pipe lines and inde¬ 
pendent oil comimnic.s. There are four companies. 1 am president of three of 
them and attorney for the fourth. 

e. Will you please name these companies? -A. The first company to he organ¬ 
ized was the Proclncers' Oil Company. Limited, with its general office at Warren, 
Pa. The second to be organized was thi^ Producers and llefiners’Oil Comiiany. 
Limited, with its general office at Titusville, Pa. The third was the United 
States Pipe Line Company, which is organized e.xclusively for the transportation 

f oil, both refined and crude, by means of i)ipe lines. One terminus of its pipe 
oino is at Oil City; Ihe other is intended to bo finally at New York, The fourth 
company is the Pure Oil Company, which has the right to engage in the pro¬ 
duction, transi)ortation, manufacture, and marketing of oil and its products. 
That company w.as organized il years ago last November, and was tlie last to bo 
organized. All four are owned by substantially the same persons, and operated 
together. 

O. Where wei-e you admitted to the bar?—A. I was admitted to the bar in 1809, 
at Franklin, Venango County, Pa., which is one of tlio original oil conntie.s. 

Q. Did you practice law in Franklin after being admitted there?—A. 1 practiced 
law in Franklin until.') years ago, when I removed to Pittsburg. 

Q. Who was your partner in the law business there?—A, My first partner was 
Mr. S. C. T. Dodd, now of the Standard Oil Company of New York. I was after¬ 
wards in partnership with Mr. George S. Cliriswell, now judge of the county, and 
Mr. Hastings. 

Q. Have you ever held any public office ?—A. Only two I was mayor of the 
city in 187.'>, and .served two terms, of 4 years each, in the State senate of Penn¬ 
sylvania, beginning in 1879. 
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KAEI.V HISTORY OP THE OH. BDSINKSS.' 

(^. Had there been any attemiits at legislation in regard to free pipe lines, or 
unjust discrimination, before you were elected, and had you any part in such 
legislation while in the senate?—A, If you will peniiit me, probably it would be 
interesting to the commission to have a very brief statement as to the beginning 
and growth of the oil business, especially that branch of it that relates to trails- 
portation, 

Q. We should bo pleased to hear you.—A. The first oil was discovered, as is 
generally known, by Col. S. L. Drake, who drilled directly for it in 1859, and ever 
since- 

tj. (Interrupting.) On Oil Creek?—A. On Oil Creek, which is a tributary of the 
Allegheny River. The first well was probably about 18 miles distant from the 
river. Then oil was developed along Oil Creek to the south. A production of 
2(K),bU0 barrels was reached in 18(il and 18(>2. The means of getting it to market 
at that period was by loailing it into bulk boats on Oil Creek, building temporary 
dams and cutting them, thus producing an artificial flood, and running the boats 
out on the flood into the river, and then by the river to Pittsburg, where the 
refineries were. 

THE FIRST PIPE LINES.’ 

The first pipe line, I think, was constructed in 1805 or 1860. It ran from Pit- 
hole, on the left of Oil Creek, down Oil Creek about 5 miles to the Allegheny 
River. It was built to carry the oil to the river; there it was loaded into boats 
and so conveyed to market. From that time the business of transporting oil by 
means of pipe lines increased. The oil wells spread first north to Tidioute, in 
Warren County, then south into Clarion County, then into Armstrong and Butler, 
and finally into Allegheny and Washington. In 187-5 and 1876 they extendi d 
north to McKe;in County, where the largest development of oil took place, and 
farther north to Allegany County, N. Y. By about 1880 they spread over a 
region some 300 miles long and 40 miles wide. As the field extended it became 
necessary to employ pipe lines. They were first buiit extensiveiy in 1871 ami 
1872. The capital was very small at first. The company which is now the 
National Transit was started under another name, witha capital of about $4,000; 
and it grew very rapidly until the capital reached millions. By 1877 the number 
of barrels that it transported reached about 15,000,000 a year, I think. I may 
not bo entirely accnr.ate in these figures, but it was a very large amount. Other 
pipe linos were started, but the united pijie lines soon came into control of the 
people who are now known as the Standard Oil Company—the Standard Oil trust. 
Small lines were built in various parts of the oil field, to convey the oil to the 
railroads. There were no liuo.s leading to the seaboard till 1883. 

THE RAILROADS AND THE STANDARD OPPOSE. THROtmil PIPE LINES — LF.OAI. 

OliSTACLES. 

A pipe-line law had been passed, which limited the laying of pipe lines to cer¬ 
tain counties. Efforts were made, from 1870 on, to obtain a general State law, 
which should allow the laying of pipe lines and give the right of eminent domain 
to companies organized for that purpose. That was opposed by the railroads, 
and also by the Standard Oil Company when it came into existence. That bill 
was introduced in successive legislatures, beginning with 1870. It faileil each 
year until 1883, when it was finally passed. I was present in the legislature in 
1879 when the bill failed, and again in 1881 when it failed. In 1883 it was passed 
only by agitation. The people who were interested in having it passed-the oil 
people—held mass meetings throughout the agricultural counties or eastern Penn¬ 
sylvania, and got the farmers to send petitions to their own representatives to 
vote for the bill. Then it jiassed in the House by a meager majority. 

O. Were you present in that legislature ?—A. I was present in that legislature 
and attended a number of mass meetings that were held. I rememlier at one mass 
meeting small handbills were circulated through the audience, saying that if this 
bill became a law their orchards would be destroyed, their springs would be pol¬ 
luted, and death would lurk under their doorsills.' Of course that was a very 
effective way of frightening people who were not at all acijuainted with that means 
of transportation. But it is a good deal safer and a great deal more economical 
than any other method of transportation. I do not think that there has been a 
single life lost in transporting oil by means of pipe lines in twenty years; and 
there were a great many lives lost in transporting it by railroad prior to that time. 


* See Mr. Boyle, p.405. 

* Soo Mr. Boyle, pp. 4()9,413. 

•Compare Mr. Archbold,p.513; Mr. Emory,pp.606,669,660. 
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RELATIONS OF THE STANDARD OIL TRUST TO THE RAILROADS. 

Q. (By Mr. North. ) Were those the real objections to the passage of the bill?— 
A. No; the real objections were that it would give to people who desired to enter 
the business the opportunity of doing so. The real objection was that it would 
interfere with the Standard Oil Company’s exclusive right to operate the.se lines, 
and their power to secure unfair advantages over all competitors by combinations 
with the railroads. If any proof on that subject is desired, I would like to submit 
it right now. I have heard the statement under oath. Mr. A. J. Cassatt, who 
was the vice-president of the Pennsylvania Railroail, in his testimony given before 
the master in a case that wasinstituted in Pittsburg in the supreme court of Penn¬ 
sylvania, gave his testimony in regard to that subject. (Reading.) ‘‘Q. Did you 
understand at that time that these rail road companies and the United Pi jie Linos had 
united with the Standard Oil Company in order to force the transportation com¬ 
pany out of the refining business?” The Empire Transportation Company was a 
company which owned a large number of tank cars. The president of it was 
Joseph 1). Potts. Mr. Potts was juobably as fully acnuainted with the suliject of 
transportation as any man who over lived in the United States; a man of very great 
ability and with very wide knowledge of that subject. (Reading.) “A. 1 believe 
they did; 1 believe that was the object of their onslaught upon us.” That is the 
testimony of Mr. Cassatt. 

GETTING RID OF THE EMPIRE TRANSPORTATION COMPANY. 

Q. (By Senator Daniel.) Who was prosecuting?—A. The Commonwealth of 
Pennsylvania, against the Pennsylvania Railroad. The Standard had a combina¬ 
tion with three trunk lines to force the Pennsylvania Railroad to exercise its option 
to buy the cars of the Empire Transportation Company and to stop the refining of 
oil, so as to give the Standard Oil trust a monopoly of the business. That is on 
page 177 of a book that was publislied by the Oovernmont.’ It was an investiga¬ 
tion before the Committee on Manufactures in 1888. 

Q. (By Mr. Noriti.) Of the Pennsylvania legislature ?—A. No; of Congress. 
(Reading.) “y. Was it after the Stand,ard had threatened to withdraw its 
patronage from your road ?—A. Well, they had not threatened to withdrawtheir 
liatri mage from our road at the time, but they had protested very strongly against 
the Empire Line being interested in that New York refinery I spoke of before, and 
had complained that the Empire Line was giving facilities to that refinery, on 
account of their interest in it, they did not give to them, and had been endeavoring 
for several months to get ns to insist upon tho Emihre Line going out of that 
refining business.” That is the testimony of Mr. Cassatt on page t78. Joseph D. 
Potts testified before tho same committee of Congress, on jiage 261. He was the 
president of the Empire Transportation Company. (Reading.) “Q. I will call 
your attention to this subject. Do you not know, and did yon not also at that 
time, through railroad officials or other sources, that the Standard Oil Company 
complained of the impropriety of a transporting line, upon which they were 
dependent for their supply of oil, being also engaged at the same time in competi¬ 
tion with them in refining ?—A. Yes, sir; that was the point that was made.” 
And at that time the transportation company’s cars were purchased by the Penn¬ 
sylvania Railroad, and their refining plant by the Standard Oil Company, and 
they went out of business.’ 

MET110»S USED TO I'REVENT THE PASSAGE OP THE PIPE-LINE DILI,. 

(^. (By Mr. Phili.ipr.) What methods, if any, were used by tho Pennsylvania 
Railroad and the Standard Oil Company, or either of them, to preventthe passage 
of the pipe-line bill in 1883?—A. All methods that are usually known, 1 think, in 
legislatures. 


PRODUCTION OF CRUDE OIL BY THE STANDARD IN 1883. 

Q. (By Mr. Farquhar.) How much control of oil production did the Standard 
Oil Company have in 1883, compared with all others?—A. Of oil production? 

J . Yes.—A. I think about ,5 per cent.’ 

. Five per cent of all’?—A. Yes; you are speaking of production now. They 
none directly. I think; it was through comimnies that were supposed to be, 
as they term it, affiliated with them, such as the Forrest Oil Company, and proba¬ 
bly the Anchor Oil Company, and one or two others. 


' IIouHo Reports, Fiftieth CongresB, First Bession, VoL 9. 
^ (Xirapar© Mr. Arch^>old,p.5iy. 

8 For recent years, see p. 501. 
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TllK standard's l-DWKll ItASKD ON RAILROAD DISCRIMINATIONS. 


Q. Then what you say is that the foundation ot tlie strength of tlie Standard 
Oil Company, after the passage of the act in lay in their means of making 
combinations, particularly of pipe lines, and securing the whole control?—A. 
Their great power lay in the discriminations which they obtained from the rail¬ 
roads over all other iiersons. That is found in the testimony before the same 
committee, on page 1111.' 

THE STANDARD’S METHODS OF PREVENTING THE I.AYINO OF PIPE IJNES. 

Q. (By Mr. Phili.ips.) What methods did they take, if any, before the passage 
of this through pipe-line law, to prevent others from getting jthrough to the sea¬ 
board?—A. It was impossible to get the line to the seaboard without having the 
right ot eiuinent domain. It would be useless to attempt it; because any one 
owning a little piece of land could absolutely prohibit the pipe line's passing over 
it. The original pipe-line law only extendeil to certain counties, and as the oil 
busines.s grew it went beyond the counties to which the law applied. It was diffi¬ 
cult to lay lines even within the oil-producing counties. 

y. (By Mr. Phillips.) Wore there other attempts to lay lines to the sea¬ 
board; and how did they undertake to circumvent them?—A. I understand 
that when attemiits were made to lay lines to the seaboard tracts of land were 
purchased—strips in frontof the iiijie-line stations—so that the line could not bo 
built without crossing them.'-' By this means the Standard could jirevcnt the 
laying of any pipe lino, and I think did [irevent it; so that it became absolutely 
necessary, in order to lay a line to the seaboard, that a corporation organized for 
that purpose should have the right of eminent domain. 

THE standard's CONTROI, OF TRANSPORTATION. 

Q. (By Representative Otjen.) You said that in ISS.'l they controlled .5 per 
cent of the production. What per cent of the transportation did they control at 
that time?—A. I think they controlled :)0 jier cent ot it. 

t^. Even at that time?—A. Yea. A number ot anialler iiipe lines were laid 
through the oil country, and these wereraiiidly absorliedliy the National 'transit 
or the United Pipe Linos, which was a Standard organization. So tlmt in l.ssil 
they jiractically had command of all the traiisiiortation ot crude oil. 

Q. (By Mr. C. .1. Harris.) Has it been their policy to control all new lines 
that have been laid since then?—A. Yes. 

Q. No matter what the cost?—A. No matter what the cost. 


AMOUNT OF THE STANDARD'S REBATES FRO.M THE RAILROADS. 

Q. (By Mr. PHir,Lii>s. ) Did they obtain rebates from the railroads?—A. They 
obtained rebates from railroads. That is probably (piito an old subject, and it is 
fully gone into here in tlie testimony of Mr. Ca.ssatt. That is easily acceasiblo to 
the commission. They got their power by means of rebates. They got a rebate 
not only on the oil they shipped themselves, hut on tlie oil everybody else shipped; 
a very excessive rebate. The rebate was so much that nobody could stay in the 
business. 

Q. How much did that reiiate amount to in any given period of time'?—On 
page 11)1 of tlie report ot the Committee on Manufactures Mr. Cassatt said tliat 
at that time it w<'is NO cents a barrel. 

Q. In round sums, do you know how mnch they obtained, in the course of a year 
or such a length of time, from all the railroads?~A. I should say it would run into 
the millions', probably as high as eight to ten millions a year. ' 

Q. In rebates?—A. I think so. 

y. Has there been any testimony taken heretofore on that subject to your 
knowledge'?—A. It is very fully given in this testimony that was taken before the 
Committee on Manufactures in isS8.' 

Q. Is the precise sum stated in that testimony?—A. The precise sum is stated 
on page 191 (reading): "Q. I mean the tariff rate?—A. One dollar and ninety 
cents. Q. What was the actual rate?—A. If shipped to the Standard Oil Com¬ 
pany at that time it would be HO cents a barrel." It was just one-half, and it was 
even higher than that. I think it was liigher than $1.1(1 a barrel. 


' House Reports, Fiftieth Conurfiss, first ses-sion, vol. it 

'•* See Mr. Emory. p.*)51; also Mr. Hoylo.p.lWk 

*Soop.^7; Mr.Arcbbold,iip.r)lt-r)10; Mr.Emory,pp.iWO.Gfil . 
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THE standard’s CONTROL, OF TRANSPORTATION. 

Q. (By Representative Ot,ien.) What percentage of transportation do they 
control now?—A. They control probably about 88 to 90 per cent of it. 

Q. About the same as in 1883 ?—A. Yes. There have been times when they 
controlled practically all of it. 

TlIROUdH PIPE LINES A BENEFIT TO THE Oil, INDUSTRY. 

Q. (By Mr. Fauquhar.) Was the establishment of these pipe lines to the sea¬ 
board a positive advantage to the oil industry of Pennsylvania as a whole ?—A. I 
think so. 

EFFECT OF TRUSTS UPON THE CONSUMER. 

Q. (By Mr. Phillips.) How, in your opinion, do trusts affect the consumer?— 
A. I think the trusts themselves seek to create the impression that the organiza¬ 
tion of I rusts and the introduction of what they call “ the economies of manufac- 
tiiro ” reduce the price of the manufactured article to the consumer. I think that 

is, in fact, wholly erroneous-that instead of decreasing the price to the consumer 
they increase the price to the consumer until it becomes absolutely extortionate. 
One would suppose that that would be the case from the mere fact that these 
trusts are organized for the purpose of securing a complete monopoly of the busi¬ 
ness in which they are engaged. They permit no one else to engage in the same 
business if tlicy can jirevent it. They pay enormous prices for other establish¬ 
ments in the same line, for the purpose of closing them up and thus obt.aining a 
complete monopoly of tlie business. When they h.ave accomplished that, or ap¬ 
proximately accomplished it, they have absolute control of the prices to the con¬ 
sumer ; and I do not believe that any body of men anywhere, and esiiecially when 
organized for the purpose of profit, can be trusted with the inordinate power of 
absolutely fixing prices to the consumer. One would exjiect that they would fix 
extortionate prices in order that their profits might bo high. 

nUICES AT COMPETITIVE AND NONOOMI'ETITIVE POINTS.' 

I l)(‘lievothat it can he shown, in fact, that this has been the effect of the creation 
of trusts; and especially of the trust which was the first, and to this day is the 
greatest, tlie .Standard Oil Trust. Now, that they do charge extortionate prices, 
it will be a very easy matter for this commission to prove, by simply getting the 
price's at which they sell l eiiued oil at all points where they are without competi¬ 
tion, and coni|iaring them with the jirices they obtain where there is a competitive 
market, I think it is always well to deal in the concrete rather than the abstract, 
and I will give an example which the coininission can readily verify. In New 
York and Brooklyn and Jersey City, in 189.’) and 1896—in March, 1896—they were 
selling oil to the local merchants, and to what are known as the wagon trade as 
well as retailers, at 9 and 91 cents a gallon. The Pure Oil Company, having been 
organized on the 9th day of March, put a wagon on the streets in iNew York, and 
sold 10 gallons of oil the first day at 9 cents a gallon. As soon as the Standard 
Oil Company knew that the Pure Oil Company was doing business in the city of 
New York and vicinity, they commenced a rapid reduction of their prices, until 
in July, 1896, they had reduced the price to .Jl cents a gallon for the best quality 
of water-white oil, in small quantities, at retail, out of their wagons in the city 
of New York. On .March 9, when the price was ill cents a gallon, the price of 
crude petroleum was ,$1.30 a barrel. That is a trifle over ;i cents a gallon. Crude 
oil is always measured by barrels of 43 gallons each. Three cents a gallon would 
bo $1.36. When they ))ut the price at .'if cents a gallon, crude oil was $1.15 a 
barrel. In other words, they reduced the price of refined oil by $1.68 a barrel, 
while crude declined only 15 cents." Now, 9i cents a gallon was an inordinate 
price for refined oil in New York, and 5f cents was below cost; they could not 
luiiko fhe oil. transport it to New York, and sell it for that price and get cost for 

it. The condition is the same in Philadelphia, where there has been competition 
for 3 years. 

y. (By Mr. North.) How long did that continue?—A. We put additional 
wagons on in a sinjill way, and I do not hesitate to say we have lost money in 
New York every month since wo started three years ago last March. 

y. Prices remain the same as they fixed?—A. Practically the same; they are a 
little better now, although crude oil is no higher. Crude oil was $1.15 in 1896; it 
is now $1.13 ; yet the prices of refined are a little higher now than then. But I do 


' Soa also Mr. Monnett, 1 ). 317; Mr, Westnate, p. 3)17; Mr. Clark,i>p,331,337,360; Mr. Emery, pp. 
(13(l,tWl,(!K. 

■' Comi)aro Mr. Wesgate, p. 305; also Mr. ArcliboM, p. 528. 
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not hesitate to say that by the competition which we introdnced at least $3,000,000 
has been saved to the people of Greater New York during the last three years. 

Q. (By Mr. Phillips.) How about Philadelphia?—A. The situation is the same 
in Philadelphia. The Pure Oil Company has been doing business in Philadelphia 
since the 19th day of June, 1896. And prior to that time another company, which 
our company succeeded, had been doing business ther i for years. The price of 
oil in Philadelphia is even lower than it is in New York.' 

Q. (By Mr. C. J. IIakuis.) This saving to consumers would not probably have 
been made without the comi)etition ?—A. Oh, no; I think the price would have 
been maintained throughout this entire period at 94 cents. 

Q. (By Mr. Fakquhau.) This commission understands that these prices are 
carried by both competing companies in New York at a loss?—A. Certainly at a 
loss. Their jiurposo is to drive .competition out; and unless the company has a 
considerable capital it will be driven out. No individual can compete with them. 
They have absolutely destroyed all individual enterprise in the oil business. 

tj. Would it not have been a better business method to adopt the price of the 
opposition company V That would have involved no loss to the company, but 
simply standing in as a competitor at the real cost price without a profit.—A. If 
you sold oil at all you had to sell at their price. We did not care to do business 
at a loss. We should liave liked to avoid it if possible. 

(By Mr. C. J. Harkis.) They made the reduction?—A. They made the 
reduction and they made the cuts, and they did it to make it destructive. 

Q. (By Mr. FARyCH AR.) The cut, you said, was made from nine and a half to 
five and a half ?—A. Yes; from March to July. 

Q. Were you in competition at the time of the nine-and-a-half rate?—A. Yes; 
we commenced in March, 1896. 

Q. At the nine-.and-a-half rate?—A. Yes. 


(J. The other company, then, made the first reduction ?—A. Yes. 
tj. Was the price put down to five and a half at once, or was the first reduction 
to a middle figure ?—A. The first reduction, I think, was to eight, and then to 
seven and a half, then ,o seven, and quickly down to five and a half. 

(J. (By Mr. North.) Gould you state the figure at which the oil could have been 
sold at that time with a rea-souable jirofit?-A. Seven cents would have given a 


very handsouio profit both to them and to us. 

t^. (By Mr. Kennkpv.) I would like to ask the Senator to say something about 
the price of the same qualify of oil in the States where the Standard has not this 
competition.—A. The pric“S are very high. When you get entirely away from 
competition they get what prices they please. 

Q. Can you name a case in any city?—A. No; I can not give you the figures in 
other cities from memory; I know the figures here because it was my business to 
know them. 


9 . (By Mr. Phillips.) These figures will bo obtained and presented to the com¬ 
mission, no doubt, in satisfactory shape?—A. And it is true that wherever there 
is no competition their prices are high. 

Q. We are still on the ((uestion how, in your opinion, do trusts affect the con¬ 
sumer?—A. Give the trust the absolute power to fix prices, and they always fix 
them high. That is the only way they can get their inordinate profits on their 
watered stock, and the consumer, of course, must suffer. There is no question 
about it. No government should allow the power of absolutely fixing prices for 
the consumer on a given product to be lodged anywhere if it can be prevented. 


THE number of COMPETITIVE POINTS. 

C^. (ByMr.NoRTH.) Are there many competitive points in the U nited States?— 
A. Yes; there are a number of competitive points in the United States where the 
independent people have stations for distributing points for oil, but usually, I 
think, at a very great disadvantage in their rates. 

Is the numlier of these competitive points increasing or decreasing?—A. I 
think they are increasing as the independent interest is increasing. If that should 
diminish, they would correspondingly diminish. 


THE INDEPENDENT COMPANIES MAKING LESS MONEY THAN THE STANDARD. 

Q. (By Mr. Farqchar.) In proportion to their capital, are the independent com¬ 
panies making as much money as the Standard?—A. I think not, if we are to judge 
by their declared dividends. I see that the Standard recently declared, for the last 
3 months, a dividend of 3 per cent and a special dividend of 9. That would 
make 19 per cent in 3 months on a capital of $100,000,000, if the statement can be 
relied upon. 

' See Mr. Emory, pp. 629,631. 
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REFINED OIL FIRST TRANSPOHTP.D IN PIPE LINES BY THE INDEPENDENTS. 

Q. Through how many States did this pipe line need to go before it reached the 
seaboard?—A. Pennsylvania and New .lersey. Proliably it would be interesting 
for the commission to know that the independent interest first undertook the 
transportation of refined oil by means of pipe lines. The Standard people said 
that it was impossible to transport refined oil long distances by means of pipelines. 
The independents laid a pipe line to transport refined oil from Oil City through 
Titusville and Warren, Bradford, and Wilkesbarre, Pa., to Hampton Junction, 
N..1., for the purposeof reaching New York Harbor That line has been in operation 
4 years, and has transported millions of barrels of refined oil, without the con¬ 
demnation of a single barrel; and it was the only means that enabled the inde¬ 
pendent refiners to live. Without that they would have been driven out of business 
by the railroads.’ 

OBSTACLES PUT IN THE WAY OF THE INDEPENDENTS’ PIPE LINE. 

<^. (By Mr. Farquhar.) Did these jiipe lines find any trouble at all in getting 
their right of way?—A. Oh, yea; certainly. Even in Pennsylvania (hey were 
hinderetl and delayed and stopped in a great many ways in reaching Wilkesliarre. 
Men went in advance of them and took options on the right to lay a line at very 
high rates, for the purpose of establishing rates for this line that was coming. 
They would offer to take an option for the right of way over a farm at very much 
mori^ than the value of the entire farm. 

(J. Is not that the usual way with a railroad or with a pipe lino, that the sec¬ 
ond customer is the one that is very apt to pay an enormous rate?—A. The first 
person that went through was not intending to lay a line, but simply to fi-v the 
price for the one that did lay the line. 

Q. (By Mr. Pnii.i.ips.) Will you give an account of the start made with the 
United States Pipe Lino, the double line, to ship both refined and crude? Will 
you state to the commission what adverse circumstances you met in thi; State of 
New Jersey in trying to get to Now York?—A. The lino was projected by way of 
Hancock, on tho D<!lawaro River, and through New York to the Hudson River. 
When we reached a place near Hancock, on the Delaware River above New York, 
we found the Erie Railroad there with cannon and every appliance necessary to 
prevent tho laying of the lino. We also found that it would probably take us 
some years to get tho land for that line throiigh to New York, liecause the pipe¬ 
line law of Now York had been so amended as to make it very difficult to lay 
another pipe line. Tho law was not arranged to develop that plan of transporta¬ 
tion, but to prevent the laying of additional line.s. So wo gave up tho project of 
going to Now York by way of Hancock, and started from Athens south to 
Wilkesbarre. 

Q. That is Athens, Pa.?—A. Athens is in Pennsylvania, about 4 miles from the 
New York lino. Wo intended to lay the line directly across througli New Jersey 
to tho bay at New York, where a company witli which we are associated, the 
Columbia Oil Company, has loading facilities. Wo reached the Delaware Riv(;r 
and crossed it. Then we met tho first objection, from the liclvidere Railroad, 
owned by the Pennsylvania. Although we owned an acre of land at the crossing, 
they enjoined us from crossing that by moans of a bill in oiiuity filed before the 
vice-cliancellor. His decree was reversed by the Court of Errors and Appeals, the 
highest court in Now Jersey, and wo crossed the road; but they kept us back a 
year. Our line was complete to that point, but wo were delayed a year in getting 
that link. Then we met our next difficulty in crossing the Delaware, Lackawanna 
and Western Railroad. We owned a lino there. They undertook to take that line 
out. Wo maintained our position by force, but we had a delay there, and some of 
our men were hurt. We retained the line, and it is still there; it is still in litiga¬ 
tion. We crossed under tho Essex Canal at a culvert, owning that crossing, and 
reached Hampton .function, which is 12 miles from the Delaware River, in the 
State of New .Tersoy, and .51 miles from the harbor of New York. There are two 
lines from Bradford, Pa., to Hampton Junction, one for crude oil and the other 
for refined.' 

THREE (IRADES OF OIL IN ONE PIPE LINE. 

Three different grades of oil are transported through the same line. They push 
out a poorer grade with a bettor, and it is turned into its own tank by means of 
a valve. They run that second grade until they have transported the amount 
desired; then put in a third grade until they have transported the amount that is 
desired of that, and then repeat the process. 

> Soo Mr. Emery, p.Hal; Mr. Ltx^kwood. p. 398; Mr. Boylo. pp. (13. 41.3. 

' Compare Mr. Artjlibold. p. .Till; Mr. Emory, pp. (Pa-lttS: Mr. Haylo, j). 4sti. 
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Q. (By Mr. Phii.lii’S.) E.xplain how you have been transporting these mixed 
grades to your markets.—A. In pumping tiie oil along the line it does not mix for 
a distance of 50 feet; though of course that poorer grade mixes with the better for 
a short distiinco in the lino. 

Q. (By Mr. Fakcjohar.) Does the Standard use that same system?—A. No, I 
think not. 

Q. (By Mr. Phillips.) Are you the first to pump refined oil to New York?—A. 
The first company that ever pumped refined oil any distance by means of the pipe 
line. I think the Standard is pumping distillate from the fields in Ohio for treat¬ 
ment. 


NO KKELINO AGAINST SENDING OIL AWAY TO BE IlEPINEI). 

Q. (By Mr. Farquiiar.) Was there not a feeling in Pennsylvania, and the oil 
district, against the transportation of crude oil. as withdrawing the benefits of 
refining from the localities?—A. No, 1 think not; there is a pretty liberal spirit 
on that subject; they are selling oil to be refined wherever it can be refined cheapest.' 

REPINING DONE CHEAPEST IN THE INTERIOR. 

Q. (By Mr. Farqdhar.) Then yon state that there is advantage in getting to 
the seaboard for your refining?—A. No; I think the oil can be refined cheaper in 
the interior, and transported as refined by means of pipe lines.' 

Giving employment to the locality where the oil is jirodueed ?~A. Yes. I 
think so. I think so for several reasons; Land is cheaper, lalior is cheaper, and 
fuel is cheaper, and water is abundant and of a good quality. 

CJ. And living is cheaper ?—A. Living is cheaper. 

Q. And it tends to diversify labor?—A. Yes. 

(J. Is there a better market at the seaboard tor what you call the by-products or 
residuum than there is at your local refineries in Penn.sylvania ?—A. I am not com¬ 
petent to answer fully. I think that the market for the by-products is all over 
the country, and probably one part of the country is as valuable a market as 
another. 

THE STANDARD BELIEVED TO GET RAILROAD FAVORS IN PRICES FOR LCBRIOATINO 

OILS. 

Q. (By Mr. Phillips.) Does the Standard have the monopoly of lubricating oil, 
especially as to the railroads of the United States?—A. I want to mention some¬ 
thing tliat I do not positively assert to lie true. 1 do not know it to be true, Imtit 
is a matter of lielief with me. I believe the .St.andard i.s getting as great advantages 
and discriminationsfromrailroadsasever: buti think theyget themin anentirely 
different way, and in such a way that I do not see how the matter can be reached'. 
The purchasing of oil for a great many of the railroads has been largely taken out 
of the bands of the pnrcliasing agents and put into the hands of the jiresident 
or some managing director. I think that the Standard get their rebates from tbo 
railroads by means of the jirices at which they oil those roads.'' 

By lubricating oil ?—A. Yes. 

Q. Does that reqiiire a large amount? Is it a very large item of expenses ?—A. 
I think the railroads of this country can be luliricated for oiie-lialf the amount 
which they pay to-day, and a large profit made out of it; but the railroads are 
simply giving rebates in that way. 

Q. (By Mr. Farquiiar.) As a busine.s3 proposition, does it make any difference 
to a man selling oil to a railroad whether he goes to the president of the nailroad 
or to a purchasing agent?—A. Yes, I think it makes a difference; because tlie 
purchasing agent is supjiosed to buy his oil at the very lowest prices. It is dif¬ 
ferent in the case of the president. 

Q. (By Mr. Farquuar.) Is there any proof by which you know that the pur¬ 
chasing agent gets comiietitive prices on oil ?—A. No. 

A REFINERY WITH $500,000 CAPITAL CAN GET ALT. THE BY-PRODUCTS. 

Q. (By Mr. Jenks.) The statement has been frequently made that, owing to 
the very large capital of the Standard, they get the refined very much cheaper 
than the independents do, because they are able to get more by-products. Can 
you tell us whether you, for example, have as good facilities for refining as the 
Standard?—A. I presume that in refining a large quantity of oil there would be 


• So© Mr. Emery, p. ft49. 

^Compare Mr. Arclibold, p.r»16; Mr. DavjH, p.lJiji); Mr.Rice, pp.699,700; ft^'.Page. 
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a slight difference in favor of the large refinery ; hut I think it would he so slight 
as to make no real difference. 1 think the independent people make just as good 
oil as the Standard Oil Company, and better. 

Q. Do they get also substantially the same by-products?—A. They can got also 
the same by-products if they have the facilities to make them. 

Q. Does it require anything like the capital the Standard has to get an estab¬ 
lishment big enough to make use of these by-products?—A. Oh, no. 

y. How large?—A. I suppose a capital of $.')0(l,0(K) would make a complete refin¬ 
ery, with a perfect division of labor, so as to get out every by-product at the very 
lowest possible cost,' 

THE STANI>ARI) HAS NO ADVANTACIE IN COST OP I'ACKAOF,S, 

Q, Would the same thing hold with reference to the materials they use in ship¬ 
ping? With reference to the cost of tin cans and barrels?—A. The making of tin 
cans is a very simple process; it is all done by machinery, and they .are made very 
rapidly. I think otherscan manufacture them just as cheaply as they do. Barrels 
can be manufactured just as cheaply as the Standar<l Oil Company can make 
them. I judge they can not manufacture these things any cheaper th.an other 
people, bec,ause they do not do the other parts of the business any cheaper than 
the other people. They are not any better producers than the independent pro 
ducers. nor as good; and they do not transport the oil any cheaper through ( 
given size of pipe line than we do. 

THE STANDAItn'S ADVANTAriK IS NOT IN PROPUCTION BUT IN DISCRIMINATIONS. 

Q. When yon say that they are not as good producers as other people, do yon 
mean that they do not take as good care in their refining as the others do?—A. I 
think very possibly they do not. It an oil comjiany is in the business of producing 
oil individually, they are giving their own jiersonal attention to that specific thing. 
In the case of the Standard Oil Company, all their production must be under the 
supervision of paid agents, who are not as skillful in the business as the men that 
have been in it lor thirty years themselves. 

y. In your judgment, then, any advantage they have comes from some special 
discriminations or through monopoly, and not from any legitimate advantage they 
have through largo capital?—A. I think you are entirely correct: they have not 
much advantage, so far as the actual doing of the business is concerned, except 
through discriminations. 

THE STANDARD MAKES A HUNDRED PER CENT ON ITS REFINED OID. 

Q. (By Mr. 0. .1. Harris.) You said the price of oil was 91 cents in March, 1896; 
that would give them at wholes,ale rates a profit of .’lO or 60 per cent, would it not, 
according to their own ligures?-A. It would give them a profit of 100 per cent; 
the cost of oil would be- 

Q. (Interrupting.) 1 do not mean on the crude but I mean af ter it was refined ?— 
A. It would give them 100 per cent. They could buy the oil so as to make the profit 
very close to 100 jier cent. - 

That is a pretty big profit for a wholesale business, is it not?—A. I think so. 

COMPETITIVE POINTS.-THE RAIDROADS PREVENT COMPETITION ON THE PACIFIC 

COAST. 

Q. (By Representative Ot.ien. ) I understood yon to say there are alxmt a hundred 
competing points; where are they? In what part of the country?—A. I can give 
you a good many of them; New York, Philadelphia, Pittsburg, Chicago, Milwau¬ 
kee, Rock IsL-md, Evansville, Memphis, St. Louis, Des Moines, Kansas City. 

Q. Any on the Pacific coast?—A. They have such a great advantage, by me.ins 
of rules the railroads have adopted, that it is almost impossible for independent 
companies to sell large quantities of oil on the Pacific coast. The Interstate Com¬ 
merce Commission has assessed against a number of railroads, in favor of the inde¬ 
pendent refineries, the sum of $86,000, which it has found that the railroads should 
pay to the independent refineries by reason of discriminations; and suits are pend¬ 
ing for tliat sum in the United States Circuit Court at Pitttsburg.^ 

tj. (By Mr. C. J. Harris. ) Does not the Standard Oil control the country trade 
almost exclusively ?—A. Veiy largely they control trade which only railroads 
reach. The competitive points are wliere you can get away from railroads and 
get water transportation. 


■ Compare Mr. Archbold,p.5T0. •'Sec Mr.PhlUipe,pp.591,693. "See Mr. Archbold,p.616. 
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EFFORTS OF THE STANDARD Tf) liUY OUT THEIR COMDF,TITOKS. 

Q. (By Mr. Kennedy.) Has the Standard Oil Company been making attempts 
to socnro control of these independent companiesV—A. In 18514 and the beginning 
of 1895), they ha<l conferences with some of the independenc refineries. They 
proposed to bny all the independent lines and all the indeiiemlent refineries. 
The independent pijie lines declined to sell, A nnmher of refiners declined to sell; 
but they did, at tliat time, purchase oil refineries along onr pipe line, which were 
under contract to take oil from us; and although they were in good condition, and 
oneof them wa.s iiracticaliynew. they tore those refineries down anddestroyed them. 

y. Did they olfer much more tlnan the properties were worth?—A. Yes; they 
oll'cred more tlnan the properties were worth. 

(J. (By Mr. Piiii.r.ips.) What other methods did they take to get control of 'the 
independent jiipo lines't—A. They rednceil the |iricc of oil at the seaboanl, so 
that oil was sold at the seaboard for a long period b dow tho cost of the crude in 
the oil region, and tho refineries had to .suffer a largo loss.' 

the standard llUYS STOCK IN INDF.I’KNDF.NT COMPANIES A.ND GETS A DIRECTOR 

IN ONE. 

Q. Did they or did they not purchase stock in any of these indepondeiit pipe¬ 
line companies'f If so, how much and in what companies'1—A. The first com- 
jiany we organized was tho Producers' Oil t’ompaiiy. Limited, with a capital of 
jliOO.OOO. There were LOlla suhscrihcr.s to tho stock. They were scattered over 
about 300 miles, in territory widely separated from each other and from the officers, 
and the Standard Comiiany started to get control of that conii>any. They had a 
bank cashier working for them in nearly every town throughout the whole region 
where the stock was owned, and they had agents in the field. They coiiiinenced 
purchasing that stock at par. and biToro they got through they paid as high as 
330. They secured a majority of the stock- si,000 over one-half. Then they 
brought suit to get into the company. They were healeii. Tho stock was jiutin 
the name of .lobn .1. Carter. He claimed to be the owner. It was owned by the 
National Transit Company, and they transferred it to him on the Kith day of 
January, IS'.iO. He brought suit to become a member of that company without 
Ijeing elected to membership. It was a limited partnership, and the law provided 
that no one who purchased stock could become a member without being elected 
by a ma.jority in niimlior and value of the interests. He alleged that he was one 
of the original subscribers to tho stock, and that by buying additional stock he was 
entitled to vote such additional stock at the meetings, and lie .asked for a transfer 
to him. That was denied by tho company. Ho lost in the court below .and in tho 
supreme court. That was one of the means they were taking to get control. He 
told me he had purchased stock for tho purpose of getting control of the com¬ 
pany and ch<anging its policy from one oppo.sed to the Standard to one in harmony 
with it. They bought stock in the United .States Pipe Line ; and iu order to pre¬ 
vent their getting control of that stock the majority was put in tho name of three 
trustees who could vote it at all meetings of the company. 

Q, About how much stock diil they purchase in tho United States Company?— 
A. Some iSl.lO.llili) to .S 100,0(10 out of the .81,300,oii0 paid-up capital. Wo.refused 
to recognize them as stockholder.s in that company. They brought suit to get in, 
and they won in tho court below. The case was taken to the Supreme Court and, 
on a technicality, the appeal to the .Supreme Court was (luashed. 

Q. Have they or have they not a director in that company?—.A. They have 
one director in that company now. 

Q. How did they obtain that director?—A. They obtained that director liy the 
purchase of stock, and through thedecreeof the court that they should be entitled 
to vote it at the election.' 

THE INDEPENDENT COMPANIES ARK SEPARATE, RUT OWNED PRACTICAI.LY IlY THE 

SAME PEOPLE. 

Q. (By Mr, Kennedy.) Have the independent companies found it nece.ssary, in 
order to protect themselves against tho encroaclimeuts of the Standard, to enter 
into a form of combination ?—A. < Inly as to control; combination of interest. 
They are practically owned by the same people. They would lie much stronger, 
undoubtedly, if they were welded into ono organization. 

Q. Then, jiractically, they are not independent, but independent of the Standard 
Oil Company?—A. They are independent of each other and al.so independent of 
the Standard. 


•See Mr. ArcbboW,p.571: Mr. 'WeMt(fate.i).5W)o; Mr. Emery,pp.O'iO.ftn. 

■■•See Mr. We8tgato,pp. Mr. Boyle,p.44^; Mr. Arch\>old,pp.r>77,r>78; Mr BhilllpH.pp. 

689,5U0,595,596; Mr. Emery, p. 056. 
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Q. Did yon say whether they were controlled by the same people?—A. By way 
of illuatration, the refineries are all owned by different jwople, individuals or com¬ 
panies: each man owns his own refinery, and each company owns its own refinery. 
They take oil from the pipe lines and pay us the 15 cents pipeage, while the Stand¬ 
ard pipeage is 20 cents. We have always maintained a uniform price of 15 cents 
for local pipeage. They sell their oil where they please; bid against each other, 
and bid against the Standard. They are entirely independent. 

INDEPENDENT COMPANIES ABSOKBED BY THE STAN»ARD. 

Q. (By Mr. A. L. Haubis.) How many independent companies have been 
absorbed by the Standard Oil Company ?—A. I should say over a hundred in the 
last twenty years. 

Q. Is there such a thing as a list of those companies and the amount of capital 
of each ?—A. Yes ; there is a list of the refineries that were obtained and dis¬ 
mantled in the testimony of Senator Emery before the Committee on Manufac¬ 
tures in 1888.' 

WHY THE BEMAININO INDEPENDENTS UEECSE TO SELI.. 

Q. (By Representative Livinoston.) What stands in the way of absorbing the 
remaining companies? The fact that they produced enough to meet the demand, 
or are they trying to work at lower figures because they are not willing to sell ?— 
A. Because they are not willing to sell; that is one reason. 

Q. (By Mr. Fabquhab.) Do you mean by that that there is so much profit in 
tile indejiendent lines that they can ask two iirices and will not sell ?—A. No; we 
refused to sell at 112—that is, 12 per cent above cost—when we expected to go 
into the hands of the sheriff and be sold out. We maintain those companies 
largely as a matter of sentiment, and as a protection to tho independent producing 
interests. 

tj. Do they stay out of sentiment or feeling toward the consumer, or is it 
because there is a large profit, present and prospective, in keeping them out of tlie 
Standard Oil Company ?—A. No; men naturally want to remain in tho business 
that they have selected and with wliich they are acquainted; they aro satisfied 
with moderate profits, and they do not like to bo driven out of their business. 
There is an American pride in being able to maintain a place in a business that a 
man feels that he is entirely competent to carry on, and has ade<iuato capital to 
carry on if he has a fair chance. 

Q. (By Mr. Farvi'har.) Is it not a fact that the independent companies of 
this country aro making money, and making a sufficient percentage on their capi¬ 
tal, and i.s not that one of the reasons why they do not sell ?—A. That is true .I'ust 
at present: but this proposition to purchase them was made after they had been 
doing a losing business continuously for twenty months, and in that twenty 
months had lost $200,000 among them in actual money. Then they declined to 
sell.^ 

PRACTICAL EXPERIENCE OF MEMBERS AND MEN OF THE STANDARD OIL COMPANY. 

Q. You mentioned the fact some time ago that you thought those who were 
interested in the independent companies, and had boon brought up in the business, 
and had long experience in it, are lietter managers than the agents th;it the Stand¬ 
ard Oil Company employ in refining, or transportation, or selling. Is it or is it 
not a fact that in their ac(iuirement of these plants, tho Standard Oil Company 
has msually taken the expert mixers and refiners of those concerns into tho work¬ 
ing force of the Standard Oil Company itself? In other words, under the con¬ 
trolling spirits of the Standard Oil Company to-day, have not tlie men in the Held 
had as wido experience as any independent company can have?—A. No, 1 think 
not. i think, with the exception of one trustee, none of the trustees have had any 
experience. 

Q. What is the experience of Mr. O’Day?—A. He has had experience as a pipe¬ 
line man. Mr. Archbold, I think, has had quite a largo experience as a refiner. 
I think ho is a competent man in that business. 

Q. When they absorbed the Galena Company, did they not take the best opera¬ 
tives of that company into the employment of the Standard Oil Conqiany?—A. 
What Galena do you refer to? 

Q. The Ohio.—A. That is located at Franklin, I think the same men aro in that 
company that have always been in it. 


* Pago 220, vol. 9, H. R., ftrnt Hussioii Piftiotli CuiigroaH, 18tt7-W. 
pp. 292, 292; Mr. Philliiw, p. Mr. Archbold, p. 530. 
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PRESENT CONDITION OP REFINERIES THAT WERE REPORTED AS INDEPENDENT IN 1888. 

Q. (By Mr. A. L. Harris. ) Please turn to page 138 of that report,' How many 
of those companies in that list are in existence at the present time'—A. I can not 
sjieak of Cleveland. Of New York, Borne, Scrymaer &Co. have been ab.sorbo<i 
by the Standard, and I think Lombard, Ayres & Co. They are marked there, 
though, asaffiliated with the Standard then. Pittsburg: Bear Creek Refining Com¬ 
pany is a Standard works now, I understand; lolaOil Works is a very small works: 
find the Globe Refining Company, I think, is Standard. Oil City: Th(‘ Keystone 
Refining Company was wrecked and torn down; Standard became the purchaser 
of it at sheriil’a sale, I think. The ground is bare now with the e.xcoptiou of a few 
tanks. 

Q. (By Mr, Phielips.) By whom was it torn down?—A. By the Standard. 

(J. (By Mr. A. L. Harris ) As you go on please state what has become of the 
different companies that have gone out of e.xistence and how they went out of 
existence, whether acquired by the Standard Oil Conqiany. etc.—A. Reno: The 
Mutual Oil Company was purchased by the .Standard in May, 181)."), wrecked and 
torn down; nothing left standing but a chimney as a monument of disaster; I am 
not sure but the chimney is down now. Franklin: Those are small refineries; 
they are not running, I think; I think the most of them .are shut down. I do not 
know anything about those at Buffalo, Toledo, Findhiy. Lima, Bradner, Smith’s 
Ferry, Boston, or Baltimore. Bradford: Those are not in existence now; I do not 
know what became of them. Parkersburg: One of the refineries that w.as in 
e.xistenceat that time has been absorbed by the Standard. Marietta: lam not 
informed as to those refineries. Titusville; Rice, Robinson & Withorop are run¬ 
ning now as an independent company. .Tohn Schwartz’s refinery was practically 
destroyed by the flood. He then united with the National Refining Company in 
the Union Refining Company. That was bought by the Standard in I .S!l.5 and torn 
down. The International Works (J. P. Thomas) was absorbed and purchased by 
the Stondard in 18!l.'). It was practically a new works and in fine condition, but 
it was tom down. The National Oil Company was united with the Union, and 
the U nion was purchased .and torn down by the Standard. The same is true of 
the Western Refining Company; they went into the Union; they united those 
refineries, leaving but two practically of that number now in exi.stenco at Titu.s- 
ville, and one that has been erected since by the Manhatt.an Oil ('ompany, known 
as the Oil Creek Oil Works. Clarendon; lam not familiar with those: they are 
small works; 1 think one of them i.s .atill operated by the independents: I think 
the other is not in operation now. San Francisco; 1 am not informed as to th.at. 
Philadelphia: Bosshart & Wilson are not in business. As to the others I am not 
informed. Florence, Colo.: I am not familiar with them. This list was made, I 
see, in 1888. 


bonuses for idi.enkss. 

Q. (By Mr. Phillips.) Have you any information in regard to the paying of a 
large bonus or premium for refining works to renyain in idleness, or have you any 
information in regard to their paying sums of money to persons to stay out of the 
business?—A. I know that within the hist five years, and prior to that, they 
leased a number of refineries, and simply shut them down and allowed them to 
remain idle. As to persons receiving money to remain out of business, I have no 
personal, absolute knowledge of that subject; only common rumor. 

Q. Do you know as a fact that they have leased works that have been shut down 
for a period of years ?—.A. Yes, I know they have. 

Q. And paid large sums of money ?—A. Yes, I know that has been done. 

CONSUIMERS W’OULD BAY LESS IF THE STANDARD OIL COMPANY DID NOT EXIST. 

Q. (By Representative Livingston.) What, in your opinion, would be the price 
of oil to the consumers if the Standard Oil Company should be abandoned ?—A. I 
believe that the average price to the consumer, all over the United States—all 
over the world—would be very much less than it is to-day, at the same price for 
crude oil.* 

Q. Why?—A. The reasons are that anyone who is permitted to take whatever 
he chooses is never moderate In his taking. They have the ability and iiower to 
take from the consumer just what they please, whore there is no competition; and 


• House Reports, first session Fiftieth Congress, 1887-88, vol. ft. 

’See pp. 27r)'ljh’; Mr. Monnett, p. 317; Mr. Westgate, pp. 371, 373, 306-370; Mr. Archbold, p. 631; 
Mr. Emery, 0,631,633; chart of prices In Introduction. 
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I do not think that anybody would he moderate under such circumstances. I do 
not believe that anybody should be trusted with unlimited power to fix prices. 

Q. You think, then, that competition would so rule and control the independent 
companies that they would be forced to sell oil for a lower price than the Standard 
now charges ?—Yes; I have not a bit of doubt about it. 

PllOFITS OF THE INDEPENDENTS AND OF THE STANDABD. 

CJ. That being true, what interest has the independent company in forcing the 
disintegration of this company?—A. Just this interest; they stand always in 
mortal dread of being entirely wiped out. They do not know whether they can 
live six months or a year; they always have to fight for their lives, and they do 
not m.akefair profits even now; they have not made what would be called fair man¬ 
ufacturing profits at any time in the last five years. 

Q. (By Mr. North.) What do you call fair manufacturing profits?—A. They 
would bo entirely satisfied to do this business at 10 cents a barrel on the oil th.at 
runs through their refineries. I think the Standard makes $1.50 to $2 on every 
barrel that goes through its refineries. 

Q. About what per cent?—A. That would bo about 10 cents a barrel on the 
amount the independents refined. 

Q. What per cent of profit on the investment?—A. With oil at $1 a barrel, that 
woulil he about 10 per cent. 

Q. Which you call a very good m.anufacturing profit?—A. Yes, I shoul<l s.ay so. 

I have heard independent refimTssay they would be entirely satisfied to enter into 
a contract lor any number of years, to make to cents a barrel on every barrel of 
crude oil they refined; and with oil at $1 a barrel, that would be about 10 per cent 
profit.' 

THF, FOEEIHN MARKET—THE PURE CUT, COMPANY. 

C^. Have you any knowledge of the price at which the Standard sells its product 
abroad?—A. The Pure Oil Company was organized in 180.5 for the purpose of 
aiding the independent refiners-organized in an o|ien meeting held at Butler, 
■bmuary 21,189.5. The purpose was stated to he to organize a company that would 
take the oil from the refineries at cost; they were willing to refine oil at cost if 
they could live that way. They were willing to say they would continue in the 
business and give it to the new company at cost, without making a cent. This 
company was organized for ihe purpose of taking that oil at cost and m.arketing 
it al)r()ad. 

Q. (By Mr. Phillips.) Please state what me,ana the Standard had taken to 
destroy the market abroad that these independents were working on?—A. They 
had made the market abroad so bad that oil was sold in New York for a number 
of months below the cost of tlie crude at the refinery, without anything for refin¬ 
ing it and witliout anything tor transporting it from the refineries to New York. 
The refiner.s had lost large sums of money. Then tliey said they could not con¬ 
tinue unless they were aided by the producers. We formed the Pure Oil Com¬ 
pany for the purpose of taking the oil at cost, in order to euable them to stay in 
the business and not be driven out by the Standard Oil trust. There was an oiien 
meeting, held in the opera house at Butler, and Ihe stock of that company was 
subscribed there to the amount of .$65,(X)0 in a few minutes. It went on until it 
now has a c.apital of $:n5,(K)(), with an authorized capital of $1,000,000, and that 
company has been buying oil from the independent refiners and marketing it 
abroad.' They have a station erected at Hamlnirg, Germany; their own tankage, 
their own tank cars. They have one at Rotterdam, Holland; their own tankage, 
barrel houses, pumping outfits. They are erecting one at Mannheim, on the Rhine 
in Germany, and they rent a plant at Amsterdam, Holland. Those plants were 
est;iblished. one of them two years age last October, the other a year ago the 1st 
of April, and the third is m process of erection. The oil is transferred to those 
plants by means of tank steamers, pumped out and distributed just as the Stand¬ 
ard distributes it throughout Germany. 

DISCRIMINATION PREVF.NTED IN ORRMANY. 

I want to say here, and I say it with a blush for this country, that everyone 
can do business in Germany on an equal footing, and nobody has any advantage 
ver another. It ought to be true in the United States. It is a sad thing. 

Q. (By Senator Daniel.) Please explain that a little.— A. They do not permit 
ny discrimination; they will not allow it. . , • 

Q. By whom?—A. The Government will close up an establishment .and keep it 
rom doing business if they enter into discrimination. 

'Soo Mr.Boylo.p.Pl. 

83a-18 
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Q. (By Represcntivtive Livin(iston.) i'on mean to say they prevent trnstsi and 
eombinationsy—A. I think they do-, at least they prevent trusts and combinations 
having any advantage over an individual. 

Q. (By Ml'. North.) Or fixing of prices?—A. They will not permit that; they 
will not permit anybody to do bu.sine.ss at a loss. 

y. For the sake of destroying a competitor'i—A. Yes. They will not allow tliat. 

OKKMAN nUSINESS OK THE INHHl'ENDENT REFINERS—COURSE OF THE STANll.VRII. 

Q. You have not (juito answered the nuestion I originally asked you.—A. What 
was that? 

t^. 1 wanted to know how the foreign jirices of the Standard Oil (?ompany com¬ 
pared with the domestic (irices. A. Prior to that tune the independent refineries 
sold m arly all the oil they marketed in Oermany to a man by the name of Poth. 
Ho frequently said ho could not do business in Oermany at a loss -which we have 
found to bo true—and of course that gave him a right to say what he couhl jiay 
for oil. He got rich out of the jmrebase of oil from the refiners in a period of 
a few years. 

y. (By Mr. Phim.ips.) Indi'pendent refiners?—A. Independent refiners; and 
finally he sold out to the Standard Oil Oompany. After he had done it he was 
overwhelmed with grief when he found the refiners had stood by him. He went 
home and ilied within three days. Ho is dead, and his business is lairried on by 
the Standard Oil Company.' 

y. Did they take any means to buy tankage?—A. They would oHen tie U)) all 
the tankage at a given point, and they sohl oil abroad at low jiriocs lor a iieriod. 

y. (By Mr. North.) At lower prices than they were selling for in tins country 
at the same time?—A. Yes. - 


OtlAl.ITY UK EXPORT OH.. 

y. (By Mr. .Jknks.) Wliat is the iprality of export oil compared with what is 
used hero?—A. The oil for export, while it is called a second-grade oil. is really 
about as good a burning oil as the very highest quality. The refiners tell me they 
would as soon burn what is called o.xi>ort oil as " water-white. " It does not burn 
ijuite as white, but it is a good (luality of oil. ' 

MARKET COXIUTION.S IN OERMANY ANU K.NOl.A.NI), 

Q. (By Mr. North.) Are yon able to carry on competition in foreign countries 
without those disadvantages wlilch yon encounter at home? -A. A great deal 
better in foreign countries than in America. Competition is preserved in Ger¬ 
many to a very much greater extent titan in tlie United States, it is in F.ngland, 
too. 

y. (By Mr. Phiu.ips.) Is the Pure Oil Company making a jirofit?-A. The 
Pure Oil Company is making a profit; doing a profitable business. 

y. (By Mr. North.) Selling at market rates abroad?—A. Selling at market 
rates and doing a good business. 

DIFFERENT RESULTS OP PURCHASES OF INDEPENDENT PLANTS HY THE STANDARD 
AND BY OTHERS. 

Q. (By Mr. Ratchford. ) You stated that 100 or more of these companies were 
absorlted by the Standard Oil Company. Has ttiere lieen any such thing as trans¬ 
fer of property or plant from one of these independent concerns to another at any 
time?—A. Very freiiuently; that is, interests will be sold. 

y. They have bought and sold to each other?—A. They change ownership to 
some extent. 

y. The reason that others have not sold to the Standard Oil Company is hi;canso 
they are unwilling to sell?—A. Yes. 

y. If these independent concenis have bought and sold and changed ownership, 
have they not Iteen absorbed by each other in the same sense in which the Stand¬ 
ard Oil Company has absorbed some of them?—A. No. A works is not atisorbed 
in changing ownership. The business is carried on just as it has lieen carried on 
before. 

y. When an independent company buys another company or plant or property 
it continues to operate it?—A. Yes. 


'Compare Mr. We.‘itgate,n..‘tHI; Mr. Emery, p.lilt. 

’ See Mr. Lockwood, pp. 391,398; Mr. Wostgiit -, p. 372; Mr Emory, p (116; chart of prices in 
Introduction. 

• See Mr. Emory,pp. 685,626. 
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Q. The only difference, then, between them and the Standiird is that in the 
one case the plant is bought for the jmriioBe of operation, ■•uul in the other for the 
purpose of destruction, laying it waste?—A. Very fretjuently it is bought for 
the purpose of destruction. 

Q. i should think the term “destroyed” or “laid waste” would be a better 
term than “absorbed.”—A. I would say absorbed—dismantled—which means 
destroyed. 


THE standard’s I'RODUOT HAS DETERIORATED. 

Q. Has the quality of the product of the Standard Oil Company imi>roved dur¬ 
ing the past twenty years?—A. 1 think it has deteriorated in quality. I would 
like to give a reason for that: Prior to twenty years ago they did not use any Lima 
oil, or oil that has sulphur in it; within the last twenty years they have used a 
very large proportion of Lima oil. Therefore, I think their manufacturi'd oil 
generally is not as good as it used to be. 

O. (By Mr. Pnil.l.H'S.) E'er what reason is the Lima oil mixed?—A. The Lima 
oil 18 said to contain arsenic and sulphur; one clouds the chimney and the other 
makes a bad odor.' 

O. (By Mr. Ratciiford.) How about the by-products?--A, No doubt they 
make their by-products very lucrative to themselves. 


THE ERICE OK REKINED OIL HAS I'AI.I.EN ONI.Y WITH THE PRICE OF ORtlDE. 

Q. Have their prices been materially reduced during the pa.st 30 or 2't years?— 
A. I read a statement made before this commission by a gentleiman who, I 
think, was not at all familiar with the oil business, Mr. Thurber, of New York. 
The prices have not been correspondingly reduced with the cost of the material 
employed. In other words, there has not been a relative reduction in the price of 
refined, as compared with the coat of the crude. I think they had nothing to do 
with the making of thecost of the production of the crude. All improvements in 
drilling the oil'wells and in producing the crude have been made by the peoiile 
who were actually engaged in that business; many of them workingmen. 

Are yon jirepared to say whether or not Iho cost of, say, half a dozen other 
articles of common use has or has not fallen proportionately with that of the 
products of the Standard Oil Comiiany?—A. Yea; I think nearly all .staple articles 
have been reduced within the last 30 years in larger degree than the price of 
refined oil. 

y. (By Senator Daniei.. ) Has not the price of the crude article fallen much 
more in proportion than the price id' the refined?—A. Undoubtedly. I am going 
to speak of that hereafter. 

THE standard’s profit I'ER oaleon mas incre.vsed. 

Q. (By Mr. .lENKS.) You suggested that Mr. Thurber had brought up some 
figures. I think this chart here' | iiointing tochart on the wall | shows the figures 
that have been quoted so lro:|ueutly by the Standard Oil Comiiany. and that were 
quoted by Mr. Thurber. This upper line |indicating| shows the price of refined, 
Ihe lower, the cost of the crude; the perpendicular distance between them shows 
the cost of refining plus the jirofit. The.se figures are often quoted by the Standard 
to show that they have very largely reduced the cost; these are the dates hero 
I indicating!—the Standard Oil .started about 1873—up to the time of the forma¬ 
tion of the trust in 1883. Can you tell us whether or not these average figures 
show definitely the way in which the Standard fixes its pricesf-^A. Your dots 
there between your lines indicate the cost of refining ]ilu8 the profit. 

Q. Dina the profit, because this, the lower line | indicating |, is the price of the 
crude, and this, the upper line | indicating], is the price of the refined. The third 
lino drawn with reference to the base line shows tho difference betwoeon the two, 

Mr. Fahquhar. Would not that diagram show that since tho Standard came 
into the trust they have run tho refined and the crude almo.st iiarallel? 

Professor Jenks. There has been a slight reduction all the time, and of course 
the Standard men will say, as anyone would, that when you_ get the jirico of 
crude down to less than a cent a gallon there is not any probability of getting it 
reduced much below that. I thought Senator Lee would e.xplain that, because 
those are the figures often quoted. 


1 Compare p. 37S; also Mr. Archboid, p. Saj; Mr. Emory, pp. (I’M, liZo; Mr. Hall, pp. li-S, asl. 
n See Introduction. 




27() HEARINGS BEFORE THE INDUSTRIAL CpMMISSION. 


A. I am toil! by the refinora that in 20 years the cost of refining has been re¬ 
duced from 2J cents a gallon to less than one-half cent.' Of course those lines, 
Iwing parallel, show a very mucdi larger margin of profit. 

THK STANIUKD'S I'RICES FDlt REPINED OIL HAVE NO RELATION TO COST. 

Q. (By Mr. Jenks. ) Also state further, with reference to the way they fix 
their prices, whether their price for refined oil is baaed definitely on the cost of 
refining, or whether it is merely arbitrary?—A. I do not think the Standard Oil 
Oompany fixes its prices on the basis of the cost of refining and cost of <Tude at 
all. They rather try to avoid doing that. They do not want the public to under¬ 
stand how they fix their prices. They are entirely arbitrary. They have had 
very low prices for refined oil when crude was very high, and very high prici's for 
refined oil when crude was very low. 

Q. (By Mr. Phillips.) Does not that come about through their selling and sup¬ 
plying the market for a number of months ahead?—A. I’robably through their 
selling ahead, and then putting up tho price of crude, so that their competitors 
may have to pay a high price for the crude, while they themselves are manufac¬ 
turing the crude they have already purchased, to make refined which they have 
sold at a high price. 

THE BETTER CONDITIONS IN OERMANY AND ENOLAND H.VVE ENABLED THE 
INDEPENDENT COMPANIES To LIVE. 

Q. (By Mr. Kennedy.) You stated that tho conditions of competition in Ger¬ 
many and Great Britain have been such that you could make a profit there, and 
the Standard Oil Company could not drive you out; and in Ihis country their 
methods have been ruinous to yon. so that you conld not make a profit, lias tlie 
lirofit you have been able to make in Germany and Great Britain in years past been 
tho means of enabling your companies to live, notwithstanding tho methods of 
the Standard in this country?- A. Yes. 

C^. How long have you been operating in these countries?—A. In Germany for 
three years next October. The priceof export oil. which is a second-grade oil, has 
been almost as high as •• water-white ” oil. The cost of drilling tho oil wells and 
obtaining oil is very much greater within the last three or four months than it 
was last year on account of the advance in our materials and the prosperous condi¬ 
tion of the country; but they have kept tho water-white oil, tho oil sold in this 
country, very low during this last year,- 

SELLINH BELOW COST TO CRUSH COMPETITORS NOT PERMITTEn IN OKRMANV OR 
CHEAT BRITAIN. 

Q. I understand that the Standard has in some instances almost given away oil 
to drive out competition. Is it true tliat they could not give away oil if they 
wanted to in Germany or Great Britain?—A. No; I do not think they would bo 
allowed to do that there. ' 

Q. The Government would come in and say, '■ You can not sell this oil a cent a 
gallon less than the other people? "—A. 1 do not think they would ho permitted to 
(ic) that. 

Q. (By Representative OT.IEN.) I presume that would lie with the understand¬ 
ing that they were doing it with the object of crushing somebody else out ?—A. 
Yes; that would lie tho object. 

Q. (By Mr. Kennedy.) The GovernmeDt would be tho judge of their motive?— 
A. I do not tliink they would be permitted to do it. 

Q. (By Mr. F.vrquhar.) Is there any act of Parliament that woulil prevent 
their giving away oil or selling it at half price?—A. The Government is simply 
mildly despotic. 

Q, How do you- reconcile that with the fact of American meats coming into 
competition with the German, and cutting the English price probably lifi per cent ?— 
A. I suppose those are sold at a profit. They do not prevent the selling of the 
goods, but they will not allow one company to have an advantage over another, 
and they will not permit business to be done at a loss. 

Q. {By Mr. Kennedy. ) I would like an explanation of how they would prevent 
a company from doing business at a loss?—A. They will close you up. 

Q. (By Mr. North.) You mean to say they guarantee that everyman who goes 
into business shall make a profit?—A. No. He can nnit when he pleases. 

Q. (By dilator Daniel. ) Are yon speaking from an examination of the German 
aws on the subject?—A. Speaking from a knowledge of business done there in 
Ihe last ten years. 

> Itee Mr. Westgate. p. iltl. ^ Si;o chart of prices in Introduction. 

" Comparo Mr. Archbold, p. .Yfd; Mr. Emery, pp. SKHIlS. 
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Q. Give US some item of your own knowledge.-A. In rpg.ird to business with 
Mr. Poth, he said to us that ho was not permitted to do business at a loss. Their 
books are open to inspection under some law. 

6. Where w.as that?—A. In Germany. 

Q. What place?—A. He wa.s doing business at Hamburg and Mannheim and a 
number of other places in Germany. He said ho could not do business at a loss; 
therefore he must do business at a profit. Since wo have gone in there, our agents 
say they are not permitted to do business at a loss. They will not allow us to sell 
goods at a loss and do a losing business. We (;an close up and (juit. 

IH)W THU STANIIARI) MAKKS I'ltICP.S IIIOII TO CONSUMERS AND YET RUINS 
coMRKTrroRs. 

Q. (By Mr. Jenks.) Yon said the prices were consideraWy higher in your 
judgment than they would be if there had been anything like free competition, 
and yet that it was very difficult for these independent refiners to get along and 
make a living. Please tell us a little more accurately what the metiiods of the 
Standard are that make those two thing.s consistent.—A. In any market reached 
by indeiiondout oil tb(;y will put the price down so low that there is no profit in 
marketing oil; and at iioints not reached by the independent refiners they will 
put the price up so as to recoup their loss at tlie comiietitive point. They have 
accurate inConnation as to every shipment. For instance, a shipment will be 
made by an independent refiner, and betore that oil reaches its destination they 
wili land a cargo of oil in the same place, to lie sold at a very much reduced iirlce. 
They will reduce their prioe.s two or three days before tliat oil arrives, so as to 
prevent tho man who bought it from selling it again. If be buys it once he is to 
lose on it, because be has paid a biglier price than he is able to sell it for. Then 
they send some one to him to te.l him. “ You can not buy independent oil. You 
must buy from us. ’ That is the method of every trust. 

Q. (By Senator Daniki..) Have they done that in Germany?—A. No; they are 
not allowed to <lo that in Germany. 

THU STANDAIil) HAS THE IIUSINKSS IN FUANCF.. 

Q. (By Mr. .Iknks. ) Now. you will perhaps add a word with reference to the 
way they get along in France.—A. 1 do not know much about the French, 
except that the Standard Oil Company does most of tho business in France. 

export oh,—tests RI'XiUlUEl) BY STATE I.AWS. 

tj. (By Representative Livinoston.) Can that oil be sold in the States?—A. In 
some of the States. It can b(^ sold in Pennsylvania. Generally it is not u]) to tho 
standard required in the States hero, or not considered so. It is probably as good 
oil in fact as is burned in tho United States, but it is c.xcluded by reason of stat¬ 
utes that have been passed.' 

Q. What IS tho gravity of the oil you send over there?—A. It is called Til Abel 
test. I am not familiar practically with the specific gravity. 

O. Wliat does the State law of New York require, or of any other State—llOV— 
A. Yes; 110, or about lio to l.oO, Cue hundred and fifty is the highest grade of 
water white, and about 4.s gravity. I have heard them use that expression in con¬ 
nection with water white. One hundred and fifty, 48 gravity, is considered tho 
best oil. 

AMOUNT OE on. exported. 

Q. (By Mr. Jenks.) What jiroportion of the refined product is exported and 
what proportion is consumed hero?—A. About -ID per cent of all the cruiie 
manufactured is exported in tho shape of refined—that is. besides lubricating oils. 

limitation of production in 1887. 

Q. Along a good many lines of industry it has been found necessary, where tho 
competition was sharp, to export largo quantities. Has this largo export business, 
perhaps, on tho-whole, enabled tho Standard to keep prices higher than they could 
otherwise? Ilasthere been any special attempt to limit production hero in order to 
keep prices up?—A. There was at one time a movement to limit the amount of 
crude produced; that was in 1.887. They reduced b about l i.-lOO babels a day m 
that year. That is fully entered into in this book (referring to “The Derricks 
Handbook of Petroleum”).'-' 


'So0p.374; Mr.Em«ry, 1 ) 1 ).. . u ** * 

2 See p. 384; Mr. Archbold, p.k); Mr. Roylo.pp. 43rt-4:«, 460-4(13,483-484; for oarlior attoinpts, 
jp.43(i..f>7. 




278 HEARINGS BEFORE THE INDUSTRIAL COMMISSION. 


AMOUNT OF OIL EXPORTED. 

Q. (By Representative Livingston.) I have been furnished with the statement 
of the statistic-.^ for last year, to the effect tliat about 53 per cent of all oils were 
exported.—A. I said 10 per cent of the amount manufactured from the crude is 
exported in the shape of refined. In addition to that 40 jier cent, if whatever 
lubricating oil was sent abroad were added, it would probably make it about 50. 

COMPETITION AND PRICES AHROAD. PENNSYLVANIA OIL. LIMA OIL, RUSSIAN OIL. 

Q. Abroad, where the oil of the independent refineries goes, which is not of sni h 
a grade as can be consumed in the States here, docs it come into comiietition with 
oil sent there and sold by the Standard?—A. Yes; the Standard is doing a very 
large business in Germany. Germany is the largest oil market in the world. 
Although the population is .about the same ns France, it uses probably twenty 
times as much oil as does France. 1 think I am not far wrong in that.' 

t^. Does the sale < if the oils troin the independent refineries bear down the prices 
of the Standard Oil (f unpany's product there?—A. No: they .sell at very fair jirices. 
Even for the last two years abroad the prices have not boon excessive, and they 
are reasonable all round. 

y. Von mean the Standard Oil Ooiupany'.s?- -A. The Standard prices and tho 
independent prices. 

Q. What if you should withdraw or be forced out of the market?—A. We think 
their prices would be very much increasoil. 

Q. (By Mr. Farvuiiau.) l.s there any difference between the grade of standard 
oils sold by the Standard Oil Company generally in Germany and that of the inile- 
pendent comp,anies?---A. We think we .sell a very much better oil than they do, for 
the reason that wo ilo not manufacture any but Pennsylvania oil, while they do 
manufacture and export some Lima oil that we believe is mixed with the other. 
I do not siieak positively about that, for 1 do not know.' 

t^. (By Mr. Kennedy.) Do you meet much competition in Germany from tho 
Russian oil fields?—A. Tho Russian oil has not been largely used in Germany 
because it does not climb the wick as well as Pennsylvania oil or American oil. 
and the Germans have their own lamps and they do not change them readily. It 
has not been largely used, although the Standard has lieeii pusliing the introduc¬ 
tion of Russian oil. It is said it has bought a large amount of Russian oil, and 
has been trying to push that in the Gorman markets as against American oil. 

THE STA.NDARD HAS NO APPREOIAIiLE ADV.'.NTAOES IN PROCESSES. 

U. (By Mr. .Tenks. ) The Standard Oil Company has often claimed that it has 
had a decided advantage by virtue of the patents it has succeeded in getting with 
a large number of establishments that have been purchased. In your judgment 
does it have much advantage along that line?—A. No; I think their process of 
manufacture is very similar to that employed by the independent refiners. 

y. (By Mr. Fahquhaii.) Suppose you add "formula” to patent in that ques¬ 
tion?—A. I do not believe they have much advantage in that regard, if any. 

UUT PRICES E’OR COAL—EFFECT UPON THE MINERS. 

Q. (By Mr. J enks. ) Do they have any advantage in the matter of getting fuel 
cheaper?—A. Yes; I think that all large consumers have an undue advantage in 
securing fuel. I think that has served to very much depress labor. In other 
words, when they want an amount of coal they practically fix their price. They 
say, “ We will take this coal if you will furnish it at a certain price; if you do not 
furnish it at that price we will not take it.” As they use a large amount, the coal 
comiianies must furnish it, and in order to get even they cut the men. Th.at is 
why the miners have been cut down from good prices to poor prices—by the 
demands of tliese large companies for coal and other raw material at too low a 
price. The operators must furnish it, and in order to furnish it they must cut 
their men.' 

The commission took a recess from I p. m. to 2 p. m. 

EFFECT OF TRUSTS ON PRODUCERS OF RAW MATERIAL. 

Q. (By Mr. Phillips.) The question i.s. How do trusts affect the producer?—A. 
The reason why 1 desired to state first why, in my opinion, the effect of trusts 
upon the consumer is to make him pay a higher price for the manufactured 


‘ See Mr. ArehboM. p.^'VK: Mr. Eiiiury, 

Soup.275; Mr.Arclibold.i).5:t2; Mr.Kmery,i»P-^i^fiKi5; Mr.Gan,pp.^2,tiHl. 
* Compare Mr. Archbold, p. SiJ. 
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article is because in doing so it is their aim and object to get a complete monopoly 
of the business. When they have once gotten a complete monopoly of marketing 
a certain manufactured article, they have the producer of the raw material as 
absolutely in their power as they have the consumer. They can fix for him what¬ 
ever price they jdease and compel him to take it, and the only thing they do con¬ 
sider is whether he will remain in the business and produce that raw mirtcrial for 
them at a given price. They simply allow the producer of the raw material to 
get about cost out of it, or a very little margin, if any, of profit. Now, speaking 
of the Standard Oil trust, prior to the time wlien they virtually obtained a inonoii- 
oly, the price of crude oil was very much higher th.au it has been at any time since. 

ritiCES Ol' CRUDE OIL, 180!) TO t8!)7.' 

In 186!) the price was as high as $7 a b.arrel; in 1870, $4.!)0; in 1871, $-1.75: in 1873. 
$-1.10—no, higher than that, $4..'>.'j; in 1818—now their power began to be felt, not as 
the Standard, but as the South Improvement Company’—in 1878 the price declined; 
the highest, price in 187i! was ,$3.7.1 and the lowest was $1.0."). In I8M the highest 
price was $3,071 and the lowest was $0,831. In 187.') the highest price was $1.83.1 
anil tile lowest price was $0.!)7.!. In 1876 the highest price was $4.38’| and the 
lowest was $l.!) 83 . In 1877 the liighest price was !ii:i.6t))j and the lowest $1.96]. In 
1818 the highest price was $1,685 and the lowest $(1.!).')]. In 1.871) the highest price 
was $1.38:] and tiio lowest $0.70]. in 1880 the highest price was $I.34J and the 
lowest $0.86,;, In 1881 the highest price was $1.01] and the lowest $0,805. In 188i 
the highest price was $1.87 and the lowest $0,615. In 188)1 the highest price was 
$1,345 and the lowest $0,075. In 1884 the highest price was $1,155 and the lowest 
$0.75. In 1885 the highest price was $1.13} and the lowest $0,755. In 1886 the 
highest price was $)).01:( and the lowest $0.66. In 1887 the highest price was $)).!10 
and the lowest ,$0.65!;. In 1888 the highest price was $1 and the lowest $0.83,]. In 
1880 the highest price was $1.13.1 and the lowest $0.86. In 1800 the liighest price 
was $1,075 and the lowest $0.73], In 1801 the highest price was .$0,81} and the 
lowest $0.6H. In 18!)3 the highest price was $0.68! and the lowest $0.58. In 1808 
the highest price was $0.80 and the lowest $0,515. lu 1891 the highest price was 
$0.!)55 and the lowest .$0,805. In 1895 the highest price was $3.60 and the lowest 
$1.00^. In IHOOthehighestprieew,83$!.50 and the lowest $1.05. In 1897 the highest 
lirice was $0.9(i and the lowest $0,65. 

RELATIONS OE THE STANDARD TO THE PRODUCERS OF CRUDE OIL. 

Those are the iiuotations for the open market. In January, 1895, the Standard 
Oil Company ijuit paying the market price for oil, as it was bid upon the oil 
exchange, and HiiU]ily hung out the price they would pay for what are known as 
credit halauccs, amounts standing to the credit of each individual producer upon 
their hooks. They would pay that iirico and no other. ' 

(By Mr. North.) What elTe,ct did that have on the market';— A. It enabled 
them to fix absolutely the price of oil. Speculation, the general tr.ade in oil, bad 
no effect upon the prices. They controlled the price absolutely hy delermining 
what they would pay. 

Q. (By Mr. Phillips.) Didthisshntnpbnyersandtheoile.vchanges'f—A. Well, 
it almost entirely killed speculation, and drove brokers in oil into doing business in 
other lines. You will observe, from the figures I iinote, that, prior to the time of the 
Htandiird (.)il Company combination, competition largely controlled the industry. 
The prices of crude were very ranch higher than they have been since. Beginning 
with 1895. they averaged about $1.(15 a barrel. During the ten years prior to that 
the average of crude oil was below 80 cents. That was generally an uniirofitable 
price. Men could not jiroducooil and get cost for it, and maintain theiirodnction. 

Q. (By Representative Ot.ien.I Still some men oimid?—A. Yet the general 
industry could not do it at the price that prevailed for ten years prior to 1S9.5, So 
I say the effect of the trust upon the iiroducer of the raw material has heen to 
compel him to take an unrouuinerative price for the oil product. You might ask 
why he did not sell his product elsewhere. The jiipc line runs to the well, the oil 
is taken into the pipe line, and as they had absolute control in the refining bn.si- 
uess. or almost so, they were able to fix the price at which they would tal;e that 
oil. There were no outside purchasers of that oil; if they produced it there was 
no other place to put it.^ , , , , 

y. The pipe led to the lines connected with the refineries of the Standard On 
Company?—A. Yes. 


‘ 8et‘ p. 547, and Introduction. 

^ (’omjMirt' Mr, Arohixild. p. 

“Seop.tlW. . 
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Q. (By Eepresentativfi Livingston.) You had no other connections?—A. There 
were no other connections. There were some few independent refineries; bnt they 
bought all their crude from the Standard Oil Company and paid them 30 cents, 
local pipeage rate. 

(rvEBi'BonucTioN Din not depbrss the price of crude oil. 

Q. Prior to 180.5, for 10 years, yon say the oil averaged about 80 cents.—A. Less 
than 80 cents. 

Q. Since that about SI.05.—A. Yes. 

tj. What had overproduction and underconsumption to do with those prices 
during that period?—A. I think, nothing. There was a time when there wa.s an 
overproduction. In 1881 the Bradford field was opened. The production in 
McKean county, known as the Bradford field, averaged very close to 81,000 barrels 
a day during 1881. That created a heavy stock of oil, until, in August, 1884, there 
were 89,000,000 barrels of oil in stock. 

Q. That must have depressed the price.-A. The price of oil was higher in 1884, 
as you will see by the tables, than it was subsequently, when the stock was reduceil 
one-half and the production was smaller.' Take the year 1884 and compare it with 
1897. 

Q. In 1880 it was $1.34 and 1884 it was $1.13 or $1.15; there was a decrease 
between 1880 and 1884 of 10 cents a barrel?—A. The average was higher in 1884 
than in 1880, as given by months in this table. Then take 1887; the production 
was not as great in 1887 as it was in 1884. 

Q. And yet the jirice was lower?—A. The average price in 1887 was about 06 
cents a barrel. The stock was then 81,000,000; it had been 119,000,000 in 1884. 
The production was, I think, aliont the same in 1887 as in 1884 ; I can tell in a 
moment by looking. 

RESTRICTION OF PRODUCTION IN 1887. 

Q. (By Mr. ,Trnks.) Was there not an effort made to restrict production at 
about that time?—A. There was an effort made, and it succeeded. By arrange¬ 
ment with the Standard Oil Comiiany, in 1887 the producers purchased from tlie 
Standard 6,000,000 barrels of oil at a fixed price of 63 cents, and shut in their pro¬ 
duction to the extent of 17,500 liarrels a day,'- 

Q, (By Mr, Phillips.) Reducing it that much?—A. Reducing it that much. 

THE CONDITIONS THAT MADE THE UIOII PRICKS OK 1870. 

Q. I would like to bring your attention to the price of 1870, $4.90 a barrel; in 
1890 you got $1-07 highest and 72 cents lowe-st. What was it that enabled the 
producers of that oil to.live at $1.07, ■when in 1870 they got $1.90?—A. In 1870 
the producers made a great deal of money. They had a good market. Buyers 
came into the field to seek the producer, and to buy the oil directly from him and 
pay him. Some days it would go up half a dollar a barrel when there was com¬ 
petition for it. Many people were getting it for independent refineries. They 
would go right to Oil Creek to meet the producers, and say; “ How much petro¬ 
leum have you—a thousand barrels? I will give you $4 for it;'' and make a con 
tract right on the spot. Oiien competition for the oil made that price. 

THE COST OF DRILLING WELLS HAS DIMINISHED, BUT NOT THE COST OF TRANS¬ 
PORTATION. 

Q. Has the cost of production been very greatly les.sened since that?—A. Yes; 
they are drilling wells at very much less cost than in 1870.. 

Q. The pipe system reduces the cost of transportation?—A. No; transportation 
has not lessened. 

Q. I mean from the line out?—A. The line runs to the well. The price of local 
transportation has never been changed since the Standard Oil Company intro¬ 
duced their lines. When they laid their first lines 3-inch pipe was worth about 
3.5 cents per foot; last year it was worth 6 cents per foot. They charged 30 cents 
then, and they charge 30 cents now; there has never been any decrease in the 
cost to the producer, or to any one who desires to have oil transported by local 
pipe lines.* 

Q. What is the surplus in barrels at present?—A. The surplus stock of oil is a 
little over 11,000,000 barrels in Pennsylvania oil and about 14,000,000 barrels in 
Lima oil, A year a^o Lima had more than 33,000,000 barrels surplus. Pennsyl¬ 
vania has increased its surplus about a million barrels the last year. 

Q. The market is not glutted with that oil?—A. No, the stock is not more than 
should be carried for safety. 


I See p. 547, for average prices ami stock at the on<I of each year. See p. 377. * See p. 2S4. 



STANDARD OIL COMBINATIONS:—LEE. 


281 


CRUDE on, HAS IIREN PRODUCED AT A LOSS, ON TUP. WHOLE, 

I want to say one thing in regard to the producers. I have been intimately 
acMuainted with them since I was a boy ; I have lived among them; they have 
been my clients; I have been familiar with their bnsiness. 1 have never known 
a more energetic, able, and determined lot of men than the producers of petroleum, 
and yet, as a body, they have not grown rich, but ratW poor. There were 
individual instances of producers becoming wealthy—many of them—but they 
were engaged in a siieculative business, in which there are .always chances of 
certain persons becoming rich. 1 believe the groat body of producers have put 
money in rather than taken it out.' 

THE TOTAL PRODUCT IN 1870, 1800, l.SOl. 

Q. What was the total product of the oil wells in 1870 and the total product in 
18110 ?—A. The production of Pennsylvania oil in 1800 was about 05,000,000 bar¬ 
rels : I think the production in 1870 was not over , 1 , 000,000 barrels,' That is from 
recollection. I am a little way from the exact fact, but not far. I think the 
production was about 110,000 barrels a day in 1810. In 1811 it ran upabove 100,000 
barrels a day by the discovery of the McDonald held, which was very prolihc. 

CAUSES OP CHANCES OF PRICE OF CRUDE OIL, 

Q. 1 want to get a basis tor an opinion as to what produced this rapid decline of 
prices from 1870 to 1800; that is the reason I asked this (inestion.—A. That was 
entirely arbitrary; there was nothing to reduce prices so destructively as that. 

tj. Did the consumption increase as fast as production?—A. 1 think consumption 
kept iiace witli production. 

Q. Is there any way of showing that?—A. The export tables will show that it 
is true as to export oil. and 1 think it is certainly true as to home consumption. 

y. (By Mr. Farduiiar.) How do yon account for Ihe abnormal prices of 187(1 
and 1817 ? -A. There was an open competitivo nmrkot, and the Standard Oil t'om- 
pany was not r-eally a factor in it yet. Those prices were the effect of speculation 
in tho open exchanges. 

Q. You mean to say those prices wore entirely spocniativo prices, and not product 
pi'ico,s? -A. Peoiile bought oil for iii.iiiufacture as well- 

Cj. (By Mr, PiiiLLi Fs. ) Had not the discovery of fourth-saud oil under third-sand 
de))Osit something to do with lowering the prices very materially about 18ot? 
Were tho very high pric^es ot 187(1 and 1877 the result ol a. reaction from the very 
low prices that preceded?—A. 1 think the discovery of the Butler field, which was 
a very prolific field of oil, had something to do with the lowering ot the prices in 
187:1, 1874, and 187.5. Then there was a reaction. Oil went as low as 46 cents in 
1873 or 1874. 

Q. I liave known it to he sold as low as 40 cents.—A. Yes: since. 

A MANUl'’A(,TUKlNf( COMBINATION CAN DEPRESS THE PRICK OF RAW MATERIAL. 

Q. Yoa said a moment ago in your opening remarks that tho refineries con¬ 
trolled the producisrs of the raw material; is that not true with all refining and 
manufacturing? Take flax, take cotton, take hemp, anything you please; does 
not tho mamifactnrer, in the last analysis, control tho jirice of the raw product 
just as these refineries control the price of crude oil?—A. But if there are a great 
many jiersous in tlie manufacture, there is eoiupetitioii between them, and that 
affects prices. 

Provided there is no comhination there?—A. Yes; Imt where there is a com- 
hination the price is ti.xed arliitrarily. The combination simply fixes tho price and 
the producers must take it. 

UBPININO DY PRODUCERS—OWNERSHIP OF OIL WELLS. 

tj. If these producers should refine their own oil, what would be the result?—A. 
Then they would have to meet the Standard Oil Company in the refining markets. 

tj. Would the Standard Oil Company have to go out of existence if the pro¬ 
ducers should refine their own oil?—A. If they refined it all, certainly, hut tho 
Standard people are producers. 

Q. (By Mr. North.) To a considerable extent?—A. About 23 to 25 per cent, I 
should say, of the entire production." 

Q. (By Representative Livinoston.) Will you please tell us how many inde¬ 
pendent wells there are?—A. I think there are from fifty to sixty thousand wells 


' Sue pp. 27(1, aeS.Kl; Mr. Hoyle, pp. 415-117, 41(1. 
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in existence. Over one-half the production is owned by men who own less than 
10 barrels a day apiece, so you can see the extent of the independent production. 

Q. There is no way for those independent producers to refine oil. is there^-A. 
They are attempting to do itin the companies that I represent. They are atlempt- 
ing to transport it. and their independent refineries are attemiiting to refine it. 
The stock of the Producers'OilOompany, Limited, and the Producers’and Refiners’ 
Oil (,'ompany, Limited, is owned chiefly by producers. 

tj. (By Mr. Kennf.dy.) It seems to me this independent (luestion is heceraing a 
little bit mixed. When you say “ independent producers of oil,” do yon include 
these individual compAnie8y---A. I include all companies that are not under the 
control of the Standard Oil ('ompany. 

t^. Then you say the Stiiudard Oil Company produces only about !3o per cent of 
the oil that is produced?- A. Twenty-three to 3.’) per cent. 

That is, these independent producers iiroduce .’iO per cent of the oil?—A. 
I’robably To. 

TIIK EXPORT TUADK—CONDITIONS ANU EFFECTS. 

Q. (By Mr. Farquiiau.) In what form were your first o.\-ports to Europe? 
Was it refined petroleum or crude?—.A. Both refined and crude were exjiortc'd. 

0- In what year was oil exported first?—A. 1 think oil was exported to Europe 
as early as 18T0; probably before that. 

t^. What effect does the export trade in oil have on the market;—A. It gives a 
market for ,iust the kind of oil they use. and to that extent widens the market. 

(By Mr. North.) You get a drawback on tin iilate?—A. We have never 
transported any oil in cases. 

y. Does the Standard Oil tlompany transport any oil in cases?—A. To some 
extent, but I think largely supplying their Eastern market from Russia and mak¬ 
ing tin cans'- 

Q. Drawback has at one time been a large source of revenue to them?—A. It 
has enabled them to manufacture their cans here, getting a drawback on the tin 
they use in the manuractnre. 

Q. (By Mr. F.i RptH-rk.) Has not this e.xport trade eijualized the profits between 
the producers in this country and the sales in their home market anil Europe more 
than ever in the prices there? -A. It has helped to do it. 

y. Suppose you were in a measure restricted to prices that yon would call not 
living prices, would you not have the export market in Enropo with eiiual prices 
there, as you say? You could not live if you had to sell (ill per cent of your 
product at a loss and made a small profit on the other 40 per cent ?—A. It would 
not take long to waste our capital at that. 

Q. So yon say you must hold a place in the home market as well as the Enro- 
]iean?—A. I think that the foreign markets do help the independent interests to 
maintain their foothold, and the Standard seems to have a greater facility in 
crowding out indejiendents in America than there. 

Q. Does this foreign market tend to maintain the domestic price?—A. 1 think 
it does. 

Q. This foreign consumption seems to be enlarging all the time; does that not 
go against the idea of a monopoly on the part of the company which produces only 
'3.') per cent of the whole crude product of America?—A. They produce only 35 
per cent, but they virtually control 50 per cent more, because they fix the jirice 
on that additional 50 per cent. Therefore I do not think the foreign imirket does 
minimize the effect of the Standard Oil Company monopoly. 

WHY THE PRODUCTION IK KEPT UP, THOUGH MOST PRODUCERS I.IWE. 

Q. You wish to say that the producers of this country do not receive a fairjirico 
for their product?—A. They certainly have not. I do not think that the counties 
which have ]iroduced oil are as well off as they would have been if they had never 
produced a barrel of oil; yet about 800,000,000 barrels of oil have been taken out of 
those counties.’' 

y. (By Mr. Kennedy.) At an average cost of what?—A. I think the average 
cost of taking it out has been about .$1 : and for ten years, when production was 
great, they got very much less than that. 

y. (By Mr. Piiii.i.ips.) Perhaps yon might explain to the commission why the 
production could keep up under these circumstances.—A. It is a speculative business. 
1 liie man would come in and drill a well, get a thousand-barrel well and grow 
rich. The hope of that sort of thing led men to put a great deal of money into drill¬ 
ing these wells. They all hojied to get large wells; they did not find them. More 
money has been pnt into the business in ten years than has been taken out of it. 


‘ 8eo Mr. ArchlK>ld,p.533. '■'See i>p.2Hl,Ji83; also Mr. Archbold, jip.KW.SIW. 
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Still l eojile iiiako money often, though prices are low. There are wells that run 
as high as 1.5,000 barrels a (lay. Of course a man who has a well of that kind will 
make a large amount of money. 

CAUSES OP CERTAIN PLDCTUATIONS OP PRICE. 

Mr. .Tenks. I want to see if you have made clear the causes for three or four of 
the most important fluctuations. I understood yon to say that the South Improve¬ 
ment Company was formed in 1873, and that within the next two years there was 
a great fall in jiriia). What inlluence did the South Improvement Company have 
in tho way of forcing those prices down, if any?—A. I think it had the effect of 
forcing pi'ice.s down, because they had combined with the railroads and controlled 
transportation to a very great e.xtent, and the producers became frightened.' 
Eighteen hundred and seventy-three was the panic year. You will remember the 
panic had some effect on prices. At that time, also, there was a new discovery, in 
Butler county. That promised to bo a very prolific field : and it proved to be. 

y. Those two factors worked together?—A. Yes. 

C^. Then in IsTli and 1877 there was a decided increase in price. You state that 
was partly dui* to specmlation?-A. Principally to speculation, and partly to the 
fact that the Butler oil field had been largely worked out and the Bradford field 
had not yet laien opened. 

y. There was in the year 18811 (luite a decided rise. Do you remember about 
that?—A. While that was ((uito a decided rise, yet it was limited. I think the 
high(!st price was- 

It was not so high as it had been before?—A. $1.24J per barrel. 

What time was that in the year?—A. 1 don’t recollect .fust now. It was tho 
averages for the year. That was largely due to the giving out of the field known 
as the < 'herry drove field, which was ojiened in July, 1883. The wells were very 
large, but they did not last a great while. In the fall of 1883 they commenced to 
decline, and because of that decline the prices went up. 

(By Mr. Phh.i.ips.) Did not the Bradford field decline at that time very 
m iterially?—A. A groat many people thought the Bradford field was giving out. 
1 think that was owing to the decline of the Cherry Grove field and also the 
decline of tlie Bradford field. 

y. In the years 1888, 1881) and 1890, did that increase come largely from the 
limitation of the production by the Standard Oil Company?—A. My recollection 
is that tho stock of oil was reduced from ill,000,000 barrels in August, 1887, to 
about nine or ten million in 1889. That, of course, would account for that rise, 
although it ought to have been much greater. 

y. Tliere is .another decided increase in 189.5.—A. In 189‘i the price was decid¬ 
edly low. The McDonald field ran as high in 1891 as 81,000 barrels a day, and at 
onetime 91,000. That caused (juite a reduction in i)rice; that was a natural 
reduction. 

Q. In 1891 the jirices were S0.95f highest, and 80.80; lowest; in 1895 it went up 
to 83.(10, That was a tremendous rise.—A. That was entirtdy arbitrary. The 
Standard advanced thii price 35 cents per day fur a period of about seven days, 
running the market from $1.13 to $3.00 per barrel. 

tj. (By Mr. ICARyt'HAR.) Was that helpful to producers?—A. It helped the |iro- 
ducers that had oil on hand to sell. 

Cj. Still, in the succeeding year, it only went down to $1..50, so that was but 
a year's holdings of oil.—A. It went lower than that, I think—to $1.05 at the 
lowest. 

THE COST OF PRODUCTION OF CRUDE Oil.. 

(J. (By Mr. North.) Are we to infer from your testimony that the Standard 
Oil Company arbitrarily fixed the price of crude oil at a figure which it knew to 
be below cost of production?—A. Yes; that is undoubtedly true, for in 1887 tho 
price was maintained at (15 cents for months. Everybody knows it can not he 
produced for that. That is away below coSt of production. 

(J. (By Mr, Phillii*s. ) As a whole'?—A. As a whole, I mean, it can not be pro¬ 
duced for that. 

tj. (By Mr. North.) Will you state your judgment as to the cost of production 
at the present time?—A. It would.of course, be only an opinion. I think it can 
be produced now, and the amount of production maintained, at from $1 to $1.30 
per barrel; but without much profit. 

tj. The cost would vary according to local conditions?—A. Yes. 

tj. (By Representative Gtjen.) And the flow of the well?-yA. Yes. Overonr- 
half of the wells now being operated produce less than half a barrel of oil i>cr 
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day; over 25,00i) wells produce less than half a barrel a day, wells actually work¬ 
ing every day. 

y. (By Mr, North.) Are not all those wells producing at a loss?— A. In some 
pla(;es, where they couple them up, one man will operate probably thirty or forty 
wells; then there is some little protit at the present price of oil, but very little. 
In some cases they operate them at a loss. 1 have asked some of them why they 
continue to do that, and they said, with the hope that prices win advance so that 
these wells will become profitable. 

(J, (By Mr. Jenks.) These prices that you give .are prices at the wells?—A. At 
the wells. 

THE COST or nPINO. 

Q. Piping is still 20 cents?—A. Yes, loc.'il piping. 

Could you give any estimate a.s to what the cost of piping is now?—A. I 
think the cost of pipage would be between 7 and 8 cents a barrel.* 

TJIE SIIUT-IN MOVEMENT OF 1887.'' 

Q. (By Mr. Pmi.LU’S.) Senator Lee has referred several times to what was 
called the “shut-in” movement in oil, or limiting the production. It might he 
interesting and profitable if ho would state what led up to that “ shut-in ” move¬ 
ment, and what action, if any, was taken in regard to the labor employed through¬ 
out the oil fields?—A, The price of oil was below the cost of production during 
the year 1887. The average price that year was about Wi cents a barrel. The 
Standard Oil Company said that they wanted to treat the producers fairly, but 
that they had an excessive stock of oil on hand—111.000,000 barrels—deteriorating 
in value, and that if we wanted to have a better price production must be de¬ 
creased, so that tlii'y could use up that stock of oil, and take it off the market, and 
save loss by wastage. A number of the leading producers met a number of the 
Standard people at Niagara Falls and, after discussing the subject, the producers 
agreed to limit their production, in order that the Standard might dispose of that 
exceasivo stock of oil. I met with them, and I remember the contract by which 
the producers purcha.sed from the Standard Oil Company (1,000,001) barrels of oil, 
to compensate them for limiting the production, and also to conijiensate the labor 
they employed ; because it would cut off the revenue of the men who were en- 
g,aged in that industry. Mr. Phillips, who was in that movement, insisted that we 
.should set aside 2,000,000 barrels of oil to compensate the laboring men who were 
in the industry, and who would be thrown out of employment by cutting off the 
drilling of wells. 

Q. The executive board of the Producers' Protective .Association?—A. Yes; it 
was the executive board <jf the Producer.s' Protective A.s.sociation that took that 
action, and the reason for doing so is well expre8.sed in the preamble of this con¬ 
tract, I will read that. It is on p;igo (ii) of that same book— Committee on Manu¬ 
facturers, 1888; 

“Whereas there has accumulated, in past years, an excessive stock of crude 
petroleum, which is deteriorating in (luality, and a portion of which each year 
becomes sediment, valueless for any purpose, and the carrying of which excessive 
stock reciuires the e.xpenditure of vast sums annually; and whereas in conseiiuence 
of the existence of said stock the pri(;e of crude petroleum has for the past year 
la en largely below the cost at which the same was produced; now. in order, as 
far as possible, to preserve the said stot;k from further waste and to conserve the 
public interest and our own, this agreement witne8,seth; * * ♦ ’’ 

Then the producers agreed to reduce their production ^..^OO barrels per day, 
and purchase (),OU0,Oi)O barrels of oil from the Standard Oil Company at (12 cents. 
They were to give the profit of 2,000,0(10 barrels of it to the well drillers and 
pumpers who would Ix) thrown out of employment, and to keep the profit on 
4,000,000 barrels. That oil wan sold separately; and the laboring men actually 
realized about 8.10,000 more profit tor their share than the producers did out of the 
4,000,000 barrels. 

Q, How was the money distributed?—A. That was distributed through their 
organization, the Well Drillers Union. They were allowed 81 a day for the time 
they were unemployed by reason of this moyement. 

Q. (By Mr. Jenks.) The Standard Oil Company was itself in this moyement?— 
A. The Standard Oil Oompany put up a million barrels and the independent pro¬ 
ducers put up a million barrels for the laborers. 

Q. (By Mr. Piiibbii>s.) Hayt yon anything else to say in regard to produc¬ 
tion?—A. No; I have not. Ibelieve that if there had-ljeen fifty concerns engaged 
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in themannfacturoof petroleum, .inst as wide markets would have been ohfcained, 
and that while the consumer would not have paid any more tor his oil. tho pro¬ 
ducers would have realized a much better price and would have had a handsome 
profit. As it is, I think they have not made any profit.' 

Q. (By Representative Livinoston.) Whore is the balance of that money 
now?—A. I think the Standard Oil Company could e.xplain that. 1 think they 
have realized in the neighborhood of live hundred millions in profits or more. 

THE PIPE I.tNE COMPANIES—CUSTOMS OF THE BUSINESS. 

Q. (By Mr. .Ienkr.) Will yon explain to us briefly the syatein of the pipe-line 
serviceand the use that the producers can make of the pipe lines? Tell bow they 
give a ready market.—A. The oil is gauged by gaugers, who run it into the line 
for the oil company and give the producer a ticket showing the amount of oil 
that is run in that day. That is telegrajihed to the pipe-line oflice, and they keep 
books showing the amount of oil due each producer. Any day a man can call at 
the pipe-line oflice and sell whatever amount of oil stands on the book's to his 
credit at tho price that the iiipe-line company fixes. If he desires, when ho 
gets a thousand barrels, be can take ont a certificate. That is, a certificate saying 
that he is entitled to 1,000 barrels of crude oil from such and such a line. 

Q. (By Mr. NottTll.) That certificate is negotiable?—A. Yes. It can lie sold on 
the open market. 

Q. (By Mr. Jknks.) Then it practically amounts to this, that any producer can 
every clay receive cash for what he has put in?—A. Yes, that is it: and it is true 
of ail pipe lines. They must buy whatever is offered to them; not by law. but as 
a custom of the business.' 

I.IMITEO ACTIVITY OF THF. INDEPENDENTS IN FOUEION MARKETS. 

Q. (By Mr. Kennedy.) Have the independent comp,anieg followed tho Standard 
into the Eastern markets?—A. Only in a very limited way. The independemts 
have not sold oil to any extent in India or (China or South America or Africa. 

The Standard Oil Company has worked np the markets in all those conntries, 
has it not?— A. They do sell oil in all those conntries, yes. That is so far away 
from home that with our limited amount of oil it would be unsafe to enter into 
competition with them there. 

OIL KXCIIANOF.S—NEW YORK AND OIL CITY. 

Q. (By Mr. Farquhar.) Do you care to say anything about the New York Oil 
Exchange? A. No; I think not. When the exchanges were in existence and 
doing business, the Oil City Exchange always fl.xed the prices, 

EFFECT OF THE STANDARD’S ENTERING THE. PRODUCING FIELD. 

(J. (By Mr. PillLLii's. ) What effect, if any upon tho production of oil, has 
been jiroducod by tho Standard's having entered, the producing field in recent 
years? -A. On (iroduction? 

Q. On producers or production.—A. I think it has tended to reduce the price 
of crude. They were very able competitors, and they could go into very deep 
fields to drill by means of their money, and could drill very deeii wells and belli 
keep tho production high. 

y. Have they or have they not monopolized a large amount of the prospective 
oil territory under lease?—A. They have leased it in very large blocks in West 
Virginia, paying an annual rental and holding it for future development. 

Q. Has that in any material way prevented producers from obtaining lease.s?— 
A. Undoubtedly, to whatever e.xtent they secured the territory and kept otliers 
from coming into it; and with their large means they have been able to secure 
and hold very extensive blocks of territory. 

THE STANDARD PAYS GOOD WAGES, BUT NO BETTER THAN THE INDEPENDENTS PAY. 

(j. (By Mr. North.) Are yon familiar with the conrae of wages among the 
workingmen in the main?—A. Yes. 

Q. Will yon toll the commission how their wages compare to-day vnth those 
prior to the organization of tho Standard Oil (Company?—A. I do not think wages 
are as high as they were before the Standard Oil Company began business, but I 
do not think it is owing to that fact. It was a now industry, and in a new indns 
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try of that hind wages are always liigh. They have paid, and do pay, very good 
wages. 

y. The Standard Oil Company?—A. Yes; but not any better than the independ¬ 
ent producers pay; in some cases not so good. But they—I want to do justice to 
them in tli.at regard—I think do pay good wages. 

tj. (By Mr. Batchkobd.) The claim has been made by the Standard Oil Com¬ 
pany that they pay the highest rate of wages to all branches of labor employed, 
including pipe-line men. traveling salesmen, etc. Is this claim, in your .ludgment, 
luirrect. or otherwise?—A. I think they pay a certain class of men in tludr employ 
very high wages. To men that are looking after departments of their bnsinoss 1 
believe they pay very high salaries. To ordinary labor I think they pay just what 
the independent producers pay. and others engaged in the same industry. 

Q. Traveling salesmen?—A. I have no knowledge on that subject. 

TIM', STANt).A.RD OIL COMPANY 51 ANUI-’ACTt'RES '.Kl PER tT.NT OP THE OIL. 

Q. (By Air. A. L. Harris.) Can you furnish this commission with a list of the 
independent refineries now doing business?—A. Y'es. 

Q. With the amount of output, substantially?—A. Substantially. 

Q. You have not that amount?—A. No. 

Q. Can you furnish the commission with the list of refineries now operating 
either by or with the Standard Oil Company?—A. No: I could not do that. 

y. What ctiauges have been made since April, 1888, as defined on jiagedaOof the 
book from which you have quoted?—A. You mean what refineries have gone over 
fo the Standard? 

(j. Yes.—A, I think that they control 90 per cent. They manufacture 90 ]ier 
centof all theerndeoil manufactured in the United States.' It they do that, there 
is only 10 per cent loft for others; and controlling 90 jier cent, they can absolutely 
control the price. They are able to sell at a loss until they have driven theircom- 
l«ititors out of the business: they have done that repeatedly. 

A OOSIlllNK IS HAROKR TO ORAL WITH THAN AN INDIVIDUAL. 

Q. (By.Mr. Livinoston.) Suppose there was no .Standard Oil Company. Suppose 
that I, as an individual, manufactured 90 per cent of all the crude oil produceil in 
the United States. Would not I, as an individual, just as emiihatically control 
the price as the Standard Oil Company now does?—A. A'es; undoubtedly. 

Q. The tionble is not so much that the Standard Oil Company are a combine, 
but rather that they manufacture the crude oil. Does not the simple fact that 
they manufacture 90 per cent, whether they are in a combine or out of acombine, 
give them the absolute power to ti.v the price?—A. Y'es ; but I think that I would 
rather compete against an individual owning 90 per cent than against a trust 
owning 90 per cent, tor the reason that when the trust does anything wrong there 
is alway.s some other wicked person that does it, and not the person who is caught. 
It you were doing it you would have to be responsible individually for whatever 
was done. But in a large combination of that kind you never can reach the per¬ 
son that does the wicked thing—it is always somebody else. 

THE STANDARD OIL COMfANY A MONOPOLY IN RESTRAINT DE TRADE. 

Q. (By Mr. North.) Do you regard the production of 9(1 per cent of refined oil 
as constituting a practical monopoly of that industry?—-A. Certainly. 

Q. Then you think the Standard Oil Company is a monopoly in restraint of 
trade?—A. 1 do, undoubtedly. 

t^. And that it exists in defiance of the laws of the United States?—A. Yes. 
PRICES PAID BY THE STANDARD OIL COMPANY AND BY THE INDEPENDENTS. 

Q. (By Mr. A. L. Harris.) Yon stated that after 189.5 the Standard Oil Com¬ 
pany ran down their price. I desire now to know whether the independent com¬ 
panies made any effort to increase tlie price fixed by the Standard Oil Company?- ■ 
A. The companies with which I am connected have at times paid from I cent to 
9 cents a barrel more than the Standard Oil Company was paying; at times they 
have paid the same price. They never paid less, except that once by accident, for 
half a day, we paid half a cent less, I think.' 

0. Did that have any effect on .the price offered by the Standard Oil Company?— 
A. I question it. We Wi a better price; I do not know what brought it about. 

0. If it made no impression on the price they offered, it is very good evidence 
that they control the price of crude oil?- A. They would hold their price at a fixed 
point, no matter what wo paid. 
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RAIIJtOAI) DISCRIMINATK)NS. 

Q. (By Mr, Pauqiihar.) You said that tho Standard ()il Company had lioon 
alilo to sccuri) discriminating rates from railroads for the transportation of their 
products. Can you state to the commission any cases in which it has bi'Cii proved 
in open court, or before tho Interstate Commerce Commission, that they did receive 
discriminating rates from railroads?—A. Yea; in tho case of a liill in eipiity tiled 
in the supreme <!Ourt of Pennsylvania, on page l!)l of the report of the Comniit- 
tt e on Manufactures, 1888,' you will find the testimony of Mr. Cassatt, that they 
had received 80 cents a barrel from tho Pennsylvania Railroad. 

y. Was this a sporadic case, or was it general'.'—A. It continued until the 
Standard wiped out all the refiners between Titusville and Pittsburg at that time. 

Q. Atthattimo't—A. Yea. 

Q. How long did that last'?—A. It lasted prolmbly iibeut a year. 

y. Would yon say now that they still receive a discriminating rate from the 
roads'?—A. That I have no proof of; but 1 was attorney in a case brought against 
the Pennsylvania Railroad by Logan, Emery and Weaver, when the general freight 
agent of the road said there had been no discrimination: the president of the road 
said the same, and a number of their chief officers; hut when wo subpienaod their 
auditors, they came and testified that there had been discriminations. Those dis¬ 
criminations ran from .'i cents a barrel up to t!8 cents a barrel. The amount of 
them in one year, as against Logan, Emery and Wearer, was something over 
§)J4,h0(). They wore testified toby both auditors, and tho auditors’ statements were 
brought in showing the exact amount.-’ 

Q. (By Mr. Jknks.) When was this'?—A. My recollection is that the suit was 
tried in 188!) or 18!)0. They compromised the suit and paid 8'li),•)'•)• for these 
di.scriminations. 

Q. (By Mr. FARtjunAlt.) Do your indeiKnident companies own tank cars'?—A. 
Yes; the independent refiners'own tank cai's. Tho PrcKlucers' Oil Company, 
Limited, own 18. 

Q. lias there been any discrimination on the i)art of railroads in hauling the.se 
cars?—A. Yes. 

Q. As between tbe independents iind tho Standard'?—A. Yes. 

y. State as explicitly as you can where it has occurred and when—A. It has 
occurred on nearly all the roads, and those ([uestions are in litigation. The Inter¬ 
state Commerce Comnnssion assessed against the Pennsylvania and other roads 
a sum equal to $86,001). Suits brought by tho indepemlent refiners iigainst the 
railroads, for the recovery of that money, are now fiending in the circuit court 
at Pittsburg.'-' 

Q. Yon spoke some time ago about tho rebate. Will you state the average price 
of the oil when tho 80-cent rebate was given'?—A. It flnetuated. of course; but it 
it was from $l.r)0 to .$‘3..'i0 a barrel. 

(J. (By Mr. A. L. Harris.) What was the character of the rebates at the time 
you .speak of in tho Pennsylvania oil district'? What 1 mean is this: What was 
the amount of the rebate, and whom did that rebate go to in that district ?—.A. 
That rebate was in tbe shape of checks, 1 suppose, or cash, and it has been esti¬ 
mated to have amounted to ten millions of dollars. It went to tho Standard Oil 
Comiiany chiefly, I suppose. 1 do not know how it was divided. 

Q. (By Mr. PHii.t.ins.) Is it or is it not in tho testimony of Mr. Cassatt—was it 
not given, and the length of time, with the receipts of amounts?—A. It is in tes¬ 
timony on pages 34^ and 344 of tho work on trusts.- 

Q. Canyon give the commission tho exact amount in dollars?—A. It is esti¬ 
mated to bo. from October 1', 1877, to March 41, 1871), $I0.1 .m,318.“ 

Q. For how many months?—A. From October 17, 1877, to March 41,1871); a 
year and five months. 

Q. (By Mr. A. L. Harms.) Was it paid to the railroad and then paid back to 
the Standard Oil Company?—A. Tho independent shipper would ship his oil ami 
1 lay tho open rate—we will say, $1.80-, and 80 cents of this freight that he paid 
was handed over to the Standard Oil Company. They got the rebate not only on 
the oil they shipped, but on the oil he shipped. No one could stand that, I do 
not say that 80 cents is the amount, but they did that in some instances. 

y. (By Mr. Jenks. ) G-ovornor Harris has .asked you if you could furnish a list 
of the refineries that are in your companv. Would yon be willing to add to tho 
list of those establishments also the capital stock of each one and the market 
value of it before it came in? Do you think you could get it?—A. Yes. 

Q. I presume it may be a matter of record—and the capital incase any firms 
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carao in that were not corporations. Were any of them bonded ?—A. I think they 
were priniapally out of debt. 

tj. So that there would be no bonds to put into a list of that kind. Did any of 
them have preferred .stock as well its common stock ?—A. I think not; not any of 
the retliiiiif; companies. 

Q. Would you be willing to give tho details in reference to their stock?—A. I 
think they would he entirely willing to submit them to the commission. 

Q. You will be kind enough to add that to the list?—A. Yes. 

C^. You said this morning that you knew of a number of refineries that had 
been purcha.sed by the Standard and dismantled ?-»A. Yes. 

Q. Can you give us a list of those ? 

RKASONS FOR msM.V.NTT.lNd RKFINERIES. 

Q. (ByMr. FARyuiiAR.) WhataretheusnalreasonsfordismantlingaplantV—A. 
Those plants were under contract with the Producers and Refiners’ Oil Company, 
Limited, to take oil from them. I can conceive two reasons tor dismantling 
them: First, to juevent them from being in tho trade as comi»etitovs; second, to 
injure the Producers and Ketiners’Oil Company, Limited. The Standard declined 
to sell any of th(> material to tho other indoiiendent refineries. They paid large 
prices for them and wasted the material; at least, they dismantled them, and 
refused to .soli them to other independent refineries.' 

Q. When tho commission hears repre.sentatives of the Standard Cil Company, 
that (luestion of the commercial and legitimate reasons for dismantling may 
come before ns. I should like your po.sitiou on it.—A. 1 think it was done to 
take them out of competition, and to injure the only competitor that wius in that 
field. I know of no other rea.son. They were good plants, well located. There 
w< mid certainly bo no reason for p.aying a high price for a plant and merely tearing 
it down, unless there was .some design of that kind. 

ONI.Y A MODERATE RISK OF I'RIOE WHEN I'RODITOTION OF CRUDE Oil, WAS I.IMITKD. 

Q. (By Mr. Livinostok.) Seventy-five per cent of this oil is produced by inde- 
Iienilent oil companies outside of the Standard Oil Company. If they could by 
consent and agreement reduce the production of oil one-half, what effect would 
that have on the iudeiiendeiit companies? Would it largely increase the price of 
crude oil?—A. They did enter into an agreement to reiluce the production 17,600 
barrels a day, and it did not largely increase the price of crude, though it reduced 
the stock from ;il,000,000 to 0,000,000.- 

Q. It did not?—A. It did not; it increased it to some e.vtont, but not to the 
anticipated o.xtent. 

DISADVAXT.IliES TO EMPI.OYEES OF IIAVINO ONDY ONE I’OKSIlil.F. ESII'LOYER.'* 

Q. (By Mr. Phii.lifs. ) Have you any further remarks to make or information 
to give in regard to tho effect on labor? 

Q. (By Representative Livisoston.) Do you mean to say that it is lessening 
the price of labor? Is that the idea?—A. I am not speaking so much of what has 
been done by trusts, but my oiiiiiion is this; That when all tho people that are 
skilled in any branch of industry come to he employed by a single concern, and 
there is nowhere else to go to seek that kind of em|doymcnt, they are largely 
underthe control of that one institution, Imth as to their wages and as to every¬ 
thing else, and that .such a condition is hurtful to lalmr, because there is no com¬ 
petition then for labor in that given line. Suppose all the men that are skilled in 
refining, for instance, are employed by (uie institution, and a man is discharged 
by that imstitiition for some fanciful reason; there is nowhere for him to go to 
get employment. Now. I think that is a positive injury to labor. If fifty con- 
i-erns were in tho business, when a man ceased for any reason to be employed by 
one, he could go to another. If there is only the one emidoyer, that man is driven 
out of that industry altogether, and must siick something new. He can not be as 
profitable either to himself or to the public in any new capacity as he would bi! in 
a capacity in which he is highly skilled. Maybe ho has attained such an age that 
he can not go into any now business; then that man's labor is lost to the world. 
I know of instances where a trust has discharged a man because he had had 
some difficulty with, we will say, the general manager of a jiarticular jdaut, and 
the manager immediately reported that man to all the other institutions and said, 
"This man is not to receive employment." For a year—in the case I have in 
mind; I do not care to give names—he was out of employment and could not get 
-it. That was his business; he knew it; he had been in. the business for ten years; 
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and ho could not get employment in any other institution connected with that 
trust. Now, I think that all those questions come ini and that the trust is always 
hnrltul to labor because, just as it controls the price of the crude prodvtct, it will 
absolutely control the labor in that given industry. Suppose you have a trust 
with regard to all industries; then there is no place for a man to go. If he is 
thrown out of employment, where will he go to got work ? Every man ought to 
be able in this country, rich as it i.s, to have a chance for employment. So I think 
that in that way it anfects labor. There is another way. under these conditions 
men are made subservient; their manhood is to some e.xtont destroyed. They are 
not the same independent class of Americans that they would be if they felt that, 
if they were discharged by this employer, they could go to some other and get 
employment. It belittles men and injures them in every way. Therefore, I 
think the trusts are hurtful to labor. 

LABOR DROANI/.ATIONS. THE STANDAKI) OIL COMfANY AND ITS MEN. 

Q. (By Mr. Kennedy.) Do yon believe that combinations such as you have been 
talmng about make the organization of labor more logical and neco.s.sary to the 
welfare of the working men?—A. If they do not organize anil keep organized I 
do not know what will become of them. 

Q. (By Reprcsentati re Ot.ien.) Are the men employed in the oil industry gen¬ 
erally organized?—A. There is an organization known as the Producers'Protective 
Association,' organized for the purpose of protection. They have not had any 
meetings in recent years because they have been devoting their time to the busi¬ 
ness part of the defense of their industry. They have not had any time to look 
after anything else. 

t^. (By Mr. North.) Are the employees of the Standard Oil Company organized 
into a trade nuion?—A. I do not know. I want to say for the employees of the 
Standard Oil Company that, as far as I know them, tliey are comiietent, polite, 
and a good class of men. So far as the producers are concerned, they have no 
fault to find with the cla.ss of men they employ to do their business. They are 
really good men. They have to employ that class of men. 

Q. (By Mr. Kennedy.) Is it a fact that the Standard Oil Company's employees 
are comparatively well paid and well treated, and are always loyal to the Standard 
Oil Company?—A. I know nothing about the question of loyalty. We have never 
attempted to inquire into that, but I think they are reasonably well jiaid. 

POWER OP TRUSTS OVER THEIR MEN. THEY HAVE PAID FAIR WAGES THUS FAR. 

Q. (By Mr. Ratchford.) It is claimed by a great many laboring men and 
labor organizations that a trust which controls a number of establishments, by 
reason of that large control of industry, is able to close down one or more of 
them in order to reduce wages or to lengthen the hours of labor or to bring 
about some undesirable comlition for the working )iooplo, and at the same time 
suffer no loss in their (iroduct, because they can transfer their business to some 
other establishment for the time being. What is your opinion on that phase of 
tho question ?—A. 1 should think that would bo true, for the reason that if they 
have a complete monopoly of the business, it does not make any difference wlnit 
their out[mt is. They can close half their establishments, and put out half the 
Iiroduct.and double the iirice on it. They can put the price where they please ; 
their is no power to control them anywhere. 

C^. Have you any recollection of any instances in which that took place, or in 
which there is reason to believe that it was the cause of the trouble?—A. No. I 
do not recollect any at present. Tru.sts have not been long in existence, except in 
a few instances. It was necessary for these trusts to have the good will of their 
employees; and they have paid them fairly good wages and have not been in 
trouble with their labor. 

y. It is claimed by the friends of trusts pretty generally that they treat their 
workmen lietter. pay them higher wages, and grant more agreeable conditions 
generally than do individual employers or smaller companies. What is the truth 
about that?—A. I think there is nothing in that. 

Q. Generally speaking?—A. Taking them all into consideration, I do not believe 
that is true. 

stability of employment. 

Q. (By Mr. Parquiiar.) Does a tru.st usually give more stable employment 
than individuals and smaller cor()orationa'r—A. I think that the length of the 
period that they have been in existence has not lieen long enough to determine 


' See Mr. Boylo, pp.ISa.PIII, 441-1411,440; Mr. Philliiis, p. bottom. 
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thiit (jiiestion. A great nianv iiiclividnals and eompanios liave had emj)lo\ (a‘.s for 
ten to lifteon and twenty and thirty years. The trusts have not been in e.xistence 
so long as that. 

Q. Is it notu.snal among the employee-s of the Standard to say, “As long as yon 
behave yourself and attend to your business you will stay?” Is not that always 
the iialucement hold out to foremen and others in the Standard to keep their 
men?—A. Oh, the}’ follow the business rule. When the exigenciosof the business 
reiiuire it, they cut their employees without giving much reason for it. I do not 
know that they do that very thing; I do not charge thorn with that. 

TRUSTS DIsri.ACK. LABOR. 

Q. (By Mr. C. J. Harris. ) When they dismantle a factory, what becomes of the 
men that have worked there?—A. They find some other employment if they c.-in. 

ii- (By Mr. RATmiKOKO.) To what extent, if any, does the operation of the 
trust displace men—traveling salesmen, foremen, or .superintendents; labor of 
any kind?—A. I think it very largely displaces labor, but I do not know that it 
decreases the cost, because t think they add to the s.alaries of men that are in 
charge. They ]iay very high salaries to leading men. I think that the liberal 
p.iyments, instead of being given to a number of men, are given to one or two. 
anil they cut the laboring forces. 1 think it would do away with a great many 
traveling men, because tlie trust can fix their own jirice, and people must come 
and pay it. 

y. You seem to lie pretty positive that labor is displaced in the operation of a 
trust?—A. 1 have not a bit of doubt of it. 

Q. (By Representative Livinostox.) Has the Standard Oil Company done any 
reducing of the wages of their employees in years gone by?—A. They did, during 
the depressed perioil, reduce wages. 

Q. During what period?—A. During the panic of IS'.I.i, ami Hubsei[ueiit to that. 
Probably not more than others ; I do not know aliout that. 

THE INDEPENDENT REFINERIES ARE INDEPENDENT. 

Q. (By Mr. .Ienks.) Do the four different compaiiiesof your organization work 
together in harmony ?—A. Yes, 

y. Have you been aide in your organization, since you came together and ai'e 
working in harmony, to dispen.se with the labor or .services of many of your 
liiglier priced men, your traveling men, and so on ?- A. We never liave employed 
any traveling men in tills country. The refineries are all independent; they are 
not a tall connected Avith our companies. Eaclnefinery is an entirely indeiiendent 
concern. They sim[ily buy oil from us, and wo buy oil from them, just as wo 
would buy it from anyiiody else. 

Q. (By Mr. Piiii.i.ii’s.) Do they own stock in these ppie linos?—A. Tliey own 
stock in the various pil«J lines, and also in the Pure Oil Comiiany. While they 
own stock, tliey own their refineries indejiendently. There are the Inde;iendeiit, 
the Penn, the Continental, the (iermania, the Crystal, the America, the Emery 
Manufacturing Comiiany, the Columbia, and the .A. L. Confer ; they all own Iheir 
plants. Sometimes two or three persons own one. In the Inde:iendiint 
Refining Company. I think, there are only three persons; in the Continental £ 
think there are but two. There are several otliers owned tiy one or two persons, 
and they are all independent.' 

RELATIONS OF THE UKFINEHIES TO THE INDEPENDENT ('O.MPANIES. 

Q. (By Mr. 0. .1. Harris.) Your companies do not pretend 1 1 lio a trust, do 
they?—A. Oh. no; we are trying to keep away from trusts as far as we can, 

t^. (By Representative Livinoston.) If I undor.-tand.fiachof thiweiiidei ondent 
companies owns stock in the general company ?—A. Yes: in the United States 
Pipe Line Company, and also in the Producers and Refiners’ Oil Company, 
Limited. 

Q. And you view that pipe line as the a gent of those other companies?—A. No; 
as an independent company in which varioin persons own stock. The companies 
stand each on its own footing its to dividends. 

Q. Who pays the incidental expenses of this independent pipe line?—.A. The 
company itself. It charges l.Ycents for local pipage to the refiners. They have 15 
cents pipage to pay the expenses, and if anything is left, that is the profit. 

tj). (By Mr. PinLi.ira.) Was there or was theie not a movement on foot to 
nnite the various pipe-line companies and the refineries'?—A. There have been sug- 

* Soe pp. Jfrf),271; alHo Mr. Emory, p. (VA 
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prestions of that Icind. It has been thought that wo should ho stronger it wo were 
united into one organization. 

y. (By Roin'esontative Livinosto.'i.) You charge I.I contsforinping.and outof 
that yon pay all your current expenses?--A. Yea. 

Q. You have a monopoly on that; you are a kind of a trust, are you not?—A. 
No; the Standard is competing with ns in the fields we are in: they roh us of that 
feature. I should think. Ten per cent could hardly lie claimed to he a monopoly, 
and we are not 10 per cent even : wo are about ."i. 

Q. ( By Mr. Piiii.i.ii'S.) If these v.arious companies hocame united, should yon he 
willing, as an otlicer in each one of the four, to suhmit to thorough insp.ei tion of 
the liooks and accomits. and the ijrofits that sindi an organization might malco? 
A. Wosliould he very gl.ad if (he Government would inspect us and everyliody else; 
wo sliould bo glad to suffer an inspection in order to have some other people 
insiiecled. 

SOMli UHFINKKIF.S have AliE.NCIKS, THE MOST OF TlIEIIt (HI. IS SOI.Il THllOUOH 

MEKOIIANTS. 

(By Mr. Farquhar. ) IIow do Iheso independent companies put their burn¬ 
ing ami lubricating oils on the American market? -A. Each refining company 
markets ils own oil. They get orders, and some of them have stations. ' For 
instance, one company 1 know has a station at Rock Island. Ill., and one in Chi¬ 
cago : and tbrongh these stations it markets almost all its refined iiroduct. 

(^. Have these independent companies permanent agencies for tlio sale of Iheir 
oil?—A. Some of them. 

Q. Or do theydrnmforthi'ir custom?—A. Some of them have perm.anent agents 
in certain places, sliiiiping tlie oil to them and having facilities tor storing it. 

(,). Do you Iniow whether the greater part of their (iroduct is put into the field 
throupdi their own agents or through other oil houses in tho.se cities?—A. I pre¬ 
sume that the gri'ater part of their product that is marketed in the United States 
is sold through merchants or others who are in the business. 

VtPAt.lTY <IF THE I'RODHCrs OF THE ST.\NI)ARI> OIL COMPANY ANH OF THE 
INDEPENDENTS. 

Q. That being the case, the Standard Oil Company and yonr independent com¬ 
panies come into open competition tliere for the market?—-A. Certainly. 

Do you know of any better Hualification for I ho sale of oil. independent of 
monopoly, tlian the (|nality of (ho oil and the prices ?—A. The quality undoubtedly 
should att’ect the ]irice. 

The Standard Oil Company, coming in with a better quality of oil and sell¬ 
ing at an eijual price with the other, would limit the field?-A'. If they made a 
Ijetter (|uality id' oil. 

1 say, presuming tliat they do : I made the question in that way.—A. Well, 
tliey do not. 

y. Is it not a fact that no company, whether a inonoiioly or not, can hold tlie 
American market unless it .sells a lietter oil at an oipial jirice r—A. No; I should 
not say that would be true, absolutely. 

RAILROAD FAVORITISM. 

Q. Yon said this morning' that some of the railroads have taken the buying of 
lubricating oil out of the hands of the imrcliasing agents, and tliat the oil is 
lionght by one of the officers—the vice-president or the president of the road. Is 
it not a fact that in the economy of the eiinipmcnt of the railroad, if you ran a 
poor lubricating oil yon would lose by it more than the little cent i n- two that you 
might save on tlie gallon ?—A. Undoubtedly. 

V''onld it not ultimately ruin the machinery and ruin the road?—A. Yes. 

(J. Without any favoritism question to siieak of in the selling between the.so 
people?—A. I would not say that. 

Q. Do you not think tliat years ago, while favoritism did prevail in pnrcliasing 
lubricating and burning oils on railroads and among largo consumers, there was 
a favoritism and a largo one. and that now the economy ol' railroads is such that 
oven in their stationery and printing, where management used to tie left with 
local agents and division superintendents, it is now concentrated in ono head or 
function in tlie management of the road? Isn't it the same with tlie purchase of 
oil?-- ,\. No; I think oil is made an o.xceptioii. 

Q. Yondo?--A. Yes. 
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Q. Can you deny that while temporarily the advantage might ho given, for per¬ 
sonal reasons, to the men who canvass, or to the company that offers to sell the 
oil, in thecoiirse of a year or two, the best product will stick—that is, at an equal 
price with any other ?—A, That would be true if they were looking solely to the 
interest of the road; but if they had some ulterior purpose in purchasing, it would 
not be true, 

Q, I am discussing the purely business proposition,—A. As a purely business 
proposition that would bo true; and if a man was doing it for himself, it would 
be all right. 

Q. So there is no monopoly that can be held in any product, in the United 
States or anywhere else, as long as you put the product or article on the market 
at an equal price?—A. I do not think that is true. 

Q. Why is it here, in te.xtiles and things of that kind that this country pro¬ 
duces, that the product is the finest ? And will they not hold the market for years 
against all other producers?—A. That may be true. It ought to bo true always, 
but I am afraid it is not. 

Q. (By Representative Livingston.) Do you sell your oil in States where they 
have an oil inspector?—A. Yes. 

O. You have no trouble with the laws of Georgia? They have an inspector, 
and you sell your oils there without let or hindrance?—A. Yes. 

Q. Does the Standard ?—A. Yes. 

Q. They are supposed to stand the same test?—A. All have to. I think that with 
the general public they are on an equal footing. So they are to a largo consumer 
that is purchasiiig for himself; but in the case of aii officer of a railroad, there 
may bo some reason why he wants— 

Q. To shut out?—A. To .shut out competitors in favor of them. 

Q. But that is a good business reason, isn’t it?—A. Not always, I am afraid. 

Q. Dsirally?—A. I do not think it is usually. 

Q. Would you not try to gaiii the European market, to shut them out of it by 
putting down the prices in F.nrope?—A. I think they could purchase just as good 
oil for one-half the price they are paying. If that is the case, your argiiinent 
would not hold. 

FBEIGIIT BEBATES. 

Q. In reaching the market—I use the State of Georgia as a mere illustration- 
in reaching the niarket of Georgia, what advantages are granted to the Standard 
Oil Company over your companies ? Any ?—A. Yes, we think so. 

Q. In the way of rebates?—A. We think so. 

Q. Have you'established that?—A. It has been established in a number of 
cases; yes. 

Q. Brought to your attention?—A. In Georgia? No, sir. 

CJ. Well, I only used that as an illustration. Has it been brought to the .atten¬ 
tion of the Interstate Commerce Commission?—A. Ob, yes; and they haveassessed 
damages for that freight discrimination. 

Q. They have collected it?—A. It is in process of collection now; they are still 
fighting.' 

Q. (By Mr. F arquh AR. ) I think the commission would be much obliged if you 
would furnish it with the names of the.se <-ases that have come into court, where 
there was sworn evidence to sustain these allegations, where they occurred, the 
defense made, and whether cases are now in process of litigation.—A. I will do 
that. 


NONE or THE PRINCIPAL RAILROAPS BIYS LUBRICATING OIL FROM THE 
INDEPENDENTS. 

Q. (By Mr. Phillips.) Do any of these independent refiners secure a market 
for )nbric,ating oil on any of the princiiial railroads of the United States to-day, 
or could they if united?—A. They do not now, and I doubt whether they could if 
united. It is a very doubtful question. 

THE INDEPENDENTS REFUSE TO SELL OUT TO THE .STANDARD OIL COMPANY. THE 

REASON. 

Q. (By Mr. Kennedy.) Would you state as your belief, .judging from the ex- 
penence of the past, that the Standard Oil Company would,it it could, to-morrow 
purchase all the.s6 refining companies, paying for them more than their real 
value ?— A. I do not know whether they would do that now or not. They have 
offered io do it in the past. They made that offer in Ihe fall of 181)4 and in .lanu- 
ary, 181)5.* 

*8oop.271; Mr.Phillips.p..in;): Mr,Archlxjhl,p..5S(). 


Seep.2S7; Mr. Archbold,p.616. 



STANDARD OIL COMBINATIONS:—LEE. 


293 


Q. Do yon believe thiit il' such an offer should b(! made the independent coiu- 
panies would refuse it?—A. I think they would. They have done it. 

tj. So then the imblic must suppose that the independent companies have a 
good thingin the way of business?—A. No.that doesn't follow. Thepeoplewhoare 
interested in these pipe lines have a very large interest at stake in their produc¬ 
ing properties. Theyown about 75 percentof 80,000 barrels of oil aday; mother 
words. 00,000 barrels of oil a day. That amounts in a year to about 30.000.000 
barrels of oil. We believe that the price of that oil is largely dependent upon 
having an open competitive market for refined oil. Their pipe lines will give them 
an open competitive market, .and therefore they would not give them up. Tliey 
had rather have them wiped out, if they must be. We were at a itoint where we 
expected them to l)o wiped out; but wo were willing to suffer that rather than to 
sell them. We passed an act of the legislature that we could not sell them, and 
nobody could sell tliem, but they got that repealed. The Standard had that 
repealed, and a little while afterwards it purchased the Crescent pipe line. ’That 
law, prohibiting independent pipe lines from consolidating, was passed in 1883, 
at the same time when the free pipe line law was passed. That continued to be 
the law until 1895, when the Standard Oil Company secured its repeal. They had 
got a bill passed to repeal it two years before, but the govenior of Pennsylvania at 
that time vetoed the bill. They got the repeal bill through again in 1895. and the 
governor signed it. So that the independent people who secured the i)asaage of 
this bill were like Cortez when he went to Mexico. They were willing to burn 
their ships, and either stay in Mexico and fight it out or fall. 


THE IJ<1)EPHNDENT OKOANIZATION INCLUDES THE OWNERS OF 40 OH 50 PEll CENT 
OF THE CRUDE OIL PRODUCTION. 

Q. (By Mr. Jenks.) Did I understand you to say that about 75 per cent of 
the producing capacity of the Pennsylvania oil field was in your organi/.ation'l— 
A. No; about 15 percent is owned by independent producers, not affiliated or 
associated in any way with the Standard Oil Company; some of them are not our 
stockholders. 

0. About what per cent of the oil-producing fields do you have in your organ¬ 
ization?—A. 1 think ])Ossibly about Id or 50 per cent. 

O. (By Mr. Pllll.Lii'S.) That is, stockhohh‘r.s?--A. Yes. 

y. But the lines themselves do not own anythingA. No, the lines themselves 
do not. 


IN THE I.ONC RUN, THE PRICE MUST BE HIOH ENOUOH TO PAY THE LEAST 
FORTUNATE PRODUCER WHOSE OIL IS NEEDED TO SUPPLY THE MARKET. 

Q. (By Mr. Ratchford.) Speaking of the advantages of the larger concern, I 
want you to make a comparison as to the large and small prodncer.s. We will 
supiiose, for instance, that A has oil wells producing 10 barrels per day, B pro¬ 
duces 10,000 per day; how can A comjiete with Bin the open market?—A. He 
cannot; but he ought to have an eiinal chance, for that very reason. 

y. The cost of developing a well is about the same whether it flows or whether 
it is dry?—A. AY'S. 

Q. Is not the advantogo of B over A as great as the advantage of the Standard 
Oil Company over B ?—A. Yon are comparing the manufacturer with the prodivcr. 

t^. Admitting that A produces 10 barrels per day and B produces 10,000, are the 
advantages of B over A as great ns the advantages of the Standard Oil Company 
over B, as the larger producer of the two?—A. I do not see how you can make 
that comparison. You are comiiaring two entirely different things; you arc com¬ 
paring the manufacturer with the producer and one producer with another. 

y. The point I wish to bring out is simply this: Inasmuch as the cost of boring 
a well is the same, or nearly the same, whether it yields much or little, the indi¬ 
vidual who is fortunate enough to make a good strike, with a few additional 
laborers to run it. can handle 1(1,000 barrels as cheaply as the man who is not so 
fortunate, handles, perhaps, only 10 or 100 barrels; and because of his greater 
output ho can, if ho will, sell at a smaller margin of profit.—A. He can; hut the 
price is usually fixed by the man who has the smaller well, for this reason : If he 
does not got a price that returns him at least the cost of production, he must (juit. 
The price may not be fixed, if it is fixed arbitrarily, at a price which enables him 
to live. But if it enables a man who produces 10 barrels a day to live, the man 
who produces 10,000 per day from a small number of wells is simply getting a 
fortune. 
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Q. 1 uiidersl.'uid you 1o say th« small producer fixes the pidee.—A. No; but 
the price iimst be li.xe.l so i.iat he can produce, or the small well must he abandoned. 

Cj. Is that price fixed by mutual arrangement ?—A. No, it is fixed arbitrarily by 
the Standard Oil Company.' 

MOST on, COMSS t'liOM VERY SMAI.I. WELI.S. 

Q. (By Mr. Piiii.t.irs.) Is it or is it not an ascertained fact that the ^oater part 
of the production is I'oming from small wells and the great number of small pro- 
dneersV—A. Over a majoi'ity of that production is from wells that produce leas 
than a half barrel a day. 

THE REMEDY: FORIUP DESTRUCTIVE COMI’ETITION. 

Q. What is your idea as to the remedy? —A. That is tt very difficult (|UCstion. 
I want to be understood as givmg simply my own view about it. Tlie most diffi¬ 
cult thing is to fitid a remedy for the evil, 

(j. (By Kepresentativo Livinosto.x.) it is no tronble foraman to know he is 
sick.—A. No; you can diagnose the case a gretit deal better than you can apidy 
the remedy. I sitjipo-'e the retil evil ought to be reached. The real evil is not so 
much in the aggregation of capital. No one objects to a man's btdng rich, if he 
acijuires his money honestly. No ime objects to his engaging in 1ni.sine3;<. We 
object to his driving o.hcrs out of business, and doing it by the use of utifair 
methods. No one objects to large aggregations of capital engaging in btisine.ss, if 
they do it fairly and honestly, and are willing to enter into fair, honest competi¬ 
tion. I wotild try. if possible, to prevent thetn Irom abusing their power. I would 
make it a criminal olTetise. say, in a few words, that any per.son or corporation 
that enga.ge3 in destructive compelitioti shall be guilty of a misdemeanor and be 
punished with fine and imprisonment both. 

y. (By Mr. Fxiicn'H.tn.) Vou mean tliat as a national law or a State law'?—A. 
We could not apjtly a natiotial law. except to interstate commerce. It would have 
to 1)0 a State law where it concerned commerce within the Slate. 

(.j. How would you define ••destructive '■?—A. 1 would leave that to the (•ouns 
and juries; (hey will find a way out. That is a iiuestion of intent; and tinil 
always enters into a criminal oll'ense. If a man starts to sell a jiroduct, not for 1 h 
purpose of getting a market for his own goods but to drive somebody else out of 
the bnsine.ss, that is destructive competil.ion. Let the jury find that intent from 
the evidence. Let thetn find it from the iirice. it they please. If the price is away 
below the cost, and they maintain that price for a long period, not just for a single 
sale, that is destructive competition. That is a crime- one of the highest crimes; 
nothing in this country has done so much damage in recent years as destructive 
comiietition. entered into deliberately. It is one of the most deliberate offenses 
that can 'be committed. No man need engage in it; he can easily avoid the pen¬ 
alty by avoiding the crime. That is one way. ' 

LIMIT THE c.xriT.VI, OK MANTEACTURIXC CORfORATlONK TO SI,(100,000. 

If I had tile doing of it, I would never charter a corporation, except for public 
purposes, with over si,000,000 capital. That is large enough in any business to 
secure a perfect division of labor. 1 tiiink that ought to be the limit of commer¬ 
cial companies There is not much danger in this connlry from a company with 
$1,000,000capital. One man said to me; '• This is our business. I can lose.'^lOO.OOO 
and siiread it over half a million and not feel it. Your com)ianyc. in noo lose 
$100,000 ; it does not have it to lose; we will drive you out of business." 


AS TO (,!UAKI-PUBLI0 COMPANIES, REOULATE THEIR fllARIlKS. 

Q, (By Mr. A. L. Harris.) Would you include transportation companies in 
that bill also'?—A. No, I would call that business public or iiuasi-public. I think 
that all telegraph companies, all electric-light companies, when; they are in cities 
or where they (leal directly with the. public, all traction companies, should lie put 
timler severe regulation. Tin; price of those goods can be regulated because they 
have a fixed unit. Fix the price of the thousand cubic feet of ga.s. Fix the faro 
for the carriage of passengers. You have no way of getting at a commercial com¬ 
pany. If you can limit their capital to$l ,(K)0,0ii(l, you will have a remedy. If you 
do not do that, you must do something else, or else tin; country is going to be 
ruined by these large aggregations of caiiital. 

* Soo p. 
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No ANTITKUST J.AW l!AN UK OF SKKVICIC, UNliKSS IT LIMITS THK SIZE OF CAl'lTALS, 
OU MAKES UESTRliCTlVE COMPETITION A PENAL OFFENSE. 

Q. Would you reach the trouble better by what is commonly called the anti-trust 
laws, or in the corporation acts of the dilt'ereut States?—A. Tliey would have to 
be real anti-trust laws; you would have to say that no company should liave more 
than $1,000,000 capital. You can have a perfect division of labor with $1,000,000 
capital; and all politic.al economists say that is all that is desired by the agj^rega- 
tion of capital. Tliat is not what the trust desires. The trusts desire to get into 
position to s(iueezo somebody ; drive somebody out of business ; whereby they can 
levy tolls on the jiublic generally. That is what the trusts are for. 

U. (By Representative Livinoston.) You recommend State laws controlling 
and regulating trusts; what would you recommend us to do with the State of New 
.lersey. that starts them r—A. 1 do not know what ycju couhl do with the State of 
New Jersey. I do not suppose any legislation could be secured in New Jersey. 
This will i)robably have to be reached by securing a healthy public sentiment 
first. 

(^. If one State in the Union is allowed to issue charters just as she pleases, and 
do as she pleases, and those charters are operated in all the other States, how are 
you going b* legislate?—A. You could say in the State of Georgia that no trust 
should Iw possilde in that State. Suppose a do/.en States shouM pass laws that no 
trust siiould bo possible or no corporation should do business in those States with 
a capital of over $l.(K)(),0i)(); that would enable independent companies to go in 
and do business in those lines. I do not object to the amount of capital. 1 only 
limit it to $l,0dU.0ilO because a company with $l,0u0,00i) capital can not engage in 
<lestructive competition. It might be uit'an in a small way. but it could not do 
much damage. A company with $100,000,001) or .sr>00,000,000 capital can drive 
eviTybody out of that business: and the (jiiestiou is, Will they not do it? There 
is no way of ‘-urbing their power except by restricting their capital, or else making 
it a penal offense to engage in destructive competition. 

THE lUJTA' ON Oil. IS PERHAPS MEANT TO PROTECT THE FUTURE. 

Have wo any import duties on oil?—A. Yes, there is an import duty of 10 
<• nts a biirrel. 

<1 1 low does that help?” A. There is no oil imported into this country. It does 
not he!]) anybody, because there is no oil imported. 

tj). Does nor kei'p anybody out?—A. No one. 

Why is it put on?—A. I do not know; for the protection of the future, 
perhaps. 

OVERCAPITALIZATION LEAPS TO EXCESSIVE CHAKUES. 

C^. In adrlition to large aggregations of capital, is not the public also in danger 
on account of overcapitalization?~A. rndoubtedly. Having overcaiiitalized 
thc>e trusts, they will want to show an earning power to the holders of stock; 
an I in order to do that they must collect extortionate profits from the consumer 
li they have aiuonoiioiy. 'f hat will tend to drive the directors or trustees of these 
trusts into obUiiiimg from the public excessive profits, 

(By UeproseulativeLiviNdsTo.N.) Do not all overcapitalized organizations 
go into bankruptcy inevitably?—A. 1 think a great many of them will. 

TRUSTS KILL INDIVIDUAL ENTERPRISE. 

Q. (By Mr. Ratotiford. ) What effect, in your judgment, has the organizaDon 
and operation of trusts and the large moneyed corporations upon the personal 
ainliition, the individual entiTfirise of the American peoide?—A. 1 think it is very 
rapidly stifling it. 

(jouldyoustate whether or not, in your judgment, largo numbers of indi¬ 
viduals are kept out of business by reason t)f those things?—A. No (luestion 
ai out it. . • 1 • 1 

You spoke of destructive competition: can you conceive of anj^ way in winch 
that destructive competition could be bx’ought about more forcildy and more 
fully than by the tearing down and destroying of the rival est iblislmieuts?—A. 
No; T do not know a Tn<n*e flagrant means of destroying competition than by pay¬ 
ing exorbitant prices for competing plants in good condition and tearing them 
down. That is a mxtice to everybody that they do not propose to have com¬ 
petition. 
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Q. That probably works great hardship to tho communities in which these 
plants ai’c torn down?—A. Undoubtedly; it is a waste of that much capital,which 
it has taken years to build up. If a man burns his own house he is guilty of 
ar.son; if he destroys a new plant out of mere animosity and desire to injure 
somebody else, I do not know wliy he should not las guilty of an offense, 

INCOME TAXES AND INHERITANCE TAXES, 

Q. (By Representative Livingston.) Instead of preventing combinations of 
over a million dollars,- as you suggested, suppose you levy an income tax of ,'50 per 
cent on the profits?—A. I am afraid they would lie about the profits. 

Q. Would not that be a fairer way to do it?—A. I would be willing to do any¬ 
thing to wipe them out and give the people a fair chance. I thinkdhat would do 
the work if you could enforce it. 

Q. (By Mr. Faikjuh.vu.) Would any State court regard that as constitutional, 
or any European court?—A. I have no hostility to any individuals. I simply would 
like to see some limitation put upon the powers of trusts in the interest of the 
people themselves. 

t^. (By Representative Livingston.) It would not be cla.s3 legislation if Con¬ 
gress should lay a tax on the income.s and profits of all trusts and combinations?— 
A. I should dislike to see any law (lassed that would recognize their oxisbmce. 

Q. (By Mr. Phileips.) What would you think of an inheritance tax, levied in 
some graded proportion to wealth?—A. I am afraid that would be open to objec¬ 
tion unless it was uniform; and if it were uniform it would be avoided very 
largely, would it not, by people making gifts prior to their death? 

GOVERNMENT VISITATION DESIRAULE, HUT NOT SUEKIOIENT. 

Q. (By Mr. Farquhar.) Have you any other remedy for destructive competi¬ 
tion than the limitation of capital to $1,000.000?—A. Government visitation might 
alleviate the evil, but that would only result in publicity. They do not seem to 
care much about that: they are largely defying public opinion. 

Q. (By Mr. Piiili.ips. ) Would you lie in favor of Government ins|)ection of 
corporations ?—A. I think that ought to be done ; the power of visitation was a 
common-law right in England to the founder of a corporation. He had the power 
of visitation, and as the State creates the corporation it certainly should have the 
power of -visitation. It has an undoubted right to do it. 

PRACTICABILITV or punishing destructive COMPETITION. 

Q. (By Representative Ot.ien. ) If you make destructive <;ompetition a crimin.al 
offense, how would you enforce the penalty against corporations?—A. 1 would 
make it apply to any person, corporation, or agent of a corporation. You cannot 
imprison a corporation, but the line would apply to it. 

Q. You would simply have to enforce the penalty in the shape of a fine?—A. 
Make all officers guilty of the offense. They arc willing to risk anything, violate 
any moral obligation or rule; but there is one thing they do not like to do—they 
do not like to take any risk of imprisonment. 

Q. It would bo competent to fine a corporation found guilty of destructive com¬ 
petition, but would it also be competent to imiirison the president or directors ?— 
A. The law can say that any corporation, and all the biheers thereof, and all tho 
agents or employees connected with the corporation engaged in tho destructive 
competition, shall be guilty of a misdemeanor, and on their conviction shall be 
fined $."i0() and undergo imprisonment of one or two years in the penitentiary. 

Q. (By Mr. Ratciiford.) Do you believe the law should define exactly what 
destructive competition means?—A. Leave that to the courts and juries. 

THE SHERMAN ANTI-TRUST LAW. THE INTERSTATE COMMERCE COMMISSION. 

Q. (By Mr. A. L. Harris.) Have yon any suggestions to make as to amend¬ 
ments that would make the Sherman anti-trust law more effective than it is 
now?-A. I have not, at this time ; I would like to look that over again. 

(^. Will you please do that and s<.!e whether it can he made a basis for a future 
remedy ?—A. I think the law has had some good effects. 

Q. Is it possible to bring it under the jurisdiction of the Interstate Commerce 
Commission in any way ?—A. That is a pretty difficult question. That is a ques¬ 
tion a great many people have considered; I have lieeu thinking of these ((uestions 
for iiernaps thirty yeais. I have been brought into pretty'close contact with them 
for that period. 
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THE Oil, TRADE IN (JANADA.—RAILROAD DISCRIMINATION TIIERF,. 

Q. (By Mr. Jenks. ) Dowo(;.x])ortoil to Canada?—A. Yes; we scU a ureat deal 
there. 

ti. Does your company sell any in Canada ?—A. Yes. 

Q. Have you come in contact there in any way with discrimination in railroad 
rates ?—A. There ha.s been conliict there. There has been some trouble about 
railroad rates there recently.' 

Q. Has your own establishment come in contact with that?—A. Yes, 1 think 
they have. 

Q. Can you give the facts about that ?—A. No, 1 do not believe 1 can now. 

District ok Columbia, County of Wa^hiniyton, kk.: 

I swear that the statements made by me of my own knowledge in the foregoing 
report of my testimony before the Industrial Commission are true, and that all 
other statements I believe to be true. 

.1. W. Lee. 

Sworn and subscribed before me this ath day of September. 1S!)!». 

Wm. Calvin Chase, 

Not ary Public. 


Washinoton, D. May l.'Ci'.i. 


TESTIMONY OF HON. FEANK S. MONNETT. 

.Mtomcy-ycncral. Stale of Ohio. 

The commission met at 10..'i0 a. m., Vico-Ohairman Pliillips presiding. Hon. 
Frank S. Monnett, attorney-general of the State of Ohio, testiiied. 

Q. (By Mr. .Ienks.) Will you be kind enough to .state your full name and 
adilress?—A. Frank S. Monnett, Columbus, Ohio. 

y. You hold the po.sition of attorney-general of the State <.if Ohio at the pres¬ 
ent time?—A. Yes. 

Q. In the carrying out of your official duties have you found it necessary to 
bring suits against some of the great industrial combinations?—A, Yes. 

suits KILED by the state ok OHIO AIIAINST insurance C'OMI’ANIES. 

Q, What ones in particular?—A. We filed the first suits against eleven insur¬ 
ance comiianies, which iiududtsl British, Canadian, and American companies, 
charging them with being in a state combination through local boards, or 
through a communication between local hoards, amounting to a state organiza¬ 
tion: and also with being in an interstate combination at Chicago through a state 
organization, Tho.'-e cases have been ^lending, and are now in the hands of the 
court with 8(10 pages of printed testimony of the various witnesses. If the 
memhers of your cinniuission care to have any of them, we can furnish you with 
the official copy of the testimony, and from that you can get tin; names of such 
witnesses as arc available on the lines you want. 


SUIT AdAINST THE STANDARD OIL COMI'ANV OF OHIO. 


The next suit that we had was the State of Ohio c.r rcl. attorney-general against 
the Standard Oil Companv of Ohio, which, I believe, has been iiending since 18111. 
A decree was rendered March 2,181)2, against the Standard Oil Company of Ohio, 
il having been charged with being a member of the Standard Oil Trust, or being 
one of the constituent companie.s of the Standard Oil Trust. By an order of the 
court of the Stiite in Novciiibcr, IHDT. 1 wus diri'ch.Hl to hriiij^ it Mhc 
Standard Oil Oonipany of Ohio) before the court for contempt. charj;inj? it with 
having violated the deerree rendered March 2,1892, in not withdrawing from the 
trust 111 good faith, hnt in simjdy sliifting or nK>difying the former system of 
doing business, so as still to get the benefits of the trust comhination or arrange¬ 
ment. Ill accordance witli that ordeii* from the supn^me c<uii't I fileil a coinidaiiit 
in contempt, a copy of whhdi I will furnish your commission,’^ to which (‘oiu- 


' fte«3 Mr. Mr. Gall, pp.(irri-d;::, 080 .w . , 

“ Sniti' of Ohio «’J’ rA Tho Attornoy-GouerHl, plaiutiff, v. The Stiiudard Oil Company, dofoud- 
nut. History of tUo enso, p. 31. 
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l)liunt tlu! court. kav(' an order for servi(^o uiion the defendants, and the defend¬ 
ants thereupon ca:ue into eonrt with an answer attfnnptinp: to jnstify their 
condnct siibseipient to tlio decri'o, to whieli anawtir we filed a reply with some 
tw(mty-nine interrojxatories addressed to the president of the Standard Oil 
Coinpiiny, who is also the ehainnan of the IhpiidatinK tnistees, and also the 
chairniaii of tln^ former niin^ trustees of the Standard Oil Trust, Mr. .lolin D. 
Roelcefellei', of New York, formerly of Cleveland, Ohio. Mr. Rockefeller answered 
these printed int(‘rroK:atories under oath in j)art and demurred to part, which, 
under fiur code, ho had the rif'ht to do, and part he refused to answer on the 
ground that they were irrelevant. 

The court overruhsl the demurrer or the refusal to answer the main inter- 
ro};atories; that was oh,iected to. and they then came into cotirt with a supple¬ 
mental list of answers. Thereiipon we took additional—rather. Mr. Koekefeller's— 
testimony in the way of depositions under ti master appointed, and of that testi¬ 
mony I rvill give .such djita as your commi.s.sion <h'sires. In their testimony, as 
disclosed by the interrogatories, and by Mr. Rockefeller in person, and the 
secretary. F. B. B(iuires, of Clevcdand, we wei'e abh' to find datii that warranted 
the State in filing suits against such constituent companies of the original trust 
as were doing business in Ohio. 


SUITS AOAINST 0(INSTITtrENT ('OMPANtES OE THE STAXPARI) OH. TIUTST. 

We filed independent suits .against The Buckeye Piiie Line Company, a constitu¬ 
ent company, which is tlie tran.sporting coniiiiiny of the crude procluct; against 
Th(^ Ohio Oil Company, known as the ))roducing " com])any. which makes leases 
or contracts with the owners of oil in the rock, usually farmers; ;rgainst Tint 
Solar Refining Conpiany. which lias function.s substantially the same as the 
Standard Oil (knnjiany id' Ohio, which is a refining company; and against The 
Standard Oil Company of Ohio. anew. 

FOUR CAUSES OF ACTION. 

In these suits substantially four causes of action were made. In thi' first 
inst.ance we charged them witli violating the public, iiolicy of the State, our jiro- 
cedure being based uiion the constitutional right of tlie attorney-general to 
institute proceedings in (/no inirranto against any cortioration that offends against 
the existing statutes id the State or against the ))ul)lic iiolicyof the State, and 
with confederating and attemiding to evade the decree of the suiireme court in 
the decision of March ispi, against the Standard Oil Company proper. 

niUNO A TEI.EORAl'H BUSINESS. 

The second cause of action was liascd upon wliat is known as onr “ antitrust 
act," tlie Valentine-Stewart act, which was (lasscd a year ago and took effect .Inly 
1, IHIW. On taking the testimony at Lima. Ohio, in the ease of the Buckeye Pi]ie 
Line Company, it was disclosed that they had a telegratih system, whii.-h, from 
a lawyer's stanilpoiiit. it was conceded, a eomiiany, doing a liiisiness of the nature 
they were, might have as an ineideut to their husiiiess, being a means id' emnmu- 
nieation between tln-ir different posts; lint in tlie testimony it was disclosed that 
they were exehangiiig business with the Western IJiiioii Telegraiih Company, had 
stated monthly halaiiees, and were acting as common carriers of telegi'aiih mes¬ 
sages in Ohio for whosoever atiiilied to tliem. It was testified that they had 
jiroduced election retnnis and other news in advance of the regular system. As 
they were exercising this franchise outside of their corporate authority, we made 
it an additional cause of action against them, charging them with exercising this 
ultra cirrs power. We have taken testimony to estalilish this, whieli 1 can tnr- 
nish the commission. Under the Ohio law it would be necessary for them to have 
a special charter for that class of Im.siness. 

It was disclosed and is in evidence, as claimed liy the State, that in the rehation- 
ahip existing between the constituent eoiiiiiaiiies (to which I will refer later), 
there were separate telegr-aiihie coiitr.aets for the Ohio Oil Company, the Buckeye 
Ifipe Line Company, and the Solar Refining Comiiany. differing from the contract 
they had with their cn.stomers or the pnlilie generally. They n.sed the Western 
Union blank contract for the ordinary teli^ratiliic service, but had a se]iarate 
contract and a separate account wdth each of these constituent comyianies, raising 
the legal presumption, as we claim, from the evidence, that they have a system 
organized about as follows: 
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TIIF, ()K<JAN1/ATI<>N OF THE KL'SINKSS 1>FS{’1UBKI). 

They haY«^ a l)U)-(5hasiiij^ or “ producing “ company, the Ohio Oil Company, 
wliicli niahes the original <Hmtract with the owners. The oil is then turned ovju’ 
to the Buck(^ye Pii)e Line Company, known as “tin" crude prodiud-’* company, 
whit^h, in conjunction with the other pipe line coini)anies, owned hy Standard 
ix^ople. makes a (Hunplete system, and which, as wo understand it, constitutes a 
single system, the Buckeye Pipe Line Company having the Ohio ti(‘ld, but doing 
business in Indiana also, which, subsequently to tiiis suit, they turned over to the 
Ttidiana Pipe Line Company, also one ot the (constituent (com])anies of the original 
trust combination. Then from the crude product ” or transporting department, 
with its t(‘h^graphi(*. system, (connected with all departmeiits and all pipe iin(‘s,th(> 
oil is transferred to the respective refineries whicli are at Whiting, Iml., a suburb 
of Chheago. at Cleveland, Ohio, at Lima, Ohio, and at Parkersburg, W. Va. 

The Buckeye Pip(‘ Line (>)m])any delivers the crude oil to the refineries. The 
refined product, the locrosene and the gasoline, is transport^cd to dealers and cus- 
toiiu'i-H through another constituent (company, the Union Tank Line Ckunpauy, 
whi(ch has a system of tankage stations, i. e., distributing points, such as county 
s(‘ats. and cities of from :hOI)i) to o.ooo inhabitants and upward. Tliey Imve con- 
tra.cts ^^^tll railroads, whit'h you (caii go into more fully than we hav(\’and whheh 
will dis(clos(‘ the iiaturic of the relationshh) to the railroads. This company gets 
a rat(! for their tank line, in shipping to the taiik stations by the carload or train 
load, with an allowance for loading and unloading their own product, while for 
barrel lots and part carload lots the rates vary. Ac(cor(ling to the trust investi¬ 
gation of Ohio the charges for shipping hy part carload lots are as niuc-h as 40d 
pel’ (’(‘ut of theehargesfor shipping in carload lots aiuUhdivering at tank stations 
liy the Union Tank Lino. 

THF noWKIt OF THE TRUST DEPENDS UPON ITS CONTROL oF THE TRANSPORTATION 

SYSTEM. 

Tli(' Stat e (claims this whole system of transportation to he an advantag(‘ which 
t ho Standard ()il Companies have as shipjiers, and by means of whicli th(*y defeat 
-•om]H‘titi(>n. In other words, the secret of the power of the Standard Oil Tru.st 
will be found to be the dis(criminations or favors that tiiey secure by (controlling 
or inono]K)li/-iiig th<^ transportation of the crude product and the discriminations 
they receive by various devi(‘(^s in transporting the refiimd oil, e.g..the diserimt- 
nating rate ill favor of carload lots and train loads, with allowanci's for loading 
and unloa<ljng tlu'ir own ])rodu(ct. When otlicr shippers adopt similar methods, 
(bii Standard invents still other methods to evade fair (competition.’ 

Vou understand this discrimination to 1 k‘, in spirit at any rate, a violation 
of theinterstal<Mcommerce act?—A. The interstate-commerce act applies to inter¬ 
state eommeree; I nd'er to State (coimueree, namely, to Chin and Ohio roads. On 
examination you will find the railroads ar(‘ permitted to give a ditfer(‘nt and more 
favorahle rate for carload lots or in tanks than in harrels. The argniiient that 
they addiic(‘ is that the return of gasoline barrels contaminates all otluT ship- 
imnits: that they can not ship any other tmght in such cars. If you examine the 
freight charges in cases whore a competing pip<^ line! has becui constructed along 
<t railroad, that formerly had a fixeed rate, you will find that inst(‘ad of llie (com¬ 
petitive ]>ipe line which parallels the railroad lowering the ])ric(L it has abso¬ 
lutely rais<‘d it, showing that the indepimdent shipp(U‘ is discriminabMl against. 
Tie can not eomiiete lnHcanse rates have heeu raised, and he must pay their price 
if he ships through the pipe line. 

OR(J.\NIZATION OF THE TRUST. 

Starting with the Standard Oil (knnpauy of (Jhio, shall I explain how itent(‘r<‘d 
the ti’iist.and give the names of tlnoHher constituent companies, with the capital 
stock ot eaclii* 

C,). Have you alsotluc dates of the organization of th(*se dilferent companies, with 
Iheiianuc.sof the heading ofti(cers?—A. Y(es; I can furnish tlumi. TheStandard(^)il 
Company of Ohio was organized originally the lOth day of January, A. D. ISTO, 
and is coinmonly known as The Standard (Ml Company. It had §1. 000.000 stock. 
It incr(‘as(Ml that stock the I2thday of r’ebruavy, A. D. 1H7!3. to .S*3.50U,o00. On 
tine bhh day of March, A. D. 1875, it imereased its capital stoick by State authority 
to $8,.500,000. It remained in this condition from 1875 to the )id day of January, 
A. D. IH8‘2. It liad 85,000 shares of stock at a par value of $100 a share, which 
would mak(' the par value of the total $8,500,000. 

'('«mi]Mirc Mr. Arehbolil, j). 
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Mr. Rockofcllor'.s tistimony is ambiguous as to whether they transferred the 
stock directly to the Standard Oil Company of Ohio first, or whether, as owners 
of the stock, they transferred that to the trustees of the Standard Oil Trust; but 
in any event all the shx^kholders agreed to the trust contract of 1S83. Two days 
afterw.ard.s they mollified it. The company in Ohio had originally 9 directors of 
the Standard Oil Company and they were afterwards reduced to 7; the 7 continued 
to vote the 9 shares. The theory of the Standard Oil Company rvas that a cor¬ 
poration could maintain its existence by 7 directors holding each a share of stock. 
They did this to comply with the statute. Seven dii’ec.tors could elect a president 
and secretary and necessary officers, and the remaining stockholders would bo at 
lilierty to ,as.sign their stock to trustees. Other companies did the same, thus 
organizing and maintaining a trust. In other words, they argued the corporation 
would not be responsible for the acts of the individual stockhoMers, and that 
theory ran through the entire organization of the trust; viz, that stockholders 
could act Independently of the corporation. The suit was begun by my predc- 
I'essor, General Watson. The i!4,fl9;i shares had passed out of the hands of the 
stockholders into the hands of the 9 trustees. 

THE CONSTITUENT COMPANIES. 

There were throe classes of companies that entered into the combination. 
First, they had all the stockholders and members of the following I t companies; 
The Acme Oil Company (New York): Acme Oil Company (Pennsylvania); 
Atlantic Refining Comiiany of Phil.adelphia; Bush & Co., Limited; Camden Con¬ 
solidated Oil Company; Elizabeth Acid Works; Imiierial Refining Company, 
Limited; Charles Pratt & Co.; Paine. Ablett&Co., Limited; Standard Oil Com¬ 
pany (Oliio); Standard Oil Company (Pittsburg); Smith Ferry Oil Trans))orta- 
tion Company; Solar Oil Company, Limited; Stone & Fleming Manufacturing 
Company, Limited. All the stockholders and members of these corporations and 
limited partnerships were required to sign an agreement to turn in their stock 
(exccjit imongh to jireserve State organizations), as I have exjilained to you. A 
second class of companies consisted of the interests of W. C. Andrews, .Tolin D. 
Archbold, and a long list known as the individual owners, who signed the original 
trust agreement. A third class consisted of coqiorations, Ha in number, which 
assigneda controlling interest in the companies to tho trustees. They were: The 
American Lubricating Oil Company: Baltimore United Oil Company; Beacon Oil 
Comiiany; Bush and Denslow Slanuf’acturing Company; Central Refining Conr- 
pany. of Pittsburg; Chesebrough Manufacturing ('omp,any; Chess Carley Com¬ 
pany; Consolidated Tank Line Company; InhandOil Company; Keystone Refining 
(lompany; Moverick Oil Company; National Transit Company; Portland Kerosene 
Oil Company; Producers’ Consolidated Land and Petroleum Company; .Signal 
Oil Works, Limited; Thompson & Bedford Company, Limited; Devoe Manufac¬ 
turing Company; Eclipse Lubricating Oil Company, Limited; Empire Refining 
Company. Limited; Franklin Pipe Company, Limited; Galena Oil Works, 
Limited; Galena Fann Oil Company, Limited: Germania Mining Company; 
Vacuum Oil Company; H. C. Van Tine & Co., Limited; and Waters-Piervo Oil 
Company. These .'19 companies, with the long list of individuals, are all that 
entered into the original Standard Oil Trust; The respective stockholders, part¬ 
ners, and individuals, on an appraisement agreed upon, received new trinst cer¬ 
tificates for their proiwrtionato interests in the stiKik or assets transferred to the 
trust. 


APPRAISEMENT OF THE HUSINP.SS OP THE CONSTITUENT COMPANIES. 

Q. Will you toll n.s, first, how this anprai.semont was m.ade .and what its basis 
w.as?—A. Well, the consideration for the transfer and conveyance of the money, 
property, and business of each of the Standard Oil Companies was trust certiii- 
cah's of the Standard Oil Trust, issued by tho trustees of the trust, equal in par 
value to the appraised value of the money, property, and business so transferred. 
The stock was to be delivered to trustees provided for in the trust agreement and 
their successors, and no stock was ever to be issued by any of the contracting 
companies except for money, property, or business eijnal at least to tho par value 
of the stock so is.sned, nor was any stock issued by any of said companies for any 
purpose, except to tho trirstees herein provided for, to be held subject to the 
trusts hereinafter specified. There was not any watered stock. They entered 
the trust at the actual appraised value; tho apprai,sers were interested men, and 
it would have been of no advantage for them to infl,ato it. They attempted to get 
actual value, and on that basis they issued trust certificates. 
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Q. Probably Ibo sollins value at ordinary sale?—A. It was placed on the 
income value—its selling value. The trust agreement jirovided for 9 trustees to 
be elected. The first three were John D. Rockefeller, O. H. Payne, and William 
Rockefeller, and they wore elected to hold office tintil the first Wednesday of 
April, 1S8,5. The next three were J. A. Bostwick, H. M. Flagler, and W. G, 
Ward(!n, to hold offict; until the first Wednesday of April, 1W4; and the next 
three, Charles Pratt, B<mjainin Brewster, and John 1), Archbold, to hold office 
utitil the first Wednesday of April, lH8;i. The trustee.s were thus a continuous 
body. In tbe beginning there was one-third for J years, omethird for 3 years, 
and one-third for 1 year, who held office until their suiu'cssors were duly elected 
and (lualified. The :J9 original companies were subse(jucntly mcrg(;J into 30 
conii)anies, A list of the 21) companies .and the capital stock, the nominal capital 
stock as they now exist, is about as follows; 


OoinjianieH. 


AnploAmcrif^an Oil C<»., Liinitt'd.. 

Atlantic^ Roftniiit? Co.. 

Buokeyti Pipo lano (.'o. 

Eureka Pipo Lino (Jo. 

FovoBt Oil Cc».-. 

Indiana Pino Lino (’o... 

National iTannit Co.. 

N»iw York Transit <’o. 

Northorn Pipo Lino Co.., .. 

Northwosti'rn Ohio Natural ((as ('< 

Ohio Oil Co. 

Solar Roiininj? < Jo.— 

Southern Piini Lino Co.. 

South Ponu Oil Co.. — 

Standard Oil (Vi., Indiana__ 

Standard Oil (Jo., Kontuoky. 

Standard ()il (Jo., Now Jt'rsf'y 
Standard Oil (Jo., NfW York . . 

Standard Oil (Jo., OJiio. 

Union Tank Line Co.. 


(’apitali/atifdi twoiity oorporatiniis.. 

EXff-HM... 


Apjjraised 

valuf*. 

CJa]jitaliza- 

tion. 


$.5.oof>.ono 


.5.000,000 

7.S>41.().‘18.15 

10,IK)(),00(J 

1.547.055.1») 

5,0(MUI00 

8.5:».kl3.1l 

5,500.000 

2.014,<r>T91 

1,()()I».000 

2.5.7'.Hi,7l2.!r7 

2.5.455.:i()0 

4,‘«r>,:H)I).oo 1 

5,000,(100 

707,007.00 

1,000.000 

I.JRHi. 700.00 

3,278. .500 

0,2«i0, J17«.(4 

2,000.000 

711.79:1.07 

500,000 

:k279.01S.Ji8 

5,000.000 

:k021,0i54.«7 

2 .r>()o,ooo 

l,o:{«.51o. 01 

1,000.0(10 

3,004,000.78 

i,4H)0.0(l0 

il.JKkittJi, :io 

10,000,000 

10,772,180.20 

7,000.000 

3, •120,014.72 

3.500.000 

3,057,187.41 

3..5(IO.OIN) 

121.031,.312.0:1 


i02, 2 : 1 : 1 ,700.00 


19.397,012.03 . 

1; tin* excess of value 


over and above their capitalization at the dat(' of this invemtory was i;l9.:t9',C13,(ia. 

Tins INVENTORY IIASEI) UPON TIIUIU OW.N TESTIMONY. 

Q. Will you make it clear what you have based this inventory upon and who 
t(>()k the inventory?—A. It was taken hy the representatives of the trust ciutifi- 
c,ati< holders, I think. 

Q. (By Mr. North.) On what basis was that appraisal made; do you know 
that?—A. I asked Mr. Rockefeller the following (luestiou: “Give the surplus 
money in tlu,‘ hands of each and every coustitnent company, corporation, and 
limited partnership as rejiresented by trust certificates of the Standard Oil Trust 
on or about .Tanuary 1, 1893, and how much after tin; payment of their last divi¬ 
dends, stating when sucli dividends were declared and paid and tlie total amount 
of each, and whether said dividends were tunied over in each and every case to 
an official representing the Standard Oil Trust.” And this was the answer he 
gave: 

“ I have not in my possession or power data showing the surplus money in tlie 
hands of eacli and every constituent company, corporation, and limited partner- 
sliip, as represented by trust certificates of the Standard Oil Trust on or about 
January 1,1893, nor the amount of such sui-plns money in tlieir hands after the 
payment of their last dividends. During the year 1893 a careful inventory and 
appraisemimt was made of ail the assets of said compaiiies, and the result was 
found to be as follows:” (The above figures are taken from this ooiiiplcto 
answer.) . 

CJ. That was tlicir own appraisal?—A. That was their own appraisal. We 
were (diliged to take that, as they refused to produce their books. There is a mat¬ 
ter nowpending before thocourtsof Obiowliether or notit iiiv.ades coiistitutional 
privileges if they are required to disclo.so their books for such purposes. We Iiave 
asked lor tlie books, or original testimony, so far as it liears upon onr litigation. 
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DIVIDF.NUS ANLI THH VAI.UK OF TIIH TUUST OEUTIFICATES. 

I then asked for the last dividends of said companies, prior to November, 1897. 
The copy of tlie record of the Ohio supreim* court proceedinf,'s. that I leave with 
yon, will give yon the list of the companies and amount of dividends paid hy eaidi. 
Some of the (amiiianies jiay iinarterly dividends, some annual, and others, appar¬ 
ently, have declared no dividends for the last yiair, 

LIST OF IIIVIDENPS. 

The last dividends of said comiiauies in'ior to November 9, 1897. were as 
follows: 


Anglo-American Oil Co., Limited..Time 1"), 1897- -. §.■>0(1,480.00 

Atlantic Eefining Co., Mar. l.T. 1897-.-. - - - -. 1,999,(100.00 

Buckeye Pipe Line Co.,Sept. 1.-), 1897 .-, __ -- - 11,999,780.00 

Enri'ka Pipe Line Ci>.,Sept. l.T. 1897-.. ... ,999,808.00 

Forest Oil Co., Oct. 110,1891 ... 287,100.00 

Indiana Pipe Line Co,, Mar. ir>, 1897_ . .. -- 999,1.-)0.00 

National Transit Co...June 1.9,1897.- - - - 2,.94.9,47.9,00 

New York Transit Ci>., Mar, 1.9,1897 . - - . 1,999,000.00 

Northern Pipe Line ( '■>.. Scjit. 1.9,1,SOT. - - _-.. 2l!'2,244.2.9 

N. W. (Ohio Natural Oas Co., Sept. 15,1897 .. . - -- 29,497.50 

Ohio Oil Co...June 15,1897 . .. ... 999.887. .90 

Solar Refining Co.. Jiini' 15,1897 -... ., 1 17,2111..90 

Southern Pipe Line Ci>..S<')>t, 14.1892 . .. .. 1100.000.00 

South Penn Oil Co., June 15,1807 . .. . . . . 2,498,900.00 

Standard Oil Co. (Indiana). Mar. 1.9,1897. .. 099,1100.00 

Standai'd Oil Co. (Kentucky). Mar. 15. 1897-. . .. 1,998,000.00 

Standard Oil Ci>. (New .T('rsey), Se|it. 15,1890.. 2,499,77.9.00 

Standard Oil Co. of New Y’ork, .Tune 15. 1897 .. _ -_ .- .. 1.749,725.00 

Union Tank Line (.'o.—no dividends declared. 


No dividend, the company claims, has been paiil hy the defendant comi>any since 
the distribution of suri)ins made on Maridi 17, 1892. Prior to August 5. 1891, the 
detenilant cmnpany \va.s the owner of a large n umber of tank cars, most of which 
had accnmnlated under tlic management of the trustees, which were rented to 
other co]n])auies. Its .st ckholders and director.s determineil that it sliould dis¬ 
continue tlie transportation business, Jind on August 5. 1891, the defendant com¬ 
pany sold its tank cars to tin'Union Tamr Line Company, andreci'ived inpayment 
therefor the sum of .$ 11 ,.909.99(1. ()f this sum. on March 17, 1892, it handed over to 
the trustees §li.219,.9 l9 for distribution hy them among tlie holders of trnst cer¬ 
tificates, this being the distribution referred to in the answer filed hy this com¬ 
pany. and. the company claims, Hie only distrihntion or paynn.-nt made hy tlie 
defendant ei.impany to the trustees since the former decree of this court. Tills 
sum. or tlie balance remaining thereof after settlements of contracts, agreements, 
and accounts hy said trustees, as sliown in their resolution of May 1(1, 1892. was 
distrilinted to the holders of the trustcertifieat.es-. Tlie siiqilus since accnuin- 
lati'd in the hands of the defendant company amounts to $799,099, whicli is invested 
in (Tovi-irnment bonds. 

The aii.swers to the preceding interrngatorie.s are all rve have to show to whom, 
in every case, dividends wen* paid. They were paid in each case by tin' company 
declaring the same to its stockliolder-s of record, the liipiidating trustees receiving 
dividenils from companies other than this defendant upon that iiortion of the capi¬ 
tal stock of the said several companies which is held by them, awaiting reissue to 
the dividend owners thereof on surrender of trust certificates. 

Q. (By Mr. Jenks.) They are not all ipiarterly't—A. No. 

(^. Can yon give the distinction'^—A. 1 can not give you the distinction. I will 
furnish yon with a list of the entire dividends, at the last payment, inelnding the 
(inarterly, which amounts to something over $24,990,9()(). According to that, 
the value of trust certificates is to be estimated at -Hiout 480 or .909 iier cent, and 
since they have it in their power to control the retail iiriceof oil, they can, by rais¬ 
ing or lowering it, make a dividend at about what they please. They have raised 
the retail price of gasoline and oils at noncompetitive points since thi.s suit was 
instituted, and it has the effect of increasing the value of their trust certificates. 
I can give yon the dividends tliat have been declared since 1892. 

(^. Could yon furnish us tlie prices at competitive and noncompetitive points't— 
A. Yes; I will do that later. .Inst [irior to the date of-Oeneral Watson’s decree 
they organized a Union Tank Line Company, and they tiKik out of the business 








STANDARD OIL OOMBINATK^Ns:—MONNKTT. 


303 


of the Standard Oil Company of Ohio the assets formerly used in the transporta¬ 
tion of the refined products, amounting to $:{,r)00,00(), so that these constituetit 
companies now have their resp<‘ctive departimaRs. As I narrated in the 0 ])enit)f? 
of iny testimony, although substantially the same men ar«^ in control, the com¬ 
panies have different functions. On March 17, 18fl‘7, they toned «>ver to tlie 
trust(‘es ot the trust for distribution, after the decre<* of the court against the trust 
(which is one of the things we claim to lx* a violation of tin* order of the court) 
the ^IhoOO.OOO assets so acipiired; and that was distribut(‘d among tin* holders fd' 
the trust certiticutes after the courts ordered them to withdraw from the trust. 
They were interrogated further as to what tlu'y liave since* dota* with tin* a(u*u- 
iimhitions of the Standard Oil Comi)any. They have attemided to ac(^ount for 
their accumulations hy cdiarging off in profit and l<»ss a(-counts by way of depre¬ 
ciation in the plant. These figures I CU71 furnish you. Mr. S(nuri*s claimed (he 
refused to produce the books) and gave as his conclusion Fi'hruary 7, IHin, that 
was charged off for depreciation ot plant Di-comber :n,*lHm,and on 
or about May Kl, 1R0(), they charged off more for depreciation of plant. 

Tlu^y liold .S7(H),(K)() in Governim*nt bonds. 

Q. Is tliat amount chargcdolt for depreciation supposed to include the dismantling 
of any plant th(‘y had pundiased and put out of operation?—A. No. Tlic Stami- 
ard Oil Oom]>any, as a ••going ” concern, had aceumulah'il assets all thest* years, 
according to our tlieory. They only redeeim-d 51 and a traction per cent of tru^t 
ci-rtificati-s, or euougli to have the control, and llu'y continue jis tla-y always hav<‘.' 
These Standard Oil trust certiffcates are still on the market, and are nourished 
in some way, or th(*y would not be ])aying these trust-certificate <lividends. The 
otlu'T M.) companies must at least he nourishing them. The Standard Oil Com- 
])any of Ohio iiad I o account for tin* distribution of its iticonn'. It had this theory, 
vi/, that it has eju ned nothing since tln^ deertn*, but will not juoduce the commer¬ 
cial hooks to corroheratc it. 

HOOKS BUKNKI) UY THE THIST.- 

Ihnv about the charge of Imrning their hooks'?—A. We ad.ionrnod on tin* 
night of F(“bruary 15, on Thursday, and they were reipiircd to apj)ear before tie- 
court on the following Tin*sday to show reason why tliey should not abide by 
tin* Ol der of the master and the d<*cr(K^ of the court and produci* their c<uiimercial 
hooks. We r<‘ceived an anonymous coiumuiiication that tln-y had burned their 
hooks. We Hubp(t*naed certain ])arties and had them testify ns to ih - faci. Tin- 
information to the State, after following up the matter, was that tln-y had burued 
Ibboxi-sof books. I give you Mr. McNirneys testimony buicbiug upon tin- 
sub.i<*ct. 

Attoriiey-rteneral Monnett then read extracts from the testimony f>f Mr. John 
McNirney as to the burning of tin* hooks. Tin* direct examination of Mr. McNir- 
ney in full is as follows: 

John MoNirnf.V, of lawful ag(y being by me first duly sworn, as hereinafter 
(•(‘rtified. dejioses and says as follows: 

(By Mr. Monnett.) State your name and residenc<ri.o tin* notary. -A. John 
McNirin*y. 85 Oregon. Cleveland, Ohio. 

(^. What is your business, Mr. McNirney'? What com[):vny are you working 
for'?—A. Tin' Standjird Oil Company. 

How long have you Ixxui working for them, and what time'?—A. Three yc-avs 
next Se])tember. as ear builder amt re])air(*r. 

On what street is their ear-huilding works?—A. On Broadway. 1 helievi*. 

Q. Wlu've are tlie gem^ral offices ot the Standard Oil?—A. As I understand, on 
Euclid avenue, what they call the Standard block; and tliey have get amAher 
gen<*ral offiee for tin* shop on Broadway. 

C^. Then pari; of the works is on Independence str('i*t, is it not?—A. t believe it, 
is. Now. t don’t know anything about that. I know that the works wln*n* I 
work is on Broadway. 

(^. In the car shops?—A. In tlie car shops; the hill shop. 

Q. You may state whether or not you wore called. (Hi or about Saturday tin- 
IDth of Noviunher, to the general offices to do any work in the way of removing 
boxes or books, or anything.—A. Yes; I was. 

< 1 ^. You may state .inst what that work was, and commence with the first. 
What time of day did you get there?—A. We got thereabout 11 o'cloek in the 
forenoon. 

Q. What was the first thing you did? What did yon Indp do?—A. The first 
thing we did was to lower a lot of books from the fifth story t<» tie* ground floor. 

> See Mr. Aivlibold.p.Wt. tlio tcHtiinuny of Mr. Arcin)ol(l.ii.543. 
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Q. Lower them?—A. I didn't saj; hooks; I say boxes. I don’t know what was 
in the boxes. To lower a lot of freight boxes—supply boxes. We call them sup¬ 
ply boxes. 

Q. Did you help pack the boxes or anything'?—A. No, sir. 

Q. Whom did you lower them to? What teamsters, if you know any of them?— 
A. There wasM teamster th(;ro, but we was going to take the books—I say boxes— 
out in front; Imt, as I nnderatood, the janitor objected and siiid wo must not 
take them out in front; we must take them out in the rear of the bnilding. 

(J. You lowered these boxes with a tackle from the rear window?—A. No; on 
the pa.ssenger elev;itor. 

CJ. You low<*red them with that?—A. With that; yes. sir. 
y. What was done with them after that? What teamster?—A. We took them 
up again. When they objected, we took them upstairs again. 

Q. Then wliat was done witli tliem'?—A. Tiien we lowered tlnmi from the hack 
window down in the yard iii the rear. j 

O. What kind of a device did you use to lower them with?—A. A tack e. 

Q. What teamsters, if atiy, got them'?—A. I could not tell you. I could not 
swear to the name of the teamster. I know him. but in our capacity we don't 
come in contact with the teamsters very much. 

Q. Was Edward O'Hearu one of them'?—A. I could not sw(aiv tluit was Ids 
name. I would not swear that was his name. I know him p<'rsonally. but I 
don't know his name. I meet him every day,b\it I don't know what his name is. 
Q. You wonhl know him if you saw him'?—A. Yes. 

Q. A black-mustached man. about your age?—A. An Irishman. 

Q. A little heavier set.'?—A. Yes, sir; I would know him it I saw him ag:dn. 
I see him every day. I ilon't know his mime. 

Q. Was there any other man assisting'?—A. Yes. sir. 

Q. Who assisted you'?—A. Moran. 

Q. Moran: what is his business’?—A. He is a car builder ;ind laborer. 

Q. Do you know a man by the name of (.xabeline'?—A. Y'es; 1 know him. 

Q. Did he assist you'?—A. I belhwe he was at- 

Q. Where was he; at the offices or the carworks?—A. At the general offices, 
y. Do you know a man by the name of Shafer’?—A. Yes. 

Q. Was he assisting in any ivay'?—A. I bidieve he was lln.Te, too. 

Q. At the general offices'?—A. At the general offices. 

Q. What did they do'?—A. They assisted to lower the boxes, 
y. After they were removed and taken down the tai^kle, then where wm-e they 
taken to?—A. I believe they went to the warehouse. 

y. Did you ever afterwards see them; ,and if so. what did you do with iliem? 
Did you after that see the same boxes'?—A. I saw tins books; I don't swear they 
are books, because I don’t know what was in the boxes. 

y. Where were they when you saw them the next time—the same boxes’?—A. 
In the warehou.so. 

y. You may state, then, if you had anything to do with tin? opening or burning 
any books about that time.—A. Yes, sir; we did burn some of those books next 
Monday. No; we didn't burn them all; 1 don't think we burned all we took out. 
I did not keep no track, and wasn’t interested, and don’t know how many books 
we bunied. 

y. Did you have more than one burning; were you at it more than once?—A. 
Yes, sir; twice. The first lot we bunied in the car-shop furnace, 
y. 'What sized hooks were those?—A. Large and .small. 

y. Hive the size of the bigge.st ones, the thickness.—A. That high [indicating]. 
y. That would be 34 feet high?—A. Well, I don’t know. I say about 20 biches. 
y. The hooks were about 30 inches?—A. The chest about 30 inches, and tln^y 
come up to the top. 

y. About how thick were they'?—A. All sizes; I didn't pay no special attmilion. 
We burned some big boxes and some small ones. I wouldn’t swear how big they 


were. 

Q. You held this way: about 8 inches high and fi inches wide.—A. We didn't 
pay much attention, because wo had to get them inth.ere quick. I know they were 
large, heavy books, almost as much as a man could lift, some of them; what I 
call ledgers—large books. 

y. Did you burn up loose pajicrs'?—A. Yes, sir; we burned papers and letters 
in a sack. 

y. How many were left to bum the next night or on Monday night, you say'?— 
A. I think we burned S) chests and B sacks. Those sacks were all letters; copying 
books, I should'think, or something like that. Loo,se i^ipers, waste paper, I say. 
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Ldttcr-imiKS tiooks and letters and waste paper?—A. I sliould say waste 
paper. 

Q. Hdw many cliosts wei-e there originally, about: do you romeniber how many 
made a load?—A. Sixteen, I believe, made a load; 1(1 chests. 

t). At the furnace, who hfdped you throw them in?—A. Moran. 

tj. What is his position?—A. Cal' builder and repairer. 

Q. What i.s his first name, do you know?—A. I couldn't tell that; you know, 
altliough I know him 3 or ;i years, yet I don’t know his name. We work with 
them every day and don't know their first names. 

Q. Is ho your boss?—A. He is a young fellow; h(i used to cut l)olts; Ins was a 
kid, about 30 years; la; used to cut holts. 

tj. Were tliere any of the books that were not burned tliat were concealed down 
there in tlnit package or hid away? 

(Obiectcd to.) 

A "What I know—I don't think we burned all the hooks, because w<! took more 
than wo burned, as bir as I know. I don't know anything ;ibout that. 

Q. Who else about the oftice.s up there-at the general offices—assisted in this 
in any way besides Moran; do you know?—A. In tlio burning of the books: 

t^. Either at the offices or in the burning of the books; what otlier i)arties?—A. 
I don't know tlieir names. 

Q. What part did Habeline—did lie help take them out of the boxes?-A. No; 
he didn’t help to take anything out of the boxes. He did not know what was in 
the boxes. 

Q. He just helped move the boxes up at the offices?—A. Yes. sir; we were sliort- 
Inuided. and tliey sent a party from the car shop to assist us lo:id the boxes at 
night. 

Q. Were the boxes themselves loaded at night, after they were taken down by 
the tackle?—A. The boxes were locked wheir we wont there—all nailed np and 
locked, securely locked: I dorr't know whether they were securely locked; some 
of tliem had no locks on. 

t^. Yon described, if I understood you. as havingtaken them down, or a part of 

them down in the elevator first, and then the elevator man-,—A. The janitor 

objected, and we hadto take them np, if I understood that. 

Q. The reason you had to take them back again and he would not let you come 
down the front way, you had to take them out of the back window?—A. Yes, sir; 
that is the reason wo liad to lift them to the third story and lower them out of the 
back. We could have done very (piickly if we could have taken the boxes in the 
front. 

Q. What, street, then, was tin' wagon backed np on?—A. Thei'o is no street there; 
it is a yard. 

Q. How many different teamsters do you think had a hand in hauling the sluff?— 
A. Now. I think there was about three; I don't know (he name of the teamsters; 
the first load I d< m't know anything about. They took the first out on Friday—took 
tlmt up to the offices, ;ind we destroyed that load in the morning. I don't know who 
brought th;it load ui>. 

Q. Was it Saturday morningthat you destroyed them?—A, Yes; Saturday morn¬ 
ing, and O'Hearn. I guess, was the man's name that took the 3 loads on Saturday 
night. 

Q. Were tiiey the same boxes each time, and return the empty boxe.s'?—A. No, 1 
would not s;iy the same boxes: they have lots of boxes—:iny amount of them, hun¬ 
dreds of boxes. 

Q. Wlmt kind of sacks wore those'?—A. Gunny sacks; common ones. 

Q. About how high would they be when they were full'?—A. About that high 
I showing I. 

tj. About 3 feet high’?—A. Potato sacks; what commissioners use for potatoes. 

y. Gunny sacks, such as commissioners use for putting potatoes in?—A. Yes, 
sir. 

Q. The first time you burned them, ;ibout what hour did you commence burning 
them down there in the car shops'?—A. I don't know about the hour; probably 8 
o'clock. 

O. Saturd;ty morning'?—A. Half past 7 or 8. 

y. On Saturday morning was the first'?—A. Yes, sir. 

Q. Then when did you commence on the second time?—A. We commenced then 
about—Monday we commenced about 10; maybe half past 10. 

CJ. The same parties present each time'?—A. Yes, sir. Now, not all the parties, 
because only 3 of us fired the jmmp-house boilers. 

Q. Why (lid you change from the car-shop furnaces to the pump-house boiler'?- 

8;ja- ‘M 
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A. As 1 understood it, because tliey put the steam down—the books would not 
burn. 

Q. How do you mean—putting the steam down?—A. In the car shops they fire 
witli shavings'from the cooper shop and car shop; there is nothing but bones and 
shaving and small stuff goes in there. 

Q. It don't keep a steady fire?—A. Yes; the shavings keep a steady fire; butwhen 
books went in they didn’t burn rapid enough to keep steam up, so the steam went 
down. 

Q. And then you had to go over to the other shops. 'What kind of furnaces 
have you at the seeond’shop'?—A. .Inst a common—I guess Sterling boiler; I don’t 
know the name of the boiler. I know we fired the boiler from about 10 o'clock, 
I guess, tiU halt past 1—we put these books in. 

Q. Large, solid books burn fast or slow'?—A. I judge they burned kind of slow. 
Paiier burned all right and kept up good .steam. 

Q, But the heavy book's in the fir.st furnace practically put the fire down so low 
that you could not run'?—A. I don’t know; but that is what I understood. 

Q, How far i.s the second furnace from the first one—the same building?—A. 
No; there is the pump house on the river, and the car shop is on the hill. 

Q. The last books were burned by the river in the pump house'?-A. Down by 
the river. 

y. 'Wlio all did you .see up there at the general offi<ies besides the two yon have 
given? Moran is one yon have given and Gabeline is another.—A. He don't 
know anything about the burning of those bestks. 

Q. Moran Indped you at the general offices; Moran helped you each place at 
the general offices'?—A. Through the whole transaction. 

(^. Through the whole transaction'?—A. Yes. 

y. From whom did yon get your orders to go up to the general offleew and do 
the burning?—A. The cai'-shop foreman. 

Q. That is tliis Mr. Moriin'?—A. No. 

Q. 'Who i.s the car-shop foremiin'.'—A. His n.aine is (ieorge Fields; he is the car- 
shop foreman, or was at that time, because the master car builder wa.s iiway at 
that time, and he was acting as master car builder. 

Q. 'When did ho give you these orders, with refi?rence to the first that you 
started out; on the same day, ?)n Friday'?—A. 'What oi-ders? 

Q. To go after these books, or to go up to the general offices'?—A. Yes, he gave 
mo orders to go up to the general offices and get these books. 

Q. About what time of day was that on Friday'?—A. On Friday, I .should 
.judge, about halt pa.st!) or 10 o’clock in the morning. We got up here about II. 
1 should say, as ne;ir as—I would not swear to the exact time, because I don't 
know, thon’gh it was before dinner time when we got up there; the clerks were 
all there yet. 

Q. The clerks were all in the office yet?—A. When we got up there, 
y. Was anybody in the offl<^e when you were moving these boxes out'?—A. 
Th(‘y were all in tlMu-e—all the clerks. 

y. Did anybody up there giv(^ you directions about getting them out other 
than Moran? Who gave you directions about where to get the Itoxos up at the 
offices'?—A. They hiid the boxes tagged for distribution. 

y. What pbn-es were they taggwl to—to what places were you to take them?— 
A. Well, now, I couldn’t tell that; I don’t know whether they were tagged for 
the car hill shop, or just Charles Hogan, for distribution, 
y. 'Who is Charles Hogan'?—A. He is general superintendent, as I understand. 
Q. T.agged to him. Where does Charles Hogan hold forth'?—A. What is that? 
y. Where does Charles Hogan have his headquarters, at the Broadway or Inde¬ 
pendence street shop'?—A. I believe his headquarhirs is at Broadway, 
y. What kind of a looking man i.s he'?—A. A fine looking man. 
y. Black-monsta<;hed man'?—A. No. He is a young man; he has got no mous¬ 
tache at all; smooth-shaven, clean-faced; not a very oldish man. Me is superin¬ 
tendent. He can tell you more about those books than I can. 
y. That is Charles Hogan'?—A. Charles Hogan, 
y. I was informed he could, but we were not able to subpeena him yet. 

Q. (By Mr. .Ir.NKS.) You believe these books that were burned were the ones 
you required Mr. Quires to produce?—A. That is the fair legal presumption from 
the testimony, considering the size of the books, the size of the boxes, the num¬ 
ber, the circumstances, and the refusal to produce them afterwards, although 
Mr. Kline in open court stated that they had not destroyed them, that they had 
them yet, and that they would not produce them pn the request of the chief 
justice of the court. They absolutely refused to lu-oduce them, and relied upon 
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their constitutional privilege to refuse to answer. The exact testimony as to the 
burning of the books I will furnish you for your own conclusions. The only pur¬ 
pose in bringing it in here is to show you we arc adopting their explanation as to 
their profits, the way they distribute them, etc., the reason being that we do not 
have the substantive evidence which they keep from the public,. 

Q. You have spoken of the trust certificates—i>erhap8 you can furnish us a copy 
of those.—A. Yes; I also hand you this list of dividends declared by the Standard 
Oil Trast and the amounts. It is part of Mr. Rockefeller’s testimony. 

niSTRinUTION OF THE TRUST CEHTIFICATES—SAI,ARIF.S. 

Q. (By Mr. Phillips.) For what period?—A. Covering from 1893 to date, if 
you wish them. If you (;are to have it, I will furni.sh you a copy of a share of 
trust certificates that were issued to the original stockholders, Mr. Rockefeller 
receiving more than any other man. He received, .lanuary 1, 1883, for his stock 
in the Standard Oil Company of Ohio alone, 191,700 trust certificates. His inter¬ 
ests in the Standard Oil Company of Ohio netted him in trust certificates alone, 
at that time, a par value of $19,170,000. Mr. Rockefeller receives $30,000 a year 
salary, as I understand it, from the Standard Oil Company of Ohio, which was 
the amount he received originally as chainn.an of the trustees of the Standard 
Oil Trust. The trustees of the trust held 4()(),380 shares. They also ludd more 
than half of 35,000, about 33,314. Mr. Rockefeller seems to have held the majority 
of these, or the balance of power—that is, of the 17,500 shares he holds 9,585 shares. 

HR. ROCKF.FEI.LER HAS ABSOLUTE CONTROL. 

Q. That gives him, individually, absolute control?—A. Yes; it is a scheme 
whereby, when these 20 companies were once in the trust under the control of 
the 9 trustees, Mr. Rockefeller could control the trustee.s. It is practically a 
1-man power for the whole organization, and when you look at it, he, as an indi¬ 
vidual stockholder, assigned to liimself as a trustee, and then as a trustee assigned 
to himself as liiiuidating trustee, which he is still. He has, with his henchmen, 
the power to fix his own salary and those of the trustees, and when sifted to the 
bottom 1 think it is a fair deduction to say that he has control. 

Q. (By Mr. Jenks. ) If I understand yoii, he does not netal the aid of his “ hench¬ 
men?"—A. Not for part of these companies. Before a man could have his trust 
certificates reconverted into constituent stock and get out of the trust he would 
have to hold $60,090 worth. In other words, the men who hold the larger 
amounts and who are the trustees, are able to convert their certificates and still 
hold the balance of iwwer in the 30 constituent companies, having the voting 
power now as they had before. They have, to all intents and purposes, the oppor¬ 
tunity, at least, to absolutely control the 30 companies as much as they had 
before the decree; the decree has not bothered them except in bookkeeping. 

Q. Will you make it a little clearer how the organization of this company 
brings tliat about?—A. I understand that the owners of the original constituent 
stock, in turning it all over to the 9 trustees, got in return a fra<;tional part of 
the stock of every one of the other comiianies. When they came to convert their 
trust certificates back into constituent stock they did not own a distinct portion 
in any one company, but a iiortion in all the 30. They might have enough 
trust certificates to securi!, wo will say, 3 shares in a large company and but 3 or 
4 in any others, but not enough to secure more than fractional shares in the 
small companies, from which they could receive no dividends, fractional shares 
not paying dividends.* Therefore, tliere is no inducement to persons holding trust 
certificates to turn an investment paying 35 per cent on their original purchase 
into something for which they can get nothing, viz, scrip or fractional .shares. 
Such jicrsons are forced to stay in the trust, or hold trust certificates; but the 
larger owners can get theirs reconvm’ted, and they, being so few in number, and 
being trustees, are still in command. 

AMOUNT OF PIVIDF.NDS PAID BY THE TRUST. 

Q. You Stated that the holders of the trust certificates were receiving 35 per 
cent on these certificates.—A. I will give yon the exact figures. I should say that 
the 973,500 original trust certificates only represents a part of them, for they had 
it in their power under this contract to issue practically what they pleased. 
December 15,1898, the liquidating trustees, that is, Mr. RiK-keteller, representing 
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the Standard Oil Trust eertificatos, held their mooting Nnveinlwr H, 1898, ut 36 
Broadway, and Deceinher 1.9. 1898, adopted the following resolution; 

New York, Dacemhrr If,, ISOS. 

At a miu'ting of the liijuidating trustees of Standard Oil Trust, hold November 
6, 1898, the following resolution was adopted: 

Jlc.tohvil . That there bo divided, from the income of the stocks .still remain¬ 
ing in the hands of the liipiidating trustees,asumo(|ual to three dollars ($;!) <ipon 
each share of said trust; also a further .si)ocial sum equal to four dollars (.‘j;!) 
upon each share of said trust, payable on and after December 1.9, and that the 
tran.sfer books be closed from 3 p. m., November 16, to 10 a. m.. December 16, 
1898, 

Enclosed i)lea.so find cheek on National City Bank of New York for your pro¬ 
portion of the distribution, in accordance with tlie above resolution. 

No acknowledgment. 

(Signed) Wm. T. W.vrjiweli,, 

Assistant Tmtunrer. 

The following is the form of the check; 

No. A B 3.53:!. New York. Dceciiibir If, ISOS. 

N.\T10N.\1. CITY B.v:iK. 

Pay to tlie order of Geo. Rice forty-two dollars. 

TuCSTEES to LiqllDATE STAN'D.IRI) Gll. TrCST, 

By n. M. Feaiiler, 

,$43.(K). rreasiino-. 

Being (piarterly payments, these dividends would be at the rates of 13 and 16 
per cent per annum, which would be nearly llO per cent for that year on the origi¬ 
nal basis of value. According to this, .95 per cent would seem to be a fair deduc¬ 
tion. In 1893, after distributing 15:1.131,73.5 suriilus, which they had on hand, 
among the holders of 973,.500 shares, they distributed $3.31 on each $100 of sur¬ 
plus. On March 15, June 13, and September 15. 1893, they paid $:! a share uiion 
the trinst certificates. Gn May 30. September 15, and December 15. 1893, they 
paid $3 a share, and on March 15. June 15. September 15. and December 15. 1894, 
$;! a share. 

Q. (By Mr. Piiir.pirs.) Is ,$:1 a share generally a (piarterly payment on $100? 
That amounts to $3,000,000 per ijuarter. $13,000,000 per annum.—A. Their divi¬ 
dends at one place were given at $31,000,000. That included the dividend on 
stock, 51 per cent of the trust certificates havdng been turned back into stock, 
while 49 per cent are still held as trust certificates. ‘ That is the dividend annually 
on the trust certificates. 

Q. Three dollars per share each quarter?—A. Yes. On March 15. 1895. they 
paid $3 a share, less the income tax, which, I suppose, was returned to them; on 
June 15. 1895. they paid $:i a share, less 6 cents per share, in anticipation of the 
income tax, the income-tax case being then in the hands of the court; on August 
31,1895, they paid $3 a share, and on November 30.1895, they paid $3 a share and 
$5 extra. I'he next quarter, March 17, 1896, they paid $11 a share and $10 extra. 

Q. That would be $13,000,000 in that quarter?—A. Yes; that quarter. On 
August 4. 1896, they paid $3 regular and $7 extra; on November 5. 1896, $3 regu¬ 
lar; on November 18, 1896. $:! regular and $3 extra; on Fehrnary 17,1897, $:i.07 
extra; on May 19, 1897, $3 regular and $7 extra; on November 17.1897, $3 regular 
and .$5 extra. That takes it up to the time lor which I asked data. I have sum¬ 
marized liere somewhere tlie total dividends p:ud up to that date. I think 1 can 
get that for you. I have snmmarized it in a statement to the court. 

salaries, htc. 

What the 30 constituent companies paid out to directors and their respective 
officers we have no means of ascertaining, except for the one Ohio company. It 
is probable their salaries run from ,$40,000 to $.50,000 for the president of the larger 
companies. Of course, under the decree of the court, they have to pay these sal¬ 
aries through some other device than the trustees. They must now pay them 
through the constituent stock companies. Mr. Rockefeller, on cross-examination, 
said he receives his income or dividends from his holdings, .pist the same now as 
he did when they were in the trust, but in a different form. He receives them as 
holder of a certain nnmlier of shares in the 30 companies, which he says are now 
resolved into constituent stock, while before that he received it in dividends on 
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trnst Dsrtiiicatos. Mr. Corrigan’s testimony and the pleadings set forth that Mr. 
Kockefelhir held, sinee 1893, a largo blo<5k of those trust certificates as collateral 
security and was the beneficiary of the income for his protection. As I said, that 
was in a separate suit, and will be found in the testimony of Mr. Corrigan. 

VALOK OF TRUST CERTIFICATES BASED UPON INCOME. 

The present value of the certificates based upon income is .'iOO times 073,.^00. As 
a prominent judge puts it: “ There is no expert who is better (pialified to testify 
as to the value of a jdant than the shrewd manipulator and buyer in the open 
inarket.” for be gathers all the information that governs the market. Consider¬ 
ing the fact that three-sevenths of the trust certificates have not been reconverted, 
in connection with Mr. Rockefeller's testimony that he gets his interest just the 
Siime now as he did liefore, the present value of the aggregate stock of the com¬ 
panies and the trust certificates may be fairly estimated at .$18(i,3.')0.000, provided 
they have not issued, as they could under the trust agreement,' more than the 
original ;nnount of trust certificates. If that is all of the trust certificates that 
are out, they would now be worth, instead of $'.)7.3.')(),000, their original estimated 
value, at least.') times that amount; and if the constituent stock is worth, in the 
hands of the trustees or the holders, the same, being in a different form only, 
that would be tlie stock value. 

Q. (By Mr. Jenks.) Have you anything fnrther in regard to evasions or profits 
that you can funilsh'?—A. No; you can make your deductions from these fig¬ 
ures, I guess. 

TOE PURCIIAKE AND UISMANTI.INO OF (’OMPETINO PI,ANTS. 

Q. Can you give us any inf rmation on the question of the purchase by the 
Standard Oil Company of comiieting companies and the dismantling of their 
plantst—A. The refining plant at Whiting, Ind.. has absorbml the business of the 
plant at Ifieveland sinee 1893, making a fair deduction from Mr. Squires's testi¬ 
mony that they charged off the 3 items I have heretofore given you. They liave 
reduce:! their men more than two-thirds in Cleveland and transferred them to other 
fields. If you will call Mr. D. W. Brown, of Cleveland, :ind Scofield, Bhunner & 
Teagle, you will get the data on this subject. I am oidy giving the conclusions. 
After establishing the n w plant at Whiting, they got a freight rate to southern 
fields, e. g.. New Orleans, of Slleents a barrel, as against on<! of about8:1 cents and a 
fraction from Cleveland; in other words. Scofield. Shnrmer & Teagle, compet¬ 
ing from Cleveland, were handicapped by the difference between :i:! cents and 38 
cents in fnught rates, almost .oO per cent more freight in sending to a distributing 
))oint in the Sonth. The commercial wisdom of their establishing a plant at 
Wliitiiig and shipping at a lower rate over the Illinois Central is very apparent, 
for no other competitor could start from Whiting or ship from there. While 
tliey would not dare, under the interstate-commerce law, have a different rate for 
different people from Cleveland or from distributing points, they managed to get 
different rates by changing their refineries to noncompeting iioints.'^ 

As to the dismantling of the plants at Marietta. I think I can give you the data 
from Senator Davis's 'estimony. They jiractically dismantled all tin; competing 
concerns there and a' Parkersburg, and left nothing but a burnt-out crater. The 
last one to go was the Argan Refining Company, which they could not dis¬ 
lodge because its owners, Mr. Rawu and Mr. Peabody, were the directors of the 
Baltimore and Ohio Southwestern Railway, and the oil trade was a source of 
large profit. One of the opportunities for discrimination in freight rates con¬ 
sists in the bo()kkee])iug arrangements between the Standard Oil Company and 
the railroads concerning the price to be charged up against the roads for lubricat¬ 
ing oil furnished by the Standard. As they did not furnish the lubricating oil to 
the Baltimore and Ohio Southwestern under Mr. Rawn, they could not freeze out 
<ir exterminate the Argan Company: hence they bought the ]dant. paying $13,000 
a year to remain idle, and are now dismantling it. ' They have taken up the pipe 
line leading to the plant. Although the Argan continued selling oil, apparently in 
competition with the Standard Oil Company, it was in fact the Standard Oil Com¬ 
pany's own idant. The Argan tieoplo get $13,000 annually, besides a bonus that 
was paid down. I think the plant is to remain idle for 1(1 years, but at the end of 
10 years, at the rate of the present disintegration, it will (amtinne to remain idle. 
I advise you, it you will allow the su,ggestion, to get ex-Senator Davis, of Mari¬ 
etta ; he is a very intelligent gentleman and can give you the data with reference 
to the destruction of competing plants at that point. Mr. Peabody was the other 
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man who had an interpst in the Argan. They furnished the lubricating oil to the 
Baltimore and Ohio Southwestern from the Argan. The Argan was able, with 
that advantage, to compete with the Standard, which could not destroy them. 

Q. Have you any infonnation in reference to the prices paid by the railroads to 
the Standard for lubricating oil?—A. No; I can not give you correct data; you 
c.an get railroad men on that point: if you call Ira Rawn, of Cincinnati, you can 
get the information; Mr. PiKibody died about 0 weeks ago. After the Corning 
field was opened up, above the Macksburg field, they raised the transporting price 
of the pip<! line to 17 cents. At 17 cents it was unprofitable for the owners of 
those fields to ship oil to Parkersburg or Marietta.' In gaining control of the 
transportation department, you will find, gentlemen, lies the secret of the main¬ 
tenance of discrimination in favor of commercial trusts. , 

TRANSPORTATION COMPANIES EXERCISE PUBLIC PUNITIONS, AND COULD HE CON- 

TliOLLED. 

If Congress would enact laws, or if the executive officers would bring these 
companies before the courts, tlu^y could i»c punished, for it is to be remomliered 
that the right of eminent domain can not lie exercised by corporations except as 
granted to them. The right of (‘minent domain is anthmity for a corporation to 
take private property for public juirposcs. If, after it is once so taken, tlie cor¬ 
poration having that governmental function vested in it were held down to the 
.saine stnctness in its exerci.se that the Government holds all other officers exer¬ 
cising similar functions, there would be very few of these industi-ial combina¬ 
tions. It is a plain lu'oposition that tlu'se trusts must necessarily link themselves 
rvith sovereignty, and it is entirely inconsistent witli the fundamental principles 
of the Government that corporations so obtaining private property should use 
such property in any other manner than for the public good. If an assayer, or a 
man commissioned to coin money, who is only exercising a governmental func¬ 
tion. should clip tin; coin and make it light weight, and profit by the diffm-ence, 
he would no more be violating the principles of the franchise he is exerci.sing, in 
a moral or commercial sense, than these men who take imblic property, as a pipe¬ 
line comp.'uiy or a railroad company, for the purpose of a common carrier, wliich 
they can get only tlirough power from the State, and afterwards use it for private 
ends. The remedy is siinjile; it is one in which the courts have never once fal¬ 
tered when it is presented to them. When a corporation exercising governmental 
functions, such as the right of eminent domain, does not return the contractual 
relation to sovereignty reiiuired of it, viz, that of a common carrier, its charter 
slnuild be taken from it, or. if that be too drastic, the franchises it is now exer¬ 
cising should be taken away. Wlienever a common carri.'i- or railroad company 
undertakes to water its stock or to discriminate between one town and another, 
or whenever it undertakes to get advantage tlirougli a tank-line freight rate as 
compared with a barrel rate or other means of shipping, it could iie easily made 
a ground for forfeiture; it is all under legislative control. It is a violation of the 
fundamental contract they made when they acceiited the charter. It is not true 
that it is duo to a difference in talent and ability that such men as the trustees of 
the Standard Gil Trust have been able to defeat their cc.iupetitors; it is a matter 
of a criminal abuse of the commercial p'''vilcges they have received. The rail¬ 
road company or the pipe-line comp.any has no more right to abuse the power 
granted it by the State in its charter than the man who is coining money on con¬ 
tract for the Government has to coin 50 cents of metal into a dollar; it is just as 
much a crime as the violation of any other goveramental function exercised by 
an executive officer. 

(lOVERNMENT SHOULD MAINTAIN CO.MEKTITION. 

Q. Would you favor the regulation of rates by the Government itself?—A. I have 
answered that. While I am not a believer in Government ownership, with the 
liresent limited civil siwvice, I do say that the remedy is for the Government to 
maintain competition. The competition of giants with one another will regulate 
their conduct, but a pigmy can not compote with a giant. There is no one man 
so strong that, if the Government does not assist him, he will not find a 
competitor. 

Q. Is it your idea that the pipe line companies should be forlndden to discrimi¬ 
nate, or that the Government should hold the rates down to what is reasonable?—A. 
If a pipe-line company charges 30 cents, when it costs less than one-tenth of a cent a 
barrel per mile for shipping, it is an abuse of a governmental function, and the 
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company ought to hiivo ita charter taken away for excessive charges. Persons 
obliged to compete under sucli circnmstauce.s are like farmers who should have 
to pay $3 to $5 a load for hauling their wheat, while .someone elso: has the public 
right of hauling his for a dollar. 

Q. Have yon any ^eciiic suggestion as to how that rate could be held down?-- 
A. The Cudahys, at Chicago, would run a pipe line; they hav e been for years try- 
ing to get a pipe-line privilege in Indiana and Ohio. One of the independiuit men, 
of New York, said he would give .4!43,000 for 3 miles of line to connect up his liiie.s 
with the seaboard. Wherever a common carrier is undertaking to tliwart a com¬ 
petitor the Government ought to interfere. If the owner of a public utility is 
obliged to submit his rates to open competition there will be no more opiiression 
in that department than in any other. 

Cl ROSS UKUEIl'TS AM) PROFITS FRO.M TIIK liUSlN’KSS IN OHIO. 

To illustrate, the Buckeye Pipe Line had a gross income in bsilH, ending May 1. 
from the Ohio fields, as I understand it—and this is the sworn report of Mr. Theo¬ 
dore M. Tole—of about $C,703,0il4.()4. 

Q. What is Mr. Tole's official position in connection with the organization?— 
A. He iscalleil the tax agent of the Buckeye Pipe Line Company. He is of "New 
York. You will find him also making reports for the other .Stainlard companies, 
although those companies claim they are not a trust and have no conneiUion with 
the trust. They have a faculty of having the same tax agent and the same at! or- 
neys and the same telegrajih commnies and other common agents, that give it a 
colorable union, to say the least. The gross receipts were lj;(l,':():!,n!l4.(l I. The uni¬ 
versal rate everywhere, except on oil right from the field at Corning, has been 30 
cents a barrel. In 1897 their gross receipts, at 20 cents a barrid, were S0,.s()().K:t:!. IP. 
Their gross receipts for 1,890 were lil.'),941.507.8."). The total gross reciipis 1'orlhi'se 3 
years are $19,49.5,495.08 for the Ohio business. Counting the shipping price at 30 
cents a barrel, the total amount received from the Ohio fields for 3 years would 
be 97,473,475 barrels, or over 30.(100,000 bai’rels a year. This, base'd upon the 
gross receipts returned for taxation, is the amount .shipped through the Bindfeye 
Pipe Line. The leaser gets 00 cents a barrel for one-sixth of the oil, and at that 
rate the landowners received out of their Klondike of wealth.foi-thi' 3 years, 
$9,747,000, We have no means of knowing what ailditional royalties or sub¬ 
contracts they make. At the rate of .$4 a barrel, the noncompetitive price of 
oil, the gross receipts for Ohio would be about .$130,000,000 a yi'.ar. 

CJ. This is refined oil you are .speaking of?—A. This is the Vefined oil at their 
noncompetitive price of selling. They get 8 to 11 cents. I will a.ssnme in this 
that when the Buckeye Pipe Line Company give us the gross recidpts for Ohio 
business (heir oath is correct, and that they get 30 cents a, ba.irel for all the 
Ohio oil shipped. The Ohio landowners, for the 3 years, receive a little oviu' 
,$;1,000,000 .annually. It takes about 4 barrels of crude oil to niakedof refincil, and 
the shrinkage of 1 barrel, or one-fourth, is made into hy-i)roducts, such as paratJin, 
axle grease, etc., for which they get as much as the refined oil,' so that they 
practically average, as experts t(dl me, .$4 a barrel, making, at this time, about 
$130,000,000 gross from the Ohio I'l-oduct.'-’ Figuring it in round niinibers. all over 
34 to 4 cents ptu gallon is net profit; it can be delivi'red at that price in Ohio. In 
fact, they cut it down to 4 cents a gallon whenever they hav(' comiietition. They 
get 8 to It cents when there is no competition. The value of all the farm product's 
of Ohio (I mean by farm products wheat, wool. oats. b;trley.live stock, etc.) 
taken from the tax-retuni valuations is between $53.(1(111,0011 and ,$53,000,000. Th(> 
oil combin.ation’s profits, if our deduction is correct, are about ispial t-o the com- 
biiK'd incomes of the farms in the State. In other words, by their system of non¬ 
competition, consumers, on the one hand, pay that much more, and the produem's, 
on the other, receive that much less than they should. Tlmy drive the producer 
;(,nd (ionsnmer that far apart. There is no secret in the refining of oil; there is no 
patent on shipping; it is simply in stealing the powers of the Government, tluneby 
controlling transportation. The State is now seeking to take away the charters 
of such companies as abuse their powers and frauchi,ses in this way. 

BASIS OP TIIK, I/EOAI. I'ROOEF.DINOS IN OHIO. 

Our action is based upon the stetutes of Ohio and upon the c.ases of Darcy n. 
Allein (Coke's Reports), and Richardson v. Buhl et al. (771h Miidiigan, (133); the 
Salt Company against Guthrie (35th O. S., (WMi), and Emery v. Ohio (.'audio Com¬ 
pany (47th O. S.). It is no new principle. That will be the remedy. Under our 
Ohio law, when a corporation violates its charter by iil/m riivu acts, or is oxer- 
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i-i-sins a franchise cont iavy to tla^ statutes, ttie Stat(“ rcu-okes the (charter, the 
courts appoint 2 tru.stee.s, wlio have ttie functions and powers of a receiver, who 
take cliarge of the business and wind it up and sell it to law-abiding investors. 
Th(‘ iniquity of the Oil Tru.st in Ohio is for the owner or the one producing the 
oil and getting barely th<! lowest conqjetitive pri(;e for it to he paying at the same 
time a trust i)rice for the refined product; and it is no ainswer to say that a small 
number of people get the best wages because they are hired l)y the tnist, when 
tlio great body of the people are contributing in receiving a )here pittance for 
crude oil. 

KFFKOT OF THE STAN’DARD OH. OOMFANY ON WAOF.S, 

Q. Can you give us any data regarding the effect of the Standard Oil Company 
on wages? You called athsntion to the tm;t some time earlier that it threw a great 
many jx.'ople out of employment through the destruction of coiRpeting plants.— 
A. That you will get from men who have the a(;tual data. It necessarily throws 
all the men out of employment when they dismaiithoi i>lant. 

Q. Tlie specific data on this point you have not yourself?—A, I can give you the 
original testimony latm-. when it is printed; but if you will gtd Mr. Davi.s and Mr. 
liutts, of Marietta, and Mr. liita;, formerly of Marietta, they c;in give you the 
exact data and the hjsses, I have given you the fa<;ts concerning the Argan Com- 
Iiany. Tin; trust sliuts out all (aimpetition in tlu< jiayment of wages, liecause 
while men may go into the oil field and buy oil they ca'n only ship it through the 
trust's transportation department. There'is no competition in selling, for there 
can bo no competition where the Standard is the sole buyer. If you select an oil 
field anywhere in (.)hio, you (;an not get to a refinery c'xcuqit through their pipe 
lines. It is true tliey furnish you a market, but it you do not take tlndr jirice you 
can not start up; yon can not refine; the moment you refine and go to ship yon 
find yourself blocked; tliey will destroy your plant by redinung tlie value at a 
given point and raising it at noncompetitive points, so tliat they will be no losers 
themselves. I have a few statistics on the prices of oil at conipefing points and 
iioncompeting points which I will leave with the commission if they care to have it. 

KF.I.ATIONS OP THE STANDARU Oil. COMPANY AND THF. PRESS. 

Q. Can you give us any information with reference to tin' influence of this 
coinjiany on public sentiment? It is asserted, is it not, that tliey control the press 
more or h'ss comidelcly'?—A. 'Well, in view of the fact that some newsi»apcr 
reporters are here. 1 presume it would not be a very wise thing to discuss that. 
The Standard Oil Company of Ohio, after this suit was begun, through Henry M. 
Apthorpe, of Ch'Vidand, and Mr. Jennings, of Columbus, organized what i.s known 
as the Jennings Publishing Advertising Agen<;y. At the time we took our testi¬ 
mony at Mariidta we found .several men who had received marked coiiies of cer¬ 
tain papers in Ohio making a fervid defen.se of the Standard Oil Company; and 
while they did not try to abuse the court, they were abu.sing the attoniey-geiieral 
and other oflicers of the court, which meant.in faid, the court. It was said that 
capital was being driven out of the State; that the Standard Oil Company was 
liberal in wages; that tliey had given largely to charity, and that they were also 
about to donate something to one of the State universities. I was handed a con¬ 
tract while I was exaiuining a witness at Marietta; a typewritten contract, that 
they had negotiated the week before for one of the Marietta papers. 

Q. That is. to purchase the paiier outright?—A. No; the earlier part of this 
contract referred to advertising the parafRii and other by-products of the com¬ 
pany, and then they had (i or 8 lines which (lontracted for .space on the editorial 
page, where their matter was to appear as news, and if it did not so apiiear, or 
there was any mark of advertising about it, the papers were not to receive any 
pay. For such matter as would be furnished them, by boiler plate and other means 
known to the newspaper world, they got from 30 cents in the larger cities down 
to 4 cents a line in the smaller ones, for news items; and then if the county papers 
were assiduous in defending the merits of the trust’s charitable undertakings 
they would take thousands of copies of them and send marked (;opies to proper 
parties. If you have run across some of your constituents who are being oppressed 
liy the price of oil, they should bo satisfied thoroughly by marked copies of Gun- 
ton's Magazine and the Sandusky, Ohio, paiiors.' 

Q. (By Mr. Philmps.) You do not mean to say that Guiiton's Magazine is in 
favor of trusts, do you?—A. If you want to get the best, get (funton; I think Mr. 
Tolo’s speech was there. A leading daily in the State has been having a great 
many articles in favor of trusts on ono page, while on other pages appeared 
articles demanding antitrust legislation, although Ohio has perhaps as stringent 
a law as any State in the country. They were deniandihg more legislation and 
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niyosti^ation. Now, yon say th(*y ima^nne«l onr trust investigation last 

winter was dono to pit off ultimate a('tif)u. Wo, find that investigations similar 
to this aro vory useful in enabling a legislature to get down to bed-rock facts, as 
in the sliort He.ssion of legislatures no committee can do what you are doing, and 
when legislation is backed up by public sentiment the law can bo enforced. I 
hav(^ aimed not to bo partisan in this matter, but I feel that the operation of some 
of th(^ trusts in Ohio has been so against the average citizen that anything that 
can bo done to relieve them ought to be speedily dorns 

STAN]>AH1> Oir. COMPANY ANT) I'()LITICS. 

Q. Have you any information as to attempted influence of the Standard Oil 
(>)mi)Hny in politics, asich* from what you have already ex])laiued and aside from 
any eoniKHdion with tlu^ press?—A. Well, I oxpec't it would not be advisable for 
me to discuss that. Mr. Harris lives in Ohio: he may giv(^ you the names of con¬ 
tributors; I suppose we could all give uaiiies of people we suspect collect thes(? 
funds, but I do not want to testify on tluit.’ 

Q. It may b<> that you ean file official pai)ers with us or give ns transcripts of 
t<‘stimouy in jbe (uise of the alhiged attempt at bribery of tlie attorney-general of 
Ohio?—A. I can give you just wliat I file with the court, when the testimony is 
through. I shall be glad to give you aii official transcript of whatever is taken. 

MKTUODS OF ].)lUVIN(i OUT ('OMPETITION. 

Q. Oan you give US any official information with refereiico to any other trust 
organization in the State of Ohio be^;id(‘H the Standard Oil Company? You have 
aln'ady spoken briefiy with nd'erence to combinations of insurance companies; 
can you tell us witli ir‘ferenc(‘ to any otlua's?—A. Before I leave tlio Stamlard Oil 
Company it might be interesting to tlu; commission to speak of the means which 
they ado]»t for driving out competitors. Mr. W. H. Clark,* of Newark, Ohio, for 
7 y(^ars an eniploy(‘(M)f the Standard Oil Com])any in their retail department, 
would gi v«*, I think, full information to the commission on the subject. After lie 
left tbeij' employ lliey arrested him, charging him with embezzlement; they only 
found this cliargo against him. as his testimony .showed, aft(‘r he commenced sell¬ 
ing independent oil for an independent company. He has had the same experience 
as thf“ testimony before <Hir trust committee showed that all <M)mpetitors have, 
His sworn testimony is that, In* sold 4 grades of oil for the Standard Oil Company 
out of 1 tank: that lu* tin ned the faucet to the right for 1 kind, to the left for 
another: and that if that did not suit tlie customer lie went to the front end of the 
W’agou ami switched tlu^ faucet there a litth^.-‘ The Standard Oil Company cor¬ 
roborated that ;i little, except that they said tlioy gave a higluu* grade of oil than 
that calk'd for. if they <lid not have tlie grade de.sirod, at the same price. That 
was tlieir defense to it. 

TIk'.v Imve a ])lan of .sending agents around—I think competitors call them buz- 
zard.s—when* there is competition, to follow u]> tlm competitor s wagon, take the 
nain of the customer and Iheamoniit of oil .sold, and mail it to ttie central office of 
tlie division. Aspi'cial agent of the Standard Oil Company is t hen sent out who fol¬ 
lows up the competitor, making tests. Hc' will clean u]) the lamp of the customer 
of tin* competitor, make a test, and then leave' tlxdr own oil of as high a gi’ade as 
the competitor's. If they can not suc^ceed in that way they tlieii ('ommeiice cut¬ 
ting rates, and the rate's are^ cut until they are belo\v a living price e)r until they 
liave driveui out the competitor. Tlieu the man wlio i.s inspecting and following 
the (M)mpetitor geies to another town where they havee ceuiipetition. When they 
have driven! out e'ompetition in a giv(‘n town the oil goe'S back again to the old price. 
Tliey sold oil for 4 cents at Dayton, wdiere they had competition, while at Urbana 
it was H. These towns are but a .slmrt distance apart. You will find when you 
get experts upon it that they liave not only had the same grade of oil at different 
piice*s in the same town at the same time, but tliat they have had as much as 50 
and 00 per cent difference in towns 80 mile.s apart. 

TTIK TRUST lUlOBI.EM STATED BY LOUD COKE. 

The experience has been substantially, I think, as Lord Coke put it in that orig¬ 
inal propo.sition. I would lik(i that to go into my testimony. He laid down the 
proposition that every court from that day to this has substantially followed. I 
cite that <^ase, wbicli'i.s apiiroved, and wliich is a very good analysis for a coin- 
miRsion or a court to go by. It i.s the old ease of Darcy against Allein (Coke's 
Reports, Part XI.Hlb). He says; (1) “ That the price of the siune commodity 
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will be raised, for he wlio has the sole selliii)' of any commodity may well make 
the price as he pleases.” (3) “The incident to a monopoly is, that after the 
monopoly is granted the commodity is not so good and merchantable as it was 
before, for the patentee, liaving the sole trade, regards only his private benefit and 
not the commonwealth.” (3) " It tends to the impoverishment of divers artificers 
and others, who before, by the labor of their hands in their art or trade, had main¬ 
tained themselves and their families, who will now of necessity Iw constrained to 
live in idlene.ss and beggary.” 

Q. (By Mr. North.) What is the date of that case?— A. It is an old case, two 
centuries old; it has been cited by all onr authorities. It is an analysis of the 
effect of trusts; you have the benefit of all the courts in England and this country 
who have followed that decision. 

POSITION OK THK ENGLISH COURTS. 

Q. Are there any analogous English cases?—A. Oh. yes: they commenced in 
Qu(‘en Elizabeth's time by the sale of franchises, by which one iierson could buy 
and sell exclusively all of one commodity: and in the ca.se of salt and iron, where 
court favorites having exclusive control had become so rich and arrogant in 
dividing with sovereignty, the courts, independent of parliamentary acts and 
independent of precedent, revokisl tlieir charter, or individual franchi.so, for it 
was then called a franchise. Since then, if you look down through the reigns of 
the Georges and Victoria, you will find that they have had parliamentary legis¬ 
lation and i^ourt decisions down to date against monopolies. Under some par¬ 
liamentary acts they have su.staincd a limited monopoly. In transportation you 
will find England lias sustained what we call pooling, but uniler our decisions 
pooling is as obnoxious as any trust. The steam.ship companies have succcualed 
in getting a parliamentary act relating to ixioling in rates that has been sustained. 

Q. (By Mr. Jenks.) In the Mogul Steam Navigation Company case? 

Q. (By Mr. North.) Have you any knowledge of the methods of the German 
Empire in that case?—A. No; nothing more than a text-book knowledge, the same 
as you have access to. You have aci'ess to all that. 

Q. (By Mr. Jenks.) Can you take uj) the case of some of the.selarger companies 
that you have brought suit against?—A. Well. I have brought suit agaiinst the 
brewery trust of Cleveland. 

PRESENT ST.YTLS OK TRUST LITIGATION IN OHIO. 

Q. (By Mr. Phillips.) Before pas.sing to that, would you be willing to give to 
the commission the present status of the litigation against the Standard Oil Com¬ 
pany in your State?—A, The Standard proper of Ohio, as I said in the beginning, 
has a decree against it; it is an adjudication that it is a tiaist in Ohio; that it is a 
scheme or system whereby the stockholders or a majority of them entered into 
this combination, and that their act is the act of the company. The corporate 
fiction will be ignored when the acts of the stockholders accomplish corporate 
oppressions, and so far as this 1 company is concerned, which was only 1 party to 
the original contract, it is a denounced contract. The violation of the decree, 
their failing to withdraw from the trust, is what the contempt proceedings were 
instituted for under the order of the court. We have taken the testimony of Mr. 
Rockefeller by interrogatories, also parol te,stimony of about two days, and the 
testimony of F. B, Scpiires and that of John D. Archbold. We took the testimony 
of numerous other witnesses outside of this suit. The company refused to give 
substantive testimony from their commercial books, and the officers so refusing 
are now before the court under a charge of contempt. The evidence is lieing 
printed and submitted, and the case will be heard probably in the second week of 
June. The punishment for violation of the original decree can amount to any 
fine tliat our supreme court sees fit to inflict commensurate with the wealth of 
the client or the defendant. It could amount to ,$700,000 if the court chose to 
inflict so much of a penalty. I think it is deserved, and I am maintaining that the 
punishment in contempt, besides a fine, could extend to taking the charter away 
without any further action. But as there is no precedent for taking a charter 
away as punishment in contempt, we have an independent action for that purpose 
against the Standard Oil Company of Ohio, charging them with additional offen¬ 
ses. Now the later suits were commenced for the purpose of forfeiture of the 
charter and the testimony taken in those iiroceedin^s is quite voluminous. 
We have a suit pending against the Buckeye Pipe Line Coinjiany under the 
charges I have related to you, with a large amount of testimony taken, and wit¬ 
nesses are before the court for contempt for refusing to answer questions 
submitted to them. So that the executive department, the attorney-general’s 
office, has presented the testimony up to the jioint where the court will have 
to decide what they can be compielled to an.swer. Their defense is -that it is 
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violating the Federal Constitution as well as that of the State to compel them to 
disclose their acts of a jirivate nature. We contend that when the .sovereignty 
inquires into the acts of its creatm-es it do<>s .so in accordance with the visitoiial 
power which is re.served to the Statu, and that it is simply a legal anomaly to 
say that the government can create a creature and then not control it, just as 
the national banking act permits the National Goveniment to investigate the 
banks. So that if the contempt proceedings are heard in June—and I think 
they will be—and if we are successful and the officers of the company are held 
in contempt, they will incur the penalty. Mr. Rockefeller's te.stimony has dis- 
closial the amount, more than half, of the trust certificates that the stockholders 
have redeemed up to the filing of the petition, in November, 1897.' We should 
then be in this condition: We should have the transportation department for the 
crude petroleum of all the other companies that do husincss in our State under 
control, and it should ho in the hands of a company that would permit competi¬ 
tion and an open and equal chance to all producers. 

Q. (By Mr. North.) Asa result of winning your pending suit?—A. Yes; the 
Standard Oil Trust or the Standard Oil Oombination could not e.xist without tlio 
contred of the transportation of the cnido petroleum: and this suit aims at 
the very heart of the trust, namely, the transportation dejiartment. It would 
effectually control it. It needs no further legislation. Tlie National Congress 
can not regulate it so far as Ohio is concerned, because it is an Ohio creature, but 
so far as inter.state business is concerned you would have jurisdiction over that. 
The remedy is primarily with the attorneys-general of the various States where 
the charters are granted. The attorney-general of New Jersey could solve this 
question in si.xty days if ho would take the charters away from Now Jersey com¬ 
panies that are viidating the public policy of the country, vis,, that no creature 
of the government can use its power to the injury of the government or to tlie 
injury of the people. 

Q. Do you believe that the Federal (I(Wernment can accomplish anything 
through the jurisdiction over corjKuationH created by one State and doing business 
in a great many others? 

WrrNESKKS IN TRSTIKVINU SHOUr.I) NOT RE HKI.D TO INI'RIMINATI! THRMSEHVES. 

A. You have been having that fought out in the Supreme Court of the United 
States in the Stock-yard Ca.ses. They held they could not. The Addyston Steam- 
pipe Case, that is now being argued, is on the same point ; hut all corporations, like 
the Union Pacific, that have been created by the Federal Government and are doing 
interstate business, are reached by the Sherman antitrust act. Michigan, I think, 
has adojited an antitrust act .similar to ours this year, hut introduced a clau.se like 
that in the interstate-commerce act. which provides that any witness testifying 
concerning a trust shall not bo held to criminate himself, and the testimony so 
given can not be u.sed against him. The United Ktates Supreme Court has .said 
that this exemption can be given to a witness, and that any testimony that he has 
given is a privileged communication, the same as it would be before a Congres¬ 
sional investigation like this. That will iirevent a witness from .stating, as they 
do in ca.se of material testimony, among other objections, that it tends to crimi¬ 
nate tliem. The Standard Oil Company refuses to give testimony now in Ohio 
because the te.stimony would tend to criminate the officers.- But that Michigan 
clause will forltid the witness from using that constitutional prerogative by 
making it a privileged communication, and all trust laws should contain that 
clause. 

Q. (By Mr. A. L. H.vuhis.) Which State report is that oil case in'?—A. Forty- 
nine, O. S. 

Whereupon the commission took a recess until 2 p. m. 

W.VSHINOTON, D. C., 
Tuesday, May IG, 1S99—^. m. 

Hon. Frank S. Monnett again on the stand and examination resumed; 

Q. (By Mr. Pun, ups.) Does any member of the commission desire to ask any 
questions? 

CJ. (By Representative Otjen.) What did I understand to be the income, the 
profits, of this trust in Ohio during the year'?—A. The gross receipts from non- 
competitivo iirices would bo 120-odd million dollars; and, takingthe best infonna- 
tion as given before our various investigations that the refined oil could be 
delivered in Ohio for less than 4 cents per gallon, it would make a net profit on 
the Ohio oil, which is about 40 per cent of all the oil produced in the United 
ytates, in the neighborhood of iJ.iO.OOO,000—$.10,000,000 to .$5;t,000,000.“ 


’ Soo Mr. Archbolcl. p. tuL ^ Sod p. top. * Oomparo j). 1. and Mr. Archbold, p. 544. 
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on, CAN BK KETAII.Hl) IN OHIO AT 4 CENTS. 

Q. Did I Hiidorstand yon to siiy that it is youv opinion that the oil could he sold 
in Ohio at 4 cents a gallon; that that i.s about the cost price of oil?—A. It can be 
retailed at 4 cents in Ohio at a profit. 

y. At 4 (Tuits?—A. Yes; 4 (;ents. There is testimony placing it at a point even 
below that. Is that too low a price? 

y. That is the refined oil?—A. That is tho refined oil. There was testimony 
that tlie cost was lower than that; but that is for the refined oil. 

y. In places outside of Ohio there would simply be in addition th(^ coat of trans- 
I)orting it?—A. Y'es; the cost of tranaiiortation depends n.sually upon the arrange¬ 
ments from the distributing cimtfTs with tho Union Tank Line Company, 
y. Of course in some places it would be higher than in others?—A. Atwater 

f ioints like New Orleans and New Y'ork, where they meet the competing water 
ines, the rates are much lower than they are e.g., 150 miles north of New Orleans. 

y. Is that true of such places as Detroit. Chicago, and Milwaukee?—A. Yes; as 
compared with such points as Duluth, Didroit. Milwaukee, Buffalo, and Cleveland, 
you will find, if you investigate any transportation department, that the rates on 
all commoditie.s at inland points ans much liigher, ,as a rule. In other words, the 
low through-freight rate is made up by idiarging e.xcessive local rates; and tliat 
is true of oil as well as of other commodities, Tlie competition—from testimony 
before our railroad commis.sion last winter—of the Canadian Patnfic, a subsidiz(sl 
government road, compels our roads, in order to compete, to make a clieaper rate 
lier ton per mile than they liave had where they did not come into direct comi)e- 
tition with the subsidized railroad, and when they are practi(;ally below cost at a 
(sunpeting point they must makt! that up at inner shipping iioints, so that there 
is discrimination against inland Statics like Ohio, Indiana, and Illinois, so far as 
the local shipping is comanned, to keep uji the general average, 

THE CIIAKOES OF BltlBEUY AHAINST THE STANDAllD Oil, COMPANY, 

y. (By Mr. Kennedy.) I should like to ask the witni'ss whether ho has any 
knowledge of attempts by the Standard Oil Company to interfere with .iudicial 
proceedings against them'by resorting to bribery?—A. As I said to the commis¬ 
sion this morning, the bribery charges made against them are made officially in 
a cinnjilaint in the Supreme Court, beginning with tJeneral Watson, naming tho 
parties, and bringing the ca.se down to myself. 1 will furnish the commission 
the data that we have alleged and set forth therein, with their answtu' and motion 
and my supplemental complaint, and when the testimony is taken, which will no 
cloubt be kept in record, I will furnish the commission tiiat also, it it is desired. 
To go into the merits of the ix'nding case 1 do not believe advisable.' It is a mat¬ 
ter purely with the court—a contempt matter—and will be furnished from our 
office .iust as it transpired. Mr. Watson, 1 .suppose, will Vie ordered to testify 
before file commi.ssion at an early date. I c.an give you the testimony that was 
adduced, showing that they purchased competitors' clerks at times to furnish 
them, clandestinely, information as to the workingof their I’ompetitors. At Cleve¬ 
land, Ohio, a Scofield, Hchurmer & Teagle man was to get so much a month for 
furnishing theirrivals information. He was to furnish the amount of oil shipiied, 
the names of the customers, the cost iirice, and all the details every evening to 
the Standard Oil Company. These arrangement.s were made by .John Sipiires and 
afterwards by F. B. .S<iuires, according to sworn testimony.' 

y. Were they successful?—A. The one I have de.scribed was partially successful. 
The man who w.as bought nji in some way-—I ilo not know how—was found out. 
At least, he gave up the information to his employer. Testimony might be fur¬ 
nished to you of the witnesses in reference to Jennings's adwrtising agency. 
That system is in vogue all over the State; whei’ever they can successfully do so, 
they employ an agent or employee of a rival company. There is one instance 
where an employee at the railroad station was to h-ave the information at a given 
saloon near the depot, where the Standard Oil agent gathered it. They .iurnn onto 
the wagons tlurt are hauling oil and ascertain the destination of their rivals’ oil. 
This information is all furnished to the Standard Oil offices. They get such 
infonnation free from the agents of the railroads, if they can, and if they can not 
they get it from others. I do not know whether you call it proper, and whether 
a man is at liberty to sell his time and inform the Standard Oil Company of what 
is going over his railroad. I suppose there is no criminality about that; yet it 
would be bad ethics in a postmaster to pennit such information to bo furnished 
tlirough his employees. The Squires’s bribery of a clerk was tho only case of 
hiring rivals’ clerks to furnish the data. This was brought out in court in a 
contest between Scofield, Schurmer & Teagle and the Standard Oil Company. Mr. 
Brown, of Cleveland, can give you the names and further details on that snhicct. 

‘ Seo Mr. Arclil)old,i>.M4. Mr. Arclihold.p.-Wt. 
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EFFECT OF PIPE LINES ON FUEIGIIT KATES. 

Q. You apoko this morning about railroads in Ohio which have pipe lines 
paralleling them, and which are in league with the Standard Oil Company, to the 
detriiuent of independent small producers. I do not understand that you were 
speciflc in regard to these railroads. Can you bo now?—A. I did not put it in 
that way. I said that only as a deduction, viz, that where a piiK^line company 
had been run parallel to a railroad company—I was speaking .of the conducting 
of the whole business—that the rocorils would show that the freights for shipping 
oil were raised after they had a competitor in a jupe line. The natural result 
would ordinarily be that severe (ionipetition by the pipe line would bring railroad 
rates down lower than they were bid'ore. You can draw the inferemse from this 
that through some arrangement the rates, instead of being lowered by competi¬ 
tion in thesis particular cases, were raised. I am basing that, of course, upon 
testimony. 

Q. Do yon (sare to say what railroads?—A. I think when that came out that 
the Erie was spoken of; the C. & M., down by the Maxburg oil field, was one of 
the companies; and the Lake Shore, I think, was charged with tluit in a contest in 
which Virgil P. Kline was fighting the Lake Shore for discrimination in rates. 

REDUCTION IN TIIF. PRICE OF OIL NOT DUE TO THE .STANDARD OIL COMPANY. 

Q. (By Representative Ot.ten.) It is claimed by the Standard Oil peojile and 
their advocates that by their combination and improved business methods they 
reduce the price of the i lil product. What is your information upon that subject?— 
A. That is the favorite argument of Mr. Dodd and otliers. Calico ran down 
from T.i cents to 4.1 cents per yard, and they might as well have credit tor it; and 
wi; used to haul wheat by wagon tor .‘JKI a load across Ohio, whore they now ship 
it fora small fraction of a cent per ton per mile. I think that they,'like every 
other producer, bad to keep within riiasonable bounds in their prices, but they have 
been iirofiting :it the rate of millions out of iioncomiietitive rates, notwithstanding 
the price lyiis reduced. 1 think they are not entitled to the credit of the reduction 
because of improved methods or the great amount of oil discovered, any more 
than of the reduced pric.e of any other commercial commodity. I present here a 
table which shows the .Standard Oil Company's prices of kerosene ami gasoline 
from tank wagons on the s:iinc day in different towns in Michigan and Ohio, where 
th(!y had competition and where they had not. The figures for towns in Michig;in 
;ire taken from the sworn testimony furnished our trust commission last winter. 
The figures for Ohio towns were prices in 18!)6, 
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Since this table was first published, at Newark, Ohio, and since wo took testi¬ 
mony exposinji the Standard Oil Company’s practice of charfjiufr d or -1 different 

E rices for oil ont of the same tanks, competition has come in and the pri<-e of oil 
as been reduced to 4 cents. 

Q. It is yonr opinion, then, that the lowering of prices has been due to other 
causes than any which could 1)6 attributed to the Standard Oil Company?—A. 
The Standard Oil Company has taken advantage of each iniproyement for refining 
or handling oil. There was an advantage in getting an increased profit out of 
the by-products. They seized upon, as every other commercial institution would, 
the improvement that would bring profit out of the by-products. Then there 
has been a great improvement in methods of boring for oil, and the pipe-line sys¬ 
tem, which was originally introduced by other parties than the Standard Oil 
Company, has simplified the method of transporting the craide product. The 
tank-car ay.stem has been a big improvement in saving the use of barrels. If the 
Government protects these giants, it must keep competition oiien so that they will 
compete with one another .iiist the same as small men compete with one another. 
The eternal law of competition null prevent the excessive jirofits and greed that 
the Government does not seem able to prevent when a monopoly is fostered 
through exclusive grants in the transportation department. 

t'OMPETINO COMPA.NIES IN OHIO. 

Q. (By Mr. A. L. Harris.) What eompanie.s are competing with the Standard 
Oil Company in Ohio now?—A. There is only a limited competition: I think 
Scofield, Schurmer & Teagle; and a man bythe'naiuoof Peter Shull, at Mansfield, 
has an independent agency, but only a limited territory. Scofield, Schurmer & 
Teagle originally had a contract whereby they were limited in the amount they 
were to sell to what would enable them to live.' 

Q. They have competition ivith more than that?—A. They have competition, 
but it is not a successful competition either with regard to the pipe lines or the 
tank line. Neither is competition in rates successful, according to the claims of 
competitors. 

Q. How do they get clear of the competition of the small companies in Ohio?— 
A. It yon take the testimony of Senator Davis, you will get more indurate infor¬ 
mation on that (piestion. I have to do more with the legal phases. One way is 
that which I have narrated. They have what their competitors call “ buzzards,” 
who follow up comjietitors, as I have explained; and they have had for a long 
time several rates, or various favorable rates, with the railroad companies. They 
soon became strong enough through this means to control a part of their terri¬ 
tory and to sell at a noncompetitive price, or a price high enough to enable them 
to establish a competitive fund. In this way and through their advantage in the 
transportation department they were able to undersell and run out small men. 

Q. Have they followed up tbe fields in Ohio?—A. Yes; I understand they have, 
which is perfectly logical so far as that enterprise is concerneil. They liave 
expert prospectors who are always on the ground the minute that a field is dis¬ 
covered. With their system of transportation, under their own control, they 
determine the value of the well and can get pretty nearly the lion's share for 
their portion. 

STANDARD OH. COMR.ANY CONTROLS THE ERICH OE THE CRUDE PRODUCT. 

Q. Even in the new field they substantially control the price to the producer of 
the crude oil'?—A. Certainly, certainly; Senator Davis will give you an account of 
the jilan whereby they .shut ont the protlucers in the Corning field by raising the 
freight rates 17 cents per barrel.'' They ship and condemn oil accordiisg to their 
own methods and fix the price according to their own standard. The oil market 
price, which is under the combination's control, is sent out from Oil City every 
morning to the oil fields. 

y. Is there any indication at present of the old system of rebates that they once 
had?—A. On the Lake Shore? No; they have various freight rates. You will 
find, when you get into the transportation department, that favorite railroads get 
some advantages. They do not need to resort to the old-style rebates. They can 
charge their own prices, which amount to rebates, when they own the pipe line or 
own a controlling interest in the railroad. 

Q. (By Mr. Farquhar.) What portion of the crude product of the United 
States does the Standard Oil Company itself own?—A. Well, according to the 
testimony, they control, either directly or indirectly, from DO to 97 per cent of all 
the crude product. That, of course, I get only from the testimony; I have no 
means of gathering the data. 


* Compare Mr. Arc.hlKiUl, j). 54’). See jj. 35Jf. 
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Q. Of that 90 per cent, do you know how much they own?—A. How much they 
own? 

Q. Own.—A. No; I do not i)ersonalIy know. Ninety per cent is the estimate; 

e., 90 per cent is the lowest estimate of the amount they control. 

Q. That is, you mean bjr the expression “ control” that they have control in 
purchasing the crude oil from others. But the question I asked was, Do you 
know, can you approximate, how much the Standard Oil Company directly own 
of the crudeH)il product?—A. No; I can not furnish you with tliat data. 

Q. Would you think it was half?—A. I should think it was a great deal more 
than that. 

Q. (By Mr.PHiLLiPS.) That is,in theOhio field?— A. I know it is a greaterper 
cent than that in the Ohio field. If they have control of the transportation from 
a new field, they do not need to own any of it, so far as the producer is concerned. 
If they determine how much they are going to pay for it and are not satisfied, 
they can fix the producer’s price at whatever it costs to produce, simply living 
wages, and let him here and worry over the cost of getting it from the rock. 

Q. (By Mr. Farquhaii.) As a bnsine.s8 proiiosition. is it not in testimony that 
they only own 7!i per cent of the whole product? 

Q. (By Mr. Phh.lips.) Does not that refer to the Pennsylvania and the Vir¬ 
ginia fields—to what is known as the white-sand oil—and not the Ohio?' 

REI.ATION Ob’ THE STANDARD TO INDEPENDENT COMPANIES IN KOREIGN MARKETS. 

Q. (By Mr. FARqciiAR.) I understand that, hut you speak of their control. Is 
it not true that the indeptmdent companies, independent pipe lines and others, 
have and exertdse a certain freedom in selling their oils in foreign markets and 
otherwise, independent of the Standard or independent of its practices?—A. 
Wlieii you come to the question of their relationship with the .steamship com¬ 
panies, the interests they have in them, the arrangements they are eimhled to 
make through acts of the British Parliamtmt, the way they liead off the Russian 
oil, etc., you will have to get viutnesses that know. All you can observe is the 
result. There is a little hook, recently published, which will e.xplain the way they 
m,anipulate the English oil market and give yon the details more accurately than 
I can give them.'-’ 

Q. (By Representative Otjen.) What is that?— A. It was handed to me while 
Mr. Archladd was on the stand in New York. I do not reniemher the name now, 
hut can furnish it to you. 

Q. (By Mr. A. L. IIarris.) Is Cook the author?—A. No; it was a little red 
hook, a pamphlet about 4 by (1 inches, and contained all the testimony as to how 
they managed to control the Russian oil market, i. e., I mean prevent the Rus¬ 
sians controlling the English market. 

y. (By Representative Livingston.) Whose testimony is it; I do not under¬ 
stand?—A. It is simply a pamphlet, prepared by someone, that is circulating in 
England. It gives the history of the Standard Oil Company's control of the 
English market. 

Q. I would like to know something official. Of course we can not receive that 
hook as an official statement.—A. I can not give you that hook’s source of 
information. 

Q. Which line of steamers is the Standard Oil Company interested in?—A. 
You can get hold of all the infonnation relating to their entire system of water 
transportation, as well as their system of land transportation. There are wit¬ 
nesses that can funiish you that. If you get somi! of the independent oil dealers 
in Now York that are comiicting by water (there are ;! or 4 firms down there), 
they will infonu you. 

Q. (By Mr. Phillips.) Arc they all indeiiendeiit rctiuer.s?—A. They are inde- 
iMiiident refiners; they have not their pipe lines quite through to seaboard. They 
have been able to have their system of pijie lines, like the Standard, hut they have 
competitors there. Of course there is no way of controlling a water highway 
except through the methods of shipping, viz, classification of freight. 

Q. (By the Chairman.) Does any member of the commission care to ask any¬ 
thing further?—A. It would he imjwssihle by means of my investigation to reach 
anything outside of what we came in contact with ourselves, hut you will find it 
all. There are people, or witnesses, who will furnish you that. 

Q. (By Representative Livingston.) Do the inde^ndent refiners have any 
arrangement with the transportation companies by which they can compete 
across the water with the Standard Oil Company?—A. That I can not furnish 
you; you can get that, however. I understand they ship oil “camel-hack” and 


‘ I'oiniwiro Mr. Boyle, p. 4S!»; Mr. ArehboUl, pp. 5(M>, 6(il; Mr. Lo<-kwtxKi, pp. 4<W, 409. 
’Oomiiaro Mr, Archbold, p. 540. 
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uhiiost every other wivy in the old (country. In HOine pluces they have a fair com¬ 
petition and in others, we think, they do not. So tar as Ohio and the United 
States are concerimd tlu) secret of the difference between their succ^ess and that 
of the others lies in their Raining (5<mtrob as the testimony has shown, thrmigh 
the ]>owers they receive from tlu^ Ooverument and through the transportation 
companies. Tliat is my theory of it. 

(COPIES OF STOCK AND TRL'ST OEKTIFICATES. 

Q. (By Mr. Jenks.) Yon said this morning that yon could furnish a copy of 
the trust certificate issued to tlie certificate holders under the <)ld trust fox*m. Oaxx 
you also furnish us a cojxy of the stock certificates that they issue at present to 
the stockholders?—A. I think so. [Showing book.] Hert‘ is a lithogi*aph (^opy 
of the Standard Oil Company s capital stock (certificate after they incr(;a.sed 
to $:i,.500,000. Do you care to have it read? That is one of the stex^k certificates. 

Q. Make that a part of your testimony with om; of tb(?se other similar forms.— 
A. There are two of those liere. and then I have here also a piinted form of the 
trust certificate. They do not always luit the exhihits in connection with the tes¬ 
timony, and you have to look for them at the close of tlui testimony. Here it is 
on page 51 of Part II of the Record in the case of the State of Ohio ex rel. the 
Attorney-O(*iieral c. the Standard Oil Company. W(‘ll. Mr. Rockefeller s own 
personal one is here, and that will give you an idea. (Reading)— 


STANDAHD OIL COMPANY. 

No. (.'upital. '.et i slmros. 

lurorponitod uinlov tlu* laws of tho .Statu of <)liio. 

This uurtifies that .T. 1). Uoukofullur is tlu^ ownor of iiinuty-twohuiulriMi ami forty-f.mr shares 
of thi* eupital sto<*k of tho Standavil Oil Company. Iruusferalik* only on the books of the < on\- 
pany in person or by attorney on suiTemier ot this i-iirtitieate. 

witness the seal of the (’ompauy ami the signatures ot the PresKleiit ami Secretary, at ( l<*ve- 
land, Ohio, this ‘Alth day of Noveiiilxir, IsiKi. 

(Signed) t>- liocKEFKM.cn. 


•T. D. liOCKEFKCl.EW. 

iVc.sbhjif. 

I*’. B. Sl^ClUE. 

SiTfcia nj. 


[8EAt..l 

[Standard Oil Company,] 

ICleveland. Ohio. | 

(Reading.) 

Know (til men hi/ fftc.w prraents: 

That we, John I). RtK-kefeller, Ilenrv M. Flagler, William R(«*kofeller, John D. Archhold.Ben* 
jainin Brewster. Henry U. Rogers. Wesley H. Tilford. and O. B. Jennings, trustees for winding 
up the Standard Oil Trust, by W.H. Tilford. our attorney in fact, and John O. Uo* keleller, ol 

-, do hereby eoiistitnte and aiipoint John Beiisingor, of Now York Chty, our true and 

lawful attorney for the pur])oseH following, to-wit: 

Whereas John D. Roikefeller has placed in the hands of said attorney assignment No. A.«»;) 
for of the amount of rorporate shares held by said trustees on the first day of July, \m. 

ill eaeu of tho companies whoso stoi'ks were so held. . 

Now the said attorney is hereby antliorized to s<M*ure from each of said companies transter 
upon their corporate books of .said .st<M'k and stoek <vrtifteates for whole shares, and serif) for 
fractional shares thereof,and when tlu* said l ertitieatessbid scripare received from alUhe com¬ 
panies referred to tho said attorney shall deliver tlu' same to Jmin D. Roiikelollor, and the said 
assignment No. A :«».') shall at tho same time bi*. delivered to tlu^ said trustees. . , , 

And the said attorney hereby agrees to olituin tho said ccrtiflcatos and scrip and to <lenver 
the same and the said assigumeut as above siKsoitlod. 

(Signed in print,) D Ki;(;kkfki.i.kk. 

^ ® * IIeNUY M. FbACI.EU- 

WllX.TAM RO( KEFELf.EU. 

John D. Auciiiwr.u. 
Benjamin Brewster. 
Henry H. Rooeus. 

O. B. Jf.nninok. 

Wescky H. Tu.fori). 

(Signed in ink,) .. . x 

W. H. Tilford, Altoruei/ m Fart. 

John D. Rockefeller, i>er Geo. D. Kooerh. 
John Benhinuer. 


Q. This is the form of the stock certificate iu lieu of tlu; trust certificate?—A. 
They authorized him to transfer that, and then lie received from the constituent 
companieB, the 20 companies I meiitioiiert to yon this morning, his share of each 
of those. All those forms are here, if you care for them. The correct trust cer¬ 
tificate is here also. I do not suppose you care to have the legal intricacies: they 
show how they get out ot tlie trust and how they got into it. On page 12.5 tlmre 
is a copy of the Standard Oil stock certifieiite. (Scep.:i0(>.) 

That was the original trust certificate, or copy, then, of 34,295 shares, or 35,(100 
shares less the 7 shares. 
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TUB CONTKAOT WITH THE NEWSPAPERS. 

Q. That will be sufficient, I think, along that line. You spoke this morning 
also with reference to the contract tliat was made by the Standard Oil Com^iany 
or its representatives with some of the new.spapers. Can you furnish us with a 
copy of that contract or give ns its substance?—A. Mr, Cook gave the first testi¬ 
mony at Marietta on this point. The testimony that was afterwards given was 
in reference to the Xenia Herald’s contract. George W. Cooke, of Marietta, has 
given the essential parts of it here, I notice, in his testimony; and I think I can 
furnish it to you from this record. 

Q. Will you be kind cnongli to (pioto that accurately as it was given in the te.s- 
timony?—A, I thought I had the page showing some of the ))ublications for which 
he received pay. Here I see his e.vhibit (reading): “ Whether tlie Standard Oil 
Company of Ohio is in a trust or out of a trust is a ipiestiou for the courts to 
decide; but whether the consumers of oil are getting a better (piality at less cost 
and handling with greater safety than formerly is a question for the people to 
decide. In the commercial affairs of life it is things, not words, that count in 
making up the balance sheet of loss or gain, of benefit or in,iury. Monojioly and 
octopus, combines and trusts, are liaughty words, but the best goods at lower 
prices are beneficial things. It is niiicli ea.sier to say harsh words than it is to 
make good things cheap."—Lima Times Democrat. 

Q. Tin's material was furnislied by tlie company?—A. Furni.shed him by the 
company. I see hero on page 82 of the typewritten copy of Mr. Clark's testimony 
(re;iding): "The publisher agrees to reprint,on news or eilitorial pages of said 
newspaiier, such reading notices set in the body type of said paper and bearing no 
marks to indicate advertising, as are furnished from time to time by said Jen¬ 
nings’s agency, at a rate of-per line, and to furnish such agency extra copies 

of paper containing such notices at 4 cents per copy, or to mail the same to a list 
of subscribers furnished by said agency at 4 cents per copy." To be Lair to the 
conqiany, a little bit of newspaper controversy arose. They claimed that in tluat 
ther(“ were 2 words left out, and it jiroved to be so, for afterwarils when we 
obtained the original contract the words •• acceptable to the publi.sher" were left 
out; in this testimony hero tho.se words do not appear, and Iberefore it was 
claimed in the .Tenuings suit that this contract was not correctly coined. Hut 
although the printed form did not contain the words " acceptable to the pub¬ 
lisher," it made no difference in effect, for the subject-matter published must have 
lieeu acceptable or it would not have been published,' 

CO-MI’ETITION WITH THE STANDARD (RESb.MED). 

Q. (By Mr. Phii.i.ips.) Some time after the discovery of the limestone rock, or 
what is denominated as Lima or Trenton limestone rock oil, did or did not the 
price settle to b) cents per barrel, more or less, lor a year or so after it was discov¬ 
ered'?—A. That I do not know'. As to .such details the active de.alers can give you 
them. The temporary glutting of the market would reduce the profits until it 
became rc'gulateil again. 

Q. Duriu g the time of the Standard Oil Company's control indepimdent pipe lines 
have frequently been built in the different fields, have they not'?—A. Yes. 

Q. Do you know by what methods they undertook to compete with these inde¬ 
pendent pipe lines? Was it by reducing the pipage ol' the oil, oi- by putting a pre¬ 
mium on the oil piped, or both? Do you know?—A. Sometimes they temiKirarily 
raisi'd the price to producers so that in the producing field the competing pipe line 
companv could not pipe the oil temporarily at the price: and in other cases they 
would watch that pipe line company's refining customers and would break them up 
when they sold the refined product. Mr. Davis has had sad exiierience in that line; 
he can give you the details of that. 

OTHER combinations’ I'ROKITS NOT SO GREAT AS Till! STANDARD'S. 

Q. Do you know of any other company, corporation, trust, or monopoly in recent 
years that has made such a vast sum of money as has been made by the Standard 
Oil Trust'?—A. The nail trust ran up the price of nails, until the company cleared 
a largo amount of money in a few months. 

Q. I mean, made it in hand, imcumulated the fortune?—A. The nail trust ran 
up nails from 86 cents to .|3 and something, and they cleared $7,006,000 in a shorter 
time than the Standard would have made a similar sum. 

Q. I have alluded to the larger accumulations.—A. Oh, no; none that I 
know of. 


■ Soo p.lilS; Mr. Lockwood, p. 399; Mr. Boylo, p.4«7; Mr. Rogers, p-.W. 
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Q. Can yon summarize briefly what methods they have pursned? You have 
passed over a number of them. Could you summarize to this commission what 
methods they have pursued to secure this fabulous sum of money? 

Q. (By Bepres<'ntative Livingston.) You mean the nail trust? 

Q. (By Mr. Phiixips.) No, no; the Standard.—A. You will have to obtain those 
facts from the men who come in contact with their methods; beginning with the 
Pennsylvania road and the freight blockades and the piiie line tighting, and com¬ 
ing up to the fights they now have in the courts. It would be impossible for me 
to give you aiauirato data. I expect Mr. Phillips hcreoau give you somelioints on 
that fight. There an; several witmisses you can get upon that iioint. I suppose 
Mr. Lee could have given you something; I understand he has testified. 

STANDARP on. (SIMPANIES IN OIFKERENT STATES. 

Q. (By Mr. A. L. Harris.) In what State did the Standard Oil Company get 
the charter under which it is opiirating now?—A. The Standard Oil Company of 
Ohio is chartered under Ohio laws; the Standard Oil Com]iany of Indiana is 
chartered under Indiana laws. There is also a Standard Oil Comiiany of Penn¬ 
sylvania. The Buckeye Pipe Lino Company is of Ohio. The Union Tank Line 
Company, a more recent incorjioration, operating in combination Tvith the others, 
is a New .lersey corporation. I supiiose there are ten or twelve State.s represented. 
If you want to know why we let the trust live in Ohio, it is because we can not 
help ourselves. 

Q. (By Mr. Farquhae.) You proceeded against the company under the Ohio 
law?—A. The Standard Oil Company, not the trust. I will write out a list of 
the companies for you. They are in dillercnt States but all act together to accom¬ 
plish a common re.sult, viz, to make tin; trust certificates valuable. The original 
contract was denounced by the court, but it still bears fruit in dividends collected 
by holders of trust certificates. 

mSCRIMINATlON.S IN FRK.IOHT RATES WITHIN A STATE. 

Q. (By Mr. A. L. Harris.) I thought they were incorporated in the different 
States?—A. On page ;?(), in this reimrt, Mr. Harris, tlnu'e are some tables in refer¬ 
ence to the advanemnent of freight rates growing out of the comiietition in oil. This 
is our Ohio trust invi'stigation report and shows where tlw'y increased the freight 
before and after a certain period from Hit cents in ISHH to I!1 cents in 1808. On 
the Eock Island road they increased the rates irom 18.Vin 1888 to 20.1 in 1808. 
These tables can be furnished you, and they will show you the discrimination against 
independent shippers. The freight was increased for the indepiiiident companies, 
when compared with the rates in force when the Standard was shipping by rail¬ 
road. 

Q. (By Mr. Farquhar. ) In your investigation of these affairs did you ever find 
that the rtiilroad charter regulates freight idiarges?—A. We have a statutory 
freight regulation; a maximum rate. 

Q. Maximum rate?—A. They can not charge more than so much per ton per 
mile for certain specified commodities; in that sen.se, I mean. 

Q. In what sen.sc?—A. The fixed rate is as high as .') cents a ton per mile. Tho 
competitive rate for coal to Duluth has been as low as one-seventh of a cent a ton 
per mile, so' that the statutory rate of many yiiars ago has practically given no 
protection to the .shipiier in recent years. 

Q. If an Ohio road delivers coal at Lake Erie at a lower rate for a long haul 
than for a short one, provided it must do this to get the extra tonnage netsled in 
order to pay dividends and make profits for the road, if it still keeps under the 
maximum rate, do you call it di.scrimination'?—^A. What I referred to especially 
may lie illustrated by facts. The tow'u of Nelsonville, which is ^lerhaps ISO miles 
below Columbus, has received the same kind of groceries or freight from Balti¬ 
more at a rate no greater than they were charging from Columbus. In other 
words, the wholesale gi'ocers of Baltimore were able to compete with those of 
Columbus because of the discrimination in the transportation of freight. By 
means of through freight rate di.scriminations like this great terminals such as 
New York and Chicago are placed upon a competitive basis with tho inland cities. 
That is the most extreme case that we have. There was another case where the 
total charge for shipping coal from the Hocking field to the Dayton asylum was 
the same as the rate, over a road controlled by tho stime company, to Sandusky 
city, and tlirough, I think, to Duluth. But these figures on coal discriminations 
can be furnished you from freight-rate tables, i. e., within the State; there is no 
law against discriiuiuating on long and short hauls. We contended, by a bill 
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before the legislature, which was defeated by a strong lobby, that the rate for 
State roads ought to be based upon the Interstate rate, and that we ought to have 
the same rate per ton per mile on our State business that the Interstate Commerce 
Commis.sion requires on interstate business. We fought for tliat very strongly, 
but were defeated. Our theory is that while it is necessary to maintain corpora¬ 
tions by an income sufficient to bring proper return for investment, and wliile it 
is conceded by everybody that corporations are a nece.ssity and that we should 
not be hostile to them, the State commerce should not he levied uixin in .short 
hauls in order to reimbur.se companies for their losses in competing at waterway 
terminals. Or, in other words, they ought so to distribute their charges as to 
equalize them between the inland cities and the terniinal points. 

Q. Can a railroad, chartered in Ohio and under an Ohio maximum freight-rate 
law, make rates independent of the interstate-commerce rates themselvesy—A. 
Yea. 

tj. The same as the constitution of New York with the New York Central?—A. 
Yes. 

Q. (By Representative Livingston.) I suppose the Standaril Oil Company and 
independent refiners get special rates on the oil that they ship?—A. That is a 
pretty siwero charge to make against any railroad. 

Q. I am not making any charge; I am asking you a question.—A. I suppose 
the independents do not get the same rates as the Standard does. 

Q. Which do not get as imi<-h?—A. The independents do not gtk as favorable 
classifications of frenght. The Standard is always getting rates through some 
special classifications, or .allowances for loading and unloading, or in contracts 
for lubricating oil, etc. 

Q. Oh, yes; they could get all the oil facilities. I believe the independent refin¬ 
ers are fighting the Standard Oil Company?—A. That may be, but at many dis¬ 
advantages. I do not think they havi; an opiiortunity to fight; it is not a fair 
contest. 

Q. It is a contest of some kind?—A. Yes. 
pitrcE OF OIL woni.i) HE iieduitci) wekh it not eor the standard oil company. 

Q. If the Standard Oil was destroyed would the jirice of oil to the consumer be 
reduced?—A. Most assuredly.' 

Q. Would not that reduce the price from the independent refiners to the con¬ 
sumer .also?—A. I ju'esumo it would. 

Q. What interest have the independent refiners in figliting the Standard Oil 
Comiiany?—A. Because there is a legitimate profit to be made in the business, 
and all they a.sk is that the government keep its hands off, and not use its power 
to assist the Standard iieople. 

Q. You are against the protection of the Standard Oil Company by the gov¬ 
ernment?—A. I am against any corporation getting assistance from the govern¬ 
ment to the exclusion of others. Everybody is entitled to the same iiriiTlege. 

trust fostered by the government. 

Q. Do you call th.at protection or subsidy? Or wh.at would you call it? Is it 
help?—A. It amounts to this: Does a sovereign State have the right to delegate 
governmental functions to a transportation ci mqmny, be it a railroad company or 
a pipe-line company, and when such a company lias received such jiower.s through 
its charter and by e.xercise of the right of eminent domain has condemned private 
property for public uses, ought the State to permit it to devote that property to 
private ends? It is manifest that this contract with sovereignty roquire,s such a 
corporation to give every man the same (qiportunity to use the railroad or pipe 
line. There are no powers delegateil by a government suidi that one man can 
take advantage of another, if the governmental functions so gi’anted are fairly 
exercised. The board of directors of a railroad who are exercising the right of 
eminent domain have no more right to give you nr me a reb.ate, to the injury of 
another shipper, than tho county trea.surer would have to charge us 1 mill or 
2 mills and in turn give me Rack half my taxes. It is just as much an offense 
for men to exercise these govenimental functions wi-ongfully as it would be for 
a taxing officer to give rebates in taxes. That is our jMisition. 

tjj. Your position is that, it lieing a public franchise given by the State, all the 
cities of the State are equally interested?—A. That is it exactly. 'The board of 
directors of a railroad company is exerci.sing govermnental functions as much 
as a Congressman is. As I said this morning, if a man is coining a dollar for the 


1 See p. 317; also Mr. ArchboM, p. 646. 
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government lie has no more right to ent it in two and put half in his pocket than 
a board of directors has to organize a railroad and exorcise the right of eminent 
domain oyer privat(! property and then afterwards abuse the right thus granted 
by fostering a monopoly. And there is where, if you allow me. the modern 
remedy that is being advocated of absolute government ownership is a mistake, 
Iwcauso the government owns tlnun now in the sense that the government can con¬ 
trol. They get their life from the gov«!rnment; they have sovereignty breathed 
into them by the governiiKuit; they can not e.xist without the government; they 
can bo de.stroyed by the governnnmt at any time. 

Q. Is the only wrong which you charge against the Standard Gil Company that 
of discriminating against some of the cities of your State as coniiiared with 
othersi’ Is that the only wrong they are guilty of in seeking discriminating 
freight ratesV Is thatall the wrong?—A. Oh. no; that is the basitsof their getting 
the advantage. We say tliey get the advantage from tlie government by char¬ 
ters. the powers of which they abuse. That is one of the wrongs, but that is not 
the only offense committed by them. 

TIIK. KEMKDY FOR THE HVll.S OP THE TRIIST COMHINATION. 

Q. How would you remedy tliat wrong if you were on this ccunmission .and 
were askcsl to suggest a remedy?—A. If I were on this commission, I should say 
that so far as State charters ar(; concerned, that is amatter for State control; an 
offense .against a Stat(i idiart(!r is a subject for State punisliinent. The Staff's 
originady ceded to tlie Feder.al (Tovernment certain powers only, and reserved 
unto themselves all that they did not so cede. One of the powcu's reserved to 
themselves is tiiat of granting charters to incorporated companies, .and this is 
IM'culiarly witliin their rights. When you come to corporations that ar(! doing 
interstate business, tlien your commission can step in, and you have the riglit to 
investigate that and Congress to control that by Federal legislation. Attorney- 
General Griggs was right, and so were President Harrison and Pi’esident Cleve- 
hand, when they enunciated the doctrine that the remedy is peculiarly a matter 
within the State's e.'mtrol. 

Q. I have brought you right down to the point ag.ain. Would you do that by 
levy and sale, or Iiy condemnation of the stuff when you catch it on the train, or 
how would you reach it? Supjio.se. in interstate (snnmerce, that a Standard Oil 
tank was miing across from New York to Virginia, and we knew it and .seized it 
in Pennsylvania, and that, after that, the tank of oil, being in possession of the 
marshal or sheriff, was condemned or (Minfiscnited. Would that be your I'cmedy?— 
A. The Sherman Act was pretty nearly that di*astic; it would be a good remedy. 
The Sherman Act has be(m sustained, and it has gone that far. If a desp(!rate 
remedy is laspiired for a <l(isperate case, anil that proved to be hard, and you 
enforced it on the dealer, the roads would get a modilic.iation of the law; but f do 
not think anything is too severe to stop the abuse that is going on. 

Q. Suppose the tank was condemned and the engiiie and cars hauling it were 
all condemned and confiscated; would you think it would bri'ak >i]) the evil?—A. 
I should think it would break it mi, but I do not believe it necess,ary to be that 
severe. I would not interfere with all innocent shippers on the train. You may 
have mail and e.xpress and through freight. Here a jmnishment of an especial 
character is needed; take the jiroperty that is involved in the offense. It it is the 
buyer, why, stop the buyer: if it is his oil, stop the oil. 

(j. That would be a punishment upon the party that owns the oil, but none on 
the railroad?—A. Then, where you have your through railroads or interstate 
roads, take the charter away. 

BETWEEN THE FEl>ER-Vb AND THE ST.ATE OOVKRNMENTS AN ABSOI.UTE REMEDY IS 

EVER PRESENT. 

Q. That goes back to the State authority?—A. It goes to the United States if 
you have a Federal charter. The Union Pacific has a Federal charter. Between 
the Federal Government with a Federal charter and ihe States with a State charter 
there is an absolute remedy ever present and never divested from the people; it is 
constitutional; the legislature can not takeitaway. In our State private projierty 
is ever held inviolate by the constitution. The attorney-general, to illustrate, is 
a constitutional officer, aim it is his duty to appeal to the courts to forfeit every 
charter the powers of which are abused, independently of the court's ordering 
him to do so. That is, he does not have t.i get a form of written order from the 
governor, or the legislature, or the court. By the constitution the power is vested 
in him to bring before the highest tribunal any corporation so offending, as much 
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as the pmsecatins attorney is vested with power to hrin^ a criminal before the 
grand jury. Wo hav(j many such cases now iumding l)efore the courts. I take it 
that the Supreme Court of the United States and the suprenui courts of the States 
will do a corporation no hanii when doing right, and if they are in the wrong they 
will he punished. It is t)io legal and (jonstitutional way to try these matters, and 
they should not he subject to mob rule. 

Q. (By Mr. FAiigun.A.u.) Arethe independent producers(diartered corporations 
in your State?—A. Why, the Argan was. I do not know, but 1 think Scofield, 
Schurmer & Teagle are a partnership. I do not know of a single independent 
one that is alive.' 

C^. You spoke of the remedy. I don't think it is clear to the commission exactly 
what you may call the gravamen of the complaint of the independent producers?— 
A. The Standard, by means of controlling transportation, causes the producer to 
reccnvo always less than tin? true value bir his oil. This is ^‘ftVoted by discrimi¬ 
nation in rate tariffs. Tlu* Stamlard has betm abh-i to determine the jirice of crude 
oilandtlioratesfor shippingit.and the independ<*nt pr<slucers of the State demand 
protection .so that they can obtain eipial shipping facnlities, whitrh they do not now 
get. 

Q. Wliat more protection (;an they g(t than the farnu!!' wdio is selling TiO-cent 
wheat in the West? Do not these independents with tlu/ir oil sustain the same 
relation to the railroads as the farmer wutli bis wlieat?—A. Wluni the wheat 
shipper i.s at a noncomp(!titive i)oint on a railroad and when the company, in order 
to mc(d com{)etitive rates at a i)oint like Duluth, charges sucli a price 1hat he can 
only receive oO ])(*r cent of the value of his product m the markets of the world, lie 
is injur'd in just the same -way as the oil t)ro<lucer by (‘xcessive (diarges for 
tran.sf)ortarioii. 

Q. (By Mr. FAKt^LUtAR.) And without rem<*dy?—A. He lias liis remedy. 

What is his remedy?—A. Tlie Fed<Tal court iield hi,st year that the interstate 
commercial rat<! can not he so low that tribute mu.st he levied upon State 
merco in order to maintain traflk'; or, take the converse of tlas proposition, you 
can not make the State tratti(? .so high and the inter.state so low that the State 
•shipper i.s contributing to the inUu'state shi])per. The remedy that I suggest must 
he linally adoid-ed is this; That the Stat<! and interstate rates must he so adjusti'd 
that the burdens will he (Mpialized. Whem'ver you have accomplished that you 
liuve dt'moiistraled the fniidameiital primuple that tlie ]>uhlic highway is con¬ 
trolled by th(( ])ublie; the railway is a substitute for tlu! highway. The public 
owns tlie.se higliways, an<l there must hc^ an hoin'st clas.sification of fnhght rates, 
and a fair allowance for loading atnl unloading, and the road., must not almse this 
ju’inciple in order to grant favors to certain .shippers. Tln-re can he an absolute 
de.struction of vested inter(.‘sts tiy classification of fnhghts and by charging exor¬ 
bitant local rates. Four hundred per c(‘nt o!i a ton per mile liasisis re<piired 
to (airry freight from Columbus. Ohio, to Cardington. Ohio, than from Columbus, 
Ohio, to Chweland, Oliio. 

C^. (By Mr. R.vtciikori).) I should like to have you r(?vert to the subject of 
the proposed law in Ohio and explain the main features of it a little more fully 
to the commission. You were toucliing upon it a little way hack and then wont 
to anotluii- subject.—A. You have the Ohio statute here; 1 can take it up briefly. 
We lmv«? passed an antitrust law, and it wont into effect July t. IHttH. We have 
(piite a number of cases pending undia it. There are the (‘ases of fieer trust, 
the Standiird Oil Comiiany, the Buckeye Piiie Line Company, the fSolar liefiniug 
Company, and others. 

PROrOSKD LAW FOR THE REGULATION OF FREIGHT RATES IN OHIO. 

Q. 1 have reference to tin? law looking to the n'gulafion of freight rates.—A. 
The general propo.sition was to amend onr maximum freight rates, bring them 
down somewhere near the commercial competitive rat(‘, and then make the inter¬ 
state rate per ton per mile the basis or m(‘asni e of the per ton per mile rate for 
Ohio business; in other words, to apply the long-aiid-sliort-liaul clause of inter¬ 
state commerce to Ohio bu.siness, and not permit discrimination amiinst inland 
noncompetitive towns and in favor of competing towns like Cleveland and 
Cincinnati, That is all there was of it. it was a p(!r ton per mile for local busi¬ 
ness the same as a per ton per mile on through l)usine.ss, exa(?tly. Just to make 
it perfectly clear to the cominis.sion, tiie bill proposed that the .same tonnage rate 
per mile be charged for a JO or 20 mile liaul as tor a 50 or 100 mile haul. It 
allowed a variation of 10 per cent only for a shipment of loss than 20 mile.s. 

Q. Did the railroad companies oppose that?—A. They opposed that violently. 


J See Mr. Archbold, p. 546. 
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Q. What was the position of the coal companies?—A. I do not think they 
appeared before the commission. Mr. Rend was there on the trust investigation; 
he was an unwilling witness; we caught him and siihpuenaed him. 

Q. Do you know whether the (oal men of Oliio ever complained against this 
discrimination in freights?—A. Yes; they have now filed complaint in my office; 
I think Collins and Fahy are among them; they are now out gathering testimony 
on this. In ()rder to maintain the coal trust, coal cai's of the independent coal pro¬ 
ducers were side tracked. That is the complaint. I will furnish yon testimony 
here from the gentlemen who were discriminated against. While they told n.s 
they wcrt> getting the smiie rate they said they did not get the same conditions. 
They could not get their coal delivered in time to fulfill their contracts with 
customers. By such means the independent coal producers’ customers were 
destroyed. I have given Mr. Jenks the names of the gentlemen; Tthink that they 
will testify on these points, and give you a little data, because one of them was 
an employee, at the tinu!, of one of the haidiug railways involved in the matter. 

CJ. What were the princi\)alohjectiona raised by tin; shipping companies against 
that law?—A. The most intelligent reason given was, I think, by the gentleman 
nmresenting the Erie or the Lake Shore; he stated that if the freight rat(!S were 
all adjusted on that basis he believed it would be e.xactly fair, hut that certain 
manufactures were now built up, .and certain centers prosi)erous on the other 
system, and it would demoralize and derange towns and industries, and that it 
would create panic in one plactt and flush times in another, before it would be 
I) 08 sihle to get back to the normal condition of affairs. The Pennsylvania Com¬ 
pany has a gr'oss inconni of §1 ■)..-)(M) jier mile; if it could distribute that gross income 
in that way it would make no difference to the company; it has to have that much— 
$b').r>(in—to pay dividends on its stock and pay for repairs, taxes, and employees, 
it make.s no differenta; to the railroad company itself wheias that comes from, and 
they would jnst as lief distribute it eciuitably between lo<-al and through ship¬ 
pers, but the moment tbi‘y attemiit that trouble arises on account of the great 
con>peting centers like Chicago and Duluth, where the (-ompanies come in contact 
with the Canadian Pattific and the water ways; and tliey can not undertake it, 
because, when they meet water, tln^y have to make wati'r rates. 

Q. Have you any reason to believe that the i)rodu(;ers of coal in your State were 
induced by any coercive means to keep their hands out of that fight?—A. Well, the 
ways of the lobbyists are so mysterious we do not have an o])portunity to find out. 

Q. Iloweviu-, you are of the opinion they favor ecpialization of rates?—A. I 
think so. yes. I think every indejiendent producer would tavi>r eiinalization of 
rates. We do not want Baltimore to compete with Columbus in shipping gro¬ 
ceries to Nelsonville; we do not want the wealth of Ohio poured into New York 
or Chicago; we want our share of it; .and we woidd have it if we had no dis(;rim- 
inating r.ati's. By dis(;riminating in trau.sportation you can dry up the most fertile 
valley on the face of the earth; you can reduce all the little cities along the line 
of a railroad to villages, and give this wealth to the great centers, by discrim¬ 
inating in railroad rates alone. 

Q. (By Mr. Pmi.i.ips.) Are there not a number of chartered companies in Penn¬ 
sylvania controlled by producers that are operating in your State, for instance, 
th<.‘ Empire Oil Company and perhaps the Victory Oil Comp.any? They may have 
been chartered in New York State; but are there not a number of chartered com- 
panie.s controlled by jirwliiccrs cluing business in your State?—A. As far as the 
oil business is concerned my opinion is based purely upon conclusions of testimony 
taken; they do not practically (;cnnpete in tbei r respe<;tive territories; for instance, 
the Standard Oil Comp,any of Ohio has its territory and the Pennsylvania Oil 
Company sells in a portion of Ohio, but pnictically they do not compeffe, Ixjcause 
they are all one system, although they claim thesy are acting independently. They 
never wage a war between any of these different companies. I never heard of one.' 

WHAT WILL, nK THK EKFKCT Of I'UESENT INDUSTRIAL DEVELOPMENT ON (lOVEBN- 

MENT? 

Q. (By Mr Kennedy.) I should like to ask you if it is your opinion that the 
evolution which is now going on, if unchecked, will lead to a control of the indus¬ 
tries of this country and to control of the government by a few hundred or a few 
thousand men?—A. Well, that is mere conjecture. I feel as though we are under 
a republican form of goveimnent. Wo have as socialistic a form of government 
as man has ever been able to invent; and as soon as the people have an oppor¬ 
tunity to control matters in the way I suggest—to take away charters, as well as 
grant charters—a condition of affairs will never ri.se whereby the monarchical 


J Soo Mr. Aruhlfold.p.Mr). 
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institntions you suggest will be substituted for our republican fonn of govern¬ 
ment. Monarchies repre8(!nt primogeniture and the principles of tying up 
property in a few hands. All this is what brought on our Revolution. 1 do not 
thinh we will drift back into these abuses, although we have made rapid strides 
in the last 2 years toward these inonarthical ways. I believe it has gone about 
as tar as it will go. Commissions like your own honorable body are getting the 
facts imiiartially; Congress and the people will know of the evil; yon wiii diag¬ 
nose the disease. There have been a good many patent medicines advertised to 
cure governmental ills, but they do npt reach the disease. I think when yon go 
through with this investigation and procure data you can give us more light on 
these (piestions. I know this from ;( years of e.vperlence in my office. I know, so 
far as the State is concerned, that it has absolute power to regulate many of the 
abuses you refer to, namely, the abuses of governmental powers exercised by 
creatures of the State. 

Q. Would not the re.sult which I suggesbid be realized it other industries were 
controlled in the way that a f(iw men in the Standard Oil Company control the 
oil iiroduetion of the country?—A. Yes; that would he the result. The .social¬ 
ists are advfK'ating that this abuse be <;ontinued, ;ind claim that it will demon¬ 
strate the possilrility of Government ownership. When a few men get i)os.se.ssion 
of all public utilities the socialists propose taking them away. That is their 
theory. The (Tovernment ought to own all imblie utilities, and ultimately the 
only way to demonstrate the possibility of such a sy.steiu will be to allow a few 
lieople to demonstrate it first. Men with power, like Rockefeller and others, will 
demonstrate the feasibility of central oumenship and control, and then the Gov¬ 
ernment can take their place. 

Q. That is the point I wished your opinion on.—A. If we always had men like 
Rockefeller to run such thing.s it might be better for the public than govern¬ 
mental ownership. 

(JOVEUN.MENT OWNERSHtP OK ('O.NTKOIj AT I'KESENT WOUI.D BE DANOEROOS. 

Q. Would it be preferable to h;ive the Govern ment control these public utilities or 
to have a few nien. the! represenbitives of the corpor.ations, run the industries per¬ 
taining to them ;ind rnii the Governnn'nt too?—A. The Feder;d Government has 
tlX),00l) employees now and it almost raises a panic every time w(! have a Presi-' 
d(mtial election, so great is the <lem:ind Ibr spoils. I <lo not know what would 
happen if you add<'d any mor(' to that. It looks to me as if, under the present 
civil-.service rules, the Government ownership of any or all these utilities would 
create such a publii^ disturbam^e that our institutions would be in danger. 

J.OOAl, (lOVERNMK.N'T OU’NERSHIl’ SCCCESSEUl.. 


We have a great many instance.s of jmblic ownership in (ihio; 76 per cent of the 
waterworks iilauts are owned by cities, and many electric-light and gas plants. 
Local powers are granted to cities, giving thimi the opportunity to buy street rail¬ 
ways; that can be followed up by rights to maintain interurbau roads. The 
experiment lias been successful, as no doubt you know, in the old country. Glas¬ 
gow, Vienna, and other cities owning their public utilities. 

I have been converted to that theory, viz, that cities should be given the right 
to determine for themselvi's what public utilities they desire to owui or control. 
It will furnish a check to further abuse of municipal franchises oiierated by private 
companies. 


ERA.NCHISE TAXES IN OHIO, 

Q. (By Mr. Farquhar.) I suppose you have in Ohio a law the same as the 
Ford franchi.so bill of New York, ta.xing that class of property?—A. We are 
pioneers on that principle, you know. We have the Nichols law, where we take 
the stock valuation as the tax valuation, and not the value of physical tangible 
property. Other States have been following our law. Michigmi has been following 
it, even extending it to railroads; wo have not proceeded that far. We substituted 
the exci.so tax—one-half of 1 per cent for an additional tax upon railroads. Since 
I have been in public office we have had a fight on that, but the law passed. We 
drew from the Pennsylvania Company $06,000 additional tax under the excise 
law; we collected $4.50,000 under the excise law, the one-half of 1 per cent on 
gross receipts. That is what New York is doing now, except that New York 
proposes to make it 1 per cent. 
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SUIT AdAINST THK UREWEUY TRUST. 

Q. (By Mr. Jknks.) Take np the suits against some of these other comhina- 
tions, outside of tlie Standard Oil Company.—A. Yes; we have other suits; one 
against the Cleveland and Sandusky Brewing Company, which is now operating 
a trust; some 10 brewers have placed their property in a pool and paid a iiromoter 
$30,000 for mortgaging their property back to themselves, and attempting to raise 
the price of beer over their competitors. The trust is on the saino plan as the 
other trusts; wo have testimony that 1 man asked $5,000,000 for his idant which 
was only worth two and a half million; they would not buy, and then undertook 
to destroy his busimws. They would not cut the prices of beer; but wherever 
there was a competitor with a long established business and possessing the good 
will of the business, they would buy him out. If the plant waw worth $10,000, 
they bought it for lifti'en or twmity thousand, if it could not be obtained for its 
true value: and then put thilr beer in the place of the independent dealer _s beer. 
They went out and bought up his customers, and almost raised a commercial and 
industrial war among the salo<m men in the barrooms of Cleveland. Wo com¬ 
menced suit 3 weeks ago against this brewery trust,under the V alentine-Stewart act. 


THE TRUST I'ROMOTER. 

Q You raised one point that you did not bring out clearly, viz, the question as 
to the power of the promoter.—A. The Standard Oil Company trastisnot run by 
a promoter. Other trusts will take a firm of atbirneys and draw ui> one of these 
contracts and start out and get (qitions on the leading industries that are making 
a profit in any one craft or business. The owtiers will sign options to sell their 
plants fora given amount to an individual, wlio becomes in fact a trustee. When 
he gets all the options ho can on competing plants th(>y then organize a corpora¬ 
tion, usually in New .Tersey, and this individual turns these plants all over to the 
trust, and claims it to be an absolute said to a new company. The courts in 
Missouri have recently walked right througli that fiction and held that trusts can 
not bo by oiio corpfjrsition biiyiiij^ the tor tln^ piirpow ot 

them to one man, who deeds the same to a company formed for the purpose oi 
buving in competing plants. A promoter works it up; the new company issues 
Ponds—first-mortgage bond.s—and sells tliimi, and the iiromoter pockets the prohts. 
In tins particular <’a.se he received.$.'!b,()00. r 

Q. That is a matter of evidence?—A. That is a matter of evidence. It is troni a 
statement gatliered by attorm^ys preparitij^ tbo tt'stiiuony for oiir contest. It is tlio 
testimony of men who liavo made affidavit. Itaiuonnts t o this: 10 companies are 
payiim a man $;10,0()() to^ct th(.‘ni to combiiu* lladr interest into one company. It is 
a mere myth, it is a South Sea bubble schonie: but there are always men glad to 

the case of the brewers’ combination tliat you have spoken ot what \yas 
the amount of stock they issued, as compared with the valiiatioii of the plants? 
A. They issued ]ireferrod stock, usually for about the amount ot the actual value 
of the constituent plants. 

Q. That is true in this specific case?—A. Yes; and the common stock ,may be 
from three to five times that, and represents notliing except speculative value. 

Q, Do you recollect bow it was in this specific combination?—A. No; I can not 
give that. I know they issued mortg;ige bonds enoiigli to pay for tbo actual 
property trarchased. Thev have not transferred a single share of trust stock iii 
4 weeks, since the suit was'fihsl. A great many of the interested parties are Ger¬ 
man, and they expressed a desire to settle—to have the investments put back, into 
competing comiianies. 


THE CRACKER TRUST. 

Q. Can you mention any other combinations in Ohio that have been promi¬ 
nent?—A. Well, we have a suit pending now against tho cracker trust. Under 
their promise, so far as the Ohio territory is concerned, tliey agreed not to violate 
any State laws. Although we ha ve not taken testimony, we have filed interroga- 
tones. They have a system of Ixinuses that they give back to the customer if he 
buys exclusively of them, and the only evidence wo have of their violating the 
tacit understanding witii the State is in the case of a new cracker firm which 
recently leased grounds and buildings in Columbus and bought machinery. 
When It was found they were leasing a building and buying macliinery, the ppsi- 
dent of the cracker company sent for them and told them that if they undertook 
to go into business (that is their statement to me) the cracker company would 
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ruin them. The reply was that coiitra(h.s were out for cracker machinery and 
the construction of huildings, and that suits tor damages would follow if pro¬ 
ceedings stopped. Thereupon the trust agreed to take the plant off their hands 
whenever it was completed. Those trusts are not so dangerous, because I do not 
believe that when competition can enter any trust can long thrive. The New 
York trust could not; the whisky trust could not. Only when they get some pri¬ 
vate advantage in the transportation department do they ultimately thrive. 

Q. Have you any information of still others in tlu; State of Ohio?—A. We have 
the -tobacco trust, hut we have not filed a complaint in that case as yet. The 
next suit filed was that against the tin plate trust, ten days ago, in Cincinnati, by 
the prosecuting attorney. 

SUIT AOAINST THE OENTHAL PASSENGER ASSOCIATION. 

Q. That is substantially all that you have direct evidence against so far?—A. 
Wo have a suit pending against the Central Pas.senger Association. 

Q. (By Mr. Phillii's.) Is that the American Tin Plate Company to which yon 
referred earlier?—A. Yes. He said he had evidem-e ikjw to staid the suit; J do 
not know what the name of it is. The Central Passenger Association has grown 
up since the decision in the Joint Traffic Association case of the United States. 
Wc base our .suit on the strength of that decision. So far as Ohio Imsiness is (sm- 
cerned, we claim that the Ohio courts have jurisdiction over railroads in the 
State and can priwent them from pooling their issues through the Oiitral Pas¬ 
senger Association and issuing thousand-mih^ tickets with rebates, holding up 
S:10 and giving back ten after the mileage hook is used up. in casi! it has not been 
transferred. It is iiuestioning their power to pool rates for the jmrpose of selling 
thousand-mile tickets. We insisted that since that joint-traffic decision we must 
have coni]ietition hi-tween railroads so far as Ohio business is coiu-crncd. 

Q. (By Mr.,lENKs.) If 1 understand yon, the different railroads of the Htate of 
Ohio have agreed toi.ssue thousand-mile tickets for$:!0and give a rebate of .?10 
when tile ticket is used up.—A. The Central Passenger As.sociatioii is made mi of 
different railroads. They sign the tickets individually. They have an executive 
committee located at (thicago; and they have by-laws and a constitution that wo 
have had furnished us through interrogatories that were attached to their iilead- 
ings. Tiiey sell a thousand-mile ticket which connects over the different rail¬ 
roads that'are in the combination, and then return ,$10 in ca.se the ticket is not 
transferred. It is really a scheme to prevent scalping. It is aimed at the scalper, 
but. is really a scaliiing system. The railroads themselves furnish directly to scalp¬ 
ers thousaiid-mile tickiks that are good over a number of roads. This system 
destroys tlie coinjietition that small travelers usi-d to enjoy. The Central Pas¬ 
senger Association is organized to prevent competition. 

Q. Are there other combinations concerning which you have information?—A. 
That is all. 

TRUST I.EGlKLATIO.N. 

Q. Have you further suggestions to make as to remedial legislation?—A. Here 
is a copy of the Ohio statute. We collated different trust statutes last year very 
carefully when we drew this act, and based it upon the trust investigation. We 
find that if wo had to do it over wo would add that clause I spoke of in this 
morning's testimony, exempting any witness teslifyiiig from iiici-iminating him¬ 
self. That has been approved tiv the United State.s Supri-me Court. That clause 
should be added to the statute. ' Texas has this year added a special amendment 
to thi.s act that has substantially the same features. At lea.st, they have an act 
re.aching directly the insurance companiiM: hut as we had an antitrust insurance 
law in our State, we did not incorporate it here. They suggested State confisca¬ 
tion—merely duplicate damages—while the Sherman Act m do it tri()licate. 

Q. (By Mr. A. L. Harris.) How many State.s have similar laws'?—A. Twenty- 
.six States have antitrust laws, if I have the facts correctly, and this winter there 
have lieen unite a number of bilks ponding. I do not know what finally passed. 

Q. (By Mr. Ratchforii. ) Have you studied the measure pending in the Michi¬ 
gan legislature on this subject'?-A. Yes. 

Q. Wliat is your judgment of it'?—A. They have adopted ours; we forwarded 
them a copy; they put in the amendments we sugge.stod.^ Wi' are not entithsl to 
the credit of our hill. It is a composite bill of the New York, Illimiis, and Texas 
laws. 'We did the same last year; we took the latest acts for a guide; and they 
are doing the saiiio now. ^ t-i i. 

Q. (By Mr. North.) Would a law of that kind in three-fourths of the States 
he a sufficient remedy?—A. It -would correct all but the interstate features. 
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Q. Would not it practically compel suspension of business on the part of 
trusts?—A. It would; yes. 

Q. (By Representative Otjen.) You have indicated how the trusts might be 
run by tlie State, but supposing these corporations are organized in New Jersey, 
as many of them are, how would you reach them in Ohio?—A. We have reached 
them in nearly all the St.ates under the insurance legislation, or what is called 
offense against the comity of States. A State can legislate and impose conditions 
upon whi(;h a foreign corporation can como into it. We have, under our trust 
law, reaelied tliem; a foreign corjwration is reached the same as a domestic coriw- 
ration so far as they do business in Ohio contrary to trust laws. 

Q. There would then be very litthi distinction between companies organized in 
any otlier State and in your own State?—A. There is no distinction. States liave 
more power and control over a foreign corporation than over a fos'eign individual; 
a corporation must do business in a foreign State upon such terms as the State 
authorizes. 

Q. (By Representative Livinoston.) Do you consider section 11 of the Ohio law 
a very iiractical one, where it authorizes the recovery of damages to twice the 
amount, to protect the State? I mean to ask this (piestion; Are a gi'eat majority 
of the people so situated that tliey can take advantage of that clause?—A. No; the 
average man is not; the small dealer i.s not damaged enough to warrant liim in 
doing so. They baffle him by wearing him out with vexatious litigation. He 
can not litigate as a large rival concern might do. For instance, a poor girl in 
Chicago took a contract for laundry and the laundry trust there followed up her 
customers. She sued the comhination and recovered a verdict of $.1,000, which has 
been sustained; but litigation of that kind is expensive, and in this case the attor¬ 
neys took it through. They bore the expense to get it through, so that ordinarily 
it IS not an effective remedy. It is well to have them in cases where the damages 
are enough. 

Q. Have you any suggestions to make to the commission concerning interstate 
regulation?—A. No; I am not conversant with that at all; I have given my atten¬ 
tion entirely to the State feature. 


.VEPIDAVIT. 

State ok Ohio, Comity of Franklin: 

I swear or affinn that the statements mad(! by me of my own knowledge in the 
foregoing report of my testimony before the Industrial Commission are true, and 
that all other statements I believe to be true. 

F. S. Monnett. 

Sworn and subscribed before me this 20th day of September, 1899. 

[SEAL.] Geo. C. Blankner, 

Notary Public. 


Washington, D. C., Junes, 1899. 

TESTIMONY OF W. H. CLARK, NEWARK, OHIO. 

The commission met at 3 p. m., June 8, 1899, Vice-Chairman Phillips presiding. 
Mi . W. H. Clark testified. 

Q. (By Mr, Jenks.) Wilt you kindly give the commission your full name and 
address?—A. W. H. Clark, Newark, Ohio, 203 North Fifth street. 

Q. Have you been engaged in selling oil for the Standard Oil Company ?—A. Yes. 
Q. At what different pla<;es have you been engaged in this business?—A. Mari¬ 
etta, Urbana, Springfield, Columbus, and Newark. 

Q. For how long a time ?—A. I went to work in 1893. 

Q. And have been working all the time between 1893 and now?—A. Solidly, up 
to February 7. 

methods used in breaking up the business ok competitors in marietta, 

OHIO. 

Q. What kind of work have you been doing at these different places ? What 
has been your experience with the Standard Oil Company and what are their 
methods of doing business?—A. I was first employed i»t Marietta, Ohio, as office 
boy. 
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Q. At what time?—A. In the fall of 1893,1 think. I went there as office hoy 
and was later promoted to warehouseman or cooper. There we had quite a time. 
We had the Producers’ Refining Company, the Argan Refining Company, the 
George Rice Oil Company, and the Manetta Oil Works to contend with. While 
there Mr. Curtis, an oil driver, a colored fellow, was buying of the Argan. We 
got Mr. Frank Davis to compete with liim, 1. e., with the Argan price ; we had 
Mr. Davis put his oil down cheaiier tlian the Argan Oil Comi)any. 

Q. Was Mr. Davis an oil dealer before?—A. No ; he was furnished a horse and 
wagon and I hired him by the week. Things went on that way for a time. After 
awhile Mr. Curtis got tired of his business and came to us and told us that if we 
would make some arrangement so that he could buy oil of the Standard Oil Com¬ 
pany lie would. Wo made the an-angement and took a mortgage on Mr. Davis’s 
wagon. We put up a bluff, foreclosed the mortgage, and let him go. 

(J. As soon as Mr. Curtis came to ternus with you, did you stoii the business of 
Mr. Davis ?—A. Yes, and the price went up. 

Q. Can you tell us about the price at which you sold, while Mr. Curtis was sell¬ 
ing the oil of thecompeting companies,and then what the price wasafterwards?— 
A. The oil w.as 7 cents while Mr. Davis was soiling, and when he quit oil went iqi 
to 12 cents. 

Q. And further ?—A. After Mr. Curtis bought of us a little while ho went back 
to the Argan again-. I forget the name of the man who managed the Argan, but 
he went back again. Mr. 13. A. Mathews, Columbus, Ohio, sent down Mr. Ebright 
under a salary, and we played the fanner racket. We went out and got a big 
cart and barrel with a faucet in it. and went around selling cheap oil.' 

Q. Who was Mr. Mathews?—A. He was manager of the Standard Oil Company 
stations of the Ohio Southwestern. 

Q. And was Mr. Ebright a man that had been sent down by him to do this work 
fur you against Mr. Curtis?—A. Yes. 

Q. About how huig did Mr. Curtis keep up comirctition. the first time, before he 
yiiuded?—A. I think it was about three or four months. 

Q. What was the result of the competition, the second time,by Mr. Ebright?— 
A. Why, wemit the price again and Mr. Curtis had to come backto the Standard 
Oil Company again. AfU-r I left Marietta I went to Springfield, Ohio, and took 
a country tank wagon. While at Marietta we sold our oil all over the surround¬ 
ing country. We had probably 1.5 or 20 towns; we .sold up the Muskingum as 
far as 13(!verly, up the Ohio as far as Newport, and down the Ohio as far as Frost, 
on the 13. and O. Railway. We had two storage tanks, besides our gasoline, and 
we sold 8 gradis of oil. 

DIFl’nitK.NT ORADES OK OIL SOLD OUT OF THE SAME TANK. 

Q. Two storage tanks from which you sold 8 grades of oil ?—A. Yes; wo had 8 
different prices. We sold O. S. T., i. e., Ohio State Test, the Prime White, the 
Water White—— 

Q. Can you give us the prices of tlnwo different grades?—A. I can not remem¬ 
ber them now: there was about one-half cent difference. We had to change the 

E rices to suit the customer. Wo had the Red Star, the Water White, the Crystal 
light, the Eocene, the Hyperion, and the Silver Light, while at Marietta. 

Q. Do you say the difference of price between these different grades was about 
one-half cent on an average?—A. Yes; we would begin about 6 cents a gallon 
and run as high as 104 cents. 

O. If you were selling a man this oil at 101 cents and ho thought that price too 
high, did you agree to sell him a lower grade at 9 or 91 cents, and furnish it out 
of the same tank ?—A. Yes; and furnish it out of the same tank under a 'different 
name.' 

Q. Was tliat generally by the orders of the Standard Oil Company?—A. Yes. 
PUTTING GASOI.INE IN TURPENTINE. 

Q. What men, for example, gave you the order to do that ?—A. Mr. Hollings¬ 
worth and Mr. Mathews. They said that people did not know what they wanted, 
and that we should give them what we thought they needed. If a man came in 
there and wanted to buy a good oil for 10 cents we gave the best oil we had, of 
course, and charged him 10 or 101 cents. We sold turpentine at Marietta to W. 
H. Styer and Siler Brothers, druggists there. Wo would often get a barrel of tur¬ 
pentine and to increase the profit we would put 8 or 4 gallons of gasoline in the 
turpentine. Gasoline is worth 7 cents and tuipentine 38 or 40 cents. We poured 
the gasoline right in the hole of the barrel.' 


‘ Compare Mr. Mathews, pp. 491,402,493. • Seo p. 493. 
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Q. Was that also midor iiistructioiiB from th« Standard Oil Company's man¬ 
ager?—A. Yea: iln' Imss was there, and said he wonld teach ns a trick in turpen¬ 
tine, and he taught us. 

Q, Have you anything further concerning the price of oil while yon were in 
Marietta ■?—A, I think of nothing in i)articular, 

Q, (By Mr, Pllii.ui>s.) Do you mean to toll the commi.asion that you sold the 
,same quality of oil from the same tank under different nannts and at different 
prices?—A. Yea, 

Q, The oil was of the same quality and yet different in jirice?—A, Yes, 

Q, (By Mr, Jenks,) After leaving Marietta, where did yon go''—A, To Spring- 
field, 

Q, And what position did you hold there ?—A, I was country tank-wagon man. 


METHODS .\ND DRICES AT SPUINUFIKLD, OHIO, 

Q, Can yon tell ns .something of your e.xperiencea there'?—A. When I went to 
Springfield 1 had ‘?1 towns outside of that place, and after awhile the trade 
became so heavy I could not hold it. I could not take enough oil to satisfy the 
trade. Finally, Mr. Mathews and Mr. T. L. Gragin, his brother-in-law, came 
over there. They shipjied in another wagon from the Milburn Wagon Company, 
Toledo, Ohio, and Mr. B’otey, the agent at Springtield. went cmt and hired George 
Blazer to go to work. Mr. Blazer came down, and on the first trip went to 
Cedarville. While down there he found the jn'ice.s were mi.xed up; he did not 
know what to do, and I think brought most of it back. Mr. Cragin was there 
and told Foley to (explain to him about how to sell tin; different grades out of the 
same tank, by turning the faucid om; way for one kind and a different way for 
another. Foley did not want to tell him, and said; “You tell him yourself.” 
Finally, between the two, they told Mr. Blazer how it was. 

Q. Did you overhear thi.s yourself'?—A. Y’^e.s; and Mr. Blaz('r .said: "If lean 
not work for an honest coni]iany 1 rvilDiuit." ‘ Hc'iuit that day. This was George 
Blazer. Springtield, tlhio; h(‘ lives near the F,ast stre(‘t shops. 

Q. Is that something you know from having heard it all yourself?—A. Y’es. 

Q. (lo on from there.—A. While at Springtield I sold (ieorge 11. Bell, at Cedar¬ 
ville, Water White at (i cents and Silver Light at (il cents. I have often sold as 
many as -1 grades, the same as the rest of them, but out of the same tank at 4 
diff(;rent prices.' 

Q. Were tiie prices irniforni to different laistomers?—A. No. 


KEB.VTES; ANVTIIIXO To HOLD THE TRADE. 

Q. Not even when the gi'ade was named the sameA. No: we gave them the 
same and made a ticket out for the .same: but we i'ebat<!d them.'' 

Q. That is, you would rebate to .some custonun's and not to others'?—A. Not to 
the others. 

Q. Did you have any principle with reference to tlu'se distinctions; or, if anyone 
objected, did you just simply provide for him'?—A. We always had to do .some¬ 
thing for a kicker. Anything to hold the trade; that was what wii were there 
for; to keep other coinpani(‘s out. 

Q. Was there much competition there?-A. We had the Charles Ludlow Gil 
Company and a Cleveland company, but I do not remember the name 

Q. Did you at any time cut prices lielow cost against some of these other com¬ 
panies?—A. Why, we would cut in ca.se we had to; we would sell as low as 4 
cents, and still charge otlnu' customers 7 cents. 

Q. Y’ou said that, in order to drive the Argan out of business, you sold to Mr. 
Curtis at Marietta cheaper than they could furnish oil to him?—A. Yes. 

Q. Were you doing the same thing here'?—A. Yes. Our instructions were: Get 
the trade regardless of prices. 

Q. Had you much (qiposition in Springfield?—A. Yes. 

Q. Do you know who were the independent companies selling th(.u'e'?—A. There 
was only one in Springfiidd. the Charles Ludlow Oil Company ; but afterwards it 
was comsolidated with the Standard Oil Company. 

Q. Can you tell anything else of your ex])crience on the tank wagons? 

Q, (By Mr. Kennedy, interrujiting.) How long were you engaged in that work, 
selling several different grades of oil out of the same tank'?—A. About 7 years. 

Q. Did you feel that you were engaged in dishonest work while doing that ?—A. 
I spoke to them about it; they said it was not for me to say what to do, but to do 
what was said. That is the reply they gave me. 


‘ Compare p. 493. 


' Compare p. 494. 
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Q. Did the Standard Oil Company pay yon well, while in their employ?—A. 
Not very well. 

Q. (By Mr. Jenks.) What wages did you get in these different positions?—A. 
When ill Springfield I got $3.') a month, Imt went to work in the morning at 4 
o'clock, and many a night worked until 9,10, or 11, before getting in.' I had 1 trip 
through Lawrenceville, North Hampton, Treniont, Terre Haute, and Bowlesville. 

Q. (By Mr. Kennedy.) Did you leave the employ of the Standard Oil Com¬ 
pany because you felt you could not engage in thi.s dishonest practice? 

. MANY (IRADES OF OIL ONLY NOMINAI.. 

Q. (By Mr. Farouiiar. interrupting.) You .speak of selling different grades 
of oil out of I tank. How do you construe the word grades? Is it a title or a 
condition'?—A. It is a brand on the barrel. 

Q. And that is all it was'?—A. Yes. 

Q. So you mmi were selling different names instead of different grades, with 
only 1 grade in the tank'?—A. Yes. We called it a grade, Imt still it was only a 
name. 

Q. (By Mr. Pun, I,It'S.) There arc different grades of oil sold, are there not?— 
A. Yes; the Standard Oil Comiiany, I believe, inakes 3 grades altogether. 

(J. (By Mr. Jenks.) There are 3 grades of refined oil. You have not known of 
anymore?—A. No. 

Q. And how many different grades do they pretend to have which they sell at 
different prices'? I think you named H.—A. Yes; I have seen a dozen grades sold 
at different stations. 

Q. And yon think they sell at as many as a dozen different prices at different 
stations from these 3 actual grades'?—A. Well, theri.^ was ,)ust about one-half 
to one-fourth cent's difference in till! price sometimes; Silver Light was always 
one-half cent more than Water White; Red Star was one-fourth cent more than 
Water White; but they all came out of the same tank.' 

Q. Would they sometimes be selling under as many as a dozen different names 
atone station'?—A. They sold under s names at each station ; but when wo got to 
Columbus and Urbana we dropped Hyperion and the southern names, and put 
in till! new names. There were aliout 3 grades at each station. 

Q. Out of 3 real grades they sold about 8 nominal grades on an average?—A. 
Yes. 

y. (By Mr. Pilii.l.ll-s.) What ace the 3 grades that the Standard Oil Com¬ 
pany makes, to which you refei'? Can you name tliem'?—A. I think the correct 
names are Diamond White, Water White, and Eocene. 

THE TEST OF DIFFERENT (IRADES. 

Q. Can you tell what the test of these different oils is?—A. The Diamond 
White is l.'ill degrees open cup and I'JO closed cup. The State test is 130 degrees, 
and 1311 degrees is what we test it ourselves. There is about 10 degrees difference 
in each one. The fire test of the State will run 130 degrees on each one. Of 
course, the cheaper the oil the lower the tost; the better the oil the harder it is 
to ignite.' 

Q. How did you happen to leave your position at, Springfield, Ohio?—A. Mr. 
Mathews came tlnu'e and rai.sed my salary and .sent iiu! as cashier to Columbus, 
Ohio. 

O. What salary did you then get'?—A. I was getting $3.'); he raised me to $40 
ami sent me to Columbus. 

COMrOUNDINII OILS AT OOl.L'MIiLS, OHIO. 

Q. What w.as your business at Columbus, cashier at the works?— A. While I 
was there I had cliarge of the works and all the shipments,* I timkcareof all the 
money, received orders, and .sent out bills. We did considerable mixing in Co¬ 
lumbus. When a person wanted a barrel of boiled linseed oil and we had none, 
we had an agitator heated up to IS,") degrees and put in 3 gallons of Jajian dryer; 
that made boiled linseed oil. When a person wanted miners' oil we would get 3 
barrels of cottonseed oil and mix it with 3 barrels of miners’ stock and make 
miners' oil out of it.* 

t^. Then in this Columbus establishment instead of selling merely refined 
petroleum, you also .sold other kinds of oil?—A. That was the habit over all that 
(listrict; the oil was shipped from there; all ])araffin oil came from Cleveland 
in blank heads. If a person wanted rubbing oil for furniture, ozone, paraffin, 


> Beo p. 491, 
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diamond paraffin, golden machinery, or a good straight machinery, we got it in 
blank heads; tni'ned out whatever they wanted and charged prices accordingly. 

(J. In connection with the sale of these different kinds of oil, do yoii mean to 
say you regularly manufactured linseed oil there or sometimes had the genuine 
boiled linseed oil ?—A. No; wo never had any of that. 

Q. (By Mr. Phillips.) Was the genuine linseed oil worth more per gallon than 
that winch you manufactured ?—A. In boiling and handling the oil a certain per 
cent is lost. Wo took a low oil with a little .Japan dryer, but the dryer being 
thicker than the lin.seed oil, docs not mix, so wo put it in a range that held 5 bar- 
reks and heated it up to l»Ii degrees, when the dryer would come to the top and 
wo would mix it: that would make it a dark color and it would go off for linseed 
oil all right. 

Q. Was it as valuable as boiled liiLseed oil?—A. No. 

y. (By Mr. ,Tenks.) How much money was saved by this mixing process, do 
you suppose?—A. Any v;hero from to (> cents jier gallon. 

tj. Besides boiled linseed oil, what others did you make in this .same way?—A. 
To make the miners’ lamp oil we took 3 barrels of cotton-seed oil and 2 barrels of 
miners’ stock and mixed them.' 

Q. Was that for the iiurjiose of saving outlie cost?— A. Certainly; paraffin was 
worth 10 cents, extra golden machine 12 or 13 cents, and light rubbing oil was 
worth 14 cents. We just branded the oil to suit the customers, and gave them 
what they wanted.' 

0. And gave substantially tho same thing?—A. The same thing in every barrel. 

(J. (By Mr. Ratchforp.) I should like to get to the process of compounding 
the miners’ oil. Do you s,ay it was 3 barrels of linseed oil and 2 of other oil?—A. 
Three barrels of cotton-seed oil and two of miners’ stock. 

Q. What did the oil gmierally sell for after the mixing took jdace?—A. Minors’ 
oil varies. Sometimes it is as low as 22 cents and goes up to 84 cents. Tho 
miners’ stock, I think, costs about (i or 6i cents; the price of the cotton-seed oil 
depends, of course, on the market; the American Cottonseed Oil Company, of 
Cincinnati, regulates the market. 

Q. What do you understand by miners’ tar? Do you handle any paraffin wax?— 
A. Wo handle it only in iiound cakes and 20-ponnd slabs, but we do not use it for 
that purjio.sc at all—it would not do. 

Q. (By Mr. Je.\ks. ) In the po.sition you held at Columbus .as ca,shier y<iu know, 
of course, about tho details of tho business, i. e., how this mixing was done; but 
did you yourself take part in it?—A. No; but evm-y day I would have to go out in 
the warehouse and make a report for tho time. Mr. Adam Paulus would come to 
me and say ho wanted to mix up some miners’ stock and would like a number of 
barrels; I would deduct them from my stock riiport e.ach day so that tho report 
showed what we sold and what we had left in stock; it showed every empty 
barrel left at the station at night.' 

Q. To whom did you make your report?—A. Piiiadc it to the general office in 
the Wheeler Building. A boy would come down ami get it every day. 

Q. Did I understand you to say that tho mixer did that work as his regular 
business?—A. No; he mixed oils, but when he did not have that work to do he 
would take care of the mimhiiiery. 

t^. Was it your bii.sinc.ss to furnish the different kinds of material he wanted?— 
A. He would order so many barrels and I would see that ho got them. These 
barrels were dumped into tho kettle and ho sat there and stirred it up. I would 
stay there to see that ho dumped it in. I would charge him up with so much oil, 
and give him credit for the empty barrels ho had taken. 

Q. After this oil had been mixed did it come into your hands again, being the 
different oils of tho stock you had to sell ?—A. Yes. 

Q. (By Mr. Fari^uhae.) Have you had any experience outside of your work 
for the Standard Oil Company in compounding oils'?—A. No. 

<^. Do you know any of the other formulas of the compounders of oil in the 
United States?—A. Well, I have been around refineries, but I never noticed that 
they compounded at all. 

Q. Are yon aware there is such a business in refineries ?—A. In my talk with 
other people I find they never compound as we did. 

Q. But you don't know anything about compounding outside of what you saw 
in the works of the Standard Oil Company?—A. I do not. 

METHODS OF MEETlNO C'OMIT.TITIO.V AT COLUMBUS. 

Q. (By Mr. Jenks.) Have you anything further to say with reference to your 
exiierience as cashier in Columbus?—A. Wo had fuir secret process there as at 
other places. We had our rebates at Columlnus, which made oil about 1 cent a 
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gallon cheaper, on account of the Cleveland Refining Company being there as a 
competitor. > When they came there it was pretty hard work for the Standard Oil 
Company, so they hired Mr. E. W. Shoemaker to start the Shoemaker Oil Com¬ 
pany. Mr. Shoemaker caine up and the Standard Oil Company had painted on 
Charlie Carr's wagon in big letter.s, “Shoemaker Oil Company.” We often got 
orders, the same as Down & Millikeu, at Wasliington Court House, for carloads 
of oil; they had to buy cheaper, so the Standard cut the old prices at Washington 
Court Homse; that is, they cut prices and sent it to Shoemaker at reduced prices, 
and branded it Shoemaker Oil Company. 

Q. That is, it was supposed that they bought from tlie rival of the Standard 
Oil Company when they were buying from the Slioemaker Oil Company't—A. Yes. 

Q. (By Mr. Phillip.) And was that used by the Stamlard Oil Company to 
supply both'/—A. Yes; Mr. Mathews said that lie stood thi'ir share of the loss, 
and if there was any loss the Standard Oil Company stood it on these cut prices, 
Mr. Shoemaker drew a straight salary and loaded his wagon at the Standard’s 
warehouse. Mr. Clarenco Tolaii, who was his bookkeeper, boarded with me at 
Mrs. Dickson's, on North High street. He w.as bookkeeper and cashier at the 
Shoemaker Oil Company and I was cashier and bookkeeper down at (he Standard 
Oil Company's works. We were together all the time, boarded together, and 
went togf'ther. 

(3. 'Were both of you receiving pay from the Standard Oil Company ?—A. Yes. 

(J. Did you say that Shoemaker was paid a salary ?—A. Yes. 

(J. Do you know that for a fact't—A. Mr. Mathews swore to it as a fact before 
Mr. Moniudt, in Columbus. 

tj. (By Mr. Pmi.urs.) About what was the magnitude of the business while 
you were cashier there't What would your footings show each day in a month ‘i — 
A. Well, lots of days it r,an up to ,$700 or $800. I have known one wagon, that 
of Moso Gr.adwohl, to take in $200 in 1 day.' 

tj. Have you anything further with reference to the work at ColumbusA, I 
do not think of .anything more. 

Q. (By Mr. Piiillips. ) Do you know about how much the competitors of the 
Standard Oil Comp.any sold in Columbus'!'—A. Clarence Trimble told me that we 
were about on an even basis. Mr, B. A. Mathews hired a boy to go ami see 
how nimdi oil they were shiiiping out each morning. He would go down to the 
staiiou every day and watch the tank cars which they got, and watch their 
bu.siness, too. 

( 3 . (By Mr. .Tenks.) Did ho report to you every d,ay ?—A. He would take .account 
of the tank cars and give us the number and we would s('ud the report to Columbus. 

Q. (By Mr. PniLi.iPS.) Were the competitors driven out of business in Colum¬ 
bus while you were there?—A. Well, they cut prices so that those people came 
and arranged with (he Standard Oil Company to bold prices up to a certain point. 
Prices remained the same excepting what few rebat(;s we had.' 

Q. Do you not know how much they were permitted to sell ?~A. No, I do not. 

tj. Or what proportion of the tr.ade they obtained imder that arrangement'?— 
A. No, I do not. They had an arrangement; they went from one to the other; if 
the Staiuhird Oil Company telephoned down there to raise prices, they would 
raise thiim. 

Q. (By Mr. Kennedy. ) Did the other companie.s in Columbus also sell many 
different grade.s of oil out of the same bank?—A. They never handled but three 
gi'ades that I knew of. 

Q. Three'?—A. Yes. They handled Penoline, Safety Light, .and Electric Light.' 

Q. Do you mean they had 1 grade of oil in a tank and sold ‘J different grades 
out of it ?—A. No; they had 3 storage tanks; we had 10 at Columbus; we had our 
cotton seed, linseed, turpentine, and 2 water tanks, we had 10 tanks, and they 
had, I think, 4; 1 held ,5,000 barrels and 1 held 10,000 barrels; and we had another 
one that held 1,000 barrels, 

Q, Do you know of their having deceived the public in the same way the 
Standard Oil Company did'?—A. Not that 1 know of. 

AGENT’S SPECIAI, COMPETITION REPORT. 

Q. (By Mr. Jenks.) Were yon in a position to find out? Were yon in a position 
where you would have been likely to find out if they were deceiving the public 
the same way as the other people did?—A. Wo always made it a point to go 
around and see what they got; that was always our instruction.s, just the same 
as though it was our business. I probably have got some of the Columbus letters 
with me now. I have one hero dated May 28, 18(18 |reading): “ W. H. Clark, 
Urbana, Ohio. Dear Sir: Herewith inclosed jileaso find competition list to lie 
filled out by you the 1st of June. Please fill out ciirefully and return, and add 

' See p. tee. * Comitfire affidavit of Mosos Gradwohl, p. 41)8. 
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to this list any parties yon know of who are buying all or iiortions of their goods 
outside. Yours very truly, B. A. Mathews.” 

Hero is another letter dated July 3, 1890 [reading]: “W. H. Clark, esq., 
Urbana. Ohio. Dear Sir: Inclosed jdease find competition sheet to be filled out 
very carefully and returned to me as soon as possible after you receive it. Please 
give full information with reference to parties on list, and where names do not 
appear of i)arties who are buying outside, please enter them, giving full informa¬ 
tion. Yours very truly, B. A. Mathews.” 

Q. Have you a copy of the competition sheet with you ?—A. I think I have one; 
the competition got a little fast on us, and this was sent to me; “May a.I, 1897. 
W. H. Clark, Newark, Ohio. Dear Sir; I forward to you to-<lay a supply of 
blanks same as sample herewith incloscsl, wliich is to take the place of the little 
slip that has formerly been used for reporting d.aily competitive oil. Will you 
kindly fill out one of these blanks weekly, commencing with .Tune 1, and when¬ 
ever the month ends in the middle of the week, make out one on the last day of 
the month for the iiortion of the week not covered in the last week you report. 
Enter upon this report all .-ompetitive oil or gasoline that you have lieen able to 
locate during the week, and if during the week you have been unable to locate 
any competitive .shipments, then write across the face of the blank ‘Nothing to 
report" and mail it to this office. Bo sure to mail it whether you have competi¬ 
tive receipts to report or not. If there is anything about this report that you do 
not understand, please confer with me at once, as it is very important that it 
.should be made out prom])tly and forwarded regularly. Trusting that I will 
have your hearty cooperation, I am, yours very truly, B. A. Mathews.” I have 
not one of these lilanks. 

Q. Have you not one of those competitive lists'/—A. I have not, but I can get 
one. 

Q. Were you ordered to fillup the competition blank regularly or not?—A. 
Yes; we filled them out; first on the blank was the producer, then name of the 
town, ami the price he bought at. 

Q. IIow did you find that out? 

Q. (By Mr. Piiiu.li’S). Fiom whom he bought?—A. We would get around 
him and talk to him to see if we could get out of him what ho paid for the oil. 

Q. (By Mr. Jf.nks.) You si)oke of having a boy for that"?—A. Yes; it w,as his 
busine.ss to notice every tank car that came in for the competitors. 

Q. Was that boy i)aid regularly by you to do that work ?—A. He was regularly 
paid for that work. 

CJ. By you?—A. Yes; he drew $1.T a month ; his name was Clarence Trimble.' 

Q. (By Mr. Puini.ii's.) After sending in these .‘pports, what instructions did 
you get about meeting this competition ?—A. Widl.in some eases we were not 
ordered to do anything, but the ne.xt time we had any business transactions we 
were to attempt to get their trade; and oven if it cost us a dollar or two we wore 
to try to get hold of it. 

Q. (By Mr. Jf.nks.) You say if it cost you a dollar or two. Do you mean 
that you were to cut prices that much?-•-A. Sometimes we would buy empty 
barrels, but we would cut that much sometimes. If we had to pay more than 
market prices for them, we would say that we would take them in at so much 
apiece. I do not m(>an barrels of oil. but empty barrels. 

Q. That is. if they would take your oil instead of that of your competitors you 
would take the barrels at an e.vorbitant price'?—A. Take them all; yes.' 

(^. Do you recollect any other methods you eniplo,ved in order to crush com¬ 
petition"?—A. There is nothing that I think of at Columbus. 

Q. (Mr. Phillips.) Do you know of any other instances of sellinj| under 
a.ssumed names excepting the ones you mentioned at Columbus?—A. Only at 
Columbus. 

Q. (By Mr. Jenks.) How long were you at Columbus"?—A. I went the 20th of 
March and staid until the 16th of Decemlier. 

STANDAUl) OIL COMPANY'S METHODS AT URBANA, OHIO. 

Q. Then what change did you make "?—A. Then I was promoted to be manager 
of the Standard Oil Company at Urbana. Ohio. 

Q. You say you were promoted. What increase of salary did you get?— 
A. Tliey did not increase my salary at fiist, but paid my board until March; then 
they raised me $1.'5 a month. 

Q. That is, you had had SiD, then .$40 and board, and then you were raised to 
$55"?—A. Yes. 

Q. Will you tell us with reference to your exiierience at Urbana ? As manager 
you really had full charge of all their business"?—A. Full charge; yes.' 
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Q. Did yon receive in.stmctions directly from Mr. Mathews?—A. I received 
instructions directly from Mr. Mathews; and when any business around there 
had to 1)0 seen to I was the one to look after it. Everything fell to me: but 
things ran along smoothly. I had no competition. Charlie Ludlow did not come 
out. He Ixithered us once in a while, but we did not pay any attention to him. 
Finally Mr. William Hclmick, who had formerly been in the oil business there 
under his father, Mr. John Helmick, but who, after his father died and left him 
.some money, bought a farm and went to farming, came there. When he saw he 
could not do anything farming he sold his farm and invested his money in the oil 
business for the Cleveland Refining Company. 

Q. Do you know how large an inve.stment he made ?—A. I do not know the 
amount. I know the first shipment he got in wa.s 300 and some dollars, and I 
remember ho told me his bill. Finally Mr. H. S, Hollingsworth, of Columbus, 
came over. He takes cave of a good deal of the luisiness for Mr. Mathews at 
present as well as then. He came over there, and he and I went out to Mr. 
Helniick's house and tried to scare him out of it. We told him we were going to 
cut prices and everything, and Mr. Helmick was kind of nervous. Finally Mr. 
Welsh, of Springfield, came up. 

Q. Was Mr. Welsh another employee of the Standard Oil Company ?—A. Yes; 
he was a cooper man, and worked at the cooper shop in Springfield. All three of 
us talked with Mr. Helmick about oil, and about selling us the oil at the price he 
paid for it. He refu.sed to do that at first. Finally we worked a bluff on him 
about cutting the price, find did cut it a little in one or two places where he was 
selling. He had to di.spose of his oil the best way he could. 

Q. In these places where you cut did you cut below what he had been paying 
for the oil ?—A. Yes. 

Q. Then I suppose you threatened to cut still further?—A. Yes; to cut still fur¬ 
ther if he staye(f in the business. 

Q. How much did you say you would cut ?—A. I think oil was selling at whole¬ 
sale in Urbami for 8 cents, and I believe we cut to (1 cents, or about that. I know 
it went down about 1 j to 3 omts. 

Q. And you made threats to cut it still further?—A. Yes. 

tj. IIow low?—A. Wo told him we would go 1 cent a gallon further. Finally 
he quit the business and went to the poorhouse. His sister from Iowa came and 
took him out, and he is out there now. 

Q. (By Mr. Piiim.irs,) Was that cau.sed by the purchase of S-'iW worth of oil ?— 
A. He hail most of the trade; he was a citizen there and the people liked him. He 
could have handled the trade tliere and made an honest living. When he came 
he put nil a building. We would not take the building off Ins hands, and would 
not help him out any at all. We .fust clo.sed in on him like any other person; 
and when you close in on them pretty hard, you know what happens. 

C^. (By Ml'. Kennkdy.) Did you not say you .stiirted up there and had no com¬ 
petition until he came?—A. Yes; we had no competition to speak of until he 
came in. 

Q. (By Mr. Jenks.) And when he came, he put up this building and began 
buying oil, and you agreed, if he would quit, to take his oil off his hands?—A. 
We were willing to aj^ee to do that, but he would not do that. Wo worked a 
bluff on him. His wife was on the stair steps in the hall and stayed there and 
cried. We had quite a time when we were there. 

Q. You did not, then, take any oil off his hands?—A. I think we got about 4 or 
5 barrels. We .I’ust painted those over and shipped them out in the name of the 
Standard Oil Company. 

Q. But he must have disposed of the oil he had at some price ?—A. Ho disposed 
of It all over town; wherever he could drop .’> barrels he dropped it. 

Q. He must have sold his building for something ?—A. No; he did not get any¬ 
thing out of his building. The council of Urbana does not allow over 1 barrel of 
oil or gasoline at any one place; more than that must lie 300 feet from any build¬ 
ing. He had to build his building away out of town, so that it was no good to him. 

Q. So you think that, owing to your competition and threats, he practically lost 
all his money ?—A. He lost it all. 

Q. (By Mr. Kennedy.) In other words, you think the Standard Oil Company 
drove that man to the poorhouse?—A. I think that is what caused it.' 

Q. (By Mr. Farijohab. ) Had this man had any experience in buying oil before 
that?—A. His father had been buying oil for 30 years of the Standard Oil Com¬ 
pany, and had their tanks there. He was in the business probably 30 years. 

Q. Did this son have experience?—A. He worked for his father all the time and 
drove his wagon. , 

Q. Did they come in opposition to the Standard Oil Company ?—A. They came 
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there and the Standard Oil Company bought them out. Finally the old man died, 
leaving his money to his son who then started up. 

Q. But ho did not know lii.s bu.sines.s?—A. He knew the oil business. 

Q. (By Mr. Kennedy.) Did you not say this man had failed as a farmer just 
previous to his going into the oil business?—A. Well, his wife did not like the 
farm. Ho did not make much money, and was not doing much on the farm. 
His wife did not like it and was in town all the time. Ho could not stand it, and 
so ho sold his farm. 

Q. (By Mr. Phillips.) And put the money into the oil business?—A. And put 
it into the oil business. 

Q. You spoke of his going to tin! poorhouse. How did he come to go to the jioor- 
house? On account of failing in liealth, or from not getting any emidoyment?— 
A. You see Urbana is a kind of a little town: it has two strarjjboarus there, and 
Barley. Kent & Co. 

Q. (By Mr. Jenks.) Wliat is their business?—A. Tliey make furniture. There 
is not much work, .so In; did not get anything to do. That is all he could do. 

Q. Was the man strong, so that ho might have worked?—A. Ho could have 
worked. I do not suppose he was stout enough to do hard manual labor, but he 
could do work, like driving around and waiting on the trade. 

Q. Probably he could not go into this furniture establishinent, or any place 
like that, to get regular work ?—A. No; it was too heavy for him. 

% Have you anything further with reterenci! to yo\ir experience as manager 
rbana?—A. No: I stayed there until fall, then I went to Newark, Oliio. 

Q. (By Mr. Phillii's,) How much did tla' Standard Oil Company’s trade 
amount to, in Urbana, a month?—A. Wi! wonhl run by the month, I .suppose, 
about 40,000 or .rll.OOd gallons;' our line went as far as Mechanicsburgon the east. 
West Liberty on the north, Tremont on the south, and St. Paris on the west, 
making (piite a scope. 

Q. (By Mr. Kennedy.) Did you also sell several grades of oil out of the same 
tank in Urbana?—A. Yes. 

Q. (By Mr. Jenks.) Were the general methods there th<‘ same as at other 
places?—A. Yes. 

MANY DIFEERENT PRICES FOR OIL AT NEWARK. OHIO. 


Q. Tlien you went from there to Newark?—A. Yes. 

Q. Was that in the nature of a promotion also?—A. They pronii,sed me a raise 
when I went to Newark; they changi-d my salary to st'J.S.r iier day; that made 
more money than what I was getting, on account of the days. 

Q. So you did get an increase in salary there?—A. Yes, 

Q. What position did you take at Newark?—A. I was manager at Newark.' 

y. Was your business the same generally as it was in Urbana?—A. Yes; but 
Newark was a larger station than Urbana. 

Q. How much more business did you hav(> to oversee there?—A. Our Newark 
business ran about 8y,0<M) gallons jier month.' 

Q. Can you tell us with reference to your experience there?—A. At Newark the 
business was much harder than it w.as at Uriiana on account of the fact that wo 
had from 20 to 2.5 prices. We sold J. P. Lamb & Co. gasoline at 7 cents; Mr. J. 
M. Brown, in the store beside them, we charged hi cents. We charged Mr. Ran¬ 
kin 0 cents for oil, and drove right down to Showman Brothers ami charged them 
7i cents.' We then drove to Mr. Hagmeier and made him a ticket out the same 
as the others, but we always rebated him. 1 think I have his receipts here now. 
Here is one. 

Q. Will you read it?—A. (Reading.) “ February 28, 'ilO, Mr. Clark, wlnm agent 
of Standard Oil Co., has paid me a gi-eat many rebates on goods wWch were 
receipted for when given. Oeo. J. Hagmeier.’’ 

Q. About how much of a rebate' did you make Mr. Hagmeier ?—A. One cent on 
gasoline and 2 cents on oil that he picked up.' 

Q. When you were selling to others at 7 cents you billed his at 7 with a rebate, 
so you really sold him at 5?—A. Yes. 

Q. Did you make that to Mr. Hagmeier on direitt instructions from the office ?— 
A. Mr. Mathews himself was in the office in November; he told us in Newark; he 
told me to give it to him. 

PRICES fixed BY THE MANAGER AND NOT THE AGENT. 

Q. How much discretion did you have with reference to making rebates and 
making special prices ? You, of course, were under general orders, as you have 
just said, to get the trade and keep the trade.—A. Yijs. 

Q. Were you at liberty without instructions from Mr. Mathews to make a rebate 
of 3 cents a gallon wherever you thought it was necessary ?—A. No; I would write 
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him that some customer, or somebody, was buying outside oil, and then he would 
either conio over or send Mr, Hollingsworth, his secretary. They would tell me 
to go and make the arrangement—authorize me to go and make the arrangement. 

Q. You did not have authority to make any special price yourself without direct 
instructions in each separate case ?—A. No; I could not change the price to any¬ 
one ; I had to sell at the price they told me. If any customer was buying outside 
oil, I would write them to come over, and they would come over or tell me to make 
the arrangement. 

Q. So all of this change in prices was alway.s under special instructions for each 
particular case ?—A. Yes; I always wrote those letters to Mr. Mathews personally; 
I did not write them to the offii*. 

Were yotir letters to Mr. Mathew.s always marked “ personal ? ”—A. I would 
write to Mr. Mathews personally. 

(^. Tliat is, you did not dare to write to anyliody but Mr. Mathews ?—A. I would 
write Mr. Matliews personally; i. e., put his name on the letter so that nobody but 
him would open them. 

Q. (by Mr. Farquhar. ) Were tlio.se changes in rebates or prices made by your 
suggestion to Mr. Mathews?—A. If I lost a customer, if a customer wont to 
buying outside, I would write to Mr. Mathews about it, and ho would come over, 
or write to mo to make that customer a certain price. 

Q. Then it was your representation to Mr. Mathews that cau.sed the change in 
price ?—A. No; he always told me to go and make the price. 

Q. IIow did you know what price to make if you did not write him?—A. I did 
not know what price to make and he would come there and tell me what to do; 
sometimes In' would .say; “ Cut half a cent, or 1 cent, or 3 cents.” I just reiiorted 
to him on a slip of jiaper. I met the competition if the customer w'as buying 
someboily rise’s oil. 

tj. (By Mr. Jenks.) It was on your report that Mr, Mathews made these 
cuts?—A. I sent in a report every week just like the one I read; he read those 
slips and wrote nio a letter and asked if I could not get those people in line. 
Then, if tlie nanio went in a couple of times and I told him I could not get them 
in line, he would come over and authorize a cut. 

Q. (By Mr, PlllLMi's.) He did hot authorize you to make the cut?—A. No; I 
could not cut at all. 

tj. (By Mr. FAiiyiiHAR.) In other words, in your business as canv<asser for 
trade, you could easily find .a customer at a certain pri<'e or a certain rebate, and 
you suggested that to Mr. Mathews and then the cut was made?—A. No; I 
could not do that. 

Q, 1 did not say you could. That is the reason you misconceived my ipiestion; 
I want, to lind out if a suggestion was made to Mr. Mathews. Would they have 
to be buying the outside oil ?—A. As long as it was one of our customers buying 
our oil, 1 coidd not make any suggestion to him because I never paid any atten¬ 
tion at all; but if any person bought outside oil .and I would reimrt any outside 
oil. then be would go to looking it uj). 

Q. Ill getting new customers, and in getting customers certain rates, how else 
could you ? IIow could Mr. Mathews know anything at all about it without you 
informed him?—A. I sent him in a reiiort every week. 

(J. Yes; certainly. So that all these cuts and suggestions, there, were on the 
part of the Standard Oil Comp.anyA. Yes; Mr. Mathews made them himself. 

(j. Did you have any positive orders from the Standard to make cuts—any sug¬ 
gestions'?—A. No; I reported each week the customers that were buying outside 
oil, anil he would wait about 1 week and write a special order to do the best I 
could. -If I eould not do anything, I would go ahead the next week and say, “ I 
am not selling any oil.” Then he would come over there himself and say, “ you 
make them a cut of a cent a gallon and see if you can not get them to come in 
again,” He might say half a cent or 2 cents, and whatever he says, goes; I could 
not change the price; I could not guar.antee a man any ]irice. 

Q. Ah the agent of the Standard Oil t)omp,any you were ju.st as anxious to get 
a customer as the Standard Oil Company was ?—A. Certainly; I had nothing to 
do with the price. 

Q. (By Mr. Jenks.) The only discretion yon had was with reference to the fact 
that you could give the name of the oil you sold him ; and if ho asked for a high 
grade, you would sell him a higher grade out of the same barrel and for the same 
price?—A. Occa,sionally, if a man wanted alittle better oil, or something, I could 
brand it Silver White, or Red Star, and give it to him out of the same tank. 

Q. Did he get it at the price that h,ad been fixed for that brandA. I would 
tell him I would give him some of this oil and a little better price on it, and he 
would not know. It was just the same as Capitol Cylinder and other oils we sold 
there in Newark.' Wo charged the Newark Ice and Cold Storage 33 cents for 
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Capitol Cylindei-j and went up to the Newark w'aterworks and charged them 31 
cents. Those prices were made by Currier, a special man. 

Q. Was Currier a special agent of the Standard Oil Company?—A. Yes. 

Q. Also in the office at Colnmlms ?—A. Yea. 

Q. A man who came up to give you those instructions?—A. Yea: he came 
around and made tho.so prices; that is, I did not have anything to do with it. He 
would come around and cut the prices where he thought it was_nece.ssary. 

Q. And you just delivered the oil ?—A. I just delivered the oil; and I would 
deliver it to them at tlie price he sold it to them for a year. If he sold it to them 
at a certain price and gave them a contract for another price for a year, I would 
look to see what the price was and charge tliem that price. 

PROCEEDINOS AGAINST THE AGENT OF SCOFIELD, SCHUUME1.S Ic TEAOLE, OF 

CLEVELAND. 

Q. Did anything come up at Newark besides driving these competitors out?— 
A. Nothing except that Mr. Al. Donaldson started there for Scofield. Schurmer & 
Teagle, of Cleveland. After he had been in hiusiness awhile and seemed to ho 
doing pretty well, I went down and iiought his huilding while he was away. I 
had a man,'Mr. Retbnrg. break a hx^k off, and wo went in and threw'his tanks 
and barrels out and loaded the bnilding. the wdiole thing, on a dray, and hauled 
it off. When he came back lie had no warehouse.' 

Q. Had he leased this huilding?—A. Yes. 

Q. (By Mr. Phillips.) Had his lease expired?—A. No; the lease was on yet, 
but I had the man sign a contract that no oil should go on that lot. 

Q. Would he not have recourse on this m.an for the oil and the damage done 
him?—A. He just got scared and sold us his wagon, all the oil he had, the desk 
in his office, and everything. We got the whole shoo(i;ig match. 

Q. Who fixed the price? Yon say you went dow'ii there and bought it. Did 
yon have the discretion to fix the price, or was it done under orders from Colum¬ 
bus?—A. I suppose thennan wanted ^.o; Mr. Mathews did not say just what he 
wanted to pay. He rvanted to know what price I could buy it for. Finally Mr. 
Hollingsworth said if I would get him out he w'ould give me 2 weeks' vacation 
on salary. 

Q. So that you had discretion to get rid of a rival?—A. It cost Si..')!! and the 
Standard Oil (lompany paid for the building. 

Q. Did Scofield, Schurmer & Ti'agle establish a new office?—A. No; they 
dropped it. His writing de.sk is now in the Stauilard Oil Oompany's office in 
Newark. 

Q. How much did you say yon paid for the building?—A. I iiaid S'2..50. It was 
just a shed warehouse. It was a poor thing, but it was worth more than that. 

Q. (By Mr. Kennedy.) Did you ever in any of tlnwe cities sell oil to any cus¬ 
tomers behjw the usual rate except for the jiurpose of driving out competitors?— 
A. No. 

Q. Did you ever bestow favors on any individuals?—A. No. 

Q. (By Mr. .Tenks.) What inducement did you give the owner of this shed to 
sell it for §2.50? (hie would not suppose that that was enough to induce a man 
to enter intir any such business as that.—A. Well, I got to talking around him, 
and keiit around him. 

(3. Was he a special friend of yours'?—A. Yes; we had a lot of repairing of oil 
tanks. The wholesale storage tanks got to leaking and I gave him all the work. 
The Standard Oil Company always paid for the work, and I gave him what work 
I could and heliied him out. 

(J. So that he did not merely get this consideration of ,‘ii2..')0 for his shed, but also, 
jiractically, a t>romise of work from-time to time. He was also a good friend of 
yours and he did it for friendship's sake more than anything else'?—A. Yes; for 
frieudshiji; but it was not what the building was worth; the building was worth 
a dozen times that. 

(3. (By Mr. Phillips.) Did he know you were going to take pirssession of this 
buuding the way you did, when he was out of the city'?—A. Who, Donaldson? 
No; he did not know anything about it until he came back and found everything 
gone. Besides, he had Mr. Charles Se.s.sor working for him. He stayed in the 
office and Mr. Sessor drove the wagon around town. Finally, Mr. Hollingsworth 
and I made arrangements to hire Mr. Ses.sor at $10 a week, and put him around 
right on Al’s trade. Mr. Sessor had worked for him, and knew his trade and 
where to go to. We told him that if he could not get the regular price at any 
time to take what he could get, and keeii the cans full all around while he coul(l. 
Q. (By Mr, Jenks.) What pay did he get before? Ho got I.! cents a day to fol- 
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low tho oil Wilson on a bicycle. Then I hired Roy Jones at 75 cents to follow A1 
around and see where he stopped. Then the next day, Mr. E. G. Mathews, our 
canvassing agent, would go to tho.se houses and exjdain to them how good the oil 
was and clean their lamp.s and fill them up, and have them send our wagon 
around there to let them try this oil at the reduced price. 

Q. Did you have any instructions to pay this boy 75 cents per day to go around 
and follow up competitors ?—A. Y(!s; and I had to bring the boy around to Mr. 
H(dlingsworth, who had a talk with him before we hired liira.’ 

Q. Who went with you to take this building when you bought it ?—A. I went 
down the street and got a crowd of fellows and brought them up. 
y. What did you pay them?—A. A dollar, I think, for the whole bunch. 

Q. Cash or drinks V—A. Both,Ithink; Igavetheinadollarand went with them, 
y. Did you get your vacation ?—A. I have not got it yet; yes, I guess I have got 
it now. 

y. Tluiy said you were to get 3 weeks' vacation it you got rid of the competitor. 
Why did you not get your vacation; you got rid of him?—A. They said I was too 
busy. The man at Washington Conrt-Hou.se rode out oti his bicycle and got hit 
by a train. We had to send Mr. Millikeu down there until they could order a man 
from Zanesville. I did not have any extra man. 

y. They did not express any disapiiroval of your methods at all?—A. Oh, no; 
they were well jdeased with it. 

y. Did theyexpniss ijositive approval?—A. I have a letter here from Mr. 
Mathews complimenting me on the way I got rid of him. This is a siiecial i)un- 
ishment they award, that they hav(! for their friends. 

y. (By Mr. Kunnkby). I suggest that the witne.ss state the substance of the 
letter, it he can not find it. 

y. (By Mr. .Ienks.) If you can not find it, will you stati‘what the letter said.— 
A. (yuotiiig:) '■ I wish to compliment you on the way you got him out of busi¬ 
ness.” It was a very short letter—just a litths .short ])iece on the top of it. 

y. If you can hand mo the letter aftcrwai'ds. will you do so'?— A. Yes, it came 
to me tyiiewritten afterwards; it was just a short <iuotation.' 

y. Now, in reference^ to this busimws in Newark'?—A. He complimented me on 
pipe fitting. I did some pipe fitting under Mr. Paulis's supervision. I got the 
compliments both at once. 1 was surpi'ised. 

y. Have you any furtlun' instances in mind of driving out rivals or any other 
special methods employed at Newark'?—A. No; we never used any methods 
except our cut. 

y. Exc(;pt what?—A. Except having different prices for different peophe Wo 
u.sed that more in Newark than anything (dse. 

y. Do you re<,-all how many grades of oil you were .selling then'—that is. nom- 
iniu grad(«'?— A. Thi'ee; that was all. We had ;! storage tanks, one 14,000-gallon 
tank, one IS.(WO, and one 1.500. 

y. You did not pretend to have more than 4 grades of oil'?—A. No; we had 1 
gasoline inid :! grades of oil. 

y. I understood y((n to say a little while ago that in most place.s where you 
were selling oil you had as many as 8 diffennit grades'?-—A. We had three grades; 
that was all we Imd. W(! sold Diamond White. Prime White, O. S. T., Water 
White, Crystal Liglit, Silver Light, Eocene; and when we had a man who wanted 
oil from Cleveland we painted the barrels red and branded them, I believe. I 
know they .stuit us a stencil from Cleveland. 

y. They sent you a stemil from the Cleveland office?—A. And it was marked 
Standard Oil Company, Cleveland, and wo had those biirrels painted red. I for¬ 
get ivhat nanu^ we put on for him. 

y. And you filled those barnds out of the sanui tanks and put the Cleveland 
branil on and sold it with that brand'?—A. Oh, yes; (>ach of those brands. Some 
had tlu! same brands and some different brands. 

y. (By Mr. Pnii.uus.) Did you sell the same brands at Newark as at the other 
(daces'?—A. We dropped the Hyperion at Newark and (lut the Diamond White 
on the cheap list. 

y. (By Mr. Jenks.) Will you tell us again with reference to the amount of 
trade yon had at Newark as compared with the amount at Urbana?—A. Wo had 
alauit a third more, I suptmse. At Urbana they ran about .KI.OOO and at Newark 
it was 80,000.’ 

y. (By Mr. Phillips,) That is, 80,000 gallons (wr month'?—A. Eighty thou¬ 
sand gallons. 

y. (By Mr. Jenks.) When you lidt Newark where did you go'?—A. I went 
back to tlrbana. 
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Q. Was the change in the natnre of a promotion this time?—A. No; Mr. Hurst, 
who had been agent at Newark, wanted his place back, and Mr. Mathews gave 
it to him. 

Q. Ho had been manager there before, and you took his place?—A. I took his 
place. He went away somewhere, but he returned and wanted his idace back. I 
got my place back at Urbana. 

Q. You went back as manager at Urbana?—A. Yes; I wont back as manager at 
Urbana. 

Q. Were your wages cut down?—A. No; they remained the same. 

Q. As you had at Newark?—A. Y(w. 

Q. Was there anything different in carrying on the business at Urbana the sec¬ 
ond time? Did yon have any new e.xperience?—A. No; not during the time I was 
there. I went back and staid (i weeks. 

tj. Only () weeks that time?—A. Only 6 weeks, and everything went along quiet. 

tj. Then where did you go?—A. I wont back to Newark again. 

O. To what po.sition?—A. Manager of the Standard Oil Comirany. 

y. Had Mr. Hurst left again?—A. He went on the mail force, carrying mail. 

Q. Working for the United States Oov(!niment?—A. Yes. 

<^, Were yonr wages the same the second time at Newark?—A. Yes, but they 
paid Imard for me for (i weeks when I canu! back. 

Q. So there was a little increase tor a time?—A. Yes. 

(J. How long did you stay this last time at Newark?—A. About 2 years. 

Q. And U]) until bust February?—A. Yes. 

COMP.X.NY's METflOns .VDOPTK.I) liY OWNERS t)F TANK WAOONS -XT NEWARK. 

Q. Did anything new happen during yonr last residence at Newark with refer¬ 
ence to the methods of busine.ss? Are there any special instances that you have 
in mind?—A. Nothing, except that the tank wagons occasionally made a little 
kick, and we would give a little rtsluction and then (oit it off again. 

Q. Explain a little more in d(!tail wliat you mean by that.—A. When one of 
the customers would ki(h, we would cut the price to him half a cent a gallon; in 
fact, we cut the price to all tlu' wagons a cent a gallon. W(! sold them gasoline 
cheaper than we sold the stores. Oil sedd at tile same price. 

Q. The tank wagons were not owned by the Standard Oil Company; you sold 
a little directly to the wagons?—A. We simply sold to them, 

O. And they would retail it out? -A. Amt get what they could for it. 

Q. These tank wagons had how many gradew?—A. They had d spaces. 

Q. They would have that many grades of oil?—A. No; they had 3 spaces for 
oil and 1 for gasoline. 

Q. Do you know whether they were in the habit of giving different names in 
the same way you had done when you ran the oil wagons?—A. My man there, 
Mr. King, was, you might say. the liead of tluwe fellows. More of them paid 
attention to whatever he said than to any onts else. He xvas an employee of the 
Standard Oil Company for a year and a half or 2 years. Through him they got 
to selling any kind a person wanted. If you wanted l.Vcont oil you could get it; 
if you wanted 10-eent oil you could get it. 

Q. They adopted tlu^ methods they learned from the comi)any?—A. Yes. 

Q. I suppose that is a method any one might develop for himself?—A. Mr. 
King said that if he could work it for other peoide he could work it for himself. 


now W’lT.NESS C.AMK TO l.EAVE EMPLOY OE STANDARD OIL C!OMPANY.' 

Q. Will yon tell us how you came to leave the enydoy of the Standard Oil 
Company ?—A. Well, I came in one evening when Mr. E. C. Lockwood was there. 

Q. Who is Mr. E.C. Lockwood?—A. He is a kind of general man from Cleve¬ 
land. 

Q. Standard Oil Company manager?—A. Yes. Ho goes around and inspects 
the stations and proiierty ; he looks over everything about a station and makes a 
reisirt on its condition, whether the yard is clean, etc. 

Q. Special imspector. Is that about it ?—A. Yes. 

Q. Sent about? -A. He has ;i States that he travels over. 

Q. Is this blank fonn which you have here on which he nuakes his report, so far 
as you know, the general one he sends from eadi .station?—A. Yes; that is the 
one sent from emdi station. 

Q. Will you offer this in evidence here?—A. 1 will leave you the copy. We 
had one taken every 2 (w Ji months at that station. WJien he came there to make 
the inspection, I came in at night and had worked a little hard and was tired. 
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and I suppose cross. Anyhow, he came in there all dressed up, and I was not 
in a very good lumor. He began to tell me how to do things ; how to do this and 
that thing in the yard. 

Q. How to do what?— A. He wanted to tell me how to blue barrels, count 
staves, weigh oil, and all that sort of thing. I had done that for 7 years and I 
did not think he could tell me. 

Q. Did you know who he was ?—A. I did not know at all that he held a position, 
so I told him he could not. He said I might lose my position by it, and I told 
him I did not care about that. I gave him a good jawing and never thought all 
the time that he was a person <;onuected with the oil company. I did not know 
who he was. In consequence 1 got a lay-off. I never got a discharge, and I 
never have gone back. 

Q. How was that done? By Mr. Mathews ?—A. Yes. 

Q. Have you a letter?—A. I have the letter in my pocket. 

Q. Will you be kind enough to read it? 

Q. (By Mr. PHIL.m*s.) Give the date of it, please?—A. (Reading inspection 
report.) 

Exhibit 1. 


INSPKOTION KEPOllT. 


station-. Newark, Ohio. Date, Octobek 3,1896. 

No. 1: Is date received written or stamped on each empty barrel? Old stock 
of Hurst's on hand not datcsl. 

No. 3: Are shipping tags, also date, left on until barrel is used; and ii no ship¬ 
ping tag, is shipper's address written on barrel ? See above. 

No. 3: Are oldest ban'els worked up first? Denmnd has been such that all 
new and most of old sti lek has been uscmI. 

No. 4: Are all cripples worked up currently ? fsame cripples on liand as when 
Hurst left. Mr. Clark states that he has worked up cripples coming in while he 
has Ixsm here. 


No. .1: Are light machine b.arrels steamed out as soon as received? Yes. 

No. (i: Are barrels bunged properl V ? I t,t cn i i i, . , 

No. 7: Are barrels properly fllledV | . V 


No! H; Are all buiig st/ives’ removed ' shipping day and 

when weak at the bunghoies? J bands us(sl. 

No. 9: Are barrels painted good color? Paint dull account, I think, of paint, as 
Hurst had some trouble. 


No. 10: Are barrels neatly stenciled?) .KT , c , 

No. 11; Are barrels properly glued ? f l'>'«rared. See above. 

No. 13: Are tank wagon or warehouse buckets and gauges on filling tanks 
correct? Verified by Mr. Cragin and Mr. Henderson. 

No. 13; Are same buckets or measures on tank wagons or at warehouse used for 
both oil and ga.soline? No. 


No. 14: Are tank-wagon faucets in a leaky condition? No. 

No. 1.5: Are the tank wagon and dray kept clean? Were as clean as weather 
past week would permit. 

No. 16: Are the horses in-operly cared for? H;id not been curried this a. m. 
Stables mjt cleaned. 


No. 17: A. What is their average feed? 6 to 8!) to oats. B. Cost of oats, :13 
cents; corn,35 cents; hay,$9. 0. Cost of new shoes, .81 ; resetting,.50 cents. D. 
Have you been able to get any better prices on hay, teed, or shoeing? Price is 60 
cents better on shoeing. E. What check is there that full (piantity of feed pur¬ 
chased is received ? City weight; Hurst has been paying 81.50. 

No. 18: Any leaky valves aronnd i)lant ? No. 

No. 19: Any leaky joints or pipe around plant? No. 

No. 30: Any leaky tanks around plant ? No. 

No. 91: Is glue trough and kettle and vicinity kept clean ? Yes. 

No. 33: Is sawdust on hand to dry up any oil that might leak or spill on the 
floor? Yes. 


No. 33: Is OTonnd kept dry aronnd tank-car unloading place? Grounds were 
wot, due to a leaking connection on a car being imloaded. Had Mr. Clark throw 
dry dirt on ground and place a bucket under tank. 

No. 34: Is ground kept dry aronnd tank-wagon loading place ? Yes. 

No. 36: Are shovels kept over all .sand barrels? 'Yes. 

No. 36: Are gates and doors properly locked up when agent is absent? Yes. 
No. 37: Is pump room in good condition ? 'Yes. 

No. 38: Are pumps well packed and in good clean condition? 'i'es. 

No. 39: Any unfilled orders on hand that should have gone out? No. 
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No. 30; Any deliveries on previous days that liavo not been reported ? No. 

No. 31: Does tank wagon, dray, or any of the buildings or tanks need painting 
or repairs? No. 

No. 33: Is the warehouse, office, and yard kept in orderly and clean condition? 
Warehouse much cleaner than kept by Hurst. Yard and office clean. 

No. 33; What time did the agent get around in the morning ? 6 a. m. 

No. 34; How much time does he take for dinner? ,30 minutes. 

No. 3.3: What time does he leave at night? .3..30 to 9 p. m. 

No. 36: Are they keeping sample of each tank car received pr operly labeled and 
kept in the dark three months before dumping ? Samples on hand not labeled. 
Instructed Mr. Clark th'at they should be. 

No. 37: Is oil inspected before tank car is dumped? Yes. 

No. 38: Is there any old lubricating oil or specialties on hand. If so, give us 
memo, showing tilled dates on barrels. See inventory, a decrease over last inven¬ 
tory. Mr. Clark has sent out some of the old boarders. 

No. 39: Any barrels not properly gauged? Test at least ten barrels and give 
agent's gauge and correct gauge of each. None prepared or gauged. Accoimt 
yesterday being shipping day. 

No. 40: What prices paying for coal ? $1.2.3, grade nut. Have you been able to 
got any better figures ? Not on ipiantities purchaafKl. 

No. 41; How many barrels of each grade prepared ? None. How many filled 
of each gi'ade ? None. 

No. 43: Are weeds cut down in the yard? Yea. 

No. 43: Is .agent sending in competition report? Yes. 


Oeiwral remarka. 

Make a c,areful and personal inventory of .all stock .and material on hand and 
return attached to this report. See inventory. 

H. S. Hollingsworth. 

It is just a check, you know. I will leave that. 

Q. We will put it in the testimony then and make it a partof the record, so you 
need not read it all over.—A. When he came there to make the check we got on 
the outs. I would not help him at all, and I kind o' threw things in his way. 
Every time I could I would do it. either the oil or the banads or .anything, so 
th.at lie could not inspect it. Finally I got a letter from Mr. Mathews at Colum¬ 
bus. 

E.'CHIBIT 3. 

Pkbruary 4. 1899. 

W. H. Clark, Esip, .Yewairfc, Ohio. 

Dear Sir : Owing to the difficulty in getting matters checked up at the Newark 
station, we have decided to discontinue your services for the iiresent. Imme¬ 
diately upon receipt of this please turn over all iiapers. keys, and everything 
belonging to the company to the bearer, Mr. W. W. Hughes, who will take full 
charge of the station for the pre.sent. 

I do not wi.sh you to consider this as a discharge, for the reason that if every¬ 
thing is in proper condition after we h.ave thormighly checked up the station 
there will be no difficulty whatever in having you reinstated. 

Yours, very truly. 

B. A. Mathews. 

So I am not discharged at all. 

Q. How long was this after you had had the ins])ector there?—A. I think it 
came in about 2 or 3 days, ,iust long enough for him to write after I had told him 
what I thought. He said he could not check up the account of the barrels while 
I was there. 

Q. Have you had any further suggestions from the Standard Oil Company that 
yon might be taken back into their employ again'?—A. They have been talking 
around. My brother-in-law worked for them at the same time I did. He had 
charge of the office there, and they were down there to see him the other day and 
wanted to know what I would work for them for. 

Q. Who was that'?—A. Fonts. ‘ 

Q. Who is he?—A. I think, Mr. B. A. Mathews's man. 

y. A man who works with Mr. Mathews'?—A. Yes. 

Q. He wanted to know what you would work for?-A. I told him I would work 
for $.300 a day, with six months’ pay in advance, and that I would work one day 
and quit. 

Q. What is your objection to working for them noW?—A. If the report which 
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you send in every month should contain an error of $2, they just take it out of 
your pay. They never send for you, hut just take it out of your pay. It might 
IK) a mistake of a clerk on some bill, or something, or an error in figuring up the 
accounts of the tank wagons. 

Q. If any mistake is made by one of their agents they simply deduct?—A. Or 
any of them, of the men under me, if any one of them makes a mistake, it all 
comes out of my wages.' 

Q. Will yon put 1 or 2 of these reports and letters in evidence here?—A. Yes. 
So you see it don’t help me so much after all. If there was any mistake made 
by any of the men they always took it out of me. 

TESTIMONY AGAINST STANDARD OIL COMPANY I.N OHIO. 

Q. (By Mr. Kennedy.) Did you recently give testimony in Ohio against the 
Standard Oil Company, showing up its operations so far as you know them?— 
A. Yes. 

Q. That occurred after yon left the employ of the company V—A. After I had 
been laid off. 

Q. When was that?—A. I do not know. It was not very long after that. Ido 
not remember the exact date at all. It was not very long afterwards. 

Q. You told it freely there just as you tell it here, did yon ?—A. 1 could not tell 
anything else. They asked me the questions, and what ismld I tell them ? 

y. What I would like to know is this; It yon had continued in the employ of 
the Standard Oil Company would yon have been apt to give the same kind of tes¬ 
timony ?—A. Not in the humor I was toward them just then. 

Q. Would this Commission bo apt to get testimony similar to this of yours from 
managers of the Standard Oil Company in other parts of Ohio ?—A. A.sk any per¬ 
son theriq and if they would come out and toll yon the truth they would tell you 
just the same as I -do. 

Q. Would Mr. Mathews have testified the same? 

Q. (By Mr. .Jenks.) Mr. Mathews, for e.xample. would he give similar testi¬ 
mony ?-^A. Mr. Mathews did not know anything when they had him on the stand 
before Mr. Monnett. I saw by the papers that he did not know anything. 

Q. Would you not have been apt to have been in the same jiosition, if they had 
asked you, provided yon had not been di.scharged by the Standaid Oil Com- 
liany?—A. Well, if I was a Sunday school teacher like him, 1 do not think I 
would have said that I did not know, if I did know. 

METHODS OF STANDARD OIL COMPANY'S t'oMPET'TORS. 

Q. (By Mr. FarcsUhaU.) While you were agent for the Standard Oil Com¬ 
pany, in tbo.se various towns, did any ojiposition (smiiiany ever sell below your 
rate"to get a foundation'?—A. Why, no: Mr. Ludlow and those gentlemen sold at 
a cent higher than we did. Wo always kept below. We were the low people. 

t^. Did you regard it as in the line of couiiictition wlien another company was 
selling at a cent or a cetit and a half a gallon more? Did you call that oppo.si- 
tion'?—A. They always sold higher. They could not furni.sh it as cheap as the 
Standard Oil Company. The Standard Oil Company always sells cheaper than 
other peoiilo can make the oil, and ship it cheaper into the town. 

O. (By Mr. Phillips.) Do they get lower freights? 

Q. fBy Mr. Jenks.) Better freight facilities'?-A. Freight as well. I have a 
letter here witli reference to freights. 

Q. (By Mr. Fakquhah.) You speak of opposition companies coming in. I 
want to know whether these opposition companies sold at the same rate as the 
Standard Oil Company, or above or below'?—A. Well, it would vary; sometmies 
they would sell at the same price, sometimes it would be a quarter of a cent 
higiier, and sometimes a quarter of a cent lower, but the average was always 
higlier than the Standard Oil. 

Q. What amount of earnings could they get to-day if they had to get customers 
to pay more to an indeiKuident company than they would to the Standard Oil '?— 
A. Lots of them said they had no love for' the Standard Oil Company; they 
treated them all too bad. 

Q. In .selling oil from the tank or from the store is there any friendship in it at 
all ? Is it not a simple commercial transaction of buying a goixi oil for a low 
price'?—A. I talked to lots and lots of them. Lots of stores feel that they would 
be willing to pay more for the other oil than they would for the Standard Oil. 

Q. Is there enough of that class of buyers to make a difference in buying and 
.selling oil so that an opposition comiiany can make a living and fight? Do you 
think any company can sustain itself on that kind of sentiment'?—A. The most 
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of those people have l)ecn handling Pennsylvania oil. Of course that makes a 
difference, while our oil at Urbana and at Columbus came from Lima, from the 
Solar Refining Company, and had the sulphur in it. 

Q. (By Mr. Jenks.) Do you think the oil of your rivals was l)etter than your 
own?—A. Yes; it was Pennsylvania oil. 

Q. (By Mr. Fauquhak.) Does the high standard of the oil explain the differ¬ 
ence in price ? For instance, was Scofield’s oil of a higher standard than yours ?— 
A. No; Scofield’s wiis not. 

Q. Whose was?—A. Charles Ludlow’s and the Independent, of Mansfield. 

Q. How could you take away their customers if you had a lower standard of 
oil?—A. Why, we would give it to them -so cheap that they really had to take it. 
If they did not buy it, we would get wagons on the sti’eet and sell it so cheap that 
they could not stand the competition. 

PENNSYI,VANIA OU. COMPARED WITH OHIO OH.. 

Q. (By Mr. Phillips.) Is it not a fact, that the Pennsylvania oil, the crude oil, 
is worth considerablv more than the Ohio?—A. The Penn.sylvania oil will run 30 
cents a barrel more than the North Lima. Whatis the North Lima worth? 

Q. I do not know.—A. Is not North Lima worth 78 to-day ? 

Q. I do not remember the last quotation ?—A. Is not Pennsylvania about 105? 

(J. 113.—A. I know it always runs that way. Wo heard the North Lima got 
down to 50 cents a barrel during the snminer, 

Q. Is it not a fact that it is very diliicultto deodorize the Ohio oil? Is it not 
mixed with sulphur and arsenic and vcu-y difficult to get a good illuminating oil out 
of it?—A. Yes; the only thing is to get the sulphur out of it. There is a trerman 
who has invented a way of brushing the sulphur out with some kind of a brush, 
and has patented the arrangfunent; but, of course, it is awfully expensive. 
The Standard has bought the jiatent. It is .iust like churning milk'; it will take 
the sulphur out, but it makes it awfully e.vpensive to handle. 

Q. Do you think any (uistomev will buy what is called Lima oil and Pennsyl¬ 
vania oil at tile same price? Will he not iirefer the Pennsylvania oil to what is 
denominated Lima oil ?—A. Pimusylv.ania oil would be the best oil: there is more 
life to it; the Pennsylvania oil is what we get the paraffine out of. while tla^ Ohio 
oil has sulphur. 

Q. (By Mr. Farquiiar.) From your experience, will yon exidain how many 
customers out of 10 ■would buy the I'lieapest oil?—A. If they knew it. the whole 
bunch of them would buy it. 

Q. It is your own exi)erieuce as a seller of oil that the object of the general run 
of the customers is to get the cheapest and save a cent or half a cent?—A. I have 
seen customers that would n<jt buy it if you .sold it to them 2 cents ciieaper. 

METHODS OF MAKINO LAMP TESTS OF OIL.' 

Q. I mean the general run of customers. Do customers generally thiiik as much 
about the cpiality as the pri(.’e?—A. (.)h, yiw; they do. We oftentimes make a 
lamp test just tlie .same as Jlr. Mathews’s man. If a man kicks on that Ohio oil 
and has got the Pennsylvania. w(! go in and make a lamp test. We turn our Ohio 
oil low and his Pennsylvania oil high. If we turn fhc Ohio oil high it wmdd give 
out more smell of sulphur, but wo do not do that. It is just a little trick of ours 
in turning the wick up. W<f can fool any person on their oil that does not know. 
You can take any person and beat them on their oil. 

Q. (By Mr. Jenks.) Were you regularly instructed by Mr. Mathews to m.ake 
your tests in such a way as to beat your customers?—A. Yes, we have 3 lamps 
for such purposes at each station. 

Q. (By Representative Livingston.) How were your orders given to you to do 
that—to make those te.sts?—A. He told us verbally, came and explained it to us. 

Q. You got no letters; nothing in writing at all?—A. He never told us any¬ 
thing in writing; he always came and told us just how to do it. 

Q. Can not you find something in writing on that line in some way or other?— 
A. I do not know; I may have sometliing. 

Q. Do you think if we put a man on the stand here that ho will not contradict 
you?—A. They can not do it and tell the truth. 

Q. Do you know they will do so, and prosecute yon for a fraud?—A. Let them 
do it. 

Q. Have you no way of substontiating what you have said?—A. I ■will tell you 
this, that the Standard Oil Company does lots of things that they do not let go 
down on paper in writing. Lots of times they will malje a trip that costs them 
|2 or $3 before they will write a letter. 

y. You are sure you have nothing in writing? 
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Q. (By Mr. Pmixips.) A.sk him it he can not support this by ottier testimony? 
Cj. (By Representative Livingston.) I want to know if yon can not do it over 
their signatures?—A. I liavo not anything here, I have no letters on that subject 
at all; I did not think about that. 

Q. (By Mr. Phillii’S.) Are there any other persons that have this knowledge 
that would be willing to testify to these facts ?—A. D. J. Hull, at Urbana, has seen 
it tested often. W. Hughes, of Newark; H. S. Hollingswortl. and E. G. Mathews, 
of Columbus; W.O.Reed, of Marietta.' In fact, any of the agents; any of the 
high men. 

Q. (By Mr. .Tenks.) Are those men all in tho employ of the Standard Oil Com¬ 
pany now?—A. Yes. 

Q. Do you know of any one who is not in the employ of tho Standard Oil Com¬ 
pany who has liad the same experience you have as to instructions for testing 
oil?—A. I do not know of any. except tho.se that worked around with me. 

Q. Do you not think of anybody who is not in the employ of the Standard Oil 
Company?—A. No; they are all head men and they are all holding their places. 

BUSINESS WITH THE RAlI.ROADS. 

Q. (By Mr. Kennedy. ) Have you handled lubricating oils?—A. Yes. 
y. Do you know anything about the furnishing of railroads with lubricating oil 
and tho i)ric(« charged them?—A. Wo furnished the railroads lots of refimsl oil, 
but I do not know the tirices charged. We always made out tludr bills, so many 
gallons, and tlimi sent the bill to Columbus, and they put the price on it. 

Q. Do you not know anything about the price of lubricating oil?—A. No; the 
agents never know any thing about it, except the head men at Columbus. 

Q. (By Mr., Tenks. ) What railroads did you sell oil to iu this way?—A. The 
Baltimore and Ohio Railroad Company. 

Q. That is the only railroad I'ompany you ever sold oil to?—A. Yes. 
y. And you never knew what price they paid?—A. Wo billed it to the B,alti- 
mor(! and Ohio Railroad (.lompany, Baltimortn Md. 
y. Where did you (UTiver the oil to them?—A. To the rounilhouse at Newark, 
y. (By Mr. Phillies.) About how much per mouth did you deliver to the 
Baltimore ,and Ohio Railroad?—A. In the summer time about (ill to 80 barrels a 
month, and in the winter time as high as l.TO. 
y. What quality of oil was thi.s?—A. It w.as Water White, 
y. Did you also sell them lubricating oil?—A. No; it was refined, 
y. Wheie did they buy their lubricating oil?—A. They bought it of the 
Atlantic Refining Company of Pittsburg. 

y. Is that also the Standard Oil Company?—A. I do not know; I do not think 
it is; I will not say about that. 

y. You simply sold them reftneil oil?—A. We simply sold them refined oil, but 
I do not know about the Atlantic Refining Company. I remember their travel¬ 
ing men used to come to Newark to see us. I always used to bring them up to 
the station. Thciy talked there so that I do not know ; but that is one reason why 
I thought so. 1 am not positive. 

y. (By Representative Bell. ) I want to ,ask about tho rebates. Did you not 
speak a little while ago about having some rtibates from the railroads ?—A. I 
said I was not allowed to pay freight to the railroads, or have anything to do with 
that—with the handling of the cars—at all, myself. Here is a letter sent to Mr. 
Mathews. 

Exhibit H . 

Urbana, Ohio, 3, 31,1896. 

Standard Oil Company, 

ColumbuK. Ohio. 

Dear Sir; I wish you people would write the New York,Pennsylvania and 
Ohio Railroad in regard to the way they handle our U T L cars. 1 have done my 
beat to get rid of them properly as I never hold a car 34 hours. I ordered them 
to switcli out an empty yesterday and it is not done yet and will not probably be 
switched out till to-morrow. Please write. 

Yours, very truly. 

Indorsed as follows: _ W. H. Clark. 

W. H. C.; 

That is all right. Our people have some sort of an arrangement with the Erie 
people in regard to tank cars by which they take care ot cars. 

Yours, etc., 

2, 24, B. A. M. 
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Q. (By Represontative Bfxl.) You <Io not know anything abont their freight 
arrangements witli the railroads?— A. No; I do not know anything about that. 
They said they had a private arrangement. 

Q. That is the letter ycm referred to a little while ago ?—A. Yes, 
tj. (By Mr. .Iknks.) Is this last part in pencil, signed by Mr. Mathews himself?— 
A. Ye.s. 

Q. (By Mr. Kennedy. ) Is that the way they do hnsiness ? Do you send them 
a letter and they send you back the original indorsed that way?—A. Yea; they 
do that lots of times, and lots of times write acro.sa the end of the letter. 

Q. They take the letter and turn it over this way [indicating] and write across 
the corner some little note—their business, anything they want to have deliv¬ 
ered ?—A. And send it back to me; some little short note; it is nothing; never 
kept in the file. 

(By Mr. Phili.ips.) Do you know anything alKiut the pipe-line system of 
Ohio, rvliether there have been any opposition pipe lines handling crude oil ?—A. 
I do not know'. The Jiipe line runs from where we used to live by Beverly to 
Lowell: from Lowell it runs on down and follows tbe river to Marietta and on 
to Parkersburg. I kninv their line when I boarded there with Mrs. .Iordan. 
Charles .Jordan W'as the agent of the Louisville and Ohio on the west side. 

Q . Have you no knowdedge of the pipe lines, of the Standard's competition 
along that line?—A. Not much ; 1 know they would use oil out of a certain place 
and mimp it into the Buckeye pipe line. A certain well is ])uinping so much, or 
the Argan refinery, or some refinery, has ordered .so much crude oil. He would 
tell me; I did not hear it; he W'ould just tell me what they said. 

Q. (By Mr. Phii.i.ips.) Has any member of the commission any other (jnes- 
tions to ask the witness ? 

W'AOES I'.VII) KY THE ST.lNDARl) Olt. COMPANY. 

Q. (By Mr. Kennedy.) I would like to ask him again in re^tard to his compen¬ 
sation. Do you say that you did not consider your compensation liberal or fair'?— 
A. I worked for I a month and paid $ldaninnth board for (i montbs; then I 
got raised to .ylo, and then went to Siiringfield for §;(.), and got my breakfast and 
supper and slept there ami got my dinner wherever 1 was. I h:ul to work from 1 
or 5 o'clock in the morning until it or 10 or 11 o'clock at night.' Wouldyou think 
that was good wages or not ? 

tj. When yon got $1.5 a month, was not that as a boy—you were a l)oy'?—A. I 
wa.s 19 years old and went into the warehouse ami painted barrels and did all the 
work there was to do there. 

Q . Will you state what the wages of the Standard Oil Oompany arc as compared 
with the wages of other refineries in Ohio? Are they about the .same?—A. It is 
pretty hard to tell about these fellows—the head fellows; they get pretty big 
money, but the fellows I used to pay at the Standard Oil Company's station and 
the warehou.se never got any more money than th<‘y could get any place else. 

Q. Do you mean tbe Standard Oil Company peoi>le?—A. Yes. 

Q. How about the employees f)f the indeiiendent companies ? Did you not know 
something about their wages?—A. I do not know anything ; I do not know what 
they pay; I nevb'r paid any attention to that; I never asked them at all. 

Q . (_By Mr. Phili.ips.) About what W'ages did you pay to persons under you? — 
A. When I worked in Newark and Urbana, I think I got men for To cents a day; 
I think that is what I paid them. I worked Lee P. Adair, at Beverly, in the yard 
there, for fit) cents a day; I got Fred Augenstein for tiO cents a day and then for 75. 

Q. What did you .say was the nature of their employment?—A. They drove 
hoops on barrels, filled barrels, took care of the team, drove the dray, or anything 
there was for them to do. 

(J. Is that about the same wages as other people pay for similar kinds of work 
in those places ?—A. No; the boys could have got more money in other places, but 
they wanted to work up. 

Q. Did they expect to bo promoted by working for the Standard Oil Company 
more cheaply than they would for some other person ?—A. When they hired them 
they talked to them and promised to promote them as last as iiossible. Lee Adair 
worked 4 or 5 months and got a raise of 15 cents a day; then he worked there 
over a year and did not get any more money out of it, and (juit. I got a boy from 
Lowell, Fred Augenstein, who worked for a year and did not get any more wages, 
and quit. 

Q. W hat were the hours that these men worked jrer day ?—A. They got to work 
about 5 o'clock and worked until dark. Lots of times in the summer, when the 
gasoline trade was heavy, rve had to work every day until after dark. I have 
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seen sonic days when w(' could f'ctit out at 3 o'clock, but generally we would have 
to work late to get it out. 

Q. You would average 10 or 13 hours a day?—We would average 13 all the 
time.' 

tj. (By Mr. Kknnf.dy.) Was your promotion pretty rapid'?—A. I was there 6 
years and I got $3..5(). I do not know whether you would considi'r that rajud or 
not. 

Q. (By Mr. Farquhau.) Did the men that you have .spoken alamt have steady 
employment?—A. Yes; they worked steadily: steady work for the company all 
the while. 

Q. All seasons'?—A. Y’es ; they worked iiretty steady the ye.ar round. 

ij. (By Mr. Phillips.) Has any member of the commission any further ipies- 
tions to ask the witness'? 

Q . (By Mr. Kennedy.) Will you suggest the names of any men in Ohio doing 
work similar to that which you did who might be brought before the commission 
to corroborate your testimony?—A. I do not know of any of them who can not 
do it; they would all tell you just the same; they can not tell you anything 
different. 

Q. (By Mr. Piiii.lips.) WIio, for instance? You have named (piite a number.— 
A. W.W. Hughes, 1 named; H. A. Day, Newark, Ohio. 

Q. (By Mr. Jenks.) What is his ]iosition'?—A. He has a tank-wagon branch at 
Newark. James King, Newark, Ohio, Standard Oil Company, is the man that 
used to paint the red barrels. 

Q. (By Representative Livinoston.) Have they numbers to their private resi¬ 
dences? You can not reach them in that way.—A. Newark is only a small town 
and you can reach them in that way. W. H. Donaldson, Newark, and Frank 
Hurst. 

Q. Who is Mr. King'?—A. Ho is the man who used to work for the Standard 
Oil Company and used to paint the barrels: lie was agent for 7 years of the 
Standard Oil. 

Q . (By Mr. Ratchioirp.) You have made a very full statement as to the dis¬ 
criminating jiolicy of the Stanilard Oil Company, both in the matter of cutting 
prices and in the matter of selling goods undi'r false.' names, and also in the matter 
of uneipial prices foiithe same goods to consumers. Do you believe from the 
consumer's standpoint that this policy is beneficial or not; is it advantageous to 
the consumer or not'?—A. We did not sell to the consumer. 

UNEQUAL PRICKS To DEALERS. 

Q. You did not sell to the consumer ?—A, We wholesaled; we sold to the trade; 
wo did not sell to the houses or any individual. 

Q. Not to jirivate houses; you delivered to the stores'?—A. Yes; we delivered it 
to the stores. 

O. (By Mr. Phillips.) Did you deliver it to the stores yourself? 

y. (By Representative Livingston.) Did that enable the consumer to buy oil 
cheaper? 

DEALERS' PRICES ITNIFORM. 

Q. (By Mr. Ratoiieord.) If it reached the retailer by inequality of price, did 
it nece.ssarily reach the consumer in the same way?— A. No; most of the stores 
sell at the same jirice. 

Q. Even though they buy at different prices?—A. You see there is often stores 
that buy different grades and sell at the same price. 

Q. Tl'ien oftentimes the same articles sell to the consumer for a like price?—A. 
No; I said the grades. Some stores will buy cheap oil and charge a high price, 
ami some will buy the b<!st oil at a high price and sell at the same price they do. 

Q. Did I not understand you to say a little while ago that you sold and par¬ 
celed it out to consumers from the tank wagons cheaper'?—A. Yes; we sold them 
gasoiine 1 cent a gaiion cheaper than we sold the stores, under a contract until 
the 31st day of December. We gave them a contract for last year. 

kkeect of standard oil company's methods on CONSL’MERS. 

Q. According to your testimony, then, has not the Standard Oil Company been 
discriminating in prices very largely? 

Q. (By Representative Bell.) Cutting the opposition? 

y. (By Mr. Ratchford.) Do yon believe that that is an advantage to the con¬ 
sumer or a disadvantage?—A. They generally made it up even when we were 
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selling oil at 7 cents. We would have a fight, and after the fight we would get 
it higher than we had it before. 

Q. That is not answering the qireation. 

Q. (By Representative Livinuston.) I do not think he understood it.—A. Of 
course it is a benefit to the consumer right then. That was certainly true when 
they took it to the house at 6 cents where the stores had to pay 7. That was a 
benefit to tho comsumer. 

Q. Yes?—A. When we retailed it around to the houses at (t cents they had 
to pay 7. 

Q. (By Representative Livinostox.) Wlien they drove their competitors out 
of tho market, was it any better for the consumer?—A. No; it went back t<i the 
old price. 

Q. (By Mr. FarquiiaK.) Did they go back to the old price?—A. They always 
said when crude advanced half a cent or a <*nt, raise oil a cent." 

Q. Was it more Ttsual to go back to the old price thiin to increase ?—A. Well, I 
suppose it would be more likely from time to time to go back to the old i)rice; 
but after they had that fight at Newark, and .sold at (i cents, oil went up to 18 and 
14 cents on the street. During that fight some people sold as low as 4 cents. 

Q. Who did?—A. J. P. Lamb. It was all over the windows and grocery 
wagons around town, “Water White Oil, 4 cents.” 

PRICES AT CIIMPETITIVF. AM) NONCOMPETITIVE POINTS. 

Q. (By Mr. .Tenks.) Do the regular iirices in towns where there is no competi¬ 
tion range higher than in towns where there is comiietition?—A. Last summer 
we had no competition in Newark, and gasoline retailed, or wholesaled, for 7,1 
cents. In Columbus they had competition, and gasoline sold for .'ll cents; there 
was 3 cents difference between Columbus and Newark.' 

Q. Can yon give any other instances of the same idiar.acter?-A. No two sta¬ 
tions have the same jirice. All stations have different prices. 

Q. Generally speaking?—A. If I would guit working at Marietta and go to 
Zanesville, they would Imve different prices at that pliwe, 

Q. (By Mr. Phillips.) What has made that difference—compiUition?—A. They 
always stiid it wiis the freight rate; thiit it cost more to4iandle it. It always 
seemed to mo that where there was no competition they were ch.arging different 
prices. At Newark last summer oil was it, cent a gallon higher than at Colundms 
and gasoline about 3 cents higher; Imt at Marietta it was 3 cents idieaper tlmn 
it was at Newark. That w;is before they had that trouble at Newark. Newark 
is generally 1 cent higher on oil and 3 cents higher on gasoline. My folks live at 
Marietta, and it was 3 cents cheai)er than it w:is at Niuvark. 

Q. (By Mr. Phillips.) Has any member of the commission further ipiestions 
to ask the rvitness? Have you any brief .statement to nuike that has not bei'n 
covered by the (juestions that have already been asked you? 

y. (By Representative Livinostox. )’ Do you know of any conduct of this com¬ 
pany similar to that wbhdi you have related, but which is more public in char¬ 
acter?—A. Sir? 

Q. Do you know of .something of a more public character of which the.se people 
have been guilty concerning discriminations such as you have mcntiondd?—A. I 
can think of nothing. 

Q. That can bo supisirted by evidence of other parties?—A. I do not know of 
any at present. 

Q. Did yon ever see a lawsuit in a court-house?—A. I was never in a court¬ 
house, except once when I took a deed in. 

Q. Did you hear them testify?—A. No; that was the only time I was in the 
court-house. 

y. What court was that?—A. Oh, there was no court going on ; I just took a 
deed up to the court-house. 

Q. Has the Standard Oil Company been iirosecuted by anybody, that you know 
of. in any cases either in a justice’s court or a circuit court?—A. I do not know; 
I am not posted on that. I was in Urbana when they were fighting there before 
the council. Wo were just in liefore the council, but never had any suit, or 
anything. 

6. You do not know of any court records that you could find?—A. No. 

Q. Has there not been any litigation concerning this question of methods you 
have been talking about?—A. I do not know. If you have the papers of Mr. 
Monnett, they mention everything 1 have said here. 
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9- (Sj Ratchford.) We have that case.—A. Those papers include every¬ 
thing I have said. ^ 

Testimony closed. 

AFFIDAVIT. 

State of Ohio, County of Ueking, as: * 

I swear that the statements made by me of my own knowledge in the foregoing 
report of my testimony before the Industrial Commission are true, and that all 
other statements I believe to be true. 

W. H. Clark. 

Sworn and subscribed before me this 15th day of September. 1899. 

[SEAL.J Phil. B. Smythe, 

Notary Public. 


Washington, D. C., June 9,1899. 

TESTIMONY OF HON. THEODORE F. DAVIS, OF MARIETTA, OHIO. 

The commission met at ll)..50 a. in., June 9,1899, Vice-Chairman Phillips presid¬ 
ing. Hon. Th((odore F. Davis, of Marietta, Ohio, testified. 

Q. (By Mr. Jenks.) Will you be kind enough to state your full name and 
address to the commission?—A. Theodore F. Davis, Marietta, Ohio. 

LOCATION AND NATURE OP BUSINESS OF WITNESS. 

Q. How long have you lieen engaged in the oil business?—A. I have had pro¬ 
ducing interests in the vicinity ot Marietta for 20-odd years. 

y. And as a refiner how much experience have you had?-^A. I have had a 
large interest in a small refining plant at Marietta for about B or 7 years. 

Q. Is your refinery running at the present time?—A. It is not. 

Q. Will you tell us, in the first place, with reference to your experience as a 
producer; where the oil fields are that you have an interest in, and what your 
experience has been in disposing of your oil?—A. I first became interested in what 
isknown as the Macksburg field.about 2,5 miles from Marietta, as aproducer; and 
upon the basis ot that production we established a refining plant, hoping to trans¬ 
port, manufacture, and market our own product. We continued the business 
for about 2 years, hut were finally compelled to give it up. It was not a success.' 

WHY THE REFINING BUSINESS E.MLKD. 

Q. In what way did the failure come about?—A. We were not able to market 
our produid at a margin suffleiont to pay us for handling. We were confined to 
one grade of oil that was better calcnl.ated for particular markets which we were 
not able to reach. Wo were not able to compound any other grades. 

Q. Will you explain in detail about that?—A. The product of some oil fields 
will make good lubricating oils, that are profitable: you can nuirket them; they 
are rich in paraffin. Paraffin oil is largely used for lubricants; this particular 
grade ot oil was more rich in that product, and therefore the trade was confined 
largely to the railroads; they were the large consumers, but we were un.able to 
reach them, because ot their connections; that is, we were able to reach them, but 
not to market our product. All or part of the pn iperties of our competitors were 
sold to the managers of the railroad. 

t^. Was your principal competitor tho Argan Refining Company? Was the 
com)ictition simply local?—A. The Southwestern officials, the managers ot the 
railroad of which I spoke, became owners of a largii block of tho Argan stock. It 
made no difference what we would propose in our quotations, we were not able 
to sell them goods at any price, though our goods were just as good as theirs. We 
lost a valuable customer. 

Q. Had you been selling this product to tho Baltimore and Ohio Southwestern 
Railroad?—A. We had sold some to it, but more particularly to other roads lead¬ 
ing out of Marietta, i. e., the Cleveland and Marietta and Zanesville and Ohio. 

Q. Was the Standard Oil Company at that time connected with this competing 
company, the Argan?—A. Not that we know of. 
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Q. Yon say that yon were deprived of the Baltimore and Ohio Southwestern, 
one of your most valuable customers, on account of some of the managers becom¬ 
ing stockholders in the Argan Company: but how did you lose your other cus¬ 
tomers?—A. The other customers wore located along the lines of these railroads 
and their several branches. We Jpst not only the railroad company itself as a 
customer, l)ut their handling the product of this one conceni enabled the mer¬ 
chants and dealers along the line to get oil at rates that we were not able to com¬ 
pete with. 

Q. So that was re.illy the reason of the stoppage of your refinery ?—A. That 
was one of the reasons. 

EXPEItlENCK l.N llEOAKD TO TRANSPORTATION. 

Q. Did you have reason to think tlu'y were getting advantage on freight 
rates?—A. We had no direct evidence of it, but we supposed it; they were acting 
very strangely; our information was only circumstantial: we had no means of 
knowing. Wi' believed that we manufactured as cheaply as thev did, and our 
freiglit rates being ei^ual we ought to have controlled some of that trade, but 
we were unable to do it. 

Q. What was your experience with reference to the transportation of the crude 
oil to your refiiu'ry. etc.?—A. We had our own lines from the wells at Macksburg 
to the railroad; from there we shipped it in tank cars to tlie works. I became 
interested in the Corning field, in Pei-ry County. 

PRODT'CT OP MACKSBURG Oil, PIEI.I) COMPARED WITH THAT OK OTHER FIELDS. 

Q. So far as your exiierience as a producer in the Maxburg field is concerned, did 
you have difficulties there—trouble witii refining?—A. Yes. 

tj. (By Mr. Pm i.lips. ) Is the Macksburg field product what is commonly known 
,as “white-sand oil?”—A. Yes; the crude is the same as white-sand oil, and 
commands a similar price in the market. 

Q. It is not th(‘ Lima field oil?—A. Oh. no. 

(J. (By Mr. .Tenks.) What were you going to say about the Coining field?—A. 
The Coming field was developed later; some of tlie people who owned the Max¬ 
burg field oiiened uji the Corning field. Corning is about 40 miles northwest from 
Marietta, along or ;J lines of railroad reaching Marietta. We undertook to mar¬ 
ket that oil or get some of our product to our works. We had some wells there. 

Q. (By Mr. Phillips.) What kind of oil was that—was it the same as obtained 
from the Berea or the same as the Pminsylvania?—A. That is a little different 
grade of oil. or at least there are some products in which it is not as rich as the 
Macksburg; there is .iu.st a little differein-e. They make a difference of 17 cents a 
barrel on the jirice. It is now lieing marketed for 17 cents less than white-sand 
oil.- 

Q. But it is white-sand oil nevertheless?—A. Y'es; we finally succeeded in get¬ 
ting a test of 3 or i! tank cars, and we decided that in many re.spocts it was just 
as valuable as white-sand oil, but we could not get it to our works by the railway 
for less than l.r cents a barrel more than we could get the white-sand oil fpr from 
the pipe-line company. Then we undertook to gather it up from the fields and 
take it through their pipe lines. 

CHARGES FOR PIPING OIL. 

Q. Through what pipe line?—A. The Buckeye Pijie Line; we bought that oU 
from them delivered to our works through their pipes. 

Q. Did they juunp the Lima oil through the same pipes?—A. No, the Corning 
oil; that is iiuite a tong way south; Lima is 7-7 miles, at least, or 100 miles away. 

Q. (By Mr. ,Jenks. ) Do you mean that the pipe-line company buys this Coming 
oil at 17 cents a barrel less than they would pay for the higher grade of oil that 
you have in the other field ?—A. Yes. 

Q. And was this same oil then carried to your refinery?—A. Yes, but Instead 
of charging us 20 cents a barrel for the pipage they charged us cents. 

Q. Will you explain the significance of that?—A. It would be 17 cents a barrel 
less to the producers at their wells. We discovered that the oils in many wap 
were just as good or better than the oils people were paying $1.13 for at the well, 
with 20-cent pipage. We could make a better product from that; but if we had 
to pay 17 cents a barrel more it would bring it down to where it was more profit- 
abfo, or just as profitable, to ignore that and take our o\iin product tnd sell it to 
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thft Standard Oil Ccanpany and bay from them a different grade of oil at abont 
the game price. 

Q. (By Mr. Jbnks.) That is to say, they would buy oil from you, as producers 
of course, at 17 cents less than they would pay for this better quality or oil from 
the Macksburg field, and then sell the same oil to yon as refiners at the same price 
as the highest quality of oil ?—A. Yes. * 

Q. So that as producers you were losing 17 cents, and as refiners you were 
gaining nothing. When they bought the first grade of oil, did they claim that it 
was inferior?—A. Yes. 

Q. And when they sold it to the refineries, they claimed that it was as high a 
quality as any that could be gotten?—A. Yes. 

AMOUNT OP OIL PRODUCTION. 

Q. How does the amount of this white-sand oil produced in Ohio compare with 
the amount of the Lima oil ?—A. I am not familiar with that; the pipe-lme people 
make a monthly statement of the oil they produce and the amount in the different 
fields, and I know only in a general way about it. I suggest that that is a matter 
which you can f^et dir^tly from their statistics. They furnish their purchasers 
or the dealers with a printed statement, as many of you gentlemen know, I presume, 
which is sent out about this time of the month. 

Q. (By Mr. Phillips.) Is not the Lima oil production much the larger?—A. Oh, 
yes; the production of the Lima fields, according to my recollection, is about 
60,000 barrels a day. 

Q. (By Mr. Jenks.) Then the high quality of oil from the Coming and Macks¬ 
burg fields is relatively a small part of the production of oil in Ohio?—A. Yes; X 
should think our field produced about 10.000 barrels per day, or in that neigh¬ 
borhood. 

Q. You spoke of the advantage which your competitors had as producers on 
account of the pipe-line connections. Will you make this point a little clearer?— 
A. As producers we were not able to get our own products to our plant without 
being subjected to all the extra charges which I have already mentioned. 

Q. Extra charges of the pipe line?—A. Yes. 

RAILROAD CHARGES FOR SHIPPING OIL. 

Q. How about charges on the railroad?—A. We were not able to get rates on 
the railroad at all satisfactory; they would make it no less to us than the higher 
rate of pipage. 

Hm you any reason to think there was any special discrimination of rates 
being made in the transportation of crude oil?-A, We were compelled to get our 
oil in tank cars from two lines of road. One was the Toledo and Ohio (Central, 
which had a branch nmning to Marietta. I made application for rates by wire, 
but I think it was at least thirty days before I got them to give me a rate at all; 
and when they did, I found it would cost me about 1 cent a barrel more than to 
ship ^ the pipe lines; i. e., 35 or 36 cents a barrel. 

Q. Did you infer from the delay that the railroads were more or less in the 
control of your competitors in the field?—A. Yes; it seemed so to us. We put our 
own loading racks and our own lines to the tanks, and paid the same transporta¬ 
tion rate as we would have paid if we had bought it direct. 

Q. Do you know whether these special appliances required of you in the way of 
loading racks were also required of the Standard Oil Company ?—A. No, I do not. 

Q. (By Mr. Phillips. ) Were you ever engaged in litigation in regard to freight 
rates with the Standard Oil Company?—A. No. 

Q. Was there any litigation in regard to freight rates in your section of the 
country with which you are familiar?—A. Mr. George Rice and Mr. McCarty 
had litigation, and, as I remember it, recovered finally from some of the trans¬ 
portation lines; but they afterwards became a part of the Standard Oil Company 
or the Buckeye Ifipe Line. I was not engaged m the business at that time, ana 
so did not familiarize myself with the case. I saw what was published in the 
newspapers and heard the case talked abont. 

Q. You yourself had no direct experience at that time?—A. No. 

THE OWNERSHIP OF THE OIL FIELDS. 

Q. Was there any difficulty in buying up new oil fields?—A. Well, there has 
be^ a good deal of property bought. After territoiy. is found to be g<^ payi% 
property it is bought up very largely by some of the different branches of the 
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Standard Oil Company; one, perhaps, will be the South *Pennsylvania Oil Com¬ 
pany, another the Ohio Oil Company, another the Carter Oil Company, another 
the United States Oil Company, etc. 

Q. Are all these companies connected with the Standard Oil Company?— 
A. es; they are all believed to be. 1 have no positive information as to that, but 
it is the common supposition that they are. 

Q. But you know as a matter of fact that the Standard Oil Company is con¬ 
nected with a large number of producing companies and has organized a large 
number?—A. I have no positive information, but it is currently Wieved by sdl 
the oil people about Marietta that it is. 

Q. (By Mr. Jenks.) Does the purchase of these oil fields by the Standard Oil 
Company, or the compahles associated with them, simply mean that they have 
plenty of capital and can pay higher prices than their competitors?—A. Yes. 

Q. Have you any reason for believing that there is anythiiift unfair in their 
methods of dealing in this respect ?—A. No; I have not. I have seen large prop¬ 
erties sold to companies w)iich we believed to bo connected with them; they nave 
always paid very fair prices; in fact, almost exorbitant ones in some cases, 

Q. Is it simply a question of having a large capital at their di^sal, with a will¬ 
ingness to pay well for the property they want to get control of?—A, Yes. 

CHARGES OF PIPE-LINK COMPANIES, ETC, (RESUMED), 

Q. Let US go back again for a moment to the question of transportation and the 
charges that are made by the pipe-line companies. Did you pay by the barrel ?— 
A. Yes. 

Q. About how much does the barrel contain?—A. Forty-two gallons is the 
Standard Oil Company's quantity; that amount is delivered or supposed to be 
delivered for a barrel of crude oil; formerly it was 41, but it has been 48 for a 
number of years. They have their own experts for gauging the tanks and make 
out their own ^auge tables. Where a producer requests it they will furnish a 
duplicate, showing the capacity of each tank for each inch in height or depth. 
The producer can have a representative there when the tank is gauged. The pro¬ 
ducers soon got used to the system and paid no attention to it. 'The amount is 
reported to the pipe-line company and credited on their books, and you can sell 
your oil whenever you please, 42 gallons for the barrel, I believe, however, they 
take up 34 per cent for w'astage by evaporation in addition to that.' 

( 5 . Why IS that done ?—A. It is claimed by these people that that is about the 
fair average of the shrink.age or contraction Ijy the leakage and evaporation. 

(^. Then there is a waste when oil is handled by barrels or placed in tanks ?—A. 
It is never handled in barrels, bnt always in tanks and pipe lines. 

Q. So this wastage, they claim, exists in the pipe lines themselves?—A, Yes. 

Q. If you buy a thousand barrels of oil, will they deliver about S j per cent less 
than that because of this wastage ? Is that the idea?—A. No; they will deliver 
to your credit so many barrels of oil and have the wastage of 84 per cent estimated 
or computed from the gauges. 

Q. That is, when they are buying oil from you ?— A. Yes; when they are buy¬ 
ing from us. 

Q. Is that practically the universal custom in the case of all pipe lines ?—A. 
We have not had, for a number of years, any pipe line in the country but the 
Standard. 

(J. They buy from you and pay you a certain amount, less 34 per cent which 
they claim as wastage?—A. Yes, 

Q. (By Mr, Phillips.) Is it a fact that the Standard Oil Company have a large 
amount of sediment or surplus?—A. Yes. 

Q. Do you suppose that is accumulated from this 34 per cent?—A. Of ccmrse I 
have no definite information as to that. It is supposed that we buy a part of it 
and that they also charge or assess for insurance on fire losses. It occasionally 
happens that a tank of oil is burned up. 

Q. Is that assessment made on the producer in the particular division or 
locality? 

Q. (By Mr. Jenks.) How is the assessment calculated?-A. By reducing the 
credit balances. If you have 1,000 barrels, and 1 per cent would take up the total 
loss, they char^ it up, 

Q. (By Mr. Phillips.) Have they any legal authority to make an assess¬ 
ment?—A. I think it is mutual: I do not know whether or not it would stand in 
litigation; I have never known of anyone objecting to it. 

Have you ever known of any person brinmng a suit to recover?—A. No; 
they object, of course, but 1 have never known of anyone making a claim for it. 


See p. 482, Uip. 




STANDARD OIL COMBINATIONS:—DAVIS. 


355 


Q. The fact is, then, that this is generally quite a small amount on each pro¬ 
ducer, and that they do not feel justified in going to law in regard to it, but there 
is no law that could assess?—A. No. 

Q. But they do do it, nevertheless, generally ?—A. Yes; I understand so. 


THE NECESSARY CAPACITY OF A REFINERY. 

Q. (By Mr. Jenks.) How large a refinery did yon have? What was the 
capacity?—A. Well, about 8,000 barrels a week was our capacity; of course we 
could increase it at any time if the trade demanded it. 

Q. Is a refinery of that size, properly built and equipped, able to refine oil as 
advantageously as one considerably larger?—A. Well, it would be confined to 1 
or 2 branches of the refining hu-siness—that is, the manufacture of illuminating 
and lubricating oil. But if one had a gasoline plant connected with the refinery 
it would add very materially to the profits. 

Q. That is to saj^, in connection with every refinery there are a certain number 
of by-products which can be used to very great advantage as soon as your plant 
is lar^ enough so that you can afford it ?—A. Yes. 

Q. Do you nave to have special facilities for that use ?—A. Yes. 

Q. Wlmt do you do with these by-products that you have?—A. We sell part of 
them to Scofield, Schiirmer & Teagle, of Cleveland—paraffins and benzines. We 
have a good market for our surplus there, but never at a profit. We would just 
about get rid of it without carrying it in stock. We never were able—at least, 
we never seemed to be able—to ^et any profits out of by-products. 

Q. Can you give any definite idea at all as to how much more profitable your 
establishment would have been had it been large enough for you to make the 
best use of the paraffin and other side products which you were compelled to 
dispose of substantially at cost?—A. I have never made any estimate of that. It 
would be a mere approximation if I should, not having gone into it. I should 
have to make some little calculation, which I think would be foolish to attempt, 
because it would only be an approximation. It might differ quite a little from 
the real facts, if they were determined. 

Q. If yon had had double or treble the amount of capital in your plant, with 
additional facilitie.s for making use of the by-products, do you suppose that, sell¬ 
ing your illuminating and lubricating oils at the same prices as before, the added 
proms from by-products would have enabled you to pay dividends on the capital 
and keep your establishment running, whereas the experience you did have com¬ 
pelled you to close down ? —A. Yes; I think so. I think if such a profit had been 
secured the business could have been continued successfully. 

STANPARI) oil, company's MONOPOLY OF BY-PRODUCTS. 

Q. (By Mr. Phillips.) Is it, or is it not, a fact that tho Standard Oil Company 
has practically a monopoly of all those by-products, so that if your business had 
been increased you could not have found a market for any of them'?—A. The 
by-products would have gone up to consumers, of course. We should have no 
occasion to sell by-products if we could manufacture them and put them on the 
markets. If wo wore selling crude by-products, with our regular product, to a 
customer, and we introduced a .special arrangement for using these by-products 
in their crude state, wo could not make any jirofit from their immediate sale, and 
of course wo should lose that customer. 

Q. If you had facilities for manufacturing a very large amount of lubricating 
oil, does not the Standard Oil Company so monopolize that trade with the railroads 
that it would be practically impossible to market in competition with them ?— 
A. The railroads are large consumers of low-grade lubricating oils, and unless 
you can get some connection with the railroad companies that consume them in 
large quantities, it is almost impossible to get around to the small dealer and 
market at a profit. The Standard companies practically have got such control 
that you must either get some railroad in with you or sell your by-products to 
some of their concerns, to be compounded into their grades and marketed. 

Q. Is it not conceded by what we call the independent or outside refineries that 
the Standard Oil Company has practically a monopoly of the lubricating business, 
especially among all the prominent railroads?—A. Yes. 

Q. Would ,any big corporations, independent of the Standard Oil Company, be 
safe in investing f500,000 or $1,000,000 in manufacturing lubricating oil? Would 
there be any certainty of finding a market for it?— A. I think it would be a 
rather hazardous undertaking j that is my judgment. 
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Q. (By^Mr. Jenks.) If I understand what you say on that ^int, the Bul»tanoe 
is this: That a very large establishment that can put in the needed facilities for 
making the best use of the bj-products has a decided advantage in the manufac¬ 
ture, but that, owing to the fact that the Standard Oil Company has apparently 
such close relations with the railroads and with the woducers of these'by^roducts, 
it is nevertheless a hazardous investment to make, owing to the dMculty in 
marketing?—A. We look upon it in that way and have not made guch an invest¬ 
ment in our concern. 

Q. But the advantage in the manufacture itself, you think, undoubtedly 
exists?—A. Yes; I think go. 


THE COMPOUNDING OF OIM. 

Q. Can you give us some idea with reference to the way in whtth the different 
grades of oils are compounded?—A. I do not know whether I can make myself 
understood about that. Most refineries have a department of that kind. They 
have a person who becomes expert in compounding mineral oils with animal oils, 
and in the filtration and extraction of oils from the paraffin. There is a very 
great difference in these different grades of oil in the markets. One consumer, 
in many cases, may pay 5 or 6 times as much for a particular grade of oil as some 
other consumer. For instance, 15 cents a gallon would be a fair price for some 
consumers; and for some grades of oil they get 75 or 80 cents, owing to the par¬ 
ticular machinery that is used. 

Q. If I understand you, then, the manufacture of lubricating oils is very largely 
a matter of compounding?—A. Yes. 

Q. And that is an art in which there is a chance for experience and the devel¬ 
opment of skill?—A. Yes. 

Q. But nevertheless the art of judging accurately the quality of lubricating oils 
is a somewhat difficult thing?—A. Yes. 

VARUTIONS IN THE PRICE OF LUBRICATING OIL. 

Q. So that if a person is disposed to get 2 prices, or 8 or 4 prices, for the same 
qualitv of oil from different consumers he might be able to do it?—A. Yes. 

Q. Have you any reason for believing that any of your competitors were in the 
habit of getting different prices for the same grade of lubricating oil?—A. Yes; 
we have feiome satisfied of it by coming in competition with them. The grades 
of oil we were manufacturing in the same town would often be selling at 22 and 
23 cents a gsffion, while they would be selling to the very same people with whom 
we came in contact for 70 and 80 cents—in a small way, of course. 

Q. Who were those competitors?—A. The principal one was the Argan Refin¬ 
ing Company. 

Q. What was the source of your information on this matter ?—A. We were 
located in the same place and our plants were close together. Our men inter¬ 
mingled, i. e., they would work at one place for a few weeks and then change 
about, so that we bwame somewhat familiar with what our competitors were doing, 
as they seemed to be willing to get information about us. 

Q. xour information, then, on this difference in prices came from men working 
for you who formerly worked for the Argan ?—A. Yes, or vice versa. 

METHODS ADOPTED BY COMPETITORS TO SECURE INFORMATION. 

Q. You intimated just now that your- competitors sometimes secured informa¬ 
tion with reference to your methods of doing business in ways that were ordina¬ 
rily not considered normal. What were some of the methods empliwed ?—A. On 
one occasion we had an office boy who became shipping clerk, and attended to 
middng shipments of oil by river and by rail. That young fellow was approached 
by an agent of the Standard Oil Company, who offered to pay him for a report 
from day to day, giving the names of the persons we were shipping to, the points 
dupped to, and the invoice price of the product.' 

<J. What was the result of that offer?-A. Well, the young man was very 
much surprised, but was loyal to ns. He came and rave us all the information 
that he hM. We advised him to go further and get further information, but the 
other people weakened. I gmess they suspected we were getting onto their schemes; 
they never accomplished it, so far as we know, unless it was done without our 
knowledge. Sometimes in the evening, after we closed up, the office man would 
be the last one to leave. They held conferences once or twice right in our office 
and tried to induce him, for a conrideration of a suit of clothes, or so much per 
month, or something of that kind, to give them that infbrmation. 


See Mopnett, p.316; Mr. ArcbboM, pp.S73,674. 
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Q. In this special case yon think they failed to j;et the information they 
•wanted on account of the fidelity of your assistant?—A. I think so. 

Q. Do you know any other case in which they did get information along this 
line?—A. I did not have any positive information, but we believed that every 
barrel of oil shipped from our works either by steamboat or by rail was in some 
way reported to our competitors. That was only a matter of belief and conjec¬ 
ture, but the circumstances pointed strongly in that direction. 

ONDERBIDMNO OF COMPETITORS. 

Q. What were the circumstances that pointed in that direction?—A. Why, 
when we would make a shipment of oil and send invoices, their traveling men 
would frequently come in contact with that particular suipment; the people that 
we shipped to would write us saying that they had a quotation at a lower price, 
and in many cases we would have to meet that price or lose the customer. We 
would have to make a deduction on the invoice, or make an allowance on the 
next shipment, or something of that kind. Of course, it created a great deal of 
dissatisfaction. We would have to beep a man on the lookout all the time, 
traveling from one little to'wn to another to see the small dealers. 

Q. That is, then, I infer, practically a universal custom -with those people; 
wherever you had a customer they would follow you up?—^A. Yes. 

Q. (By Mr. Phii-lips.) As a rule, did they sell lower than you offered to sell?— 
A. They offered it, and we ultimately would lose a customer unless we reduced 
the price. 

Q. (By Mr. JENKS.) What was the effect of this operation? Did it reduce 
the price of oil to the consumer?—A. I think not. 

Q. Why not?—A. The dealer would not change his price; he would continue 
to sell the oil and if he bought it at the same price offered by the Standard he 
would have advantage of the difference in pnce. The dealer would get the 
advantage of the difference in price. 

Q. Do you think, then, that the price of oil was lower to the dealers and that 
they made better profits than they would have made save for this action of the 
Standard Oil Company?—A. Yes. 

Q. (By Mr. Phillips.) Was that only in particular localities?— A. Yes; in 
localities where we were seeking a market. It may have been so in other locali¬ 
ties, of course, but I have no information on that. 

GENERAL EFFECT OP THE COMPETITION. 

Q. (By Mr. Jenks.) What do you think has been the ultimate effect of this 
competition which you said finally compelled you to go out of business? Have 
you any reason to believe that prices have increased?—A. Generally, I think they 
nave bwn restored to a more uniform condition; in many localities they would 
get the same increased price. 

Q. So that the general average of prices is probably higher?—A. Yes. 

Q. This cutting prices was ordinarily to satisfy customers at particular plac^?— 
A. Yes. 

Q. And was not a general cutting?—A. No. 

COMPOUNDING OF OILS (RESUMED). 

Q. To go back to the question of mixing oils. Did you say that nearly all 
refineries nave a special department for that work and a special mixer?—A. Yes. 

Q. And that a good many different brands are made in practically every 
refinery?—A. Yes. 

Q. Is all this to satisfy, so far as possible, the taste and desires of different 
customers?—A. Yes. 

Q. And were you in the habit of making special brands for special customers?— 
A. I do not think we did in lubricating oil, but we did in illuminating oil. 
Sometimes we found the same name used on oil that was manufactured by other 
concerns, apparently for the purpose of getting out under our brand. We had 
one brand that was considerea su]^rior by many consumers. 

Q. What was that?—A. It was called the Champion. 

Q. And yon had reason to believe that brand was sometimes used by your com¬ 
petitors?—A. Yes. 

Q. And put on an inferior grade of oil ?—A. Yes. 
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Q. Have you any specific instance in mind of an attempt of that kind or an 
attempt to make your customers believe that your oil was not up to the stand¬ 
ard?—A. Yes; I think of one particular case, that of the Cleveland and Marietta 
Railroad. They were customers of oru's and we branded all of our oil under the 
brand that we were shipping it at. We supplied them with lubricating as well 
as illuminating oil. In one case we were informed by the purchasing agent that 
their inspector had discovered 5 or 6 gallons of water in some of the barrels of 
the last shipment we had made. We at once took the matter up and investigated 
it, and found that every barrel wo had shipped out—at least every barrel of that 
particular invoice—was accounted tor by having our brand on it. The other 
barrels, which it was claimed had water in them, had no brands at all. We had 
no information as to where they came from, but some one undertook to deprive 
us of that customer ^ sending a shipment of spurious oil and then trying to 
make the particular officials think it was our product. 

Q. Did you say there were 4 barrels that had water in them ?—A. Yes; I think 
there were 4 or 5 barrels. 

Q. Did you think that somebody stole 4 barrels of your oil and put this spuri¬ 
ous oil in the place of it?—A. I do not know; I know ours had all been counted 
up and distributed along the line, and it was difficult to go to each point and to 
each agent that distributed it and find the bairel with the shipping mark. The 4 
or 5 barrels of spurious oil had no marks to show where they came from. It may 
have been ours, out I do not see how it could have'been unless somebody opened 
the barrels and put the water in. 

Q. So there must have been some fraud in that special case ?—A. There was no 
doubt of it in our minds; we investigated it very carefully, and it resulted in 
establishing our reputation with that particular road, so that as long as we con¬ 
tinued in the business we had their entire trade; the way it happened it tunied 
out fortunate for us after all. 

Q. What would have been the effect had you not been able to establish your 
case?—A. It would have ruined us. 

Q. You would have lost that trade?—A. Yes. 

THK COST OF PROPnClNO OIL. 

Q. How does the cost of producing compare now ■with what it was a few years 
ago?—A. It is less. Fuelissomewhatless.owipg to the locality, of course. Coal 
has been cheaper for 8 or 4 years than it was 10 years ago; and where natural 
gas is used the uniform price, I think, throughout the country is 7 cents for each 
barrel of crude oil. Some of the chemicals that are used in the manufacture of 
oil are quite a little less. Sulphuric acid was cents, and is now about 1 cent a 
pound; but that is not a very material part of the cost. 

Q. So that on the whole you think the cost of refining oil has decreased a little 
of late?—A. Yes. 

Q. Do you have any difficulty in getting the material which you have to use at 
good prices?—A. No; not at all. In the case of the last we bought we had a con¬ 
tract by the year with the Standard Oil Company. We bought our sulphuric acid 
and other chemicals from them. 

Q. Is it generally true that refiners of oil, who are competitors of the Standard 
Oil Company, have to buy material, for example, sulphuric acid, from them'?— 
A. Yes; generally. 

Q. Do you not think they might be put at something of a disadvantage in that 
way?—A. Yes; possibly. Although the last we bought from the Standard Oil 
Company was cheaper than people could get it elsewhere. » 

Q. (By Mr. Farquhab.) Is it not generally the case that sulphuric acid and 
other materials used in refining oil can be purchased from the Standard Oil 
Company cheaper than in any other market?—A. Yes; I think that is right. 

COMPOUNDINO OF OllA BEQUIRIS KNOWLEDOE AND SKILL. 

(AIs the compounding of oil a scientific operation or simply a haphazard one ?— 
A. Well, there Is a great deal that is haphazard; it is now becoming more a 
custom to go into it carefully and scientifically; but from my observation of 
refiners generally there is as much haphazard work in the compounding of oils 
as in any other business in manufacturing. 

Q. If you were engaged in the compounding of lubricants would it not be your 
custom to send to the scientific schools for a full analysis before marketing the 
product itself ?—A. It is sometimes required, but we do ndt always do it; it entails 
more or less expense that all want to avoid, if xiossible. 
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Q. Is it not generally a fact that many refineries have mixers or compounders 
now? Are mixing ana comTOunding considered scientific attainments?—A. Yes. 

9 . Is not the compounding of lubricants and illuminants taught in every 
scientific school in the county?—A. Yes; and in a great many colleges. 

Q. Is it taught at Cornell University,for instance?—A. Yes; and at the Ohio 
State University at Columbus. 


RAILROADS PREVENT FAIR COMPETITION. 

Q. In your business with the railroad companies, how close were the prices of 
the Argan or other competing companies to your own?—A. Well,our exiierience 
S(Mn led us to understand that any price we might make to the railroad compa¬ 
nies that they had control of would cut no figure; we had no means of knowing 
what they got; for instance, if they were getting 12^ cents a gallon and we 
offered it for 6 cents, we could not get that. We knew they were selling at 12i 
cents to other people: of course, we do not know just what controlled it, but we 
were not able to get the trade.' 

Q. (By Mr. Jenks.) Did you, as a matter of fact, make the price lower to the 
railroad than to other customers?—A. For a few times, just to satisfy ourselves 
that that was the condition of things; after that we paid no further attention to 
that particular trade. 

Q. (By Mr. Farquhar.) What official of the Baltimore and Ohio Southwestern 
Railroad controlled the purchase of lubricants?—A. They had a purchasing 
agent, who was not always the same party, but it seemed that a higher authority 
controlled their sending out requisitions for the oils they needed. A complete 
change was brought about in their methods of doing business, and soon after it 
was known that the officers of the road controlled considerable stock in the Argan 
Refining Company. 

Q. Were the parties interested in the railroad also interested in the Argan ?—A. 
Tliey finally acquired, as wo believe, at least 50 per cent of the stock of the Argan 
Refinery. 

Q. The oils, of course, were called standard?—A. Yes. 

Q. Do you claim that the Argan was better or poorer oil?—A. It was intended 
to be substantially the same grade. 

Q. Was it left to the purchasing agent to make a decision himself ?—A. 
Oh, yes. 

Q. Then do you wish to impress upon the commission the idea that prefer¬ 
ence was given to the Argan Refinery because the railroad officials were interested 
in it?—A. Yes; that is my belief. 

O. Have you no knowledge ?—A. None whatever, except the circumstance 
winch led us to that belief, the general condition of things, and the fact that we 
were not favored with a part of their business. 

Q. Can you tell the commission, from your own knowledge, whether the Stand¬ 
ard Oil Company offered better terms than you did to the railroads?—A, No. 

Q. (By Mr. Fillips. ) Did you say that you offered to sell at a much lower rate, 
and that they refused to purchase your oil?—A. Yes. 

Q. Is that the reason why you think there was unfair competition?—A. That 
is it exactly. 

Q. Do you believe it or know it?—A. We believe. 

Q. Because they would not purchase your oil, of equal quality at a much lower 
price than they were paying others?—A. The influence did not stop at that par¬ 
ticular point; but the fact that it was known along the entire mileage of that 
railroad and its branches that they were getting their illuminating and lubricat¬ 
ing oils from this particular concern we believe influenced the dealers along the 
line, because thev could get it in small quantities and without very much trouble. 
The same people' being interested in the railroad and the Argan Refinery made, 
we believe, quite a difference in our trade along that line; we may be mistaken 
about it, but it so api)eared to us at the time. , 

Q. (By Mr. Farquhar.) Do you not usually find that it is a pretty difficult 
thing to hold a customer where you have competition of that kind ?—A. Yes; and 
especially when the matter is in the hands of a purchasing agent. 

Q. Do you have any faith in the old saying tliat “ The purchasing agent was 
bought on both sides’’ ?—^A. I do not know. They laughed at the statement, and 
so far as our concern goes we did not try to influence our trade in that way at all. 
It was on its merits, for what its value was; and so far as I know, we had no 
string to the purchasing agent of any company that dealt with us. 


‘ See Mr. Leo, p. 208; Mr. Archboltl, i>. 616. 
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Q, Have you any specific instance in mind of an attempt of that kind or an 
attempt to make vour customers believe that your oil was not up to the stand¬ 
ard?—A. Yes; I think of one particular case, that of the Cleveland and Marietta 
Railroad. They were customers of ours and we branded all of our oil under the 
brand that wo were shipping it at. We supplied them with lubricating as well 
as illuminating oil. In one case we were informed by the purchasing agent that 
their inspctor had discovered 5 or fi gallons of water in some of {he barrels of 
the last shipment we had made. We at once took the matter up and investigated 
it. and found that every barrel we had .shipped out—at least every barrel of that 
particular invoice—was accounted for by having our brand on it. The other 
barrels, which it was claimed had water in them, had no brands at all. We had 
no information as to where they came from, but some one undertpok to deprive 
us of that customer by sending a shipment of spurious oil and then trying to 
make the particular officials think it was our product. 

Q. Did you say there were 4 barrels that had water in them ?—A. Yes; I think 
there were 4 or 5 barrels. 

Q. Did you think that somebody stole 4 barrels of your oil and put this spuri¬ 
ous oil in the place of it?—A. I do not know; I know ours had all been counted 
up and distributed along the lino, and it was clifficult to go to each point and to 
each agent that distributed it and find the bamd with the shipping mark. The 4 
or 5 barrels of spurious oil had no mark.s to show where they came from. It may 
have been ours, but I do not see how it could have'been unless somebody opened 
the barrels and put the water in. 

Q. So there must have been some fraud in that special case?—A. There was no 
doubt of it in our minds; we investigated it very carefully, and it resulted in 
eetabli.shing our reputation with that particular road, so that as long as we con¬ 
tinued in the business we had their entire trade; the way it happened it turned 
out fortunate tor us after all. 

Q. What would have been the effect had you not been able to establish your 
case?—A. It would have ruined us. 

Q. You would have lost that trade?—A. Yes. 

THK COST OF PRODUCINU Oil,. 

Q. How does the coat of producing compare now with what it was a few years 
ago?—A. It is less. Fuelissomewhatless, owing to the locality, of course. Coal 
has been cheaper tor 3 or 4 yeai's than it wa.s 10 years ago; and where natural 

f as is used the uniform price, I think, throughout the country is 7 cents for each 
arrel of crude oil. Some of the chemicals that are used in the manufacture of 
oil are quite a little less. Sulphuric acid was cents, and is now about 1 cent a 
pound; but that is not a very material part of the cost. 

Q. So that on the whole you think the cost of refining oil h-as decreased a little 
of late?—A. Yes. 

Q. Do you have any difficulty in getting the material which you have to use at 
good prices ?—A. No; not at all. In the case of the last we bought wo had a con¬ 
tract by the year with the Standard Oil Company. We bought our sulphuric acid 
and other chemicals from them. 

Q. Is it generally true that refiners of oil, who are competitors of the Standard 
Oil Company, have to buy material, for example, sulphuric acid, from them?— 
A. Yes; generally. 

Q. Do you not think they might be put at something of a disadvantage in that 
way?—A. Yes; possibly. Although the last we bought from the Standard Oil 
Company was cheaper than people could get it elsewhere. 

Q. (By Mr. Farvuhar.) Is it not generally the case that sulphuric acid and 
other materials used in refining oil can be purchased from the Standard Oil 
Company cheaper than in any other market ?—A. Yes ; I think that is right. 

COMPOUNDLNG OF OILS REQUIRES KNOWLEDOE AND SKILL. 

Q. Is the compounding of oil a scientific operation or simply a haphazard one?— 
A. Well, there is a great deal that is haphazard ; it is now becoming more a 
custom to go into it carefully and scientifically; but from my observation of 
refiners generally there is as much haphazard work in the compounding of oils 
as in any other business in manufacturing. 

Q. If you were engaged in the ci'mpounding of lubricants would it not be your 
custom to send to the scientific schools for a full analysis before marketing the 
product itself ?—A. It is sometimes required, but we do not always do it; it entails 
more or less expense that all want to avoid, if jKissible. 
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Q. Is it not generally a fact that many refineries have mixers or compounders 
now ? Are mixing ana compounding considered scientific attainments ?—A. Yes. 

( 5 . Is not the compounding of lubricants and illuminants taught in every 
scientific school in the country ?—A. Yes; and in a great many colleges. 

Q. Is it taught at Cornell University,for instance?—A. Yes; and at the Ohio 
State University at Columbus. 


RAILROADS PREVENT FAIR COMPETITION. 

Q. In your business with the railroad companies, how close were the prices of 
the Argan or other competing companies to your own?—A. Well,our experience 
soon led us to understand that any price we might make to the railroad compa¬ 
nies that they had control of would cut no figure; we had no means of knowing 
what they got; for instance, if they were getting t3J cents a gallon and wo 
offered it for 6 cents, we could not get that. We knew they were selling at 121 
cents to other xieople; of course, we do not know just what controlled it, but we 
were not able to get the trade.' 

Q. (By Mr. ,Tenks.) Did you, as a matter of fact, make the price lower to the 
railroad than to other customers?—A. For a few times, just to sati.sfy ourselves 
that that was tho condition of things; after that we paid no further attention to 
that iiarticnlar trade. 

(^. (By Mr. Farquiiar.) What official of the Baltimore and Ohio Southwestern 
Bailroad controlled the purchase of lubricants ?—A. They had a purcba.sing 
agent, who was not always the same party, but it seemed that a higher authority 
controlled their sending out re<iuisitions for the oils they needed. A complete 
change was brought about in their methods of doing business, and soon after it 
was known that the officers of the road controlled considerable stock in the Argan 
Refining Company. 

Q. Were tho parties interested in the railroad also interested in the Argan ?—A. 
They finally aciiuired, as we believe, at least 50 per cent of the stock of the Argan 
Refinery. 

Q. The oils, of course, were called standard?—^A. Yes. 

O. Do you claim that the Argan was better or poorer oil?—A. It was intended 
to be substantially the same grade. 

Q. Was it left to the purchasing agent to make a dw-ision himself?—A. 
Oh, yes. 

Q.' Then do you wi.sh to impress upon the commission *he idea that prefer¬ 
ence was given to the Argan Refinery because the railroad officials were interested 
in it?—A. Yes; that is my belief. 

O. Have you no knowledge ?—A. None whatever, except the circumstance 
winch led us to that belief, th<‘ general condition of things, and the fact that we 
were not favored with a part f>f their business. 

Q. Can you tell the commission, from your own knowledge, whether tho Stand¬ 
ard Oil Company offered Ix.'ttcr terms than you did to the railroads?—A. No. 

Q. (By Mr. Phillips.) Did you say that yon offered to sell at a much lower rate, 
and that they refused to purchase your oil?—A. Yes. 

Q. Is that the reason why you think there was unfair competition?—A. That 
is it exactly. 

Q. Do you believe it or know it?—A. Wo believe. 

Q. Because they v/ould not purcha.se your oil. of equal quality at a much lower 
lU'iee than they were paying others ?—A. The influence (lid not stop at that par¬ 
ticular point; but tho fact that it was known along the entire, mileage of that 
railroacl and its branches that they were getting tlndr illuminating and lubricat¬ 
ing oils from this particular concern wo believe influenced the dealers along the 
lino, because they could get it in small (luantitios and without very much trouble. 
The same i«30ple being interested in the railroad and the Argan Refinery made, 
we believe, (luite a difference in our trade along that line; wo may be mistaken 
about it, but it so appearefi to us at tho time. _ 

Q. (By Mr. Farijuhar.) Do you not usually find that it is a pretty difficult 
thing to hold a customer where you have competition of that kind ?—A. Yes; and 
esjiecially when the matter is in the hands of a purchasing agent. 

Q. Do you have any faith in the old saying that “The purchasing agent was 
bought on both sides ” ?—A. I do not know. They laughed at the statement, and 
so far as our concern goes we did not try to influence our trade in that way at all. 
It was on its merits, for what its value was; and so far as I know, we had no 
string to the purchasing agent of any company that dealt with us. 


‘ See Mr. Lee, p. 2(1#; Mr. Archbold, p. 616. 
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THE STANDARD OIL COMPANY AND THE PRICE OF OIL. 

Q. (By Mr. Phillips.) It has been claimed that there has been a gradnal 
decrease in the price of refined oil in the last 30 years, or since the Standard Oil 
Company began manufacturing oil. Now, is it or is it not a fact that that 
decrease is obtained by using quotations from New York, chiefiy on export oil? 
Is it or is it not a fact that benzine, wliich is now higher in price than refined 
oil, was, in the early history of the refining business, dumped into the creek, and 
that the tar was not even used as fuel?—A. Y^es. 

Q. Are not the byqiroducts as valuable now, in many instances, or oven more 
valuable than the refined oil itself ?—A. Yes. 

Q. And by-products that were formerly considered useless?—A. That is true, 
and when that condition prevailed there were great fluctuations in the value of the 
crude oil. As I remember, oil was at one time down to 37 and 40 cents a liarrel, 
and at another time, when they were manufacturing just one grade of oil, it sold as 
high as 80 or 30 cents a gallon. There were great fluctuations as to the price of 
refined and crude oil. That may account for a part of this decreased price. 

(By Mr. Farquhar.) Do you not think that the fluctuations in the price of 
oil in 1872 were really duo to overproduction, or do you think they were caused by 
monopoly?—A. No; I think the cause was overproduction and the facilities for 
handling this crude oil. 

Q. It was not a question of monopoly ?—A. We knew nothing of monopoly at 
that time. 

Q. It was just a questiou of overproduction, when everybody was trying to sell 
and get the market ?—A. Yes; that, I think, influenced the price very considerably. 


THE PROFITS OF TIIF. STANDARD OIL COMPANY. 

Q. (By Mr. Phillips.) Do yon believe that the Standard has,in a great many 
instances during the last 10 or 80 years, made more profit per barrel for every bar¬ 
rel of crude oil handled and manufactured into refined oil than they have paid for 
the crude oil itself ? Is it right to infer, as some do, that they mafee more profit 
to-<lay on every barrel of oil that is manufactured than they pay for producing it ?— 
A. I hardly think that they do. but they do make, as is shown by their statements, 
a very considerable amount out of their transportation of the oil through the pipe 
lines; they are very profitable. 

Q. Take them together?—A. Oftentimes the entire profit on a ban-el of oil will 
be made on the transportation of it instead of the manufacture. 

Q. (By Mr. Jenks.) Have the rates for piping decreased?—A. That I do not 
know about. The Standard sy.stem has only been established at Marietta about 10 
years, and I know nothing of what may have occurred before that. 

Q. Has there been any rdiange in the charges for piping in your remembrance ?— 
A. Only at particular periods when there has been a contest over the control of a 
particular field, or something of that kind. I think they are jiaying 10 cents a bar¬ 
rel more for crude oil at Scio to-day than they are at Marietta or Pittsburg. The 
quotations show 10 cents a barrel more. 

Q. Is the price of crude oil at Marietta the same it has been for some years?— 
A. Oh, it has fluctuated some in the last !i or 6 years, but not so very much. 

COST OF PRODUCING CRUDE OIL NOW AND FORMERLY. 


Q. What is the cost of producing crude oil now compared -with what it waaO or 
10 years ago?—A. It has increased very much. The material, i.e., casing, tubing, 
and machinery, that goes into the production of oil, has increased in some 
instances, I should think, 90 per cent. 

Q. Mr. Phillips.) Since when?—A. In the last 3 or 4 months. 

Q. Prior to that was it cheaper than it had ever been before?—A. Oh, yes; very 
much cheaper. All materials going into the production of oil in the way of iron 
pipe, tubing, casing, boilers, and machines were very much reduced. 

Q. (By Mr. Jenks.) The price of these materials has gone up, and there has not 
been much increase in the price of crude oil?—A. No, no. 

Q. Do you know whether the Standard Oil Company itself is interested in the 
production of these supplies or not?—A. No; I have no information other than 
the general supposition of people who are consuming those products. Quite fre¬ 
quently you wtU find that their business relations indicate that they are some¬ 
what interested; but I have no knowledge of my own as tb that. 
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Q. (By Mr. Fabquhab.) Do you mean that there are parties interested in the 
Standard who are also interested in the tubing works, etc.?—A. Yes. 

Q. But the Standard, as the Standard, has nothing to do with it?—A. No; I 
suppose not. 

Q. (By Mr. Jenks.) Did you say that your chief competitor in the refining busi¬ 
ness was the Argan Company?—A. Yes. 

(J. Your chief competitor, then, was the Argan and not the Standard ?—A. The 
Standard had a very large plant at Parkersburg that covered part of the same 
territory that we lx)th covered. 

Q. But so far as you knew you were hampered as much by the Argan as you 
were by the Standard ?—A. Yes. 


RELATION OP THE STANDARD TO THE ARQAN REPINING COMPANY. 

Q. Was the Argan owned by the Standard at that time?—A. No. 

Q. But it has since been bought by the Standard?—A. Yes. 

Q. What has been the history of the Argan since then?—A. Why, the Argan 
Refining Company was leased sometime within the year, I should say, by one of 
the branches of the Standard Oil Company—the Southern Refining Company, 
I think—on a basis of 6 per cent on $200,000 for ten years, or, in other words, 
$1,000 a month for ten years. They had employed quite a number of people, 
traveling men and office men, and just recently they left Ohio and went into 
West Virginia. That was about the time, I think, that Attorney-General Monnett 
commenced quo warranto proceedings, claiming that they were a part of the 
Standard Trust. They immediately moved their business office to Parkersburg, 
which is about 12 miles from Marietta on the Virginia side of the river. Since 
then it has been understood that the people who owned the stock of the Argan 
Refining Company liad capitalized it and sold out their entire interest to the same 
people that leased it; so that they have in some way discounted the 10-year lease 
by cash payments, and the Argan Refining Company has now practically aban¬ 
doned its office at Parkersburg. ' 

Q. Is it understood that the purchasers of this stock are the managers of the 
Standard Oil Company to some extent ?—A. That is the supposition. I think if 
you have access to the testimony, taken by Mr. Monnett at Marietta, of Mr. 
Cram, who was the manager of the Argan Refining Company at the time this 
lease was made, you will find that he testifies as to just what was done in this 
leasing protiess. Since that time it is generally believed that the stock has been 
purchased by the same parties who made the lease. Perhaps you will not find 
that in this testimony. 

NO SUGGESTIONS AS TO LEGISLATION. 


Q. (By Mr. Phillips.) Have you any suggestions to make in regard to legisla¬ 
tion regarding trusts and combinations ? Do you think it is a question that can 
be dealt with properly bylaw?—A. I haye not given it the close attention that 
other gentlemen have, but I realize that it is one of the most difficult things to 
deal mth or control by law. I have no suggestions on that line. I do not know 
how remedial legislation is possible; vested rights are acquired by innocent 
holders in different corporations and they are thrown together, so that I can not 
see how you can possibly separate them. There may be some way of doing it. 

Q. Are you at all familiar with the pipe-line business in Pennsylvania and 
Ohio, and especially in regard to the opposition the Standard has made to inde¬ 
pendent pipe lines?—A. No; I never came in contact M'ith that except in a very 
moderate way. 

Q. Yon are not, then, familiar with the early history of the Standard m Pennsyl¬ 
vania?—A. No; I am not. 

Q. And their methods there in regard to pipe lines, purchasing refineries, 
etc. ?—A. No; I have no information in that direction. 

Q. (By Mr. Kennedy.) To whom do you sell your product now?—A. The 
crude oil ? t • 

Q. Yes.—^A. The oil produced in West Virginia I sell to the Eureka Pipe Line, 
and that produced in Ohio to the Macksburg division of the Buckeye Pipe Line. 

Q. Are they both Standard Oil lines?—A. They are in the same office and the 
same bookkeeper makes out the check which is given by one of their agents on 
New York. . „ 

Q. (^ Mr. Phillips.) Are both owned by the Standard?—A. Both are in the 
same office. . 

Q. (By Mr. Kennedy.) Do they pay you the mar ket price for it?—A . Yes . 

' Compare Mr. Monnett. p. UOS: Mr. Arohbold, p.644. 
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KEOUI.ATION OF THE MARKET PRICE OF OH.. 

Q. (By Mr. Farquhar.) How Is the market price regulated?—A. When you 
have oil to sell you go to the agent, who, before he gives you a price, vrires to 
Pittsburg, where the books are kept, to see what your credit balance is; that is, 
the number of barrels of oil credited to your account and the particular grade. 
When he gets that infonnation he will give you the price; that is, the price is 
posted. You may or may not accept his offer. 

Q. What influence havp the independent producers of this country on the price 
of crude oil ?—A. They have influence only in special cases, and I do not recollect 
any of those in particular. I do not think they have any influence over it at all 
in our part of the country. 

" , None at all?—A. Not at all. 

(By Mr. Phiu.ii’S.) fa the price of oil there fixed by the board of exchange 
or by the Standard Oil Company?—A. By the Standard Oil Company. 

Q. Both crude and refined?—A. They do not fix the price of refined, but they 
do the crude. 

They make the quotations in New York, do they not?—A. I think they do. 
Do they make the quotations in all the oil fields for the crude?—A. Oh, yes; 
wherever they have the purchasing agent. 

Q. And is it wired to the agents what the price shall be each day or week, 
subject to change at .any time by them?—A. Yes; the holder of credit balances 
on their ledgers may be a producer in Indiana. Ohio, West Virginia, or Pennsyl¬ 
vania and may sell to any of their agencies. It does not make any difference 
what one. I have often been in the office when pi’oducers from Indiana would 
come in and ask for their credit balances and get their checks just the same as 
men who produce oil within a mile of where the business was trans.'uded. 

y. (By Mr. Farquhar.) Is it the New York branch or the Pittsburg branch 
that rules the market ?—A. It is the Oil City market; that is the one. 

Q. Of the Standard ?—A. That controls the price of crude oil. Occa.sionally it 
is sold at quotations given by brokers when there is a little fiuctu,ation. I have 
known it to be so for a few days, within two years, I think. When I would go 
in to sell some of my crude oil they would say; “If you will allow us to put this 
on the exchange to-day, you may have the benefit to-morrow of the average 
exchange price instead of taking the specific or grade price at the time.” I fre¬ 
quently would get a cent, a cent and a h.alf, or 3 cents a barrel more by putting 
it on the exchange. At other times the exchange was lower than the Standard 
market. 

THE POSITION OF INDEPENDENT REFINERS. 


y. Is it your opinion that the independent refiners of this country are making 
money?—A. I do not know outside of the firm I am interested in myself. 

Q. Scofield, Schnrmer& Teagle. of Cleveland?—A. Apparently they are. 

(J. Do they own oil wells?—A. I really do not know. 

(J. They are refiners proper of the oil and the by-products?—A. That is what 
I understand. 

Q. Is it not quite a wealthy firm ?—A. Yea. 

y. Has it not always been an independent firm?—A. That has been the suppo¬ 
sition. 

Q. Do not large profits naturally .accrue to a firm like that?—A. Yes. 

Q. Because a good many refiners have gone out of business, is it right to say 
that the Standard Oil Company drove them out or bought them out—gave, them 
a good price to get out ?—A. Why, take, for instance, our own concern right 
there under our eyes. I could have- 

(^. (Interrupting.) Could you not have sold out in pretty good shape if you had 
desired?—A. I was never approached on that. I would be very glad to, but I 
think 1 could have put up a refining plant as good as the one that was practically 
sold for $200,000 for about $7.5,000. 

Q. (By Mr. Jenks.) That isthe Argan?—A. That is the Argan. 

Q. (By Mr. Farquh.ar.) Of course, that includes good will and everything else 
that goes into an establishment of that kind. But, from your own experience, 
do you know whether it is customary for the Standard, when they find a good, 
strong refining plant, to crush it out or buy it up at a pretty good figure?—A. 
They nave not done that in a great many instances. They did not buy out Mr. 
Rice’s plant. 

Q. (By Mr. Phillips.) Is it. or is it not, a fact that thei Standard bought alarge 
number of refining plants at a good price, and wi-ecked them?—A. Yes, 
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Q. (By Mr. Parquhar.) Is it not sometimes a good business proposition to 
dismantle plants when you have been getting good transportation facilities and 
getting the same quantitjf of oil and other products and attach to another pipe 
line, and let them go, leaving nothing but the bare walls?—A. Yes. 

Q. As a business proposition, any man will do that ?—A. Yes. 

Q. (By Mr. Kennedy.) What is the market price of crude oil to-day?—A. The 
last quotation I saw was $1.13 at the wells. 

A barrel ? 

(By Mr. Phillips.) White sand oil?—A. The white sand oil. 


COST OF PRODUCTION (RP-SUMED). 


Q. (B^ Mr. Kennedy.) Can yon state to the commission what the cost of jiro- 
duction is ?—A. That varies a great deal; that is one of the uncertain quantities. 
I have spent a good deal of money in sinking wells with no retuni, but occasion¬ 
ally have been fortunate enough to get a well that was very cheaply produced 
and that gave a very satisfactory return. It is impossible to tell just what the 
cost is. 

(J. In regard to the wells that are productive, can you say what the cost per 
barrel for the crude product is?—A. That varies as to the field. 

Q. What is it in your field?—A. The nearest wells to Marietta are only about 
400 feet deep and are very productive, while the Berea sand wells, in the Macksburg 
field, vary from 1,600 to 3,300 feet; therefore you can see that there is (prite a 
little difference in the cost of wells in different fields. You have to use a great 
deal more casing in some instances than others—:! or 4 .Htiings of casing fre¬ 
quently. In our fields you use but one, because of the surface drilling. 

Q. ^y Ml-. Phillips.) The cost of drilling is about $5,000 or $6,000 to the well 
in different localities ?—A. Y'es. 


(J. And some are more uncertain than others?—A. Yes. 

Q. (By Mr. Kennedy.) What is your own individual production?—A. My own 
individual iiroductiou ? 

Q. Yes.—A. That varies considerably. It is now about 100 barrels a day. 

cj. You have been in the Irasiness a good many years?—A. Yes; I have several 
times thought I rvas in the business, but when I came to settle it up I found I was 
not—I was behind. 

Q. Is it not possible for you to compete now, if the Standard Oil Company doe.s 
fi-v the prii^e of the iiroiluct?—A. Yes, it is, where I get sufficient production to 
pay the expense of operating. 

Q. (By Mr. Fabquhar.) In a general way, do you think the exportation of 
petroleum over the whole world has been a great benefit to this country ?—A. 
Yes; I do. 

Q. Do yon think it has been one of the great factors in holding the balance of 
trade in favor of the United States?-A. Statistics show that, of course; there is 
no question about it in my mind. 

Q. (By Senator Mallory. ) Did you not state, some time back, that the managers 
of the railroad at Marietta, being interested in the Standard Oil Company, influ¬ 
enced the dealers along the line of that road?—A. The managers of the railroad 
company, lieing interested in the Argan Refining Company, made it appear to the 
ordinary village merchant that they were controlling that particular trade. In 
many cases they control the output of the coal mines that supjdy fuel for opera¬ 
ting the road, anu the managers and operators do their purchasing from the com¬ 
panies that are doing the work. In that way they secure indirectly control of the 
railroad company or the merchant. 

Q. Do you mean the railroad employees?—A. The coal producers, the coal 
operators. , . , 

Q. Purchase of the dealers ?—A. They were, in one instance, supplying the rail¬ 
road coinjiany with their fuel and operating mines producing the coal, and ot 
course they supplied them, or some one connected with them ; not only the coal, 
but also the supplies that went into producing the coal. . . 

Q. What I wanted to get at, or understand, was the influence which you referred 
to as controlling these dealers to their detriment?—A. That was one. 
they had control, or were connected -with the producing of coal or other things 
that were associated with the management of the road, they seemed to be able to 
out us off. , ,, u j 

Q. Do you say they had no direct influence ?—A. Not that wo could put oiy hands 
on; we only inferred it; the circumstances impressed upon us the fact that it 
was going oh. 
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Q. Bnt yon fonnd it to be a fact that your business was being cut off all the time 
in various directions from various causes?—A. Yes; we attributed part of it to 
that influence. 

Q. To that influence?—A. Yes. 

Q. (By Mr. Kennedy.) A former witness before the commission said that he 
believed a new system of rebates to railroad companies had grown up. It is 
this: They furnish lubricating oil to the railroad companies, who pay them a 
great deal more for it than it is worth in the market. Do you know anything on 
that subject?—A. No; I do not; I have no information on that subject further 
than I have related. 


WAGES PAID IN THE PRODUCTION OP CRUDE OIL. 

Q. How do wages in the oil business compare with wages in other industries?— 
A. What branch of the oil business; the drilling ? 

Q. Yes; the drilling.—A. I think the wages for drilling have been fairly kept 
up. An expert driller commands from $4 to $5 a day for his services in our fields. 
The tool dressers get about $3 to $3.50 a day; I believe that is about the range in 
our country. 

Q. How about the pumpers?—A. That of course depends upon the amount 
and the number of wells they have to care for. Their wages run from $^ to $70 
a month in our field. Big builders, i. e.. the people who put up the derricks, are 
getting fairly good prices. The contractors, the men who do the drilling and 
furnish the machinery, are getting from 60 to 80 cents a foot for drilling. 

Q. The Standard has very little to do with fixing the wages in the fields?—A. 
Yes; so far as the drillers are concerned, except when they may be interested in 
drilling wells, as they sometimes are. I know of one piece they bought which 
only had one well on it at the time. Now I think they have 20 on that property. 
Of course they were interested in the drilling of those wells, which is usually 
done by contract. 

Q. Is there any form of organization among the workingmen in the oil fields 
in your country ?—A. Not that I know of. 

HOW OIL LAND IS HELD. 

Q. (By Mr. Farquhae,) Is it generally the custom to lease oil lands orpurchase 
them outright?—A. The custom with whom? 

Q. With the operators who sink wells?—A. In a great many instances they 
lease on a royalty intere.st to the lessee, but they frequently buy. If they can 
make a satisfactory price they will buy the fee and the royalty interest as well. 

t The rule is to lease, is it not ?—A. Yes; generally. 

(By Mr. Phillips.) Do they pay the rental until such a time as they care to 
upon the lands?—A. Yes; if it is producing, they buy the right to continue 
operating and are at the entire expense of producing the oil and pay a royalty of 
one-eighth; one-eighth is the custom all through that country. ‘ 

Q. (By Mr. Farquhar.) What is the usual time of oil leases?—A. From 10 
days ^ to 20 years. 

Q. Twenty years?—A. Most of them, or as long as oil is found in paying quan¬ 
tities. 

(J. (By Mr. Phillips.) Do you mean by 10 days simply the time to begin oper¬ 
ations?—A. Yes; that is it. 

Q. Then the lease holds as long as oil or gas is produced in paying quantities ?— 
A. Yes. » 

, Q. Have you anything to state yourself that we have omitted that will be of 
benefit to the commission?—A. No; I do not think of anything. 


MOST BU8INE.SS MEN FOLLOW LIKE CUSTOMS. 

Q. (By Mr. Batchford.) Do you know of any business method practiced by 
any of these refining companies that would not be practiced by others if they had 
lie same power?—A. I have given that subject a great deal of careful considera¬ 
tion, and 1 have never discovered it yet. 

Q. You have never discovered any?—A. No. 

Q. Is it your opinion that these rival companies, battling aMinst each other, 
use every means at their command to gain control of the markets?—A. I think 
that is the rule; yes. 


‘See Mr. Monnett, p. 311; Mr. Archbold, pp. 533,640. 
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Q. What effect has this in the end on the consumer?—A. It affects different 
localities differently, I believe. When you get far away from the oil centers, and 
give one or two concerns the, opportunity to increase the price, it is my experi¬ 
ence that they are going to do it, and do it right straight through. 

AFFIDAVIT. 

State of Ohio, Cminty of Washington: 

I swear or affirm that the statements made by me of my own knowledge in the 
foregoing report of my testimony before the Industrial Commission are true, and 
that all other statements I believe to be true. 

Theo. P. Davis. 

Sworn and subscribed before me this 18th day of September, 1899. 

[seal.] Henry G. Bohl. 

Notary Public in and for Washington County, Ohio. 


Washington, D.C., Jane 9 , 1SS9 . 


TESTIMONY OF MR, THEODORE B. WESTGATE. 

Refiner of oil. 

The commission met at 10.50 a. m., Vice-Chairman Phillips presiding. At 
18.20 p.m. Mr. Theodore B.Westgate, oil refiner, of Titusville, Pa., appeared and 
testified. 

Q. (By Mr. Jenks.) Will you give us your full name and address?—A. Theo¬ 
dore B. Westgate, Titusville, Pa. 

Q. You are a refiner of oil?—A. I am. 

Q. How long have you been engaged in the business?—A. About 13 years. 

Q. Are you also interested in the production of crude oil?—A. To a small 
extent. 

Q. In what way?—A. I am producing a little. 

Q. As an independent producer?—A. Yes. It is so little, however, that it is 
hardly worth mentioning. 

Q. Do you have your own refinery at Titusville?—A. Yes. 

Q. Are you associated with any of the independent producing companies?—A. 
Yes; 1 am. 


INDEPENDENT OIL COMPANIES—EFFECT ON PRICES. 

Q. What ones?—A. The Producers and Refiners’ Oil Company, Limited, of 
wmoh I am one of the managers. That is a transportation company. 1 am also 
a director in the Pure Oil Company, which is a marketing company. 

Q. We have had some testimony here before with reference to the Pure Oil 
Company and its competition with the Standard Oil Company in New York City, 
Philadelphia, and perhaps other places. Can you give us any information with 
reference to the effect on prices of the competition of the Pure Oil Company? A. 
Upon our opening up an agency in New York City the prices immediately dropped. 
We did not drop them, but the Standard Oil people did, and without aiu' corre¬ 
sponding decline in crude oil, I can not tell you the exact figures, for I have not 
my papers here. I can give it to you later, if you wish. There was ‘luite a 
maSl drop. [Supplied August 19, 1899. “On March 80 1896, the day the 
Pure Oil Company commenced selling Water White oil in New York City, our 
price and the Standard’s was 9^ cents. On March 26 the pnce was cut by the 
Standard to 8 cents. This price was gradually dropped, until on April 4 it was 
7'4’ and 7 cents ”1 ^ 

Q. (By Mr. Phillips.) So much so as to take away the profit?—A. Yes; entirely. 
Oil was sold at a loss by the Pure Oil Company in New York City. thoi-o 

Q. Do they still continue to sell at a loss^A. Yes; it here 

Q. (By Mr. Jenks. ) Do you recall any other places beside New York Uty wnere 
the Pure Oil Comiiany went in as a comMtitor and followed prices down unt 
was selling at a loss?—A. Philadelphia, Pa. ^_ 

> Compare Mr. Lee, p. 266; also Mr. Archbold, p. 628, 
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DIFFERENT GRADES OF OIL MANUFACTURED. 

Q. Will you tell us regarding the different qualities of oil that you refine and 
the difference in prices of those various qualities?—A. Taking the prices to-day 
as a basis? 

Q. Yes.—A. Do you wish me to state the qualities—that is, the brands—as I put 
them out? 

Q. Yes; if you will.—A. My highest grade of oil now is Sunlight, double 
refined. That is worth at the refinery to-day,in bulk,4i cents per gallon. My 
next lower grade is Headlight oil, which is one-fourth of a cent less per gallon. 
These grades of oil are Water-white oil. My next grade of oil is Diamond Safety, 
which is one-fourth of a cent iier gallon less than the last grade. My next grade 
is Silver Star, which is not water white but prime white. The first three named 
are water white, 150 fire test; the Silver Star is prime white, 150 fire test. I make 
120 water-white oil, which is worth 4 cents a gallon. Export oil to-day is worth 
3.90 at the refinery. 

y. Are these all the different grades you make?—A. Yes. 

Q. And there is a difference in price between them?—A, Yes, 

METHOD OF BRANDING. 

Q. In branding these oils do you vary the brands at all to suit the whims of 
the individual customer when the oils are of the same grade?—A. Yes; I do; but 
1 do not sell my Sunlight, double refined—my high-grade oil—under the brand of 
Diamond Safety; neither do I sell my Diamond Safety oil under the brand of 
•Sunlight. A customer in northern New York may want his special brand put on 
my Sunlight, double-refined oil, and may call it Arc Parlor or Silver Star. 
Another man in Massachrrsetts may call it Starlight. There are 30 or 40 different 
brands that can be placed uiwn the same grade of oil with all due credit and due 
justice to the refiner as well as to the purchaser and consumer. 

Q. In that way you vary the brand to suit the wish of your individual customer, 
although you do not put a brand that would imply a high-grade oil upon what is 
really a low grade?—A. No; I bill it out under the name of Sunlight. I do not 
take the brand on the barrel. It goes in my invoice as Sunlight, double refined. 

Q. But you let him sell it under whatever name he chooses?—A. Under what¬ 
ever he choo.ses; under the name of the Standard Oil, it he chooses. I have no 
names used by the Standard. In northern Ne.w York my Sunlight, double refined, 

S ut in yellow barrels and branded, American Oil Works, Limited, Sunlight, 
oublo refined. 1.50 water-white oil, was giving such entire satisfaction that they 
immediately began to copy the brand. 

Q. You say “ they?”—A. I mean the Standard Oil Company. They put their 
name on the outside of the circle. I do not think I lost any customers by that. 
It only went to show that I was giving a high grade of goods; and anything that 
is worth imitating is certainly a good article; it was not injurious to me.' 

Q. (By Mr. Phillips.) Was their quality as good as your own that was upon 
the market?—A. That I do not know. I received empty barrels of theirs from 
Potsdam which my customers had picked up, and which went to prove what my 
salesmen had testified to and written me. 

METHODS OF STANDARD OIL (,,'OMPANY IN MEETING COMPETITION. 

Q. Can you give us any further information with reference to the methods of 
competing employed by the Standard Oil Company which you may have gathered 
in your business?—A. Sometimes the competition is very agreeable and rune along 
smoothly, and then all of a sudden there will be an outbreak, not in all localities, 
but in some jiarticular locality. Whether that is occasioned by my refinery put¬ 
ting in too large a per cent of refined oil, 1 do not know. I wish yon would bear 
in mind that I have no understanding with the Standard Oil Company as to how 
much oil I shall put in any district. They, however, keep a very accurate record 
of every barrel that the independent refiners put into each city, town, and hamlet. 
Their traveling men have to report each night concerning the customers in every 
town, whether or not they are their customers, whether they buy oil, and if not, 
why not, and whether or not there is any independent oil there. They keep 
closely in touch with the business. Thai is one reason why they are such a suc¬ 
cess, because they know what we are doing, I have found severe competition 
at times, so severe, indeed, that I have been obliged to sell oil under cost to certain 
ciLStomers. That is, after a customer has proved to me that he is an established 
customer, it is certainly to my advantage to endeavor Cb protect him just as long 

i Compare Mr. Artjlibold, p. 549. ' 



STANDARD OIL COMBINATIONS:—WESTQATE. 


367 


as I can. We are very cantious, however, about that, because we have so many 
times finally lost customers whom we have protected for 0 months or a year. 
They tuni us down, and the Standard makes some arrangement for the handling 
of their oil, I have in mind such a case at Peekskill, JN.Y., which took place 
within the last year. We had such a case as that at Albany some 8 years ago. I 
am thankful to say those cases are not in the majority, because we endeavor to 
use our customers so that at times of pressure they will stand part of the loss and 
we stand part. We can hold, perhaps, a majority of the trade. I have letters 
here which I could read you regarding the severe competition that exists and that 
has existed in different parts of the State of New York and the West. 

I would further state that my company has two agencies, one in Auburn, 
N. Y., and one in Syracuse, N. Y. The prevailing price for blO water-white oil 
in Syracuse during the past winter and early fall was 7i cents per gallon. The 
prevailing price for the same grade of oil in Auburn, miles south, was about 
3 cents less per gallon. If you would ask me the reason, of course I could not 
tell you. It is simply theoretical. I have demonstrated this, however, to iny 
satisfaction, if not to yours, that if I sell a limited amount of oil, very limited, 
say a tenth of the consumption in Syracuse, there are nine chances in ten that 
the prices will not be cut. But it is different if I attempt to get one-third or one- 
half of the trade, as I did have in Auburn. I wish to state, however, that the 
people who owned the distribiiting concern in Auburn had received this cu t before 
I took hold of the business. It is not my policy to go in and get too much trade 
in any one locality. It is to my interest to distribute my bu^ness, and I find it 
better not to attempt to compote in that way. With some customers, where I 
am not marketing by the tank-wagon system, as I do in country towns and other 
places, I have a very heavy competition at times, what might be called an unjust, 
illegal competition. 

Q. Is it your general policy not to attempt to drive the Standard out of any of 
its markets, but rather to get into some markets and secure only a small per cent 
of the trade, but not enough so that they will think it w'orth while to cut prices 
against you, and in that way to make your profits?—A. That has been my method 
during the last H or 10 years. 

Q. (By Senator M.\llory.) What were you going to say was the reason for 
the difference in price between Syracuse and Auburn?—A. The reason, which, 
perhaps, I did not make plain, was that I was selling a larger percentage of the 
consumption of oil in Auburn than I was in Syracuse. 

Q. If you pass a certain limit then they ciit?—A. What that limit is I do not 
know. I hjive established it in my own mind. Were I to go into Albany to-day and 
establish a tank-wagon system, there is no doubt tluat lor the first few weeks there 
would be a cut in prices; but if with the first advance of the market I main¬ 
tained a sort of half-normal condition and desired simply to put out enough oil to 
pay running expenses and make a small profit, the probabilities are that prices 
would be maintained at an advance in time. 

.V CUT IX PRICE EASILY PRECIPITATED. 

Q. Has that been your experience to such an extent that you can put it down 
asa rule to be governed by in your business?—A. No; there are no rules in the oil 
business. I wish to state, however, that sometimes even 1 barrel of oil will 
precipitate a cut by the Standard Oil Company, A friend of mine shipped sim¬ 
ply 1 barrel of independent oil with an independent brand on it to Salisbury, 
Md., (I believe it was Salisbury). Ho sent it there as a present. A friend 
had told him that they were getting very poor oil there. The oil andved, and the 
party to whom it was shipped, being a consumer and not a retailer, and having 
.lust bought a barrel of oil and put it on tap, in order to get rid of the barrel of oil 
presented him sold it to a darky, who put it on his w'agon. 

Q. (By Mr. Jenks.) You mean the oil of good <inality?— A. Yes; the good 
uuality; the independent oil. The darky put it on hie wagon and went to ped¬ 
dling it through the town with the brand on the barrel. The Standard Oil 
Company at once began to investigate. Then they shipped in a carload of the 
best oil, the citizens said, that ever arrived in Salisbury, and made a heavy cut on 
the price of the oil; but, of course, there was no fight. The oil was not sent there 
to compete with the Standard Oil Company, but they are very alert; they will 
know unquestionably to-morrow morning what all my shipments were to-day. 
They know in New York City where that oil is billed to. They may not get it at 
the Titusville freight office, but if not there, they get it at the junction points, 
either Buffalo or one of the others.* We know that because our customers have 
been apprised of the fact by some Standard traveling agent who has approached 

... * See Mr. Monnett, p. 316; Mr. Davis, p. 356; Mr. Archbold, pp. 573,574; Mr. Emery, p. 615; Mr. 
GsU,p.684. 
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them and said, “We understand there is a oar of oil on the vmy for jron from 
TitnsvlUe.” The customer does not know It is on the way. He knows be ^ 
ordered it, bat he has not yet received the invoice. So yon see onr bnsineas is 
entirely given away by some one. I can not say positively it is the railroad com¬ 
panies. It is not the men in my office, because all the men in my own office are 
members of the firm.' 

EXAMPLES OF COMPETITION. * 

Q. Can yon rive one or two specimen cases of the competition that yon have 
in mind?—A. You understand, now, that this is simply my side, or rather my cus¬ 
tomers’ side of this business. I have not evidence here, nor in my possession, that 
the Standard Oil Company, or their agent, said this. 1 believ^ however, that he 
did say it. This letter is from Shortsville, N. Y.; it is from one of my customers, 
Thomas*Harrington {reading]! 

[Office of Thoxoas & Harrington, dealers in fine groceries, dry goods, boots, and shoes. tOSSS.} 

Shortsville, N. Y., March S3, mo. 

T. B. W ESTGATB, Esq. 

Dear Sib: We take this opportunity of writing you to explain the situation in 
the oil business. Mr. Cady is here, and we have told him just how things are. 
One of the merchants here wrote a letter to Buffalo in answer to an inquiry from 
the Standard people asking why there was not more Standard oil sold here. His 
letter was sent to New York, and they telegraphed to Buffalo to send a man to 
Shortsville at once. Their agent came and went to Mr. Hall, whom we supply 
with oil, and tried to get him to take some in the carload, but he refused, saying 
he could buy of us, and the agent made the following reply: “ We have tried to 
treat Thomas & Harrington right, and have offered them oil less than they can buy 
elsewhere, but they still refuse; now we are going to force them to buy of us.” 
The next day they cut the oil to 7 cents. We have held the price up to 10 cents, 
but our trade is leaving us and we must meet them. Now, under the circum¬ 
stances, what is the very lowest price you can put in a carload of diamond oil for? 
Answer at once. 

Yours, respectfully, 

Thomas & Harrington. 

The oil supplied to Mr. Hall was American Befinery oil—my oil. 

Q. (By Mr. Farquhab.) Did you furnish them the oil at a rate so that they 
cotud compete with the Standard Oil Company?—A. Yes; I furnished them oil 
so they would not lose money, but there was no profit in it. 

Q. (By Mr. Kennedy.) No profit for you?—A. I can not tell you what price I 
got for it. Ithinkitwasone-fomth. We figured that we could jpve him from one- 
fourth to three-eighths of a cent per gallon on our oil. We are doing a fair busi¬ 
ness there—all that the Standard Oil Company will let us do—and customers 
find that we can not cut prices from half a cent to a cent a gallon and be able to 
stand it without a loss. The fact that we can run on such small margins is due 
to the magnitude—the great volume—of the business. 

Q. (By Mr. Jenks.) U, under the pressure of competition, you make a cut of 
three-eights of a cent a grilon, are you taking all your profit away?—A. Yes. 

Q. And your ordinary margin?—A. I wish you to understand this, however. 
We will say that the price of crude oil is 8 cents per gallon, and refining is one- 
half a cent per gallon. You would say, then, not being acquainted with the busi¬ 
ness, that if I sold water-white oil at 4 cents i»r gallon I would be making one- 
half a cent per gallon profit. You must take into consideration that there is a 
waste of from 5 to 7 per cent in refining; there are products, such as tar, that 
to-day is worth about 2f cents per gallon. Tar has been as low as three-fourths 
of a cent per gallon. In figuring the prices of the high-grade goods, therefore, we 
must not forget that there are low-grade goods of very inferior value, selling at 
even less than the price of crude oil. Benzine a year a^ was less than crude oil; 
to-day it is worth more than water-white oil, being the most valuable product we 
have; that is, in the illuminating oil business—not in the lubricating oil business. 
You see, then, that we have to take all of these things into account. In Fulton, 
N. Y., we have a customer by the name of W. S. Crandall. He is simply a retail 
peddler of oil, perhaps worth a few hundred dollars. He has been my customer 
for 5 years. He wrote me on April 7 the following; “The Standard Oil Com¬ 
pany has pnt another retail peddler on the road. Tt^re was already 1 here, and 
this makes 3 retail peddlers they have here now dramming the trade. They have 
bad 1 here for a year. He came April 1, 1898; about 8 weeks ago he approa^ed 


Ckxmpare Mr. Emery, p. 615. 
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my man and wanted to hire him, and offered him consideralile more than I would 
pay him and a honuH of $100 if he would go to work for )iim. lie wmdd give him 
a bond, with a contract to keep him employed for 10 yeans; hut he could make no 
impression on liim, for he would not leave me. Now they have hii c<l another man, 
and both the retailers and the man that wholesales are telling th(! people that tlu'y 
have a car of Aimuican oil on the road tliat will soon arrive, and that they will 
he preparcsl to furnish the same oil at less than we are .selling it." I shoulil have 
said, pr('viously to this, that the Standard has repeatedly tried hard to get this 
man away from me. Of course that is all right; thiu-e is no harm in that. If 
th(!y can give him good goods in a general way on a U]:irgin of profit, that is 
.straight business. T(m days after receiving this hstter. lihiy f’0,1 rei-eived another 
lett<'r from Mr. Crandall, which I do not need to reail, hni, lie slated in that that 
a carload of oil—our oil—had been received by the Stanihird agents in Nnlton 
and wanted to know if we had shiiiped it to them, and told me about what the 
qualities of the 3 grades of oil were. I immediately reporteil that we liad not 
shipped a car of oil to Fulton to the Standard Oil Company or anyone else but 
himself. I asked him to get the date of the inspection on the gallon end of the 
barrel, and that would give me a way of finding out lo whom I shipped that 
identical car of oil. He did that on May 3fi, and wrote me that he lookeil at the 
barrels and found that they were inspected by my insjiector on April 3. The 
only carload of oil that I shipped out on April 3 in bai'rels was to the Merchants' 
Refining Company in Buffalo. I shippeil it in a Western New Yoi-k and Pennsyl¬ 
vania bo.v ear. This oil arrived in Fulton in a New York Central (air, so that it was 
transferred in Buffalo. Now, I am not lU'cqiared to say. gentlemen, that that 
iihmtical oil in those barrels was my oil. They might have taken my oil out and 
]mt thi‘ir own in at Buffalo, lint in all probability they wouhl not do that, hec-ause 
it is e.vpensive business. It probably was my oil. 1 know \'ery little of tlii! Mer¬ 
chants’Refining Couqiauy. They are a small conqiany, and I understand that 
they buy Standard Oil goods. 1 did nirt know that: at the time I sold this carloail 
of oil to them; but that is the method they adopted to get the American Oil 
Works oil in there to comneti! with my man. Tluiy could not do it with 1 heir owti 
goods. We certainly had one man in Fulton, N. Y., whohad the spirit of our 
forefathi'i's. 

Q. What has been the effects—A. Ho says in another letti'r that the other man 
now follows his man around and emheivors to get the Irade eithi'r by fair mi'ans 
(jr otherwise. They offer to cut the price from I cent to 4 cents a gallon, and to 
giv(( them what they claim is the same oil my customer is dialling out to the 
people of Fulton. ' 

Q. Do you think tluur intention is to drive your man out, if possible,by selling 
your oil cheap(‘r than he can sell it. and then afterwards pur in their ownf—A. 
And drive him out of the business'f 

Q. Yes.—A. In this particular case his consumption is .so small that it is not 
myself that I care so much about as I do about him. Besides, it would establish 
a preced(‘nt which would keep liim or other num from undertaking the same line 
of business in other places. The canceling of 0 or 8 cars a year that this man 
might handle would have very little effect on my business, it simply afflicts him. 

eoMl’KTITlO.N (i.N Tilt; IMIUFIC CO.IST, 

Now, the.se letters that I have read and this evidimee 1 have given is hearsay, 
and in a court of .iustice might not be admissible. 1 have', however, a letter from 
I’ortland, Oreg.. which I will give in evidence, which is to my mind evidence of 
the mo.st flagrant violation of lioiiest competition that I have met with. That is 
on paper. They are very cautious usually about what they do in the way of m<ak- 
ing threats. This letter is, as you see, from the Standard Oil ( ’ompany. Port¬ 
land agimcy, G-eorge C. Flanders, special agent. Portland, Oreg, This letter is 
written to a firm in South Bend, Wa,sh, I perhaps had better state now 
that I have been shipping oil in barrels from Titusville to a Mr, Copenspire, in 
Bouth Bend, and that he had been selling a few carloads of oil in South Bend, It 
.seems that the Eichnor Brothers, of South Bend, had written a letter to the 
Standard Oil Oompany at Portland, Oreg., describing the condition of the oil 
busine.sa there, in reply to which the Standard Oil Company, over the signature 
of Mr. George C. Flanders, special agent, wrote as follows (reading); 

PoHTbA.N'n, OuKu,. March .W, JX. 14 . 

Eichnok Bros. , Nowf/i Bend, H'a,s7i. 

Genti.rmkn ; Your favor of the 34th instant, giving us information regarding 
Sun Light oil duly received and contents carefully noted. It st'iuus that th(‘ con- 
.sumers of coal oil in South Bend have a curious idea as to what kind of an oil 

‘ .Soo Mr. AreliboM, p. (lah 
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constitutes ii first-olass burning oil. We will .state for your information that 
never a Orop of oil has riuiclied South Bend of better quality than what wo have 
always shijiped into that territory. They can name it ‘' Sun Light,” “ Moon Light," 
or'• Star Lightit makes no difference. You can rest assured that if another 
carload of "Sun Light” oil arrives at your place it will he sold very cheap. We 
do not lU’opose to allow another carload to come into that territory, unless it 
(■omes and is ])Ut on the market at one-half its actual cost. You can convoy this 
i<lea to the young man who imported tin? carload of " Sun Light ” oil. Thanking 
you kindly for this information, as well as past favors, we remain, 

Yours, truly, 

STAND.MtD Oil Company. 

By Geo. C. Flanders.' 

(}. (By Mr. Jenks.) Have you any other information to give with reference to 
tlicir methods of comiieting? — .A. I think of one method of meeting this which 
one of my customers in the East tried some 7 or 8 years ago. He was a German. 
II.' had good Bismarck blood in him. I judge, from what I will recite to you. I 
h.id sold him a number of carloads of oil. and the Standard agent of Jersey City 
csini' to him and said, "Wi^ must sell you the oil that you are joVibing here in 
II to ikeii.” He said. "No; I prefer tii buy independent oil.’ The agent said, 
■We will name you a low pricae and we will fi.v a marketing price so that you 
V ill make a gooil thing out of it." He said, " No; I prefer to run as I am run¬ 
ning." The Standard agent then said, "If y<iu continue in this, we will so cut 
Ihe price hiu'e that wi; will <lrive you out of imsiuess." He said, “ Yon mean to 
make me lose all the money that 1 have made?" The agmit replied, " Yes.” Ho 
s.'iid, "If you will do that, do you know what I would do to you?” And con- 
riniied. " 1 would go over to your warehouses and 1 would blow them up with 
ilvuamite; that is what I would do," He told me that in less than 3 days the 
Standard Gil agtml was <iver to see him and a price was fixed; but he still con- 
diiiied to htuidle oil from my refinery.- 

y. That is, by an agreement between the .Standard ( til Company's agent and 
iumself?—A. Yes. 

Q, Is your source of information the man himself?—A. Yes; his own mouth. 

y. Have you (inished with this special point?—A. Yes. 

y. (By Mr, F.vrijluau. ) I wotild suggest that the name of this man he given.— 
.\. Cluirles Frey. 

y. (By Mr, Jk.n'KS.) W;lsitat Hoboken oi Jersey City?—-A, lie was at Hobo¬ 
ken, ami the Standard Oil agent, was from Jersey City. 

y. Does this cover suhstiintially what you have to say with rcbu-ence to methods 
of competition, aside from the (piestion of freight rates, that might come up?—A. 
1 think what I have stated is sufficient. 

y. (By Mr, Jknks.) You have had other e.xperiences of somewhat similar 
nature, I suppose, but thesi; are typiciil ones?—A. Yes. 

PURCHASING AND DISMANTLING INDEPENDENT REFINERIES. 

y . Do you know whether tin; Standard Oil Company, for the puiqiosi! of getting 
control o'f prices in certain sections of the country, has bought up competing 
oil refineries and thmi dismantled them?—A. Yes; it has. 

y. What special instance have you in mind?—A. Two large refineries in Titus¬ 
ville wen; bought up in the year IH'.D by the Standard Oil Company, not simply 
to get tin; refineries, but to get the stock which they held in the tlnit''d .States 
Pipe Line and the Prodn<;ers and Refiners’ Oil Company, Limited. They wished 
to assume cu- get control of these pipe lines; they did not care a snap for tlm refin¬ 
eries. They made that statement. They made a proposition to all of us to buy out 
all of tin; rctiueries if we would put our pipe-line st'K’k in; and 3 of the largest 
refineries stdd, S in Titusville, the Union Refining Company and the International 
Oil Company, Limited, and S. Y.Ramage, of Reno.' You may a.sk, perhaps, if 
that did not lessen our own independ(;nt competition, those being drawn off and 
the refineries dismantled. The Standard dismantled them, and the iron was mostly 
sold tor junk. It did, certainly, give us that much more field—that which these 
special independents had been working in; hut it did not give their iiatronage to 
the United Statics Pipe Line and tlie Producers and Refiners’ Oil Company, Lim¬ 
ited, who needed it; it took it away. xVt that time we w(;re having a very crucial 
test in the refining business and pipe-lining. It did not give us the patronage 
whicli we. as lupe-line men, desired and needed. It costs conniaratively little 
more to run 100,000 barrels of oil a month through a crude pipe lino than it does 
T.o.OOO or 00,000. It is always best to run full volume, and it took away not only 
thi;ir patronage, hut their infiu(;nce in onr indejiendent enterprises. 

' Sou Mr. Arublx>ki.p.;V»:i. . ’Sue Mr. AruhlHiM.i).''Suu Mr.Emory.p.iiTjJl.lwttoin. 
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Q. (By Mr. Phii.lii"s.) Were they buying crude oil through those independent 
lines and :ilso shipping refined?—A. They were. 

Q. Tliose refining conipanies?—A. They were ;i of our largest refineries. 

Q. (By Mr. Je.nks.) So, as a matter of fact, the business of the independents 
was seriously damaged by these 3 refineries selling out to the Standard Oil Com¬ 
pany?—A. Yes; it was. 

Q. Have you any information with reference to the prices that were paid for 
those refinariea?—A. I have not. 

Q. What were the off(!rs that were nifide to you? Were they what you would 
consider high under ordinary circumsta7u*.s?—A. The offer did not come to me m 
p(Tson from the Standard Oil Company, hut through those who did sell and who 
had been in direct communication with the Standard peo])le in New York. The 
l)rice was not high; it was simply a constructive price—a cost price. 

Q. That was all there wiis of it?—A. That was all I was offered for my plant. 

Q. Have you any knowledge with reference to transa(d,ions on the part of the 
Standard Oil Company at any other time in the way of buying up refineries and 
dismantling them to get rid of comiietition?—A. I know from liear.say, lad'oreniy 
oil days, that such things were done to quite an e.xtent. I have no personal, direct 
knowledge. 

Q. Yourowu knowledge is practically limited to this e.xi)erience in Titusville?— 
A. Yes. 

EFt’ECT ()!•' THE STAND,\UI» Oil, OOMI'ANV ON I’KICES. 

Q. Some other witnesses have spoken with reference to prices and tlie effect of 
the Standard Oil Company on prices. This chart,' representing prices of crude 
and refined petroleum, shows tin' way the prices of pi'troleum have fallen. Will 
you tell us what, in your .iudgnient. are the cliief reasons for tlie decline in jirico 
of refined oil, as (snnpared with the price of crude oil, since IHTO?—A. In the early 
days of refining, th<^ by-products—what we term by-products, such as benzine 
from whicb gasoline is m.ade and tar—were entirely worthless. They were either 
run into the creek at night or run into hides dug in the ground and burned. Their 
value then as a fuel was not reali/.ed, and refiners were buying coal and wood to 
refine oil wit h, when they were running into the creek what they might liave used 
for fuel. I might say that the iiercentage that wo now take out in these products— 
I do not know what they took, hut it was practically about the same—is somie 
tbing like 2(1 per centof thecrude iiroduct. About one-fi I'th of the crude oil prod¬ 
uct was entirely wasted, which to-day, in IHtl'I.is wortli a high price: for instance, 
benzine is worth more to-day than water-white oil. as I liave already stated, and 
tar is worth nearly as much as crude oil. These prices fluctuate; tar has been 
worth 1 cents a gallon during the past S years, but it has been down a.s low as 
three-fourths of a cent a gallon. 

Q. fso that in this way about 2h per cent of the crude oil, which formerly was 
an absolute lo.ss, is now saved and made as valuable, on the average, perhaps, as 
the refined oil itself?—A, Yes. Then, too, the cost of refining has lessened very 
much. Aiiproximately, oil can be refined for one-half cent per gallon— I refer now 
to illuminating oil and gasoline—whereas i am told tliat in the early days it 
costabout 2J cents a gallon.- The quotations" which have been placed before you 
were based upon refined oil at the seaboard in I8!IH; that is to say, oil in barrels. 
In 181W refined-oil liarrels were worth, in Titusville. 88 cents apiece. In the early 
days barrels were worth from $2 to .ivl, which makes a difference of from 2 to 4 
cents per gallon in the value of a barrel, which would knock off considerable of 
this advance in price, as he has arranged his schedule. 

Q. As a matter of fact, when wo find oil quoted by the barrel, the value of the 
barrel is included in the quotation?—A. Yes. The schedule is right, no doubt; 
but if the logic the witness uses is right, why should the Standard make the price 
of refined oil in IH9.5, when crude oil was $l.;i.'i a barrel, 4.1) cents per gallon, and 
in 1898, when crude oil was only 90 cents a barrel, d.7 cimts per gallon? You se(‘, 
there is a difference there of 80 points. It they are cheapening, if they are 
tending to lower the price, his table is all right, but I do not .see the logic in the 
point that he makes. These prices are siinidy on export oil. Suppose we take last 
year's average iirice. Refined oil was .a.7 cents per gallon; if for some reason the 
.Staiulard Oil Company sees in foreign countries a neces.sity for cutting the price 
on exjiort oil 1 cent a gallon, making it 4.7 cents per gallon, they would simply 
have to advance the prices on home products 1 cent a gallon on the balance of 
the products to make up tor that deficiency, and therefore you can not determine 
prices in the oil lm.siness generally iqion the prices of ex])ort oil alone." If his 
logic is true, he is giving all the benefit to the foreigner, because these jirices he 

' See <-htirt of uriees ill lutriKllli tioil. " See Mr. Lee. p. ^Tli: Mr. Riee. p. eVi. 

" See testiuioiiy of Mr. F. II. Tlnirher, p. 4. 

4 Set) Mr. LiM-kwuiKl, p.p. 1)94.ISIS: Mr. ArehlMilil, p.Mr. Emery, p.(90. 
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uses for tho chart, basis are on export oil; there is very little export oil used in 
the United States, siippo.sedly. If his loj^ic is true, he i.s helpini; the man over on 
the other side, and you and I have to pay higher prices for water-whito, lubri¬ 
cants, and gasoline. Do yon see the jKnnt I make? 

rmcK i>F KXi'oitT oil. not a obiteiuon of pku'es in this oounthy. 

Q. Do you niean that he nses figures which simply represent one ijuality usually 
sent abroad, and that the table therefore does not represent the average price of 
retineil oil to the consumers or the wholesale dealers in this country?—A. Yes; 
this is e.xport oil and represents about 44 per cent. About 44 per cent of the crude 
product is export oil. 

Q. Your general conclusion, then, is that the figures cited in thiatablo, or repre¬ 
sented on tbo chart, are untrustworthy for tho purpose of drawing any I'onclusion 
as to the general hwel of prices to tlie consumer or to tlie wholesale dealer in this 
country?—A. That is certainly my conclusion, I believe, however, that the 
Standard Oil Comiiany is employing the very best brains engaged in the manu¬ 
facture of oil. They have certainly brouglit forward a great many inventions 
in the refining of cniile petroleum. I certainly believe, that. A man can not 
help hut see that thi'y are imi)rovin,g every day. They are doing a great deal to 
bring out the very best there is in crude oil and make the most of it. That is 
their business. TIu'y inohably do more than any man or any firm. Probably Mr. 
Van Sickle, who was an indeiienih'nt refiner in the sixties and seventies, brought 
forth more original ideas at that time that are .still being used than any one 
refiner. He was a very practical man. 

Q. You would be inclined to tliink, then, that on the whole this decline in 
inices that has come through improvements in methods of production is due, in 
]iart. to the work of the Standard Oil Company and in jiart to the inventions of the 
indeiiendent refiners, and that the honors might fairly be distributed between tho 
two?—A. A'ou mn.st not foi-get that with this decline in the prices of refined oil 
there has been a very heavy di'cline in crude oil; wells are horeil and handled so 
much more cheaidy. Originally 1 man with 1 pump, boiler, and engine would 
pump 1 well; to-day little wells doing a halt or (ptarter of a barrel are har¬ 
nessed up to 1 big drive power, with I’O and 111) and even 40 other wells. So you 
see the expense of operating is so greatly leduced that the cost of producing lias 
become nominal compared with what it was II) or t’l) or ;j(l years a.go. 

Q. At the same time, in accordance with this table, the price of ernde oil has 
not declini.sl materially since WTI). In that yiuir it was selling at ks cents a bar¬ 
rel. Was it not .Jl .(!.■) in isii.v?—A. What is it now? 

Q. Ko the price of crude oil, on the whohu seems not to have ileclined very much 
since t.STt) and IftitO. and of course the price of refined has also declined very much 
less since t.'tHO than it ilidhetween l.sTOund tsMl). accoriling to this chart. Would 
it he right, then, in your .iudgment, for u.s to infer that the chief improvements in 
the methods of production were made between ISTItand 1880 rather than since 
1H,SII—improvements in the methods of refining?—A. Between what years? 

Q. Between 187i) and 1880, I will say. instead of since 1880?—A. That would lie 
imply speculative. 

Q. It was during those years that the chief difference was made in the cost of 
the refined product. (No response.) 

Q. (By Mr. BlllI.l.ll'S.) Have the Standard Oil peojde any superior methods of 
refining that are not known to the independents?—A. If they have, we do not 
know it. Of course, if we did know it we would use the same; they do not give 
out their information, certainly not. 

Q. Do you believe you can get out the whole value and make as good oil as they, 
both in by-products and refined material?—A. I behove the indeiNindents put out 
as good goods in every way as the Standard Oil Company does, certainly. 

I■'^^EI(^HT KATES AM.I TKANSPOKTATION. 

Q. And as economically in proportion to the amount they put out?—A. I believe 
we do; yes 

Q. (By Mr. Jenks.) Tho question of freight rates and the apparent advantage 
of the Standard Oil Company in that respect has come up a number of times. 
Have you any information that you can give us concerning tho freight rates that 
you secure, and tho influence of tho Standard Oil Company upon the railroads, or 
the special advantages they get in tho way of freight rates?—A. With reference 
to oil rates, I have no reason to state that wo are pajing.any higher rates ]>er hun¬ 
dred than the Standard Oil (lompany is. They are not slnp))ing anything from 
Titusville, but there are other given points, such as Olean and Buffalo. Buffalo 
would take a little higher rate,however; but I know that they are hnderbilling 
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tlieir (Jill's. Since tlie fi.stabli.shmpnt e! the Interstate Commerce Commi.ssion the 
railroads, I think, have been very careful about ;?ivinK rebates on oil, or perhaps 
on any other traffic; they may do it; I know of nothing of the kind. 

tlNDKKBILIJNO ill' (JARS. 

But I have seen freight receipts in New York from one of my former customers 
wherein a car of 7,(KH) to 7,200 gallon.s was billed from Oleau at 24,000 pounds. 
Now. that car weighs, according to the basis on which we have to figure, (>.•4 
pounds ]ier gallon—from 44,800 iiound.s to40,080 pounds. I give you the weight of 
7.000-gallon tank cars of oil. Were I to bill that car or those cars I would have 
to bill it as I h.ave stated, at actual weight—44,800 or 46.080 pounds. They also 
prepay their freight. Perhaps I sliould not say that, for I do not know it; but 
my customers, who have received oil from tlnnii, state that the Standard prepays 
all freight on oil, and I believe they do. Now yon see what a differimce it makes 
when this oil is billed at 24,(M)0 pounds. They may be paying the same freight 
rate per hundred, but you see what a disadvantage I am working under if 1 have 
to bill 44,800 pounds where they can bill it at 24,000 xiounds and get it through. 

I have .seen ;i of these freight receiiits, and my o])inion is that every car that goes 
out of Olean, or any other of their refineries, is billed on this same basis; and I 
believe that is wlim'e they are getting the remarkable leverage; and I believe, also, 
if I were itayingon the same basis they are, or they were jiut on the same I am, we 
would not have to make such cuts or else go out of the town. 

Q. Why not bill at still less than tliaf'—A. Twenty-four thousand is the mini¬ 
mum cajiacity, the minimum car weight, in billing oil. 

O. Then you believe it to be true that the general custom that is followed is to 
bill every car at the minimum weight, although the car itself may be very much 
larger and heaviiT?—A. Yes; at tlie minimum weight. I know one other inci¬ 
dent. It is just hearsay, but the case of these recei]its only confirms what I am 
about to Kiiy. A certain ])arty in New York bought a lew tank cars of crude oil 
from the Standard Oil Comiiany, ■which were shipped from Oh'an. The cars 
arrived and the fri'ight bills ivirc jn'esented for (jollection. because they were 
buying it f. o. 1).; they bought it f. o. b. Ohsin; it was certificate oil put into tank 
cars; it was not refined: the freight bills were presented to the buyer, who noticed, 
to his sui'iirise, that the cars were bilhsl at 24.000 jiimnds; and the cars held from 
6,000 to 6,600 gallon.s, which would be 68,.|00 iiounds on a 6,000-gallon tank. 

Q. (By Mr. Pmt.i.ips.) Of diffm'ence''—A. No; that is what I would have to 
jaiy; thi'y were billed at 24.000 jiounds. w’hereas they actually weighed :!8,000 
poiinils and more. A few days later this buyer got a corrected f)ill from the rail- 
roaii company billing them at actual weight-with the regular rate, which he ]iaid. 
ofcimr.se. I'donot believe tlmse were errors. The ;i cars I siioak of in central 
New York were not billed at the same time; they were billed at different times, 
and those things could not be errors. Every railroad has or should have what we 
call a tank-car book, giving the number aiid initial of all the tank cars in the 
United States and tlanada. with the gallonage and the weight, figured at 6.4 
liounds iier gallon. 

O. (By Mr. Katciipord.) 6.4 per gallon't—A. Yes, pin- gallon; 6.4 pounds per 
gallon. "Therefore. I say these things can not lit' errors on the jiart of the billing 
clerk. It only contii'insmy beli(4'. It is my bi'lief, of course, that they are getting 
their gocMls put through, when in tank cars, at 24,000 iiounds. while I am (laying 
on the same car for (iractically .60 or 100 per cent more than the weight tor which 
they are paying. 

Q. (By Mr. .Tenks.) Do you recall the dates of these receipts'^ Ho-iv long .ago 
was this? Yon say yon have seen separate receipts: have you any idea, about 
when that oil was shipiied?—A. It was about:! years ago. 

Q. Bo yon think that, within 4 years at any r:ite, you have located 2 specific 
cases in which the Standard Oil Company has had its oil undiTbilled. i. e.. at 
21.IKI0 (lonnds, where a fair billing would have been at least 44,(K)0 iiounds. and 
probably more?—A. Yes.' 

RATEKOAllS IKl NOT CARE T(l IIANIII.E INDEl'F.NIIENT (.III,. 

Q. Have yon other information with reference to freight rati's in connection 
with the oil business?—A. In reading these ‘2 letters 1 wish to .sliow to the com- 
miRsion that for some reason independent oil is not a commodity that the rail¬ 
roads are (h'sirou.s of liamlling. This one is from the commerci:il freight agent of 

I See Mr.Areb6ol(l.iiii.ri.W,.''K‘il: Mr.Rice,p. 7:11 ; Mr.Piitre. 
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the Now York, imd St. Louis Railroud Ckunpauy: ho i.s in Pittsimi’K. 

Ho writes (reading): 

PlTTSUURd, Pa.. April I :!, AS’.'W. 

Snlijoct: Ratos on oil. Titusville to Vermont points. 

Mr. T, B. Wkstuatk, 

Manaijer AiiuTicaii Oil Works, 

Titusville. Pa. 

De.ar Sir: Referring to oonvcr.sirtion the writer had with you a .short time ago 
in regard to rates on oil from Titusville to points in Vermont— 

I regret oxeeedingly that at the present time we can not name satisfactory 
rates on oil from Titusville to Vermont points. 

We hope,however, to bo able to do so in the near future and will advise you 
.■just as soon as possible. 

Yours, truly. W. H. Richards. 

Coiiniicrciiil A(jeiit. 

Howes. 

Here is a letter from the New York Central Fast Freight Line, F. L. Pomeroy, 
general manager. Buffalo. He is the general manager of the Red Line, White 
Line, Blue Line. Canada Southern Line, and Midland Line (reading): 

Bukfai.o, N. Y., Dirnnlier .i, 

Messrs. American Oil Works, Limited. 

Titiisrillc. Pa. 

Gentlemen; I have your favor of the 25th instant asking tor rates on oil in 
tank ears and baiTels from Titusville to Montreal, province of Qindiec, and in 
reply would say that oil is not a commodity that we are permitted to handle by 
our fast-freight lines; therefore I have no authority to make or discus.s ratt's on 
this commodity, but would refer you to Mr. S. Goodman, assistant traffic manager. 
New York Central and Hudson River Railroad, New York City. 

Thanking you for the business which you are giving us of other kinds, which is 
fully aaipreciated, I am. 

Yours, truly. F- L- Pomeroy, 

(Iciieral Manager. 

EREIOHT RATES ACCORDINO To THE RED-1.INK. TARIKE BOOK. 

I wish to offer in evidence a Red Line tariff book-,' Tlu' Red Line is one of the 
lines of which Mr. Pomeroy is general manager. I take it that these lines are a 
sort of a wheel within a wheel for some purjiuses, I am now billing oil at Titus¬ 
ville to certain points via the Red Line. This, as you men who are aciiuainteil 
with the railroads understand, gives in alphabetical order the names of towns in 
PennsA'lvania. New York, and the Eastern States and their freight rates; that is, 
it give's what rate it takes; for in.stance, Abhiiigton, Mass,, takes a Boston rate. 
Referring to the sheet that this D. A. V. M. Line provides me with, I find the 
Boston rate on oil in carloads is 2.'iJ cents per hundred; in less than carloads, local, 
it is 33 cents ti hundred. I am prohihited shipping carloads to certain points 
named in this; that is, carloads of oil. Other classified freight goes through and 
oil in local lots goes to some points; but to points on the New York, New Haven 
and Hartford (e. g.. the first one 1 read. Abbington. Mass.), 1 could not ship oil 
unless I paid 33 cents. I would have to jiay an arbitrary price. This occun'ed,! 
should say. about 3 years ago, when the New York. New Haven and Hartford 
came into certain hands.' We suppose it is controlled by the Standard Oil Com¬ 
pany. Our territory is being narrowed each year by the roads which are in .some 
way made servants, in my opinion, of the Standard Oil Company. 

Q. If I understand you, this Red-Line rate hook that you have shows that you 
can .ship ordinary kinds of freight at Boston rates to all those local points.—A. 
Yes. 

Q. When you yourself attempt to got rates do they simply say they -will not 
quote you any rate at all tor carload lots of your product?—A. 1 enjoy freight 
rates to some of the.se points. There are exceptions; tor instance, (reading); 
“Agents take special notice: Petroleum oils to points -via Syracuse, on the 
Ogdensburg and Lake Champlain Division of the Central Vermont Railroad and 
points beyond, can not bi; taken at rates named in this tariff. Shipments of 


' Eust-I>ound Rod Line Tariff. No. 411, March, IHUfi. 

■'See parugragh 1 of Vir-e-Pl’asidimt Hall’s affidavit in fiaitnote tn the tcatiiuenyof Mr. Pago. 
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pfitroleuin oil destined to points on the Now York, New Haven and Hartford 
Railroad (New Haven and Old Colony systems) can not be taktai at rates named 
in this tariff. Sncli shipments will he subject to arbitrary rates from tlu^ various 
junction points of the Boston and Albany Railroad.” Now to points like 
Malone, which, on other freight, takt! a Boston rate, on oil of :1:IA cents a hundred, 
I am comi)elled to pay 3C,i cents per hundred. As I go beyond Malone to Rouse 
Point, I am obliged to pay ;13 cents per hundred. 

Q. Although through freight, ordinary freight, will be sent tor cents?—A. 
Fifth-class freight is 2(1 cents per hundred. Oil is listed a little higher than fifth- 
class. I can ship anything to most any of thes(! points specified unless it is desig¬ 
nated here as arbitrary. 

C^. (By Mr. Pllii.i.ii’s.) Why, in your ojiinion, did they make that difference— 
prohibit shipping to some points and allow Bo.ston rates to others?—A. To keep 
us out of that territory. 

(J. Would the difference be so great as to consume your profits largely?—A. It, 
in some instances, prevents us from selling in those localities and (-auses the 
consumer to pay a higluu- pri<a' for ids goods, because the Standard probably will 
sell a little bit under us, getting the benefft of the high fridglit rale which i ha\ e 
to pay from Titusville ami which they do not have to pay from, say, a. New York 
point norih or a distributing point somi'where. such as Albany, 1 wish to show 
in coiiiKH-tion with these, which 1 term exorbitant freight rates, that this Red- 
Line traffic book quotes a Boston rale to Adirondack Junction, on the St. Law¬ 
rence and Adirondack Railway, which is within !l miles of Montreal. Now, if I 
could ship oil there, as I should, on the Boston rate, whicdi is 22.1 cents. I could 
make a good, fair profit; but I bold in my band a telegram from Samuel (iood- 
maii—I believe he is the assistant traffic manager of the New' York Central—in 
reply to a telegram, which reads as follows: 

‘■.T, B, 1K!)9. To Amerk’an Oil Works: TIiiti- are no through rates on oil, Titus¬ 
ville to Montreal,or for other points you name. Tariff from Buffalo (oMontreal, 
Adirondack .Tunction, or Beaiiliarnois is :!.') cents per 10(1 iioiinds via Utica. lit. and 
M., St. L. and A. C. P., or I. Grand Trunk. 

■■S. CoMlIlMA.N. ’ 

He says that he ipiotes me a :!.”i-cent per liundred rate from Buffalo to Adirondack' 
Junction. That was the point named in the Red-Line traffic bocjk, to which I 
should get through from Titusville on 22.1 cents a hundred, if taking a. Boston 
rate, wliicli is named here; but instead he quotes me :i.') cents a liiindn'd from 
Buffalo there. Added to that, my 2 cents per hundred from Titusville to Buffalo 
makes a I;!.)-cent rate per hundred from Titusvilh* to Adirondack .lunction. I tig- 
iired that out in miles and in ton rates. 1 will give tlie distance from Buffalo to 
Utica ns 201 miles and from Utica to Adirondack .lunction as 222 miles, making a 
total of 424 miles; tin* freight at 2.‘) cents jier hundred on oil would be .s7 per Ion, 
which would be $0,010.1 per ton per mile. Now, tlie New I'ork (.'eiitral's ;ivi'rage 
receipt tier ton tier mile on oil in 1200 was .$0,0072; in 1.2S0, $0.00712; in I.2.SS, 
$0.00752. The estimated I'ost of handling oil in IBilO was .$0.00."it0 |ier in ile; in 1 s,s,s, 
$0.00.5.57; the rate he has quoted me is nearly 2 times tlie average receipt tier ton 
per mile as given in their schedule in IStlO, iffSO. and 1S.S.S. This comtmtation is 
on page too of a pamphlet containing a case in tlie circuit court of the United 
States for the western district of Pennsylvania, which I can give you. This was 
the testimony that I refiTrisl to that was brought lietore the Interstate ( 'ommerce 
Commission in 12.2.4 in Titusville, The State of Vermont is the State where 1 
have had the most trouble in marlceting goods, and I wish to read a. letter li"r(^ 
from a division freight agent: ho is a soliciting freight agent for the Lake .Shore 
and Michigan Southern Railway Company (reading): 

Cl.Rvi!i..vxn. Oitni. A})ril tv.'U. 

The AMKnic.vx On, Works. 

Tilnsfillr. P<(. 

GEiNTl.EMEN; Referring to our conversation of some time since relating to car¬ 
load rates to Vermont points, 1 have looked into this niatter very carelully and 
find that the following rates are the best at the present time. 

Burlington, Vt., 44t cents per tdO ]iounds, via Rutland. 

St. Albans. Vt., .501 cents per 1(11) pounds, via Rutland. 

Richford, Vt., .54* cents tier 101) pounds, via Malone. 

St. Johnsbury, Vt., 20* cents iier 100 pounds, via Bellows Falks. 

Newport, Vt., 28.1 cents per 100 pounds, via Bellows Falls. 
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Tlie less thiui carloiid rati' to Si . .Toliiislmry, Vt., ami Nf‘Wi)ort, Vt., is It:! cants 
par 100 iionmls. 

Note the attacheil letler wo have from Mr. Chittenilen, of the Central Vimniont 
Railway. 

xonrs, trnly. W. F. Andrews, 

Soliciting Agent. 

Return the letter. 

I wish to stall’ here that St. .Tohnsbnry and Newiwrt, Vt.. are hooked in 
this Red Lini’ traffic book as takin^c Boston rates. They shonld therefore ftive 
me a rate of SIS cents per hundred on oil to those points. This is not the Red 
Line, however, but thi' Red lane prorates with the Lake Shore. I think all work 
tojiether for {jood e.xceiit in the oil business. He does not name that to me; he 
has not named it. Maylie he knows that the less than carload' rale in the Red 
Line book is d.'l cents a hnndri’d, but for some reason oi’ other he can not n.-ime 
me rates on carload lots into those jioints exccptini' as 1 have f,dvcn them to yon. 
Yi m see that debars ns. Such outlandish rates debar a manufacturer from I'oini' 
into territory where they want a Kood {■rade of oil, a li,i;ht oil. Vernumt is a. ftood 
oil State; that is. for selliufi oil: and it curtails the business. 

tj. (By Mr. .Tenks. ) You think that the Standard (lil Company simply comes 
into that territory fi'om other shiiipintj points where the rates are very much 
more favorable?—A. It mnst be. They cei'tainly are not payin« such rates. They 
do not countouauce any such thin.u: as that. 

FKKIlillT KATES To THE I’AITFIC COAST. 

While speakiny; of freight rales I wish to mention that a few years ago we 
en.ioyed to the Western coast—Wi’stern terminals—a freight rate on oil in car¬ 
loads of Tni cents pi'r 100 pounds. 

Q. Y'on mean to the Pacific coast?—A. Yes; the Pacific coast; what they call 
terminal points on the Pacific coast. After the establishment of the Standard's 
refinery at Whiting, near (,’hicago. the freight rates from Titusville, Oil City, 
Warroii, and Pitt.sburg to those points on the Pacific coast Avere abrogated, and 
they would not give ns a through rate, but wc must bill to Chicago at IT.I cemts 
per 100 i)onnds. and then from ('hicago west we added TS t cents per 100 pounds. 

Q. So that before the establishment of this refinery you had a rate to the Pacific 
i;oasr. at terminal points, of T.s.l cents, and afterwards your total rate through 
was 00 cents'?—A. Y'es: that was after the refinery was built near Chicago, at 
Whiting. Ind.' I have a letter in my hand from Charles T, Hallowell, general 
freight agent, (Treen Line system. 

(Letter referred to is as follows:) 

On, CiTV, Pa.. .\i>ril /,'f.v.v. 

Ajiekican Oh. Works, Titii.'<vitl(\ To. 

Dear Sirs: On reipicst of Mr. Westgate we made .apjilication to Delaware anil 
Hudson for rates to points on that line north of Whitehall, and have only just 
received Mr. Wadsworth's letter iiuoting the following rates per hundred from 
Whitehall, which mu.st be added to our Boston rate of 'dd.l cents from Titusville: 


(’linbbs Dock. N<iw York 

Drostlon. 

J’litn.'uo. 

Wriubts. 

Dolaii'i .... 

A(l«Hsoii Junction _ 

C rowimoint_ _ 

Port Henry... . 

Wthstport .-. 

WiuUuiTllH Mills ^. 

WballonljiirK. . 


»jiisiMiro. 

Port Kont. 

PlattBhui’K_ 

Rt'okuiantown .. 

Sciottt. 

WoJit Chazy. 

VUuy.y . 

(^ooperHvillo .... 

Rouho Point_ 

Mooerw Juuotioii. 


'Sec Mr.Mtnuicit.p.Mr.Rico.ii.TJl; Mr.PiiK^'. 
2 iitutiou without ugcnl, freight propuid. 
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W« have again written Mr. Wadsworth, calling lh.s attention to the fact that 
the rates iinoted are about 31 cents iier ton iier mile, whi(di is in excess of wliat 
other lines would itharge for a similar distance, and will advise you if he makes 
any further concessions. 

For points on the bran<!h from Saratoga to North(.:roek our Boston rate will 
apply. a,s shown hi group 3 of oil circular No. 33. 

Yours, truly, CiiAS. T, IIai-miwei.l. 

Geiieml A(jriit. 

Wo have also called Mr. Wadsworth's attimtion to the fact that we asked for 
rates from Schenectady and not Whitehall. 

I roceivi'd a letter written A]>ril 111, from Mr. Hallowell, in which he says 
that Mr. Wadsworth, the general freiglit agent, Delaware and Hudson, will not 
make any coiu'ossion. so that if we ship oil 1o tliose points we must pay the enor¬ 
mous rate of 31 cents per ton per mih,! above Whitehall, which, as a railroad man 
signifies, is an enornious rate, and far beyond what any other road would charge. 

(The letter of .April 19, 1899, above referred to, is as tollow.s;) 

Oil, City. Pa.. April in. isxi. 

AMRRif.iN On, Works, TihiHiillr. Pa. 

On.NTi.n.MEN: As advised yon in our letter of the 13th instant, we again wrote the 
Delaware and Hudson peojih.! in regard to rates you had aski.sl for on that road, 
and now have letter from Mr. Paul Wadswi.irth, (t. F. A., April I T, advising that 
Inu-aii make no better rate than that already named yon for jioints north of White¬ 
hall, ami also states that our oil circular rate of 331 cents pisr 109 pounds from 
Titusville can not aiijdy to points bidweeii Saratoga and Northcreek, and those 
points will take the following arbitrary per 100 pounds additional; 


Tank cars, Uarrols. 


N. Y. 

Kind's . 

Soutli C'oriiitli . 

Kiulh'y. 

(’orinfh. 

Sti)uyfr«M“k -. 

Tlmniian. 

TllD . 

liiviTsidt'. 

Noi'thcrt'ok 


('cuts. 1 Cents. 

! 



S 7 


12: 11 

Id j 12 

ir>! 14 

Id i I'l 

Id: 17 


tluit \V(* biiA'c not Inam nblc to mak(‘ bettor terms witli them, Imt it 
would apiH'nr that it will not be possible to do any bettcu*. 

Yours, truly. 


Ctias. T. llALLowEiai. OentTal Ageni. 


Q. Do you mean that you are eharj^tsl 14 rents per hundred more for oil to 
Whitehall, or to one of these local points you have mentioned, than, in accord- 
ance with this R(*d Line tratlic booh, is ciiar^ed for ordinary freij^hty—A. No: it 
tabes an arbitrary rate. 

You simply thinh tln'charKo is excessive^—A. Tliecharj^e is excessive: and, 
in fact, we are daily b(‘infi: narrowed down by the railroads. I can not to 
Now Hav('n, or ProVidtmee, H. T.. with oil on a Boston rate, aceordinj; to this 
Red Inm‘ trafiii' book. This Red Lino traflic book on all other goods'takns a Bi)s- 
tou T'Mv. to Providence and New Haven. Wiiat is the cause for it? 


CH.XK.M'TKU OF OIE FHF.lOllT. 

Oil is a good freiglit to handh'. Mr. Mothoral. who is a confidential man of the 
Green Line in Oil City, gave statistics in 1888, before tlie Interstate (Jommeree 
Commission, relating to tlie loss and risk in handling oil by freight, which I will 
rea<l from jiage IHJ) of tlu* pani])hlet of testimony taken in cases 153,154, and 1C3 
before the Intersbite (Vmimerco Commission:' 


•Inter-state rommereoCoinimssion. i ai t i i * r» a 

Till' IndeiM*inlniit ItidliiorH’ AKsoi-iation. of Titusville. Pa., and tho Indnpendont Refiners Asso- 
oiatien of Oil Oitv Pa., e Tlie Wi'stern New York and IVimsylvama Railroad CoiniMvny, the 
New York. Lake Lrie and W«-,-^tern Railroad (’miu)any, the Delaware and Hudson Oanal Coin- 
jiatiy. tho Pit,ehluir>t RailriMid OoniiNvny and tlu* Ikwtim and Maine Railroad Company, No. Ifi,). 
Also tho samo eoinplaiiiauts r. othors, easos 154 and 1(12, tostnuony. 
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'■ Q. What is your opinion, from your own oxirorience of the business, relative 
to the risk of fire from the transportation of oil by the two difforent methods, by 
tanks and barrels; which is the greatest? 

“ A. It is greater in tanks. 

“Q. How nimdi? What relative portion would you say? 

“ A. From 1H83 to 1887, r> years, the loss on oil in barrels was twenty-seven one 
thoiisandtlis of 1 per (;ent; the loss in tanks was forty-three one thousandths.' 

That is the result of iwdual experience? 

“ A. That is a statement made up from our office a year or so ago. I looked it 
up again to-day. ” 

So you see the loss in transportation of oil is almost infinitesimal and my opinion 
is that, if we could keep about upon the Bam<> basis—not my refinery alone, but all 
refineries and all shippers of oil —as the Standard ()il Companvv we should not be 
having this terrible experience that we have had at times. We could get prices, 
becau.se they would not have the means to cut us. 

Q. (By Senator Mai,!, ORY.) Can you indicate what basis that is?—A. I referred 
to that a few moments ago when I stated that they were underbilling. I have 
evidimce where they have underbilled—i.e., oil that would weigh 44,000 pounds 
was billed at 34.000 pounds. 

Q. (By Mr. Kennedy.) Whatdid you say the wastage is in i)it>ing oil? Did yon 
.state that?—A. I did not .say. 

y. Just the wastage of tanks?—A. Yon mean this railroad? 

Q. Yes.—A. These figures that I gave concerning the transportation of oil in 
taim cars are given by Mr. Motherall, probably one of the be.st-posted traffic men 
in the country, because tbe Green Line, up to that time, undoubtedly handled 
more oil freight than any om; ro;id. 

Q. Have you any figiires there in regard to wastage in pipe lines?—A. No. 
From what I have read and from what my experience has taught me, the railroads 
do not c;iter for the indi'pendent oil trade. Until within thi; last 3 years we bad 
very tew railroad men solici'ing oil trade; we have very few now; a few local 
lines solicit; but I do not remember of a New York Central, a Vermont Centr:il, 
a New York, New Haven and Hartford, or a Boston and Albany man asking me 
for freight, and I ship in the neighborhood of from 13.001) to 14.000 barrels a nionth, 
going indirections that wonld be over their lines. During the consti’mdion of 
the United States Pipe Line, when we had a finv tons of iron to haul to .Athens 
and various points, and it was ])ublished in tlie papers that tanks were to l)e 
erected and that pipe was to be laid, there were traveling freight ;igents after us 
every day to get the shipment of those goods over their line—Lehigh. Erie, and 
other ways. We could .ship iron, but the oil—we must not handle it. That is 
probably the password that goes over. 

In connection with that Montreal business. I wish to stab' that we en.ioyed.Tip 
to la.st fall. I think it was in October, a 34 cents i)er hundred rate from Buffalo to 
Montre;4l, P. Q. 

t^. (By Mr. Jenks.) Had you been shipping oil to Montreal regularly for some 
time?—A. We had. 

(J. For how long?—A. Four years and over. 

Q. At what rate did you s;vy fi'om Buffalo to Montreal?—A. It was 3U at one 
time, but it was advanced to 34. 

CANADIA.N HEFISEKIES I'URCH.VSED BY STANDARD—ADVANCE IN FREIUIIT RATES. 

Q. For most of the time it was 34 cents from Buffalo to Montreal?—A. Yes; 
but at the time the Standard ()il Comjiany a’ 'e into possession, either by jmr- 
cha.se or lease, of all the refineries in Canada, at P trolia and the other oii points, 
the freight rates from Buffalo to Canadian points immediately advanced; the rate 
from Buffalo to Montreal advanced from 34 cents a hundred to 45 cents per 100 
pounds. I got caught on that, I was not very sharp. They did not notify me 
of the advance. I sold a man a car based on the 34-cent rate, and it cost me 45. 
I was out the 13 cents per hundred.' 

Q. (By Mr. Phillips.) Did that 13 cents materially affect your prices?— A. 
Twelve cents a hundred is nearly 40 cents a barrel. If I can make 10 or 15 cents a 
barrel on oil I am doing a good business. It practically cuts me out. I can not 
sell oil in Montreal under these conditions. 'That is why I wired Mr. Goodman to 
get to Montreal via New York Central, via Utica and Malone, and this Adirondack 
division, but they did not want the trade. 

Q. So you are practically shut off at this time?—A. Yes. 

Q. Since the Standard made the purchase of the oil fields and oil refineries in 
Canada?—A. Yes. __ 

> See Mr. Bice, pp. HO, 717. »See Mr. Oafl, v i (1S3. 
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(By Mr. Jenks.) What are the railroads that made thoso Canadian rates?— 
A. The (Irand Trunk running from Buffalo to Montreal and tlie Michigan Cen- 
Canadian Pacific from Buffalo to Montreal. 

Q. Then, when you were asking for freight rates around this other way over 
the New York Central, you were merely looking for another way to get to these 
smne places?—A. I did not know but I could find the bars down and slip some 
oil in; but they put them up. 

CJ. Then you asked for rates to Adirondack Junction?—A. Yes; that is the one 
I gave in evidence. 

(^. That is some distance this side of Montreal?—A. Yes; !) miles. 

<4- But it was for the vmrisise of letting you into that Montreal market?—A. 
Tlmt was the idea. 

Q. Were you going beyond the New York Central line in asking for rates to 
Adirondack Junction?—A. I was not; I could pay a switching charge of 9 miles 
and get it in. 

y . Do these increased freight rates through Canada still continue? How long is 
it since the rate was put up from 9J to cents?—A. I believe it was in Octoiier 
last. 

Q. And the rates are still held ?—A. I understand that the independent oil men 
in Montreal brought the matter up before the parliainont. and that the railroads 
were either compelled or advised to withdraw that tariff; and. according to the 
])aper whicii 1 saw, a Montreal paper, the railroads liad witlidrawn the tariff— 
that is, they had withdrawn the printed tariff, imt tlie rate still remains the same, 
if I wish to sliij) a car of oil in there. I think th(!y have some very strong 
evidence in the matter; but I am not posted. I am not prepared to give it to you.- 

CiJ. (By Senator M.mxouy.) You liave not attempted to ship any in there 
recently?—A. Yes: I liave a Jiarty up there and I have tried to sell, liiit he could 
not buy liecause the rate was too high. 

What we shippers would like is this, th.at oil be classified. To some jilaces we 
pay more than fifth class, and occasionally a litth- less than fifth class. If 1 were 
asked what class oil should be in, I should say it should bc^ si.’ith class; but if wi- 
had a fifth-class rati! on oil our Boston rate would be 90 cents per hundred, and 
we are paying 9:U per hundred. We at one time en.ioyed a rate of TS cents pel- 
barrel to Boston, which would be UH cents )ier 100 iioiiiiils; but as the web grows 
tighter the rates go up. and our territory is made smaller. 

y. Is there more risk in the tran.sportation of oil than ordinary merchandise?— 
A. Mr. Motherall stated that the loss of oil in barrels in shipping was twenty- 
seven thousandths of 1 per cent. 

Q. (By Mr. Jenks.) Is it not to be concluded, tlien, from your testimony, that 
there is not much more risk connected with the shijiping of oil than ordinary 
merchandise?—A. There certainly is some more risk. 

y. (By Senator M.m,I, DRY.) Does that include loss by tire?—A. Yes. 

y. But uot Icakagi'?—A. No; I think the commission should insist upon this 
commodity being classified. It certainly is of magnitude enough to be classifii'd, 
and you can see from the evidence I have given that tln-re must be a -‘nigger in 
the fence " if we can not get to certain jioints in a certain tariff book. We can 
get to certain points and not to others, and in one case can get no rate whatever. 

t^. (By Mr. Jenks.) Your ob.iection is not so much ag.ainst high rates as against 
rates that are not at all uniform to places that seem to be similarly located?—A. 
That is true. 

Q. And yon also believe that the Standard Oil Company has its goods under¬ 
billed, constituting nractically a direct discrimination against you?—A. That is 
true. 

I.ITIll.lTID.N CONCEUNINII FUEKMIT l!.\TES. 

Q. (By Mr. Pmi.i.irs.) Have you had any litigation with the Standard Oil Com¬ 
pany. or any case bi'fore the Interstate Commerce Commission, with regard to 
freight rates, or discrimination in freight rates?—A. Yes, we have. We, the Inde¬ 
pendent Refiners’Association at Titusville and Oil City, in IbSS had a hearing before 
the Interstate Commerce Commission.^' 

We were awarded the claims that we demanded, or asked for. The claims were 
these: That we should have the same rate, per barrel on oil shipped in a pack.age 
as the standard Oil Comiiany—i. e., that they were paying on a barrel of oil shipped 
in tank cars, or that they should quote us a rate per barrel, instead of giving us 
a rate per UK) iiounds. After many days or weeks of session the commission decided 


' As to the Michigan contract, SCO Mr. Gall, in;, •s-J. 979. 

■•i Hoe Mr Gall, pn. ll7.1Ji77, (Ml, Mr. Arcliliolil, pp.rnt.'iot; Mr. Page. 

3 8W) cases cited, p. 371; soo also Mr, Al-chhold, p, rVil, Iwttom. 
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ill our favor, anil awarilod us in their best belief, what we asked tor. Our awards 
iiinouuted to something like $88.(KK). Wehave been all thistinie, 11 years, trying 
to colleet this, and we have a ease coming ui> soon in the circuit court of the 
United States. We.steni Pennsylvania district, in Pittsburg, bearing on this,which 
has been decided in our favor two or three times by various courts. 

Q. (By Senator Mallory.) What road was that?—A. They were the Western 
New York and Pennsylvania Railroad Company, the New York, Lake Erie and 
Western Railroad Company, the Delaware and Hudson Canal Company, the 
Fitchburg Railroad Company, the Boston and Maine Railroad Company, and the 
Leliigh Valley Railroad Company. 

y. Were tliesecompanies responsible in the case youspeak of ?—A. They were; 
yes. 

Q. What is the status of that case to-day?—A. The status of" that case is a dor¬ 
mant one. They deluded we should have this reparation, and also that oil should 
be shiiiped per barrels—that is, instead of charging us 400 pounds, as they do now 
per barrel, it should be taken at iliO iiounds. actual weight of the oil. because the 
tank cars (the Standard Oil Company have their individual cars, and we h.ave a 
lew) are shipiied full and come back empty, and also that the empty barrels 
should be shijipcd back with no charge, because if the oil was shipped in barrels 
the cars could be used to load freiglit back, whereas the tank cars come back 
empty. But they did not comply with the order given. 

Q. The case, as' 1 understand, has been appealed to the circuit court?—A. Yes. 

y. Has it made any progress in the circuit court since it was aiipealed?—A. 
No. it has not. 

y. Is that what yon mean by lying dormant ?—A. Yes, lying donnant; it comes 
uji this fall. 

y. (By Mr, Pnii.Lirs.) Wh.at court w.as it tried in before it was appealed to 
the Interstate Commerce Commission, if any?—A. I have not looked up whether 
it was a civil action or not. 

y. (By Mr. Jexks. ) Do you e.xpect a final decision in the case this fall ?—A. We 
do: yes. 

y. (By Si'nator JIai.i.orv.) Can you state in a general way the territory in 
which you deal?—A. Yes : my territory is iiuite well defined. It is mostly in the 
State of New York. I sell some in Vermont and New liampshire, and occasion¬ 
ally a car scattered through different States ; but that is simply a catch m-der. 

y. Do you ship to foreign countries at all?—A. Oh, yes; nearly .Y) per cent of 
our product goes to foreign countries. 

y. Do you ileal with the South at all?—A. Not at the present time. The rates 
are high South. 

y. Do you deal with Cuba at all?—A. No. 

NL'MBEU (IF LNDEI'UXIIENT COMPANIES IN PENNSYLVANIA. 

Q. (By Mr.K ennedy.) How many independent refining companies are there 
in Pennsylvania?—A. Ishould say 1'? or l.o, 

y. Are'you connected with only one or several of them?—A. .Simply one. 

y. Have not the independent companies some sort of a combination to jirotect 
thmr interests as against the Standard Oil Comiiany?—A, The only association 
we have ever had was that of the indeiiendent refiners of Titusville and of Oil 
City at the time of this suit, or this hearing. We have common interests in the 
United States Pipe Line, the Producers and Refiners’ Pijic Line, and the Pure Oil 
Company. 

y. That is the only kind of a combination you have?—A. Yes. 


THE PIPE-I.INE SYSTEM. 

Q. (By Mr. Phillips.) Have you any specific knowledge about pipe-line sys¬ 
tems. the history of them in Pennsylvania, and the independent pipe lines prior 
to the organization of the United States Pipe Line and the Producers and Refiners' 
Pipe Line?—A. I have some knowledge, but I think nothing that would be of any 
siiecial benefit. I could tell yon about the time since we organized the Producers 
and Refiners’ Line, of which I am a director. We have had considerable trouble 
with the Standard Oil Company, who have bought up the production on our 
line, which caused us to lay lines more remote, but I suppirse that is in the course 
of Imsiness. They jiaid high prices, however, for these properties, and it was a 
good thing for the individual producer that we were in there, because ho sold 
out his property at a very high price. That has been done to quite an extent. 
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Q. Prior to the orgaiiization of the Pi’oducers and Eefincra’ Piix' Line Company 
were you KettinK your oil through the Standard lines?—A. We were buying oil 
from the Standard. 

Q. What pipage did you pay them?—A. Twenty cent.s per barrel. 

Q. What are you paying now for getting oil delivered at your refineries?—A. 
We art) paying the market price, Ifi cents per barrel pijiage. 

^ (j. Do you get at this lower rate as good oil as yon did when getting it from the 
Standard ()il Company?—A. The ma,iority of the oil is better. We get ptxtr oil 
h'tnn 1 district, near Oil City; each refiner has to take his portion; that is very 
interior oil. black oil. 

0. Does that go through the Producers and Refiners' Pi])e Line'?—A. Yes. it 
does; about 1.01)0 barrels a month comes through that line 

Q. Is it mixed with other oils'?—A. No; it is delivered separate. 

0- What kind of oil did you get through the Standard ])ipe lines befort) you 
owned this line'?—A. We got oil which was not of as high a grade, not as rich in 
illnminants as we are getting from the Producers and Refiners' Line. 

Q. And paid practically 5 cents a barrel more for piping than now'?—A. Yes. 

y. And the oil was not of as good ipiality? —A. No; it was not. 

Q. (Dy Mr. Kennkdy.) Can you state what percentage of the oil of Pennsyl¬ 
vania is refined by the independent companies'?—A. 1 have not the actual figures 
or data at my command, but I should say about one-tenth. 

The Standard Oil Company refines all the rest of it, tM) i)cr emit of it'?—.V. I 
believe they must have refined it or .shiiipc'd it abroad. 

y. And the business is profitable, 1 .suppose, to all Ihcse inilcpeiident companies, 
is it not'?—A. It has been at times. 


('OMI’KTITION WITH THE KT.\Nn.\Hll IN FOItEKi.N roTNTKIKS. 

y. (l.Sy Mr. Pinr.l.ies.) Will you state to the cominission what method tho 
Standard Oil Coiup;niy took lo circumvent your markets abroad, after the laying 
of the rnited Slates Pijie Line for shiiiping refined oil through to New York as 
well as (•rude'?--,\. The prices in our foreign markets, in (Termaiiy and Hidlaiid, 
were cut very low. so that we were obliged to sell ex])ortoil to thi'diii' buyer (we 
h;ue had but the one buyer, Philip Polli) very low; iiifa()t, at ruinous prices. It 
was only by the strictest I'cononiy that a number of refineries were kept out of 
the luimis of tile sheriff during the crucial time that wc' had in 18!,):! and I8!I4. 

y. Did Poth liaiidli' your oil tor a considerable length of time?—A. He handled 
it tor a number of years, and until a slmrt time after the Standard Oil tkimiiany 
purchased thesi'other large refineries that I spoke of a short time ago. Then I 
understand th;it tlm Standard offii-iaks approachedliiiii and told him that we wire 
on our last h'gsand tlnit he had better get his moiii'y out of his stuff whih'he 
could. They jiaid him big money for his plant, and it ivas turned over to tlie 
Standard ()il (.tonipany I'Utirely; his two sons-in-law were retained in the hiisiness. 
He had |iiTimised hy ;ill that was true and good to stand by the indepenilciit eom- 
lianies. We had sold him refined oil aivay helow the cost of ernde oil; Imt lie got 
i'righleiKMl when the Standard ajiiiroaelieil him in this wry. and as 1 say he .sold 
out. The shoi'k was so great that he died within 2 weeks; we thmi estalilished 
the Pure Oil Company - tluit is. we refiners and iirodiieers—and have been market¬ 
ing oiir own goods in Genmiiiy.' 

y. Did they also rent or buy the tankage abroad, so it was very difficult for 
you to dispose of all your oil?—A They did some of tlnit; yes. 

y. WeiT yon compclleil to build tankage and establish stations before nmrket- 
ing oil in (feriiuiny'?—A. We were compelled to do so. 

y. n;is your biisini'ss thero been a profitable one'?—A. ()iir returns Inive been 
very satisfactory in Gennany. 

y. Wliat were your profits whih' Mr. Poth w;is acting as your agent'?—A. There 
w;is very little in'the refining business, .iust in marketing abroad. We sold him 
oil f. o. \i. New York. 

y. You did not have any profits he made, if he made any, in Germany?—A. 
Certainly not: prices have been good there. 

y. But you sold a good nuiny cut cargoes, did you not'?—A. Yes. 

y. That is, helow cost'?—A. Below cost. some. 

y. Have you sold any cut cargoes .since to your agencies abroail, in the Pure 
Gil Company'?—A. No. 

y. They are quite iiiiiform, are they'?—A. ynite uniform; yes. 


H'onipirc' Mr.Lc'-.iipN-TG’cl: .Mr.Eiiicry.ii.UIT. 
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UELATION BETWEEN STANDARD OIL COMRANY AND THE INDEPENDENT COMPANIES.' 

Q. A fomor witne.ss .stated before this commission that if the Standard Oil 
Company wer<> to offer the indi'pendent companies a price far beyond the value 
of their'plants they would still refuse to sell out. Is that the feeling of the 
independent companies of Pennsylvania? Would they not sell for more than the 
value of their plants if offered that by the Standard 6il Company?—A. Now, if 
you will define that I will answer you directly; do you mean $10 more? 

Q. There was no specifii; sum named; it was said they would not sell to tho 
Standard oven if offered more than tho value of their plants.—A. If they were all 
like him they would not. 

Q. Have the Standard people made any attempt to purchase stock or circum¬ 
vent these independent ])ipe-line companies in any way in order to got control of 
them?—A. Yes; from the suits that have been in progress with John J. Carter 
and the Producers’ Oil Company. Limited, it would seem that is what they are 
trying to do. 

Q. Do you remember the capital stock of that (;ompany and how much they 
purchased?—A. The capital stock is $01)0.1X10. Mr. Carter originally owned .$0,000 
worth of st<H’k; he purchased about ,$:!00,000 worth niori'. We believe it was for 
the Standard Oil Company. I can not testify that it was. but from all outward 
ap|)earances it looked that way. 

Q. Did they attempt to get control of this independent company after imr- 
cha.sing this stock?—A. They did. Having the ma.iority of the sto(;k, t hey e.v- 
pected to elect the managers of tin; (simpany. But the company, lieing organ¬ 
ized in Pennsylvania under the .spetual act of 1871, called the copartner.sliip law 
or act, Mr. Carter would have to be voted in by a ma,iority in nunilxu' and inter¬ 
est in the Producers’ Oil Coniiiany liefore he could vote that stock, and our people 
declined to vote him in. He has been in litigation with tlie company for the past 
li years or more, trying to get in. The courts have finally decided—the suiireme 
court—that he was in (UTor, and that the company must buy his stock at tlie 
appraised value. The apprai.ser was appointed, and that appraising has been 
taking place for thi^ past .I or <! months. They are arriving at values, as the com¬ 
pany are obliged to buy the stock that Mr. Carter owns. He has been voted into 
a portion of it. 1 believe. 

Q. H;ive they bought stock in any other company?—A. If I remember (;or- 
rectly, they have secured something like .$400,001) in the United tstates Pipe Line. 

y. How much of that stock has been sold, and what is the capital?—A. I believe 
the capital is $3,000,000, and, if I remember riglitlv, the stock that is out is about 
,$1,300,000. 

Q. Did they attempt to get anyone on the board of managers in the United 
States Company?—A. They have 1 director in the United States Company; yes. 

Q. Have they recently been purchasing stock in that company?—A. Not to my 
knowledge. 

Q. (By Mr. Kennedy.) That would be a legitimate way of getting control of 
those companies, would it not?—A. Yes; that is one way. but jierhaps yon or I do 
not care to go where we are not wanted; that is the only way I look at it; you do 
not de.sire to go into a (;ompany if you are not wanted there, 

Q. If they get control of tlie.se comjianies, do you have any idea they will run 
them at a profit to the stockholders?—A. If they would run it, they would run 
at a profit; that is the way they run. 

TRANSPORTATION SYSTEM THE CAUSE OE E-YISTINO EVILS. 

Q. (By Mr. Piiillii’S.) Have yon any statement you desire to make that we 
have not covered by asking (piestions?—A, This question of the aggregation of 
capital is, of course, a large one for a small man to handle, but I do not fight the 
Standard (>il Company. It is not my business to fight them. I do not believe the 
Standard Oil Comiiany. with their millions, could or would drive me out of busi¬ 
ness, if I had the .same advantages (and that tu’cry American citizen should have) 
that they have on the transportation lines. If th.;y do not have that advantage 
over me, it makes no difference how large the company is; if they arc run on right 
lines, it matters little. 

Q. (By Mr. Jenks.) If I understand you, then, the evils that come from the 
Standard Oil Company would be done away with if the interstate commerce act 
could he enforced in both spirit and letter?—A. That is what I mean; in short, I 
mean that oil should lie listed as other freight is. And my opinion is that it 
would be a good idea to have a railroad (;xaminer just as you have a bank exam¬ 
iner for national banks. If I have a grievance; and think Jones or the Standard 

' Set, p. :f7B; Mr. Let;, p. Mr. Arrhlxjld, pp. ',77, ATS; Mr. Phillips, pp. 5S5; iiyu, WlA, .TOO; Mr. 
Etnery, p. 058. 
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Oil Company is gotting cheaper rates from a common point to Montreal than I 
am, lot me file a complaint and have one of thes(( examiners investigate the hooka 
of the railroad ooinpanies. It takes but a moment to find out where a grocery- 
man or a wholesale-oil man is buying oil. You are not giving away a man’s 
hnainesa l)y going to a railroad company and ascertaining the freight rate and 
the weight of his oil. The customer is not injured. I say that the complainant 
should do this because all men are human, and this is such a big business in 
shipping that we might not get justice even if a commissioner were appointed. 

Ci. Do you mean by that that it would be possible to buy up an inspector?— 
A. Yes. 

(^, Unless the complainant were to hav(! tho privilege of going also'?—A. Cer¬ 
tainly. There are so tew reiineries that il or 4 railroad examiners would, in my 
mind, bo sufflc.ient. Of course other shippers might demand the same thing, but 

1 believ(>, the wa,y things are, conditions are such that something of that kind is 
micessary. It strikes me so, because I ilo not believe that we are getting justice; 
and I do not believe we (am get it unless a thorough investigation is made. 

Q. (By Mr. Phillics.) Do yon think there .should be laws allowing tho inspec¬ 
tion of fi'eight passing' (.)ver the railroad-sV—A. Yes; I do. 

Q. Have you anything further to suggest in remedial legisl.ation for monopo¬ 
lies'?—A. I do not believe they are harmful when on right lines. I believe that 
illegal or illegitimate c.ompetition ought to bo banished in some way, whether by 
legislation I do not know. 

Q. (By Mr. Junks.) By illegitim.ate c(jrapetition do yon moan special favors 
shown by th(( railroads, and also this .si)ecial cutting of rates in j)articular locali¬ 
ties, of which you have already given ns examples'?—A. I mean the cutting of 
prices Isdow <(ost of production. The oil bu.siness and every other busine.ss should 
be run on its own nu'rits: if the Standard Oil Company, or Armour, or my little 
works can not get trade by holding out good goods and by good, honest competi¬ 
tion, by manly efforts, wo ar(! not worthy of the trade; we should certainly have 
.something that will protect us. 

Q. (By Mr. Ratcbiford.) By honest competition do you mean that every man 
shall be allowed to place his goods ui)on the market with the opportunity to make 
a reasonable profit'?—A. Y<‘s; I do. 

Q. (By Senator MArj,(.)itY.) Do you also nn'an that publi(.( carriers are created 
lor a public benefit, and should not I)h permitted to show favors to one set of pro- 
duc(.'rs as against another set'?—A. I can writ(‘ a hdter to Montr(.'al,Quebec,solic¬ 
iting trade, tor instance, and send it tor cents. The Standard Cil Company pays 

2 cents tor th(( same kind of a letter. When 1 ship a carload of oil there that 
weighs 11,0(10 or 48,000 iiounds, I ])ay freight (,n it accordingly; Irat from what I 
have seen, from what I have told you gentlemen. I am satisfied that their car 
goes through billed at 24.000 jHUinds, although it holds the same (luantity as mine 
does. That is what I want; tho majority of companies maintain that that is what 
I dos(!rve. 


AFPIKAVIT. 

Statf. of Pf.nnsvi.vania, County of Vokiikjo, s,s; 

1 swear tiiat tlie statements made liy me of my own knowledge in the foregoing 
report of my tcstimcniy before the Industrial Commission are true, and that all 
other statcumuits I believe to b(( true. 

(Signed) Thuooorf. B. Westwate. 

Sworn and subscribed before mo this 7th day of October, 1899. 

I SEAL.) CUF-STER L. KF.RR, 

Notary Public. 
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Washijkjton, D. C., .)uue 17, ISOn. 

TESTIMONY Of ME, M. I. LOCKWOOD, 

Indepcvdctil oil jirodiiccr. 

The ootniniMsioii met at 10.' 1.1 a. m., Vice-Cliainiian Phillips presidiiif;. Mr. 
M. L. Lockwood, hciiiji dnly swoni as a witness nixni the subject ot the oil indus¬ 
try, testified. 

tj. (By Mr. Jrnks.) Will you kindly ftivo us your name and address?— A. M.L. 
Lockwood, Zelienople, Butler County, Pa. 

tj. What is your connection with the oil business?—A. I am an oil producer. 

C^. For liow loiift a time have you been in that Imsinoss?—A. ^inci^ IHffi. 

y. Are you an oil refiner also?—A. No. 

Q. You have, I believe, a statement ready to make to the commission. If you 
will kindly give us that, we will afterwards ask any ((uestions that seem de.sirable. 

Mr. Chaikm.an and Oe.nti.emkn ok tiir Industuial CoMMISSIOaN; 

Robert Lockwood came from Enghmd with Winthropi in 1630. Cine hundred 
.and forty-seven of his descendants, one of whom was my great-grandfather, i)ar- 
ticipated on ttie side of the colonies in the war of the Revolution. I refer to this 
that there may be no cpiestion as to my Americanism. 

It .seems to me as though this reference is j)roi)er from the fact that it has 
become the custom of the monoiiolistic classes and all tho.se who are fawning for 
favors at their hands to stigmatize as anarchistic and un-American any expression 
not in harmony with the jiresent monopiolistic. condition of affairs. 

I am ;i native of the States of New York. 1 left the farm in Erie County of that 
State in 1865 and went to tin.’ oil regions of Pennsylvania, and have been engaged 
in the work of producing oil ever since. 

E.Mrl.Y ItAILWAY DISOlilMlNATloNS. 

Away back in the latter part of the sixties some of the refim-ry imm in the oil 
regions win) did not have the ear of the railway managers were unaDle to get a 
frc'ight rate over the railrt)ads that would enable them to sell their oil in New York 
and the exjiort cities at a profit. They were idiliged to sell the refineil oil to the 
men who afterwards helped to create the Standard Oil Company, for these men 
even at that early date seemed to have an advantage in freight rates that enabled 
them to m.arket oil at a i)rofit when no one else could. 

The facts which I shall lu'esent to you I de.sire not to be construed as against 
men, for I believe that the Standard Oil peo)>le are no better or worse than any 
other set ot men would be, armed as they have been with j)ractically exclusive 
advantages over the railways of the country. But the tacts which 1 shall piresent 
to yon I de.sire to be construed against an accursed system of railway discrimina¬ 
tions which has made this great curse, the Standard Oil Trust monoi)oly, a possi¬ 
bility—against a system that has miabled the Standard Oil Company people to 
drive into ob.scuritv, bankrup)tcy. or servitude tlie men whose energy and enter- 
l)rise develoi)ed the' great oil-producing and refining industry of America,' for 
before the blighting curse of railway discrimination was turned against the oil 
ri'finery men they pwospered and grew rich in the refining business. They doubled 
the cajiaiaty of their refinwies, adopted muv and better processes, and were going 
forward in a business that piromised much for themselves and their descauidanta. 

But when the consj>iracy between the Standard Oil Comiiany peoide and the 
railways was consummated all men not included within the favored few were 
condemned to financial obscurity or ruin. No business ability however great, no 
better pirocess however superior, could triumiih, when the highways over which 
you must go to market were closed against you and manipulated in the interest 
of your competitors. 

As long as there were opien and etjual rates over the highwiiys of the cimntry, 
many growing an I jirosjierous refineries were built at every favorable jioint—at 
Franklin, Reno, CT City, Rouseville, Petroleum Center, Pioneer, Titusville .War¬ 
ren, Pittsburg, Cleveland, and CoiTy. The competitive conte.st in the business 
forced hundreds of the b,-st minds to the study of better and more economic proc¬ 
esses in refining, and the most rapiid strides were made in pierfecting and cheup- 
eningcost. , , , , ..... 

Many refinery men tmade many buyers of crude oil, and the producer selling his 
oil in the competitive market was enabled to obtain a fair share of the profit in 
the business. The consumer buying his oil from copipetitive sellers was enabled 
to receive the benefit of each and .every economy in the process of producing and 
refining ijetrolenm. ___ _ 


* ScMj Mr. Arcli)RikJ. p.-'hW. 
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OOHPANY COMTBAOT. 


In 1878 the men who had been intrusted with the manjweiaent of the Wgh^rays, 
the railways of the country, understood so imperfectly their duty as common car- 
Tiers to t^ie pnbUc that they entered into a contract with the men who afterwards 
created the Standard Oil Company. This contract was known as the South 
Improvement Company contract» and was between a corporation of that name 
and five ^nnk lafiways—ail of the railways that entered the oil regions of 
Pennsylvania^ 

This contract provided that the railways should increase the freight to about 
double what they had been charging on all oil shipped; that they should pay 
back in rebate to the South Improvement Company an amount about equal to said 
increase of freight rates; that they should pay to the South Improvement Com- 
pany a like rebate on all of the oil that anybody and everybody else shipped; that 
they should make any other change in fre^ht rates necessary to insure the South 
Improvement Company’s success in business. This contract provided, in sub¬ 
stance, that they should br^ up and destroy all refinery men outside of the South 
Improvement dompany by high rates of freight; and that they were to keep watch 
and report to the South Improvement Company all the business and shipmeats 
which any of these outside r^neries should make.' 

Now, Mr. Chairman and gentlemen, I desire here to say that everythmg that 
the railway companies pnblioly contracted to do for the South Improvement 
Company in 1873, the railway companies have since secretly and persistently 
done for the benefit of the Standtofi Oil people,* as I will prove to you. I shall 
prove it, too, in the face of the fact that whenever any of the Standard Oil Com¬ 
pany’s people or their agents or the railway people who knew the facts have 
been subpoenaed to testify they have almost invariably refused to answer, shield¬ 
ing themselves behind that provision of law which provides that you shall not 
force a man to testify to that which will convict him of a crime. 

The men who developed the oil regions of Pennsylvania were of the best fami¬ 
lies of the Bepublic. The ancestors of many of them helped to win our ind^ 
pendence as a nation, and when the provisions of the contract of the South 
Improvement Company became known, it created such a fnrorein the oil regions 
as has seldom been seen. Men saw the principles of equal rights destroyed, the 
highways over which their products must go to market being in the hands of a 
set of brigands, who had pledged themselves to rob the people of an average of 
more than 81 a barrel on all the oil they produced, and give it to the 18 men who 
constituted the South Improvement Company. 

The public press of the oil regions at that time had not yet been snbsidiaed 
and it gave the alarm. Men came together and consulted, meetings were called, 
and the more that was learned of the provisions of the South Improvement Com¬ 
pany contract the more awf nl the crime which was attempted against the rights 
of the people developed to be. Mass meetings at Franklin, Oil City, Titusville, and 
Parkers were attended by thousands. Men determined that if the railways were 
to he used to destroy the great American right of equality they would nave no 
railways, they would tear up their tracks ana bum their bridges. 


SOUTH IMPROVEMENT COMPANY CHARTER REVOKED. 


The railway companies became alarmed. A committee of the producers and 
refiners went before the legislature, then in session at Harrisburg, and secured 
the repeal of the charter of the South Improvement Company. The railway 
ofiSciaiB made fair promises to give everybody equal rates, and the producers arid 
refiners, thinking that they had won a victory and their rights would be respected, 
went about their business.* Bight here I desire to state that the battle of the 
producers in the oil regions has been continuously and persistently conducted 
upon that same principle. They asked no favors beyond this, that they should be 
accorded equal rights over the highways of the country. ' 

But it soon became apparent that the r^lway oomt^nies were not keeping faith; 
that in fact they were doing for the Standard Oil Commny people secretly just 
what Ihey had pubUoly contracted to do for the South Improvement Company. 
The independent refiners were fast being driven to the wall, while there was 
evidence of the greatest prosperity among the Standard Oil people’s refineries. 
Very few of the facte of this period have leaked out, as when the Standard Oil 
Company people or the railroad people who knew the inside facts were subpceuaed 


*For a coDV this conlnvct m the report of the Hepburn oommlttee of New York, 
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to testify they almost invariably, under the advice of their counsel that their evi¬ 
dence nught incriminate them, refused to answer. 

But by the evidence in the case of the Standard Oil Company against W. C. Scho¬ 
field, at Cleveland, Ohio, we learned that the profits of refining, including rail¬ 
road rebates for 4 of these years, was an average of more than {11 a barrel, a profit 
in refining which, if economicaUy manned and honestly capitalized, amounted 
to more than 400 per cent annually; while at the same time the refinery men who 
did not have the favor of the railroad companies were being driven into bank¬ 
ruptcy and ruin, while the producers,.much of the time, were forced to take a 
price for their oil below the cost of production, and the consumers to pay two 
prices for the oil that they burned in their lamps. 

STANDARD OIL COMPANY SECURBS CONTROL OP THE PIPE“LINES. 

I have a record of 26 pipe lines built in the early part of the seventies to trans¬ 
fer oil from the wells to the railways.’ These pipe lines were mostly built by pro¬ 
ducers in their struggle for deliverance from monopolistic control. The Standard 
Oil Company people, having secured control of the United Pipe Line and American 
Transfer Company, began a campaign to bankrupt, destroy, and absorb the pipe 
lines built by the producers. The Standard Oil people, having a large rebate on 
all the oil they shipped and on all the oil that anybody else ship^d * through any of 
these different pipe lines, could go into the field and pay a little more at the wells, 
and could sell oil at a little less at the seaboard than any other shipper, and still 
only use a small fraction of the large rebates which they were receiving from the 
railway companies; growing rich themselves while they were bankrupting and 
absorbing the pipe lines built from the meager means which the producers were 
able to wring from the grasping greed of this great monopoly. Finally the pro¬ 
ducers and refiners came to uiiderstend that the highways of the country—the 
railways—were in the hands of a set of highwaymen, who, every time they went 
to market, would rob them of all of their profit and a part of their principal and 
hand it over to the Standard Oil Company people, helping to fasten that monop¬ 
oly upon us. Mr. Chairman, if you must be robbed it does not make any differ¬ 
ence to you whether Dick Turpiii does it through the instrumentality of a iristol, 
or whetner John D. Rockefeller does it through the instrumentality of a railroad. 

There could be but one end to that kind of business—bankruptcy and financial 
ruin of the independent pipe lines. For the swoni evidence to prove all of the 
above statements, I desire to iiresent the commission extracts from the evidence 
before the Interstate Commerce Commission, before the courts, and before both 
State and national investigating committees. 

RAILROADS PAY BEBATE.S TO THE STANDARD OIL COMPANY. 

I have stated that interested parties refused to testify, but there is always some 
way for the truth to come out. There arose a little unpleasantness between the 
Pennsylvania Railroad and the Beading Railroad, and we were enabled by sub¬ 
poenaing the assistant comptroller of the Beading Railroad, in the case of the Com¬ 
monwealth of Pennsylvania against the Pennsylvama Railroad and the Standard 
Oil Company, to bring into court the settlement sheets showing their settlements 
for the transportation of oil. Some of these sheets showed that there had been 
rebates paid to the Standard Oil Company to the amount of $1.10 i)er barrel. 

Mr. A. J. Cassatt, third vice-president of the Pennsylvania Railroad, being sub- 
pcenaed to testify in regard to these settlement sheets and the rate on oil,” was 
asked the rate per barrel. The answer was; “$1.90.” Question. “Whatwasthe 
actual rate?” Answer. “If shipped by the Standard Oil Company, 80 cSnts a 
barrel.” The open accepted rate was $1.W; but,afterdeductingtherebateof $1.10 
which the Standard Oil Company people received, the actual rate would be 80 
cents. Now, further investigation Mowed that, through the terminal charges of 
corporations in which the Standard Oil Company was uirgely in control, the rail¬ 
way companies only actually had 35 cents a barrel to divide between themselves 
for the transportation of this oil for the Standard Oil Company, while an outside 
refiner and shipper would be obliged to pay $1.90 per barrel. Question.'* “ I 
understand yon, Mr. Cassatt, that this 224 cents paid to the American Trans¬ 
fer Company is not restricted to oil that passed through their lines ? ” Now, mark 
his answer, because itis a remarkable one. Answer. “ No, sir; it is paid on all 


1 See Mr. Archbold, p. S83; Mr. Boyle, pp. 413,430, 428-436. 

* See Mr. Pfge, Mr. Rockefeller. 

* Bee page 696of the transcript of testimony in the case of the State of Pennsylvania r. Penn 

g 'lvsnia Railroad Company, United Pipe Linee, and Acme Oil Company BeprinM, p. iiQ, 
onse Reports, voL », fiftieth Congress, first session. ■* 
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oil received and transported by ns, as I have before stated.” Question.’ “Now, 
you will find a drawt»ck paid of |34,000—141,000 less the $7,000, the Buffalo, 
Philadelphia, and New York proportion. (Part of this oil was shipped over a 
road that was not in the combine.) Could you tell who that drawback was 
paid tf) ? ” Answer. ‘ ‘ Forty-nine cents per barrel went to the American Transfer 
Company and the Standard Oil Company under the arrangement which I have 
already explained.” The testimony of J. D. Archbold showed rebates paid to the 
Standard Oil Company of 64| cents a barrel.* 

It was impossible about that time and during the growth of this monopoly for 
outside shippers to get any cars for transporting their oil. The testimony of W. 
L. Pox, who owned a pipe line, Warren Gray, and others shows that the railways 
refused to allow the independent shippers oars, and that they were unable to 
move their oil.” 

Q. (By Mr. Parqchar.) What year was that?—A. That was in 1878,1 think. 
I wish to present here an extract from a letter of Mr. Daniel O’Day to Mr. Cas¬ 
satt, accepting the commission or rebate. Now, I suppose you know that Mr. 
O'Day is the general manager, almost the generalissimo, of the Standard Oil Com¬ 
pany. A very large percentage of the brains of that concern is done up in that 
little Irishman’s head. It reads as follows: 

“ I here repeat what I have once stated to you, and which I ask you to receive 
and treat as strictly confidential, that we have for many months received from 
the New York Central and Brie Railroad certain sums of money, in no instance 
less than 30 cents per barrel on every barrel of crude oil carried by each of these 
roads. I am constrained to say to you that in justice to the interests I represent 
we should receive from your company at least ^ cents a barrel on each barrel of 
crude oil you transport. 

•• In submitting tfiis proposition I feel that I should ask you to let this date from 
the let of November, 1877, but I am willing to accept as a compromise (which is 
to be regarded as strictly a private one between your company and ours) the pay¬ 
ment by you of 30 cents a barrel on all the crude oil shipped, commencing Febru¬ 
ary 1,1878. 

“ I make this proposition with the full expectation that it will be acceptable to 
your company, but with the understanding on my part that in doing so I am not 
asking as much of the Pennsylvania road and its connections as I have been and 
am receiving from the other trunk lines.”* 

Now here is an extract from a letter of A. J. Cassatt to Mr.'E. W. Downing, 
comptroller of the Pennsylvania Railroad. 

Q. (By Senator Malloby.) What court was that case in? Was it in the 
supreme court of Pennsylvania?—A. It was taken before an examiner of the 
supreme court. The extract is as follows: 

“I agreed to allow this commission from and after February 1, until further 
notice, after having seen receipted bills showing that the New York Central 
Railroad allowed them a commission of 35 cents a barrel, and that the Brie Rail¬ 
road allowed them a commission of 80 cents a barrel on Bradford oil and 30 cents 
a barrel on all other oil, and that they had been doing so continuously since the 
17th of October last. 

“Of this, however, you saw the evidence yourself in the bills which I submit¬ 
ted to you last week. Please therefore prepare vouchers in favor of the Ameri¬ 
can Transfer Company, per Daniel O'Day, for this commission of 20 cents on 
shipments during February, March, and April, and hereafter make settlements 
monthly.”* , 

In the same report will be found a letter from Mr. A. J. Cassatt to Mr. Daniel 
O’Day, dated May 15, 1878, in which he says; “ Your favor of Februa^ 15 has 
been received, and direction has been riven to allow you from and after p’ebruary 
1,1878, the commission therein asked for, until further notice.* 

The statement of the Pennsylvania Railroad shows that the 30 cents a barrel 
ameed to amounted during the monthsof February andlMarch, 1878, to<$68,753.50, 
which was paid over to the American Transfer Company by the Pennsylvania 
Railroad for the benefit of the Standard Oil Company's people. I have a vivid 
remembrance of that time. I was interested in a pipe line that was competing 
with the American Transfer Company for the oil produced in Clarion County. 1 


* See poge 708 of the transcript of testimony in the case of the State of Pennsylvania v. 

“sOrojd Company, United Pipe Lines, and Acme Oil Company. 

"Ihid,, page 610. See, in this volume, Mr. Rookefeller’e affidavit. 

* Ibid., p^B 86-15. and 66-79. 
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do not believe that at that time the American Transfer Company h^ oyer $60,000 
invested in all their pipe-line system, and yet in 3 months they received In rebate 
from the Pennsylvania Railroad Conmany alone $68,753.50. I remember what a 
hard time we had in keeping alive, nnancially, the old Atlantic Pipe Line Com¬ 
pany. The American Transfer Company was paying a little more for oil at the 
wells than we could get for it after we had piped it and loaded it on the cars. I can 
imagine now how financially easy the old Atlantic Pipe Line Compaw would have 
been if the Pennsylvania Railroad Company had poured into its coffers $30,000 or 
$40,000 a month. Remember, this $68,7.')3.,’)0 was from the Pennsylvania Railroad 
alone. What the Erie and the New York Central were paying then I do not 
know, for there is no record; but men who have studied the evidence in the 
Hepburn committee's report claim that the evidence shows that the 5 trunk rail¬ 
ways paid to the Standard Oil Company people $11,000,000 in rebates in 16 short 
months.' Reveree these cosiditions and the Atlantic Pipe Line Company would 
have driven the American Transfer Company into bankniptcy just as the Atlan¬ 
tic Pipe Line Company was driven. Railway discrimination means ruin to any 
enterprise that is discriminated against, and it means monopoly for any enter¬ 
prise discriminated for. 

DESTRUCTION OF INDF.PENDENT PIPE LINES. 

Upon the question of the destruction of these independent pipe lines, Mr. W< 
T. Shidey, testifying before the Hepburn committee, said, in answer to a question 
as to whether the Hunter and Cummings Pipe Line, which was one of these inde¬ 
pendent lines, was shut out of the maAet: “ Yes, sir; they were shut out of the 
market practically.”* The history of the Hunter and Cummings Pipe Line was 
the history of all the independent pipe lines in the oil regions. By railway dis¬ 
crimination they were practically shut out of the market. Concerninj} the effect 
which the Rutter circular—providing tor a rebate for certain pipe-line compa¬ 
nies—had i^n all the pipe lines not in the United (Standard) Pipe Line pool, 
Mr. E. G. Patterson testified before the Hepburn committee as follows: (Ques¬ 
tion.—" To whose benefit dia -the 20-cent rebate provided for in the Rutter circu¬ 
lar inure? ” Answer.—" Entirely to the United (Standard) Pipe Line. The result 
of it was that the United Pipe Lines absoriied 80 pei cent of the 30 lines that were 
then in eristence in the country.” * To which I desire to add that they ultimately 
absorbed them all. The testimony before the Interstate Commerce Commission 
in the Titusville and Oil (Sty independent cases goes to prove that the railways 
had turned their terminal facilities for the transfer of oil from the cars to the sea¬ 
board in New York over to the Standard Oil Company, so that the independent 
oil refinei-B could not use their tank cars in transferring oil to the seaboard, and 
had to ship their export oil all in barrels.* 

Q. (ByMr. Jenks.) Do you recall the date of these cases?— A. They were about 
1878 and 1879. Then came the discrimination against barrel shippers and in favor 
of tank shippers and in the interest of and for the benefit of the Standard Oil 
Company, and when the Interstate Commerce Commission ordered the railway 
com^nles to stop this discrimination they ignored the order.* The evidence goes 
to prove that the railway companies adopted a system of false billing in the inter¬ 
est of the Standard Oil Company and against the independent refiners. The 
evidence further yoes to prove that after the independent oil refiners had spent 
many years in building up a trade for their oil in the New England States the 
railway companies, in the interest of the Standard Oil Company, put up the 
railroad rates to New England to the independent refiners and shut them entirely 
out of that market. The work of years was destroyed in an hour by an act of 
these railway conspirators." 

All of this evidence, hundreds and hundreds and hundreds of pages of it, goes 
to prove without a shadow of a doubt that the railway companies all through 
these years were doing for the Standard Oil Company secretly just what they 
had publicly contracts to do for the South Improvement Com^^y in 1878.' 

NO REMEDY FOR RAILWAY DISCRIMINATION IN THE COURTS. 

Now, what is the remedy? There is practically no remedy in the courts. They 
are too slow and expensive. These great railway combinations, in cooperation 
with the trust orgamizations, can “razoo” a man up and down through the 
courts, from one to another, for 10 long years, until he is financially exhausted 
and his business ruined. Why, gentlemen, the Cox case, which related to 

‘SeeMr.Lee,pp.364,387; Mr.Archbo'A,pp.514-S16; Mr.E 1 ne 17 .pp. 660 ,661. 

’Hepburn Committee Report, p. 3194. 

• Bepbom Committee Report, p. 1663. 

‘TltusvlUe and Oil City Independent Cases, p, 30. 

' See Interstate Commerce Commission's Re^rt. 1888. concerning tank and barrebsatea on oil. 
"Titusville and Oil City Independent Cases, pp. 383,384. See, also,in this volukie.pp.374477. 
’«eeMr.Arehbold.p.563. 
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smthraelte ooal ^ipments, with all the power and influence of the Interstate 
Commerce Commission behind it, has been before the courts for 11 lon^ years, 
and is yet unfinished. This evidence ^s to prove that these railway discrimi¬ 
nations and favoritism were continueu in favor of the Standard Oil Company 
and against the independent refiners even after the interstate commerce law was 
upon the statute books.' 

Now, then, in the face of all the wrongs which I have enumerated to you, the 
Oil Producers’ Council, a body elected from the different producing districts, 
began criminal action in 1879 against the Standard Oil Company and the Penn¬ 
sylvania Bailroad for conspiracy against the public. This action was brought in 
the courts of Clarion County, Pa. The case was brought in the names of Col. 
J. A. Verra and myself. The case was prepared at enormous labor and expense. 
The evidence was at hand to prove the facts, some of the conspirators were before 
the court and the jury, with almost a certainty that, with the evidence at hand, 
they would be convicted and sent to the penitentiary to pay the penalty of their 
crime; and then 8 members of the supreme court of Pennsylvania took ori^nal 
jurisiUction in these criminal cases and took the indicted conspirators away from 
the courts of Clarion County and hung the case up.' 

The late Franklin B. Gowen, a man of great integrity and ability, who was a 
member of the constitutional convention of Pennsylvania in 1873, said before a 
committee of Congress here in Washington; “That if that constitutional con¬ 
vention did anything effectually it was when it took original jurisdiction in 
criminal oases away from the supreme court of the State.” And yet when the 
men who had entered into a conspiracy to monopolize the great oil producing 
and refining industries of that State had been indicted and were before a jury of 
their peers, we find members of the supreme court ready to stretch, aye, violate, 
the constitution in order to protect them from just punishment. The producers 
and refiners, exhausted and impoverished, fighting for their right to do business 
in this free country, found not only the railway companies, in league with the 
Standard Oil Company, against them, but members of the supreme court ready 
to do the bidding of the Pennsylvania Railroad and the Standard Oil Company 
and protect indicted conspirators from just punishment for their crimes. 

Read the record of the Matthews case' against the Standard Oil people for con¬ 
spiracy to blow up his refinery and ruin his business. Read the evidence of Mat¬ 
thews; read the evidence of his partner, whom they had bribed and debauched to 
betray his associate. Read the evidence of this man, whom they had spirited 
about from the Atlantic to the Pacific, keeping him under cover, under an assumed 
name, at Boston and else where—keeping him under cover for four long years, that 
his evidence might not be h.ad by the courts; keeping him until the load of crime in 
his heart became too great for him to bear, and conscience forced him to go baokto 
Buffalo and confess to Matthews. Note how Matthews, struggling with poverty, 
yet determining that justice should be done, had spent the few remaining thou¬ 
sands he had left in these litigations, and how finally his little refinery was forced 
into the hands of a receiver, and he was financially ruined. Bead it all, for I say 
to you that no hone.st man can read the record of his case without feeling that 
there was a crime committed against the State. And that’s not all. Matthews 
had verdicts for $270,000 against the Standard Oil Company people in his civil 
damage cases, and the creditors of Matthews, under this receivership, had to settle 
these $270,000 verdicts for $17,300.* And this is not all. These great monopolies 
and the political bosses—who are but the creatures and servants and Instruments 
of these great monopolistic combines—these bosses secure, in my opinion, nomina¬ 
tions of judges, and then, through the help of the party machinery and a liberal 
supply of corruption funds, succeed in electing them; and there, in onr higher 
courts, men, elected by corruption funds, sit to dispense their kindpf justice to 
the American people. 

The remedy is not in courts. You can not reach these fellows in the courts. 
They will circumvent you. They will break up any man who honestiy attempts 
to bring them to judgment. The thought is fast becoming fixed in the minds of 
the common people that these great railway combinations, extending as they do 
from the Atlantic to the Pacific and from Canada to the Q-ulf, these great com¬ 
binations of corporate capital, are gradually packing our higher courts with 
men who will do their bidding, or rather with men who are in sympathy with 
the present monopolistic condition of things. 

THE INTESSTATK COMMERCE ACT. 

Now, then, in 187$ the producers of petroleum in Pennsylvania had the old 
Anglo-Saxon confidence in the ju stice of the courts and in the power and omnipo- 

1 See Mr. Archbold, p. jS68| Mr. Boyle, pp. 487,188; Mr. Emery, p. 868. >SeoMr.ArchboId,pp.5W,9ee. 
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Q. (By Mr. KBSltov.) How mncM—A. I Ka'^e given you the reference so you 
can tell. I did not m into that. 

Vnmt further? The ndlfoad companies discriminated against Bice in favor of 
the Standard Oil Company to an amount equal to $199 per car on cars carrying 
100 bartels.' 

I hone I am not asking too much when I ask the members of this commission 
to read these 43 pages* giving the history of George Bice’s exmrtions to do busi¬ 
ness over these American railways. Every statement therein made is supported 
by sworn evidence before the Interstate Commerce Commission, before the courts, 
and State and national investigating committees. When you have read this 
report of crime and seen how the rights of American citizens are destroyed by 
these railway companies, I would suggest, and I think it proper, that when John 
D. Bockefeller appears before you, you ask him whether, if the railway com¬ 
panies had treats him as they did George Bice, he thinks that he could have 
succeeded in business. 

Q. (By Senator Malloby.) What is that Jreferringto book in witness’s handlf 
What book is that?—A. Three chapters of H. D. Lloyd’s great book called Wealwi 
V. Commonwealth. 

It does not seem possible that, under this great Government, based UMn the 
doctrine of the equal rights of man, such outrages could be possible. Yet this 
great Government, through its Congress and its commissions, seems powerless to 
prevent the wrongs which I have enumerated. 

THE KEMF.DY FOB BAILW'AY DISCRIMINATION. 

What is the remedy? Take the railroads away from the corporations; make 
them pnhllc property; let the Government own and run them; make them high¬ 
ways over which the people can go to market upon even terms. The $11,000,000,000 
of capital combined in the railways of the Republic, organized under joint tariff 
and passenger associations, has throttled the law of comjietition and constituted 
one gigantic railway trust, controlling the highways of the people, dictating who 
shall and who shall not do the business of the country, and condemning this man 
to poverty and that man to riches. The holders of this $11,000,000,000 of capital, 
with those holding the capital of the tnusts and monotiolies, have constituted 
themselves the political dictators of this country. They furnish millions of dol¬ 
lars for corrupt political campaign purposes. They assume to own the votes of 
all the men in their employ, and he who btwomes politically obnoxious to them is 
blacklisted and turneil out to starve or to hunt a new occupation. Shrewd iioli- 
ticians, backed by this combimition of capital and this power, have constituted 
themselves political bosses. These iwlitical bosses are but the creatures and 
servants ana instruments of this great corporate power, and these bosses aw dic¬ 
tating the nominations of legislators, Congressmen, Senators, and judges satis¬ 
factory to their masters. In this way they are controlling legislation and escap¬ 
ing punishment for their crimes. It takes a .strong man, Mr. Chairman, well 
anchored in the confidence and affections of his people, to triumph politically 
arainst this combined capital and power, and just in proportion as these great 
trust combinations are enabled to absorb the wealth produced by the people ami 
impoverish them, just in that proportion will the iieople become subservient and 
cowering, because the fear of hunger for wife and babies makes cowards of ns 
all. Can the Bepnblic survive with these railways in the hands of corporations 
which are fastening these monopolies upon us? These corporations, in justifica¬ 
tion of their management of the highways of the people, the railways, set forth 
that they are moving the freight of this country cheaper than the freight of any 
other country uiion the globe. Tnie; but out of their own mouths they convict 
themselves of a great crime. I hold in my band a receipted freight bill for the 
shipment of a carload of oil-well supplies from Harmony, Pa., to Unity,Pa., a 
distance of 49 miles. The cost was $46.60 for this carload of 16 tons, or $2.91 a 
ton for the 49 miles, or $0,0593 per ton per mile. , I have freight bills showing 
that I have paid $0.0433 per ton per mile m' catioaa lots, A large percentage of 
the freight of the American people is movedin less than oarload lots. I have here 
receipted freight bills for 1 and 8 ton lota, and I findthatl paid $0.1867 per ton 
per mile. -i ■ 

Q. (ByMr. Jknks.) Have you any evidence t» ffhbw that, over the same road 
for the same distance and the same kind of frel^t, any lower rate has been given 


' See exhibit, owe 588, report of the FUUetb Congrewon comUnatloos and trusts. 
>H. D. Lloyo, wealth V. Coounonwealth. 
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to anybody else?—A, No;Ihavenot. It is a small matter and lam only shining 
occasionally, you know. A large percentage of the freight ot the country is 
shipped by men who ship a car this month, a car next ipontn, etc. 

Q. These freight Dills are for fifth and sixth class freight, which I think oil- 
well supplies are. Does not everybody pay the same freight?—A. For small ship¬ 
ments I suppose they do. Now, statistics show that all the freight of this country, 
including everything, is moved at the average rate of gO.OOw per ton per mile. 
These facts convict the railroad managers of a great wrong, for these freight bills 
show that the people are being robbed for the benefit of the stockholders of the 
railroads; and the statistics show that the stockholders of the railroads are being 
robbed for the benefit of the monopolies, trusts, and favored shippers. Here is 
the problem: If the people are obliged to pay upon their shipmmts of freight, as 
Ihese freight bills show, from $0.04’i2 to $0.1,3,57 per ton per mile for the movement 
of their freight, and all of the freight of the country is moved for $0.0085 per ton 
per mile, how much le:<S than ^.0085 do the monopolies, trusts, and favored 
shippers pay in order to bring this average from $0.13.57 per ton per mile down to 
$0.0085 per ton per mile? The answer to this question will answer the oft-repeated 
qxiestion of why so many of our railroads are in the hands of receivers. A proper 
answer to this question will answer why it is that so many of our railway managers 
are becoming multi-millionaires while the railroads are becoming banl^pt. The 
record of the last 85 years has demonstrated that as long as the railways are in 
the bands of corporations they will use them for the benefit of their mends, or 
inside combinations, and for the purpose of destroying the gi'eat principle of 
equal rights, which is the foundation stone of our Republic. 

Take the railroads away from these corporations, and give every man an 
equal right in the transportation of his products. I know the independent oil 
jiroducers and refiners of America, and if you will establish expiality over the 
railways, with a guaranty that that equality will continue, I feel safe in saying 
that in less than 15 years the indeiienaent oil producers and refiners will diive 
the Standard Oil Company into a .secondary position in the oil trade of the coun¬ 
try. These great trust combinations do not know the first principle of econom¬ 
ical management. By virtue of the great flow of wealth which has come to them 
from railway rebates and trust possessions, they have not been obliged to study 
the principles of economy a moment in their lives. By this monopoly process 
they have been able to take more money from the people than they absolutely 
know what to do with. Reestablish the equality of our people with respect to 
the railways of the country and there will be no more coal-miners’ strikes; sol¬ 
diers and deputies will not be called upon to .shoot down American citizens like 
dogs in order to force them back under monoiKilistic control, for then the miner 
can ship his car of coal ju.st as cheap as the biggest coal combine in the land. 
Men do not strike and go out and starve except as a last resource. Establish the 
equality of our people over the railways of the country and then the coal miners, 
when they become dissatisfied for any reason, will get together and form a littie 
coal company of their own instead of striking. They will lease McCoomse’s or 
McLaughlin's farm, open up a coal mine of their own, and ship their coal, the 
product of their own labor, to market upon equal terms with the biggest coal 
combination in the land. How could these great overcapitalized and extrava¬ 
gantly managed coal c.omblnation8 stand such competition as that? They could 
not stand it at all; it would be mighty hard on the big coal combinations, but it 
would be Justice and a wise national policy. With absolute equality over the 
railways of the country, so that every butcher could ship a car of cattle. Just as 
cheaply as the Big Four Beet Combine, that combine could not hold the monop¬ 
oly of the meat trade of America for 24 hours. Under Government cdhtnd, 
the letter of an oil producer, a coal miner, or butcher goes to its destination with 
the same speed, at the same cost, and with the same precision as the letter of an 
Armour or a Rockefeller. Send their oil, meat and coal to market upon the same 
terms of equity and it will not be long before these monopolistic combinations 
wiU be getting rid of their $25,000 a year lawyers and managers upon the plea that 
their business will not stand such high-priced men. These manafmrs will soon be 
engaged in building up businesses of tueir own, and the lawyersln a better busi¬ 
ness than advising their principals Just how far they can go without getting 
behind the bars. 

OOVEBNHBNT OWNERSHIP AND CONTROL OP THE RAILWAYS PBASIBLE, 

How can the railways be taken away from the cornofatipns? The public vf elf are 
demands it, and the power exists under the right of eminent domain of the State. 
The States can condemn the railways for the public welfare Just as tjie private 
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lattds ware condejnned u^n which the railways were boilt for the public welfare. 
Pay the corporations for them just what they are truly worth, and in this trans¬ 
action let there be no injustice either to the people or to the stockholders. But, 
someone will say, how could the Government pw the interest on the immense 
public debt which this purchase would create? Mr. Chainnan, the people in this 
land, who are the Government, are paying it to-day. These railway companies 
are taxing the people under exorbitant freight rates for the payment of the inter¬ 
est on au of their corporate debt, money dividends upon watered stock, and 
hundreds of millions annually for the benefit of trusts, monopolies, and favored 
shippers. The railways are the peoples’ highways, and under Government 
ownership they are only changing their managers. One of the greatest judges 
that this land ever produced, in my judgment, once said that “ a public highway 
can not be private property.” An important reason for Government ownership 
consists in the fact that the bonded debt of the United States for the purpose of 
acquiring the railroads could be placed at from 11 to 3 per cent less interest than 
is now being paid upon their bonded debt. This great reduction in interest 
would be an important factor in cheapening the cost of transportation. But a 
greater and more overshadowing reason for Government ownership is that then 
we should be able to shake off the grip of those monopolies from the throats 
of the people. But some very good men, however, fear the power of patronage 
which Government ownership would give the party in power. I do not fear it. 
Tlmt can be controlled by civil-service laws. But even if Government owner¬ 
ship should be a source of strength to the party in power, that party vvould have 
to be responsible to the people for a just, wise, and fair administration of this 
great public projierty in the interests of the people. Under corporate manage¬ 
ment, all of the power and influence of those great railway combinations, 
together with that of the men whom they control, is thrown into the balance in 
favor of this party or that party, according to whichever vrill secretly agree to 
serve them the best. They hold the balance of power in many of the States, 
and can elect the candidates of the party whose bosses ivill guarantee the gi-eat- 
est subserviency to their will. The party that obtains control by virtue of this 
influence is not held responsible to the people for the maladministration of these 
public highways, as they would be under Government ownership. It is because 
these $11,000,000,000 of railway capital, together with all the men which it con¬ 
trols, are in politics clear up to their armpits, and it is because this capital and 
these men are in politics for corrupt and selfish purposes, irrespective of the 
pnblio welfare. That capital of $11,000,000,000, together with all the capital of 
the trusts, is corrupting our public affairs and debauching our public men. That 
constitutes one of the most important reasons why the people should take the 
railways away from the corporations. The record of the last 2.5 years has demon¬ 
strated that the Government must own and control them or else they will control 
the Government. 

In the oil regions of Pennsylvania there is left a set of men who have never 
bowed the knee to Baal, but have battled on continually for their rights as Amer¬ 
ican citizens in the use of the railways of the country. It has been a long battle: 
some of them who buckled on the armor in 1872 have been claimed by the hand 
of death; some of them have gone down under the blandishments and money of 
the Standard Oil Company; many of them have become bankrupt and been 
reduced to servitude and even obliged to go to work for that great monopoly in 
order to obtain bread for their families; some of them, with a deep sense of the 
great wrong that has blighted all their hopes and darkened all their future lives, 
with a deep sense of the great wrong that has driven them from the highways of 
the country, and chained them to the rock helpless while that great monopoly 
robbed them, have lieen driven to the grave of a suicide and to the insane asylums; 
but there are enough left, to keep the faith and battle on for commercial liberty 
and equality. They have never faltered, but have battled as best they could wltli 
the means at their command. They first built the 20 pijie lines to which I have 
referred and then found that it was railway discrimination. They then went to 
the courts, and when the courts failed them, they went to Congress for the inter¬ 
state commerce law. When the interstate commerce law failed them, they 
attempted to hew a way for themselves by building a pipe line to the ocean where 
commerce is free, thinking, hoping, praying that somewhere beyond our borders 
they might find a government where the equal rights of man are maintained upon 
the highways. We have found it in the gi’eat Empire of German, where the 
Government owns and controls the railways. The poorest man in Germany can 
ihlp a barrel of oil from one end of Germany to the other just as cheaply as the 
Standard Oil Company can. In Germany toe independent oil producefa ahd 



394 HEAEINGS BEFORE THE INDUSTRIAL CCMHISSION. 

« 

refiners of America are not only able to compete snccessfnlly with the Standard 
Oil Company, but in addition they are enabled to earn flattering profits upon their 
entire capital. Give us national ownership of the American railways, which will 
insure and perpetuate equal ri^ts, and we will soon give the people of America 
their oil at competitive rates. The people of America will not then be obliged to 
pay 40 per cent dividends on Standard Oil Trust stock, at least SO per cent water, 
because there will be plenty of capital ready to serve them at 6 per cent profit 
upon the actual amount invested. I take no stock in the idea that inordinately 
great capital produces cheaply; where monopoly begins there improvement ends; 
It is competition that (^ves men to economy, improvement, and invention; it is 
monopoly that demands great profits. While competition was putting refined oil 
into tank steamers for the competitive markets of Germany at 2 cents a gallon, 
monopoly, backed by railway favoritism, was forcing the peofUe of Texas and 
Arkansas to pay 25 cents a gallon for the oil that they burned in their lamps.' 
The attorneys of the Standard Oil Company, by a liberal use of the public press 
and a system of conmarisons, have imposed upon the American people the thought 
that the Standard Oil Com^ny has furnished them their on cheaply. If the 
IX!ople have been served cheaply by this great monopoly what is the meaning of 
the $500,000,000 which it has garnered? It is not the purpose of trusts to serve 
the people cheaply. It is their purpo.se to create monopoly and then force pro¬ 
ducers and consumers to pay dividends on billions of watered capital. Before the 
Sugar Trust had fully fastened its fangs upon us I bought good granulated sugar 
for my family use at $3.90 a hundred. To-day the Sugar Trust is forcing the 
American people to pay from $5 to $6 a hundred upon the same grade of sugar, a 
difference, I am told, of more than $200,000,000 anntially. Two hundred million 
dollars, produced by the American people, are by this process transferred from 
the i)ocket8 of the people to the coffers of the Sugar Trust; and then Havemeyer 
says, “ What are you going to do about it?” 

How can this be prevented? First, by assuming control of the railways and guar¬ 
anteeing to every man equal rates on the transpoi-tation of his products, and then 
by enacting a law forcing the great trusts and monopolistic combinations to fix a 
price upon their goods which.-ireights considered, will be the same in every town¬ 
ship and hamlet of the land. When the price is changed at any point it must be 
chwiged everywhere. Make a violation of this law by the managers of cotqiora- 
tions a State's prison offense. Corporations are the creatures of the State; the 
State has created them and has the right to control them in such a way that they 
will not be detrimental to the public w'elfate. Such a law would prevent the 
trusts and combinations from putting up the price in one section of the country, 
where there is no competition, and forcing the people there to pay the cost of 
destroying competition in another section. Such a law would prevent the corpora¬ 
tions from forcing the people to jiay for a war of annihilation against growing 
competition. It would protect and encourage competition upon every hand and 
cure the evils which are upon ns. Sav to all of our people—mine, manufacture, 
produce—the products of your labor shall go to market at rates equal for all, and 
you shall be protected in a fair competitive combat. Do this, and the great over¬ 
capitalized and unwieldy trust combinations will wither and go down before the 
energetic, intelligent, and active competitive capacity of the finerican people. 

Q. (By Mr. Kennedy. ) I gather from the statements which you have just made 
that you believe freight discrimination and favoritism to he the mother of all the 
great trusts of this country?—A. I do, largely, yes; that is really the foundation; 
a trust must be protected in some way; the brains of the country are not in the 
heads of a few men. The protection which has created the Standard Oil Com¬ 
pany, the Big Pour Beef Combine, and trusts and monopolies of that class, ist that 
of discrimination in freights. 

(After a recess from 1 to 2 p. m. the examination of Mr. Lockwood continued.) 

METHODS BY WHICH THE STANDARD OIL COMPANY SBCCRED CONTROL OP THE 

PIPE LINES. 


Q. (By Mr. Jenks.) I understood you to say that there were quite a number of 
different pipe lines in the earlier days in Pennsylvania that were either forced to 
suspend operation or were bought up by the Standard Oil Company and united. 
How many pipe lines did you mention?—A. I have a record of, I thhik, about 
twenty-sii. 

Q. Can you tell ns the methods by which the Standard Oil Company secured 
control of the pipe-line industry?—A. Well, in those early days thefr policy was 
to go to the w^s and bid more for the oil than anyone else could pay. For the 


'See p.388; Mr. Archbold, p.S69; Mr.Emery, p.SId. 
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last 16 years they have adopted a policy of paying what they call a premium 
on oil that is accessihle to the competing pipe lines. When a new pipe line starts 
into a particular district then the oil of that district becomes very valuable, the 
Standard Oil Company will put a premium on it, say, of 20 or SO cents a bairel. 
When they have finally succeeded in driving out or buying up the competing pipe 
line the oil is no longer any more valuable than other oil, and then they take the 

E reminm off. Let me rive you an Illustration: In 1887 the Craig, Elkins Kim- 
le Company built the Western and Atlantic Pipe Line. They made their first 
shijiment of oil on October 11,1887. At that time the Standwd Oil Company was 
paying 69 cents a barrel for crude oil at the wells. Tlie Western and Atlantic 
Pipe Line did not fairly get started in business until the spring of 1888; but by 
that time the exchange market for crude oil, under the growing competition, was 
88 cents per barrel, and the white-sand oils of Butler, Armstrong, Allegheny, and 
Washin^on counties, into which the Western & Atlantic Pipe Line ran, had 
become so valuable that the Standard Oil Coniiiany was paying a premium of 
20 to 25 cents a barrel, which, added to the 88 cents, gave the producers of those 
counties 81.08 and $1.13 a barrel for their oil at the wells. 

Refined oil was selling in August of that year for 78 cents a gallon, including 
the barrels, in New York City and export points. In November, 1889, the Stant 
ard Oil Company was paring us $1.30 a barrel for oil at the wells, and refined oil 
was selling in New York City at 7^ cents a gallon. Competition was putting crude 
oil up to the producers and refined oil down to the consumers. I have a very vivid 
remembrance of this time, because I was opening up some territory on the Little 
Connequenessing Creek, in the western part of Butler County, Pa., in what is 
known as the 100-foot rock, I had leased the Cable, Charley Young, Edward 
Young, Eyeholtz, and Hayes farms. I was getting some magnificent wells. One 
on the Eyeholtz farm started off at 125 barrels an hour. I had 1 well on the 
Charley Young farm that averaged 1,000 barrels a day for a long time. I think I 
drilled about 40 wells on this promrty. Competition was giving me all this oil was 
worth, as compared with what the consumer was paying for it, and I was getting 
rich. I was getting from $1.10 to $1.30 a barrel. About this time it became evi¬ 
dent there was a lOO-foot oil belt extending from the western part of Butler 
County down into the eastern part of Beaver County, Pa. 

I worked night and day, and never stopped for anything, until I became 
interested in about 3 miles of this oil belt. Starting on the southwest I got the 
Fogle, Kaneff, Shrumm, Trautman, Allen, Passavant, Coker, Fankee, McCurdy, 
Eyeholtz, Getman, Eichenower. and Moyer fams. I was interested in 2} miles 
of this oil belt solid; I had it all. I thought I would make a million. I got some 
grand wells; one on the Trautman farm started off 1,200 barrels a day. About 
this time the Standard Oil Company gave the Elkins and Kimble crowd their price, 
and bought their pipe lines and refineries. The very next day the premium came 
off from that oil. It was not any better then than any other oil. As soon as there 
was no competing pipe line its superior qualities were gone, and from that day 
competition was gone. The price of oil gradually fell to 63 cents. They kept 
the market below 60 cents for one whole year. I did not sell a barrel of oil for one 
year above 60 cents. The average, I think, was about .56 cents. The next year I 
was obliged to sell all my oil at less than 70 cents a barrel, and below the cost of 
production. This condition continued for two years. The Standard Oil Company 
practically confiscated all of that magnificent proiierty, and Instead of having 
$1,000,000, which I should have had, if I had been able to secure my share of the 
profit that was made on that oil, I absolutely had to mortgage my property to 
get money to pay my debts contracted for the tubing, casing, engines, Milers, 
rope, tools, and men. All of the value of that immense woperty. that would 
have made any man a millionaire, was transferred to the coffers of the Standard 
Oil Company, 

Q. (By Mr. Kennedy.) What did yon say was the price per barrel when it 
started?—A. $1.80. 

Q. And what was the price of refined oil?—A. The price of refined oil at the 
time I started was 7t cents a gallon in New York City. 

Q. The cost of refined did not go down at all compared with the cost of the 
crude?-A. No; it did not. You can see from the dates 1 have just given that dur¬ 
ing the period of competition when that pipe line was in existence, the price of crude 
oil went up and that of refined oil went dovni, I think, a fiaction of a cent. The 
history of that case is the history of the manipulation of the Standard Oil Com¬ 
pany over and over again. If the oil producers are lucky enough to find and 
open up a great field the Standard puts the price down and practically confiscates 
the profits. Of course the Standmd Oil Company’s newspapers wiu be full of 
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cock-and-bull stories about the increase of production and increase of stocks of 
oil, but the facts are, that during the year which I have described, when the pnce 
of crude oil was pulled down from $1.30 to 58 cents a barrel, the entire increase 
would not have simplied the consumptive demand of the world for 2^ months.' 
All of this talk about production and stock was a mere subterfuge to take 
from the producers the wealth they had created and transfer it to the coffers of 
the Standard Oil Company. 

<^. (By Mr. Jenks.) Does that practically cover the erolanation of the way in 
which the pipe linds were absorbed by the Standard Oil Company and the effects 
upon OToducers? 

Q. (By Mr. Phillips.) About 38 in number?—A. Yes; I have a record here of 
the number and names of them, if it would be of any benefit. 

Q. It is, perhaps, not worth while to name them here, if y*n can give us the 
reference to the book. [Book held by the witness.] —A. Now, this is in a biograph¬ 
ical book in which there is a speech delivered by myself on the free-pipe bill 
question 30 years ago. 

DOES THE STANDARD OIL COMPANY AT PRESENT RECEIVE FAVORS FROM THE 

RAILROADS? 

Q. In your testimony this morning you gave a great many instances of special 
railroad rates that were secured by the Standard Oil Company a good many years 
ago, and showed how, in your judgment, by virtue of these special rates, the 
Standard Oil Company had been built up. You cited us also the authorities by 
which these statements could be verified. Have you any information or any proof 
that the Standard Oil Company is at the present time getting any special priv¬ 
ileges from any of the railroads?—A. The evidence in the Titusville and Oil City 
Independent cases goes to prove that. 

Q. (By Mr. Jenks.) How long ago were the.se cases brought?—A. They were 
brought in- 

Q. (By Mr. Kennedy, interrupting.) Did you not say 1893 this morning?—A. It 
was about then; they were along after the interstate-commerce law was enacted. 
The evidence all goes to prove that the railroad companies are manipulated in 
some way so that the Standard Oil Company gets an advantage, and the groat 
fear among the independent producers and refiners is that, after they have gone 
on and extended their trade and spent money to build up stations in which to do 
business in any section of the country, by some scheme the railroad companies will 
put up the rate on them and shut them out of that district, just as they shut them 
out of the New England States in the case which I cited this morning. It is the 
fear of railway discrimination that paralyzes men. 

(By Mr. Jenks.) We have had some evidence offered tending to show that 
the Standard Oil (Company is at the present time receiving special favors. Have 
yon yourself anything of a definite nature to offer in that direction?—A. No. I 
am an oil producer and I do not get in touch with the railroad people so much 
as the refinery men do. I have no doubt that they are getting a great advantage 
to-day, and probably at the end of 4 or 5 years wo wul find out just what that 
advantage is. At the time when they were gettipg $1.59 and sometimes more in 
rebates they persistently denied that they had any advantages, but ultidiately the 
truth came out in some way and we saw then why it was that they were triumph¬ 
ing over the independent companies. 

Q. Have vou any information at the present time with reference to the freight 
rates on oil over the Canadian roads?—A. No; 1 have no information on that 
subject. 

Q. Did you not give ns some instances this morning of very high rateS which 
you had ^id on some of the roads that run from Pittsburg to Union City?—A. 
To Unity Station. 

Q. Yon showed that these rates were very much higher than the average rates 
throughout the country. Have you any proof of discrimination in rates between 
different persons or different companies by those railroads?—A. The road that 
extends to Unity is a coal road. It was built into that district to take out coal 
for, I think, the Buffalo and Cleveland Coal and Gas Company. I was told, while 
operating in that district, that the rate of freight on coal to anybody outside of 
that company was so high that it was impossible for them to compete at all in the 
market at Buffalo and in Canada. 

Q. Were the rates on coal different to members of the comjRiny from what 
they were to outddew, or were the rates the same to all parties, the members of 
the company getnng their profits simply from the high rates that put money into 
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their pockets as railroad owners?—A. 1 really do not know the inside working of 
that coal road. All I know is that the men who own coal farms there can not 
ship their coal. They are powerless to do any business in competition with the 
coal combination. 

Q. Of course that might have been true, even though the owners of the road 
were paying the same rates, because what they were paying out in one form they 
were possibly getting back in another. Have yon any information to show that 
this railroad has been acting contrary to law m making discriminations?—A. I 
imagine that on the class of freights which I ship everylmy pays the same. 

Q. Is there very much freight shipped over this road besides coal?—A. There 
has been quite a development in the oil and gas business in the region, which has 
made that road necessary for shipping oil supplies and pipes. 

Q. You speak of this railroad running from Rttsburg to Unity. Is it a small 
line or a large road?-A. It is a part of the Allegheny V^alley system, which is a 
branch of the Pennsylvania Bailroad. 

PIPE LINES OF THE INDEPENDENT COMPANIES. 

Q. (By Mr. Kennedy.) Did yon not say the independent companies had their 
own pipe lines to the seaboard?—A. After the purchase by the Standard Oil Com¬ 
pany of the Elkins, Kimble & Craig pipe-line system, when oil got down so low 
that it meant bankiuptcy and ruin to all of us, the independent oil producers 
went to work and tried to hew a way out for ourselves by building a pipe line 
through to the seaboard. The first movement was in building what was mown 
as the Producers and Refiners’ Pipe Line Company, Limited. I think that was 
built into the McDonald field, with the expectation of piping oil to the railroads and 
then shipping it in cars to the independent refineries at Oil City and Titusville. 
As soon as that was completed and business began, a system of discrimination 
was set up against them m some way. I do not remember just how it w'as, bu{ 
it resulted in the producers having to lay a lino from the McDonald field, where 
the first little line was started, through to Oil City and Titusville and the refin¬ 
eries. After they had done that the discrimination began i^ainst the refined oil 
again. As long as these refinery men were taking the inferior oils of the Stand¬ 
ard Oil Company which had been in tanks until the finer parts had evaporated, 
there was not much discrimination against them, I understand, but after they 
were able to get good fresh oil from the wells shipments of refined oil were 
blocked. Then we undertook to lay the seaboard line from Titusville to New 
York, or Jersey City. 

Q. Have you a line thereA. The line has been built down into New Jersey, 
but the railroads have blocked us. The managers bought a piece of land in fee 
simple that went under where a highway, a wagon road, passed. In the lower 
courts I believe we got a verdict in favor of our right to lay the line under there 
andtransportoil.but they finally carried the case up tothesupreme court inNew 
Jersey, and after we had laid our line, I think, 60 miles farther on, that court 
reversed the decision and forced us to stop. I do not know, but I think we are 
still putting oil through there, but it is subject to the final decision of the court. 
The verdict was reversed by which we had the right.' 

Q. Does the line go to the seaboard?—A. It goes down now from New Jersey 
over the Central Bailroad. 

O. (By Mr. Phillips.) Prom what point?—A. Prom the end of the pipe line, 
I think 80 or M miles; it may not be as far as that to the tanks at the sea¬ 
board. This line that the Producers and Refiners Company has built Is a double 
line. They transport the refined oil from the refineries at Oil City, Bradford, and 
Titusville through to the end of this pipe Une, as they do the crude oil, and then 
it goes on board the cars to the seaboard. The refined oil is there put into steam 
tank vessels and sent to Germany, where the independent producers and refiners 
have built 3 large stations, each one of them, I think, capable of holding 70,000 
barrels of oil. The crude oil is refined at the seaboard. In Germany there is no 
railw^ discrimination. 

Q. What I wish to get at is whether the railroads now give the Standard Oil 
Company any advantage over you in getting oil to the seaboard; but I judge, 
by what you say, that, with the possible exception of the Jersey Central, no road 
OTn do it.—A. No road except the Jersey Central Bailroad has anything to do 
wth OTr oil from the time it leaves the well until it gets to tho seaboard. 

Q. They cannot, then, give the Standard Oil Company any advantage over you?— 
No, not on export oil; we are on even terms vrith the Standard Oil Company, 
with the exception, I think, of about 7 cents freight per baiTel. 

Q. (By Mr. Phillips). It does not excted 15?— A. No, it does not exceed that. 
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SHIPPING REFINED OIL THROUGH PIPE LINES. 

9 . A great deal has been said about the Standard Oil Company's methods of 
doing business. Were they ever able to, or did they ever, ship refined oil any dis¬ 
tances through pipe lines?—A. Not to my knowledge; they have always claimed 
that it could not be done; that it would injure the quality of the oil. 

Q. What has been proved by this pipe line running through to New Jersey?— 
A. It has been proved that it can be done successfully. You can ship 110 fire test, 
which is export oil, and put through right behind it 150 fire test, and separate the 
oil at the end of the line without making a change of more than a barrel, which 
is within 20 or 30 feet of the column of oil. 

Q. Is that an improvement by the independents over the Standard Oil Com¬ 
pany's methods of handling oil?—A. Certainly; very much. 

Q. (By Mr. Kennedy.) Then the independent companies do have some advan¬ 
tage over the Standard Oil Company in getting their oil to the seaboard?—A. In 
that connection. 

9 . (By Mr. Phillips.) Does the Standard Oil Company refine a percentage of 
theirs at the seaboard after pumping it through in a crude state?—A. Yes; I 
understand their export oil is nearly all refined at the seaboard. 


PRICE OF OIL shipped Tp OER.\IANY. 

9- (By Mr. Jenks.) Did I understand you to say this morning that the inde- 
jieudent refineries were supplying refined oil in Germany at 2 cents a gallon?— 
A. In the contest for that trade the proilucers sent shiploads of oil to Germany 
at from 2^ to 21 cents a g,allon; one cargo of oil, I believe, was sent at 1 cents a 
gallon. 

9. Was that for the purpose of starting the German trade?—A. Yes; it was to 
get into the trade. 

9; They were then selling oil in Germany considerably cheaper than here?—A. 

I think so; a good deal cheaper than it was .sold to American people generally.' 

REL.ATIONS BETWEEN INTERSTATE COMMERCE COMMISSION AND THE STANDARD 

OIL COMPANY. 

9- Did I understand yon to say that the independent oil producers were chiefly 
instrumental in starting the idea of the interstate-commerce law?—A. Yes. 

9. And also that since the interstate-commerce law had been in force the Stand¬ 
ard Oil Company, in particular, and the railroads, who were opposed to any 
restrictions upon their powers, had succeeded, in your judgment, in defeating 
lately the purjiose of the law?—A. Yes. 

9 . And in that connection, did you make the statement that the members of the 
Interstate Commerce Commission have been threatened?—A. Yes. 

9 . In what way have they been threatened?—A. That their powers would be 
tested. 

9- You do not mean, then, that the members of the Interstate Commerce Com¬ 
mission had been personally threatened?—A. Oh, no; they simply questioned their 
authority and threatened to test their powers. 

9. From the connection in which you used the expression I was not certain but 
that you meant to say that the members had been personally threatened. You 
meant simply that the Standard Oil Company and the railroads had asserted that 
they thought they could defeat the law?—A. That the Commission did not have ' 
the power to perform the duties provided for it under the law. 

9- And they proposed to test that in the courts?—A. Yea: in the courts. There 
was one case taken into the courts by the Commission. You remember the Cox 
case; that was U years ago, and it has not yet been finished. 


THE PRESS SUBSIDIZED BY THE STANDARD OIL COMPANY. 

9. You made the statement also that the press had been subsidized by the 
Standard Oil Company. Have you any poeitive information of special cases in 
which the Standard Oil Company has subsidized the newspapers?—A Well, tlw 
have bought out the Oil Ci^ Derrick, and have hired Pat Boyle to run it. He 
runs it in their interest. I do not know j’lst what the arrangements are, but the 
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is conducted in the interest of the Standard Oil Company, and attacks the 
pendent producers and their movements. 

Q. (By Mr. Phili.ips.) Has there ever been any action brought against that 
paper for libel?—A. Yes. I think that Senator Lee sued them for libel: they pub¬ 
lished some very damaging statements, and he brought suit against them. I 
think Senator Emery also brought suit against them for what they stated about 
him.' 

9- Were either or both of these suits carried to a conclusion?—A. I am not cer¬ 
tain as to how those cases ended. My memory is that they were settled in some 
way, but I do not knov^ust how. 

Q. jf^By Mr. Jenks.) Have you any other specific cases in mind besides the Oil 
City Derrick?—A. Well, the 'Titusville papers, particularly the Titusville Herald, 
seemed to be under their thumb, and the Pittsburg pajwrs have now reached a 
iroint where they take all of the oil infonnation that they publish from the Stand¬ 
ard people. The Standard publish what they want to in the reports and in the 
daily papers.* 

9 , Your statement, then, means substantially this, that there are several papers 
in the section of the country in which yon live that regularly make favorable 
reports with reference to the Standard Oil Comimny’s methods and unfavorable 
rewn’ts with reference to the methods of those opposed to it?—A. Yes. 

Q. More particularly the Oil City Derrick?—A. More particularly the Oil City 
Derrick. 

9 . But you have no direct per-sonal knowledge that the paper i.s owned by the 
Standard Oil Company, and you make your assertions largely upon the nature of 
the material that is published by that paper?—A. That is the source of the knowl¬ 
edge I have of the transaction. 

Q. (By Mr. Pniixire.) Has the Oil City Derrick generally lieen favorable or 
unfavorable to the independent movement?—A. It is bitterly opposed to the inde¬ 
pendent movement and attacks the credit and reputation of the men who art- 
exerting themselves for an outlet. 

Q. You do not remember the termination of their suit at Warren in regard to 
the libel case?—A. Now, I am not sure as to that. 


RAILWAY DISOHIMINATION8 RESUMED. 

9 . (By Representative Bell.) Have you ever read Larrabee's book on rail¬ 
roads?—A. Yes. 

Q. What would yon say as to the merits of it?—A, Weil. I think it is a full 
exposition of the railroad question in this country. 

9- Does not he develop the fact that as early as 1876 there was a tendency in 
the United States to interfere in political affairs?—A. That is, a tendency of the 
railroads to manipulate political parties? 

9 . Yes.—A. Yes. 

Q. And to fill judicial positions with their sympathizers?—A. Yes. 

9 . Now, you sjioke of the Standard Oil Company building up their trust through 
railroad discriminations. Was there any reason whatever at that time for creat¬ 
ing the trust or anything that would enable them to build up the trust other than 
railroad discrimination?—A. 1 do not think there was. The men who were refin¬ 
ing oil were men of ability and business capacity. At least equal to the business 
capacity of the Standard Oil iieople, with the exception that the Standard Oil 
people recognized that it was a question of advantage in freight rates instead of 
a question of superior goods; that suiierior goods could not go over the railways 
unless the railways lot them. 

9 . They raised the price on crude oil from about 40 to 80 cents a barrel, and 
then if an independent company shipped a barrel of oil did they not take 40 cents 
of that and hand it over to the Southern Improvement Companv?—A. Prom 
40 cents to $1.10. 

9- /-nd that had the effect of destroying not only the competitors, but of destroy¬ 
ing the value of all the independent oil wells in the United States?—A. Very 
laraly. 

9 . And the market fell off?—A. Very much. 

Q. And forced them out of business?—A. In a great many cases. 

_ 9- Have you given any attention to the coal fields of Pennsylvania?—A. No; I 
have not, except in a general way. 

Q. Is it a fact that the raihroads of the United States refuse to let any private 
mdmduals operate a coal field?—A. Yes; I know that to be the case in Allegheny 
County. ' . 
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Q. They have an independent coal company, which is a kind of a wheel within a 
wheel, gotten np among the railroad stockholders?—A. Yes; -and that company is 
the only one that can successfully ship coal over that special railroad. 

Q. If they give you a rate, do you ever have any trouble in your country in 
getting cars?—A. Why, in those early days and throughout the time of the inde¬ 
pendent refiners’ struggle that was one of the principal ways in which the rail¬ 
roads discriminated in favor of the Standard Oil Company. They refused to give 
oars to men who had oil to ship. For instance, if a man wanted 20 or 80 cars, 
perhaps 2 or 3 days after he needed them 1 or 2 would come, and Be would not be 
able to get his oil into the market at the time he expected. 

Q. What have you seen in the way of discrimination against towns? Has any¬ 
thing of that kind come under your observation?—A. Well, not personally, but 
in the investigation of tBis question I have found that towns are built by rail¬ 
roads and that towns are practically destroyed by railroads as fi^- as their com¬ 
merce and industry are concerned. 

Q. Is it the tendency of private ownership to create commercial centers, great 
centers?—A. Yes. 

Q. Like Chicago?—A. And New York. 

Q. Now, what, in your judgment, would be the effect of Government owner¬ 
ship or Government control that would require all railroads to carry freight for 
one man at the same price as they carry it for all others, the distribution of popu¬ 
lation being taken into consideration?—A, I think that it would be especially 
beneficial. It would give individual enterprise an opportunity. Men would have 
the courage to enter into business enterprises that they do not dare to enter under 
the present system. 

Q. As I understand yon, there is a timidity about building np enterprises in 
your part of the country for fear of discriminations in favor of some strong com¬ 
pany and against the men that are starting the new enterpri.ses?—A. Yes. 

Q. The.se men are afraid to meet comi)etition?—A. Yes; the great, overshadow¬ 
ing fear that men have in the oil country in starting in to compete for the oil 
trade and the refining business is that the railways will design against them and 
shut them out of the markets; that is the trouble. If there was a miaranty that 
everybody would be treated equally by the railways, the men of the oil regions 
have the courage, the ability, and the resources to go in and do this business. 

Q. Now, wtot has been the experience in your part of the country with regard 
to tte individual farmer marketing his product and the elevator companies ship¬ 
ping the same product from the West?—A. We do not have any elevator companies 
in our section. 

Q. No; not in your section; I refer to the elevator companies in Chicago and 
the West. How does the freight rate from Chicago to New York correspond 
with that from Pennsylvania to New York?—A. Well, from the information that 
I have gathered on investigation of the subject, the rate from Chicago to New York 
is sometimes much less than it is from Pittsburg to New York. 

Q. That is, the elevator companies and the beef companies can reach the mar¬ 
kets in New York for less than the individual farmer in Pennsylvania?—A. Yes; 
I believe that. 

Q. Is that a generid principle now established with regard to the beef combines, 
the elevator combines, and all like combines?—A. I think it is. 

RElJlTIONS BETWEEN RAILKOADS AND THE SOUTH IMPROVEMENT COMPANY 

RESUMED. 

Q. (By Mr. Ratchpord.) Did I understand you to say this morning that the 
South Improvement Company made a contract with the railroad companies in 
1872’—A. Yes; in 1872. a 

Q. Was that a contract to transport their produces at certain prices?—A. Yes, 
at certain prices; they raised the prices. 

Q. Would you care to state those prices?—A. I can not state the prices without 
referring to the testimony in those oases. 

Q. (By Mr. Phillips.) Have yon referred to where that testimony can be 
found?—A. I have referred to the sworn testimony. 

Q. (By Mr. Ratchpord.) Can you state who composed this South Improve- 
mrat Company? Was it composed of the independent producers and refiners?— 
A. The South Improvement Company was composed of 18 men. Ten of them 
were afterwards the prime movers in the Standard Oil Company combine.' 

Q. It appears that the contract to which you refer was not carried out on the 
part of the railroad company.—A. No; publicly it was not. I wish you would let 


> Bee Mr. Emery, p.<U9; Mr. Rice, p. 690. 



STANDAKD OIL COMBINATIONS:—LOCKWOOD. 


401 


mo answer that. That contract was so abhorrent to every idea of American risht 
that the men in the oil region.s went into revolt. They wonhl not stand it; tliey 
created such an excitement that the lcgi.slatnre took up the (lucstion and repealed 
the charter of the South Imiuovement Company. 

tj. Did the producers bring action against the railroad company?—A. There 
was a .settlement of the difficulty at the time, in which the producm-s, or a com¬ 
mittee of the producers, entered into a contract with the railroad com]).any that 
henceforth there .should be no discrimination for or against anybody; that ev(!ry- 
body wa.s to have e(iual rights. I have given the reference to that contract;' it is 
on record. 

Cj. Is the South Improvement Company still in existence ?—A. The charter of 
the South Improvement Company was repealed by the Pennsylvania legislature 
in 1873, and the company, of imurse, went out of exi.stence; but as jaju will note, 
by rc'ferring to my statement, everything that the railroad company contractisd 
to do piildicly for the South Improvement Comp;iny in 1873 they have since 
secretly and persistently doim for the benefit of the Sbvndard Oil Company. If 
the South Improvement Company h.ad been allowed to go on, they would have 
W'eated a monopoly and controlled the oil business pist exactly as tin; Standard 
Oil Comjjany, enjoying the same advantages which the railroad eom])ani(;s had 
contracted to give the South Improveimmt Company, was afterwards able to do. 


TIIK CASK DP MU. UICK RESUMKI).- 


Q. In referring to the c;ise of Mr. Rice, of Marietta, against tin' .Stiindard Oil 
Company, did you .say that the railroad companies incrt'asixl the rati; on Mr. Rice's 
l)roduet,’(dmrging him an exorbitant price?—A. Yes. 

Q. And that in denug so they ]iaid a certain pei'centage of the amount received 
from Mr. Rice lo the Standai'd Oil Company?—A. That is right. Now let mo 
answer that a little further. Ricc'got the crude oil for hisrefinery from the Ma.xbnrg 
field, which, I think, is something lik<! 70 or 80 miles from Marietta. Rice had a 
little pipe line ;md a <;ar. Ho obtained a rate. 1 think, of 1.') cents a barrel from 
the L;ike road for his ear, running it back and forth. lie was extending his 
business. ;uid tin' Standard Oil Company got after that r;iilro;id and told those 
men that In' laid to he sto])ped. When the road wt'iit into tin' hands of a receiver, 
Daniel O'lhiy went to the receiver and thre;dened that unless thi>y would carry 
the Standard oil for, I think, 10 cents a barrel and charge Rice :i."> cents a barrel— 
I am not (piite sure iis to these amounts, but I can fix tlnit—they would hiy a piim 
liiK' ;uid ship all their oil by pipe line to their I'efineriesin Slarietta. The ('vidence 
shows that the rec''iv('r made that ;irrangement,and out of the .'J.? cents that Rico 
jBiiil he turned over 30 or 3.1 cents in rebah's to the Standard Oil Company. It is 
in evi'lence; it is on n <'ord ; it can all be seen. 

t^. Do yon believ(' that it w;is the result of ;i demaml on the part of the Standard 
Oil Company?—A. Yes. 

(I. Following tlnit iiuostion, now, a little further, havi' you not stated that the 
railroad company finally refused to ship Mr, Rice's oil at .any price?—A. Yes; 
that was afti'rwards. Ric.e extemh'd his pipe, line to the Muskingum River, I 
think, or .some river that runs in there at M.arietia, and got some flatboats. The 
retn.sal to give Ric(.' any rate at all was when he attempted to get his oil into the 
southern marki'ts. 

(^. Do you believe that w;is also the result of the influence of Ihi' Standard Oil 
(lomiiany'?—A. I have no doubt of it in the world; not the least. 

Q. Now, if the Standard Oil Company found it advantageous to get from the 
railroad company a <;ert,ain percentage of the money paid by Mr. Rice for his 
shipment, how could it be advantageous for it to influence the railroad company 
to give Mr. Rice no tran.sportatiou'?—A. The profit of this monopoly has been I'nor- 
mous. The $r)00,(l0l),(l()l> which it is said they have ai-cumuhited is an immense 
amount of wealth, and they have gotten it by working the railroads to destroy all 
('ompetitors so that they could force the consumer to jiay a large price for their 
oil. The S.I cents rebate which they got on Rice's oil was only a drop in the 
bucket compared to the profits that they could obtain by shutting Rice out of the 
market and selling their oil in Rice's territory. 

Q. I take it from that that the company obtained the best conditions they could 
and that when they could imirrove them they did so. Is that it'?—A. The Standard 
Oil iieople? 

Q. Yes.—A. They .are always looking out for the Standard Oil. 
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I’HODUCTIO.V OF INDEPKNOENTS .V.Nl) STANDARD t:OMPARED. 

Q. (^By Mr. Kennedy.) Can you state approximately what per cent of the 
refined oil of this country is turned out hy the independent companies?—A. We 
calculate that they an^ handlinf? about 4 per cent. 

Q. Only 4 per cent?—A. Only 4 ]>er cent. Yoii know it is an immense business. 

CJ. (By Mr. Phii.i.ii's.) That is, taking the Ohio oil?—A. The Ohio oil and the 
Pennsylvania oil and all the different grades.' 

Q. (By Mr. Kennedy.) Can you state what j»er cent of the oil you refine i.s sent 
into the (xi^rman market?—A. I am not one of the managers of that enterprise. 
I know that the larger percentage of the oil is exported. 

Q. Then, 1 gather from your testimony that the business you do in this country 
is done at a loss, and that the companies are enabled to live aird make a profit by 
the a<lvantages they have in the German market; is that .so?—A. Yos; the inde¬ 
pendent i)roducers and refiners went into the New York City market to snpply 
the con.suiners, but the Standard imnu^diately brought the price down there and 
they hold it down so that tlnu-e is no profit. 1 think I am not revealing any trade 
se(;rcts when I say that the independents have lost money continuously in New 
York and Philadelphia in their attempt to supply those cities with oil; but the 
profit which they make in their e.xport business, in their trade in (Rn-many, in 
winch they havi^ an eipial show all around, is sufficient to make up those losses 
and still .show cpiite a favorable earning for the amount of capital invested. 


STANDARD OIL CO.MI'ANY'S METHOD OF COMPETITION. 

C^. (By Mr. Phtt.UPS.) How does the Standard meet ciunpotition at tin; different 
])oints in the (country? Have you any speidfic knowledge of discrimination 
against the iudi'pendent producers at any particular point or points?—A. When 
the independent produ(;evs (;ome into a district to sell refined oil the Standard 
brings the price of oil down in order to try and make them lose money. Another 
plan which the Standard Oil Company people—I always like to u.se that word 
“ people " becausi! it is such a hydra-headed concern that if you do not you may not 
hit the right thing—follow is to intimidate inendiants and previmt them using or 
selling anybody’s oil except their own. (.)f c()urse, I have read of a good many 
instances of that kind, but I have in mind a special instance. In I88.H I was in 
the Panhandle of Texas, at Wiidiita Falls, and bouglit some land there from a 
gentleman by the name of W. W. White. Hi) was (piite a prominent merchant. 
He had a large store and fitted out the wagon trains that went over the plains. 
Whih' I was there he told me of his experience in the oil business. He had been 
bujung his oil from the St.andard Oil Company, but one day a man came along 
with some specimens of oil that were very much finer than any ho had been able 
to get. and the price being satisfactory, he purchased a carload of oil from him. 
After 3 or ii weeks the car of oil arrived, and the next morning the Standard Oil 
Company's repri'sentative from Fort Worth appeared on the scene and chal¬ 
lenged Mr. White’s right to huy anybody's oil except theirs and declared that they 
would not stand it. He finally threatened to establish a store and run White out 
of business if he insisted on selling any other oil than theirs. White was a con¬ 
servative, closefisted fellow, and, of course, the prospect of having to lose his 
busine.sB was sufficient; and it was settled and agreed that ho could sell this car 
of oil if he would agree not to buy any more of it and to buy only from them. 


THE STANDARD OIL COMI’ANY AS A l-RODFCER OF OIL, 


Q. Has not the Standard Oil Company become ipiite a largo producer of oil'?— 
A. Yes. 

(^. They own a very large percentage of the Ohio oil fields which iirtKluce what 
is called the Lima oil'?—A. Yes. 

Q. Did they purchase that after the price of Lima oil had fallen to, say, 1(1, l.’i, 
or 30 cents'?—A. Yes. 

Q. When they entered that field and purchased a large body of it, was it very 
cheap?—A. Ye.s. 

Q. And did they fix the prices’?—A. I remember that very well. When the first 
oil was struck in Ohio the independent people, who were interested in it, went out 
and found a market for it for fuel and manufacturing purpo.seH, and were enabled 
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to gftt from 40 to 50 cents at the wells. That is what it would net them after they 
had paid the e-xpenses of delivering it. Finally the Standard Oil Company reached 
ont after this new field, and by manipulation of the railways they interfered 
with the independents and got control, and milled the price of that oil down to 1.5 
cents a barrel. They held it at 15 cents a barrel in Ohio until they broke tbe 
hi'arts of the producers, and then bought nearly the entire country upon that 
basis.' 


HOW THK PKICK OF OIL IS nKTEEMINED. 

Q. Is the price of oil now determined by the exchange, or is it fixed alwolutely 
by the Standard?—A. I do not remember the date, but it is cjuitc! a number of 
years .since .Joseph S(!ep, the purchasing agent, gave notice that tin'prici'of oil 
upon the exchange would not be the price that th(!y would pay for oil, and that 
tliey would fix the price tor credit balances, that is, what the producer had and 
wanted to sell, at what the m.arkets of the world would warrant. Since that time 
the Standard has fixed the price. Often there has been a wide divergence between 
the price of oil on the floor of the exchange and the price fixed by the Standard 
Oil Company for credit balances. 


SI'AXIMRD'S METHOD OF I’UllOHASINO OIL PHOI’EBTY. 


Q. You have explained about the reduction of the price of oil in Ohio. Has not 
the Standard bought a large amount of producing projierty in the Pennsylvania 
and Virginia fields, and were not tliose purchases made at an extremely low price 
as a rule?—A. I think that their policy has been to depress the price of oil and to 
discourage men who had oil proiiertuis and who wm'o loaded with debt until a 
point rvas reached where they could go to them and buy up their proiierty. They 
bought a very large amount of property. It was just before the great rise which 
occurred after they had bought all the property they could. 

Q. What was the date of that?—A. I think it was 189(i nr 1S!)7. After tliey had 
bought all the jiroperty they could the market went upveryhigh, as high. Ithink, 
as .S'i.ClO, and jirices remained high for iiuite a long period. Evidently they had in 
mind the idea of depressing prices and obtaining this jiroperty, but the law of 
sujijily and demand will ultimately make itself felt. For instance, tlie low jioint 
at which they had maintained the jirice of oil had imjioverishcd tbe jiroducers and 
stojijicil their development, and as a result of that long depression the stocks ran 
down in tlie storage tanks to 4,000,000 or 5,000,000 barrels. Then that movement 
in which they fixed a very e.xtreme, fictitious jirico was begun for the purjiose of 
g.itting everybody excited and getting jiroducers out into the field to develoji new 
territory and increase the sujijily of oil. 

(J. And did that great advance shortly after the purchase of the territory .aid 
them in jiaying for it? Did they not advance the price of refined oil also?—A. 
Oh, very largely; very largely. I can not give the exact figures, but I have them 
here; I can give the commission the benefit of these figures. 

Q. You think, tlien, that they assessed the tvorld to jiay for that jirojierty?—A. 
Yes,:? or 5 times over; yes, 40 times over.'' 

y. When they have bought out jiijie liue.s they have, .as a rule, dejiressed the 
price of (.il?—A. Alway.s. I gave that, I .am sure, to the commission. 

t^. ITjion whom would the jiayment for these jiijio lines fall?—A. Four or five 
times more than the amount would come from the jiroducers. I gave the com¬ 
mission a statement as to how they jiulled the jirice down from .Sl.liO to5:i cents 
a b.arrel. 

(J. Do yon think, then, that when they buy a large amount of property they arc 
enabled to assess the consumers not only in this country, but abroad, to jiaV fur 
it? Is it in their power to do that?—A. They jiractically control the markets of 
the world and are working them to get all out of them they can. 

Q. When they buy ont a jiijie line at a high price and depress the jirice of oil- 

A. (Interrupting.) The jiroducer has to jiay for that jiijie line many times over. 

CJ. Has any member of the commission anv further (jnestions to ask? Have 
you any brief .statement you wish to make?—A. I have nothing further. 

Testimony closed. 


'Son Mr. M.miiott, pp. .'ilS, 319; Mr. Hovlo, ii. 4S9; Mr. Areliliold, pp. SWI, Ml 
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Wasiiinoton. D. C., Scptamlx'r 0, IS!)!). 

TESTIMONY OF PATRICK C. BOYIE, 

Proprivtor and publinher of the Oil City Derrick. 

The oominisaion met .tt 10.30 a. m.,September B, ISO!). Vu!e-Chairiuan Phillips 
presided and introduced Mr. Patrick O. Boyle, ot Oil City, Pa., who, buiiiK duly 
sworn, testified regardinj; the oil industry. 

THE OIL CITY DERRICK THE OROAN OE OH, l-ROlu'CERS. 


Q. (By Mr. Phillips.) Please state to the cDnimission y<mr name and resi¬ 
dence.—A. Patrick C. Boyle. Oil City, Pa. 

Q. Whiit business are you engaged in?—A. .Just now I am an editor and 
publisher. 

Q. Of what paper?—A. The Oil City Derrick. 

Q. You are the editor and publisher ot that paper?—A. And propriidor. 

Q. Who are the owners and stockholders?—A. Well, there arc five stixikliolders. 
I own all of the stock but enough to qualify—all but four sliar<«; there are tour 
other stockholders owning one sliare each, enough to (pialify them as direidors. 

Q. Are any of the Standard Oil Company interestisl at iiresent, or have they 
been, in the Oil City Derrick?—A. They are not now and have not been for very 
many years. I have Ijeen the proprietor of the paper for a great many yi’ars. 

Q. Were they not the original purchasers of the pajier before you came into 
p(>s.session ot it?—A. When I came into possession it was known as the Derrick 
Publishing Comiiaiiy, and W. ,7. Young was manager; that was in Ptffi. 

(J. Was W. J. Young managing it in the interests of the Standard Oil Com¬ 
pany?—A. Not as 1 understand it. He did not conduiT it in the interests of any 
liarticular party, but employed editors, and they printed the news, as other 
papers did, 

Q. Is it not publicly and fully known to be the organ of the Standard Oil Com¬ 
pany? Is it not so considered throughout the whole oil field?—A. It may bo 
assumed to be the organ of the Standard Oil Company, but it is not. It is the 
organ of the oil producers. It is the firm and steadfast friend of the producing 
interest, and has been from tliat day to the present time. I am speaking of my 
personal connection with it. From 187!) to 1883 I knew very little about the 
paper, but up to 1879 and since 1885 it has not been the organ of any special 
party. 

Q. Has there ever been any adverse criticism of the Standard Oil Company in 
the Denick?—A. Oh, unipiestionably; any number of tliem. 

Q. Within the last 10 years?—A. Oh, I can not recall any p,articular time. 
Within the last 10 years there has been no occasion for adverse criticism of tho 
Standard Oil Company. There unquestionably would havo been if there had been 
any occasion for it.' 

6. Since you have been manager it has always been very friendly to the Stand¬ 
ard Oil Company?—A. I can not say that. It is very friendly to the entire oil 
trade. As the Standard Oil Company is a part or division ot that trade, it is 
friendly to that as well as the other interests. 

Q. Has it not lieen adverse to all the independent movements that have been 
started since you have been manager and editor?—A. No, sir. 

Q. And especially the independent pijie lines?—A. Only to those involving an 
unnece.ssary outlay ot money and a taxation of tho producers. It has stood hand 
in glove with the producers except those who would impose a tax on them for 
useless service. 

Q. Do you consider it imposing a tax on tho producers foi the refiners and pro¬ 
ducers to build a i)ipe line into a given field for their own benefit?—A. So lonp as 
there was an efficient service already performed at the same cost I should consider 
it a hardship to have a duplicate. 

Q. If you owned a refinery would you consider it a hardship on yourself and 
stockholders to lay a pijie line to gather oil from the fields?—A. Wo have taken 
the jiosition that the producer would not bo benefitiid by the duplication of the 
pipe line, and in that position we have been sustained by the results. Most of the 
pipe lines erected 10 years ago have never paid a cent in dividends. 


1 Boe Mr. Lockwood, pp. 398,399 
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WHY THE WITNESS IS BEFORE THE COMMISSION. 

Q. You may proceed in your own way to make a statement ot whatever facts yon 
have to the commission, hut there is one question I will take the liberty to ask 
before you proceed. By whose solicitation did you come before this commission 
to Kive testimony?—A. My own. 

Q. Your own solicitation. Did you h.ave any conversation with the principals 
of the Standard Oil Company before coming before this commission?—A. None 
whatever, before or since. I should like to state in way ot explanation that it 
was the outrageous testimony which I had heard hero by previous witne.sses that 
impelled me to ask the privilege of coming before you as an observer and as a 
person in a position to know the facts and to make some statements concerning 
the oil industry. 


E.VRT.Y HISTORY OF THE OIL INDUSTRY. 

There wa.H an oil business in existence before Drake drilled his experimental 
well in 18.')!), The manufacture of .shale oil began aliout 1840 in France, 10 years 
later in Knglaud, and :i years later in America.' While America was perhaps the 
latest among the Anglo-Saxon races to embark in the new industry, it madi? up in 
enterprise what it lacked in jireccdence. With the discovery of petroleum in 
the coal-oil industry of this country within a year or two practically ceased 
to exist, and jilants constructed for the distillation of oil from shale were con¬ 
verted into retineries for the crude petroleum. By this means the refining indus¬ 
try was fully established, when petroleum appeared to claim the attention ot 
comnu'i-ci'. The product, crude from the wells, found a ready market at rmnn- 
nerative i>ricos. Petroleum was produced from gravel beds, salt wells, and oil 
springs long before it was olitained by the artesian process, and a considerable 
commerce established by Kier, Badger, Ferris, Peterson, Lockhart, and others 
when the Drake well came to increase the production. It was not at once used 
in th(! arts, but a demand was found for it among the apothecaries, and for many 
years it was known to the pharmacopceist as a liniment. Artesian borings were 
firsti applied in America by salt producers. At this point I should like to pre¬ 
sent ])etroleum in the original package. That is the way it appears. [Pre.sent- 
ingsmall bottles of crude petroleum]. The first is from the Kiers well, and the 
seconil is from a well in K<uitucky—from the American oil well on the Cumberland 
River. Prof. S. F. Peckham describes at some length in the Tenth Census rejiorts 
the process employed by Coloind Rutfuer, the pioni'er .salt-well driller, in 1808. 
Colonel Rnffner is given credit by this writer for having devi.sed drilling tools not 
differing materially in form from those now in use. The jars, an essential imple¬ 
ment in the oil-well driller's outfit, is said to have been devised and first used by 
Colonel Rnffner, and every salt-well borer since his time has laid claim to the 
use of this indispensable implement. As a matter of fact, drilling tools, substan¬ 
tially Ihe same in form, W(U'e employi'd by the English coal hunters a hundred 
years before. This, however, does not detract in the least from the credit due to 
Colotu'l Rnffner, who uiniuestionably had never .seen nor heard of an English 
rock-boring outfit. Many of the early oil wells were drilled after the manner of 
Ruft'ner and those who succeeded him with light tools, depending from the end 
of a flexible pole, which ro.se and fell by hand power manually aiiplied. Oil, often 
in very comsiderable (luantity, was noticed in salt wells, in some of wliich the flow 
was so free as to interfere with the operation for brine. The demand for salt, 
about 1810 to 1814, along the western slope of the Alleghenies from New York 
to Alabama was so great as to excite adventure in many parts, and salt wells 
were bored simultaneously in widely separated localities on the Ohio, Monon- 
galuda, Allegheny, and Kanawha rivers and their tributaries in large numbers, 
and with what might pass lor spontaneous effort. Every district so explored has 
its traditions ot oil discoveries, and, singular to say, the later oil developments 
in almo.st every instance have been faithfully outlined by the salt wells. In the 
alisenco of surface indications,- at one time much in demand, all the earlier oil 
developments were conducted in the vicinity of salt districts, with the single 
exception of Oil Creek, and here it was found exuding from crevices in the rock 
or from gravel bed deposits. Rev. S. ,1. M. Eaton, one of the most intelligent 
observers aniong the early writers on oil topics, reports the first shipment of 
petmleum from the region of Oil Creek to consist ot two 0-gallon kegs, conveyed 
to Pittsburg on horseback by a Mr. Carey, one of the first settlers in Venango 
County. Gen. Samuel Hays, another pioneer settler ot Venango County, at a 
later period purchased the oil product of the county, 10 barrels in all, represent¬ 
ing a year’s production, which was conveyed to Httsburg by raft and sold to 
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apotliecavifs at a dollar a Kall<in. Previous to 1820 the production of oil from 
salt W(>lls, added to a somewhat extensive dippin;; interest at various jdaces in 
several States, had reached a very considerable amount; so large, indeed, that the 
supply seemed inexhaustible, and a writer in the Pittsburg Gazette in 1828 agitates 
the use of lajtrolcum for street-lighting purposes. 

THE FIRST FLOWINO OIL WELL. 

The first flowing well anywhere was the famous American well, near Burkes- 
ville, on the Cumlierland River, in Kentucky. It was drilled for brine in 182!), 
on the land of Mr. Lemuel Stockton, who iiasses into history a.s the first of his 
race to literally "set the river on fire." 

Niles' Register (1829) says: “Some months since, in the act ,pf boring for salt 
wells, ill Cumberland County, Ky., a vein of pui'e oil was struck, from which it 
is almost incredible the ipiantity of the substance issued. The discharges were 
by floods, at intervals of from 2 to Ti minutes between eimli flow, vomiting forth 
many barrels of imri' oil. These floods continued forS or 4weeks,when they sub¬ 
sided to a constant stream, affording many thousand gallons per day.” 

Another writer says: " The oil found its way into the Cumberland River, was 
set on fire, and is said to have burned on the surface for a distance of 40 miles 
below." In 18:18 Professor Silimaii describes a visit to the oil springs near Cuba, 
N. Y., and the manner of collecting the oil from the .suiTaco of the water. 
Charles B. Tergo, in his G.;ography of Pennsylvania. 184:1, describes the oil 
.springs on Oil Creek, from each of which from 2 to 10 barrels of oil were col¬ 
lected in the season by the proprietors. In 1845 petroleum obtained from Peter- 
.son's salt well, at Tarentum, was experimentally used as a lubricant at the Hope 
Cotton Factory, in Allegheny. Two yi^ars later, Thomas and Samuel M. Kier 
produced oil from .salt wills in the r^icinity of Peter.son'.s wells, and Samuel Kier, 
deeming the oil more important than salt, set about to find a market for it. A 
description of his efforts in this direction is set forth in the Derrick Handbook, 
pages !) 15 and 947. N > one who is familiar with the history of the petroleum 
industry can withhold from Kier the credit of being the first trader and one of 
tlie e:irliest manufacturers of mineral oil. His efforts in behalf of an infant 
industry merit more than passing notice, and his contribution to it should bo per¬ 
petuated in permanent form by a grateful people. 

(IliO.VNIZEI) .VTTEMrT TO FIIODUOK PETROLEUM. 

The first organizi'd effort to jiroduco petroleum appears to have been set on foot 
in 185:1 by .lacob D. Angier, of Titusville. Tlie first recorded lease, the one under 
which he operated, containeil these stipulations, to wit; 

"Agreed, this 4th day of July, A. D, 185:1. with .T. D. Angier, of Cherrytree 
Township, Venango County. Pa., that he shall repair up and keep in good order 
the old oil spring on land in said Cherrytree Township, or dig and make new 
springs, and the expense to be deducted out of the proceeds of the oil, and the 
balance, if any, to be eipially divided, the one-half to .1. D. Angier, the other half 
to Brewer, Watson & Co., for the full term of 5 years from this date, if profitable. 

‘‘Brewer, Watson & Co. 

“.J. D. Anoier.” 

The royalty or rental fixed in t he above lea.se served as a model lor the oil leases 
later on, and the terms were adopted to a very considerable extent during the 
earlier periods of development. Under this agreement Angier proceeded to dig 
ditches and pits, and in so doing frequently struck iiockets of oil in the gravel a few 
feet below the surface. When the ditches were first opened from 4 to 6 gallons 
were collected per day from the surface of the water, but the labor required to 
keep the oil flowing consumed the entire profit, and after a few month.s the 
exiieriment was abandoned. 

Angier appeared to have been unfortunate only in hia location. A slight change 
of a very few rods north and westward would have brought him to the vicinity of 
what was subsequently known as the bonanza district, where, in 1877, oil springs 
were develojied at a depth of 15 feet in a bed of gravel confined above and below 
by a casing of clay, impervious to water, from which, in the course of a very few 
months, thousands of barrels of nil were obtained. 

The next organized effort to obtain oil from the Hpring.s was by George H. Bissell 
and Jonathan G. Eveleth, who in 1854 purchased 1:15 acres in Cherrjrtree Town- 
shiit, Venango County, from Brewer, Watson & Co., upon which the subsequent 
experiments of Drake were conducted. Preliminary to the boring of the Drake 
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well a lease, dated December 80, 1887, wa.s effected by and between the Pennsyl¬ 
vania Rock Oil Company, and E. D. Bowditcb and E. L. Drake, couveyiiif' the 
same land irarchased by Bissell & blveloth from Brewer, Watson & Co. As the 
first oil lea.H() under which operations were actually conducted it is worthy of 
notice. The lease in substance makes acknowledgment of the payment of $1 in 
hand, then is mentioned the demise and let of the lands, “owned or held under 
lease by the said company in the county of Venango, in the State of Pennsylvania, 
to bore, dig. mine, search for. obtain oil, salt, coal, or other minerals existing in 
and ui)on said land, and to take and remove and sell such for the exclusive use 
and benefit, for the term of 1.8 ye.ars, with the privilege of renewal for the same 
term. Rental, one-eighth of all the oil collected from the springs in barrels fur- 
nislnsl or paid for by les.sors. The lessees may elect to purchase the said one-eighth 
royalty at f .8 cents a gallon, but when such election bo made it shall remain. On 
all other minerals, 10 per cent of the net profit. Lessees agree to prosecute opera¬ 
tions as early in the spring of 18.88 as the season will permit, and the failure to 
work the property for an unreasonable length of time or failure to pay rent for 
more than 00 days, the haise to b(i null and void.” By agreement, February 12, 
18.88, the lease was amended so that 12 cents for every gallon of oil should be 
p,ayment in full for all rental; the amendment also gave the lessees the privilege 
of renewal for 2.8 years. 

SUCCESSFUL PRODUCTION IN THE OIL CUr:EK TEKUITOBY. 

The exiiorimontal boring, begun in 1888. was not carried to a su(*essfnl conclu¬ 
sion till the latter part of August, I8.8!». The e.vcitenient attending the success of 
Drake's experiment finds a parallel in the gold discoveries in California, to 
which it is second only in degress and not importance. The fact that the oil could 
be obtained by artesian boring with so little labor and expisnsc was sufficient to 
cr(“ate a d('mand for territory in the vicinity and to inspire others to follow his 
example. During this and the year following wells W(;re completed in various 
parts, embracing the entire length of Oil Creek, south of Titusville and extend¬ 
ing to Franklin, below its mouth and Tidiotito above. The produced oil did not 
go begging for a market; rather buyers came begging for th(^ oil. Col. A. C. 
Ferris claims to have imrchased the first thousand barrels produced from tho 
Drake well, wliich he distributed among the New York refineries. The early 
writers, Oesner, Hodge, Redwood, Antisell and others inform us that the art of 
refitiing ijoal oil had attained to an advancicd stage before petroleum was com¬ 
mercially known. Both Gesner and Antisell published lists of patents covering 
almost e\’ery jiroimss of manufacture as practiced by the oil refiner of the xiresent 
day, all known and many of tlnmi issued prior to 1860, Steam was freely used in 
distillation and suggestions offered for various iirociesses of continuous distilla¬ 
tion. In 1860 .Tosliua Merrill took out letters iiatent for a iirocess for “ cracking ” 
oil, which demonstrates that chemistry was abreast of tbe drill, in devising useful 
methods of manufacture. 

TRANSPORTATION AND MEASURES OP OIL. 

Tlieone ]irobleni loft unsolved was th.at of transportation. The oil di.strict, then 
80 miles distant from tho nearest railway points, was deiiendeut uiion teams for 
an outlet. Oil was conveyed by wagons from Titusville to Union Mills (now 
Union City) and Erie!, by raft and barge to Pittsburg, by way of Oil Creek and 
the Allegheny River. Oil refinerh's rose as if by magic throughout the region. 
Before the industry had (dosed its first year there is said to havii been upward of 
a dozen so-called refineries in Erie, .80 miles distant from the fields of production. 
One of the difficulties met at the outset was the .scarcity of iiacmages. Tho 
demand for barrels outgrew the suiiifiy, and any cask fit to retain fluid was 
impressed into the siuvice of the oil iiroducer. Tho unit of mea.snro at the outset 
being tho gallon, sales were made on that basis, therefore th,'' size of the iiackage 
was imt a necessary condition to trade. But labu- on, when tho barrel became 
the unit, discu’oiiancy in the .size of barrels became a matter of embarras.smont to 
the iiroducer. The resources of the seaport towns were drawn uiion for coopers, 
and as a consequence men from the Eastern States were among the first to recog¬ 
nize the imiiortance of establishing barrel works in the new oil fields. The whaling 
indiistry, at that tiius) uniirofitable, owing to tho extended voyages and hardship 
ot the cha.se, had a fuUy developed cooperage industry, ami mechanics drawn 
from this trade found employment in the oil-producing country. The capacity 
of the barrel became a matter of comment among producers about the time of the 
advent of the whale-oil men. who brought casks of enormous size with them, 
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which in periods of .surplus production were offered and accepted as ordinary 
barrels. Therefore the necessity for a uniform barrel was early api)arent. As 
the result of these discussions, lO gallons became the trade-customs barrel for 
crude oil. and this continued from 18(i0 to 1800, when representative producers 
got together .and issued the following: 

“ Whereas it is conceded by all producers of crude petroleum on Oil Creek that 
the prt'sent system of selling crude oil by barrel without regard to the size is 
in,iurious to the oil trade, alike to the buyer and selh'r, as buyers with the ordi¬ 
nary sized barrels can not compete with those with large ones, we therefore 
mutu.ally agree and bind ourselves that from this date we will sell no crude oil 
by barrel or package, but by the gallon only. An allowance of 3 gallons will be 
made on the gauge of each and every 40 gallons in favor of the buyer.” 

It will be seen that the barrel by re.solution differs from the biti-rel by adoption 
only in the addition of 3 gallons for tare or waste. Later on, after the establish¬ 
ment of pipe lines, buyers began to demand 43 gallons net with the addition of 3 
per cent for tare, which is the accepted barrel of to-day, .although the construc¬ 
tion placed upon the barrel by tbe Government during the period of excise, 
April 1, 180.1, to March, bSOO. was •• any vessel containing not more than 45 gal¬ 
lons and not less than 38 gallons.” This amount was subject to a duty of $1. 
The railroads, for transportation puiiKjses, when bulk shipments began, con- 
■strued the bar rel to be 41 gallons, and so it remains, but the ban-pl of commerce 
is 43 gallons. 

NUMHElt OF WKLI.S IN Oil, CREEK liE(JION PREVIOUS TO 18()0. 

The development after the striking of the Drake well was necessarily .slow, and 
its history is somewhat obscure. We can do no lietter than ipiote from the Der¬ 
rick's Handbook, page 788, in regard to this period: 

'• There is a gri'at deal of uncertainty in the early records of field opei’ations. 
No systematic effort at collecting the statistics of rigs, drilling wells, and com¬ 
pleted wells was made, except by spasmodic efforts now and then, until May, 
1871, when tbe Derrick coniinenced to iiublish its regular monthly report of oil 
developments.” 

On November 31, 1800, the Venango Spi'ctator published a report cont.aining the 
names and location of 74 jiroducing wells in the Venango oil region. These 
wells had a combined daily production of 1,101 barrels, and wen: distributed 
from the head of Oil Creek to its mouth andalongthe Allegheny from Tidiouttrio 
the Hoover well, .'i miles below Franklin. In this reiiort the output of Drake 
No. 1 is given as 13 barrels, ami No. 3 at iiO barrels a day. 

A year .and a half later. May IS, ISO.'!, the Oil City Register made a careful esti¬ 
mate ot the entire fielil and gave results as follows: “ Number of jiroducing wells, 
71; number of wells that had formerly flowed and pumjied, 03; wells drilling, ii18; 
total, 4!)1.” 

On .Tanuary 1, 18011. according to Cone and Johns, in I’etrolia, there were 1.186 
producing wells in the rej^pon. About MO of these wells jiroduced less than 3 
liarrels. There were 300 of which the jiroduclion was loss than 1 barrels a day. 
Of the entire number on the jiroducing list, 734 were comjileted in 1868 and tlie 
remainder during the jireceding years, as follows; 1867, 148; 1866, 03; 1861. 00; 
1864,46; 186:4,30; 1863,30; 1861, 17; 1.860, 10; 1,8.10, 1. 

The total number of wells drilleil in the region from 18.10 to 1860, as given by 
Henry E. Wrigley, in the Second Gc'ological Survey, was 1,.160. This would show 
that 4,374 wells had been comjileted and abandoned as dry or unprofitable during 
the first ten years of the industry. 

Before the closing of Professor Wrigley's rejxirt the oil busines.s had become 
firmly established and thoroughly systematized in all its departments. 

PLOWINO WELI.K ANII THEIR IIISASTUOITS EFFECTS, 

At the close of 1860 fully :1()0 te.ams found omjihiyment in the transportation of 
oil from the wells and the movement of sujijilies, in addition to the flats and 
barges emjiloyed on the creek and river to the number of 100 or more. In 1861 
flowing wells apjieared to vex the jiroducer and embarrass the trade. The first 
flowing well, which was also the scene of the first tragedy in connection with oil 
development, was struck in Ajiril by Little & Merrick. on the John Buchanan farm, 
Rouseville, 3 miles above the mouth of Oil Creek and 13 miles below the Drake 
well. The sight of a flowing well was so unusual as to attract many sjioctators, 
who crowded about the derrick to the number of some bmndreds, and while they 
were looking on in amazement at the jihenomenou before them, fire was com- 
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mnnicateil to the floating gas by a near-by boiler, when a terrific explo.sion occurred 
and in the resulting fire 17 persons lost their lives, among them being the Hon. 
Henry R. Rouse, e.^-member of the legislature and one of the leading spirits in 
the oil development. 

In Juno following, the Funk well, about midway between the Rouseville and the 
Drake wells began to flow, and in September of that year. Phillips & Co. No. 2 on 
the Tarr fami, about midway between the 2 flowing wells, began to gush at the 
unheard of rate of 4.000 barrels a day. In December the Woodford well. 400 feet 
from Tarr No. 2. was flowing at the rate of i!,000 barrels a day. The effect of the 
flowing wells upon the oil trade was little short of disastrous to the small jiro- 
diiciTs, .and for the time being were not a little embarrassing to the owners 
thereof. The scarcity of barrels and the ab.sence of tankage made it e.xtremely 
difficult to save the oil, but as foi’tune would have it, all these flowing wells were 
located o)i the banks of Oil Creek and the barges became available to store the 
surplus production. One of the effects of tlio enormous production was to smash 
th(! market which, at the close of 18(i0, was not v(n-y strong, having declined from 
,$2(t a barrel in .lanuary to $2 in December. January, 1861, prices opened at $1.75; 
the market continued to soften until the advent of the gu.shers, when it went off 
to nominally nothing, 5 and 10 cents a barrel being offered. 

The (condition of the trade at the close of 1801 was very much worse th.an it 
was at the l)eginning,aiid this p(!ri()d, owing to overproduction and the political 
disturbances due to the opening of the rebellion, w'as one of the rvorst known in 
the history of the business. One of the results of tins flowing wells was to create 
a corner on oil barrels, coopers rofu.sing to sell e.xcept for cash, and the value 
of a liarrel at this time expressed in terms of oil was as 20 to 1. 

CONIliriON <18 TIIK INIlUSTKY IN 1862—OO.NSTROCTJON OK THK KIRST KIl'E LINE. 

Unremunerative prices checked production, and tlie spring of 1,802 witnessed a 
gi'adual rise in the price of oil. The suspension of specie payment and the rapid 
advance in the jiriceof gold caused a general advance in the values of all kinds of 
commodities. I’etrolenin was in good demand and better prices began to prev.ail. 
Oil at 1 lie wells rose from 10 cents a barrel in January to $1 in June and $2.50 in 
December. The most reliable estimate of the average for the year i.s $1.05 per 
iiarnd. 

The development work in 1862, while not large, was exceedingly important in 
till! discovery of large wells. 0])erations for the mo.st part were confined to the 
Upper All(‘gheuy—that is, Tidioute. Oil, and French creek;;. Smith's Ferry, 100 
miles in a bee line from tlie Drake well, marks the first important extension of 
the oil (h'velopinent. The cost of sending a barrel of oil to New York from the 
produi’ing field in ,lanuary of this year was $7.45; the cost of delivering a barrel 
of oil ill Pitt.sbiirg by ste.amboat, $2; teaming from Oil Creek to Meadville,$2.25. 
The producers, apiireciating by this time the value of good resolutions, held a 
town meeting anil resolved to sell no oil at less than $4 per barrel. 

A bill was tins year introduced in the legislature for a iiipe line from the upper 
oil farms to the nioiitb of the creek. A charter was granted under the title of 
the Oil Creek Transportation Company to carry oil in piiies or tubes from any 
point on Oil Creek to the mouth or to any point on the Erie Railroad. No lino 
was built. 

In March of tlii.s year the first shut-in movement for the betterment of prices 
was inaugurated, owing to the stagnant condition of the trade. Stopcocks were 
turned on the wells, production ceased for a comsiderable period, and the 
movement was carried to a successful conclusion. Congress during this year 
imiiosed a tax of 10 cents per gallon on refined oil and proinxseil to tax crude oil 
5 cents jier barrel; but the producers, conscious of the power to be attained by 
uniting, held a town meeting in Titu.sville, where resolutions were adopted and 
Congress petitioned to lay a tax on refined oil only, and for the Inmofit of the 
refiners recommended a drawback on all oil exported to foreign countries. Con¬ 
gress assenting, laid a tax of 10 cents a gallon on refined oil and absolved the pro¬ 
ducer from any levy whatever. 

The first succes.sful jiipe line was constructed during this year by ,1. M. Barrows, 
to convoy oil from the Densmore wells on the Tarr farm to his refinery, distant 
about 1,000 feet. This was tho first iripo line, “ correct in principle and success¬ 
ful in oi>eration.” 

About the same time a pipe line 2J miles long was constructed from Tarr farm 
to the Humboldt refinery. Cast-iron pipe with lead joints was used as a con¬ 
duit. Great loss resulted from leakage at the joints. After an experiment of 
some mouths’ duration, tho loss from this source proving greater than the cost of 
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transportation by toani, tho cntorprise was abandonod, and no other attempt was 
made to solve the great problem of hydraulic engineering until Van Sickle's 
experiment, 3} years later. Railways were extended into the region this year— 
the Oil Creek road south from Oorry to Titusville and the Atlantic and Groat 
Western eastward from Meadville to Franklin. By means of the latter the 
Cleveland refining interest received its first great impulse, since it was possible to 
receive oil by rail direct from the wells without transshipment, and the advantage 
thus derived gave them a trade position later on which was practically impreg¬ 
nable. 

On tho other h.and, Samuel Downer, availing himself of the adviintage of rail 
transportation, located an oil refinery, the largest of its day, at Corry, a point 
most admirably adapted because of the facilities afforded by two competing rail¬ 
roads. 


DEVKI.ol-MKNTS IN 18()l? AND TRANSPORTATION BV BOATS. 

The production of the large wells had gre.atly declined and the total yield 
for was hardly one-half that at the beginning of 1863; developments 
throughout the year did not materially add to tho production. The development 
work of the year was neither largo nor important, though not entirely laclring in 
sensational features, as attested by tho striking of the Noble and Delamater well 
on the Farel farm. Upper Oil Creek, which started with ,an initial production of 
3,000 barrels, and maintained an average of 1.000 barrels per day throughout tho 
year. This was followed in midsummer by tho Maple Shade well' on the Hyde and 
Egbert fann, wliicli started with an initial production of 1,000 barrels per day. 
During this year the pond fresh obtained its highest development. A conserva¬ 
tive estimate of the number of boats plying on Oil Creek at this time would be 
300, and upon the Allegheny River 700, making a total of 1.000 boats employed in 
transporting oil. 

Tho pond fresh was uniiiue in that it was an artificial flood, made by confining 
the w.ater in .several dams, all of which were cut at a givcni time, letting out vast 
ouantities of wat(T and creating a boating stage that continued from 3 to 3 hours, 
during which hundreds of boats would float out with the tide and rea(di the 
Allegheny River. The pond fresh had it s days, when water was comparatively 
plentiful, as many as two a week would be arranged when water was plentiful, 
but during the dry season it was genei’ally limited to one—Friday usually being 
the day .selected. It was not unusual for 30,000 to 60.000 barrels of oil to pass out 
of the creek upon one of these artificial freshets. If a source of convenience to 
the trade it was also a source of annoyance bec.ause of accidents occurring to 
boats and the consequent loss of oil. A careful writer has estimated that fully 
one-seventh of tin; oil produced was wasted by the oil freshets, leaky barrids, etc., 
which loss, as a rule, was incurred by tho shipper. Theiiond fre.sh was a source 
of consi<lerab!o expense to shippers and boatmen, and to meet the coat of creating 
the artificial rise a tax upon the boats or oil shipments was levied by .an agent of 
tln^ mill men who controlled the water. Tho method of colh'eting the tax, though 
somewhat simple, was exceedingly laborious, an agent passing along the creek 
from point to point making the collections before tho boats started. It frequently 
occirrred that when collections were difficult the fresh was delayed often as much 
as a day. 

The fall of this yc.ar was exceedingly dry, .and the mill men, taking .advantage 
of it, raised the price of water upon shippers. The difficulty in making collec¬ 
tions at this particular time caused the insertion of the following notice in the 
Oil Oity Register, October 3!), 1863, sigmal, A. S. Dobbins, superintendent. 

"A statement in regard to the cost of a pond fresh in dry weather, or when all 
the dams are needed, may be interesting to those who have to pay for them, and 
will seiwo to explain why 4 cents jKjr barrel per pond-fresh tax is charged this 
season instead of Scents for the .s.ame purpose the last season. I here give the 
cost of the dams and other injce.ssary expenses of the pond fresh this year: 
Kiugsland’s dam. .$300; Pearson's dam, ,$13; Stanton's, .$30; Childs, Benedict & 
Rouse's, $30; Tallant's, $.■); Newton's, ,$30; Langworthy’s, $7; Tryan's, .$80; Lyt- 
tell’s, $10; Hide Creek. $31); for superintendent's horse, expenses and hire of the 
3 men to cut dams, one on each creek, $40; thus making a total of $.383. AU 
these dams can not often be had, as their owners will not set them up for us. In 
dry weather Mr. Benedict will not cut his at any price, hence we can not get tho 
Rouse dam, which is right alxive it. In dry seasons a freshet can not be had 
every week, and if the superintendent spends a week or two extra between 
freshets coUecting along the creeH, this must be added to the expense. So that 
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in some cases a fresh actually costs S40(). The same dam which wo now pay Mr. 
Kingsland $300 for cost us in the early part of last season but Sod, and at no time 
during the summer of 1803 over $100. Other owners of dams have raised their 
prices but not in the same proportion. The rise in the price of oil and the rail¬ 
roads at Titusville and Franklin have gi’eatly diminished the amount of oil run 
out of Oil Creek. While the co.st of a jiond i're.sh is fully as much as last year, 
the amount of oil shipped is fully one-thir-d less. During the prevalence oi' tin; 
■smallpox and (diolera scare it was impossible to collect the tax; and then many 
boats run thi'ougli to Franklin without stopping, and they ' haven't stopped .since.’ 
This leaves us with a debt of lUiarly $800 to commente tlie coming season.” 

Transportation by teams and boats r(!ceived their first effective bkiw by the 
completion, that year, of the Atlantic and Orcat Western Railroad to Franklin, 
and the Oil Creek from Corry to Titusville. 

CONOITION OK THE OIL-l'IloOUCINd INIUJSTKY IN 1804. 

During 1804 the Oil Creek devidopments were extended to Upper Cherry Run, 
and there was great excitement over oil in all, parts of the country. It was the 
beginning of the era of oil stock companies and every part of tlie known oil region 
was purtihased or leased by them. In July, 1804, tlie Reed and Criswell well, 
on the Reed lot. Cherry Run, was struck and flowed at from 380 to 300 bar¬ 
rets a day, A quarter of the hind intei'pst in this well wa.s sold f<u' .$380,000, and 
the first purchasers i-e.alized nearly $1,000,000. Oil in .Inly sold as high as $13.75 
per barrel. In this year the export trade began to assume large proportions, and 
the total shipments of refined oil abroacl amounti' ! to nisirly threes and one- 
half times as much as was sent abroad in 1803. Prices reached the highest point 
thi.s year since 18.5!) and 1800 anil have not been paralleleil in tlie history of any 
siuiceeding year. Starting at $4 a barrel in .Tanuary, values i'a]iidly appreciated 
until .Inly, when some sales were made at $14. There was afterwards a falling 
off which carried prices down to $0.50 a barrel in October, but this was followed 
by another rally, and the year closed with oil bringing from $10.50 to $13. 

In .Inly. 1804. the Oil C'reek Railroad was comideted from Titusville to the 
Kchalfer farm. Tliere was an active demand for lands along the Clarion liiver, 
but the exiiorimental wells were all failures. 

COST OK null.I.INC WEI.ns IN 1.804. 

Drilling extended to the hill slopes and hilltops durin.g 1804. and the use of 
machinery for drilling purjioses became more geni'ral. The cost of drilling a well 
to a depth of 000 feet at this time, as given by Eaton, page 135, is as follows: 

40 feet of metal pipe, at $0 per foot.. . _ $340.00 

1 engine, 10-borse power. ... .. 1,000.00 

Band wheel and belting.. ... .... 125.00 

1 set of boring imidements....... .. _ 335.00 

Derrick, conqdete, bull wheel, etc.. .. . . 100.00 

000 feet of cable and sand-immp rope. _ , _ __ 100.00 

Drilling, 000 feet, at .$3.50 per foot_ ... . . .. . .. .. 1,500.00 

000 bushels of coal at 50 cents...... 300.00 

Total ... .. .. . ... , .. 1.300.00 

KI'EI'CI.ATION AND .AJIIOI.'NT lOi’ CAIOTAI. INVF.KTUI) IN THE IICSINESS. 

It is difficult for the average mind, unfamiliar with dealings in speculative 
interests, to appreciate the magnitude of the oil business at the time. The capi¬ 
tal represented was greatly in exc.ess of that ni'ees.sary to produce the results 
attained on the side of jiroduction. Speculation had become such a prominent 
fealiireof the business that the most extravagant prices were offered and declined 
for desirable iirodiicing properties. The same is true of the ralining branch of 
the business, which W'as so enormou.sly remunerative, transportation alone being 
unaffected by the spirit of speculation. Joim W. Forney is authority for the 
statement, niade by Governor Curtin at Titusville, on the occasion of a visit to 
the oil region tliis year, that “4,0110 teams were employed in tlie trans])ortation 
of oil and sutinlies in the oil fields, and that 1,000 boats, employing from 3,000 to 
4,000 men and as many horses, found employmeut upon the creek and river.” 
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The capital invested in teams and paraphernalia, reckoned at the prices niling 
for this time, namely, §000 per outfit, amount to the enormous sinji of ^‘1,000,000. 
Adding to this IJit.OOO.OtH) for the 1,000.000 oil barrels required to handle the prod- 
u(d, e.stimated at the ruling price of $;! each, there would he a sum total of 
§0,000,000 embarked in the single feature of transportation. In the above I have 
averaged the barges with their outfit as equaling in value the price of a t(!am 
of horses and its outfit. The awu'age production for the year did not greatly 
exceed 0,000 barrels a day, and had reached the full limit of Hie exi.sting trans¬ 
portation facilitii's. That is to say. if iiroduction had increased at this time 
bi'vond the capacity of the teams and boats to haul the product to the market, oil 
would have backed up at the wells, gone into permanent storage or to waste. 
Tlie capitiil imgaged in transportation would liave purchased the entire pro¬ 
duction of the rigion at $1,000 a barnd, a sum greatly in excess of the cost of 
production. In other words, transportion had .so fully kept pace with field devel- 
oiiments that the cost of moving a barrel of oil to the river or railroads exceeded 
that of producing it. 

IMI'OKT.VNT EXTKNSIONS OF THE (ill, H’lEI.H IN' ISO,!. 

Th(^ year ISt).") witnessed the collapse of the .speculative oil bubble. The open¬ 
ing of the Pifhole pool is one of the landmarks of field developments. Marked 
extensions of the oil field took placi' during this year, notably the di.scovery of oil 
at Parki-rs Landing, following upon the heels of a successful venture in the same 
line at Bradys Bt'ud at the clo.se of the y'ear previous. Pipe lines came into u.s6 
and revolutionized the transportation. On the market side prices failed to main¬ 
tain the high average of the pr«'ceding year, owing to the imposition of an e.xcise 
tax of a dollar a barrel on crude oil, which went into effect on April 1. 

THE TAX ON on. AND l-RKIES IN IWr). 

This tax has to be deducted when figuring what was aclually realized liy the 
produ<(ers for their oil at the wells, Starting at §10 a barrel in January, the low¬ 
est point, .§1, was reached in August. After that there was an advaiice to .§!)..')() 
in October, but the year closed with oil at §.■) a barrel. The statisticians (jf the 
New York financial .iournals placi'd the average realized for oil in ISC.") at §4.37 
in gold, and .§0.01 to §7 in currency. At New York the average iirice for refined for 
the year was H74 cents jier gallon. The Oohrmbia Oil (’()mpany n'alized ,§C.0.) per 
barrel for their jiroduct during the first half and .S.I.ST for tln^ latter half of the 
year ISO.!. Their average for the year was $0, bS. It is well to recall that these 
are (piotations tilong Oil Cre(*k, ami that a tax of §I a barrel had to Ix' paid from 
the producers' receipts. Oil at Pithole sold as low as .§3.,5(l per barrel in August 
and §1..")0 to .§4.00 in December. It was not unusual previous to the e.stablish- 
ment of pi|ie lines to find a difference of ,">0 per cent betwt'cn the ruling prices on 
Oil Creek and those at the wells at Pithole, the difference being due to the cost of 
transportation. 


IMP()RTANT IMI'UOVE.VIKNTS IN INC."). 

In many respects ISC.") stands forth as the red-letter yi'ar in the oil business. 
During this year casing was introduced, by which the life, so to speak, of an oil 
well was greatly iirolonged. as well as its production materially increased, by 
pennitting the free escajie of gas in such manner that it could bo utilized for fuel 
puri>oses in the production of steam. Tank cars appeared on the railroads, due to 
the inventive genius of the Densmores, admitting of bulk shipment for the first 
time by rail, and dispensing with the cumbrous barrel, which had proved both an 
incubus and an embarrassment to the trade. There were sundry improvements 
in drilling! a notable increa.se in the weight of the tools: the torpeifo ajipeared 
as an aid to production, upon the appearance of whiidi the crevice searcher, 
sand scraper, volcano burner, steam in.iectors, and various other devices for 
increasing production disappeared. The cylinder gas pump came into limited 
use this year, displacing the rotary gas blowers and atmospheric injectors pre¬ 
viously in u.se. The u,se of benzine as a dissolvent for paraffin was beginning to 
attract public notice. Careful observers estimate that in the five years ending 
1870 a million barrels of benzine went into oil wells to dis.solve paraffin,came out 
as crude oil, and was .sold back to the refiners at an advance of 300 and 400 per 
cent (;n the original cost. 



STANDARD OIL COMBINATIONS:—BOYLE. 


413 


Shiipjiei-.s evontnally wore compellefl to apply a gravity test upon all oils to 
protect themselves from the henzino hahit, and for many years high gravity oils, 
now so much in demand, were not considered a good delivery at export points. 
I think the limit of gravity was placed at 48'^. Oils above 48“ were not a good 
delivery at export points. 

Tlieincixsisoin the refining capacity during 1804-05 was a matter of very general 
comment throughout the region. Eaton estimates that there were 00 refineries 
in the oil ixpgion, with a crude capacity of 18,000 barrels a week, costing on an 
average .810,000 each. The whole he roughly estimated at .81,000,000 in value. 

I’KlMlRESS IN TIIK, CONSTRUCTION OF PIPE I,INKS. 

The first succos.sful pipe line was completed during this year,' the Miller Farm 
line, using force pumps to deliver the product at a railroad point 5 miles di.stant. 
Almut the same time the Pennsylvania Tubing Transportation Company com- 
l)lete<l a gravity line from Pithole to Oleopolis, on the river. Both were sucipcss- 
ful and well jiatronized. The effipct was to reduce the cost of delivi-ring oil to 
shillping points from $3 and SO, according to the condition of tlio roads, to a ind- 
form price of $I per barrel, the fixed price established by the pipe lines. Witliin 
a year five pipe lines centered in Pithole, competing for a business scarcely suffi¬ 
cient for one, namely, the Miller Farm Pipe Line, the Pimnsylvania Tubing and 
Transportation Company (later known as the Roidnester and Oleopolis Pipe Line), 
Pickett & Hherman’s Titusville Pipe Line, John Warren & Bros.'s Pipe Line to 
Henrys Bend, and Smiley & Coutant’s gathering line about Pithole. When pipe 
lines were first established they did not reach out for tlio producers' wells, but 
establislied a tank at a fixed point, called a •' dump," at which the producer was 
oblig('(l to deliver his oil in barrels. Smiley & Coutant’s line was the first to con¬ 
nect with tlie producers' wells and its function was limited to delivering the pro- 
ducm-.s’oil to the dump tanks of the pipelines. Later on they sold their gathering 
system to the Titusville Pipe Line and from that time forward the pipe lines 
were extended to the lu'oducers' tanks and gathereil their oil on their own 
account. Tile tariff charged for gathering this oil by Smiley & Coutant was 35 
cents a barrel, being slightly liclow the cost of delivery by team in barrels. 

I want to call your attention especially to the following'fact: It has been stated 
before you that pilling the refined oil i's a recent thing.' During this year, 18(i5, 
refimal oil was sucis'ssfully transported by jiipo lines a distance of ,'l miles by .John 
Warren & Bro. from the Osceola refinery, at Plummer, to McMahons Bun, on the 
Allegheny River, near Oleopolis. 

The following year Vandergrift & Forman's Pipe Lino put in an appearance 
and made tlie sixth pipe line competing for bu.siness in the Pithole watershed. 

Commenting upon the pipe-line system, .(ust then introduced, the Pithole Rec¬ 
ord, in its issue of October 10. modestly .says: ‘‘One of the most wonderful of the 
many wonders produceil at Pithole is the oil pipe running from the United States 
well to the Miller farm, on Oil Creek, a distance, on an air line, of about 5 miles. 
The pipe is 2 inches in diameter and lies most of the way on top of ground. 
Three pumping engines are stationed along the route, forcin,g the oil through the 
pipe at tlie rate of about .80 barrels an hour, doing the work of about iiOu teams 
working 10 hours a day. This machine can work all day and all night. Tins 
was considered experimental, but proved a decided success. The «-inch pipe line 
laid from Pithole Creek to the Island well, distant 7 miles, by the Pennsylvania 
Tubing Company, is likewise a success." 

IXIST OF TR.XNSI'ORTATION IN 18fi5. 

Th(‘ I'ost of moving a barrel of oil from Pithole to Ni'w York in December, 1865, 
was $5.55, to wit: Pipe transportation from Pithole to Miller farm. $1: barreling, 
shipping, etc., at Miller farm, 25 cents: freight to Corry by the Oil Creek Rail- 
roa.l, 80 cents: freight from Corry to New York, $;)..50. Cost of delivering a barrel 
of oil to New York by the way of Pittsburg: Transportation chargi's by pipe from 
Pithole to the river, $1; freight on riVer to Pittsimrg. $1.50; wharfage, loading, 
etc., at Pittsburg,‘35 cents; freight from Pittsburg to New York, $3.44; total, 
$4..50; difference in favor of Pittsburg route, .56 cents. 

P^'ice of moving a barrel of oil from any part of the region to the seaboard 
to-day IS ,50 cents or less, owing to the existence of pipe lines, the price for rail 
and pipe being the same since 1871). 


* 8 c ‘0 PI).40il, tot. See testimony o .7. W. Lee, page 3(17; Mr. Loekwixsl, p, ;IHS. 
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TIIK Pl(OJ)U(JTH)X AXI> I’UK.'K OF OIL l.\ 186(i. 

Tho tax nti crude oil was repealed in May, 1866, hut it did not stay the downward 
tendency in prices. Pi'oduction had been iniTeasiuff under the imixitus of higher 
values and the daily yield for tlu: winter of 1866 was at least 13,000 barrels. By 
May this had largely declined, owing to the falling off in the output of the wells 
at Pithole, and prices again began to strengtlu'n, but the collapse of numerous oil 
companies and the general scare over the Imrsting of the groat oil bubble (!xer- 
ci.scil a depressing influence. The Columbia Oil Company’s statement (we have 
a good deal to say about that company, because it is the only company that has 
been in existence constantly from the beginning of the oil biisines.s to the present 
time; their prices were given at stated periods and they were producing con¬ 
tinuously from 186t to 18!K)) shows sales at $1.65 to .$5, and an average inice of 
$8.78 per barrel for the year. Aiicjtlier goocl strike was made at Bradys Bend 
this year, promising the opening up of new territory in that section. 


K.vn.WW TU.t.NSI'OItTATION .\.\U li.e.N'K F.tll.1;UK*. 

R.ailways were now in general operation throughout Venango County, and tho 
beginning of increased shipments of oil liy rail is to he noted. The railroads and 
the pipe liiu's eventually superse<led the water transportation of p(i,roleuni down 
the Allegheny River. At the beginning of this year thi! Oil City and Bithole rail¬ 
road was really to carry freight from Pithole to Oleopolis. The failure of the 
banking house of Culvi>r. Penn & (Vi., the ]irime movers of which were interested 
in financial institutions throughout the oil ciaintry. caused great excitement and 
the closing of several of the smalli'r banks. Among them were the Peti’oleum 
Bank. Venango County Bank. Crawford County Bank,and Cotton & Co.'s Bank, 
located at Oil City, Moadville, Titusville, and Petroleum Ci.mter. 

Q. (By Mr. PlllLl.ll’s.) Were thesi' hanks all under the control of Culver, Penn 
& Co.?—A. They were supposed to be under the control of thilver. Penn & Co. 

Q. They, therefore, did not affect othei- banks so as to cause failures?—A. But 
Culver. Penn & Co. were so closely identified with the oil interest at tliis time that 
it seemed to affect it at every point. 


I.OSS OF OIL HY FIHH~I.\’C'E.NI)IAI{V. 

In April, I.S66. the oil tanks of Henry Harley & Co., at Shaffiu-, which reci'ived 
tho oil from Benninghoff Run, two miles distant by pipe line, ivere set on fire by 
an incendiary mob composed, it is said, of teannters, who had been thrown out 
of work liy the construction of this and other pipe lines. Four (')il Creek railroad 
I'ars. with two tanks on each, together with pipes, jdatforms, and about t.OOO bar¬ 
rels of oil. were burned. In .Tuly. 1866. the Titusville Pipe Company perfected 
arrangements whereby oil shippers could have theirproductshipped direct to New 
York by the Empire Line, the pipe line lading hill .answering for the entire dis¬ 
tance. The effect of that innovation by the Empire Line, 1866. was to make one 
rate on the oil from tho well to the seaboard or refinery, a matter which caused a 
great <leal of discussion later on between the shippers, producers, and railroads. 
The Oil City Register estimated that the loss of oil by fire during the first si.x 
months of 1.866 amounted to 70,(10(1 barrels. Tho WaiTen and Franklin railroad was 
completed to Oleopolis, where it connected with tho Oil City and Pithole railroad. 
It was noted that Profes.sor Hamar, in July, 1860, succe.ssfully exploded a tor¬ 
pedo in a well on the Taix farm, which is reported to have brought the well up 
from nothing to 800 barrels. 

(.'O.VDITION OF TIIK IMirSTKY IN 1867. 


The year 1.867 proved another one of low prices and general dciiression owing 
to over-production. Dennis Run and Triumph Hill, near Tidioute, with Sham- 
burg and Scrub (irass. were added to the producing area this year. The advent 
of railroads and the established success of the inpe-liue system had greatly 
improved tho methods and lessened tho cost of oil transportation. Pipeage 
charges from Benninghoff Bun to Shaffer were 50 cents per barrel; Pithole to 
Titusville, 50 cents; Bull Run to the Miller farm, 45 cents. 

West Virginia had assumed some prominence as an oil field, and the daily pro- 
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dnction of the various fields was reported in .Tanuary as follows: Burning 
Springs, 500 barrels; White Oak, 200 barrels; Sand Hill and Horse Neck, 100 bar¬ 
rels; lubricating oil district, 100 Imrrels a day. 

Q. The first production was at Burning Sprigs, on the Little Kanawha, and 
was for many years confined to that region?—A. The first was at Burning Spiings; 
that is, the first actual operations were there; but almost contemporary were the 
operations on Duck Creek in Ohio. 

Q. But both these fields ceased to bo any factor?—A. Tliey ceased to bo any 
factor from 1801 to 1867. In 1867 there was an increase. They came into promi¬ 
nence then through the opcirations in the vicinity ot Newells Run and Cow Run 
in Ohio. The production had not entirely ceased at any tiim; on Duck Creek. 

In Maridi, John Ponton publi.shed his imich-abused pampldot on the Crisis in the 
Oil Region, in which he figured the stock of oil in the United States on March 10 
to be 886,10.5 bari'els; in Europe, 82.5,000 barrels; a total of 711,10.5 barrels. Ho 
figured the foreign and home consumption of oil during 1866 at 8,.577 barrels 
per day,and declared that it would re<iuire a net daily production of 11,287 bar¬ 
rels to supply the probable demand of the year. Tin; production he placed at 
about (i.OOO barrels a day, showing a deficit of over .5.000 l),arrels. At an estimated 
viilue of .$2 a baivel tor crude oil for that period Ponton proceeded to demonstrate 
by figures float the production of oil was a losing business. He went into figures 
showing the cost of producing or lifting oil by gas on an estimated value of ,$8,.500 
a well, and was able to show a profit ot .8.51)1 by the use ot gas tliat cost nothing; 
by the use of co;d, at .50 cents a bushel, he was able to show a loss of over .81 ,.50() 
to the producer at existing prices; with wood fuel, at a cost i-)f 810 a cord, there 
was a loss of upward of ,$1,000. 


Illim COST OL.' KCEr. IN THU OH. UEOION. 


Q. Will you shite ivhy fuel was so high at that time? From where was the 
coal stipplied?—A. The liigh cost ot fuel was owing in very great part to tin; dif- 
ficulti(‘.s in teaming. Coal was procni'ed from various jdaces. 

Q. But largely from Pittsburg?—A. Largely, and from iioiufs on the Alle¬ 
gheny River. 

Q. Then! was no coal produced in the immediate oil field?—A. Not on Oil 
Creek; the nearest coal to Oil Crei'k wa-s at the tlraulKirry mines, 4 miles south of 
Oil City and substantially 20 miles south of the Drake well. 

Q. A very large number of people think that coal and oil h.ave some connec¬ 
tion; I brought it up for that reason; there is no coal overlying tin! original oil 
fields?—A. Tluire is no coal ovi'rlying the original oil fiehls, but, with the com¬ 
pletion ot the Jamestown road, the coal was brought in from the .Tamestown 
fields at a very much less cost. 


I'KOl'TT ANJ) l,OSS IN THE l’lt(l|)i:i'THIN (IE (III,. 

I will read an extract from John Ponton'.^ A Crisis in the Oil Region, 1867: 

"The cost of sinking wells at the present time is le.ss by from $2,000 to $8,000 
than it used to be when new I'ugines and machinery had to be bought and labor 
was more expensive. With secondhand machinery the average cost of .sinking a 
well is $8,.500: very rare instances occur where men have bism fortunate enough 
to put down their wells for $2,.500, while in other cases it has cost ,$6,000. Wc will, 
therefore, take $3,.500 as the average. From accurate statistical information it 
has been ascertained that upward of .50 per cent of all the wells that have been 
sunk in the region have produced no oil; this is an actu;il loss ot capital to the 
extent of $;550,000 in every hundred, and the hundreds of wells yearly put down 
will give an idea of theexliaustion ot the life principle of the region. Of the pro¬ 
ducing wells, 14 per cent are under ,5 barrels, and three-fourths of the oil is 
obtained from wells under 30 barrels per day. What is meant by a 80-barrel well 
is one which produces 210 barrels per week. This class of wells sometimes pump 
40, ,50, and even 60 barrels when running, but as they are constantly breaking 
down they average only 30 barrels per day. 

“About 60 per cent of this class of wells use, in some cases partially, in others 
totally, gas for fuel; the other 50 per cent use wood and coal. In niiarly every 
instance one-half the oil goes to pay the land interest; this reduces the supply to 
15 barrels per day. Now the average life of widls does not e.xceod six months, and 
we shall sec whether or not it is a paying business. 
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“The average daily cost of runuing a liO-ban-td wadi by gii.s, coal, and wood, is as 
follows: 

ItY (IAS. 

Two engineers, at $3... ... $C.00 

Waste oil and repairs...... 3.00 


8.00 

By 1.5 barrels of oil, at .$3.... ;to. oo 

Deduct o.xi>en.se.s..... g. oo 

Surplus to pay back capital.. . 23.00 

$23 per day for 183 days or 0 months...1,004.00 

Original capital invested.. 0 , 500 .00 

Pi'efit..... -.-.. 504.00 


IJY COAI,. 


Two engineers, at ,$.‘1.. ... 0.00 

Wasto oil and repairs ..... 3.00 

Seven-eighths ton coal, at $13 delivered... 10. .50 


18. .50 

By 1.5 bari-els of oil,at .$3 .... ... 00.00 

Deduct expenses. . ... 18 .50 

Surplus to pay back capital , _ . .. ... . . 11,50 

Original capital invested....... ...... ;i, , 500.00 

$11. .50 per (lay for 183 days or (i months. .... 3 , on:;. 00 

Loss.. . I,,507,00 

* ISV Wddll. 

Generally .$2 less than c(Aal .. , ___ . $ 10 . ,50 

By 15 barrels of oil, at .$3. .... ... tjo. 00 

Deduct expenses.. ... . 10 . .50 

Surplus to pay back capital...... . . . lO, .50 

Original capital invested.... ..:i, . 500.00 

$l.'t..50 per day for 183 days, or 0 months.. .3.157.00 

Loss... . . .. 1,043.00 


“ These figures clearly prove that th(! present low price of oil has a direct tend¬ 
ency to destroy the entire oil production of the territory, and not only is the 
capital of the country becoming rapidly exhausted, but, owing to the reckless 
speculation in oil lands in the years 1804 and 1805, whereby it is supposctl over 
$1(M),000,000 were withdrawn from other useful occupations in the United States 
and lost, it has become a practical imjKissibility to induce capital to return to the 
region for the purpose of development. The cla.ss of men who have during the 
past year been instrumental in developing the territory were not men of capital. 
One would put in his labor, another supply an engine, a third biiihl the derrick, a 
fourth supply the tools, a fifth the fuel, etc., dividing the proceeds into shares or 
interests. It is almost unnecessary to state that the bitter experience of the past 
few months has made them sadder and wi.ser men. In fact this process of (levelop- 
ment has become almost extinct. The development of the territory is now left 
to those parties who have been successful in making large strikes, an(l to the land 
interest. 

“ It is a very significant fact that the chances of striking large wells are becoming 
less, in a ratio that is, to say the least, truly alarming. The 1,200 and 1,400 barrel 
wells of 1865 were replaced by 300 and 400 barrels in 1866; and at the present time 
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a man who strikes .a 100 or 200 barrel well may l)o considered to have realized the 
extreme of success. If this diminution takes place in the future in the same 
ratio, a :!0 or 40 barrel well will bo con8idere<l at the close of this year as much the 
extreme of success as a 200-barrel well is to-day, and those parties upon whom we 
now depend for development will, if they do not receive a proportionately remu- 
norativ<^ price for their oil, become actually ruined with those upon whom we 
depended for the ijrodnction of last year. 

■ • ()ur philosoiihers will look wise and say that the law of supply and demand will 
regulate itself, which is certainly not true in this case; but, even supposing it to 
be so, if the law of supply and demand takes so long to regulate itself that before 
that much-to-b(Mlesired end is accomplishetl we must ruin our cajiitalists, reduce 
our mechanics to the brink of st.arvation, and deplete the territory of its inhabi¬ 
tants, it is high time that we take the supply into our own keeping .and give it 
only to tlio.se who are willing to pay a rimmnerative price for the same." 

In this connection I will say that this refers to 1808, but, owing to ihe general 
improvements in the means of transportation and the decline in prices of oil 
machinery and the uniform success in drilling operations, that year proved highly 
]irosperous to all concerned. Large ca.sing was intrisluced for drilling ojierations 
during the year, and to some extent in the year previous: it enabled the driller to 
have a dry well clear to the liottom, and water could enter into it to no very con- 
.sideralile extent. 

Q. Will you state what the casing was put in for? A. It was used to exclude 
fresli water: it was put in at what would be considered the lowest point of fresh¬ 
water supply—the mountain sand as we call it. Tlmt was the point below which 
no fresh water was found, and .salt water was not considered .so detrimental to 
the wells and no provision was made against it. The casing was used to control 
the water. 

I'OMITTIIIN or THU INrifSTIlY l.\ 18()8— REPEAL OF THE WAR TAX. 

The Armstrong and (.'lirrion iields beg,an to attract the attention of oil opera¬ 
tors, but till) greater |)artof Die oil develoimients during 18(18 were confined to 
the older sections of the region. The iniproveil methods of transportation were 
gradually placing the industry on ;in entirely new basis. In .lanuary the Titus¬ 
ville Herald estimateil the production of the region at H.d:!.! barrels a d.ay. with 
1,82 wells drilling. On b’chruary ;i a convention of Oil (,'reek oil refiners was 
held at I'etroleuni ('enter anil re.solutions passed demanding that the tax on 
refined oil he reiiealed. The production was greatly in excess of the demand, and 
the price had con.seiiuently declined below the cost of jdacingthe refined product 
on the market. On .Inly 1 the prodniition for the month of June was reported 
atm .22!) barrels a day. with ‘200 wells drilling. On .Inly 10, 1808, (longress passed 
a hill exemiiting iietroleum and its products fiTim taxation. Refined oil at this 
time was subject to a tax of 20 cents a gallon. 

C^. What was tin' tax on crude oil levied by the (iovernmenl?—A. One dollar a 
barrel, and it existed for pi'actically a year. 

C^. That tax ruined iiuite a large number of small iiroducors, did it not, who 
were not able to pay such a tax? The Oovernment war tax on crude petroleum 
of .‘jil a barrel, whiidi lomainiMl about one year, worked very uiieiiu.ally, because 
small producers could not afford to pay it. whereas it a man struck a very largo 
well, .TOO barrels or upward, he i-ould aft'ord topayit. A large number of farms 
that were only capable of iiroducing from 10 to 25 barrels a day could not bo 
operated, whereas faians ad,ioining them having a larger producing capacity 
would drain the othiT farms. It operated very unequally?—-A. My answer to 
that would be that the pi'riod of the tax on the oil was :! or nearly 4 years, but 
it was riqiealed on the refined. There certainly were a great many failures in 
that iieriod, but I'oexistent with them was the bureting of tlie oil hubbies—a great 
number of conqianies that started at the time. There was so much disaster that 
it is difficult to tell what was the cause of it. 1 can not .say that I know of any 
producing well which was ever stopped on account of the tax: but my knowledge 
extends to hearsay only, as my experience does not go back that tar. I went to 
u.v oil country the year the tax was repealed on crude oil. 

Q. (By Representative Livinoston.) Why was the tax levied?—A. It was an 
excise war tax. 

Q. What is the tax on oil now?—A. There is no tax. 

tj. Why not?—A. That is beyond my knowledge. There is no tax on any manu¬ 
factured products except whi,sky and cigars and tobacco of which I know. 

Q. It you should levy a small tax on oil would it not be a good source of 

83a- 'll 
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rcvfiTiue?—A. It would 1 m.‘ ;i source of ri'vcuiu*, l)ut it would he hud for the oil 
interests. 

Q. Would it he good for the people who hum itV—A. It would he had for the 
consumer; thei)riee would hdlow. The suhjec;! of levying a ta.vonoil was pretty 
thoroughly di.scus.sed in Congress. 


(MIST OF FFIC.I, L\ TUF. (>11, KKUION KESUMEi). 

Q. (By Mr. IIat(.'HKOri>. ) In oiu' of the papers you read it is stated, I heliove, 
that coal delivered \vas $ 1 'I a ton at a certain tinue What date wa.s that?—A. 
Th(' figures, as stated, I read from Ponton's Crisis in the Oil Risgioiis, IHliT, 

Q. Are you prepared to state what the cost of crude oil was at that time'?—A. 
Two dollars it harrel; he states that in the same coniiectiou. ' 

Q. Are you prepared to state what the cost of transportation of oil was at that 
time'?—A. I have ,iust read that, hy pi|ie line at that period, the cost from Ben- 
ninghoff Run to llie Shaffer farm, a distance of 3 miles, was 51) cents a harrel. 
From Pithole to Titusville, ii distance of Id miles, the r.ate was the same. 

(^. Now. I should like a cMUuparison between the cost of coal, oil, and transpor¬ 
tation at that period and their cost at present. What is the (M)st of coal to-day"?— 
A. There is no (Muisumption of coal in that region to-day for the purpose then 
used. They use gas engines. TheiM'is oil produced in the same locality, hut there 
is no consumption of coat e.xcept to a very limited e.vtent. 

Q. What does it cost where it is used'?—A. About 153 a ton (hdivered at the 
wells. 

Q. A reduction of .klO as (MunpaiMd with tin.' other period. What is the cost of 
oil p(‘r barrel'?—A. Alxmt i?l.l!T. 

Q. Does not that show that the reduction in the price of oil has not e(]ualed 
the reduction in the tirice of coal?—,A. If the commission will indulg(' me. 1 
.should like to answer by a little e.xplanation. At the time to whi(di you refer. 
1807. coal at the mtties diil not (‘.vcee(l 83 a ton and th(‘ difference was made uii in 
transportation. There were a great many transfers to the boats and each tratisfer 
added cost and the teamsters charge(I enormous prices for hauling a little coal. 
A load of coal mi.ght he anywhere from .rOU to 800 pounds, or three loads to the ton. 
and they charged .$3 to $3..50 a load. I am speaking of conditions that would make 
the rate that. I am (pioting a writer of that day. a man that has a consid('rahl(' 
reputation as a statistician. He was a newspaper editor at the time. I am givitig 
his figures. 

Q. I asked these questions h(>cause it is claimed hy the friends of oil producers, 
particuhtrly the Standard (lil Comiiany. that the rea.son for the existence of the 
tru.st is that the iirices of their iiroducts have been reduced mmdi more than the 
prices of other jiroducts. When you spoke of coal I supposed you spoke of soft 
coal. There has Immui no trust in soft coal. e.xce])ting one formed within a week 
or two past. There was none at tlial time. The figures you have (iiroted show 
that there has been a very much larger reduction in coal than oil.—A. I should 
say that the comparison is rather unfair, for you take oil at the point of produc¬ 
tion and coat at the jioint of (hdivery, where it has acquired cost hy every move¬ 
ment. Let us reverse the case, and take oil at the seaboard: take the price of oil 
at the seaboard at that time. 

Q. Take them both at the point of production. I believe the same conclusion 
would hold good. What would it have cost to ship a ton of that coal from the 
initial point'?—A. It depends on the initial point. 

Q. In the vicinity of Pittsburg'?—A. It would have cost more than one-half of 
the $13, at least, to get it there. lam not (.(ompetent to state the priceof coal, 
and I am not defemling fliis gentleman’s figures. We are speaking of the condi¬ 
tions of the time in the mind of the man who did the writing. 

PRICES OF (Ttl'nE on, .VT THE KEAnOARI) IN' 1867 AND AT PRESENT. 

Q. (By Mr. Smyth.) I .should he glad to know as to the comparative co.stof oil 
delivered at the seaboard to-day and in 1867. and the co.st of coal (hdivered at tlu' 
seaboard to-day and in 1867.—A. In 1,86.5 and 1807 existing conditions w(!ro very 
much the same, with this diffenmee, that crude oil was higher. The price of 
coal remained about the same ladween 1865 and 1867, but in I 860 the statistics 
show that the cost of crude oil at the seaboard was 57 cents a gallon. 

Q. What is the price of crude oil delivered to-day'?—A. $1.37 or $1.40. 

Q. Per gallon?—A. Per banad. 

Q. Can you give us the gallon juice to-day, so as to make a comjiarison?—A. It 
is somewhere in the vicinity of 5 cents a gallon. 
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Q. Then the rednction has been from cents to 5 cents. Can you tell ns about 
coal?—A. I do not know anything about that. 

Q. (By Mr. Ratchfobd. )" Was that 117 cents the normal price at the period of 
which you speak?—A. I can not tell you as to that. 

Q. I asked the question because you stated in one of your papers that oil fluc¬ 
tuated from 10 cents to $3..50 a barrel at the well.—A. From 10 cents to $1.75. 

Q. I understood you to say $2.50. It seems the price of oil has taken some 
very rapid .lumps up and down.—A. We are now discus.sing a period in the oil 
business when it was controlled entirely by speculation. The business had hardly 
gotten down to a stable basis and the value necessarily changed rapidly in those 
days. 

y. (By Mr. FAUgiHAii.) In the statement yon were reading from, were the 
prices conditioned on speculation entirely, on production, or on transiKirtation; 
that is, the fluctuation from 10 cents to $1.75?—A. I think they were conditioned 
on all three, but mostly on transportation—the difficulties of getting the oil to 
market. 

Q. (By Mr. Piiii.i.ips.) Was not the fluctuation from 10 cents to $1.75 caused 
by strikinga large number of flowing wells?—A. Overiiroduction. We had never 
had a consumption equal to over 1,200 barrels a day up to that time. The consump¬ 
tion was 1.200 barrels a day, and a constant outflow of 7,000 or 8,000 barrels a day 
caused depre.s.sion. 

Q. (By Mr, Farouiiab.) Overproduction at that period—it is not possible to 
account for it by a combination of producers?—A. Oh, no; not at all. 

THE PKODUCTION OF OIL IN 1861). 

For 10 years up to 1860 the amount of oil produced was about 25,700,000 barrels. 
Butler, Arm.strong, and Olarion counties, and Ohurch Run, near Titusville, proved 
the iiKcst active centcrsof oil development during that year. Small extensions in 
the |)rodu(ung territories at Rousi'ville and Cherry Run were made and there was 
some excitement over a few large strikes on West Pithole Creek. On January 80, 
1.860. the Pittsburg Commercial Gazette report<;d 68 refineries in operation in Pitts¬ 
burg, and stated tliat the iietroleum trade of the city amounted to $18,000,000 per 
year. On February 12 a meeting of oil producers was held at Titu.sville and the 
Pi.'troleum Producers’ AssiMuation of Pennsylvania organized (being the first a.sso- 
(dation of producers), with George K. Anderson, president, and F. W. Andrews, 
viiaepresideiit. This association was called into existence to take cognizance of 
the statistics of the region, for the better protection of the trade. The shippers 
and buyers of that day had lieguu to influence the speculative market by reiiorts 
and by bulling and bearing it to their advantage. The pur]iose of this association 
was to gatlnu’ statistics and to imiuire into the general condition of the trade for 
tins betterment of the producers, and from what I know of it I say now that it was 
ne(;essary. On March 11 it was reported that tin; Vera and Blake well, Petroleum 
Center, which was opened Sepbunner 22, 1868, b.ad sold, up to date, 22,699 barrels 
of oil, for which the owners had reisuved $98..500. July 1, 1869, work was begun 
on the e.xtension of the Januistown and Franklin Railroad, from Franklin to Oil 
City, contracts being let for the entire distance, including the tunnel at Oil City. 

y. (By Mr. Jenks. ) Was the producers’as.sociation dhstinct from the refiners?— 
A. Yes; it was distinct from the refiners’ association. 

y. (By Mr. Phu.i.ii'S.) It was not a chartered company?—A. No; it was not a 
chartered comi)any at that time, but it led into other associations and agencies by 
which stock was issued. 

PRICES OP PETROLEUM IN 1869 AND 1870. 

At the close of 1869 the New York Daily Bulletin said; " The price Of petroleum 
ruleil higher during 1869 than during any of the three previous years, and those 
engaged in the prodtudion of oil have received larger profits in comparison with 
the capital employed than during any previo'ns year. The profits of the refiners 
and itealers have been fair, but very much less than those of the class first men¬ 
tioned. Pueculation has been pursued on a colossal scale, and prices underwent 
great ^d'yiolcnt fluctuations. But notwithstanding this the year closed with a 
much Sinaller volume of failures than n.sual, and on the whole was singularly 
exempt from any serious financial disaster.” 

Values showed a downward tendency in 1870, and the market steadily declined 
from the prices established during 1869. The extreme range was from $4.90 per 
barrel in January to $2.75 in August. The year 1870 closed with petroleum at 
from $3.30 to $3.50 per barrel. 
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That decline may lie accounted for in a great measure by the hostilities between 
(iei-niany and Prance, for the closing of their ports against us operated seriously 
with the oil business of this country. 

In January. IKTO. the first well drilled on the bluffs on the Robinson farm, at 
Parkers Landing, started at 40 barrels a day. In February a petroleum associa¬ 
tion was formed by Cleveland refiners for the purpose of protecting the refining 
interests of that city. 

y. (By Mr. Jknks.) In Febru.ary of what year was this refiners' association 
made?—A. 1870; refiners'a.ssociations were very prolific in those days; they were 
found wherever the refiners were, exactly as the jiroducers were associated. 

The year 1870 was a very important year in many respects, because of the strik¬ 
ing of the well at Bradys Bend; that developed fourth-sand territory. The finding 
of a flowing well in that country rather agifatisl tlie trade an^ stimulated things. 
Large and impoi-tant developments were made at West Hickory. Coming all at 
the same time, these new developments created a very .serious .situation. 

y. (By Mr. Hmyth.; What w;is the percentage of increase .just at this time 
from the flowing wells?—A. I can not state the percentage, hut it was very large. 

Q. You said a little while ago consumption of the world was twelve hundred 
Darrels a day?—A. I w.as speaking then of the overproduction in 1861, which was 
caused by large flowing wells. 

eROOUCTION A.MI) 1>IP1! I.INES IN 1870. 

Q. Whatperioil are you now speaking of ?—A. 1870, or a year later. Parkers 
Landing at that time a.ssumed very formidable proportions. There were at least 
twelve to fifteen .separate, individual pipe lines; and there was one. named the 
Mutual Pipe Line, .pist reaching the Karns Pipe Line, organized that year or tlie 
year before, which hegaii huying oil on the same terms as the other lines. At this 
time the other liipe lines were bidding tor the production, probably 800. but not 
exceeding 1,000 barrels a day, at Parkers Landing, The Karns was one of tliem. 
It would take oil on the same terms as another line; (‘aeh line framed its own terms, 
and many of them had drawbacks, rebates, and private contracts with producers 
and shippers. Competition was such that they were forced into that in order to 
get bii.siness and iireveiit others from going in. 

On April 0 the iiroduction of the Petroleum Center district was estimated at 
1,430 iiarrels a day. The Karns Pipe Line began taking oil upon the same terms 
as the Mutual—‘J.-i cents a barrel transportation charges and 3 per cent for loss. 
By October, 1870. the total production of the region had reached nearly 30,000 
barrels a day. The .lames S. McCray farm, which had a daily iiroduction during 
Oetolier of 3 , 08 (i barrels, declined to 1,044 barrels in November, a falling off of 
743 barrels a day. 

Tlie important development of the year was in April, at Annstrong Bun, 8 miles 
southwest of Parkers Landing, which had an initial production of 1,000 barrels 
a day. The production declined rapidly, hut other wells equally priHliictive, with 
lietter staying qualities, eamo in later on. This was the first flowing well found 
south of Scrub Qras.s, and attracted universal attention. 

OPER.ITIONK IN 1871. 

The Titusville Oil E.xchaiige was organized in 1871, and was the first regularly 
organized exchange in the oil country, although the trade at Pittsburg was organ¬ 
ized some years previously. Exchanges were likewise opened at Oil City and 
Franklin. 

The Titusville Herald places the daily production of the Pennsylvania field, on 
April 11, at 14,.').'?1 barrels. 

Q. (By Mr. Phillips.) That was in 1871?—A. That is in 1871; yes, sir. A.D. 
White, reporter for the Petroleum Prodiieer.s’ Association, for the lower district, 
issued the following report for July in Parkers Landing district; 

‘•There are 441 producing wells, of which fill iirodiice all tlie oil, and average 
10 ^ barrels per day, while the daily average of all wells is r>i iiarrels. The average 
depth of the wells is 1.060 feet, and the average co.st of completing a W(dlj$<’>,800.'’ 

Hints of speculation by pipe lines in the production of oil increased; there were 
more than hints; there were rumors, and in some instances the result of that 
being that oil was not held the same by any two of the existing lines. There 
were scarcely any two of them that offered the same prices for oil. The price 
was dependent very largely niioii the reiiiitation of the line for integrity. Those 
lines having a reiiutation for integrity—that is to say, oil put in their custody 
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would be found when wanted—got the highest priee. Those lines which were 
sometimes considered short got a lower price. 

Q. (By Mr. Phillips.) Did the producers ever lose any oil through these pipe 
lines to which you refer, to your kliowledge?—A. To my personal knowledge, no; 
except the ditference in the valuation of their product; there was a difference in 
valuation, hut I know of no loss. 

y. No embezzlement of oil that was left in the lino?—A. No embezzlement of 
oil. I have no personal knowledge of that. Bumors were circulated in midsum¬ 
mer of 1H7I, that the varioms pipe-line interests of Pennsylvania were about to 
merge their holdings into a single combination, the whole to bo under one man¬ 
agement. No merger ever took place, or at that time; no merger took place at 
that time. 

Operations this year took a very wide range. Bradford appeared for the first 
time in the oil reports. A correspondent of the Petroleum Oenter Record, writ¬ 
ing under date of September 29 conceniiug a trip made to Brailford, says: 

•• Bradford is a village of :iU0 inhabitants, and is altogether a very desirable point 
for the coming oil excitement whiidi we f(‘el sure is bound to break out in the 
vicinity. The Bradford well is down 90 feet and being pushed as fast as po.ssible. 
It is located near a well sunk in 1804. which had an e.xcellent showing and pro¬ 
duced some oil, but was abandoned. About 01 miles .south of this point Col. 
.1. K. Haffey has a well drilling, and the indications are good for Hndiugoil. North 
of this latter point are the two .Job Moses wells, one of which is jiroducing about 
2 bamis and thi; other drilling deeper. The oil from the Muses wells sells for 
$22 a barrel (for lubricating|mrpo.ses)." 

It is imiiortant here in this connection as pointing out that the discovery of the 
Briulford region, which was developed say 10 years later, or less than 10 yi-ars 
later, the greatest field ever discovered, was long before actual developments ever 
took place there. The (ixistence of oil. the presem* of it, was known in that 
field for at least H yiiars. and wells actually sunk even before the Butler and 
Clarion county fields were fully developed, 

Q. (By Mr. PlllLLli’s.) It did not become a factor in the oil business until 18715 
and 1877, did it?—A. 1870, I think it was, or 1.877; yes, sir; 1877. 

y. It became a factor?—A. It became a prominent factor, a leading factor at 
that time, hut the possibilities of the Held always poiub'd to it as a field for wild¬ 
cats, for some phua^ that producers could occupy their time, and b'd to over¬ 
production, great overproduction. Operations in Clarion County had reached a 
iioint near the mouth of Turkey Run, where D. L. Kistler and others found a ten- 
liarrel well. S. L. Kier, the pioneer petroleum mendiant, diu-eloped a 20-barrel 
well on tins Faust farm, near St. P<>tersburg. Marcus Hilling's well, on the Asli- 
baugh farm, near St. Petersburg, was reported flowing 2.')0 barrels a day, and 800 
wells were reporti d in various stages of operation betwi‘en Alum Rock and the 
mouth of the Clarion River at the close of October. These were all pioneer wells 
at that time. 

HISTORY op THE .SOUTH I.MPUOVEMU.N'l' COMl'A.NV.' 

The year 1872 is conspicuous for the remarkable progress in Butler and Clarion 
counties. Starting from a point at the Clarion River, remunerative developments 
penetrated to a iioint beyond Antwi'rp, more than ,~i miles, and southwestward 
to Millerstown and Hreece City, in Butler County, a distance of 1.5 miles, with 
the prospect of further extension at both ends. The inen-ase in production was 
rapid, owing to the largo capacity of the wells developed in all of the new fields. 
In addition to a very large production of crude oil, then' was an umiuestioned over¬ 
capacity of pipe lines, and an overproduction of refining plants, so that these two 
divisions of the business, refining and transporting oil by pipes, became unprofit¬ 
able. This is the year of the South Improvement Company, a movement whicli 
found few supporters in the region and was very generally execrated by the trade, 
and died, so to speak, “ a-bornin*.*’ Of all the multifarious movements having 
for the'r object the betterment of trade conditions, this one is perhaps the least 
understood. Tlie movement was a combination of the railroads and certain refin¬ 
ing interests. It had its inception with certain Philadelphia and Pittsburg refin¬ 
ers, with an agreement for cooperation on tho part of certain Cleveland refiners. 
But philosophical minds, viewing the subject from this distance, are agreed that 
it had its ongin, as a matter of tact, with the railroad interests, rather than the 
oil interests. Refiners, ever satisfied with a fair profit, had been able and were 
willing to accept their chances with the trade, but with the railroads the case was 
slightly different. 
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The development southward from 1870 brought about conditions through which 
some of the importiint railroads of the country might be deprived of a share of 
the oil-carrying trade. The Pennsylvania Road, however, was not affected by the 
transfer of activities from the Venango region to that of Butler and Clarion 
counties. The Allegheny Valley Railroad, on the one hand, serving as a feeder 
for rail shipments, and the Allegheny River serving the Pittsburg refiners, on the 
other, with barge shipments, the products ultimately coming to the Pennsylvania 
Railroiid for export and interior shipments, gave them not only a fair but the 
lion’s share of the carrying trade. The northern railway line.s—namely, the Erie 
and New York Central—were naturally affected by the transfer of operations to 
distant fields which th<>y could not reach with their existing connections. The 
first-named road was materially aided by the gathering lines of the Pennsylvania 
TransiKirtation Company, operated by Henry Harley, but the New York Central 
and its connecting lines were left without petroleum feeders of any description. 
This resulted some years later, and after the failure of the Sontli Improvement 
Company to establish itself, in the creation of iiipe lines by the New York Central 
interests. Therefore, at the close of 187:i all the principal railway lines touching 
the oil regions at any point were stu'ved by feeders or pipe lines specially pro¬ 
vided. From this period developments were .so rapid that no attempt will be 
made to trace the progress of the business clu’onologically, except by movements 
in the order in which they take place. 

Now this leads us up to the time of the South Improvement Company, when 
the overproduction of the pipe lines and the competition of the railroads were so 
very sharp, and it sought to correct all the difficulties tlnat the region has ever 
been troubled with in the way of di.s(U’imination in freights. 

Q. (By Mr. Jenks.) Have you anything Dirther to state with reference to the 
South Improvement Company?—A. I have here about 1,000 pages touching the 
whole question—the history of the luoposed movement. 

Q. You could, perhaps, make a brief statement concerning the South Improve¬ 
ment Company, and then give us additional information?—A. I have nothing 
further on that branch of the subject, unless I refer to the Derrick’s handbook, 
about what was done. The first move was to meet and combat the South Improve¬ 
ment Company. The producers combined, and the combination took in the oil 
interests of their cla.ss; well-owners, producers, and the railroads—that is, the Oil 
Creek Railroad and the small railroads of that region—felt .satisfied. 

Q. I understo(xl you to say that the railroads them.sidves organized an a.ssocia- 
tion and made special discriminations in rates, and that the South Improvement 
Company was organized afterwards?—A. Yes; but its inceirtion was with the rail¬ 
roads through the carrying trade. 

Q. Then it is your idea that the railroads suggested the formation of the asso¬ 
ciation called the Sotith Improvement Company, and that they then offered it 
special rebates, or more favorable rates than they were giving to other refiners?— 
A. That is my idea; and it is. further, my idea that it originated in Pennsylvania. 
The Standard Oil Company has been very much maligned in connection with 
the South Imjnovement Company. 

Q. (By Mr. Phileii>s. ) You .said that the Cleveland and Pittsburg refiners were 
in this movement, and then that the refiners after defending it were opposed to 
it?—A. I said the local refiners. 

Q. (By Mr. Jenks.) Then the association was made up practically of Pitts¬ 
burg ;ind Cleveland refiners for the jiurpose of getting difffTential rates from the 
railroads?—A. It was the purpose to make differential rates, but it was never 
carried out. 

Q. (By Representative Livinoston.) Were any advantages given by the rail¬ 
roads to any oil producers or refiners?—A. I am not aware of any. 

Q. (By Mr. F.^rquhak.) Was this South Improvement Company incorporated 
by the legislature of Pennsylvania?—A. It was incorporated under some other 
name; I think th<!y purchased one of the numerous charters under the old consti¬ 
tution, prior to 1873. I do not know just what name the charter was fir.st issued 
under; but whatever it was, they had, among other things, power to change the 
name of the corixuation. It was a charter issued by the State of Pennsylvania. 

Q. (By Mr. Phillips.) A special charter? 

Q. (By Mr. Farquhab.) That is the very question I wanted to ask. Was it a 
^cial enactment that gave authority to this South Improvement Company?—A. 

Q. It was incorporated for the purpose of refining, transportation, sales, and 
everything else?—A. That is the way I understand it, and I think to operate 
railroads also.' 
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Q. What interest did tile Pciinsylvaiiia Railroad have in the South Improve- 
inont OnnpanyV—A. The conviction was f?enenil in the oil nif^ion that the Pennsyl¬ 
vania Railroad was really behind it. It never passed beyond suspicion; there wa.s 
no proof of it. 

Q. (By Mr. Jrnks.) Then, if I understand you, when this af^reement came to 
tin; knowhsl^^iMif the public, there was so great an outcry on the part of theother 
refiners tliat the company itsedf was abandoned and its charter annulled by the 
legisbitureV—A. That is substantially the whole story, it rose and fell within 0 
m< mills. 

Q. And nothing further was attempted?—A. Nothing further was then at- 
tempteil. 

(J. (By Mr. Phillips. ) Are yon aware that after the South Improvement Com¬ 
pany charter was auuuiled and the snbsecpient contract with the producers and 
refiners of oil by the railroads was made, giving eipial rates to all without 
rebates or other (iiscriminafions, thatdeorge 11. Blanidiard, second vice-president 
of the Erie Railway, testified before the Hepburn committee, in 1871), that said 
ismtract only lasted two weeks?'—A. I have no knowh'dge on the subject at that 
liarticular time; I am not familiar with the investigations of the Hepburn com- 
mitti'c. but I understand that such an inquiry was made in 1871); I can not testify 
as to exact date. 

Q. ff this wi'i'c a faid, would it not leave the .same rate.® prevailing that jire- 
vaileil under the Bouth Improvement—that is, the same discrimination?—A. No; 
I can not say that. I merely recall now my own assent; and I wish to substi¬ 
tute for that, that I do not know. 

HKP.ATKS I.V VOliri.'. BEFORF. TIIF, TIME OF THE SOUTH I.MPKOVEMF.NT COMPANY. 

Q. (By Mr. Faiw^Ttilvr.) Is it a fact or not that every one of the pipe linos, up to 
the time of the establishment of the South Improvi'ment Conqiany, gave rebates 
and drawbacks? --A. 1 believe it is; they gave special rates to favored customers. 

Q. Without an exception?—A, I can not testify so broadly as that, but 1 have 
heard it variously stated that such Avas the case, and I know one liarticular 
insfanei'. 

(^. (By Mr. Phillips.) You know one particular instance?—A. One instance 
came to my knowledge in such a way that it was iiuiire.ssed on my mind. 

Q. But you have noiiersonal knowledge that then' were such rebates?—A. Yes; 
I have iiersonal knowledge of that—my knowledge of the contract. 

Q, Of fhe .lilfemit pi])e lines?—A. Not of the different ]iiiie lines. I said it had 
been variously stated, and that I know of one particular case. 

HISTORY OF TIIF. CONSTRUCTION lU-' PIPE I.INES. 

Q. You know of only one particular case in which rebates were given?—A. 
Yes. We now ccmie to the question of pipe lines. The first line, as 1 said this 
morning, was the Vansickle line, .5 miles in length, e.xteuding from Pithole to the 
Miller farm. 

Q. Ahouf what distance?—A. About 5 miles. Simnltanoonsly with the starting 
of that line, another line was begun from the same point, that is to say, Pithole. 
anil extended to the Allegheny River, 7 miles in length, called the Pennsylvania 
Tnhing and Transiiortalion Company. Th(‘ ne.xt enterjirisi' in order was the 
Pickett A Bherman iiipe line, extending from Pithole possihly 101 miles. About 
the same time Harley & Abbott constructed a pipe hue from Beuninghofl: Run 
to the .Shalfer farm, a distance of 3 miles. The next eiiteqirise was Warren's 
1i III', from Pithole to Heiirys Beml. From this small lines of l.i to r> miles in 
length, hut more generally 2 miles than a, were exteudeil from year to year. 
There were very tew .7 miles in length, but at vanous times they were all differ¬ 
ent l•oncerns. Tidionte ban its system of pipe lines, and tlie Empire Trans])iir- 
lalion Comiiany was ojierating Pickett & Sherman's line, and several distinct 
gallicring lines in different parts of the field at the .same time. The first pipe 
lines were laid in what is called Parker's district, in 1800. Possibly there was a 
small heginning in 1868. In 1800 pipe lines began to be recognized as carriers. 
The first line tliere was the Parker, Thoiiqisoii & Company; tlie next was the 
Karns. Aiiout the same time, however. Martin & Harms, of Petroleum Center, 
hnilt a line known as the Foxhurg line, subsequently named the Mutual Pipe 
Line. Tlien followed tlie whole Mutual Pipii Line system extending ont to St, 
Petersburg and running throughout Clarion County, throughout the entire field. 


‘See p.041. 
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10 or 12 miles. The Mutual became quite an e.xteusive concern. The next m 
order was the Grant Pipe Line, at Paikers Laudinff, a small gathering line, get¬ 
ting its oil from the Black and Milford farm.s, at Parkers Landing, and tenni- 
nating at the river and railroad.s. Previous to this time and during the Pithole 
developments and those immediately following it around Fagnndas, Vandergrift 
& Forman started a sy.stem which was later e.xtendod to the Cranberry district. 
Pine Grove Township, and the Milton farm, and, with the oiiening of the large 
wells in Bear Creek Valley, to the river at Bradys Bend and throughout the 
producing district in Butler County, and subsequently to Concord Township, in 
llutler County, on the development of what became the Greece City field. This 
line formed a nucleus of what is now known as the United Pipe Lines System. 
The next in order was the Relief Pipe Line Company, .starting at Millerstown 
and terminatinjr on the Allegheny River. This pipe-line development brings us 
down to the period 1874-7.5. and what I have named thus far haddieen constructed 
on one side of the river; that is, on the side of the Butler and Armstrong develop¬ 
ments. On the other .side there was equal activity. Marcus Hulinga constructed 
the Antwerp Pipe Line, taking oil in opposition to the Mutual Pipe Line. Later 
on the American Transfer Company commenced to compete for business. Then 
came the Atlantic; Pipe Line. All these; lines would average about 10 miles in 
length—from 7 to 10 miles in hmgth: possibly the Atlantic might exceed that, 
for the reason that they had two termini, (me on the river and one on a branch 
railroad. Two of these lines subsecpiently constructed trunk lines from the 
Clarion field to Oil City, and delivered oil then;, which was at that time a com¬ 
mon point. Common points were points of common shipment where stated rates 
were given. The aim of the pipe line, so far as possibh;, was to rear;!; a common 
IKjint, to get the advantage of the freight rate. The original pipe linos were 
merely transporters of oil, but through the cxig(>ncies of operation they be(;ame 
buyers of oil; not in their corporati; capacity, but by .some arrangements outside 
of the corporation.' Each one of them had a imrch.asing department and the 
prices in all lines varied to some extent. Very rarely was the same price stated 
at the same time on two lines. This condition exist(;d up to 1877. 

(.ORFEME.NTS WITH RAILROADS FOR THE F.STABLISH.MENT OF THROUGH FREIGHT 

RATES. 

The result of this enormous competition and overcapacity of pipe lines was 
that no line was able to eani by its legitimate function .sufficient to sustain itself. 
Therefore, the purjio.se of the associ;ition you speak of by tlu; railroads was to 
establish a through freight rate. These pijio lines were in .some manner connected 
with one or the other of the four leadingrailway lines, and tin; rate (jf freight was 
established from the wells to the seaboard, or from tbe rcfini;ry, wherever it was, 
to the termini. In 1874 Mr. Rutter, general freight agent of the New York Cen¬ 
tral Railroad, i.ssued a new freight tariff in which it was e.\pr(‘ssly stated that all 
shiiipers receiving oil from pipe lines would have rebated to them 22 cents a barrel." 

This was the beginning of th(; rebating a.sse.ssmi>nt or charge. Considerable 
tumult w.as occasioned by this circular; meetings were held, resolutions adopted, 
and an attempt made to influence the railroads to abandon the rate; at all 
events that is where the rebate charge of 20 or 22 cents a barrel, about which 
testimony has been taken by other commi.ssions and which was given to pipe 
lines, started. Both the jiipe lines and the railroads wanted the oil, and their 
principals, or whoever they were, whatever railroad was back of +hem, were satis¬ 
fied to divide the freight tariff with the pipe lines in order to get oil freight for 
the railroads. 

Q. (By Mr. Jenks.) Did all those who shipped oil over these lines generally 
receive this 22 cents rebate?—A. Yes; all .shippers who patronized the pipe 
lines within the pool, but not all pipe lines either—I want to correct myself on 
that point, because tlirough the active competition, about 1873 or 1874, a pooling 
arrangement was entered into by the pipe lines; it was an attempt on their own 
imrttoget the pipeage. Failing in that they failed to make a success of their 
organization with the pipe line association. Then they brought out the Rutter 
circular, in which I think all the railroads concurred. If the circular is of any 
interest you will find it already published in the inve; tigation before tin; Manu¬ 
facturers’ Committee in 1888. It would be loading down your records to (luote it 
again. 

THE CONSOLIDATION OP THE PIPE LINES THE RESULT OF EXCESSIVE COMPETITION. 

This condition existed from 1874 until some time in 1877, when there was a con¬ 
solidation of certain pipe-line interests. This con.solidation grew until about all 
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I, III? pij)o lines in the region were meinhers of one firm known as the United Pipe 
Lines Company. The organization was effected some time in 1S77 or 1878. The 
United Lines started, as I understand it. with a capital of $8,000,001), and acquired 
by purchase the pnqjerty of the Columbia Conduit Company and the Empire 
Line, these two being the strongest, and a lot of smaller lines. 

Q. l)o you think the cause of this combination among the pipe lines wa.s the 
e.xtraordinary (Winpetition that existed among them practically making the bnsi- 
ue.sH unprofitable y—A. There is no question about it. It was the overcapacity 
of pipe-line enteiqu'ises, or the eagemess with which individuals rushed into it. 
Nearly (svery person within a mile of the railroad handled his own oil. so far as 
it was lOTssible. By getting the small lines in that way they formed the nucleus 
of other lines. Having to take a little (capital luu'e and there, they got into the 
pipe-line business. The pipe lines were not ecpial in strength and capacity or 
integrity. This period of the overproduction of pip(^ lim^s resulted in a great 
deal of embarrassment to the trade. It is a matter of piiblh; information that 
some of the lines were not able to make deliveries on demand. Suits were entered 
in the courts for false statements after the pipe-line law of 1874 went into effect. 
That was the cause of the (Consolidation of the pipe lines. It was a necessity. 
The business could not have existed had it not been done. 

y. ^By Mr. Puil.T.ll’s.) Was not there more than one suit entered of the kind 
of which yon speak?—A. I recall but one at this time. 

Q. Yet there was a multitude of pijie lines at the time when the suit was 
entered for false stateinentsy—A. I say that from information, because I have the 
information here. I only speak of what I know.- This leads up to the consolida¬ 
tion of the pipe lines. When tliis consolidation took idace. during the period of 
the greatest tribulations among the pipe lines, from 1874 to 187(). the daily pro¬ 
duction fell from 2!),!);i7 barrels in 1874 (o 24..')l)l barrels in 187(1. It rose in 1877 
to 3.7.1188 barrels, ami in 1878 to 41..')4'1 barrels. From that time on until the high¬ 
est production in 181)7, which was 11(i,3.i7 barrels, there was an annual increase in 
production. 

Q. Was not the production in 1878 larger than you have named there, being 
after the Bradford field was opened up?—A. Eighty-one tliou.saiid barrels.' 

Q. Hid not the Bradford field at one time produce 80,0(10 barrels ]ier day?—A. 
That was said to be the case; it was about 1880 or 1881. The year 1878 was the 
period of the parlier developnients. 1 liavi' Innird it stated as a matter of fact 
that the United Pi])e Lines, which began business (ju a caiiital of iiCt.OOO.OOO, 
afterwards increased it to five million, but paid no dividends for 3 years after its 
organization, or until after the opening of the Bradford field. 


THE OWNFJtS OF THE UNITED PIPE LINES. 

Q. Who were the owners of the United Pipe Lines then; and who are they 
now?—A. I can not say who they were then; the National Transit Company 
owns it now. 

Q, Did the Standard Oil Company control the N.ation.al Transit Company when 
it was organized?—A. I can not say as to th.at; I do not know tliat they did. 

Q. Do they iirobahly now?—A. The National Transit Company? 

Q. Yes.—A. It is a part of the Standard system. 

tj. And wa.s from its inception?—A. I do not know wlio the owners were. 

Q. It is the Standard's .sy.steiii, then?—A. Y'es. 

CJ. (By Mr. Fabquhar.) Can yon state at what time tlie Standard took an 
interest—an immediate pecuniary interest in fliis jiipe line; what year?—A. Well, 
that w'oiild he very difficult to answer. I should say alioiit 1877. 

Q. (By Mr. Jenks.) It was the refiners practically who organized the United 
Pip(' Lines system?—A. Yes; the Standard W'as an aggregation of firms. It was 
not a Cleveland concern alone. What we know of the Standard is tliat it was an 
aggregation of the strongest refining concerns in the country. 

l^. And theyorganizedthemselves into apipe-liiiesysb.'iii'?—A. Well, theywere 
in it. 

Q. (By Mr. Phillips.) They controlled it then and control it now, do they 
not'?—A. It is a part of what is known as the Standard sy.stem. That is as near 
as I can answer you. I guess there is no secret about that. 

Q. (By Mr. Faequhak). What proportion of interest did the Standard Oil 
Company have in the United Lines in 1877?—A. Well, I have heard it estimated 
that 111 1877 they took a little more than one-half, because in the formation of the 
United Pipe Lines, a ntiuiber of pipe-line owners retained their interest and became 
officers in the United Pipe Lines. 


' Sou tiililf ol' iirmhH'tioii, 
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So that the establishing of the pipe line was a nintual arrangement between 
the refiners?—A. It w'as a nnitnal arrangement. 

Q. But principally of interest to the Clevelamlmen?—A. Principally of interest 
to the Clevelainl men. 

Q. (By Mr. Piiii.i,ii>.s.) They were the largest holders?—A. Well, I am not pre¬ 
pared to say that, hecansf^ I do not know. 

Q. (By Air. Farquh.vk.) But the parties in Cleveland interested at that time 
in the so-called Standard were the .same parties as are now interested in the 
Standard companie.s?—A. I beliovt! so, with vi>ry few exc(!ptions. 

<j. This Vandergrift & Forman Cominany?—A. Yes; Mr. Vandergriftwaspresi- 
ilent of the line. He was the first pre.sident of the line and remained the president. 

Q. The Rockefellers were in there as managers?—A. I never understood that 
they were. 

Q. (By Mr. Pmi.Lil’S.) Was not Vandergrift president of this line for some 
years?—A. I believe he was; I know that he was. 

y. You do not know when he resigned?—A. Yes; I do. He loft the s(!rvi(!e 
about IWo. or Avithin a year or two of that time. 

Q. And about the same time resigned his position as director of the Standard 
Oil Company?—A. I never understood that ho was a director of the Standard Oil 
Company; I.am receiving now my first information on that point. 

y. I have been informed that he was acting in thatc;ipacity.—A. It is needless 
tor me to .say the information is not common in the oil country or I <;ei'tainly 
would have heard it. He was conn(‘cted with the Imperial Refining Comiiany. 
Vandergrift & Forman and .Tolin Pitcirn were very large holders in that; it 
passed to the Standard Oil Company. 

Q. (By Mr. F.vkvuii.vk. ) But that was chiefly Pittsburg money and not Cleve¬ 
land?—A. It was all Pittsburg money or railroad money in the Imperial Refin¬ 
ing Company. 

THE PAI.E IN' PRICES .\.N'1> ATTEMPTS TO LIMIT PROOfCTION. 

In 1S83 I find the largest daily output. That was thi; period of the development 
of the Bradford field. It was 8S,;j.o8 barrels. The sudden increasi^ could have 
but one effect upon prices, and there was a downward tmidency. Prices dropiied 
of n('(;essity because there was more oil than the world would take. I will run 
over hastily the period when this depression made itself nio.st manifest. In I8(i(i 
there Was an agitation for a .shut-down moiement with the object of bettering 
the condition of the producers. In 18(i3 right after the (iiu-iod of Hie flowing wells 
we have noticed that there was a movement to turn flic stopcocks on the wells 
and retard iiroduction. In IHT'I there was an agitation for a su.siiension of oiiera- 
tions both before and after the agitation concerning the South Imiirovement 
Comiiany. The first practical shut down went into effect that year—a shut down 
that was very successful and included both production and drilling. It was 
almost absolute, as nearly absolute as anything human can be. 

y. What effect did that have on the price of crude oil?—A. It raised the price 
of oil. 

(jJ. (By Mr. Ratchforp.) Was th.at the main obiect of that agitation?—A. The 
object of the combination was to increase the price of crude oil which had been 
depressed by competition. 

y. ^y Mr. Farvi HAR.) How long did that shutdown last?—-A. Thirty days, 
y. Do you know how many barrels were comprised in the shut down?—A. Well, 

I said it was almost total. 

y. Total?—A. Yes; the daily production then was 17,0fH) barrels; it was practi¬ 
cally total. 

y. This was an agreement between all the producers in that field?—A. An 
agreement between all the producers in all the fields, 
y. In all the fields?—A. In all the tield.s. 

y. (By Mr. Piiii.Lips.) Do yon know about the effect of that afterward.s? Did 
it induce a large amount of drilling ami increa.se the production? Do the facts 
.show that there were a great many more wells drilled immediately after the shut 
down than before, through anticipation that pri(*s would remain high?—A. Tluvt 
effect was apparent, but it does not account for the great deidine in production 
during the next year. There was an impetus given to drilling for the next It 
month.s after the shut down that made itself seriously felt in prices; but the 
decline that took place in 1873 was due to the large wells in the neighborhood of 
Millerstown. At that time we had, to vex the trade, several points where they 
were getting wells averaging from 700 to 1.400 barrels a day. I am speaking 
now of initial production. Take what was known as the Troutman, Modoc, Mil- 
leratowu, and Buena Vista—that section has lii'cn (irodiictive of very largo wells. 
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PRODUCTION INCREASED BY DEBPENINO OLD WELLS. 

Q. Was not that enlarged production caused by the fourth sand running 
through under the third sand belt, so that it was only necessary to deepen tlie 
wells about 60 feet? Were not a large number of third-sand wells deepened to 
fourth sand at comparatively little (iost at the period to which yon particularly 
refer?—A. That period comes later. Fourth-sand discoveriiw were made in 1876, 
but the development had no considernbh! effect until 1874. Its presence was felt 
in 1876 in the Karas City district, in the Tack and Morehead wells. 

Q. That was the reason that the otinus were deepened?—A. That was what 
caused the wells to bo deepened. From that time forward during the next year 
the most renmrkable development evi^r seen in the oil region was sprung upon the 
trade. No one was in condition to receivo it. All that was needed was to drill 
less than a hundred feet, from titi to 8.5 bset—that is, one day’s drilling—to deepen 
a well from one rock to another and oftentimes (piadraple its capacity. 

Q. The increase by deepening those wells was about 16.000 barrels per day, was 
it not?—A. I have no doubt but the rapid development of the field lasted for 
about 6 months. Most of the wells were not deepened before midsummer, 1874, 
because we found the production of 1874 only 6,000 barrels gi'cater than the pro¬ 
duction of 1876; that is, the daily production. 

THE SHUT-DOWN .MOVEMENTS OF 1873 AND 1874. 

Now, about 1873 there was a disposition on the part of the producers in every 
section outside of that in which these large wells were found to suspend operations. 
The remuneration was so .small as to leave no inducement to continue, except 
for a big well. In 1874 an indepeiah.-nt shut-down plan originated in Clarion 
County. I will not <;all it indepemh.'nt because it was local. The n^gion at larg(! 
did not participate to any great extent. In the northern extremity of the Clarion 
fields at this ixTiod .some very large flowing wells were found, and prices were 
naturally off that year, the (Ximpetition among the pip(< lines not leaving them 
anything. So there was an agitation for a shut down, which was only effective 
locally. In 1876 a plan was started for pooling the suri)h.s oil as a means of 
advancing the market; but conditions improved so rapidly about midsummer 
that it became unnece.ssary, and there was om; of the greatest bulges in the mar¬ 
ket ever known since the trade had become established on what might be called 
a firm footing. The advance to 84 a barrel in the tall of 1876 was respomsiblo 
for nearly all tla; ills that followed for the next 10 years; it called the attention 
of persons not perm;inently engaged in the oil business to the great amount of 
money to be obtained through drilling wells. Prices did not continue long at $4. 
In the fall of that year a p(>culiar development was started in the region of 
Bullion. I siiy iieculiar. becausi; it was to one side and out of the usual line of 
oil belts. This field, not gi'eat in (‘xtent. was yet large enough to add within 2 
years 6,01)0,000 barrels to the production. Bradford coming on at the same time, 
gave the producers about the worst (piarterof a ytar they ever had, and it might 
be extended to a quarter of a century, because prices have scarcely recovered yet. 

ORGANIZATION OF THE I'UODUOEKS' DlioTECTIVE UNION. 

.In 1877 and 1870 what was called the Producers’ Protective Union was started 
in a small way as a result of the effect of the Bullion development on prices. It 
was the work of a few producers at Elk City, in (fiarion County, vyho thought 
that by uniting their inteiusts and suspending operations they might induce their 
friends and neighbors to ,ioin them until they formed an unbroktsn chain. David 
Armstrong formed the first union and within a short time became the head of an 
organization taking the name of the Petroleum Produeei'.s' tJnicjii. This move¬ 
ment continued for two years. When once fairly started Mr. B. B. Campliell, 
who was called to the presidency, carried the organization along for a greater 
period than any others of a similar nature that had ever been formed up to that 
time. Organizations since that time have lasted for longer periods, but up to 
1876 no similar movement had lasted two years. 

SUITS AGAINST MEMBERS OF THE STANDARD OIL COMPANY AND PIPE UNES. 

This movement, which started as a protective concern, developed rapidly into 
an aggressive organization. They undertook to fight the transportation compa¬ 
nies and the railroads. Suits were .started in the Suprenu'Court of Pennsylvania 
to annul the charters of piiie lines, and criminal actions imstitutod against some 
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Df Hie owners of th(‘ iiipe lines, nienibers of the Standard Oil Company. The 
object of these suits was never developed. The aim, if it was to improve their 
condition, failed of its purpose. 

Q. Where were the suils brought a,itainst members of the Standard Oil Company 
and the pipe lines'A-A. .-V suit against members of the Standard Oil Company was 
institutisl in (darion County; the proceedings against the pifie lines were in 
Venango County. 

y. \Vas that .suit tried in Clarion County or was it removed from (.darion 
County?—A. It was not tried anywhere and was not removed from Clarion 
County. 

Q. Did they not take an am.eal to the supreme court tit Philadelphia?—A, No 
doubt they did. but. as I understand it, the suit was settled outside of court. 

Q. Yes, Imt after an appeal was taken?—A. I am not clear of! that point.' 

Q. It was a suit tor conspiracy, was it not?—A. It was called a suit for con- 
spirtiey. but it hardly was a conspiracy from the fact that it wa.s never tried. 

CON’DITION o|.' eitOnrcKRS not IMT’KOVKO BY TIIF. OOMBI.N-YTION. 

Q. (ill. certainly not. You have covered the ground very fully; you have said it 
was a criminal suit?—.V. The condition of the producers was no lietter after the 
termination of that eomliiuation than it was before. The production continued 
toinere;ise. and prices were falling with the .additions to the stock. In tUTi) the 
daily prodiielion was .‘il.'KK! barrels and the price cents. When the move¬ 
ment w;is started in Is” the daily production was ;!.■),988 barrels and the price 
.8'?.811;. That was the average tor the year. That is what makes me say the con¬ 
dition of tln'iirodueers was no better at the end of the combination than it was at 
the beginning. The great increase in drilling had not ceased to any extent: sto<;ks 
had aci'umulateil and [iroduction imu'ea.sed. In 1881, during the development of 
the white-saiul pools in Warren County, an individual .shut-ilown occurred among 
the heavier opiu'ators. It was partially successful. 

TIIK I’lloon’KRS' .ISSIKT.YTKI) oil, COMl’.YNY. 

In 18S-1 there was an attempted eombin.'ition of producers to restrict drilling. 
The movement, while very general, was only partially successful. That was the 
year of the Thorn ('rei'k develoimient. the period when very large wells were found 
in a small anal. The )iersons engaged in engineering the shut-down of 1884—that 
is, the combination of 1884 for the improvement of prices and the betterment of 
the condition of tin- iiroducers—claimed and alleged that the failure was due to 
the want of cooperation on the part of the Thorn Creek operators, for it was car¬ 
ried out very generally through other sections of the field. One of tho results of 
this was the formation of what is known as the Producers' Associated Oil Com¬ 
pany, which is in existence to-day. This was a company formed by all the compa¬ 
nies,.all the ('xisting))roducing companies, taking some of the shares. The capital 
stwk, I iHilieve. was .81.000.000, and the shares were parceled out to e.xisting 
jiroducing companies. It became n('ces.sary to imrcbase iiroperty in order to 
curtail production or stop the drilling. Purchasing was re.sorted to by the A.sso- 
ciated Producers' Comjiany, and all the shareholders participated in the profits 
accruing. It was considered a very wise arrangiunent at that time, and the fact 
that it is still in existence and doing business would attest that it was in every 
way. In connection with that I want to state another movement, born of it. It 
was a drilling contract, known as the boundary-line contract, entered into by the 
operators connected with a subseipient .shut-down. It was the contract of the 
shutdown combine of 1887 and w'as an agreement between the producers and the 
Standard Oil Company for mutual benefit. It provided for reducing proilnction 
one-third and for relimpiishing certain holdings in oil, 6,000,000 barrels, I think. 

Q. What year was that?—A. 1887-88. In consideration of the receipt of 
.■>.000,000 barrels of oil the producers on their part agreed to suspend active 
drilling operations and to restrict their production at least one-third for the 
jieriod of a year, 

BELATION'S OK THK I’RonUC'KUS' .CBKIX.T.ITION TO THF. STANPARP Oil, COMPANY. 

Q. (By Representative Livinoston.) Will you explain to the commission what 
you mean by the prixlucers? Does that take in all the producers—the Standard 
and the independent companies?—A, No; I refer now to the Producers’ Asso¬ 
ciation itself, the association in existence to-day, 

Q. What is the name of the organization?—A. It was the Producers’Protective 


> Bee Mr. Lockwood, p.ltslt; Mr. ArchlKild.p.A'j.l: Mr. Emery, p.tfSIJ. 
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Association, and it i.s in existence and organized to-day. It was organized pre- 
vious to 1887. 

(^. That does not (Jover the independent companies?—A. No; not nect^ssarily. 
It IS an organization for the hottenuent of their condition as producers, out of 
which came those independent companies which you refer to. They resulted 
from this agreement. I shall lead up to that presently. 

Q. (By Mr. Smyth.) Entirely separat^^ from the Standard Oil Company?—A. 
Yes; the organization is entirely separate from the Standard Oil Company. 

CJ. (By Reiircsentative Livingston.) Opposition?—A. It is not in opposition. 
They are in harmony in many respects; the proceedings state that. 

Q. How are they hitched together? If they an? in harmony, what hitches them 
up? 

Q. (By Mr. S.MYTII.) Wliat is their relation?—A. The remunerative feature 
tliat exist<?d in the original (?ontnu?t between the Standard Oil (company and the 
Producers’ Protective Association- 

Q. (By Representative Livingston.) Have you coi.)y of that contract?—A. The 
contract is puhli.shed in the voluminous rejiort of the investigations of the Manu 
facturers’ Committee in 1888. 

Q. When you speak of produ(?ers do you mean the Standard Oil Company and 
the Protective Association?—A. Yes. if you please: speaking of both sides during 
that one yc'ur. 

Q. (By Mr. Pinij.ips.) You spoke of the receipt of r),(M)h.OOO barrels nf oil. On 
what terms was that oil tunied over, and what was the price of oil at the time 
this shut-in niovc'ment. as it is called in the oil country, began? On what terms, 
if any, was that oil turned over to tin? producers?—A. The oil was turned over to 
the producers on condition that they suspend drilling o])erations as far us prae- 
tical)le and restrict their ])roduction at least one-third. The price at which it 
was turned over was (W c(‘nts a harnd. Tin? existing price at the time it was 
turned over was 10 cents a barrel more. The Standard sacritice<l 10 cents a barrel 
on oil when they turiu'd it over to the assiadation. 

Q. That might j)o.s.sihly })e: when the papers were drawn up it was in antici])H- 
tion. hut the day tin? contract was made it was cents?—A. I i-an only testify 
to the? facts as they app(?ar, and that is as they appear now- 

Q. (By Mr. FAuguiiAK.) You testifie'd as to tlu* agi-eemeut. that is all?—A. 
A’es, and the price when tlx* transh'r was made': oil was 71 (?ents. 

THE EXTENT (>F THE (OMBINATloN. 

T wisli you would state vei’y «‘xplicitly liow wide this comhinatiou was, what 
I’lass of producers it took in. and what control it had over the market and the con- 
sunier.---A. \V(?11,1 should say that tlu? Hgi*eement wa.s far-reaching: it took in 
every class of producers they could get in. Th(‘y m.nh' strenuous etforts to bring 
peo])le into it. and 1 beliewe gn^at saerifiecs were asked on tin* i)art of the Stand¬ 
ard Oil Company, or rather demanded, to enable some Isrge producers to join it. 

Q. (By Hepre.sentative Livingston.) Now, tlien. if T und(‘rstand that answer, 
von mean to sav that thev endeavored to get evervhodv into it they could?— 
A. Yes. ■ ■ ... 

Did they get tlnun all in?—A. No. 

Q. Whv not?-A. Widl. 1 think it might he said to he due to energy, enterin’ise. 
or hoggishness—anything you care to (adl it—that sonu' people would stay out. 

Q. (By Mr. PhilIjII^. ) The Standard j)<*ople W(‘re as anxious to havt‘ other peo¬ 
ple in as the Producers'?—A. It was mutual. 

Q. (By Mr. FAHyUHAH.) Who made the first propo.sition?—A. That I am not 
prepar(?d to answer: 1 do nf)t think 1 (wer heard it stated or saw it in iirint. 

Q. Did not tlu? proposition originatt? with this very company of which we have 
been speaking—the Ih-odueers‘ Protective Ass(H'iation? Did it oi* did it iiot?-- 
A. Well, as a matter of opinion. I should say it <lid. 

Q. As a matter of common belief?—A. Belief at tlie time: yes. Now. as to the 
other branch of your (luestion- 

THE EFFECT OF THE COMBINATION UI’CLN THE CONSUMER. 

(By Representative Livingston.) The other part ot the <inestion was: How 
was the consumer iH?nefited by it?—A. The condition of the iirodiicer was bettered 
by it. Crude oil advanced or '-ilM cents a barrel. W<? will now see? what refined 
oil did. I should say that tlu‘ parallel of increase was regular; that, taking the 
annual average, the advance to tlu? producer was no greater than the advance to 
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tlip rtifinor anil flip advance to the pnhlic. Refined oil sold in 1887 at 6} cents 
retail, and tin' averafte for 1888 was 7.1. 

Q. What was the advance, then, on refined oil?—A. About three-fourths of a 
cent. 

y. A gallon?—A. A gallon. The price was not advanced to the consumer in 
proportion to what it was to the producer. 

y. The producer of crude oil t—A. Yes, of crude oil. 

Q. (By Mr. Fauquiia r. ) Do you propose to say that the Standard Oil Company 
■stood the differencet—A. Somcl)ody stood it. 

CJ. Well, what is your judgmentV—A. If we hold that the Standard Oil Company 
produces thrtaefourths of the refined oil they certainly stood three-fourths of it. 

Q. (By Representative Livi.viisToN.) The Standard Oil Company was involved 
in that original proposition. It would seem that they were ..working for their 
health along about that time?-A. It did seem so to me; I thought so. 

Q. Now, then, what was the ulterior purpose? If they were standing that loss, 
in the end tlnsy hoped to .gain. Do you know how, in the end, they hoped to he 
benefited by the arrangement, after standing the loss?—A. That question involves 
an opinion on my part, that 1 ilo not think I would he .pistitied in submitting. I 
do not know that I can answer it in any intelligible way. To answer it would 
be to give an opinion only. 

Q. In the end they would put down competition and regain all they had lost?— 
A. No. air; that is not it. 1 can not agree with that, but I can agree with one 
branch of it. The betternnmt ami the benefit of the producer is always the con¬ 
cern of the Standard. If you kill the goose, where are you going to get the 
golden egg? 

Q. There are more geese.—A. Oh. no. The supply is limited. 

Q. (By Mr. Smyth.) Was the cost of refined oil lessened at that time?—A. Ido 
not think there was any material chan.ge in that feature of it. 

tj. They could not have recouped their lo.ss by reducing the prices in that way?— 
A. No, I think the recoveries have l)een fully made in oil and its by-products. 

I understood you to say that the price was advanced to the producer, but 
was not advanced in proportion to the <;onsnmer. Now, was the process cheap¬ 
ened in the meantime?—A. I think not. 

Q. (By RepresentativeLiviNdsTON.) The witness seems to be an intelligent one 
all along this line, and I do not see why we should not insist on having his opinion 
as to the nature of this recoupment?-A. I can state it as a matter of opinion. 

Q. Well, that is all.—A. I am very willing to state my opinion. 

Q. Where would they recoup and how?—A. Well, the betterment of the traile 
would leave a condition of harmony that could not e.\ist where everybody was 
working at unremunerative prices. 

THE C'OMUI.NATIO.N' THE UKSUI.T (jE Too .MUCH COMPETITION. 

Q. Now, that word " harmony ; " do you mean by that the killing of competi¬ 
tion?—A. What word? 

Q. The word “ harmony. " Do you mean by that the removal of competition?— 
A. My dear sir, this whole trouble was brought about by competition, too much 
competition in drilling, too much drilling. 

Q. That is what led to the combine. You needed a combine to control it?— 
A. It led to the combine, and that leads me to the question of one of tin; move¬ 
ments connected with tin' shut down of 1887 and 1888. In the drilling contract 
it was provided that the members of the association were not to drill a well along 
any line within a stated distance—that is, closer than would give an area of 30 
acres for each well. 

Q. That lessened prcxluction?—A. The aim was to lessen production, and there¬ 
fore it benefited the trade. 

Q. Now. I want you to use another word for that word harmony. You said 
trade was innuoved because it produced a kind of harmony among all the par¬ 
ties interested here. You mean that it took all the competition out of the way?— 
A. Well. 1 can not say that competition was destroyed. 

i . I do not mean to say it was, but crippled or lessened? 

, (By Mr.FARquHAnI) Hypnotized? 

. Hypnotized?—A. I will adopt that term, " hypnotized.” 

. Was it not lessened?—A. Oh, umiuestionably. 

THE LABORER SUFFERED BY THE RESTRICTION OF COMPETITION. 

Q. It it was lesseneil, who suffered hy it, the jirdducer or the consumer?— 
A. Neither—lalwr. 

Q. Lalwr?—A. Lalxir lost it all. 
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Q. That burden wa.s put on lalwr?—A. The burden was put on labor; but hit 
me say that in addition to this .5,000,000 bari'ohs of oil- 

Q. Did you not say that (irude oil increased 29 cents a baiTel.and refined three- 
fourthsof a ceiit a gallon? Now, how did the laborer bear that charge? Was not 
the increase paid to the producer, and the 29 cents a barrel by the consumer?—A. 
As far as the difference in price would be represented by the difference in cost. 

Q. Then the laborer did not bear that loss, but the consumer?—A. True from 
your standpoint and true from mine. 

Q. You have got two ways of looking at that?—A. Y^es. 

Q. You know what the Scripturii says: “He tliat .seeth double”?—A. Yes; I 
ui'glected to state tliat in addition to the 5,000.000 liarrels 1,000,000 was set apart 
in tile agreement for labor. To that e.xtent labor did not suffer. 

Q. (By Mr. Phillip, s.) Was notthat2,000,000?—A. Yes; the Standard set a.side 
1,000,000 and the association 1,000,000 to the labor, and the profits of the 2,000,000 
barrels compensated them to that extent.' 

EFFECT OK THE COMBINATION UPON THOSE WHO DID NOT OO IN. 

Q. (By Mr. Kicnnf.dv.) You said that about all of tin' iirodiioers went into this 
as.sociation, .and I infer that enough of them entered into it to accomplish the 
ob,iect that they had in view. Is that true, and i.s it true that those who stayed out 
did not affect that ob.iect? 

Q. (By Represimtative Livinoston.) A.sk him it the man who did not go in was 
not hurt. Would it not haviUieen better for him had he gone in?—A. Theoniwwho 
stayed out made a lot of inoin^y by it. because they went on drilling and secured 
large wells, .and most of them got rich. Many of them got rich by .simply taking 
advantage of the prodins'i-s’ iiec’essities. It was neces.sary to do something at this 
tiimc Producing oil was not a remunerative business, but .at the prices at which 
oil was left at the close of the year it was remunerative. Nearly the entire num¬ 
ber of opei'ators in the Washington oil field, then the greatest field we had, stayed 
out because they were getting very large wells. One person drilling along the 
line would start another, and in this way an endless chain was formed around the 
group of wells. It was just like sidling up a row of bricks and starting the end 
one—all the rest go. 

THE COMBINATION AND LABOR. 

(J. (By Mr. Phillips, i Well, did labor work in perfect harmony with that 
movement throughout the oil country—with that particular feature of it—anil 
agree lo go into the thing? There was harmony between the Standard and the 
laboring ]ieojile, was there not?-A. So far as I liave heard, there was. 

Q. (By Mr. FAitoiuiAR.) Do you think they could help themselves, whether 
they went in or not?— A. ( Ih, yes, they could. 

y. Was labor organized at that time?—A. One of the first steps of the laborers, 
the well drillers, and the tool dressers, was to combine themselves in an organi¬ 
zation. It was my observation, and 1 examined it, very closely and took a great 
interest in it. watching it from year to year, that the ilrillers could have made a 
failure for the producers had tliey been so determined. Enough of them could 
have got together to start, drilling on their own account. 

Q. (By Representative Livinhstiin.) Then, it is your observation that labor in 
that in.staiice was not damaged by the combination?—A. Not by that particular 
combin.ation, but what you referred to a while ago was t he drilling contract. 

(^. (By Mr. Phili.ips.) Was not the price of labor ]iut up after this .shut-in to 
the scale agi'eed upon in the movement?—A. Yes. there was a sc.ale adopted. 

t,^. (By Representaliye Liviniistiin.) Who paid that?—A. The oil producers. 

Q. Did they pay it in the price of the oil?—A. That is in the constniction 
account; it goes into drilling the well, that is, building the superstructure over 
tile well. It just adds that much to the cost of drilling welhs. 

Q. That does not have anything to do with the cost of oil?—xk. No, not at all. 
It diverts the iiroducers’ profit to the extent of the advanced cost. 

Q. (By Mr. Ken.NEDY.) What did you say was the period of that shut-down?— 
A. One year. 

(J. What was the amount of oil set .aside by the producers and the Standard Oil 
Company for the benefit of labor?—A. One million each, but the (1,000,990 origi¬ 
nally came from the Standard. 

That oil wa.s sold for the benefit of the Laborers?—A. After this shut-in; it 
was sold for their benefit and distributed by their organization. 


.Sod ji. 
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Q. How did the money thus distributed to them compare with the amount they 
would have earned had the work continued in that field? 

Q. (By Representative Li vinoston. ) Did tlioy lose anytliing by the combination? 

Q. (By Mr. Fakquhak.) Subse<]uently?—A. I have not right at my tongue’s 
end the amount that each individual driller received, but for the most part the 
driller constantly employed (what we call constantly employed) will perhaps 
work 2(10 days a year and make $1,000. 

(i. (By Mr. Phillips.) Did not the laborers got more out of their oil being sold 
first at a higher price than tlie producers did?—A. I believe that is true. 

( 3 . (By Mr. Kennedy.) What I want to know is, did they receive anything like 
the amount of money they would have reetdved had opi'rations continued?—A. 
About the only way t can get at a reply to tliat is to state that, there were nearly 
800 fewer wells drilled during the year of the shut down than the year previous, 
and Labor would lose the amount to be secured from drilling 800 wells, provided 
the same number would have been drilled in 1888 as in 1887. 

tj. (By Mr. Phillips.) Tliendid labor receive compensation in addition to what 
they got in the shut-in iioints?—A. It seems to me that labor received .some addi¬ 
tion in the way of increased compensation. It would be very difiic.nlt to state the 
precise loss of labor in drilling at that time. Drilling was very active in the Lima 
fields in Ohio, and gas drilling was very active also during all that period and 
furnished a new outlet for labor. But the married men living in distant portions 
could not get away, and they were the ones who would have made the trouble, if 
there was any, in that association. 

CONDITION' OF THE OIL INDUSTRY AT THE TIME OP THE CO.VIKINATION. 

Q. Were there not about 111,000,000 barrels of oil in tank on top of the ground 
when that shut-in movement was inaugurated, and was it not deteriorating in 
value and the price very low, as you said before? Was it not the object of the 
Standard and the iiroduce'-s to ])revent the deterioration of that oil and in the end 
to get a remunerative price, and also to advance the prici! of labor?—A. The con¬ 
ditions precedent to tiiat movemt'ut wi're wors(‘ tinm any that had ever existed 
before, (ireat stocks had accumulated in the Bradford field, the accumulation 
having started just Ih years before that period and still continuing with a prospect 
of increase. Tiie Wasiiington field hail been opened 2 years before and the largest 
wells found anywhere were there. A very prolific district had been found in 
Butler County, Reibold and Glade Run, where wells were obtained producing ii,()0(t 
barrels a day. and at tlie same pei'iod another development was going on at Saxon- 
burg. That was the condition when this agreement took etfect. It was entered 
into heartily on both sides for the belteriuent of their condition, and I bidieve 
they were both benefited by the movement. The stocks weri'reduced 10.000,000 
liarrels and niiward. I have a leaflet showing preciseiy the amount and I will 
hand that in later. 

Q. (By Mr. K.itchpord.) I understand you to say that this shut down was 
brought about for the himefit of tin- industry and particularly the producer.s?—A. 
Well, that the industry might survive would he my way of putting it. 

Q. But from your stand]ioint are not prices cut for the same reason?—A. No: I 
do not believe so. Prices are cut because the trade will not take the snjiply at 
the existing jirices. 

Q. I understood from your previous statement that prices are cut for the pur¬ 
pose of improving trade conditions, and 1 also take it from your remark that 
prices are advanced for the same ]mr])ose. Now. I want to know what the pecul¬ 
iar trade conditions are whiidi can be ndioved by methods directly the reverse of 
one another?—A. I am very willing to answer that uuestion. but my explanation 
will be simply an opinion. In answer to the first part of your iiuestion, I will 
say that prices are cut in periods of overproduction for the purpose of finding a 
market for the .sur])lus goods. One of two things can be done—the oil may be 
stored in tanks and earrieil at great- expense until it can be ))Ut on the market at 
remunerative prices, or jirices may be made to the foreign consumer that will 
induce him to take the surplus. 1 have no doubt that all eonipanies manufactur¬ 
ing oil find it necessary at times every year to hold out inducements to the trade 
to take surplus goods off their hands.' There is a period, from May until Septem¬ 
ber. when there is a decline of one-third in the consumption of oil. If there is 
an overiiroduction of crude during this iieriod of underconsumption, it liecomes 
necessary to convert it into money, for it would seem like folly to add millions of 
barrels to the existing stixik during 4 or months when there would be no 
sale for it. These various branches of the oil business are dependent on one 
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another, the producer on the refiner, the refiner on the producer, and the con- 
snmer on both. The success of any one branch depends on the success of the 
whole. The division of labor has not been carried out anywhere so fully, I think, 
as in the petrolenm business, 

Q, That is your answer to the whole question?—A. Yes;, that is the only way I 
can answer it. There is only one of two things to do—to find a market at a lower 
price or hold the oil for higher prices, 

Q. If production continues?—A. Assuming that production remains at a point 
above the consumijtion. 

THE COST OF PRODUCTION AND THE PRIOF. OP OIL. 

Q. Is the oil trust, combination, or whatever it might be called, in the habit of 
introducing its products into foreign markets by selling them at prices below 
cost?—A. Well, I do not know that it is sold below cost. It is the aim of busi¬ 
ness people to g<'t cost where they can, 

Q. You are not in a position to say whether oil is sold below cost or not?—A. 
They may sell at a very low margin of profit, and I believe they often are induced 
or, rather, coinpelhid to do .so. 

Q. Have you over known them to sell, in any particular case, in order to improve 
the market, as low .as .'i cents per gallon?—A. I never have. 

Q. If it has been done, ilo you believe it was below cost? Have they been able 
to produce it at any lime for !i cents to your knowledge?—A. Well, that involves 
an opinion on my part. I am not a manufacturer, and can not tell what the cost 
of prodmaiig is, I have heard—what are you leading up to by that question? 

Q. 1 am seeking to corroborate or cast doubt upon testimony that has been 
giv(!n.—A. I shoulil say that 5 cents a gallon would be a very low cost for dis¬ 
tributing oil under the e.\istiug conditions in this country. 

THE PURPOSE OF THE STANDARD IN SELLING AT OR BELOW COST. 

Q. It has also been said th.at the Standard Oil Company has sold oil below cost 
in cities in the United States where the competition of other companio.s has had 
to be iiK.'t,—A. I can only say that I have in my bn.siness sold advertising apace 
below cost in order to have it occin>ied. I have heard that other busines.s men do 
that in order to get off surplus sliKik. You have to sell IhjIow cost in order to get 
cash; ;ind every spring and fall we carry one or two iiagee of advertising matter 
for merchants' clearing stiles. They are all below cost. At a period ot depres¬ 
sion in trade, I should not be .suiqirised if a business concern were compelled to 
sell at less than cost, 

Q. I do not think your illustration i.s a tair one, because it was not your object 
to crowd out the follow who was paying regular ratics. I understand, however, 
that it has been the object of the Standard Oil Company to driveout the man who 
was disposing ot his product at a fair price.—A. I have heard a good deal of that, 
but 1 h;ive never seen any of it. 

Q, After the control of a market has been .secured by the Standard Oil Com¬ 
pany through very low prices, is it not truo that iirices have advanced to a very 
high figure'?—A. As.suming the facts to be as yon present them, I should think it 
would be a very natural result. 

Q. (By Mr. Phillip.s.) Has not the Standard Oil (Jompaiiy followed up new, 
independent producers, from one place to another, where they have found a 
market, ami reduced tho prices there no as to drive them out? Are there not a 
great many instances of that kind on record?—A, There are none in the oil 
country. My observation is limited to the oil country, and there are none there. 

Q. (By Mr. Farquhar.) Are yon prepared to make any statement as to the 
dismantling of plants by the Standard Oil Conqiany?—A. None at all. I have no 
information of that kind. The things we hear about have certainly not occurred 
within the range of my vision in the oil country. 

OIL PRODUCERS HAVE NOT BEEN INJURED BY THE STANDARD. 

Q. (By Mr. Phillips.) You may proceed in your own way.—A. I have here a 
paper I should like to put in evidence showing that the producers of oil are not 
beggared in their business relations with the Standard Oil Company. It covers 
the years 1860 to 1898 and has not been presented before. It shows the amount 
of oil produced, the average price, and the valuation by years; the total produc¬ 
tion and valuation by decades and for the period, and also the number and cost 
of wells drilled. 

83a-28 
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Exhibit I .—Yearhjproduction and vahuition. 


Year. 

Amount of 

Avemgti 

oill)r<Kluct‘<l. 

price. 


Bfineh. 


I8450. .. 

650,000 

$9.60 

1861. ... 

2.118.000 

. 52 

1862. . . 

11.056,000 

1.05 

186:{. 

2.(5:11.(100 

:i. 15 

im . 

2.116,200 

8.15 

18a5. 

2.497.700 

0.59 

1866. 

3,597,500 

.1.7.5 

1867 . 
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2.4(1 

1868 . 

:i. 715, 800 

3.621 

18(K». 

4.215,000 

a. u) 

Total. 

27.944.r.OO 


1870_ 

5,6()9.0(K) 

:i. 90 

1871. 

5.795.000 

4.40 

1872 . 

o.im loo 

;i. 75 

187:1. 

9.89;{.786 

1.80 

1874 . 

10.92»;. 945 

1.15 

1875 . 

11,987,514 

],24jl 

1876 . 

9.120. (5(59 

2, ;n s 

1877 . 

i:i.:5:17.:kw 

2.;r*s 

1878 . 

15.:i81.f54I 

1,17i 

1879 . 

19.8‘.)4,288 

.8(54 

Total. 

108.5:55, ilO*) 


1880. 

26,215,571 

.94i 

. 


S(),240.nno.n() 
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Hi, 4.')'.). 

4!)((. (^^^.(H) 
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17,808.814.80 
1:;.')(>.■). 080. 7,') 
14,054. I-*:!.)!! 
:>:i,407.l:i:i.51 

18,015,747, (L» 
17,0:11.481.10 


l* 07.80;.’.(>17.47 • Uraiid 
- - -__ . total. 


Year. 

Amount f»£ 
oil produccfl. 

Average 

price. 

Total valua¬ 
tion. 

ISSl. 

fiarrels. 

27.561.:176 

$o.a5i 

$2:5.496.673.04 

1882. 

30,221,261 

.78J 

til, 72:5,689.88 

1883. 

2:5.:502,02l 

1.053 

21.671.014.7:5 

1881 . 

;>:i,9:*2.290 

.«()« 

20,0:50,102.52 

I«S.‘). 

21.528,621 
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19,025.918.8) 

1886. 

26.60:5,945 

.711 

I9.98.S,.^)65.74 

1887. 

22,87:5,450 

.(>64 

15,2:59.4:56.06 

1888. 

16.9(r),890 
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14,708.124, :50 

1889. 

2‘;3.:J49,825 
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21,036.772.78 

Total. 
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206,623,:541.56 
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1860-1870 .... 
187(4-18^) ... 
1880-1890.... 
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5. OOO 
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:{2.i;i2 
4:1.400 
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;{,o(K).i)0 
2.( KK ),()0 
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oil. 


$111,142,60100 
207,802, (>17.47 
2*)«. (>:.*:{. ;{4i.5i; 
25:].ii;{.2s5.oo 

778,77i.847.0;.{ 


If one-fonrth of all tho oil prodncf'd wont to tho land intorests thoy would 
recpivo $194.6i)3,!)fi2. loaviiiK .S.W,or8.88.j for the oil iirodueers.^ Dcdncting the 
cost of drilling.'thevo still remains 88ol.957.88.">; the cost of lifting the oil, at an 
average of 2.5 cents a barrel. wi>uld be .887,989,471.25. leaving .$2(1:),9(18,418.75 as tin; 
profits of the prodneing business for the last thirty-nine years, or an average of 
$6,7(j8,420.8(i per year.- 

DKY WF,I,T.S AND THEIIl COST. 

i. Do your figures include dry wells?—A. They include 15,000 dry wells. 

5 . Is the cost of ttirritory includeil—the bonus?—A. 15.000 dry wells are included 
winch never produced any oil and which cost the producers about $:10.()00.000. 

Q. Is that your idea of tlie proportion of dry wells? Would not the percentage 
be much larger than that? How man.y wells were <lrilled altogether.^—A. 100,881. 

( 5 . How many (b'y wells?—A. Fifteen thousand. 

(^. That does not correspond with the e.xperience of a great m,any.as to the per¬ 
centage of dry wells, does it?—A. It is consistent with the statistics available. 
We are liable to be mistaken, but our work is sub.iect to revision. These are not 
our own figures in every case, but we vouch for tho.se that are. We can take tlie 
figures from 1875 and voucli for them; beyond that we are dependent on the early 
statistician. 

C^. Has the inspection of the oil country been sufficienl. to give yon a record of 
all the dry wells? I can re,adily see that the striking of a good well would be 
reported; hut has there been an organized attempt in the oil country to ascertain 
the facts as to the many thousands drilled and abandoned?—A. During the first 
10 years of the Imsiness there were probably a thousand men in the oil region 
who had been through it fniin the beginning to the end. Of these personal 
observers 900 probably had been over all parts of it. Mr. Wrigley was I’ommis- 
sioned in 1874 to make a survey of the field and report as totheextentof the oper¬ 
ations. His report carries us down to about 1875. From that time the nows- 


‘See Mr. Kmery. p.iWl. 


Mr. Ardiholfl, j). 5 lfi(. Ah t.< 
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papers have taken it up and published reports; and, whether right orwroug,they 
are subjetd to public inspection and criticism. The figures for the first 10 years 
are as nearly official as tliey can be made. 

THE RENTAL OR BONUS FOR LAND NOT AN ELEMENT OF COST. 

Q. I understand that you do not include the bonus or rental paid for holding 
the ground in these figures; but are there not many instances where persons pay 
a very large lionus for a prospective territory that does not prove valuable? I)o 
not such payments amount to many millions of dollars?—A. We have considered 
that question very fully, and have adopted the view that the bonus or rental paid 
on account of .speculation should not enter into a (luestion of this kind. While 
it is true that it operates against the profits, the amount needed to produce a 
given quantity of oil consists in the cost of drilling, the rental of the well, and the 
e.vpense of lifting the oil; any oth(!r expense is purely speculative and is incurred 
for the purpose of giving the individual producer an advantage. 

Q. But is it not necessary, in order to pursue the business, to pay this bonus or 
rental? Could any firm or individual become a large producer without payinga 
bonus or rental when the ground had only a prospective value?—A. But it should 
appear as a bonus and not as the cost of operating. 

But is not the producer out that many million of dollars, equal perhaps to 
the cost of drilling?—A. It is not compulsory, while the cost of drilling and lifting 
tlie oil is; the lease is speculative and does not enter into our figures; it curtails 
the producer’s profits; when he sees fit to invest in that way he takes the chances. 

AVKRAOli DAILY raODUOTION AND TRICE. !87()-18()8. 

I should like to offer Inu’e a table of figures which purports to give the average 
daily production by barrels from 1870 to 1898, inclusive: 

Exhibit H.—IVcnd of pricex (f crmle and refined oil. ISiO-lS'.m.' 
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Since 1870 tbc daily production 1ms incimsed 4.50 per cent; the price of crude 
oil has declined 7.5 per cent, and the price of refined about 751 tier cent. 

In 1871 we exported petrolenm and its products to the amount of 1.52,195.617 


'.See P..547,where it is shown that tiiis taliie iiiclutle.s only ■'Penusyivtiniit oii;” i)p..5iU,588. 
As to sources, see p. 4S5. 
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gallons, and of the value of $36,(163,825. In 1897 our total e:!^ort8 were 994,297,757 
gallon.^, valued at $59,057,547. In other words, our exports increased over 500 per 
cent in 26 years, but the increase in valuation of the total product was but a little 
over 61 per cent. 

In 1871,182,178,843 gallons of illuminating oil sent abroad brought $33,493,351, 
while in 1898, nearly six tirne.s as great an amount, or 771,350,626gallons, brought 
but $48,343,916. The total exports of petroleum for the year 1898 amounted to 
986.180,610 gallons, valued at $52,551,048. The decline during the past year (1898) 
reached 7,817,147 gallons in amount, and $6,,506,499 in value. For 1896, ourexports 
of i)etroleum and its jn-oducts were 931.795,022 gallons, valued at $62,764,378, and 
for 1895,853,126,130 gallons, valued at $56,224,435. 

In 1888,680,000,000 gallons of petroleum were within $6,000,000 of the value of 
nearly a billion gallons exported in 1897. 

PRICES OF CRUDE AND REFINED OIL, 1891-1899. 

I have another paper which I wi.sh to offer in evidence now, and which is pre¬ 
pared to show the comiiarative prices for 4 years before Mr.Seop’s agency, and 
for 4 years after. 

Exhibit III. — Crude and refined prices eomjmred. 

On the 33d of .January, 1895, there was posted in the various offices of the Seep 
Purchasing Agency throughout the oil regions the following important notice: 


“NOTICE TO OIL PRODUCERS. 

“ The small amount of dealing in certificate oil on the exchanges renders the 
transactions there no longer a reliable indication of the value of the product. 
This necessitates a change in my custom of buying credit balances. Hereafter 
in all such purchases the price paid will be as high as the markets of the world 
will justify, but will not necessarily be the price bid on the exchange for certificate 
oil. Daily quotations will be furnished you from this office. 

“Joseph Seep. 

“January 23, 1895." 

This marked a radical departure in the methods of buying and selling oil and 
determining the price of crude petroleum. It tended to make the deal between 
producer and refiner a direct one. and to eliminate the .speculative broker as a 
factor in determining values. The price of siieculative oil, in the shape of certifi 
cates hawked about on the floor of the oil exchanges, was no longer to rule the 
re.'il market as ostabli.shed directly between the man who had oil that he wished 
to sell in the lines and the .agents of the refiners who desired to buy it. The 
change was rendered imperative by the gradually diminishing volume of busi¬ 
ness in the oil e-xchanges and the iiractice of some of the larger producers, who, 
by the purchase of a few thousand barrels of sjieculative oil on the floor of the 
oil exchanges, were able to manipulate the market a few cents in their own favor 
and at the same time dispo.so of a large amount of credit-balance oil at the advanced 
figures. 

This order put a sudden stop to the frequent practice of establishing a fictitious 
value for oil by interested parties who desired to effect sales or purchases of the 
commodity. It, however, did not eliminate the petroleum broker or put a, check 
on speculative dealings in oil. This business is pursued as usual, but instead of 
the credit-balance pnco being detenuined by the price of certificate oil, ns in 
times past, all speculation is based upon the price paid from day to day for credit 
balances in the direct dealing between the producers and refiners. But the broker 
has ceased to he longer a f.actor in the business. The manifest absurdity of bas¬ 
ing the price of the entire amount of daily iiroduction on the few thousand bar¬ 
rels of oil that changed hands occasionally on the floor of the oil exchange is a 
thing of the past. 

In the following tables are shown the average price of a barrel of oil in the 
exchanges, from month to month, as compared with the price of a gallon of 
refined oil in New York, for the four years immediately preceding the time when 
the new rule of the Seep Purchasing Agency went into effect. 
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Refined prices are (quoted in cents and decimal parts of a cent. 


Date. 


189]. 

January . 

February. 

March. 

April. 

May. 

June. 

July. 

Autfuat. 

September. 

October. 

November. 

Decemljer. 

Average . 

]H9a. 


perbam,! 


CentH. j 

i 

77i I 

74} I 

71 

tJOf 

mk 

({61 

(Kli 

58^ 

601 

59} 

591 


661 


(k'uts. 

7.42 
7.48 
7.31 
7.18 
7,20 
7.13 
7.02 
6.70 

6.42 
6.45 
6.40 
6.44 


6.93 


Date. 


im. 

January . 

February_ 

March. 

April-. 

May. 

June. 

July. 

Auguat. 

SeptoinlH*!*_ 

OcWiei*. 

NovemlM‘r.... 
Deceml>er .... 

Average 

1894. 


Average 
price 
crude oil, 
l)er barrel. 

Average 
price ro- 
flned, per 
gallon. 
New York. 

Cenia. 

Cents. 

T):)} 

5.33 

57} 

5.30 

651 

5.;T4 

68} 

6.52 

58| 

6.20 

601 

5.21 

57} 

5.15 


5.18 

64} 

5.15 

70} 

5.15 

73] 

1 5.15 

78} 

5.15 

64 

(5.25 


.Tan nary. 

February . 

Mar<‘h. 

April. 

May. 

June.. 

July. 

August. 

September_ 

October... 

Noveml)er.... 
December. 

Average 


(iSj 

6. 45 

(Kl 

6.42 

W| 

6.;12 1 

57} 

(i. 10 

W! 

6.<N> 

•H 

({.INI 

52} 

6.00 

•54i 

(i.OH 

Ml 

6.10 

Ml 

({.4Ci 

M! 

5.80 

6»1 

5.45 


6.(»7 


January . 

February . 

March. 

April__ 

May. 

Juno. 

July. 

August. 

September... 

OctoUir. 

NovemlM!!'_ 

December. 

Average 



It must bo remeinbered that the prices qiaiteil above inclndo the cost of the liar- 
rel. Refined oil in Imlk is ‘-’..50 (amts less than the above figures. For example: 
In 1801 tli(( pnalncer realized an average of (Oil cents pei barrel for his crude 
product, or 1..5il per gallon, while the refiner, after paying co.st of tran.sportation, 
manufacturing, etc., delivered it on tioard the tank steamers for export abroad 
at 4.0.5 per gallon. In 1891 the producer naanved uearly two cents a gallon for 
hia crude product, while the refiner realized but 2.07 cents per gallon. 

SEEP AGENCY PRICES. 

The following table shows the jirice paid for crude petroleum liy tlie Seep Pur¬ 
chasing Agency, since 189,5, with the corresponding price of refined oil on the 
dates when changes in the jirice of crude were made: 


Chnngex in priee. of crude oil lyg Seep Piirchoeing Agency and correnpondiiig 
changen in price of refined oil at alxiiit the stime date. 


Date. 

Agency 
price for 
crude, 
per 
gallon. 

Keflnod, 

p<*r 

gallon. 

Date. 

Agency 

prurefor 

crude, 

per 

gallon. 

Refined, 

per 

gallon. 

1895, 

Cents. 

Cents 

1895. 

Cents. 

Cents. 



5.90 


2.25 

11.50 


1 00 

5.90 


2.50 

11.50 


1.(10 

6 05 


2.60 

11.50 

March 8 ’. . 

1 05 

6.60 


2.40 

10.75 


1.07} 

0.85 


2.25 

10 75 

March 1#. 

1.10’ 

0.85 

Aprils . 

2.10 

10.00 

April 8. 

1.20 

7.50 


2.00 

9.15 

April 9. 

1 27 

8 00 


1 90 

8.25 

April 10. 

l.:i5 

8 00 


1.80 

8.25 

April 11 . 

1.50 



1.70 

8 25 

April 13.. 

1.75 

9 00 


1.60 

8.25 

April 16. 

2.00 

11.00 

May 6. 

1.55 

7.75 
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ChiiKyi’s in price af crude oil In/ Scej> l^urchaaiuy Agency and corrcsjjonding 
changes in price of refined oil of (dumt the same date —Continued. 


A^eucy 
l>rice for 

Date. • cnido, 

! per 
j gallon. 


189.5. 

1 Cent it. 


1..50 




1.(50 

May 13. 



1.67i 


1.65' 


1.(50 

May 28. 


May 29. 

1. .55 

May 31 .. 

1.50 




1.45 

June 18. 

1.60 

Juno 19. 

l.,V) 

June 21.. 

1.60 

June 29. 

1.55 

July 1. 

1.50 


l.47( 


1.45’ 

July 12. 

1.47J 

July 15. 

I..50 

July 19. 


July 25. 

1 45 

July 26. 

1 :i7i 

July 27. 

i.m 

July 28. 

1.25 

November 5. 

i.;k) 

November 7. 

1.33 

November 11. 

1.38 

November 12. 

1.40 

Novomlior 13.. 

1.42 

November 14. 

1.45 

Novemlwr 15. 

1.48 

Noveinljer 16. 

1.50 

Noveml)er2l. 

1.56 

November 27. 

1.50 

November 29. 

1.47 

Noveml>er 30. 

1.45 


1.40 


l.Jtt 

Deiromlx^r 10. 

1.43 

Dt)cember 11. 

1.48 

DtH'ember 12. 

I..50 

Decemlwr 19. 

1.47 

December 20. 

1.40 

December 21. 

1.35 

December 24. 

1.40 

Decmnlx'r 27. 

1.45 

December 30. 

1.50 

1896. 


January 2. 

1.50 

January 17... 

1.47 


1.45 

January 20. 

1.43 

January 22. 

1.40 

January 11. 

1.43 

February 18. 

1.40 

February 20. 

i.a5 

February 24. 

].;« 

February 26. 

i.30 

March 4 . 

1.28 

JMarch 9. 

1.30 

March 10. 

1.3:1 

March 12. 

i.a5 

March 14. 

1.38 

March 17. 

1.40 

March 23. 

1.37 

March 26. 

i.;i51 


l.:i2 1 

March 27. 

1.29 1 

April 2. 

1.25 1 


Rellned. 

IH-r 

gallon. 

Date. 

Agency 
l)nce for 
crude, 
l>Hr 
gallon. 

Cenl.t. 

7.75 

j 189(5. 

Cents. 

1.22 



1.20 

7.75 

1 April 24. 


7.7y 


f 

8.5(5 


1.20 

8.50 

May 18. 

1.17 

8. .5(5 


1.15 

8.0(5 

May 22. 

1.13 

8.0(5 


1.10 

8.0(5 

!■ May 26. 

1.(59 

7.85 


1 1(5 


1 Juno 10. 

1.14 



1.16 

7,80 


1 18 

H, 10 


1.20 

8.10 


1.18 

7. SM 


1.16 

7.8(5 


1.15 

1.13 

7. .8(5 

' July i:{. 



1.10 

7.65 

7.65 

•liily h>- . 

1 July 1(5. 

1.07 

l.(5:i 

7.(55 

1 July 21. 

1.(56 



1.08 


1 July 31. 

1.06 

'7.10 


1.04 



1.06 



1.08 



1.10 



1.12 



1.16 

H.:^\ 


1.18 

8. .5(5 


1.16 

8. .5(5 
8.25 

October 13. 

1 October 27. 

1.14 

1.17 

8.0(J 


1.2(5 



1.17 

7.75 


1.15 

7.5(5 


1.13 

7. .5(5 


1.10 

8.(N5 


1.08 

8.(N5 


1.05 

8.0(5 


(.(W 1 

K.(N( 


1.01 i 

7.75 


.99 

7.75 


.97 



.95 

r 7'. 


AK} 

8.(N( 


.9(5 

1 

8.(10 

1897. 

.9(5 

8. (5(5 


.88 

K.0(J I 


.^5 

8.00 I 


.87 

n.osi 


.9(5 

7.60 


.91 

7.a5 

March 22. 

.92 

7.10 

March 21. 

.93 

7.10 


.94 

7.10 


.95 

7.10 


.96 

7.1(5 



7.26 

April 5. 

.91 

7.25 


88 

7.25 


.85 

7.50 


.84 

7. .5(5 


.83 

7. :J5 


.81 

7.:i5 : 


.Ki 

7.20 ! 


.86 

7. ‘iO j 

May 18 . 

.89 


Roflued, 
1)0 r 
pallon. 


7. 

* ti. W) 
6.9r> 
0.80 
6.80 
«. 70 
U. 00 
0.(50 
0. (50 
(5.55 
(5.05 
(5. no 

o.yo 

7.0(» 
7.(N) 
(5.90 
(5.90 

0 . m 

(5.80 
0.75 
0. a5 
(i.5C» 
(5. (50 
(5. (50 
(5. (5.5 
(5. (55 
0.70 
(5.75 
0.80 
(5. 85 
0.5(0 
0.90 
(5.90 
(5.90 
7 MO 
7. 15 
0.5KJ 
(5.80 
(5.70 
0.(50 
(5. (50 
(5.50 
(5.50 
(5.50 
0.40 

o.:» 

O.JJO 
(5. »5 
(5.:j(( 


(5.20 
♦ 0.10 
(5.0(t 
15.05 
0.15 
*0.25 
I5.:i5 
(5.40 
15,45 
0. .50 
0. .55 
« 0.5i5 
(5.20 
(5.20 
(5.05 
6 . 0 ;) 
(5.05 
(5.05 
6.15 


* Remained at this figure until November o. * On January 2<J. 

> Ranged from 7.60 to 7.66 cents. f’ Ranged ^rom 6.25 to 6.30 cents. 

•April 17,6.60cents. “Hanged from 6.40to6.55cents. 
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Chmxfes in prU-r of cnulc oil htf Seep PnrehaMmj Agenen and eorresponding 
(‘lunajeK in priee of refined, oil at <d) 0 Ht the. same date —Ooiitiimed. 


Date. 


m:. 


May I’M 

JlUlel,'!- 

.Iline 


Jlllvl.’. .. 
.Inly i:? 
.July I I . 
•Tnlv 

July-’♦l... 
Auyust I,’.. 
S(.‘|)t.'ni1>er 

(h-tolier 14 
OrtiJx-r ];’) 

()cti)in-r IM . 




January 1. 

February !ii. 

Feiii'iiary J< -. 

February l.'J. 

F<*bruary i.’.'* .. 

Felu'uary Uli. 

Felaaiary l.'s 


Mareh J 

.\rureh s 

^[arrll•♦ 
Mareh 14. 
.Mareli i; - 
Aju-il 
Aiu il l.'l 
Ajiril l.'l’. 
April 
Mayr, . 
^(av ♦! 

Ma>-: -- 

.May 11 
May 1 1 * 
^rav 111 
jray IJI... 

June 7_ 

June 11... 
June 1.7, . 
Juni-I.'l . 

J Utie ITJ.. 


i A^'tuicy 
prictilor 
crmic, 

pttr 

Roflnod, 

ptu- 

Kullou. 

Date. 

Agency 
price for 
crude, 
per 
gallon. 

Refined, 

per 

gallon. 

(U'Utti. 

(flll.'t. 

\m. 

C'fit In. 

('f')ifn. 

.m: 

U. 15 

June 114.. 

.HO 

«. 15 


li. 15 

June l.’7. 

.SX) 

0.15 

.HI} 

U. 10 

June liH. 

.02 

e.sr, 


U.0.5 

July II . 

.04 

6.25 

.MU 

0.00 

July 10 . 

.05 

6.50 

.711 

5.05 

July 1*0 .. 

.05 

6.20 

. 11 

5. S5 

.- . 

.1*2 

6.20 


;i. 

July^'ll 

.90 

6.10 

.711 

5. (.5 

•Inly~> . 

.1*2 

6.2<» 

,71 

.5. (;> 

JulvIlO 

.1*4 

6.511 

.m 

.5.70 

July 5’7 

.1*0 

6.40 

.70 

.5. HO 

AuKust 15 __ 

.1*7 

6.40 

.(W 

5. 50 

An^uiMt IH .. .. 

.1*H 

6 .50 

.07 

,5. ,50 

Au;;n.st :*:* 

1.00 

6.50 

.0.5 

>5. 40 

September IG__ 

SeiJeinber lU. 

Septt'iuK'r . 

J.irj 

1.1*1 

J.Oti 

»6.50 
6,75 
6, H.5 



SeptenibeJ* I.*!*__ 

1.0;5 

6. H5 



(4 

1.07 

6.95 


5.40 

(teteber ti... 

l.OH 

7.1X1 


<>etober7.. 

1,10 

7.10 


.5, (i*t 
.5. H.'> 

()itelK*r 15. 

1.1.2 

7.20 

. 7tl 

..s(» 

Oetolier 17 ... 

i.f, 

7.50 

OetelMT Ul 

I.IH 

7.40 

li.0,5 
.5.!*0 
.5. INI 

5. HI 1 

4'75| 

Neveinbi'r Id . 

1. h; 

7.50 

.75* 

.7.S 

Nevemlier lli . 

1.15 

7.50 

I).'.-.. . 

1.17 

7.50 

DeetuiilK'r JO.. 

iH'.to. 

1.11* 

7.50 

.74 

,5.IH* 1 

January J. 

1,10 

7. .50 


O.IMI ■ 

January 1~... 

1.17 

7.40 

.71 

.5,l«) 1 

January 15.. 

1.1(5 

7.40 

. .5 

.5. HO : 

January i{0 . 

1.15 

7.40 

.Ml* 

li.lK* 

February l.’H. 

1.15 

♦7.55 

.M.5 

It.lNI 

.funeilH. .. 

1.15 

7.20 


li.lHI , 

Juilt' l{0. . 

1.17 


.HI’ 

5.05 j 

July 0 . 

1.10 

7.40 

,H4 

(». Oil 1 

•Inly II.. 

1.21 

7.50 

.H*; 

1). 15 1 

July 14.. 

1.25 

7.00 

.K7 

(1.15 

July IK. 

1.25 

7.70 

. H<) 

U. 15 

July III. 

1.27 

7. HO 

.H.5 

U. 15 i 

August ll^*. 

1.50 

7.90 

.HU 

.H7 

U. 15 1 
li. 15 

AujtUMtJl. 

1.55 

8-10 


' 'Plie.M' flj'ures pri'vaih'd until tin* of the year, ^ Septeml)t>r 151, f».«V> t‘CUtH. 

‘ liaii^red I'roiii ;'»,7d to J.T.'* eeiits. * Jn April dropped to 0.1*5 couth. 


WJicu tliori'lifts liiH'ii ft liirgc muount of sni'iihis iirodnotion .soeking a foroiKii 
oiillol. I'l'ilui'tsl pi'icos hftvt! boon tlio invariable result for both eruile and refined. 
Increased eonsumption is always frained at Ihe expense of price. Foreign coni- 
petilion has been keen, and prices for refined for the foni’ years from 1891 to 189.") 
were hammered down to the lowest notch. When refined oil gets above a certain 
|jriee jier gallon, its use becomes almost iirohibitive to millions of our foreign 
consumers. The ri'sult of higher prices is immediately shown in a falling off in 
the foreign demand. 

A careful in.spection of the .above tables will show that the relative ratio between 
the priee of refined anil erndo oil has been better maintained during the years 
that the jiraeticeof basing prices upon the actual conditions of supply and demand 
has prevailed than during the years immediately iireceding the adoption of the 
new ordei' of things. The spi'culator devoted his efforts to bearing the market 
whenever there was any immediati' prospect of a temporary increase in new 
production, without any regard to the foreign dem.md for refined or the .actual 
value of refined oil in the markets of tlie world. The iiroducer was absolutely 
at his mercy. 

Taking the year 1899 for illustration, it will he observed that the price of refined 
oil has advanced from 7..50 cents a gallon at the beginning of the year to 8.10 
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cents at the pie.'ipnt time, a xain of (iO i)oiiits. Diiririf; the same period the Seep 
Purchasing Agency price for crude oil has advanced from $1.19 to $1.3,5 per barrel, 
or 16 cents. During March and A])ril, wiien crude oil was $1.13 per barrel, refined 
dropped as low as 6.95 cents per gallon. On ,Iune 3>S, when refined had advanced 
again to 7.20 cents, crude oil wa.s marked up to $1.15, and a few days later, when 
refined liad advanced to 7.50 cents, the crude-oil price had been raised to $1.31 per 
liarrel. 

HOW THE PRICES OF Oil, ARE FIXEP. 

Q. (By Mr. Phillips.) You say “ it tended to make the deal between producer 
an u refiner a direct one;" but does the producer have any part in the bargain? Do 
they not post the price each day that they will give? Oan it be considered a deal 
when the producer has nothing to do with fixing the value of hi,s commodity?— 
A. Would you sngge.st that I say "option"—that the producer has the option? 
Would you advise me to (ihange that? 

Q. Provided lie has another jilace to sell.—A. He is not driven to that necessity. 
When he becomes reduced to that necessity, it may be as you say. 

Q. Do they not fix the prices also of the refined? Do they not post that in New 
York and Europe, the same as the crude?—A. I believe the prices are posted; they 
are reported every day and posted somewhere, but whether or not they do it I 
can not say. 

Q. When the Seep Agency advanced prices, as they did lately, did not the 
Standard advance the refined 11) or 15 hours later, the same day or the day follow¬ 
ing?—A. I have no knowledge of that, but I dare say refined would go up in pro- 
IKirtion to the advance in crude. 

Q. They fix both prices, the crude and refined?—A. Mr. Seep states here that the 
markets or the demand of the world fix it. We are giving Mr. Seep’s version of it. 

t^. (By Mr. FAlKiUllAR.) Does Seep post the European market?—A. No. 

Q. What market docs he post?—A. The crude-oil market. 

Q. Ot America?—A. Of the United Piiie Lines and the National Transit Com¬ 
pany. 

Q. (By Mr. Jknks.) You speak of the export iirice fixing the price of all oil and 
of the markets of the world fixing the iinces when Mr. Seep is ])urchasiiig. Is 
it true that the relation between the regular exiiort price in New York and the 
price Mr. Seep is paying the producer is a constant one?—A. I believe it is.' 

Q. You think the relation between these two prices is substantially the .same 
all the time?—A. Inevitably. The purpose ot this paper is to lead up to that 
(luestion. 

Q. (By Mr. Phillips. ) Did not the Standard Oil f Jompany completely control 
the price of oil 4 years hefori; Seep's Agency? What does the statement that they 
"would pay what the markids of the world would justify " mean? Was there 
suSicient busino.ss done on the exchange by others to affect the Standard in any 
way?—A. To affeid. prices, there was. 

Q. To any considerable extent?—A. To an extent sufficient to inlluemw the 
market one way or the other. I have an instance in mind now of a genthunan 
coming to Oil City and advancing the market 3 (;ents by dum])ing on it a half 
million barrels of his own oil. 

(J. Was that a common practice? Did not a brief jKuiod of time elapse in that 
transaction?—A. It was just an instance of marvelous mention, you might say. 

O. The gentleman only had time to walk from one place to another?—A. He 
took that time. 

Q. (By Mr. Kennedy.) Who was the gentleman?—A. Mr. Michael Murphy. 

Q. (By Mr. Smyth.) That was a case of pure .speculation?— A. Yes. It was 
possible for anyone with money and nerve and oil to do the same thing any time. 

Q. (By Mr. Phillips.) It would be risky for a producer to pursue that course, 
would it not?—A. 1 would not want to he the man to try it. 

BY-PRODUCTS AND THE PROFITS OP OIL REPININd. 

Q. Is it fair to compare the price of crude oil with that of export oil to show 
what the profits are, without taking into consideration the by-products, such as 
lubricating oil, which is sold in this country and other place.s?—A. That iiucstion 
has occurred to my mind a number of times, and the conclusion I have arrived at 
is that when we have an article of export or commerce the foreigner makes the 
price; Manchester fixes the price for cotton; Liverpool, for wheat. 

Q. Does the foreigner make the price ot oil in Denver, Minneapolis, and the 
southern cities and towns?—A. If oil could be transported by telephone, or placed 

* .Soo Mr. Leo, pp. 276, 265, Mr, Westgato, jtp. 371, 372: Mr. Lockwood, pp. 394, .398; Mr. Arch- 
liold, p. 550; Mr. Emery, p, 616. 
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there without lalwir. it wouhl he sold as cheap in Denver as in New York; but 
since labor enUu’s into it, tin? oil at Denver is produced at Denver and the eastern 
oil is hardly broujitht into c.onipetition with it. 

Q. Does not the Standard make a very large profit out of the by-products— 
benzine, tar, lubricating oil, etc.—whi(di von do not take into consideration wlien 
simply comparing the price of refined (.ul with what tluw pay for crude? I may 
be misinformed or mistaken; what is your view in regant to that?—A. W‘(dl, the 
way it has always appeared to me is this; TIk* by-product is .something of a 
gift of nature. In marketing the by-produ(!t labor and capital have been 
employed; the producer has nothing to do witii tliese by-products; he sells his 
product as a whole, and they are only created by labor in the process of manu- 
fiictun? or by chemical process. In othi'r words, they cost something; they possi¬ 
bly (!ost something m^ar as much as they produce iti many instam^es, but that there 
is a profit is very complimentary to the refiinT and to the chemist who has made it 
possible. There was a time in the refining busitiess wlien tlierc* were no by-produ(;ts. 
The only by-product that I know anything about when I went into tlie oil business 
and that had a ready market was benzine. Tliat was sold as a dissolvent for 
paraffin, went into the wells as benzine, came out and went into the producers’ 
tanks, and was sold back to the refiners as crud(< oil at KH) and oiM) p(*r (!ent over 
cost. Now, that is the only by-product that we had in the beginning. Chemistry 
has advanced the art of refining, and at every stei) labor and (^ajutal are (-mployed 
in the preparation of by-products, and I dare say there is a profit. There should 
be a profit in them. 

Q. Well, i)rovided there is a profit, and yoir admit that there is and a large one, 
in the by-products now, is it fair to take the price of tlu^ refiiu'd exi>ort oil ami 
(compare it with the price of the crude? In your opinion are ni.>t the by-j)roducts 
the HOurc(^ of one-half of the profits of the Standard Oil Comi)any or oth*u’ people 
engaged in shipping oil ahroad?—A. Well, it occurs to ni(‘ tliat with the profits on 
oil at export prices, we should have no oil husim^ss, Ix'canse witl» th«‘ production 
of the pre.sent volnme no refinery could undertake to carry (»n the business and 
run it for the profits on buniing’oil alone. The oil would necessarily he so high 
that there would he no inducement for the (xuisamer to buy it. It has been stated 
lun'e in iny presence l>y somi' person on tin* stand that Id (;ents a baiTelwas a fair 
profit, but lie >vas taking into consideration the by-pro<luct.' No refiner can take 
Id cents i>rofit, and (bat alone. 

C^. (By Mr. FAlu^urrAll.) Does not the Standard Oil Company dis])ose of the 
by-product to other manufacturers? For instance, is not the petroleum residuum 
which enters into dyes sold at a clieap rate to manufacturers iintsidi; of the Stand¬ 
ard Oil Company?—A. Yes. 

Q. An<l in the long run it tnakes very little diffi'rence in the tables you have 
pres(‘nted lu*rein resi)ect to the crude oil itstdf?—A. That would be my view of it. 

Do you know wlietlier tlie Standard Oil (.’ompaiiy has (‘iitered into the 
manufacture of by-]>i()duc-ts such as dyes, magenta dy(‘s, and others, or is that 
don(‘ by different (torporations and individuals who lunV taken up the by-product 
business? A. By sepjirate com-erns. 

C^. (By Mr. PmuLiPS.) How about the paraffin or wax that <‘nt<Ts so largely 
into sp(‘rm <^audles; do they manufacture the pavatlin or wax?—A. There is a 
large iiere-entage of wax and they sfdl wax to other manufacturers. 

THE intOnUCERS’ PROTECTIVK .A-SSIXUATION HUILDS REFINERIES. 

The volnme of matter involved in this suhjec^t is so great that I liave m'cessarily 
.skimmed over it. The (iomplete exjimination (»f this suhp'ci would re(pdreniore 
time than tlie coniiiiission (am give to any one witiu'ss. Therefore, wo have 
.iumped from the movement in the 70's to the presiuit time, but I should like to 
go back now to the shut-in movement and the matters growing out of that. 
Aft(*rthat jieriod of 13 months* suspension of o]K'rati<*ns tlie Producers’ Protective 
.\sso(*iation (Mintinued in force, and tlieirnext st(‘p was to promote the erection of 
refineries in c-oinpetition with their benefactor, tin* Standard Oil ('ompany. 

Did you not say that that was a mutual arrangiuiient? Were not the pro¬ 
ducers at liberty to do as they pleasixl after tliat?—A. That agreement was car¬ 
ried out for 1 year; it was limited to 1 year, and at the expiration of that time the 
partic's did as they agreed; their mutuality (teased. Tln^y fell apart. The Stand¬ 
ard Oil Company pursued its (uiursii as a transports* of oil. The Producers’ 
Association xiroceeded, as I have stated, to promote the (*re(dion of ixffineries, and 
stated, as an indu(;emenf. that then* was so much profit in the by-products that 
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they oonld alluril In Rivn the bnniiiin oil away. A refiiiory \va.H built ou that 
proposition by impractical men and tailed. There was no reason why a refinery 
where it was built should not have succeedecl: there is one there now in success¬ 
ful operation, 

Q. How many were built after that shut-in period?—A. Only one. 

Q. W('re there not a larfte number before, called indei)endent refineries. whi(di 
united their interest.s?—A. Yes. 

Q. The producers did not spend money in bnildintt refineries?—A. They sup¬ 
plied the money to build that one refinery. 

Q. No lar^e i)er cent of it?—A. It was contributintj; financially. 

THE OUO.VNIZATION OF NEW I'll’E-l.INE <’O.MP.VNIKS. 

Q. Had they a rittht to do that?—A. They had a p(‘rf'ect riftht to do it; but, to 
show the (d)ject: of tlii' orftanization still further, they proceeded about 18t)0 or 
IH',11 to orttanize i)ipe-line (.ompanies. The first company organized was the Pro¬ 
ducers' Oil Company, Limited, with a (^aiiital of §(!ll(),()00. Nooik! Huestions their 
right to di.) that. It was organized at a very opportune time, at the period of the 
greatest production that has (‘ver ota-urivd—-tlu.^ o])ening of the McDonald field. 
They entered the McDonald field, but they got away from tlui production that 
was likely to be overwhelmingly large. They kept on the outskirts and limited 
themselves to such wells as they could handle with their cai)acity. That was the 
first point where they entered aidively into comix'tition with the United Pipe 
Lines in the transportation of (ul. At this time the McDonald field rose within li 
months from practically nothing to a daily lu'oduction of .Sli.OOO barrels, and the 
production was limited to a territory about (i miles long by 2 miles wide, a very 
narrow strip for .so large a productio7i. That flow (tontinueil for but a singh* day. 
but the average was aljove (1(1,000 barrcds a day for mouths. The Prodmau s'Asso¬ 
ciation, which had been formed for th<‘ bi'tterment of the oil trade, did nothing 
to improve the condition of the McDonald ]udducer. It gave him comi)etition at 
once useless and exi)ensive—exi)ensive to the extent of $(100,000 of the producers' 
money embarked in it, which has never pa,id a cent of interest from that time to 
this. The one concern was obliged to .shoukhu’ the entire responsilnlity for car¬ 
rying the oil in that distri((t, and would have done so regardhiss of the presence of 
the ass(X(iation of producers, 

INTEREST OF THE ST.iND.eRI) IN THE I'RODCC'ERS' 1)11. ('U.MIMNY. I.I.WITEI). 

Q. Did not tin- Standard Oil Comi)any purchase a large i)ercentage. a majority, 
of the stock in the Producers' Oil Ooinjiany, Limited, of that $(i()0,()(K) cai)ital of 
which you speak'?—A. I know of some j)urchases by Oolonel Carter. 

(^. Did not that find its way to the Standard (')il Company, and in the suit 
pending was it not proven-that the Standard Oil Company furnished the money 
to purchase tin- majority of that stock'?—A. I did not understand it so, but I do 
not know. 

<^. Did they not piiy as much as two for one in order to get control'?—A, I have 
no information on that. The only .sales I know of were at par; 1 know of some 
few sales at par. 

Q. Was that a direct corporation, or what was the nature of the organization'?— 
A. It was a limited partiiershiii. 

Q. Mr. Carter att(>mpted to be elected a director in it. did he not'? And is it 
not a fact that the matter was taken into the courts with the result tlnit it was 
decided that he could not become a director or have the jiower to vote that stock, 
and that therefore he failed to secure control of the company'?—A. 1 know there 
was a suit and a decision. 

Q. Yon do not know that the decision was adverse to Mr. Carter or the persons 
who stood back of him'?—A. I assume that it has been from the subseipient 
proceedings. 

(J. Are they not now apprai.sing the value of that .stock?—A. I understand they 
are now appraising the valm; of the stock. The Producers and Kefiners’ Oil Com¬ 
pany, Limited, proving ineffectual for the purpose intendisl, obtained additional 
capital through a combination with refiners to the amount of .$'J.o0.()()(land built a 
connecting line tothatonetosupplyoil to the refiners, making a cai)ital of $8.-)(l,()00. 
That has never paid a cent of dividend. It has been in operation nine years and 
has never iiaid a cent to the stoiikholders. The market jirice of oil has ranged 
from 1 to 9 cents higher tier barrel in that line as comtiared with the Seep Agency 
prices.' The producers got the benefit of that. Yet the ri-finors to whom the oil 
was sold paitl the existing market lu ice.ora ])iice h-ss than the one paid to the 
pnalucer. 
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THE ASSOCIATION CONSTUUCTS A PIPE I.INE TO TIIK SEABOARD. 

( 5 . Was there another line bnilt after the second one to which you refer?—A. 
The United States Pipe Line was bnilt to the seaboard. 

(J. By whom?—A. By the same a.ssociation. A in. 'bm dollars were embarked 
in tluit. Other capital was addinl to that, probably four or five hundred thousand 
dollar.^, inakinf'upwards of-iti.iiisi.uouliuvesied in transportation as a result of that 
movement, and upon which the stockholders have never received a dollar except¬ 
ing a.') per ceii dividend paid by the United States Pijie Line at a time when it 
was paying nothing on its fi.xed indebti'dness. 

(J. Do yon not believe that they would have reatied a large profit had it not been 
for the opposition of the Standard?—A. Not at all. I beliiive that investment was 
useless, the cajdtal wasted, and the prodm ers wronged. 

(J. When tins (simpany commenced to sell refined oil in New York City did not 
the Standard put the price down there to h^ss tlian the cost of refining?' —A. What¬ 
ever was done there, was a matter of mendiandisiug on both sides. They were 
not producers or refiners—they were merchants. 

(J. Did they not do the same thing in Phihnlelphia?—A. I believe that to be a 
common pracd.ice wherever thi'i'e are sales. Eaim jku'soh having a commodity for 
the market places it at the best advantage to hini.self. 

SEIJ.I.NO Alin.MTES EKTA KUSH Ell l.\ ECliOPH. 

(J. Did they not obtain a market iiiEnropeandestalilisli a sellingagency there?— 
A. I was leading up to that. 

Did not the Standard buy that agency and obtain all the tanks available in 
(Jermany and leave theindepmidents without any chance to market their oil? Did 
they not buy out a man by the name of Poth. who was handling the independent 
oil abroad?—A. I nnder.stand they did. 

Q. Was not the agency sold before his death?--A. I know nothing about that; 

I cannot answer that question. 

t^. Have yon any knowledge of that?—A. No, I have no knowledge of it. 

Q. Do yon know that the Pure (I)il Company, as it is called, Imilt storage 
tanks abroad and established agencies of their own? Are they not now doing bnsi- 
ne.ssin that way, independent of the Standard's oppo,sition, and where ttiey can 
not be discriminated against in prices?—A. I know of the existence of the con 
cern called the Pure Oil Comiiany. 

THE I'UODL'OERS' ASKOCIATION BECOMES .V TRD.ST, 

( 5 . Yon do not know then that these companies have established agencies 
abroad and are now marketing their oil?—A. Ob, yes, that is a matter of common 
information; but 1 was about to say that when the Producers' Protective Asso¬ 
ciation started in to protect their business in an associated way I snijpo.se they were 
incorporated. They started ont with the pipe line, under an arrangement in which 
they coiildlimit their re.sponsibility and say wlio tliey would admit to partnershi)i. 
That being ineffective they formed a comhination of refiners and secured 8250,0110 
additional caidtal. Then came the construction of the United States Pipe Line, 
and after that the establishment of the Pure Oil Company. But the Pure Oil Com¬ 
pany did not come until after the Oil League was formed and it became necessary 
tocomiileto the trust.. This thing began in a most nntrnst-like way, but ended up 
in a trust as complete as could be formed. The creation of the Pure Oil (hini- 
pany was necessary in order to control all tlicse otlun' jiroperties. The Pure Oil 
Company, with the nominal capital of $1 .OhO.dhO, and an actual capital of $400,000, 
is trying to swing this $3,000,(XIO concern, and will eventually if the voting 
trustees have the power.'-' 

(J. (By Mr. .Tenks.) Will yon explain the evolution of that trust a little more 
in detail'?—A. That is a trust. 

Explain .fust what you mean by tliat. Do you refer to the method of its 
formation? 

(J. (By Mr: Phillips.) Do yon mean a trust or a combination? 

Q. (By Mr. Farquhar. ) With respect to the form of control you regard it as a 
trust?—A. In that respect I regard it as a tnist. It is a combination, a series of 
combinations, bnt the properties are all managed by voting trustees. The jirop- 
erty is in a trust; three-fourths of the property of the United States Pipe Line, or 
the pnmortion which this organization controls, is in a trnst.“ 

(J. (By Mr. Phillips.) Do yon know the reason why a voting power was pnt 
there? Had not the Standard bought several hundred thousand dollars’ worth of 
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till! slock of the Unitcil States Piiic Lino and did they not propose to con¬ 
trol it? Was it not cssontial to the existence of the United States Rpe Line 
that the stock should be put in trust?—A. If we start by admitting that proposi¬ 
tion we must indorse all that has been done before in the way of combination; 
that of itself is a virtual admission that the Standard Oil Company was right. 

Q. (By Mr. Fakquiiau. ) You mean to say that this action of the company has 
vindicated the action of the Standard Oil Company?—A. Entirely. 

Tlllf. I'ltlUUJCKKS' ASSOCIATION COPIED THE METHODS OF THE STANDAKD OIL 

COMPANY. 

(By Mr. .Smyth.) You consider that thi.s company copied in a measure the 
plans and )iroceedings of the Standard Oil Company?—A. Not eXSictly; that was 
open; this is .secret. 

Q. (By Mr. Phillips.) Do you mean that the Standard Oil Trust was not one 
of the most secret organizations in exi.stenco in the management of their business 
and in making .statements to the stockholders?—A. I suppose they have not opened 
the pages of their hooks to the public. 

y. Have they ever is.sued any statement to the stockholders?—A. Not being a 
stockholder, I c.an not say. 

y. You are a newspaper man?—A. Thi!y have never i.ssued any to me; I have 
never asked fi ir any. 

y. Was suit ever brought by a stockholder in that trust in order to get knowl¬ 
edge of tlieir business ami to have a statement made of how the funds were Ixung 
handled?—A. I think the suit failed, and properly, bec.'iuse the purpose of the 
suit was to work an in.iury to the company. It w'as not brought in giHid faith, 

Q. Then you think that a man holding stock in the company has no right to 
know anything about the amount being earned or whether or not its means are 
being siiuandered? As a rule, do other corporations exist without making a state¬ 
ment to their stockholders?—-A, It the act of the Pure Oil Company in excluding 
Colonel Carter is justified, I do not see how other conconis can be censured for 
what they have done. 

THE independent OIL MOVEMENT HAS NOT KEDUCED PRICES OP REFINED OIL. 

y. (By Mr. .Ten'ks. ) What has been the effect of the independent oil movement 
upon the prices of refined [lefroleum to the consumers? You state that these vari¬ 
ous independent organizations that were compelled to go into a trust made no 
jirofits and declared no dividends, and that you regard the investment of that 
money as a practical waste, because they had been of no service to the oil jiro- 
ducers?—A. Yes. 

Q. What has been the effect of this independent movement on the prices of 
refined petroleum?—A. It has had no effect whatever. 

y. You do not think it rosultisd in reducing the prices of petroleum at all?—A. 
None whatever; it only gave members of this company and the independent refiners 
in the creek regions the onportuniW to get immensely wealthy. They are making 
money faster than ever before. The producers are making a little more money 
than previously, to the extent of the premium which the producers will not pay 
the patrons, and the stockholders receive nothing for their investment. 

EFFECT OF THE MOVEMENT ON THE PRODUCERS. 

y. Do you know how far the stockholders of these combinations are themselves 
producers?—A. A very large per cent are producers. 

y. Do you know what proportion of the producers whose oil they are buying 
are themselves stockholders?—A. I do not. 

y. Then you would say that the general result of this independent movement 
has been to increase the price of crude oil?—A. Only to a very few, to persons 
interested in that line and connected with its service.' 

y. To others, too?—A. To others, no; its effect has not been felt to any extent 
anywhere. 

Q. Does it benefit all of those whom it reaches?—A. To that extent and by this 
means; It is a method of '• robbing Peter to pay Paul.” It is taking money out 
of the pipe line to pay the producer in the way of advanced prices for his oil; it 
performs its service by piping oil for less than published rates or established 
rates, whatever they may be. 
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Q. What is the rate?—A. The pipage rate is understood to be 15 cents a barrel.' 
Now, when the premium has been as liigh a.s !) cents a barrel, that would mean 
as much as !) taken froru 15, leaving the pipage charge 8 cents. 

EFFECT OF TUB UVnEFENOENT MOVEMENT ON REPINEBS. 

Q. 1 understood yon to say, further, that this independent movement had 
re.sulted in making refiners in tlmt region ricli?—A. It did. 

y. Will you explain how that was brought about?—A. If I could, I would be in 
tb<i refining busines.s my.self. 

f^. You think it has not resulted in the lowfu'ing of the price of refined oil?— 
A. No; they claim that their success has not resulted in lowering the price of 
refined oil, not in the region, at least, where we are. That oil which goe.s abroad 
is restricted in every State of the Union. 

(By Mr. Piiillii's.) That is, both as to the Standard and to the others?—A. 
Yes; it is nei^e.ssary by reason <if the laws of thi.s country. 

Q. Are not these (;ompanies now making money?—A. The refining companies? 

(J. The independent refining companies? Would not their .stock be very desir- 
abli" at the present time?—A. The refiners' stock? 

CJ. No; the stock of these various independent companies’?—A. It would be ii 
they managed on business priinuples. I believe there is money in piping oil if the 
business is run for the benefit of the lines, for the plant itself. There must be 
money in it. 

Q- Did they not (‘stahlish the first pipe line to the seaboanl to handle refined 
oil'?—A. That cuts no figure. Warren, as we have shown here, piped refined oil 
a distance of H miles in 1885, and in tank cars they havis taken refined oil from 
one point to the other. And what is a tank car but a pipe line on a limited scale? 
If you confine oil in an iron ve.s.sel. it makes no difference whether it is a con¬ 
tinuous pipe or in a (dosed tank and agitated,the result is the same. 

TUB oernsiTioN met uy the new companies. 

Q. Would not these companies have gain(!d a good deal more if they had not 
been oiiposed by combinations in New .Icrscy ami could have gotten through to 
New York? Would not tlndr iirofits have been much larger if they had had free 
pillage through to New York, as tb(.‘ Standard Oil Company had?—A. If there 
was only the one propo.sition. a |H,T,son might answer that. 

t^. Have others the .same right to go through to New York that the Standard 
Oil Company has'?—A. Undoubtedly they have the right. 

Q. And is it fair or just that they should be prohibited from exercising that 
privilege of eijuality'?—A. Let me answer that by comparison in this way; 1 think 
it would bo just as fair as for one of two producers bidding for land to outbid the 
other and take the land away from him. If it is unfair to prevent a pipe line 
from going into a market already occupied, it is unfair for one producer to com¬ 
pete for land and take it from another if he lias, with his neighbor, superior 
wealth and ability to control it. 

Q. One is exercising the right of eminent domain?—A. And he is performing 
f( ir that right an adeipiato service to the public. 

Q. Would you say, if one railroad could supply the whole market of New York, 
that all other railroads should bo prohibited from going there?—A. If the money 
to construct those roads was to come from the passeugm's who were expected to 
patronize them and then to jiay their fare, too, I should say yes. 

Q. Do you undertake to say, then, that these independent companies which the 
Standard is so anxious to (ontrol, and in which they have purcha.sed stock which 
would sell to-day at a very large profit, are robbing the people or doing .an injus¬ 
tice'?—A. “ Bobbing ” is a hard word, and 1 do not care to use it in any connection. 
The fact remains that the monoy embarked in the enterprise is unremunerative. 

Q. 'You stated they were taking money from some persons and giving it to 
others'?—A. That was only a comparison; just a remark. That is a very common 
expression: “ Bobbing Peter to pay Paul.” 

Q. You have no direct knowledge of these people having done injustice to any of 
the stockholders, have you?—A. I have no knowledge that they have done full 
justice to the stockholders in returning them interest on their investment in the 
pipe lines. I have no knowledge of that kind. There are $3,000,000 invested in 
that enterprise. 

Q. You nave knowledge of the fact that they have been employing every 
honorable means to get through to the city of New York, and that they have 
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A. I have; yes. .;,Uliatvoiulo not think the independent move- 

Q. (By Mr. Jenks. ) \ on has been the price of water-white 

luent has reduced the pneeotu bin ’ „f the independent companies. 

‘'‘l liave no means of knowing; we do 


oil for the last few years, since 



at all. 


Thubsd.iv mor.n'IMO, September 7. ISbn. 

THE SEEP PUKCILISINO .VOHNCY. 

Q. (By Mr. Jevks. ) During the session yesterday you spoke of Mr. Seep as being 
the general purchasing agent. Whom does Mr. Seeiircpresenty Is he the general 
purchasing agent for tlie Standard Oil Oompany?—A. I .so understand it. 

Q. So he receives his instructions from the New York office?—A. I do not know 
from whom he receives his instructions; he acts independently so far as my 
knowl(;dge extends. 

y. He IS supposed to represent the Standard?—A. Yes. 

y. Whether he fixes his prices of his own accord or whetlnr he receives direct 
instructions from some superior official of the Standard Oil Company you do not 
know?—A. I do not know. 

Q. Is he a general purchasing agent with other agents under him?—A. That is 
the way I understand it. 

Q. Yon understand that he fixes the prices for his different subagents through¬ 
out the oil regions?—A. That is my understanding. 

Q. Have you any idea as to the number of subagents he has under him?—A. I 
have an idea; the number is very large, probably twenty or thirty.' 

Q. You do not think the number of agencies runs into the hundreds?—A. Oh, 
no; I do not think that; ‘.10 or li'J will include them all. 

Q. How large a portion of the crude oil produced is purchased through Mr. 
Seep and his .subagent.sV—A. I should think aOout 80 per cent. 

Q. Is that for the whole field, the Ohio, Pennsylvania, and West Virginia oil?— 
A. I can testify only as to Pennsylvania oil, 

CJ. Have you any information with reference to the Ohio oil?—A. 1 think that 
estimate would hold good as to Ohio. 

Q. The agencies there are under his (Tintrol also?—A. So 1 understand. 

tj. Mr. Seep, then, in posting prices that he will pay, is practically doing so for 
80 per cent of the oil that comes into the market?—A. I think about that. 

KI.UOTUATIOXS IN THE PRICK OK CRUDK. OIL EXPLAINED. 

Q. In posting the prices he will pay for crude oil from day to day, are the fluc¬ 
tuations by the barrel very large or are they only a cent or two?—A. Well, I do not 
know as to that; I pay but V(;ry little attention to the oil market. The fluctua¬ 
tions are usually a full cent at a time; sometimes a fraction of a cent. 

Q. That is a bamd?—A. A barrel. It has been '■> cents: it may have been 
higher than that at times. 

y. Do yon see any satisfactory reason why, on a barrel of oil. fluctuations 
should be so small as that? Are there any special causes that affect the market 
in such a delicate way?—A. Now that (piestion has occurred to me, and I think I 
have spoken to one or two persons about it, and the reason I have heard assigned 
is this; They have adopted the iioint system on refined oil, and the point is a very 
delicate fluctuation; for example, 11) points in oil may represent a fraction of a 
cent or a full cent, and that would account for die margin on the amount 
you stated; it is controlled in some way by the movements of refined, and the 
fluctuation of refined is by point.s, 100 points representing a cent, and it is the 
fraction of 100 that controls the prices of the crude. 

Q. ^ in your judgment these minor fluctuations that Mr. Seep makes are con¬ 
trolled by the fluctuations of the refined?-A. Yes. 
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HOW THE FBICH OF UEF’NKl) OIL IS DETEHMINEU. 

Q, The prices of refined are presuinably fixed hy the Standard Oil Company in 
ew York?—A. As I nnderstand it, they are fixed by the demand in Europe 

TVix.t-x. -mnuf Vtti ttniTt<Alw\i1v wlw» li'ju <\il f/v ovJl ji .j ... • .. ‘ 


ti.m.Avonia imply that the Stamlard chalked the nrijr. 
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Tli(‘ pulse of the luavki't s -o ef-nllvi u »‘"ation.as I understand it. 
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nanv who’d,de.^,nie’ "i”';'’ the Standard Oil Com- 
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O T„ ,1P'‘rson, and it he wants to rtdimpiish the oil at that figure it >toes. 
uvO t' r* *’“■ that IS boiiLdit by Mr. Seep varie,s with the 

Wc nllft/*' there be a pre.sumption that the two are connisded- 
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fnitlieiiiiorc that 1 Jiiunot ptM-soimlly familiar witli thd movomeiits of refined 

vrlli ! ^ii' 1 'I'l'ftcrday I asked yon with reference to the price of wator- 

::;l^rThe!,.^:i;:i“:!t.r tHepSces on export 

■ol^tlliu''ll ''‘h’'';' ">1 arc made in PittstnirB. New York, and other places, 

H n o 1 ■ i 'T,t',.l e ■ * 'flotations, and they pay no atten- 

tii.iuo local maikets, the general market is the one that controls the price of 

PIIIOES OF OIL IN CINriNN.eTl, ISia-lSt;. 

-j" ^”' 1 '' I'.ay no attoiition to these markets. Pittsbnrir or New 

lo'u^T''' ^attention to tliem; but in connection with that qiiestion I 
him Ill, some figures Bathered biu:k in bSIK. They consist in a series of reixirts 

ft! '‘nuw tm'' ", / (miemnati from the year ISIK on into the sm-en- 

tit^. JNi)w. tills ^iv(‘s fh(! local imn'kot mid not the export: 

lUi'jiDit <>! ihc( inciiiniiti < .huinlicr ot for tho yeiii-ciniinK August :tl. IW'A.j 

The price .,f this article, owiiiB to the decline in the price of Bold, was much 

I'l’,'!*’.' I ' .T'', “S", thonsh the averiiBe price is higlier tor 

till Ve.ii tlian that of the previous season. There lias been a marked faVling off 

III the pnidiietion ot the article, aceordiiiB to the statistics of the commerce of 

the rcinntry. m 

The foil,',wing was the price of refined petroleum, per gallon, duty paid, at the 
close ot each month (luring the year 18 ( 1 ,'): ' * 


September ^8 . H.fi 

October 2(!. . 8.') 

November ;j(l .. 88 

December ^8 <);j 

.lainiary il.l _ <)•) 

February . i):i 


, Cents, 

March 3!1 . . gn 

Av.ril 31). Yi 

May 31 - _ ... .';;.,;i, 

June 38. e-i. 

July36.w 

. 70 


The following were the iinports of petroleum, including coal oil, of which hut 
little IS now brought to market, the last fonryears: 


IH61-03 . . 33,000 1803-04 .. . 49 o-^i' 

1863-63.... v0,600 1864-65 ... 50*935 
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The price of tlii.o article has been very low (hiring the entire .season, bnt did not 
undergo much change. The supply has been larg(>r than the previous year, as is 
shown by the .statistics of the trade, there being an increase in the foregoing 
expiorts from New York alone of over 7,000,000 gallons. Previous to July, 1868, 
there was a tax of 10 cents per gallon on refined; since that time it has been free 
of that tax. so that in comparing the prices giv(m this must be remembered. 

<X Have you facilities for obtaining, conv(‘niently,tlie prices of water-white oil 
at Pittsburg or New Y-ork, covering the same perioil as those of export oil?—A. 
Not any more than the commission itself. These figures, I should say in expla¬ 
nation, were obtained .some years ago when I was making an investigation into 
the movement of oil. Tlio Cincinnati Chamber of Commerce seeme(l to be the 
only one that had given attention to it and kept a correct record from 1860 to 1869, 
and up to the present time. 

y. You think that Cincinnati would bo as fair a point as coutd bo chosen in 
determining the price of water-white oil?—A. It is the only point at which a cor¬ 
rect record has been kept, ’i correct record of the prices of all commodities. 

Q. I understand you to say that the prices of water-white oil in these local 
markets do not vary with the prices of export oil?—A. I said it was a matter of 
special contract in the vart us markets where it was offered. I do not know that 
1 can add to that because, in the various cities, the prices have vai’ied according 
to the (juality of the oil; but water-white, as a standard (piality, is always water- 
white wherever it is offered; the elements that enter into that are transportation; 
it may cost more to sell oil in Ohio than it does at the ijoint of manufacture, if it 
is manufactured in Pittsburg. 

Q. Certainly. If we could find one stondard market where they have kept a 
record of the prices of water-white oil from, say, the (;arly seventies or sixties up 
to date, would that, in your judgment, show us fairly well what the effect of the 
combination has be(ui upon the American consumer?—A. It undoubtedly wonW; 
it would show you the trend of prices—what the American consumer has been 
obliged to pay. 

Q. You think a record of that kind would be fair to all T(artiea concerned?— 
A. Yes. 

Q. Fully as mmdi so as the record of export prices?—A. Fully as mu<;h so as 
the export prices, taking into consideration the ditt'erem^e in the <piality of the oil. 

Q. From what you have said I infer that you believe that a great many elements 
come in to affect local prices that do not affect export prices.—A. llmlonbtodly. 

Q. For example, home competition?—A. Well, and a better (juality of oil; 
the higher the grade of oil the more the cost in manufacture, tran,sportation, and 
other things l)e.sides competition. 

Q. But if we were; to take some one market and keep a rcc.ord, comparing 
prices there with the price of crude oil, you would (ionsicler that a fair test?—A. 
Yes; and I believe Cincinnati would be as fair a marktd as you could get. 

Q. (By Mr. Phii.lips.) Would that be a fair test if there was no competition 
in Cincinnati, and there was no other market?—A. Undoubtedly. Competition 
has very little <;ffect in regulating prices through a long series of years. You 
take a series of thirty years and comp(!tition has had very little to do with it; it 
will go down to a stable price, and that must bo a remunerative one for people 
to remain in the business. 

(^. Taking a period of thirty y(iars, as you have suggested, do you suppose com¬ 
petition would appear there on the whole, as it would in, let us say. Now York 
and Pittsburg?—A. I have no reason to doubt that it would. 


■I'HK KSTAIILISH.MKNT OF Oil, EX(;il.VXOES. 

Q. (By Mr. Farquiiau.) When was the first oil exchange established in this 
country?—A. Well, from the various reimds we have, it would bo alK)utl871; 
that is, an oil exchange for handling business, as we now undiirstand it. 

Q. (By Mr. .Ienks.) That was at Titusville?—A. That was at Titusville in 1871. 
There were exchanges before that. 

Q. (By Mr. Fahcjuiiar. ) What was the chara(;ter of the exchanges before 1871?— 
A. The exchanges then were something like the ChamlMu- of Commerce, where 
persons engaged in the business would call and exchange views. It was a meeting 
ground. 

Q. How many exchanges wore e.stahlished in the country?—A. At one time I 
think there were no fewer than twenty. 

Q. When was the New York exchange e.stablished?—A. I think about 1880; but 
we can determine that exactly. 
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Q. I want to find out who the speculators wore tliat fleeced the pnhlie on oil.— 
A. On May 2, IH77, I have a i*ecord of the petroleum (‘xchan^^e l)ein^? opened in 
New York.' 

Q. How ]on^; did that exclianj^e exist?—A. That or its successru’ is in existence 
to-day. 

Q. What is the character of the exchanges in New York now with respect to 
oil?—A. Oil is dealt in in futures now. Tlniy speculate on the value of oil a 
month or a y(?ar alujtid. 

Q. The saiiK^ as in cereals?—A. That is the method of speculation now. But 
dealing in futui-('s is only of recent date. 

Q. (By Mr. PiULiJPS.) Is there any considerahlo amount of speculation now of 
thekiml to whitdi yon refer, compared with what there was 15 or 20 years ago?— 
A. It is voi'y small in (rompari.son. 

C^. (By Mr. FAin^UMAii.) What is the character of tlu‘ business in the (51 
exchanges in the oil country itself, in Oil City?—A. Then* were two eleiimnts in 
the trade*, one interested in liigh prices and one in h>w. The bears lia<l a decided 
advantage. Tlirough tlie existence of a very large stock (►f oil it was possil)l(* to 
sell along iii tlndater siiventiesand tsarly eighties and never (;over. Oil could have 
been sold short there to get the carrying rates; brokers became rich (>n‘s«‘Iling wind 
and got ( he carrying rates—all that with wind, and never covering. The eff('ct of 
that was to d(-‘pressth(i juit^es to ])r()<lucers. The larger producc'rstook a very pro¬ 
nounced stand against that sort of trading in tluj oil exchang(;s. It was denoum.’od 
severely in their meetings aiid in hdters to the press. 

Q. Who are tlie supporters of tln^ oil exchanges?—A. Th<‘y are generally called 
“ lambs'—that means the ]mblic, y<jn know; the peoph^ who conn^ from tlu; out¬ 
side and bet on tlie price of oil amt generally lo.se. 

Q. W(‘retlio producers, as \V(dl as the refiTiers and all others, interested in this 
sjMMnilation?—A. Umloiibti'dly they were—producers, merchants, laborers, and 
clerks. 

Q. So it wa.s a free field for a wliile, in an oil (^xchang(\ for peopU^ wlio took tlu'ir 
chances in speculating?—A. Yes. 

C^. Have you any idea of thiOos.ses to the ])ublic resulting from that specnla- 
ticn? -A. I havt* never heard an estimate of tliat. but if 1 were asked to make one 
iiiysidl' I should think one liiindred millions of dollars would not be too high. 

POSITIO.S OF TIIK STANUAltl.) ANU THK rilOI)lT(’KltS’ ASSOlUATION WITH KEGAKD 
TO SI»E(’i;i.ATIOX. 

Q. Was that s]>eciilation in oil in 1S()5. or what was tin* time?—A. I should 
placnit at a lat(*r jeu-iod than 1805. 1 .should place it from 1^70 up to tti(^ early 
nim*1ies. Th<‘re was v(*ry little speculation in oil after tln^ movement known as 
the Prodmrers’ Piotectivo Associati<*n. That movcnmuit killed speculation in oil. 

Q. Now. liow was tliat brought about?—A. That movement? 

C^. Yes.—A. Tt was brought about by an agreeiiii'iit hetwi'en the Standard Oil 
Company ami the association called the Pnxlncers’ ProteiTivi* Association, and 
we have the agriM'iru'iit here. 

Q. Tin'll you give credit to the joint action of the Prodni'ers' Protective Associa¬ 
tion ami the Standard Oil Com])any for the snjipre.ssioii of H])eculation?—A. In 
removing tko teatun* of injudicious speinilation. Propiu sp(*culation is all right. 
It is prom*r and just for a person to buy oil and hold it—buy the c(.*rtificates out- 
riglit. No one ever raised a von,e against that—against thepnrcliase of oil outright. 
It isthe mere gambling on margins that has been (iestrnctivo to values and injurious 
to the business standing of tin* communities in which these exchanges arclocati'd. 

Q. Since that agreement have the produc(‘rs, the Produci'rs’Protective Associa¬ 
tion. or the Standard Oil Company sustained in any way tlie petroleum exchange 
in New York?—A. No. 

(^. Have they l)('(*n adverse to it?—A. Well, I can-not say they in^ve been adv(*rse 
to it; 1 <-an simply say that they have let it alom*. 

Q. In otlier words, the regulation of prices by the Standard has eliininati*d the 
speculation in c(u-tific-ate.s mitirely’?—A. Undoubtedly. 

Q. At what date do you place Joseph Seeps quotations?—A. .lannary 2’h 180.5. 

Cj. Now, does it follow that Mr. Beep’s (piotations are standard and stable quota¬ 
tions following that agreement?—A. They are. 

Q. So we have now reached a market where speculation lias nothing to do with 
the price of oil?—A. Precisely; we have reached tlie ix>iiit now where the con¬ 
sumer makes the prices. 


* Derrick Uandl) 0 <)k, j). 3H(I. 
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EFFECT OF THE SIIUT-IN MOVEMENT ON Sl'EOlTljATION. 

Q. (By Mr. Phillips.) Did not tlie removal of a large amount of .stock by the 
shut-in agreement between the Standard and the ^irodncers have much to do with 
the elimination of speculation?—A. That was an incident or a factor in it. I was 
about to say that, in connection with the oil e.xchanges, a habit grew out of the 
speculation that proved very injurious to all concerned. The .speculator on the 
exchanges along in the early eighties began to influence the inai Ket by field con¬ 
ditions at every possible opportunity—that is, by rumors of wells, rumors of big 
strikes in localities from which facts could not be obtaimsl readily. The effect of 
these rumors was either to elevate or depress values for the time being, and no 
matter if they were corrected within an hour or two, the (effect would bo felt 
on the market. Out of that movement grew a protective system.iimong the larger 
Biiemilators, and the prominent producing com^erns grew out of that movement. 
They selected experts who were idaced in the fields at points of interest where 
large wells were coming in or expected to conii! in. It was their duty to watch 
developments and report results at the earliest opportunity. 

Q. What were they called?—A. They were called scouts. 

Q. (By Mr. Jenks.) Did these persons make the information public or keep it 
for the special use of the Producers’ Union?—A. Th<^ Producers' Union did not do 
that. It was the individual producers; the individual speculators had them there 
for the purpose of speculation. Large iiroducers had them there for the purpose 
of being inforiiK'd as to the true .state of affairs. 

Q. (By Mr. Phillu>s.) Did you eviu‘ act as a scout in those days?—A. I had 
that honor. I laid down the (piill for a period of 3 years and served as a scout on 
the frontier. 

Q. For whom?—A. For the Union Oil Comp,any. I reported to them daily and 
my n^ports were accepted at their value at the time. 

tj. (By Mr. .Ienks.) I understood you to .say yesterday that when this Pro¬ 
ducers’ Union was formed one of its chief purposes was to gather trustworthy sta¬ 
tistics and information, in order, as I suppose, to check somewhat tlu^ speculation 
on exchanges?—A. Not this particular movement. That referred to the mov<e 
ment in ISfW and 1870. I should like to refer to that later on. I havt; some data 
on that subjetd. 

Q. (By Mr. Farcjuh.au.) Before leaving the subject, will you state as nearly 
as you can who tlie parties were that |)articipate<l in that moveiiuuit from IHti.') to 
1870 and later on? Were they the large or the smaller prodmau's? And will you 
also give us as complete an idea as you can i )f who have particiiiated in the.se specu¬ 
lations?—A. That happens to be a pretty long subject, but if you will bear with 
what may seem to be a digression, I might start in by explaining what first made 
oil jirices. That will lead to the oil exchanges and the dealers in oil at the stated 
places and times where and when they did their trading. 

ORIOIN OF THE FIRST OIL MARKETS. 

The first oil markets wore, in my opinion, made by the dump men on Oil Crock. 
Now, the dumj) men were the first speculators in oil. A dump is a tank of any 
capacity from 10 barrels to 000. The dump man developed into a refiner later on, 
and as a refiner was known as the B. S. refiner; that is, he took B. S. oil, non- 
merchantablo oil, and redeemed the better parts of it and placed it on the luarkot. 
The dump man visited the small producer in all localities, bought his oil at so 
much by contract, and if there was 1 or 2 feet in the tank bottom he immeili- 
ately bought it in lump sum or so much per barrel. Hi! also bought the g<)(,)d oil, 
the merchantable oil, from small iirodncms, who could not hold their iiil long 
enough to get a full shipment of .50 or 100 barrels, whose widls had declined to 
such a point that they could not hold for a month at a time, and were obliged to 
sell from day to day or week to week. The dump man was tlnur market. Whim 
the refiners sent their representatives up in the region to purchase oil—and they 
used to travel uii and down Oil Creek like platoons of cavalry, pricing oil at van- 
ous wells—the usual method of approaching the producer was to say, “Have you 
any oil to sell'?” The answer would bo “I have so much.” And then the pro¬ 
ducer would say, “ What price are you tpving to-day? ” If it was thought the 
producer was not posted on existing prices the trader would probably reply, 
“ What is the dump man paying?’’ Receiving a reply he might name a figure 
just above it, just enough to got the oil. The dump man was the first merchant 
to make prices in the oil field. His price was steady all the time. If on could 
always market with the dump man. After tin; first few years of tho busiinas the 
market was spasmodic. There were days and weeks at a time, perhaps months 
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at a time, when there were no (luotationH or j)ricea from the refiners and agents. 
Now, in the course of time the dump man was eliminated. 

on. SOLD THROUGH REFINERS’ AGENTS. 

These refiners* agents during the first 10 years of the business were migratory; 
that is to say, they moved about through the region making individual contracts 
with producers and others. Tlieir meetings would occur at night; they would 
meet in the evening after supper and disemss tin? trade. That was the orifpn of 
the first oil exchange. Later on, as the business became systematized in fewer 
hands, they liegan to adopt regular hours for business, and one of their first reso¬ 
lutions was to do no trading after a certain hour in the day, <5 o’clock. Later on 
they adopted a resolution to do no trading after 4 o’(dock; tlnui they adopted 
banking hours for their trading, but that was when ihe oil (!xchang(? l>ecame a 
jieiTuanent fa(?tor in the trade. All the trading, say. from IMTo-Ti; uj) to 1895, was 
done in the<‘xchange. Trading done outside of the extdiange, au<l known as curb 
trading, was (ani.sidered disrepntalih? and class(‘d with bmh<'t-sho]) operations. 
The rapid fluctuations in oil in 187(> did a gr(?at deal to fosler tlie exchange element 
and sliow people that it was i)ossible to make money rapidly by th(?se wide fluctua¬ 
tions; and the sudden advanceof a barrel in 1870 broiiglit tlie public? into .siiecii- 
lation with tlie [)rodncers. I can say here and now that producers wlio remained 
out of the oil exclianges and away from s])e(ui]ation invariably got wealthy. 
Those? who went into the oil ex(4iang.’s as invariably got poor, and tin? number who 
went into the ex(?bang«‘s (mtnumlM?red tlufsewlio remained out so largely that 
they formed th(?mselv(?s into a league aftcu- a while to ccunlnit those organizations 
that had nothing to do with speculaticui and sliake out of tluun some of their 
earnings. 


TJIK SUPPRESSION OF SPECULATION. 

Q. (By Mr. PTUi.LIPs.) Were there not some exceptions in regard to the pro¬ 
ducers'' (hptain Murphy, for instam^e, was a prodm?er.and speculator. Did lie 
not niakt' a success of it both ways?—A. 1 lliank you for calling my attention to 
that; that is om? exception. 1 would thank you for anotlua- one. 

Q. 1 think as a rule you are corn‘ct. I never si>ec?ulated as you know.—A. No, 
1 know you never specnlatrd, 1 am satisfied of that; and you were one of the 
Htroiigesto])ponentsof the wild-cat speculation that (?xisted, an outspoken opponent. 
We liave lettei’s f]‘f»ni you in (Uiv newspap<*r denouncing wild-cat specjulatioii. 

Q. Especially tin? scout and mystery l)usiness.—A. That mystery business was 
the? source of tin' institution of the scout. 

C^. (By Mr. FARiniUHAit.) Are we to understand, then, tliat after this era of 
speculation and the shut down the strong men in the oil region, tlie Rockefellers 
and others, resolved to suppress all this speculation in oil and oil (certificates; 
that the Imckct shops in oil agreed to maki? the shutdown on acons(‘rvative 
basis, and bring oil up to a jiaying figure for producers as well as refiners, which 
syst(*m, as a matter of r(?gulati()n, has existed until the pi-es«?nt day; and that the 
benefit of the whole oil trade that has (come to the consumer has come through 
the' great organizations of oil men? Are we to nndm’stand by your testimony that 
the strongt*r the prodmeers and refiiuirs have been and the iiKue they have been 
united in finding a stable market, the more the consum(?r has gmnecl?—A. I 
btdieve that is true. 

Q. That is your observation?—A. Yes. 

(J. And the cnnlit of the suppression of the inordinate speculation in 1876 and 
later is due entirely to the pro(luc(‘r and the refiner, as well as stable rates of 
transportation and stable and cheap prices to the (jonsunier? Are we to undei*- 
stand that tliat is the gist, so to speak, of your remarks, or Imvo you something 
fnj'tlier?—A. Well, the producer is a man of energy and force, and his tendency 
has usually be(?n in the direc.tion of overproduction; lie has been entirely uncon¬ 
trollable. Show him an oil field and he runs off, wild and (?xcitcd, and no matter 
what the conditions are, he will drill as soon as he can get the means, regardless 
of what others are doing. That is his right; he is injuring liimself as much as 
others. 

OVERPRODUCTION AND SPECULATION THE CAUSE OF SMALL PROFITS TO PRODUCERS. 

Q. Yon say you regard overproduction as the cause of small profits to the pro¬ 
ducer?—A. Overprodu(?ti()n and speculation. 

And speculation?—A. Yes, and speculation. But overproduction has been 
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something that has hothorcrt them for more than thirty years. We noticed yes¬ 
terday that in 1803 it was necessary to turn tlie stopcocks on the wcdls, and every 
year or two sin(te there have been inoveinenta to curtail production, all duo to the 
energy of the iiroducers. 

y. (By Mr. Smyth.) Has the consumption of oil gradually increased year after 
year'?—A. Yes. 

Q. Has it kept pace with production?—A. Yes; I should .say it has substantially 
k(‘pt pace witli prodmdion, l)ut the price at which it was offered has had niuch to 
do with tliat. A reduction of the price always induces (smsumption. 

Q. (By Mr. Fahquh.vr.) What effect has the cheap crude oil on the refined oil 
pi’ofits?—A. Well, I call not say whether or not the manufacturer's profits are 
very largely controlled by the price of crude oil. When be Imys crude cdieap be 
can not sell refined very high, because the competition of the refiners is too active 
for that, and competition among the refiners controls the prices’ to the producers 
very much in the same manner. I .should say that in a iieriod of very low prices 
the refiners suffered equally with the producers. 

Q. There is a sensitive touch between the two?—A. Yes, there is a sensitive¬ 
ness between the two. At a medium iirice tbev succi;eded better; that is, at a 
jiriee large enough to make it remunerative for the refiinirand to induce consump¬ 
tion. There has to be a medium beyond which it is dangerous to go on either 
side. 

y. Testimony has boon given before thi.s commission which indicates a great 
deal of the dissatisfaction and grumbling on the part of the producer, testimony 
which goes to show that the producer is the only one that is affected injuriously 
in th(‘ whole liusiniiss. It indicates that the refiners are making money while the 
producers are losing. They have to take the rates That the Standard jmtsas well 
as their own association, which follows the Standard, as we understand it. Now, 
as a business propo.sition, can the producer ever ask to divide tlu! profit with the 
manufacturer'?—A. I should think not. 


PRODUCERS HAVE NOT BEEN ABLIC TO REOULATE THE PRODUCTION OF OIT,. 

Q. Does it not legitimately belong to the prodneers to so regulate their own out¬ 
put, trade, and husiness that they will (smserve their interest in prodin-ing tlii' 
oil and selling it to the refiner? C;ui th(;y legitimately share in any jii'olit beyond 
that’?—A. I should think not. It has been their (smstant aim to regulate their 
supply, but the business is one that is uncontrollable by reason of mov iiroduc(‘i-s 
constantly coming in with Tiew fields. The conditions eh.angi; continually now. 
If it wen; possible to form aistmbination, as did the mim who prodticed oil on Oil 
(;re(;k in 1870, when they fonned their producers’ agency, their eor\)(jration, and 
their limited partnership companies with a subscribed ea])ital and the dt'idared 
purjTose to retire the surjilus itortion of the oil. a combinalion so elo.s;; as to 
embrace everybody in the business, tin; .same prices might e.vist today, and wo 
might bo paying the prices that wen; curr(;nt in Cim;itinati at the close of 18(1.7. 
If it were possible to do that, the i)roduc(;rs could iti that case eotitrol their out¬ 
put and ask and receive anything they wanted for oil. Tin; oitetiing of new 
fields,as I remarked, brings in a <dass of m;w producers. Take, for examiile, the 
Parkers Landing field,opened entirely by what we tiow call tenderft'et, farmers, 
stock companies, persons owning ti fraction of ini interest. 1 haitpemsl to be pres¬ 
ent during the greater p.art of the develoimient of that field, and 1 Itelieve I am 
rea.sonably familiar with opt;rations of thiit kind. 

t^. (By Representative Livingston.) Do I tindiir.stand yon to say that the pro¬ 
ducers' organization is di.stinct from the ri;finers’ organization?—A. Yes. 

C^. Why do not the producers refine their own oil and get rid of these refiners'?— 
A. They have attempted that in many cases. 

<3. Why is it that they failed'?—A. Well, for that I shall have to refer yon to 
tin; otlici;rs of the a.ssociation. 

tj. Do 1 understand you to say now that the producers are able, that (hey have 
capital and brains (;tiough to produce the oil?—A. They certainly havi;. 

Q. Do I understand you to say that they can not refine their own oil independ¬ 
ently of that organization’?—A. J can answer that in this way; They never have; 
they have attemiited it and failed. 

Q. Have they not been able to cotnbine?—A. The failure does not seem to be 
due to lack of combitiation; they have combined readily enough. 

Q. (By Mr. Farijuhar.) The combination has never stood?—A. The combina¬ 
tion has stood, but it seems to bo a matter of experience. 
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Q. (By Representative Livingston.) What is the reason for that? Why is it 
that they are l.a))()ring at a ^lisadvanta^ice in the refining ef the oil? Why do they 
not put up their (jwn refineries and refine all they make and get all there is in 
it?~A. They do not do it; we kiK^w that. 

Q. (By Mr. Smyth.) It is usually considered as a separate business?—A. It i.s a 
separate business. 


HOW THE PRODUCERS ARE HANDICAPPED. 

Q. (By Representative Livingston.) If one-third of the oil producers should 
organi/A), couhl they not (‘ontrol the price? I know that if one-tnir<l of the cotton 
raiser.s will organize they can control the price of every bale of cottoTi all ov»'r the 
country: I kriow it is also true of the wheat raisers. Now, could not one-third of 
the oil pivKlucei's organize and thereby get rid of all this handicapi)ing?—A. They 
could organize up to the point of e.stablishingmanufactorie.s; but the manutactnr- 
ing tah‘nt and ex])i.'ri(*nce and the uierchaudising talent and experience might be 
wanting annnig the producers. 

WoJild the raib'oads stand in the way of their organization? Is that one of 
th(! im[)edimeiits?—A. I agre(j with what has been said about the»‘arly conditions 
in the (nl business. The nhners being able to oiler inducements to tlie railroads 
in the way of very large sbipnieiits, t)btained some concessions which enabled 
them t() tiile f)Vt“r a tim*^ when th(5y needed as.sistunce very much. 

(.^. It is very imp<n‘tant for this commission to know whether the railroads or 
any other c«)mbinations or corporations whose franchises have bec'n grant(‘d hy the 
States or tlu^hoKoal (i(jvernment stand in the way of the prodiict'rs. I do not 
se('why they do not organizes If it is the railroads or any otluT organizations 
having franchises or charter.s that stand in the way of a legitimate profit from 
their oil it (night to be known?—A. lam leading up to that point in discussing 
th'- existing organization of the prodmrers. 

(^. (By Mr. pMiij.irs.) Now, is it not a matter of sworn testimony by the pres¬ 
ent president of the Pi'iiiisylvania Railroad that the Standard Oil Company 
receivcil (iver $10,000,000 in rebiites in about fourb^en months in the early days?— 
A. 1 di) not so undenstand it. 1 understand that certain testimony was given by 
the]»resent. president of the Pennsylvania Railroad, certain figures stated, and 
lhatcertain deduetions have been made from those figures by another person who 
di<l not t»'stify. The deductions of this person are given as the testimony of the 
president. 

Q. I think tlno-e is a document* then'-A. (Intorru]>ting.) I am referring to 

that document. My remarks aii])ly to it. The president did nut testify to the 
figures and hi* gave tio sums. There is nothing stated in tlu' testimony about any 
.sums of money received. 

Q. They jKiid rebates to someone of something over .$l0,()n().<)00 in fifteen 
mouths? A. lie (lid not say that: the president did not so b'stify. 

My recolh'ction may be incoiTiMd.. It is in that volume there.—A. It is in 
that volniiK'in tli<! testimony of Mr. Lewis Eirn'i'y, jr. He testified to that, and 
it is his own testimony.'^ 

(^). \V;i,s it, not Mr. Cassatt’s testimony?—A. 1I«'goes further than Mr. ('assatt. 
Mr. ('assatt tesiifit's as to the operations of his own road; and Mr. Emery takesit 
for granted that the three other roads within the pool at that time eonc('d»‘d the 
sanH' rate, and upon this lie checks the entire jiroduction for tlu^ perio<l of 17^ 
months. He takes tin* total production for <hat period. During that jH'riod he 
was shipping to the si'aboard by his pipe line and by water iis much as ;2,h00 bar¬ 
rels a day. and lie inebnh's that. The trouble is that his figuri's cover oil tliat 
does not go over any railroad. These' roads wen* fnun the producing regions to 
th(i seaboiird. There! W(U*(^ shipments wi^stward to which this does not a])ply, 
shipiiK'iits from Pittsburg,and shipments from lliintinglou over the ('hescapeake 
and Ohio to Norfolk. 

THE EFFECT OF OVERI'RODUCTION UN l•RODUOERS UF.SUMED. 

I have said that the ills of tln^ producers proci'od largely from overproduction 
and from speculation. On the point of overproduction we will read llie circular 
issued in 1870 in (lomuxOion with the first organized movement for the betterment 
of tin? producing trade. 


* (’onjiri^ssiimal Invr-stipUion of ISHS. 

Mr. AivhiHild. pi), iUlgm); Mr. Emory,pp-O^Kt. WO. 
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Q. (By Representative Livingston.) Now, is t.liat on the point of overproduc¬ 
tion?—A. On overproduction; yes. (Reading.) 

Offick of thk Skcrktary of thf, 
Pbtroi.eum Producers’Association op Pennsyi.vania, 

Metio, Pa., April i‘5, 1S70. 

Dear Sir: This association is a voluntary organization '■ for the protection and 
promotion of the interests of oil producers." Its objects are declared to ho " the 
collection and dissemination of valuable statistics and information rcspcading the 
production of petrolemn, the securing of the most advantageous facilities for 
transportation, the protection of the producing interest against unfrimidly legis¬ 
lation and against all unjust exactions by whatever means threatened or attempted, 
and the general imjirovement of the methods of producing and k.-indling oil. 

Any person actually engaged in the production of crude petroleum may become 
a member of the association, with the consent of two-thirds of the managers 
presmit at a regular meeting of the board, upon subscribing the constitution and 
paying a memliersliii) fee of S-I. 

Among other things, the association is engaged in the preparation of a full 
report every month of the lu'oduction of oil in Pennsylvania, embracing informa¬ 
tion of value, not only to oil producers, but to all who feel an interiwt in tho 
progress of the oil-producing business. 

Tliis report is made up by districts from detailed reports of farms and single 
wells, and its correctness is verified by the personal visitation of all the districts 
by a sjiecial canvasser of ability and integrity, employed for tbi^ pur])osc^ by the 
as,so<-iation. Tho report exhibits monthly, in a compact table, by districts and in 
the aggregate, the number of barrels of oil on hand at tin; wells, tint amount of 
oil delivered from the wells, the aggregate production for the month, the average 
proiluction per day, the number of wells producing, averag(! daily lu'oduction per 
well, the number of wells being drilled, the number of wells commenced, tho 
number of wells completed, the number of wells abandoned, the number of 
abandoned wells resumed, tlu; capacity of iron tankage, the number of barrels of 
oil stored in iron tankage. These statements afford a concise view of the condi¬ 
tion and progress of the oil-producing business essential to an intelligent compre¬ 
hension of it by operators and dealers in oil. It is dc.signed to extend the .scop(' 
of the report so as to embrace tho loiuil shipments by railroad and river, tlu^ 
stocks of oil in hands of refiners, amount of ci'udo and refined in store at home 
and abroad, the foreign shipments, etc. 

The amount of money realized from adjoining fees of imunbers is wholly insuf¬ 
ficient, after providing for the necessary current expenses of the association, to 
defray the constant expense of preparing and publishing these reports, and at the 
last meetingof the board of managers of tho association the following resolutions 
were adopted: 

“Hesolmi, That, for tho purpose of si'curing funds to meet the expenses of tho 
association, each member bo recpiested to contribute, as menib(‘r.ship dues, ,«;.■) at 
the beginning of each calendar year; and that tho secretary be directed to fur¬ 
nish each member, who shall have jiaid tho annual dues as above provided, a copy 
of each Montlily Report of Production in circular form. 

Kewlt'ed, That tho Secretary be authorized to regularly furnish at $.5 per year, 
to all iiersons who may subsenbe therefor, a copy in circular form of tho Monthly 
Report of Production, and that he be authorized to furnish to all members and 
subscrilHU's entitled to receive the Monthly Report, as above provided, additional 
copies to their own addresses, for gratuitous distribution only, at such rates as he 
may prescribe, not exceeding $1 per cojiy. 

As authorized, extra copies of the report, printed upon good strong papisr, of 
light weight, to cheapen postage, will be furnisheil to members of the association 
not in arrears for annual dues, and to regular subscribers to the report, to their 
own addrtvsses, for gratuitous distribution only, upon the following terms; 


One copy I'ach month for the year......-.. .$1.00 

Two copies each month for tho year....-. 1. TO 

Each additional copy tor the year.... —...50 


All persons engaged in the (iroduction ot petroleum, either personally or as 
members of petroleum mining companies, are urgently requested to become 
members of the association; and tho.se who are not eligible to membership, but 
who feel an interest in the success of tho association, are respectfully invited to 
subscribe for the report as a means of promoting tho objects of tho association. 

It is suggested to petroleum mining companies that, w.bile they <^an not as cor¬ 
porations become members of tho association, it would be gratifying to receive 
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from eai'h company fmoh a contribution to the fnmls of the association as would 
cover a membership fee for at least each of the officers of the company and mem¬ 
bers of the board of directors, together with such of its employees as they may 
see lit tej constitute members of the association. In addition to the iidvantage of 
having eaidi one who may bo engaged in carrying on the oi>erations of the com¬ 
pany thoroughly po.sted in the statistics and facts relating to the petroleum busi¬ 
ness, the presentation of a membership in the association to an employee would 
be a .iudicious method of expressing appreciation of his services and of increasing 
his intelligent interest in the business. 

Please make remittancis liy post-ofSco order, or by draft when convenient, 
addressed to F. W. Hastings, osip, assistant secretary, at Franklin, Venango 
County, I’a., wlio will acknowledge the same as received, and forwani receipts 
therefor signed by the .secretary and treasurer of the association. Be careful to 
give acmirately and fully the name and post-office addre.ss of members and sub¬ 
scribers, that no errors may occur in acknowledging receiiits and sending reports. 

Please favor the association by such subscriptions as you may be able to make 
or secure. 

Respectfully, (J. V. Culver, 

Secretary of the Petroleum Producers' Associatum. 

Q. (By Mr. Phillips.) What date was that?—A. April 2.'), 1870. Asproduction 
proceeded llu^ consumption did not keep pace with it. There was a constant 
increase ill the siipiily above ground. It became apparent that further efforts 
were reijiiired for the betteniient of the trade. A concern, known as the Pro¬ 
ducers’ Agiuicy, with a stated capital, was therefore organized to purchase from 
the producau's within this assocuation, a certain amount of oil per day or per month 
and retire it. or store it and keep it off the market to the disadvantage of the 
consuiuer. It will be sufficient to state briefly what they proposed and expected 
to do by tbe retiring jilaii. 

Q. Was tiiat ever carried into effect?—A. It was carried into effect to the extent 
of an organizalioii. 

t^. It never had any elfei’t on the market. The money was not subscribed, the 
plan was not (Uirried i lut?—A. The nioiuy was partially siiliscribed and the organ¬ 
ization effected. Iain attemiiting to show the efforts the producers were con¬ 
stantly making for tbe betterniimt of their own condition and that was an effort 
to put tlieir business on a paying basis. 

y. Was it an eft'ective one?—A. It was not. 

CJ. (By Representative Livinokton.) Tell ii.s why?—A. The only reason I can 
assign is tb<' (ainstaiitly varying condition of the oil trade. With every change 
ill the field new men were brought into the business .and they were generally tlie 
most energetic ami aggres.sive of producers. They went on regardless of the 
exjierieiice of others. 

WHAT IS MKA.NT BY OVEBPKOUUCTION. 

Q. What do you mean liy the ovenirodiiction?—A. I mean more than would be 
con.siinied at rmniinerativc prices at the time. 

Q. You mean more oil than the world would consunio?—A. More oil than the 
world would consume at that time; the facilities for taking care of a large sur¬ 
plus jirodiiction were not in existence at that time. 

Q. How much have the producers and refiners ever had that they carried over 
18 months?—A. Forty million. 

Q. Forty million barrels?—A. Forty million barrels; yes. They had 40,000,000 
barrels that they carried substantially for 10 years. At the end of 10 years, at 
the ])oint of highest production, there still remained ill ,000,000 barrels.' 

Q. (By Mr. Smyth.) Was that carried by one or more parties or by the trade 
giuierally?—A. It was (;arried by the trade generally but tho storage was supplied 
by one (larty. 

Q. Who was that party?—A. The National Transit Company. 

Q. (By Mr. Clarke.) Is it not a fact that the existeiKas of that quantity of oil 
in tln^ world av.ailable for the market under existing conditions had the effect 
of preventing the very object they sought to a<;complish?—A. By this organization? 
4 Yes.-A. Undoubtedly. 

Q. (By Representative Livinoston. ) During the time they carried that surplus 
oil was the price le.ssqned to the consumer?—A. Not materially, but gradually. 

( 5 . Explain why it is that a surplus like that did not lessen the price to the con¬ 
sumers.—A. Aro you speaking now of the year 1870 or the time of the greatest 
production? 


' Huo tiilfln «)l’ 8toc‘kH, p. 4.%, 
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Q. At any timp.—A. My rp^ly was on the asaiimption that your (jue.stion 
referred to the period of 1870. There \va.s no material reduction then, hut at. tlie 
point of the {rreate.st production and ipiantity of st(x;ks there was a very material 
reduction in price. 

Q. Do yon catch my question ? You say the price to the consumer was not 
materially reduced. Why not?—A. My answer assumed that your (luestion 
referred to 1870. 

y. Well, at any time?—A. (Interrupting.) I will change my answer in that 
event, and say it was greatly reduced. 

Q. At any time?—A. Yes, at some timo it was greatly reduced. 

Q. (Hy Mr. Smvth.) Owing to this large surplus?—A. Owing to this large 
surplus. I did not mean to give an evasive an.swer. I will state that, at the 
period of the large snr]ilus, the price to the consumer was gradually lessened. 

Q. (Dy Repre.sentative Livingston.) Is that the time of the foi’ty millions?— 
A. That was at the time of the forty millions. 

THE rnicE or refined oh, has been constantly reduced. 

Q. What was the reduction?—A. To the producer? 

Q. No. to the consumer.—A. To the consumer from the prices we have noticed 
at (liiudnnati in 186.')- 

C^. (Interrupting.) No.no, I do not want any dates. I want to knoiv what the 
reduction w'as when you had the hig surplus of oil ?—A. Well, it w.as reduced to 8 
or 10 cents a gallon. I can toll yon preci.sely in a moment. 

Q. Take it for granted that it was 10 cents, did you regain that loss?—A. It 
does not appear that there was a loss. I believe that oil was .sold at a iirofit at the 
time. 

Q. Was the price raised to the consumer later on when the surplus disap¬ 
peared?—A. I think not. 

Q. It remained thert? ?—A. It remained there; kept decreasing. 

y. It is a fact that the price of refined oil has been steadily decreasing for the 
last l.'i or 20 years?—A. Constantly. 

movements in the I’BICE op stock compared with movements in the ITtlCH 

OP OIL. 

Q. Did the stock in the companies also gradually decline?—A. Th(> stock of oil? 

Q. No; I mean the .sto(;k in these corporations. Did the value of the Standard's 
stock dix'rease with the decrea.se in the price of oil'?—A. I think not. 

Q. (By Mr. Smyth.) I suppose the co.st of handling oil has decreased very 
much?—A. Yes; very much; great improvement.s have been made. 

y. (By Representative Livingston.) Now. if the iirice of oil has decreased to 
the consumer on account of the .surplus, and the price of the stock has not. will 
you explain why?—A. Well, I will answer that in this way; If there were any 
profits in manufacturing thiui hy any partimilar company, it might be said that 
it was due to the larger volume handled and manufactured, the reduci'd rate of 
jirofit being made up on a very large quantity. But lot me say that the profits are 
not all with the Standard Oil Company. The iirodu'oers in the meantime have 
made enormous profits. 

C^. I understand that, although the price of oil decreased and you were carrying 
a large surplus, the value of the stock of the Standard Oil Company increased'?— 
A. The cost of producing and refining oil decreased very materially in the fol¬ 
lowing years, 

y. It seems as though that did not depend upon the cost of production or any¬ 
thing else. It seems to be continually going uj); do you know what it is worth 
now'?—,A, I have not heard any (piotations of the value of the stock; I am not 
prepared to exiircss an opinion upon that. 

THE OBJECT OP THE PETROLEUM PRODUCERS’ AGENCY. 

Q. (By Mr. Farquhar.) It is a good deal like the Chemical Bank of New 
York?—A. Now, the puiqioso of the agency fonnod by the Petroleum Producers’ 
Association, which was created in 18611 and 1870, is contained in a tow words in 
what is called the practical exhibit. (Reading;) 

‘' The establishment of the Petroleum ProduciTs’ Agency is expected to accom¬ 
plish among others these important things; 

“1. It will prevent unwise competition between producers and sellers, by tak¬ 
ing advantage of which buyers contrive to depress prices. 
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“ 2. It will, as a rnsnlt. secure a fair price for whatever aYnonnt of oil the world 
re(]uires—unaffected by tlie fact that there is more produced than the consump¬ 
tion demands. 

“ The surplus oil beinp^ kept in the control of the agency, it can not be used 
by anyone to manipulate or depress the market prices. 

‘•4. The surplus oil placed in tank exactly represents the overproduction and 
u!icrringly indicatt's its extent and iiicrcas«\'’ 

(By R((pivs(‘nt.ative Livingston.) I understand from that that you will 
make more money by holding oil than you can by putting it on tin* market?—A. 
Tlmt is it, precisely; that is the wholtj subject in a nut sliell. (Continxics 
r(‘ading:) 

“5. No concealment or misrepresentation can be made of llie stock, or over- 
pro<luction to unduly affect pricc.s. 

“ti. Eveiy producer being the holder of a tank receipt represemting his share 
of the suv]/lus oil is doubly interested in restraining overprodui'tion—l)ecause 
suffers both from the inability U) r(*alize upon his re(uM])t tor oil in tank and from 
having to <lodiu*,t from the value of his production the value of that riMpiired to 
1 m‘ placed in tank and the cost of tanking it. 

'• r. Th(^ effect of com]KditioTr and of the lack of it in buying ami selling crude 
oil is shcfwn by the fa(^t that with an (‘stablished (hmiand for lii.OOO liarri'Is of oil 
a <]ay and a produ<*tion of the sanu‘ amount, the advantages <»!' tin* Imyers and 
sellers are so nearly halancc'd that isf) a l>arre] will he freely paid l>y the hnyevand 
aeecpte«l by the seller—yiehling $80,000 a day for the gross production: hut if the 
production should fall off’, say, 1,000 harrtds a day, competition helwe<*n buyers 
would (‘xist to such an i^xtimt that $(J wouhl he just as readily imid am) he readily 
accepted, making $00,000 for the whole. If the production siimild still further 
decrease' so as to not exct'cel M.OOO barrels a day, the \n‘ice would promptly advance 
to ov('r .$7, and realize at hxist $100,000 for the total.*’ 

Q. Make'a little explanation right there. Would that he indep('ndent of the 
sur])lns carried? Would tlie* price vary notwithstanding the' surplus?—A. The 
surplus would he retired and kept out of the' way when tlie market advanceel. 

(<i. Your answer is yes?—A. Yes. (Continues reaeling:) 

'• If, InweveT, the advantage W('re to turn the other way. as would soon be the 
case with sncli stimulating prices, anel the* production should jcacli, say, 17.000 
baiTcls. cxcea'ding the demand by 1.000 liariols, the competition would he between 
tln' sellers insh^ad of the huy('rs, and the jiriee would di'eline to $4 a barrel, mak¬ 
ing $(>8,000 for the daily ])roduction: with less readiness h^.OOO barrels would 
bring at most per harn4, or $(>){. 00(1 in tin; aggregate, while 10,000 l)avrel.s 
would liardiy find purchasers at, $8 per hari’cl, or $57,000 foi the daily product, 
ami a, \>roduclion of 20,000 barrels would not command .$2.50 per barrel, or less 
tlian half the amount that a production of 14.(M)0 harn'ls would n-adily eoUimand, 
and apparent permanent production in excess of 20,000 barrels wouhl so thoroughly 
demoralize the market as to make pt'troleum without a reliable 4 uotation.’' 

Twenty thousand barrels theri^ was eonsitlered a very extravagant estimate of 
the production. If it ever reaclied that the husines.s wouhl not only !>e a losing 
one, hut there would he no market wliatever. (Continues reading:) 

“Tin* logic of this undeniably correct statement has a thousand times sugg('sted 
that it would he a ])rofitable speeulatioii to huythe «‘iitire production at the price 
wliicli is current wlien production is largely in (‘.xcess of (Icmand. and, reserving 
tudy so much a.s tlic market would actually rc^piirc, to s('t tire to the n'lnainder, 
])ut it out of existence, and thereby realize twice as much from the remainder as 
the wliol(' cost." 

That would he justifiable, would it?—A. That is what they say here. (Con¬ 
tinues reading:) 

“ Wanton as the destruction of such valuable mati'i'ial would ho, hut otk^ con¬ 
sideration has prevented its accomidishment long ago a.s a s])ecnlation—that is. 
tlie great advance in price whi(^h would naturally result from its consummation 
would so stimulate production as to entail upon the (‘iiterprising speculator the 
possibility of loss by a second stock larger than the first- 

“ There is, howev<ir. a common-sense method of accomplishing a better result 
by better means. The oil is too valuable to dcistroy or wasti': and to withdraw 
the supply from competition with the amount which tlie world requires would 
enable tlu( producer to realize a fair price for what is sold and retain the surplus 
without other cost than that ot putting it in tank. But who shall do this? If any 
individual or firm or company were to undertake it they would find their 
resoiii’ces. however large, eventually exhausted, only to make a market for an 
enlarged iiroduction stimulated by their enterprise. 

“ There is but one way to secure a community of interest among producers: By 
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affording them the advantagee of the good prices resulting from selling through 
our agency without coiniietitioii, and compelling them to bear uniformly the bur¬ 
dens and losses resulting from e.xcessive overpro<luction. These ends are sought 
to be accomplished through the agency, which undertakes to receive all the oil 
produced, to pay a fair price for what the world will consume, and to tank the 
surplus at the cost of the producer, for his benefit. 

"The following tabh' shows the practical result of selling 16,000 barrels of crude 
oil a day at $o a barrel and storing the excess at the expense of the producer, 
estimating the cost of tankage at $1 per barrel. 

‘ • Observe, that if the supply is not in excess of the demand, the full market price 
will bo paid for the entire production as fast as delivered, so that there would be 
no delay in making payment, and no tanking of surplus oil. 

. table is only to show what would be the result to the producer, the demand 
being for Ki.OOO barrels a day, and the production steadily rising from 17,000 to 
21 ,0()0 barrels a day. 

" The operation of the t)lan is to secure the producer a minimum price of $.5 a 
banal b trail the oil whidi can be sold—deducling therefrom only the cominissions 
for sdling tin; oil jind the cost ttf tanking the surphis. For his interest in the sur¬ 
plus oil in ston,' and in the tankage he has a receipt estimated in the table at a 
valuation of $0 a b.irnl, at which valuation it is assumed tin! receipt can be 
readily sold, if tin' proilucer proposes to realize upon his entire production rather 
than wait for the 8uri)lus oil to be marketed at a higher rate. 

"The table shows at a glance what the prodneer will realize from the advance 
made by the agency, what the proceeds of the sale of the oil in addition to the 
advance, and what his interest in the stored oil is worth at the estimated value. 
The right-hand column shows what In; may realize per ban-el at once on his entire 
production by selling his interest in the tanked oil with the amount marketed. 

"The advantage to producers—resulting from the establishment of the agency, 
by which the rates indicated can Ix! realized from .sales through it—contrasted 
with sales made in comi)etition between .s(‘llers, is so marked and decided that it 
needs only tho .sample exhibit to prove that by the operations of the agency, at 
least from $1 to .$2 a barrel upon the entire production may b(! saved to the ]jro- 
ducers at largo—amounting in tin! aggregate to from $6,000,000 to $13,000,000 a 
year." 
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5, (NX) 

5, (XX) 

I2,IXX) 

.58 

8. .58 

1.42 

.71 

4.29 

22,000 

(XS.IXNI 

44,<XN) 

80.(KXI 

O.(XN) 

O.(NX) 

8, (XX) 

.:f7 

3.87 

1.6.3 

.811 

4.18j 

2:i,<NN) 

09,000 

40.0(K1 

80.4XX) 

7. (XX) 

7.(XX) 

4,(XK) 

.18 

3.18 

1.82 

.91 

4.{») 

24,0<I0 

72,'XJU 

48, 

80. (NX) 

H.lXM) 

8. (XX) 

0 

.00 

3.00 

2.00 

1.00 

4.^X1 


Q. (By Mr Phillii-s.) Now, was not tlnat a wild, visionary scheme? Itdidnot 
3 ause a rmple in the oil fields at the time it was pre,sented, and there were very 
arge producers that never heard of it,—A. I am not prepared to agree with you in 
:hat statement. It seems to me there was a very considerable discussion of it in 
;he newspapers. It was talked over at various points in the region. A fund was 
mbscribod for it at that time. While inoperative it was owing to other causes, 
[t failed to go into oper.ation because of the enormous production at that time in 
Sutler County. Had conditions remained ,as they were when it was contemplated 
t would have nndoubteilly gone into effect. 

Q. It was entirely ineffective and inoperative and was not received generally 
)y the producers?—A. It was inopiuative. Here is substantially the same plan, 
idopted a few years later by the Petroleum Prcxlucers’ As.soclation. This one was 
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effective. ARoncios were established at varions points in the oil regions for the 
purcliaseof oil. Oii was bought from the producers and sold substantially on the 
same ])lan tor the puri)os(! of retiring it, as may lie seen by the report of the com¬ 
mittee on organization of the Petroleum Producers' Association, Limited, adopted 
by the general council of the Petroleum Producers’ Union, of which Mr. B. B. 
Campbell wa.s pre.sident. That was a partnership affair. t 

Q. Did that have any material effect on the prices either to the producers or 
consumers?—A. I c.an not say that it did. But it was an effort for the improve- 
nn.'nt of trade conditions at that time. An addre.ss by tin’ general council of the 
Petroleum Produiau's' Union of tlie same date; states tin’ reasons for the (existing 
de|)ression and urges producers to join the union. To this movement a million 
dollars was sub.scribed. 

t^. Was it ever pai<l in?—A. Well, we have only reports of the subscription, 
acknowledgments of (he same, and the fact that it was pul, into practical opera¬ 
tion. Agencies were establisbc<l at various iioints in the oil country and they set 
up oiiposition buyers. 

CJ, Did it have any especial effect on the trade?—A No noticeable effect. It 
was v(Ty shortly abandoned, but it was an outgrowth of the movement inau- 
gui aled by D. Armstrong in 1877, 1878, and 187tl. Benjamin Campbell succeeded 
to the chairmanship. 

KESTKICTIO.NS on PBIt.blNO OPERATIONS. 

I have here a drilling contract to which reference was made yesterday that I 
should like to submit. It is in connection with a movement in 1887 and 1888 for 
the restriction of operations in interior drilling; 

Exhibit IV. 

BOUNDARY LINE DBILLINU CONTRACTS. 

Whereas exce.ssive waste h.as occurred in the past from the prevalent practice 
of lighting lines. wbi<di Largely increasial (‘xpenses without adding permanently 
to the production, whiU; it caused a spasmodic and temporarily excessive produc¬ 
tion, with a vicious inliuiuice on the marki't price ol' petroleum: 

Now, therefore, to correct this waste and relieve the indu.stry from the evils in 
the future, we, the undersigned producers of pctroieuiu, do hereby agree to and 
with each other, as follows: 

First. That here;ifter the number and location of wells for the production of 
petroleum along or adjacent to the exterior boundary line of any producer on 
either side of s:iid line slnill be determined by the agi'eement of the producers 
interested in the production along said boundary line, or, incase of their failure to 
agree, by three arbitrators, one to be chosen by the producer or producers on one 
side: of tlie said boundary iine; one to lie chosen by the producer or producers on 
the other side of the said boundary line, and the third arbitrator to be chosen by 
the two so chosen )iy the jiroducers aforesaid. 

But no deci.sion of such arbitration shali be permitted to deny altogether the 
right of a producer to drill when he can not drill at all without drilling within 
800 feet of the boundary. 

Second. No well sbal'l bo drilled on or within 800 feet of any boundary lino 
until its location shall have been iixo’d by agi'eement of adjoining producers or by 
award of arbitrators as hereinbefore provided. 

Third. This agreement shall apply to boundary lines between subscribers to this 
contract, and not then at points where one not a subscriber adjoins and drills 
within 800 feet of the suliscribers hereto. 

Fourth. Any subscriber hereto who .shall violate this Rgreemcnt shall pay to 
the producer or producers owning or operating the temtory adjoining his bound¬ 
ary line, who are subscribers hereto, for every well put down along said boundary 
line contrary to this agreement, such damages as may be awarded by three arbi¬ 
trators, or a majority of them, to be chosen in the same manner as herein pro¬ 
vided for, the fixing of the number and location of wells along boundary lines 
when producers do not agree. Such award shall he final and conclusive, and for 
the amount so awarded, respectively, shall have the right to sue and recover 
against offender or offemlers, as if this contract were between such parties only 
to this contract for this purpose, shall be considered and construed a several con¬ 
tract, of every subscriber to and with every other subscriber hereto. 

Fifth. In case of a failure to agree as to the number and location of wells along 
a boundary lino, if any producers, or producers subscribers hereto shall neglect 
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or refuse to choose an arbitrator, as provided in the first clause of this contract, 
in that case the exi>(‘nliv(‘ board of th(^ local assembly of the proper district of 
the Producers’Pi'ot(!(itive Association shall, and they are hereby authorized to, 
appoint a suitable person to act as such arbitrator. And every producer shall, 
witliin 8 days aftt'r r(‘(juest made by another producer, either a^i'ee or appoint his 
arhitrat<tf’as aforesaid, or he shall he eonsidered in default, and the arbitrator 
shall then forthwith he appointed by the executive board asal)ove provided. 

Sixtli. Every subscriber hereto further aj^rt^s that should lie (convey any or all 
territory af anytime to otlier parties, he will make such conveyance subject to 
all th<‘ conditions of this contract. 

Seventh. This contract is to tak(‘ effcn-t on and after September s, 1888. 

INTEKIOH I)UILLIN<1 (’ONTKXC’T. 

Whereas abundant t<‘rritory as well as our owii (‘xperienc<* ((‘aclie.s us that the 
prh'e of HTiy commodity is mainly dependent upon the relation between supply 
an«l demand, and that ix'troleum is no exception to this rule: 

And whereas the exc**ss of visible supply of sto<^ks of petroleum, furnishinj,^ an 
api>arent HUpply larirely in advance of tin* immediate demand, has been and .still 
is the most depressinj^ circumstance which alfects tlie petroleum industry; 

And wber(‘as the <‘ffe(d, <d‘ our “shut in” ()f production for 8 months, while 
not as .advantageous as we lia<l liop«‘d. has TU'vertlieless put tl)e price on a higher 
plane than that upon which it had pn'viouslv n'sted. and, as wo b('lieve, lias jire- 
vented the commodity from sinking? to even lower prices than wo had experiimce 
of in recent years, and we liad. therefore, to limit the production by a moderate 
restraint of drilling, as demanded liy the interests of the prodnei'i s of petroleum 
until the stocks are reduced t<) an amount consistent witli the healtliy relation 
i)('twt‘(‘n supply and demand, and. as a result, tlie recadpt of nmiunerative prices 
t<i th{‘ producers; 

Now, ther(‘fore. we. the undersigned, producers of petroleum, do lierehy agree 
to and with each other that we will not drill any wells for the ]»rodnction of 
I)(‘troleum on any farm fir tract of land owned by us. except along or adjacent t* • 
I'xlerior Ixmmlary lines of our respective' properties, to a greater extt'iit, exclusive 
of boundary-line wi'lls. than one prodmang well for each aitros and each frai-- 
tional part of aerc's; ])rovided that ad<litioinil wells may ))e drilled with tlie 
(MUisentof till' local as.seinhly of tlie Producers* Protective As.sociation for the dis¬ 
trict 171 whicli the particular i>roperty may he situated and of the general ('xecii- 
tive lioard of said producers* association, or, in cas(> siicli consi'iit can not be 
obtained, upon allowance ot the arbitrators, or a majority of them, otu* to ]»<• 
cliosen by the ]Mn'son or ]M*rsons desiring to drill, one to b<‘chosi'ii by the ]ee;il 
assi'inhly of tlie Producers’ Protective Association for t he district in whiidi such 
])roperty is situated, and the tliird by the two so chosen. 

And we further res])ectiv<‘ly agret'that all conveyances mad(' by any of us of 
oil territory during the (xmtinnance of this contract sliall he inad<^ expressly snb- 
je<‘t to all the conditions of this agreement. 

This agreement shall continue in force until the 1st day of May, 18H0, hut may 
he abrogat(‘d befori' that date liy the votes of a majority of tin* general assembly 
of (he JhixliuxTs* Protective As.sociation. and such general assembly shall be con- 
veiK'd to consider the (pie.stion of abrogation upon the demand of omMhird of the 
local assemblies of said a.sso<'iation. 

.VniOMlTS To IMI'ICOVK TIIK CONOmo.N OF THE JU.’.SIVKSS I.\ 1887 A.M) (MHM. 

We have the varifui.s niovenients Icnown a.s shut-in or shut-down mov(‘m(*nts for 
the betternu'iil of tin* oil ]>roducers from 1871) up to 1887 and 188M. ornittiug that 
of 1881. which was only partially successful. 1 will read a few notes I liava^ made 
on the s!ibj(M‘t for the puri>ose of coniUH'ting this association witli snbsi'ijiient 
enteriirises in which tln^ producers' a.sso<*iation started newpijx* lines and refin¬ 
eries, the Pnr<^ Oil Company (*inhracing tlu' wJiole inovenient. (Reading:) 

Tlie shut-down movcmient of 1887 and 1888, in whicli the Standard Oil Com¬ 
pany cooiierated with the producers and did mucli to make the mov^mieiit a suc¬ 
cess, was no doubt tin? most sncc<-ssful action ever inaugurated by the producers. 

Having its inception among some of the heavy operators in tlu^ Washington 
County field, it extended over the whoh; region and emhrae.ed all hut a very few 
of the operators. Tts scope was wider ami its (‘Ifect gri'ab'r than any similar 
movement. The mutuality of interest among all branches of the trade r»‘ndered 
its suecess certain. Thus we find that the producing, refining, land.and working 
interest all cooperated to make the movement a success and dnhance the value of 
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the proiluctof the producer. Tlio Taylorslown operators, controllins acres 
of producing' tenitory. early in June entered into an agreement to restrict ]>ro- 
dnction. At this period tlie'reduction of stocks was p»in^ on iinite rapidly, hut 
th(‘ market was in the sixties, with th<» consumption H.()()(» barnds a day ov(U* the 
production; hence the conditions were favoratde for the inception of th(‘ move¬ 
ment. On Auf^nst 3. at Bradford, there was a meeting of repn‘s<'iitativ(‘ pro- 
dncc'Ts at the invitation of H.L. Taylor, of Buffalo, at which tiim^ it wasdevtdoped 
that the ori^anization pondinp: was so nearly complet('d as to insure a successful 
undertaking of the work mapped out, and the meeting decid('(l to postpom* action 
for a short time. About the same time the P. P. A. Indd a b‘\v s<‘cret meetiiij^s in 
Bradford in the interest of the shut down. The movement In came the subject of 
much discussion in the newspapers, and its i)robable outcome was very tlioroii^(hly 
dis<uTssed. 

TIm^ sensational press f?ot in its work on this movement early in the p:am(‘, and 
amonji other tl)in^>:s ^iven publicity by the: Olevedand Lead<‘r in coni'cction with 
tin' shut-down movement was a series of propositions which implied that the stde 
obj<'<*tof t he movement was a battle aj,oiijist the Staitdanl Oil Company, wbieh 
allcf^ations were promptly deiih'd by Mr. Kirk. Tlu* Derriek criticised the action 
of oiu' man in Butler County wbo was alle^aM to be hustlin^^ to ;^ct down all the 
boles ho could whihi tlK^mdiminariesof the shut down w<*ri‘ beiiii^ :irnni^;ed. In 
Butler County, in the Ridbold pool, he had two wells doiii;^ Imrndsaday. 
The Dmrick made a eoujde of attemids to interview iiiiii on the subject of the 
sinit down, but he maintained a .strict silemre upon the subjec;t. Kiarly in iSep- 
lemlMT tbeni were iiioctinj's of the P. P. A. at Bradford, end a eoutcrenee of 
lar.e:i* producers at Pittsburg, which included D. O J)ay. of tlie National Transit 
(’oiii[)aiiy. The o])erations in Butler Comity attra<*tcd special atb-iition. and a 
.special to the I)ciTi(‘k from Butler assert<‘d tluit tb(‘ o[iefator was a sliut-down 
man in name only. The leading producers, about the midOle of Si'ptember, bad 
anotluT confcrmice at Pittsburg with otficials of the Standard. ]nesumably on 
matters (connected with the slnit-dow’u movement. It was h*arned from Wash¬ 
ington ('ounty that MeKeown and Willets. two of tlie largest operators in the 
field, had refused to have anything to do with the movement, conleinling against 
the shut-dowui movement as a mi'ans of bettering the conditions of the trade, 
wliicb bad been depressed from ov(*rprodnetion for It) years. Some persons 
assisted th-it the shut-down movement would have the effect of liriiiging in new 
jirodueers, with the result of defeating the very objis^t of the project. The dis¬ 
cussion ill tb(' Derriek of the shut-down inovtunent cov(‘red a wi<h‘ scopi', and 
many diversified opinions as to how to lietter conditions were expres.sed, but the 
gi'ueral trend of o[)inion was birge.ly in favor of tlie shut down. The production 
from the three wells in tiu' liiebohl pool amounted tluoi to ri.OdO barrels daily, and 
on September 3t-‘ a meeting of the P. P. A. was held at I’huienton. at wbieh mat¬ 
ters pertaining to tlu^ slint down were iMuisidored but not made puldie. At this 
same meeting and among the Enihuiton ]>r()dueers it is .sai<l tlicre was a-deei<led 
change of sentiment toward the Standard Oil (^»ml>any. it lieing asst rleil that 
l)ut for tlu^ Standard tlie Pcmnsylvania oil would be sidling at .‘>0 emits ]M‘r barrel. 
On ()<‘.iober 3 tln^ 4 wells at Reibold were making 5. lOo liarrels a ilay. wbieh might 
be called a iiretty strong showing for a man working for the success of a slmt-down 
movmneiit. Tlimv is no intention of slating that his actions wt're contrary to 
contract; evei'ything was oixm and understood. 

At the middle of Oetobtu’. N. F. Clark, one of the leaders in the shut-down 
movi'meni, stated that HO ])er e.mit of tln^ producers had joined the P. P. A. and 
were ri*ady to get into the shut down: he also found that mon* than two-thirds of 
tiu* oil was produced by the small producers. During llu* month of Oi toher the 
exiH'utive committee of the P. P. A. made strong etforts to get all tlu* producers 
of oil into line, but still the gushers continued to arrive on s<*hedule time at Rci- 
hold, and on October 30 anotlier was added to the list, making an aggregate pro¬ 
duction of 5,7)30 barrels from 0 wells. Tlie first autluaitic news that tlu* shut 
down would be a success came out October 34, when it was learned that ti»e 
movement would go into effect on Novmuber 1, and that its essential features 
were as follows: The shut down was to include the shutting in of not less than 
one-third of the production of tlie operators in the agremuinit, the cessation of 
drilling operations, and the general e.ooperation of tlu^ prodiudng eh'inent. Tlie 
Standjird Oil Cora])any (mtercul into tlu; agreement to help make it sueei'ssfnl. 
The company set aside 0,000,000 barrels of oil. Tlu* jirolits upon 5,000,000 barrels 
of this, that is. the advance above t>3 cents, they proposi'd to donatr* to the pro¬ 
ducers, wiiile the pr fits on the other 1,000.000 were to accrue to the oil-well work¬ 
ers thrown out of work by the shut in and shut down. This r(‘sult was arrived at 
only after irrolonged and energetic negotiation on the part of the producers, but 
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once all the elements of the bnsinefis were combined it was practically assTired 
that the movonient would lie successful. This looked like a one-sided proposition 
wherein the Stanilard was not likely to bo much of a winner, but, th.at beins tlio 
agreement brought home by the producers’ committee, they returned to the region 
with the solo idea of organizing tho producers and making a success of the move¬ 
ment. How well they succee lod in handling the question is best evidenced by the 
fact that tliere wore then 14,001) producers, and that they succeeded in enlisting 
85 per cent of the number into the movement. 

BUSINESS .\SSOClATIONS OHG.ANIZKI) BY THE PKOOUCEKS’ PKOTECTIVE ASSOCIATION, 

That continiK'd in effect until October 01 of the year following, both ,sides to 
the agreement f.iithfully carrying out every condition. The Producers’ Protec¬ 
tive Association continued their organization, whiidi at the stiu?t was secret. I 
think the restriction extended so far as not to permit the naming of any officer of 
the conceni: anyone holding an office in the association was not allowed to be 
known by name outside ol the organization itself. Altogether it was oin^ of the 
clost'st corporations ('ver organized for business purposes. Tlu'y continued to 
hold their nn'otings and di.scuss the conditions of the trade, which wei’i? not per¬ 
manently bettered by this shut-in movmuent, owing to very large dev(dopments 
at McDonald -within two years of the termination of the shut-down agreement, 
where an enormous production took ])lace in a very short time. While operations 
were ^irogressing in McDonald, the Pioducers' Protective Association proposed to 
organize business as.sociations fostered by their own as.sociation. Tlu'y were 
instrumental in organizing at least three or four, of which the first was file Pro¬ 
ducers' Oil Company, Ijimited, which had a c.apital of $0(10.()()(). This went into 
business in Allegheny County, in the vicinity of the McDomald oil field, but on 
the edges of the field, and did not participate to any great (cxtimt in relieving the 
producers of the overi>ro<luction existing then'. After a period in whicli no \-ei y 
considerable success was achieved, another company was organized, known as 
the Producers and Refiners' Company, in which certain refiners, coopi'rating or 
combining with the associated pi'odncers of the Pi'odm'ius' Oil Company, sub¬ 
scribed $'1.50.000 aihlitional caidtal, which was invested in liipe lines furnishing an 
oiitlet from the McDonald field, or the terminus of the Producers’ Oil Company, 
Limited, to the refineries at various jioints in Pennsylvania. Tho next .step ill 
the movement was to combine these conqianies by a sale of one to the oilier. 
The Producers’Oil Company, capitalized at $000,000, was absorbed by the Pro¬ 
ducers and Refiners' Oil Company, capitalized at .$'d.50.000; in effect, the wi'iik 
company took and assumed the iiroperty of the greater concern. Prom this time 
the Producers’ Oil Company practically went out of (;xistence, though I think the 
organization was maintained and all the property of the I'roducers’ Oil Com¬ 
pany, Limited, was not di.sposed of at that time; some of it remained, and perhaps 
still remains. Tliis proving unsatisfactory, another consididation was made 
about 181)4, by which the Producers and Refiners’ Oil Company undertook to 
absorb the United States Pipe Line Company, a comiiany organized with a capital 
of $1,000,000, with two systems of pipe lines, and according to the terms of the 
purchase, the stockholders of th^ United Stall's Pijie Line Company—the only 
straight and real corjioration connected with the whole concern, because it is 
incorporated under tho pipe-line act of Pennsylvania, and none of the others 
are- 

Q. (By Mr. Phillips. ) (Interrupting.) The others were limited partnershiiis'f— 
A. The others were limited partnerships. 

Are you not mistaken about the two first companies undertaking to absorb 
the United States Pipe Line Company'!' The United States Pipe Line Company 
was formed before the Producers and Refiners’ Company, and they only worked 
in harmony with the United States Pipe Line Company at this time. Is not that 
correct'!'—A. I am giving this largely from memory, and I may be in error. 1 
have a ixiper here describing the whole process, and it may be ,iust the other 
way. It may be that the United States Pipe Line was absorbing the other con¬ 
cerns, but there was an absorjition attempted.' 

Q. Are you quite certain there was at that time')' Were they not simply mak¬ 
ing running rates and ai^eements?—A. I will proceed and then afterwariis read 
the answer of J. J. Carter in a suit in equity. Here is a jiaper which recites tho 
whole transaction. 

Q. (By Mr. Kennedy.) An official paper'?—A. I do not believe it has a seal; it 
is a copy of the official paper. 

Q. (By Representative Livingston.) A certified copy?—A. No. 

Q. (By Mr. Farijuhar, ) Is there a statement to show where the original papers 
can bo found?—A. Oh, yes; the original papers can be found. 

' Sou p. 471. 
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THE ORGANIZATION OF THE PURE oil- COMPANY. 

Q. Is there any verification of the correctness of this copy?—A. No; there is no 
verification of this copy, which is merely a copy of the petition to dissolve an 
injunction. Whatever the attempt was—to consolidate, or combine, or absorb 
one of these pipe lines or the other at the time—it failed throu(?h the activity of 
one of their own stockholders, who went into court and prevented this consolida¬ 
tion. That lieing the case, another company was formed, known as the Pure Oil 
Company. The Pure Oil Company was formed on or about the 34th of .lanuary, 
18il5, at a meeting of producers at Butler. Subsmiptions were received to the 
amount of about .$r)0,00() toward tbe organization of wh.at was called the Pure Oil 
Company. The stated purpose of this company was to market tho products of 
the refineries and pipe lines. It was to be the commercial organization of tho 
trust then in process of formation, and it has since been sought by a reorganiza¬ 
tion of that concern which took place about 1897 in New Jersey- 

THE PURE on. COMPANY CALLED A TRUST. 

Q. (By Mr. Phillips, interrupting.) Why do you call the Pure Oil Company a 
trust? Was not that a .straight conioration like the Standard and others that 
have since oi-ganized?—A. I ipiote here from Mr. David Kirk, tbe first ])resident. 
He calls it a trust, and it is so called hero. It is cited as a trust agreement. 

Q. It was organized under the laws of New Jersiiy as a corporation?—A. Mr. 
Kirk calls it a trust. 

Q. Does Mr. Kirk's calling it a trust make it a trust'?—A. I think tho organiza¬ 
tion makes itself a trust by the appointment of trustees for tlie conduct of the 
business. 

t^. It is only a voting trust, and Imve not voting trusts <‘xistpd in .all ages, in 
Europe as well as America'?—A. I am not contending against tin; legality of thi! 
trust; it is merely a .statement of fact based on information obtained from David 
Kirk Tin; retirganization took phace<at Taylor's Hotel in .1 erstty City in 1897, and tbe 
jtowers of the org;mization incrtiased from that moment. They have attempted to 
take in all tht; corporations combined with them, to combine into one concern. Tliti 
;ittempt was made several times, as I understand it, to absorb all the old interests 
in which thi; Producers’ Protective Association is concerned, .and they are still 
attempting it with ;i very considerable show of success, ;is I am informed. 

(Tbe witness tlien re;id E.vhibit B, filed with a bill in equity in a suit entered by 
Mr. David Kirk, at Pittsburg, Pa. See below, tsage 4(14.) 

(^j. (By Mr. Pmi.l.lps.) Did the McCalmont Oil Conqiany have anything to do 
with this as a conqiany'?— A. Possibly David Kirk may have acted as trustee for 
the McCalmont Company; as president of the McCalmont Oil Comiiany ho may 
have been trustee of that company in some subscriptions of this stock; that is 
the only (‘.vplanation possible at this time. 

CJ. The agreement itself, then, shows that the tru.st to which yon refer is a vot¬ 
ing trust for the election directors, does it not?—A. It has a tendency to show 
tliat. I believe, if you will indulge me tho time, we will accomplish more- 

t^. (By Representative Livingston.) What is the point you wish to bring 
out'?—A. 1 will get down to that by reading onis clause and submitting the rest 
for your consideration. The clause I particularly wish to call your attention to 
is one that provides for the dissolution of the trust and the conditions under 
which it may be done; 

“ Fourth. This agreement may be canceled, and tho trust hereby created dis¬ 
solved only by tho winding up of the Pure Oil Company, or by the consent, in 
writing, duly executed, of the equitable owners of four-fifths of the shari's held 
in trust hereunder, and of four-fifths of all the other shares of tho conqiany, 
after providing in full for tho redemption or jmrehase at one hundred and ten 
dollars jier share, in cash, of all the preferred and common shares of the conqiany 
at the time outstanding."' 

The purjioso of this clause is in effect to m,ake the trust perpetual; but if dis¬ 
solved, the shares under that agreement, costing originally S."), are compelled to be 
sold at $110. They agree in this to i-epuriihase at 110 when the shares previously 
cost •'). 

(i. (By Mr. Phillips). I think perhaps that is a mistake.—A. It is here. It in 
part of Mr. Kirk's Exhibit B. 

(J. (By Representative Livingston.) Do you mean to say tlmt A and B, two 
members of the company, turn in $110 for their own stock or outstanding stiick?- 
A. It states outstanding; it puts tho Redemption of all stock at 110, the original 
cost of the stock being 5. 


' Sue liiudillud form on p. 511, f^tlieto. 
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Q- {IJyMv. PiiiLiJi's.) Does ni)t tluit iiu'iin l<) per ('I'nl?—A. I am only roading 
what it slatfs. 

Q. Is that a f(>j)yV—A. 01i.no; it is a ctipy of tin* nr.ord in Alleghmiy 

County, in a suit ^'iitcivil \ty Mr. Kirk, tlu^ retiring president. 

I'UKSICNT STATUS OF THE FUKK Oil. COMI’ANY. 

Q. (By Kexn’osontativo Livinoston.) What is tho condition of thnt company 
n()w‘:'-A. It i in cxistenci' aii<l largely in control of this lluvc-million (torxiova- 
tion. 'I’licn' is an anthorizt'd capital of t<*n million with possibly $ 100,000 ]iaid 
in. It then substantially controls the other combinations, in which nxiwards of 
three millions arc inve.stod.' 

Q. (By Mr. KENNF.nv.) What is tho voting power of tho five trustees?—A. 1 
hav(‘ stated that it is the ))owcr to vot<' all the stock r(']>res(nited in tlie trust. 

Q. Xot for th(.‘ transaction of other bnsiiH'ss?—A. Fortlie <‘h*ction of directors. 
It is stated in the second clause: “At all meetings of tin* eonipanyfor the election 
of din'ctors or for any oilier ]>nrpose, to eastthe ciitin* nnmln'c of voli's which, 
as holders of sai<l shares, they would h<' entitled to east.” 

Q. That is a true copy of flu* oi-iginal?—A. It is a Irne copy, and tlie original 
jiiay heolitained in the court at Pitt.sbnrg. 

(By Mr. Smyth.) Yo\iv opinion is that the coni])any (“ontvols all these com- 
XiaiiiesV- A. Snhstantially: it has cojiu' to h<‘ known as th<' Pure' Oil movement. 

Q. (ByMr. Pun.Lies.) Were tli<*re not more than fiviOnislees?—A. Ft is n*'C(‘s- 
saiy to say lliat there hav(‘ been some changes in tiie organization since then. 
At a ii.oeling net long ago in New Jersey, 1 am infornu'il. an a.tt.emi>t was made 
to reconstrnet tlie liy-laws, and in tliis tln'V may havt' changed tho voting X)owor. 
This reiiresents the condition of affairs in 1S!)7. 1 submit tho wholo: 

KxiiiniT V. 

Trii.'it (tym tm ni, <(ml hi/-hnr.'> <<inl rnlr.s inni rr<fnlations <>/ Ihn Pure Oil Trust. 

KXimU't V>. 


Till’ TltrsT AdHl'.F.MKNT IN' FUl.L. 

This agi’oement. mad(‘ ami entered into by iFii‘ Pun' Oil Company, a (-oriMiralion 
organized and existing under the laws of tlie State of New Jersey: David Kirk, 
J(‘r;)me B. Akin. l\Iar<-n.M B. Tioekwood, Waller A. Dennison. Cliarl(‘s U. Diniean, 
Theixlon* B. Westgate. Wm. L. Curtis, Janies W. Boo, and David Kirk. trnsti‘os 
for tho McCalinont < )il (.loiiipany, sevorully subseriiiors to and owners of tlie cap¬ 
ital stock of t he sai<l i’nreOiU xaigiany. and Thomas W. Pliillijis. BewisKmery, jr.. 
Rufus Scott. Clarence Walker, T.onis Walz. Janu^s W. B(‘e. David Kirk. ‘Marens 
B. Lockwood, Jeronn^ B. Akin, Oiarh's H. Duncan, Hugh King, Michael Mnrxfiiy, 
AdoliJms A. IlocU, F(*rdmand lieiber, ami Walter A. DfUinisoii, parties mutually 
agreed niioii to ft.xm’eise the trn.sts creatisl ben'Under: 

Witnes.seth, That whereas the Puni ()il (Jomx>auy is formed for the puriiose of 
engaging in directly and of aiding other con)])anies and ]KirUes engaged in tho 
in'odnetioii.transportation,storage,manufacture,and saleot ernde])etrolenin and 
its products, and in any business incident tliereto.and it is desired to (udist tberoin 
the cooiieration of otliiT x>arties,and to|)ro<*nre capital to Ix^ investe<l in th(‘ sliares 
of its capital stock, and in such other ways as may bedesiruhh*, wliicli investments 
are to he solicited from xairties not now int(‘rested in tlie couiiiany; and 

Whereas it is advi alde, eqnitabli*, essential, and intendiMl for their safety and 
advantage of all interests that the control of the said Pure Oil Company shall bo 
secured permamuitly.as to prevent ami render iiniiossihle at all times tlx; diversion 
of its resource's ami hnsim-ss from their intended use and courses, in op^xisition to 
momqxdy in the bnsim'ss. and to ]x*nnancntly proh'Ct and maintain what ai i^ 
known as th<i “ independent intcTOsts*’ in the pidrolenm indnstry, and to maintain 
th(^ ])olicy ugi’i'cd on for conduiding the hnsiness of tlie comimny in the inti'rest 
and for the iiroteetion of all rights in the company, creati'd bynmtual agreement 
of shari'hohlers, or l»y ox^eration of law; theroforo the said parties hen.'to, in con- 
siderati(>n of the sum of one dollar by cacli to the other xiaid, the receiiitof which 
is hereby acknowlt'dginl Viy eaidi. and in fnrthiT consideration of the mutual ben¬ 
efits received, to he received, or ex])ected from the agre(.nnentH, covenants, ami 
trusts hereinafter contained, and from tlie undertakings and hnsiness tobex>^”‘>' 
muted, do hereby agree and cons(>nt to the varions acts and things hereimifler set 
fortli; iirovided, liowever, that no p^idy lun eto shall he bound to do any act or 


i8oo Mr. PhillipM, p. itiK), 
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thing, or be responsible for tho results or consociuenecs of any aet or thing doiio 
or omitted to be done, ex(^ept so far as relates to such .aet or thing as he himself 
exjin'ssly nndertakes to do and perform; and do further agree as follows: 

First. The capital stock of the Pui'e Oil Company, as autliorized in its certificate 
of organization, is to bo one million (.i;l,(l()l),000) dollars. represcnte<l by two hun¬ 
dred thousand (200,000) shares, of the legal par value of five 00) dollars each, 
divided into classes and to be issued, held, and tran.sferred subject and according 
to law and the by-laws, rules, and regulations adopted and apiu'oved by all the 
sbaridiolders of tbo company, a copy of which is hereto attached and referred to. 

Second. Tho said David Kirk, .Jerome B. Akin, Marcus L. Lockwood, Walter 
A. Dennison, Clnrs. H. Duncan, Theodore 13. Westgate, William L. Curtis, James 
W. Leo, and Daviil Kirk, trustee of the McOalmont Oil Company, are tho c)\vncr,s 
of all the shares of tbo capital stock now subscribed, amounting to thix'o thou.sand 
{.').(IUO) sbares, of wliicli they hmvby transfer to tho said Thomas W. Pbillijis, 
Lewis Emery, jr., Rufus .Scott, Clarence Walker, Louis Wbilz. ,T;imes W. Lee, 
David Kirk, JIarcus L. Lockwood, .lerouu! B. Akin, Charles II. Duncan, lliigh 
King, Michael Murphy, Adolphus A. lloch, Ferdinand Reilier, ;ind Walter A. 
Dennison si.vteen hundred (1.(100) shares, being more than a ni;ijority' of tho shares 
of tins company now subscribed, and agree that one-half of all tlie shares here;ifter 
subscribed and issued shall bo transferred in like manne?' to the said jiarties and 
their associate trustees, as may bo itppointed, to b(! by them held in trust for the 
uses and purjwses Inn'ein proposed, and subject to the terms and conditions as 
folbjws: 

Fir.st. The equit:ible ownership of the trust shares and all interests therein shall 
be subje(d, to the terms of this trust agreement; such ownership of the slnires or 
interests therein nniy be sold at tho will of the liolder, but no s:de, Iransbu-, or 
conveymnci! of such owner.sbip or inter(*sts slnill give to the purchaser any right 
other tlnin ;u'(! provideil lor in the by-hiws, rules, and regulations <jf the company 
;iml in accoiahnmo with this trust; the t.rustees hereumler .shall ;it ;ill times bo 
I'ecognt/.ed ;ia tho leg;d owners ;uid holders of the trust shares to carry into elTc'ct 
tbo purposes of this tru.st, and all eijuitable owners of trust sh;ires or interc'sts 
therein shall specifically ;igree in writing to the terms of this trust, and no trans- 
fej' of any' such sbafes or interests shall bi^ nunhg or be etfective if made, until 
the t ninsi'eree of such <'iiuit;tble ownership or intere.st shall b;ive agreed in writ¬ 
ing to receive and bold the s;rmo subject to the provisions of this trust. 

Hecond. At ;ill meetings cjf the comi)any for tho election of directors, or for ;iny 
otb(.-r i)urpose, to ca.st tbo entire number of votes which, ;is holders of said sbares, 
they would be entitled to cast. 

Thivil. E;ich trustee at such meetings shall bo entitled to cast an equal number 
of ;dl tbo votes which ;i.ll of tlio trustees would be entitled to cast in the aggro 
g;i,te, if present, e.vcept as hereimifter provided. 

F.jurtb. In case of differences of opinion tniiong the trustees present at ;iny such 
meetings as to how such votes sludl be taist in regard to ;i,uy imittcr oi-thing to 
be voted on. they slndl be ("ist as the represent;Uives of lonr-tilthsof :ill the slnires 
held under this trust may direct in writing, if so demanded iti writing by any of 
the trustees. 

Fifth. Any trustee unable to attend any mi eting of shareholders, and to person¬ 
ally cast the votes be would be entitled to ca.st if lirescnt, may authorize any other 
trustee to cast tbo vote which bo would be entitled to cast, persomilly ]jre.sent, 
which authority shall be in writing, approved by three-tiflhs of the Irusfees other 
than himself. 

(sixth. When none of the trustees can be present at any meeting of the stock- 
boMers, legally held, they may be represented in jiroxy by an attorney appointed 
in writing, executed by thri'e-tiftbs of the trustees. 

Seventh. The trustees may execute .such con.senta in writing as in their opinion 
it may be right and iiroper for them to do in the interest of the Pure Oil Conqiany 
and of t he owners of the shares held by them in tru.st. provided that no such con¬ 
sents ; ball bo executed against the objection of tbo equitable owner of It) per cent 
of the shares lield by them in trust, unless after the question of exe;'uting such 
consent shall have been submitted in penson, or by witting, properly addres,sed to 
tbo several equitablo owners of the shares held in trust, and approved in writing 
by such owners of three-tiftbs of such shares. 

Eighth. Tho number of trustees may be increased or diminished at anytime; or 
any trustee may be removed, without assignment of cause or reason therefor, by 
three-tiftbs of tho trustet's and tho written consent of the equitable owners of 
thris'-fifths of the shares held in trust hereunder: and upon suidi removal, or on 
filing of such written consent with tho secretary of tlm conqiany and on notice in 
writing delivered to the party so removed, or sent by registered letter to his proper 
83 a-30 
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address, the rif'hts, duties, and obligations of sueh party, as trustee, shall imme¬ 
diately cease. 

Ninth. In case of death, resignation, or removal of any of the trustees the trust 
shall bo (evenused by tlio remaining trustees until the vacancy bo filled by the 
appointment of ncuv trustees for that purpose, on the nomination of the eiiuitablo 
owners of a majority of the shares previously represented by the trustee.s. whose 
Ijiace is vacated with the consent, in wilting, of the eiiuitablo owners of three- 
hftbs of the shares held under this trust and the approval of the three-fifths of 
the trustees. 

Tenth. No trustee has any such beneficial interest in this trust, personally, as 
to entitle liiiu to maintain any action at law or in eepiity to enjoin, delay, hinder, 
or prevent his removal from the trusteeship, or to recover any damages on account 
thereof from the company or the trustees, or from the individuai stockholders by 
whose action he may have been removed. 

Eleventh. Tlie trustee.s shall appoint a chainnan and secretary, .and shall keep 
regular accounts showing the ownership and residence of the Various eiinitable 
owners of the shares held by theiri in trust, and shall execute and deliver to such 
several owners certificates in due form, approved by the directors of the company, 
evidencing the number of shares held by them in trust for (‘ach of such several 
owners, and shall make such transfers of any of the shares as they may be 
recpiested to do by such several owners on the surrender of such certificates re))- 
rosenting such shares, properly endorsed, assigned for transfer subject to the 
terms of this permanent trust, any of the .shares thereby represented in the man¬ 
ner prescribeil for making such transfer. 

Twelfth. The trustees shall immediately advise the company, by writing, 
addressed to the secretary, of any transfer of ownership of any of the shares 
held by tbeiii; and shall, on written reipiest of the treasurer of the (a)in]iany, 
cm'tify to him the names and residenc<>s of all eiinitable owners of share.s held by 
them in trust; and shall sign warrants for the payment to sindi owners, severally, 
of any dividends to which they may be entitled on the .share so held in trii.st. 

Third. This agreement may be changed at any time only with the consent in 
writing of the Pure Oil Company, three-fifths of the persons at the time acting 
as trustees hereunder, and of the equitable owners of three-fifths of the shares 
held ill trust thereunder. 

Fourth. This agreement may be cancelled, and the trust hereby created dis¬ 
solved, only by the winding up of the Pure Oil Company, or by the con.sent in 
writing, duly executed, of the equitalie owiiers of four-fifths of the shares held 
in trust hereunder, and of four-fifths of all the other shares of the company, after 
providing in full tor the redemption or purchase, at one hundred and ten dollars 
per share, in ca.sh, of all the preferred and common shares of the company at the 
time outstanding. 

Fifth. The said Thomas W. Phillip.s, Lewis Emery, jr,, Rufus Scott, Clarence 
Walker,Louis Walz,.Tames W. Lee.David Kirk, Marcus L. Lockwood,.TeroineB. 
Akin. Charles H. Duncan, Hugh King. Michael Murphy. Adolphus A. Hocli, Fer¬ 
dinand Reiber, and Walter A. Deiinisoii hereby accept the trust herein conferred 
and imposed on them. 

In witness whereof the parties hereto have severally signed this agreement as 
of the 6th day of November, A. D. one thousand eight linnilred and ninety-five. 

Pi:iii.; On. Comim.nv. 

D.vvii) Kiiik'. 

V. H. Dunoax, Tre'imrcr. 

Incorporators; David Kirk, Jerome B. Akin. Marcus L. Lockwood, Walter A. 
Dennison, C. H. Duncan. Theodore B. Westgate, .Tames W. Lee, Davi.l Kirk, 
trustee for McCalmont Oil Co., W. L. Curtis, Thomas W. Phillips. David Kirk, 
Marcus L. Lockwood, Cbareuce Walker, James W. Lee. 

Tnistees: W.alt«r A. Deimi.son, Jerome B. Akin, C. H. Duncan, Adolphus A. 
Hoch, Ferd. Eoiber, Louis Walz, Rufus Scott, Lewis Emery, jr., M. Murphy, 
H. King. 

EXHIBIT A. 

BY-LAWS AND IICI.K.S AND aEOIII.ATIONS OF THE PlIBE-OIl, TBOST. 

[Incorporated Novtunlior 8, IHO.'i. Capital, $1,000,000.] 

The objects of the company are to produce, purchase, transport, store, and sell 
crude petroleum and its products and to jirotect and to aid other companies and 
parties in the production, transportatifin, mannfactmf;, storage, and sale of the 
same. The corporation may acquire, hold, maintain, and dispose of any stocks, 
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shares, l)nn<Is, and othtir interests in nr issued by tile corporation, .ioint-stock, or 
liniited-jiartnership association (‘iiftaged in or aidinj? or jiroinoting the iirodneiiiK, 
transportiiift, atorins, refining, and soiling of crude petroleum or its products, or 
in any business incident thereto. 

BY-LAWS. 

Ahtici.k I. 

MRKTINOS or SIlAHBnOl.nillm. 

SufiTiiiN 1. The annual meeting of the shareholders shall bi> liidd at the princi¬ 
pal oflice of tile company on the fourth Wednesday of .Taimai y in eai'h year, com¬ 
mencing at 10 o'clock a. m., standard lime, 

Nolic(‘ of the annual meeting of sliaridiolders shall h(^ by written or printed 
letter a,ildressial by the secretary to eaidi shareholder at his or her last known jilace 
of residence, and mailed ten days prior to the time fixed for holding smdi annual 
meeliiig. 

Sue. )l. SiH'cial meetings of shareholders may be called whem.'ver it shall bo 
deemeil advisable by the hoard of directors, or by thi> iiresident upon request in 
writing signed by the shareholders owning collectively not less than one-third of 
the shares of the conqiany. 

Notice of siiecial meetings shall he given in the same way as the notices of 
annual meetings. 

into.xins. 

Hn(d. Shai-eliolders may Ix^ represented at any meetings of the shareholders by 
proxy, (tidy authorized in writing, executed within thirty days next iireceding the 
meeting, 

guoltu.M, 

Sei\ i. The legal representatives of a nia.iority of all the shares of the company 
shall con.stitntc a ipmrum at any meeting of the shareholders; and without a qno- 
rnmlieing presell tor represeiitedhy proxy no Imsinessshall he tramsaeted or election 
held, Imt a less nninhcr may adjourn from time to time until aiiuoniiii he present, 

VOTINO, 

Sko., At meetin.gs of shareholders, general or stx'cial, all votes upon di.spnted 
iiuestions shall he hyhallot.if demanded hy any sliandiohler iiresent,ami all votes 
hy ballot shall he determined by the umiiher of shares represented by tlic nispectivo 
votes east, 

At all me'etings of shareholders for the election of directors, e.acli shareholder 
sliall h(‘ mitilled to east as many votes as lie lias .shares of tin* company standing 
to Ids miim‘ on tlie hooks of tin* I’onqiany. 

The election shall he hy ballot, and (*a(di ballot .shall h.ave endorsed thereon the 
name of the person casting the same and the nnniber of shares represented thereby. 

VAC.l.N'eiRS. 

Ski!. (I. In ease of de'ath, resignation, or removal of any director, tlie vacancy 
•shall he lilled hy tlie remainin.g directors, 

TRLI.KKS, 

Si!(\ 7. The directors shall appoint two sliareholders as tellers to conduct the 
election and to certify the I'e.snlt in writing to the iiarties electecl and to the presi¬ 
dent and secretary of the eompaiiy. In case of the directors failing to so appoint, 
the sliareliolders present sliali clioose two tellers to eoiidnet tiie election. 

Tile secretary of the company sliall furnish tlie tellers, for their giiidaneo in 
e.oiidnef.ing the election, a list of shareiiolders, showing tlie niimher of shares 
standing in the name of each on the book.s of the company, authenticated by the 
seal of the company. 

TIME OF EL.ECTIO.S A.Nl) TEIl.M OF OFFICE. 

Src. H. The polls shall he opmi from two to three o'clock p. ni. The terms of 
offleo of directors shall comiiiciic(‘ at noon on the first Wednesday after their elec¬ 
tion at the annual meeting of stockholders and continuo until their successors are 
duly elected and seated. 
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AUTICLK II. 

DIRFXTOItS—MEKTINOfl. 

Section 1. Tho board of directors shall fix the time and place for holding its 
meetings. 

Special meetings of the hoard may he held at any time on the call of the presi¬ 
dent or any two directors, after dire notice given to each of the directors. 

KI.SCTION <)F OIO’ICKHS. 

Sec. 3. At the fir.st meeting after their election the directors shall organize hy 
electing from their number a. i)resident and a vice-prt«ident to serve until tlieir 
8ucces.sors are (pialitied, and appointing a secretary and a treasurer to servo during 
tho pleasure of the hoard. 

ecoau.M. 

SEttA majority of the directors shall constitute a (pioruni at any meeting 
of the board, and no business shall be transacted hy the board without a (prorum 
bein.g iiresent. 

SAI.AUIES. 

Sec. 4. The salary of th<^ pnwident and vice-president shall be fi.xed by vote of 
the stockindders. 

rxr.cuTivK ('o.mmittek. 

Sec, For the more prompt and efficient management of the affairs of the 
company there shall be an i“xecutive committee of the hoard, con.sisting of lint 
president, vice-president, and three other dii'ectors, who slnill be ai)pointed by and 
hold ottice during the pleasure of the board. In the intervals between the meet¬ 
ings of the board of directors its powers and duties shall devolvtMipon and bo 
exercised by the executive committee, subject to thi! approval id' the board at its 
next r(‘gular meeting. 

The proceedings of the executive comniitti'e .shall he duly recordeil in the same 
manner as the regular proceeilings of the board of directoi's. 

A majority of the executive coniniittee sh.all constitute a ()Uorum. 

In ca.se of disagreement id' the e.xecutive committee on any subject, the matter 
shall he referred to tho board of directors. 

Mi.xc'rss. 

Sec. 6. The board of directors shall cau.se to he kept a complete record of their 
officiid proceedings and acta of the proceedings of all shareholders' meetings; pre¬ 
sent to the shareholders at the annual meeting a statement of the assets and lia¬ 
bilities of the company and of the eonditiou of its affairs generally. 

Articce III. 

COWERS ANO IICTIES OF OFFICERS—CRESTnENT, 

Section 1. It shall be the duty of the president to preside at all meetings of the 
hoard of directors, to sign all certificates of stock and warrants for the payment 
of money ordered hy the board ot directors, and such other papers as lie may he 
ordered hy the board of direetors to execute on behalf of the company. 

Incase of tlie absence or inability of the president to act, the vice-president sliall 
he invested with all the powers and sliall perform all the duties of presidem. In 
case of absence or inability to act of both president and vice-president, the 
board of managers may appoint one of tlieir number president lu'o tern., who .shall 
during such ahseuue or inability perform all tho duties of president. 

SECRETARY. 

Sec. 2. The secretary shall keep the minutes of tno meetings of the board of 
directors in a proper book provided for that purpose; attend to the giving and 
jmblication of all notices of the company, unless otherwise provided for by tho 
board of directors; have the cu.stody of the .seal of the company and affix same to 
all certificates of stock and such other p;ipers as the directors may order; counter¬ 
sign all warrants on the treasury for the payment of money, which shall have 
been previously .signed by the president as authorized by the lioard of directors; 
attend to such correspondence us shall he assigned to liiin; act as secretary of all 



STANDARD OIL COJimNATIONS:—DOYLE. 


m 

standing coiniuiltoes of the board, and shall in general, under the direction of the 
board of directors, perfoinu all the duties incident to the office of secretary of the 
conii^any. 


TllEASUltEH. 

Se( 7. 3. It shall bo the duty of the treasurer of the company to receive and 
deposit or hold anrl pay, as th(5 board of din^^tors may order, all funds resulting 
from th(* sah^ of shar<*s or any property of the company; and shall sign all sUx^k 
certihitates and obligations of th<! comi)any created by special order of the board 
of (linH’tnrs. 

Th(‘ treuHurt'r shall giv*^ Ixmd for tin' faithful discharge of his duties in such 
amount and witli such security as tint directors may determinti. 

RUl.ES AN1> ItEOULATlONS. 

1. The business of the company shall ho the producing, purchasing, transport¬ 
ing, storing, and selling of crude })etr(>leum and its ])rodu(ds, and aiding other 
companies and parti(;s in the ])ro(ln(.'tion, trnuspoi'tation, storage, manufacturing, 
and sale of tin' same. The (x>rporation may acipiire, hold, manage, and dispo.^o 
of any spxbvs. shanks, bonds, and (»th<*r inferests in or issued by any corporation, 
joint stixdt <^om))any. or limibxl j»artiiership assixnation engaged in, or aiding, or 
promoting the producing, transporting, storing, refining, and selling of crude 
lietroleiim or ifs products, or in aiiy biisiin>ss incident tlnu’eto. And in addition 
to the ]x»\v<‘rs hereinlxdbre ])rovide(l for. it may also purchase, hold, manage, and 
sell on cojiniiission, or otlit'rwise. such inv(‘stment seciurities and other property, 
re.il, pfTsonal, ar)d mix^'d, as tlie corporation may be generally or specifi(*ally 
autliorized in wTitingfrom time to time, l>y the owners and holders of a majority 
in number of tlie shares of the capital stock of the company, to purchase, holtl, 
and sell. 

And the company may ex<‘r(‘ise such trusts and do such other things, not 
iTieonsistent witli its charter, as it may from time to time be authorized in like 
manner to do. 

2. 'riH‘ ])rinei])al office of the company shall be located at Jersey City, in the 
county of Hudson and State of New Jersey, and branch offi(!es may be establi.slied 
from time to time as may i>e <letermin(Ml by the coiiseiitof the owners and holders 
of tlire<>-firths of th(‘ shares of tin* tamipany. 

3. The shareholders sliall make ruh's and ri'gulations and by-laws for the gov¬ 
ernment of the company and the management of its Inisiuessand affairs as in 
tlieir discretion tlu'y may deem advisalde, wliich may 1 k^ amended at any time 
by the con.seiit ol th(‘ owners and holders of three-fifths in number of the shares 
of tlie e.oinpaiiy. given in writing, Hied with the sixa-id.ary, and recorded in the 
minutes of the iiroceedings. both of the shareliolders and directors of the com¬ 
pany. 

4. Tli<‘ affairs of the company shall he managed by a board of direi^tors, con¬ 
sisting of nines iiK'inbers, to be elected annually by the shareholders at their 
annual imx'ting. at wliich (sudi sliareholder shall lie entitled to cast, personally or 
by imixy, one vote for eaidi sliare of stock in the conijiany held by such share¬ 
holder. TIu‘ ilireetors sliall ehoo,-e annnally from their own number a president 
and viet‘-pri*sid(‘nt to serve until th<*ir siieix^ssors ar<‘ cho.seii; shall appoint all 
otlM'i’ officers, managers, agents. <n* muployi's of tin' eomiiany; pn^smibe the duties 
and fix tin* eom])i‘nsation of <!acli: and may suspend or rmnove any of them at 
discretion, and tlu'V may make sneli additional by-laws as may be deemed by 
them advisable—all snbji'ct to th»5 by-laws and rules and regulations adopted by 
the sliareliold(‘rs for the government of tlu^ company. 

5. lnt(‘rests of the company will b«.‘ repn'.sentixl by shares which may be divided 
into (dasses. including ])referrixl. (annmon, and defiUTixl shares, to be issued, held, 
and tnuisfeired, subject to the by-laws and r(‘gulations of the company. 

Tlie luvfiuTed an»l di'fornxl shares may bo each subdivided into various classes, 
each (da.ss having such sjiecial rights and limitations as will more iiarticularly 
adapt thmu to the uses for wliich they are intended, subject to such relation to 
the sliares of otlim’ classes as may be established in tlieir issue. 

The rul(‘sand ri^gulafions relating to them will imibraco the following features: 

t>. A majority of all the shares of the company shall be held in a permanent 
trust approveil by all the sliandiolders, to secure the control of the company and 
the faithful inaiiitenaiice of the policy agn^ed on for conducting the business of 
tli(‘ company in the interest and for the protection of all concerned in its affairs. 
The shares so held shall be designated as trust shares. 
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7. The capital of tho company shall be tho net amount of cash ])aid into the 
treasury of tlie company for its permanent use as the proceeds of its stock issued 
and sold for cash for account or capital; and no credit in excess of the amount 
sliall he made to “ capital ” in accounts or statements of tho company. 

8. No i)referred st(x;k shall bo issued oxcei)t as cash to tlie extent of one hun¬ 
dred dollars for each of such sto(h issued shall bo paid into tho treasury of 
tln^ comi)any to the credit of capital, or of surplus, or of the ^^uaranty and 
r(‘demption fund, to be created as prescribed in section hereof, as may be 
de(unod advisable. 

Any of the pre^forred shares may bo converted, at tho option of the holder, into 
(•ommon or defi^rrod shaves by so stipulating iii tlieir issue and distiindly stating 
tho right of conversion in tho certificates re])resenting them; otherwise they shall 
nut ho convertible. 

9. The def(!rred shares of the company may l)e issued for cdsh, investment 
securities, jn-opiu’ty, siawices, iiajuueut of expens<‘s, making disburscuiients of any 
kind, and in exchangi* for shares of other cliusses issued by tho compatiy at the 
discretion id the directors, with the written consent of the owners of a majority 
of tho shares of the company at the time outstanding. 

10. The holders of preferred stock shall be entith‘d to n-ceive cumulative divi¬ 
dends thereon of one dollar and a half pm* share (piarh'rly, in full, before any 
dividend shall he payable^ on the <*oiniiion stock. 

11. A guaranty and n'demption fund shall he lu-eated and maintained by 
crediting’ thereto all of the cash re<-eived hy the company from tho following 
sources: 

(a) The ju-oceods of all siiari's of tlic comxiany sold for casli hy tluMHUiiiiany 
when issued, in exet^ss «)f the amount credited to capital. 

(h) The casli iuo(-(*eds of all shart's, securities, or othiT property of whatever 
kind ac(piiv<‘d by the com]>any in exchange for its .shares of any class, as such 
jn’oceeds may he ri'alizi'd, at any lime, hy the sale for casli of any portion of such 
.shares, securities, or projierly. 

(c) Th(5 pvoci'eds of all sliares. of whatever class, ]mrchased hy the application 
of th('guaranty ami redemption tnud. as authori/.i'd. and resold for cash hy the 
company. 

12. Tho guaranty and risleiuption fuml shall he applicable to the gmieral uses 
of the company, hut may he a])plied to buying shares of all classes, in the order 
of tlieir priority or right to dividend, as stipuiated, at the low<‘st rati's at which 
any shares of the sam<' class can lie bought, not over one Imndred and t(‘U dollars 
per share, on demand of the s(‘V<'val owners and hohlors of shares, rt“spectively, 
made witliin a prescrilxMl time after the ])ayment of dividends; provided, notice 
of tlumntentiou to make such demand shall have been given to the seendary of 
the comi>any thirty days before the time fixed for the declaration of dividimds; 
and provided fuvtlier, tliat no part of the guaranty and redemption fund .shall he 
applied to buying, at any pri< e. the shares of any class, so long as there may 
remain unsatisfied any demand maili' hy the owners and holders of the shares of 
any prior class to have the .sauu; redeemed at not over one hnndriMl and ten dollars 
per share. 

All shares HO ])urchased shall he place(l m the treasury, 1<i he usimI for tho benefit 
of th(‘ company in such form and manner as may he determined hy the diri'ctors, 
witli the consi-nt. in writing, of the owners and holders of a majority of the shares 
of the company. 

i;k When no shai*(‘s of any class can he jmi’chascd at one Imndred and ten 
dollars per share, the guaranty and redemption fund shall h(^ aiiplicahle, at the 
discretion of tlie directors, to tlie jinrcliase of thi^ shar(\s of the s(;veral classes, 
otiier than the trust shares, at such rate.s above one hundred and ten dollars per 
share as may approved hy the owners of a majority »)f the shares of the capital 
stock. 

The shares of any class so purchasiMl may, wIkui authorized hy the owner.s of a 
majority of all tlie shares of the company, he resold at any time, at the discretion 
of the (lircctors, at any price not less than that at which they were siwerally pur¬ 
chased; or they may Ijc retired from the classes to which they belong, and h(5 
placed in the treasury of the comjiany, to he held, reissued, and sold for its use 
and henefi^t, suhji'ct to such conditions as the directors may ]»rescrihe, in accord¬ 
ance witli the regulations of the company. 

14. When tho dis.solntion of the com])any shall IxMletermined on, voluntarily 
or otherwise, tho trnstei's, acting underr the permanent trust, creati^l and pre¬ 
scribed in section 0 hereof, sliall lie trustees to convert its assets and wind up its 
affairs. The proceeds of all assists received hy them shall he apjdied by them 
absolutely, as the guaranty and redcni]ition fimd is retiuired hy tlu' niles and 
regulations to be applied, preceding, and as may be further prescribed hereinafter. 
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Any portion of tho guaranty and redemption fund remaining after providing 
for the purchase and retirement of all shares, as herein prescribed, shall lie dis¬ 
tributed to the owners of the trust shares, and of any other shares tlien outstand¬ 
ing^ equally per share. 

jr>. The owners of a majority of the trust .shares, acting together, shall have the 
right to convey to the company, absolutely or in trust, permanently or tempo¬ 
rarily, and subject to such conditions as may be stipulated in such transfer, any 
securities regularly yielding net income; provided, that the receiving and holding 
of such si'curities sluill not subject tho company to any prejudice, or embarrass¬ 
ment, or legal liability to pay any money on account thereof ; and no such tempo¬ 
rary transfer in trust shall be terminable until tho vvell-establislied net income of 
V from its regular business and other sources of permanent revenue 

shall bo equal to tlie maximum amount to which it may be raised by such tem- 
liorary transfer in trust. 

If). Each holder of shares standing in his name on the books of the company 
shall bo entitled to a certificate or certificates therefor, duly signed by tho presi¬ 
dent and treasurer, with tho seal of the company affixed and attested by the sec¬ 
retary of the company, and each owner of an intere.st in any of the trust shares 
shall be entitled to a certificate of the fact, signed by tho cliairman and attested 
by the secretary of tho permanent trust, showing tho extimt of tho interest, which 
ititerest shall bo assignable and transferablo on the surrender of the certificate 
representing it, jiroperly indorsed, as may bo iire.scribed by the trustees, with the 
api)rov;il of the directors and the owners of a majority of the trust shares. 

Tut: I'NiTKi) sTATKs I’M't; niNg Nor AitsonijEo nv tuk mtoDucEHs and refinkrs’ 

OIL (,'OMfANV. 

I want to eorreet some testimony given in connection with tho proposed consol¬ 
idation of tho ])i])e-lino interests and which referred to the Pure Oil Company and 
its allied conei'rns.' Ref resiling my memory, i find that it was not proposed to 
buy the United .States Piiio Line Company. From correspondenco here in this 
document, it seems that the facts are just tho reverse, and that the United States 
Pipe Line Company proposed to buy, with the consent of the Producers’ Oil Com- 
jiany, Limiteil, the property id’ the Prodttcers and Refiners’ Oil Company, the 
jKiyment therefor to be niaiie in stock of the United States Pipe Line Compatqv, 
the stock of that company having been increased for the purpose from one to two 
millions of dollars, or it having bism proposed to increase it to that amount. 

THE NATIONAL TRANSIT COMI’ANV IN THE M'DONALD I'TEI.D. 

The commission having indulged me in a wish to read a description of the con¬ 
ditions existing throughout t he McDonald field during the time when the original 
company and the association were in exi.stence, in 18’Jl, I de.sire to do tliat before 
taking up the consolidation of tho various interests, fi’his is taken from the Pitts¬ 
burg Commercial (Jazctli', and is reprinted in the Oil Cit y Derrick of May fi, 189'.3. 
It is entitled ” A history of the manner in whicli the National Transit Company 
handled the output of oil at McDonald.'’ 

"A few days ago the superintendent of the National Transit Comiiany'.s tank 
department made an official report, in which he said: ’A retro.spect of the work 
done proves concbi.sively that vast resources are riMpiired to cope with floods of 
oil such as were poiiredforlh by the Cherry Grove and McDonald fields, and that 
nothing short of the experienced and well-equipped organization that did tho work 
could have aecompli.shed it. 

'“In round numbers, 10,1)(H) tons of iron, rivets, lumber, and other building 
material were shipped into the McDonald field by one department alone—the 
tankiigo department--and the tankage provided for at the rate of one for every ten 
working hours, requiring the handling, on an average, of LoO tons of material i>er 
day to keep the largo force of workmen employed. Special trains were run for the 
aecomim idation of the men and no expense spared to meet tho demands of tho field. 
Rolling mills and tank shops were pressed to their utmost capacity, in many cases 
running night hours to meet the extraordinary demands made upon them, and 
.second-hand tankage, wherever it could bo spared, was cut down and made to do 
service again in the new field. Men skilled in the special work of tank building 
were sought for and transported to building points from Chicago, Brooklyn, and 
all the cities and towns of oildom, east and west, until their name was legion. 
More than a score of sawmills were drawn upon to furnish the lumber at the rate 
of thousands of feet per day to roof the huge oil receptacles. 


* See p. 
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“ ‘Ill iulilitioii to tliis forco woro the graders, turning out two and more tank 
grades per day. The (diartiers Valley jn'esented a scene of activity rarely wit¬ 
nessed since the days when armies were siinilarily engaged throwing up tempo¬ 
rary fortifications. For miles teams, laden with iron, rivets, sheet iron, etc., were 
seen hurrying in seemingly endless confu.sion, and yet all were under proper 
direction, eacli going to a designated point, arriving in such oriler as to lirevent 
loss of tiling from want of material, for there was no surplus, no reserves. Every¬ 
thing was ii.sed on arrival, and speci.al agents, lahoring over overtaxed railroail 
officials, to Inirry forward supplies, others seeking helated cars on side tracks; tin; 
wires brought into refpii.sition; the express companies shipping rivets, plate iron, 
and many other articles, which ordinarily wore shiliped by friught. It was no 
longer a (piestioii of expense, but simply a question of securing supplies as fast as 
recjiiiri'd, by whatever means. Scarcely time for sleep, none for recreation; it 
would come later, as it did. Besiegedevery where by the owner, or'expected owner, 
of a flowing well, with the ever-present and ever-recurring question, "When will 
you complete the next tank?" " To-mori'ow,” the answer came uniformly, and 
so did the tank, but only to bo filled at once and the necessity for another equally 
great pre.ssing upon us.’ 

" This vigorous, graphic, and conservative statement is fully home out by the 
facts, and gives an ccxcellent i)en picture of the exiutement and fierce activity 
attending the development of th.at prolific, territory. This was the work of l)ut 
one dep;ii tment arid involved merely the building of tin! iron tankage, which still 
.stands in tlie McDonald field to show for itself what was done. But it d<ies not 
involve that still mightier work of moving into the McDonald field tl-.e pipes for 
tin; miles of lines risjuired to run this oil from the wells of tin; producers to the 
markets of the world, or whi'is; it might be fitteii for suidi markets; it says noth¬ 
ing of the great pump stations which were erected at both McDonald and (Ireggs 
stations, on the Pardiandle Railroad, to care for this enormous outpul, of nature's 
wealth, or of the pumps in every valley of that thdd; the boilers and engines 
neces.sary as motive power to alt tliis machinery neeiled to move into the flood of 
oil which poured forth from this, the most prolific white-sand field ever developed 
on this continent. 

"The McDonald field is about 0 miles long by 2 miles wide, or contains in the 
vicinity of 12 sipuire miles, yet the pipe-line company has shipped into that field 
5~) miles of 2-in(h liipe, 11 miles of tf-inch pipe, 20 miles of 4-inch pi]ie,and :t2 miles 
of li-inch pijie, a total of biti miles of pipe, orover 11 miles of pipe for every sqiiaro 
mile of territory, and all this merely to cari-y the iirodnct from the wells to the 
mains of the conq)any, wliich had been jiroviously laid from the Washington field 
to the grand depots at Olean, in New York, on the trunk line to New Yorlr. and 
to Colegrove, connecting with the trunk lino to Philadelphia. Neither do these 
figures inclniie 7t) miles of (i-imdi pipe from (ireggs .station to Bear Creek, as an 
additional outlet deemeil nO(;essary, owing to tin; possibility that the increasing 
liroduction might become greater than tlie capacity of these two main lines to 
carry. 

“ The field itself is but about a year old, and all this work, or by far the greater 
part of it, was done between tin; middle of .July and the beginning of Novemlx'r, 
IHtll. The jilant is completed, with the exception of laying such lines as may bo 
inicessary to connect ni;w wells as th(;y come in: th(‘ pipe-line business has assunnsl 
its usual routine under the facilities ]irovided by the gigantic system establislied; 
and whih' the output of the field is still l.-irge, it is handle<l without the slight<'st 
ri]iple of excitement. Not only the iron tankage with a capacity of ll.OttO.Dlttl bar¬ 
rels of oil staml there, but the mighty punqrs at the stations at McDomild ami at 
Greggs are living and pulsating evidences of the achievement. 

"There was much .accompltshed, however, which cannot app(!ar to the mere 
observ(ir in the field. Superficial (ixaininations in the ei'i'ction of a fdant of this 
size within such a brief period of time, a i)lant that is as permanent as the field 
itself, working with the smoothness and perfection of one which might have occu¬ 
pied years in its construction. Neither can a .superficial observer see the expeu- 
siveness of certain features unless he be ,an expert in the handling of oil. 

" The field itself is one succession of hills several hundred feet in height, with 
corre.siiondingly deep hollows. There are wells on the hills as well as in the 
hollows. V(!ry large iiroducers were so .situated that there was no advant.age to 
the pipe lines from gravity whatever; everything had to be forced by pumps, a 
result of some wells being so much lower than others and the high pressure at 
which the lines were used, iispiiring the use of a pump station in every luoduc- 
tive valley. 

"The haste with which construction had to be pros(!Cuted is faintly indicated 
by the growth of production in the oil field. The fir.st well completed was the 
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Royal G-as Company's well, in February, 1891. It was drillctl for gas, and tho 
field has accordingly been not only a suri)rise, but is also an a(u;idBnt. This was 
followed by Banter's No. 1, which wells were connected with tho main discharge 
line of tlio National Transit Company by 2-incji i)i]ies. The next W(dl of any 
importanc^o was the Matthews, situated about inktway between the McDonald 
and tho McCurdy field, already developed. It got mnw oil in the Gordon sand in 
tho spring of 1801, and was a small well, say 10 or 12 baiTels daily. This was 
connoctc<l in t]i(‘ usual way. 

“ To tlie Ix'ginning of Jtily there had been no such volume of production as to 
(aiu.se any nnusual (dbo't to (^are for, or to transport. But in tho early part of the 
month of July tln^ Clark (fc Bannislev well, on a town lot in McDonald, stnn^k 
the fifth sainl and started otf at 80 harr(*ls per lionr; the Mattliews, already 
referred to, more than 2 mih.'S distant, struck the saim^ sand about the middle of 
the monlli, and was cr<'ilit(nl with 10 or f)!) baiTols per hour. Banter's No. 8. as if 
envious that ]\Ic])onald should be outdone by that out-in-th(M“ountry well, went 
to tlie fifth sand also and came in with a jump at 120 barrels i)er hour. 

“Thi.s was not a tiieory. but a condition that had to be faccxl. The production 
must be cared for. A pump station was begiui at McrDonald without delay. 
Transportation had to 1 k' forcod. Tho (*apacity of the lines at the Ix-ginning of 
July was hut about 8,000 barrels daily. This evidently would have be(‘n inude- 
(piate to run such an out[)onring of oil as was going on. The production of oil 
by tht> middle of August was uj) to about le.OOO barrels per day. By (lie 1st of 
SeptcinlxTthe linesC(mld liandle 20,000 barrels jxt day. Th(‘})roduction increased 
ami (‘xc(‘cded that amount. By the 1st of October the lines could handle 40.000 
barnds per <lay. Tlu^ ])etroleum still imu'eased; the raci* Ix'twcxm production and 
the capacil y of tho coinpiiny to liandle it Ix'came fast and furious. By November 
the ]ireductii)U on soim* days was u]) to the vicinity td so.000 barrels per day, but 
by tlu' 1st of Dceeiulx-r the capacity of the pi]x! liiu* had been increased so that it 
was able to haiidh* 90.000 barrids p(‘r d;iy. if m'cessity should arise. 

That day has not coiik*. Th«' ]>r(xluction lx*gan growiiig h'ss aft(T November, 
but the jdaiit of tlie pipe-line compatiy is muie the less, it not only erected a 
jdaut capabh' of handling, but actually receivecl and run .such a voluini* of oil 
as can scarcely be <-omprehend<.-d. Tin* amount of oil carried aw,ly from the 
McDonahl field in November, if carn<'(l in cars, would have nxpiired a train ()f 25 
full loaded cars to hav(‘becui run inon'than once every hour, day and night, to 
have carried it. Mer<< than T50 ^-ars would have been laMpiiiaMl. The plant able 
to mov»! sue]) a weight is necessarily largi^ as well as powcTful, and much 
nnudiincry is m'cessary. 

•• Hut kc(‘[)ing the machinery in motion was one of the dilliculties em-ountm'ed 
in that lield and successfully ov(*r<rome which might luuaOxcn a fatal obstacle 
to a. less tboroiiglily e({nipix’d orgauization. The waba* available in tlx' vicinity 
of tla^ operalions was so bad, owing 1o coal-mine drainage, tliat it could not he 
used for the boilers. It Ix'ciiine neec'ssary to pi]X‘ all the water fi-oni tlu^ Ohio 
Riv(‘r and Montour run. The injury to the boih'rs before the wafer-pip(‘ system 
was completed caused the exixaise of a large nuniber of boiler makers for Hi W(‘eks. 
The water syst<‘m from tlu; Ohio River and Montour run cov(‘r('d about 7 miles, 
but it wa.s siil)s(M|U(aitly found that a saving in distancM* could be (‘ffictexl by 
building a water station in BHdg(will(\ from which a 8-iuch main was run and is 
now sup])lying that fi<‘ld. 

“The <x)nditjoiis under whicli this ]dant was cri'cled also invohaxl the difficnl- 
ti(‘s, delays, vexations, and ad<litional expense of the means of transportation of 
n)ut<Tial bedng in pn^ssiug demand by all manner of interests in t lu‘ m‘wly-d(‘vel- 
ojx'd field. (iperators wer(‘ .anxious to gettluar machinery ami tools to their leases 
at the earlie.st possible moment; well-snpply (x)mpanies wer(! making demands for 
trans]x)rtation witli all tlie vehemence ])ossibleto exorcise; mendiants and crafts- 
nuai attracted thither added their mite t(> the ])ressun‘.not only U]x)n the railroad 
comiiany to various stations adjac<‘ut to the field, hut also lor b^ams to transport 
tli(‘ir boilers, (*ngim's, rigtimbers, and building material, etexhsof gixxls,supplies 
for man and beast, teams were brought into riMinisition to the iminlxu* of many 
luiiidnxls; the movennmt of teams was necessarily slow, and aec.idimt to one was 
the concern of all, as tla^ delay stoppixl tlui proc(*ssion of loaded wagons for miles; 
a singh^ car on a switch might (hday the whole train; Imt one sid(‘ track wa.s 
available at any of the stations on the railroad near the fiidd; a veritable army of 
men was em|)loy<'d; tlu‘ work went on night and day under competent direction; 
as one gang (piit for rest and sleep another w(mt oti, gas furnishing tho electric 
light by night, so then; wjis no pause from the beginning of the lim^or of a pump 
station until it was (^om])let(Hl; tln^ whole plant imduding 04 hoiler.s, some of 
them 80 horsepower; 145 pumps of varkms siz(‘s, from the small ones in the val* 
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leys to tlie powerful works at the pumping station, witfi appropriate engines, all 
hronght in, set n])anil i)nt in running order, s\ii)plie(I with water brought through 
miles of an artificial water system; about 150 miles of pipe line.s in the field ami 
70 miles of large main out of it; iron tankage, with aeapaeit v of ;j,00i',000 barrels, 
all erected and conipleted within the brief period of 4 montlis. It is a triumph, 
whether viewed as an achievement of American enterprise, or the result of bu.si- 
noss organization which enables such vast resources to be placeil at the disposal 
of productive industry so promptly, skillfully, and advantageously t o the develop¬ 
ment of natural resources .”—Indutilrial eddion of (]te Pittslmr'tj Coitwicvciol- 

(idZI’ttc. 

At tliis time the Producers Oil Com])any, Limited, owned only a private line on 
the margin of the field probably sufficient to handle 2,000 liarrels a day, and dur¬ 
ing the 4 months it did not increase beyond fiveto si.v thousand barrelsa day. If 
that production had been de])endent uixui that one line, it would have gone to 
waste or not have bien jiroduced. 

I'OSSIBl.K KFFE(;TS of a FRF.E IUI'K-I.INK t,AW. 

Q. Ther(> might liave been a fret; ])iiie-lini‘ law in Pminsylvania, which was 
oppo.sed liy tin! Standard (til f'ompany for years, and finally granted. Do you not 
think that tinea! would have been pipe line.s of sufficient caiiacity to have taken 
care of the oil. if the prodm ers had had the right to build them in our State, 
if they had had the riglit of eminent domain? Is it fair, therefore, to instance 
the capacity of a .single jiipe line, .iust starting up, to cart! for the whole field?— 
A. To begin with, we will have to assume that the producers, or the persons 
engaged in constructing the pijie line.s, und(!r:i free pipe-line law, iirevious to 1877, 
woiild have Iks'ii willing and satisfieil to form a compact organization, to put in 
sufficient capital. and to (lontinue to act as a unit, as the persons owning the exist¬ 
ing pipe-liiH! interests there have done. If all these things ciould have been 
brought about, then I believe it would have been possible to have had enough 
lines there, but the constant coo]ieration of all th(! jiarties intere.sted would have 
Ihsui necess;iry. Tln‘y would necessarily have betm obliged to b(! united on evei'y 
l)roposition, and that was something that was never accoiniilislnal before; nor 
has it las'll since. 

CJ. Do yon not beliiwe that the )iipe-line industry would hav(! holdout .in.st such 
inducements as the railroad industry has to the (’ountry. that there would have 
been two or thri'e large competing lines in the field, and'that the Ijurdeii of taking 
care of that oil would not have been self-impo.,ed by the Standard Oil f'omjiany?— 
A. All we can .imlge is by Avhat did occur at the time, when there! were a great 
many competing organizations. There were one or tvvo strong iiii>e lines, and th(!y 
were owned by one or tw'o strong railroad companies, and managed, in part oriii 
whole, ('ither openly or by agretiment. 

t^. It was then a growing industry—away back before it was mono]«dized?— 
A. It was not a growitig indu.stry. It was ovmproduction. There was no pipe 
line in the husiimss jirevious to the organization of iiijic lines in 1877 that had 
made a dollar. 

t^. That Avas in tho infancy of the business and you could not expect to have 
the kind of capacity you hav(> described. Do you maintain that one company, 
bp it the Standard or anybody else, would be beiter for the oil country, for pro- 
ilucers and consumers,and all,than several larg(! r(!sponsible competing com- 
l)anies, which undoubtedly would have bi>en formed if there had Ixien the right of 
eminent domain, and if the huildersof pipe lines had not been opjiosed in getting 
it by the Standard Oil Company itself?—A. I never understood that the Standard 
Oil Company directly opposed it. The Standard ()il Company was not in tlie pipe¬ 
line business until tho tiimi of the great opposition and agitation for free pii)e-line 
laws. They did not go in until 1877. 

(J. Was there not a great effort made in Pennsylvania to get the right of emi¬ 
nent domain, amt did not the Standard Oil peojue, or the National Transit Com- 
l)any, which you say is (!ontrolled by the Standard or is a part of their system, 
oppose the giving of the right of eminent domain? Had they not secured the right 
or way by purchase through the State and across railroads, and when other cbm- 
panie.s undertook to do that, did they not lease and purchase ground in front of 
their right of way, and did not the railroads oppose the other companies passing 
under or over their ground? Was it not impos.sible lor a number of years for 
Other people to get to the seaboard after the Standard or the National Transit 
Company had secured their right of way?—A. I do not so understand it. I never 
knew of but one imstance of the right of way being secured, 
tj. (By Eepresentative Livinoston.) May I ask what this testimony about the 
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pipe lines is leartint; np to, simply a history of well iliRKing?—A. It i.s to show 
the manner in which it isflone.and the nsele-ssness of the opposition attempted 
by the Pure Oil Trust—its uselessness and inability to do anv business where it 
was re(iuiml. 

Q. You want to show thon that the oil company could not do any business on 
a(*cou7it of tlu'ir beiti^ hanipered by th(3 pij)e comT)any?“A. No; triey were not 
lianipiTcd by the ])ipe compjuiy. They were not al)h3 to do anything after they 
had taken il. and then bought a charter and w(‘re not obliged to do anything that 
tluw wantiMl. It Avas a liJiiited concern; it was not organized luider tho pipe-line 
laws of tin* State; it was a private cuinpany. Its purpose was, in other words, to 
('stablish tlu' later niuvenuait of th(‘ Petroleuiii Producers'Assoeiatioti, and was 
a dog in-tli(‘-niang<‘r policy—a going into business for tho purpose of annoyance, 
without rendering any useful service to the State. 

Q- (i^y Mr. PHiLiacs.) I wanted to get at the reason why there were not other 
large companies in opposition.—A. I luwei* knew of tho Standard Oil CoinjKiny 
placing obstructions in the way of the constrindton of any pipe line. I have 
known of iinlivi<luals ohstructing the Standard Oil Conpiany's o])erations. I 
have known of that.’ 

U. After the Standard Oil Company, or rather the National Transit Company, 
had assumed control, wito tiicre not som»‘ twenty-odd i>ipe-lin(‘ companies formed 
to sup[*lytlH-rchiieries from various lo(;al fields/ It has Ix^eii stated Insre by other 
witnessi's tliat there W(‘re some twi-iity-odd. Now, do you admit that there were 
a uumixn* that went into local li(‘ldsV---A. Oh. yes. 

AfbU' the Nat ional Transit Com])any had control?—A. Yes. 

I’RKMIUMS I'L.VOKO ()N oil. BY TllK NMTIONAIv TRANSIT COMPANY. 

Q. .Now. is it not tlu‘ rule of the National Transit Company to ]>la('(‘ a ])reininTn 
on oil in all tlios(3 fi^dds in order tf) add to tlie ])ric<3 of oil, so that lln^ local nnui 
can notliandli'it? llastliat been their nileornot?--A. Some instances have come 
nini<T my own observation of pi]»c lines being constructed into new and prolific; 
fields for sju-cial piyposes. 1 h;iv(‘ om* in mind in Oil (.hty. It started. I think, 
as thi'Peerless or Keystoni'pip(Oin(‘. It changed its jiame so often that T conbl 
not keep I rack n( it. Tliat. line did not come in as a com]M‘ting line in tln^ tiedd, 
and the condithm niion whicdi it enlerc'd was a guaranty of a certain amount of 
oil at a fixc'd rate of pipage. Tlie pipagv rab^ was fixed at 5 camts below the 
c'xisting rates of llie National Transit Company, whicdi was virfnally a bid for 
that oil a lad of ec-nfs—and was in it.scdf a t>r«‘iinnm of .I cents. The competing 
(annpany Huai n(‘cc>ssarily went oui and hid tlie same; figure; tl.'e preminm was a 
bid to g(‘t the oil. 

You know a fc'w ycairs ago tbcTe was rpiite a bin' slartc'd in the Wasbington 
field, to wliiidi yon ha ve ndevrecl. It is known, I bidieve, astlie (!raig-Elkins Line, 
or tUc! Western and Atlantic. Did tin'Standard not put a ])remium on Washing¬ 
ton {’onntyor Duller County oil whiles that line; was in existence'?-A. For the 
reason 1 have slateil theoil was Ihd away from tliem by tliesc; so-called independent 
compuni(‘s coming in. 

Q. I do not so ninb'r.stand it?—That is as I ninlerstainl it. 

(^. Did iiottln^ National Transir. (\>mpany eventually pnndiase that line?—A. 
That is tile assumption. 

Q. Tlieii did they imt take off tin']»rc'inium?—A. 1 clo not helh^ve then'is any 
pnnnium on that oil now. 

But did they notrediK'e Uu' price of oil 7 cents per barred to the pre.)ducer the 
day or Mienext day afte-r the' jiure-liase^ was made-?—A. If you will give me'the 
date's, I will ri'fc'r to tliis book here. 1 can nut state' it fremi mennen-y. 

1 can met at this time*. Yeni bavei ne> kiniwh'dge'?—A. T have iio knowled'j-e 
on that subjee t. 

Tlie'i e has be.'eju a n((w fiedd, (talk'd t he' Scio field, opened up in the la.st two 
ye-ars. Is then' uoi, ;t.ii iude']K*nde'nt pipe line in that fhdd?—A. I have heard there 
we'ie; some' pe'oph' bielding tor oil tlmre. 

Is tln'i-e' a premium place'el on that oil?—A. I bedieve' there is. 

Q. Is that oil b(‘tt(?r than any other oil?—A. It is saicl to he; it is said to be equal 
to the (darendon oik 

Hii,s theire; not very frequently btjen a premium put on oil, it being claimed 
that it was better, wliieh was afterwards taken off when the opposition ceased?— 
A. I have knowledge of premiums being pla<;ed on oil, and I have knowledge of 
premiums being taken off; but I have no knowledge of tho purpose of those 
premiums. 


»Seo p.480. 
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PIPE LINES WHICH HAVE PAID REBATES. 

Q. (By Mr. Faiiquiiak.) What pipe lines have paid rebates to producers, and 
when and liow ilid tliey pay them?—A. The Mutual Pipe Line jiaid a rebate of 5 
cent.s a barrel. 

Q. (By Mr. Smvtii.) Is tliat an independent pipe lim;?—A. Tliey were all inde- 
liendent pii»e lines in those days. They entered into a contract. I hai’e some 
iixnres here on tlu! subject. These rebates to winch T refer now were a matter of 
common knowh'd^re so far back as 1878. Some time after the close of that mov(o 
ment one of the per.son.s connected with it made a demand upon the Union Pi])e 
Line for a rebate and {rave his reasons, which will appear from the following 
correspondence. I am reading now from a letter head of the Bear Creek Refining 
Company, Limited: 


REBATE. 

B. n. Cainjibell, clmirman. R. P. CrawTord. treasurer. Bear Creek Refining 
Coni]iany. Limited, refiners of iietroleum. (.fity office, corner Etna and Eleventh 
streets. Pittsburg. Pa.. October iii, 1884. 

The following corre.spondence di'inanding rebates on iiipage passi'd between 
R. P. Crawford, treasurer of the Bear Creek Oil Refining Comjiany.and Mr.O. P. 
Swisher, of the Ibiited Pipe Lines Company. Then the i-orrespondence was trans¬ 
ferred from Mr. Wwisher to Mr. lli'iiry McSweeney, solicitor for the United Pipe 
Line: 

Letter No. I. Under the above letter head, with a Pittsburg date line, on the 
date above mentioned. Mr. Crawford writes: 

Mr. (.). P. Swisher. 

Dk.ir Slit: I am informed that your formi'r attorney, Mr. Hancock, has been 
superseded by Mr-. McBweeney. I wish the latter to get the inclosed. If not 
addressed properly, iilea.se .see that it gets in the proper hands. 

Yours, sincerely, 

R. P. CuAWEonii. 

Letter No. 2, written under tin' letter head of the Beai‘Creek Refining < toin- 
pany, on even date with the above. Mr. Crawford writi's: 

H. McBweenev, Esi], 

StR: I met Mr. .1. R. Campbell three weeks ago on a train to Oil City. 1 told 
liiiii I was an.vious to get an old unsettled matter fixed iipoti a matter of over¬ 
charge of pipage on oil from some small producing wells near the mouth of 
Clarion River. Jlr. Camiibell told me to write yon on the subject. In tlie days 
ot the old Mutual Lini' (ti. R. Harms, matiager) we found oil on a lease obtained 
from Hon. Thomas Mellon and R, (xaley, sr,, about otie mile from the mouth of 
Clarion River, We had completed our arrangetnents to lay our own pipe lities 
to the niilroad, Mr. Harms came to see me. ;ind ho agreisl to 1.“i cents pijiage 
for all the oil from the letise above referred to. b,it not to e.vtend to any other 
leases. The pillage at that time w;is setth'd monthly. I Inive the p;ipers to .show 
such settlement. TheUtiion, Emiiire, United,and National Transit Inive.in suc- 
ees.sion, falleti heir to the arningement. It htis been investigtited several times— 
by Mr. Hatch for and in beh.aU of theUtiion (afterwai'ds tlie Empire) Line, by 
the pipe lines when operated in the pooling arrangement, and by Mr. W:iller in 
beludf of the United, after the purcluise by the hitter ot the Empire Line, 

The wells are called Mellon (or Andes) and Brett. The last paid by the United 
was, up to and including the runs for April, l.STtt, as fidlows: 

April runs, Mellon.ftllli.llfi barrels, at .'i cents . . .... .$4:’).18 

April runs, Brett, I.Ti.fil barrels, at 5 cents.. . . .. (i.ti.v 

The charge of 20 cents pipage being in excess, we claim an allowance of fi cents 
per barrel on all oil runs since that date, and to continue as long a.s we produce 
from that iiarticular territory. The wells have run down to a small binsiness, but 
small as the claim may aiipear I must get it settled, either amicably or by law 
I much piefer the lormer, but one of my partners is a lawyer (B. B. Campbell), 
and, like all lawyers, is ready li ir the job. I write this in a sjiint ot kindness and 
fairness, as one business man should to another, and trust it will receive your 
lirompt and careful consideration. 

R. r. Crawford, Trnslee. 
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To wliic-h Mr. McSweeney imikos reply under date of Oil (^ity, Octol)«r 23,1884. 
R. P. CuAWFORi), Esq., Pitfshurg, }\(. 

Dear Stu: Your letter of the 22d instant claiming overchaige of ihpage is 
received. PU'ase send me copies of all i)a])erH npon which you hase your claim, 
as well as a full and specific .statement of tlie amount alleged to he due you, etc. 
As soon as I hear from you I will carefully examine your claim and advise yon 
as to the result. 

Yours, truly, H. McSweeney. 

Lett(‘r Xo. 1, written on the letter head of the Bear Creek R(‘fining Company, 
LimihMl: 


PiTTSBUiu^ Pa., K(>rnitf>cr AL 

Mr. II. MoSwkkney, 

Di<:aii Sir: I answer yours of 23d ultimo as follows: I inclose slieels marked 
Nos. I and 2, showing runs from Mellon or And(‘s wells (twonumhei s), and from 
Brett wells, upon which there is due 5 ci*nts per haiTtd; 


Amh's or Mellon, 2.5.100.05 barrels, at 5 cents... $1,259.98 

Brett, 2,001.84 barrels, at 5 cents.. . . 103.00 

Total.. ..-... 1,303.07 


I also intdose sheet No. 4, showing a few runs from each ]\r(‘ll<>n and Brett, 
running backward of runs ui)on which the 5 cents per ])arrel overcharge was 
]>uid,togive you a start towaid tracing it. As to the contract, I refer y«>u to 
Charles P. Hatch, Hoanokc, Roanoke County, Va.. formerly manager (d the 
Kmpin* Pipe* Line, also John T. (faley. who was stockholder in tl)(‘ conlenqilated 
pip(!line. from tlu'se wells. Thomas F. (faley. Pollock ])ost-onic(‘. (.'larioii County, 
Pa., can give Jolnfs addrc'ss. I do n(d know where (L R. Haruis is at )>n“sent. 
Tile last i heard frtim him he was at (.dmnnuati, ()hio. Tlien‘ is no dould about 
this (daim hi'inga justoin'. It is just what ]\Ir. Hatch calliMl it, “ an overcharge,” 
and knowing all alxnit it, I say the same thing. I think IVlr. <). P. Swi.sher could 
ti‘11 you something about it, if he will he kind enougii to freshen his memory. 

Hoping to hear from you soon, I am, yours, ri'spi'ctfully. 

R. P. Crawfouj), S}()Krink'n(lcnf. 

Lidtcr No. 5, on hdfer head of Bear CretL' Refining Company. Tiimited: 


PiTTsacKo. 3\\.. XorriiihiT /.s’s’4. 

H. McSwkenkv. 

DEAit Sill: In making np the account for overcharge' lejiage, whhdi T mailed 
to you yi'stmday, I left out the old (laley well, wliicli wusiiaduded in thecon- 
traid. It is a very small inoducer, and if the other.s are s('ltled I will let it go. I 
sold it last spring and havi? nothing to do with it now. 

I wish to say to you frankly that wi^ niadi' a mistake agre(iiug to 15 cents ])er 
})aiT(‘l pipagi' from those regions, as we .should have liuilt tlie line, which would • 
have hei'ii hut a fraction over I mile, and iiuuijied our oil to the railrt)ad at le.ss 
than") cents ]»i‘r harnd. But the contract was made, ctmqdied with for years, 
and now I only ask for compliauci' and continaanc(> of same. 

Respectfully, 

R. P. (hiAWKoiii), 


Letter No. (i, on letter head of tlu> Norfolk and Western Railway Company, 
(Jharh's F. IlaUdi, general freight agimt: 

Roanoke, Roanoke County, Va.. Xoveutber .1SS4. 

H. MoSweeney. Esq.. 

SoUcilify National Traintit Company, Oil City, Venango County, Pa. 

Dioau Sir: I have your favor of 20th, referring to the matter of the daim of 
R. P. Crawford against the National Transit Comi)any on acconnt of alleged 
overcharge on ])ipage of oil produced from wells drilled on lamls leased from 
Hon. Thomas Mellon and Robert Galey, on Clarion River, about 1 mile from the 
mouth. 

Wluui the Empire Transportation Company pur(dias(Hl the Mutual Pipe Line 
in 1872, we found among others was a cont ract, (Uitered into by Messrs. Martin 
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and Hama, ownora of the Mutual Pipe Line, and R. P. Crawford and others 
tipon the subject mentioned, hy whicli the Mutual Pipe Line affreed to transport 
the oil from the welts mentioned at a rate of 15 cents p<!r harrel. 

Tbi.s agreement was an oral one and tliero was no written agreement embodying 
it, but the facts were conceded upon the representation of Mr. Crawford, as well 
as Mr. Hanns, representing the respective interests. Following this the Mutual 
Pi {)0 Line and its successor, the Union Pme Company, continued to transport the 
oil mentioned at the 1.5-cent rate. The Union Pipe Company whs the name given 
to the pipe-line interests in the lower imuntry belonging to the Emi)ii'e Transpor¬ 
tation Com])any. When the Empire Transportation Comiiany sold its ihpe-line 
property in 1«77, all pajMii's and agreements were turned over to the representatives 
of the Standard Oil Company, or the United Pipe Lines, and. if my r('colle(dion 
serves me right. I gavi' tlnur repres(mtative a statement showing the special con¬ 
tracts and rates for the tran.sjiortation of oil. among which, 1 think, was the ono to 
which you refer. 

There is no doubt that the agi-eement referred to was made between Mr. Craw¬ 
ford and M(“ssrs. Martin and Harms, and that it was fully obsm'ved. as they owned 
the pipe line, and that tliis oral agreement was fully respected hy their successors 
up to the time of the sale of the pii)e int(T(Wts of the Empire Trans])ortation t'oui- 
pany in 1877. The rea.son for this contest rests up<in th(! fact that, at the time 
Messrs. Martin and Harms had built their i)ip(‘ limw, the i)ai'ties owning tin' wells 
on the Clarion River, mentioned above, projected the construction of a short line 
from the wells to the railroad, and the agreenu'nt ent(‘red into, establishing a ho- 
cent rate, was a compromise under which Mr. Crawford and others abandoned 
their project of constructing the Clarion line. 

Yours, very truly, 

CriAitLEs P. Hatch. 

Letter No. 7, dated Oil City, November 20,1884: 

R. P. CllAWFOliO, Esq. 

Deau Sik: Your favor of the 14th instant,in relation to the .alleged overcharge 
of pipage, was duly ri'ceived. f will investigate the matter and advise yon of the 
course this company will pursue as early as possible. 

Yours, truly, H. McEvveenkv. 

Letter No. 8. on letter head Standard 1 >il Comiiany. 44 Broadway, S. C. T. Dodd 
solicitor, dated New York. September 1.5, 188r: 

H. McSweeney, E.s(p, Oil Citi/, Pa. 

Dear Sir: About the year I87i> R. P. Crawford, B. B. Campbell, .and othens 
caused a ipio warranto to be filed against the Uniteil Pipe Lines, a,skingi'or a for¬ 
feiture of its charter upon this gidiind, among others, that it had made discrimi¬ 
nations in its pipage charges. About the same time actions were brought in the 
supreme court of Ihe State against the Stamhird Oil Company and the United 
Pipe Lines and various railroads, the burden of the complaiid- in eaidi case being 
discrimination. A criminal aidion w;is begun in Clarion County against.!. ,1. 
V:indergrift, J. D. Rockefeller, and others upon the charge that they laid con¬ 
spired with the railro.ads to give :ind receive discriminations in freight. R. P. 
Crawford was a ieading man in all these proceedings. Wlnui I investigated the 
facts, so far as the United Pipe Lines were concerned. I discovered that the only 
discrimintition of which it had been guilty was in reference to .several contracts 
which it had inheriteil, one of which was the conti’aet to which you refer, 
between R. P, Crawford, or the Bear Creek Oil Compatiy, atid the Mutmd Pipe 
Line Comptiny. Tho parties who weri' making all this fuss about the discrimina¬ 
tions were the only parties receiving any benefit from the discrimination. They 
claimed that the discrimination w.as not only contrary to public iiolicy hut was 
absolutely criminal. 1 agreed with them so far as the public policy was con- 
cenied. and I directed the United Pipe Lines to rtqmdiato all sutdi contracts. R. 
P. Crawford applied to me freipiently in relation to this m;itter. and I always 
gave him the same reply, that we would (diarge the same rate of pipage to every 
man, and would recognize no contract.s whatever for a less rate. I do not think 
that we ought to depart from thi.s line of policy, and particularly not in favor of 
R. P. Crawford. I would be gl.ad t<i have him bring suit. It such contocts are 
good in law I would like to have it so e.stabli.shed at the suit of R. P. Crawford 
or B. B. Campbell, the parties who so few years ago were endeavoring to put us 
in the penitentiary for the very thing for from whhdi they now claim the benefit. 

Yours, truly. 


S. C. T. Doni). 
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Letter No. 9, dateil Oil City, Pa.. December 17,1884; 

E. P. Cbawford, Es(i., Pittsburg, Pa. 

Dkak Sie: After a careful consideration of the matter I have decided that this 
company must d(;clino to recognize the claim made by you on account of alleged 
overcharges of pipage. 

Yours, truly, H. McSweeney, 

Solicitor Uiiiled Pipe Live. 

PEEMIXJMS AND REBATES COMPARED. 

Q. What i.s the difference between putting a premium on a given field when 
the oil is sold and allowing a rebate to anotherV Was that done to evade thi; 
law?—^A. I think I have already given my view of the (jiiestion of premiums. I 
have stated that they are of the nature of a bid when there is comi)etition for a 
particular grade of oil.' 

Q. You do not know of your own knowledge, then, of any premiums being paid 
where the oil wa.s not any better in one neld than another?—A. Oh, a.s to the 
(juality of the; oil I am not competent to speak. I am a producer only in a v(U'y 
sm.all way, and 1 do not care to testify as to the quality of the oil: but I know 
that the practice of paying a premium was at one time general over the whole 
region. 

(cj. (By Mr. Smyth.) Who paid those premium.s?—A. The purcliasers of the oil. 

Q. It was the custom of the trade at that time?—A. Yes; anyone ljuying oil 
was obliged to pay a premium. 

Q. (By Mr. Piiii.LiPS.) Did the National Transit Comjiany or the St.'indard imi'- 
chasing agency pay this premium on all cnslit balances? Have they not made it 
a riilo to buy all credit balances at the market value, whatever it was, on the 
exchange?—A. I think th.at rule w;is abandoned in 1H9.'). 

Q. Well, for a great many years previous to that it was the custom?—A. Pi'e- 
vious to J8!).5 they did buy at the ruling price of the exchange. 

PltlCE OF CRUDE OIL DETERSIINED HY TUI! PRICK, OF IlEKINF.D. 

Q. Now, they fixed the prici; tluunselves, but the time to which we alluded there 
was this gnait discrimination?—A. If I am i-xpecb'd to answer as to my under- 
.standing of the point of their fixing the price. I will s;iy that 1 do not understand 
that they fi.xed the price. The price was fixed hy demand, the price of crude oil 
being reflected in th(! price of refined. 

t^. Who rettects both the price of crude and refined?—A. Tlio consumer makes 
the price'. He is tin: man who .states what he will i>ay. 

Q. (By Mr. S.MYTii.) You stated that it was largely caused by tin' export 
demand?—A. Yes; wherever the consumer is. 

Q. In your judgment the price is fixed by the foreign demand?—A. Yes. 

Q. (By Mr. PiiiLLire.) Then, when the Standard Oil Oompany marks refined 
oil uj) 10, ITi, or 20 points, that is fixed by the consumer, is it?—A. My reply was 
to a different question entirely. I think it is taking advantage of a witness to 
put it in that way. I have not testified on that branch of the question. 

Q. I do not wish to take any advantage of you.—A. I stated a little while ago 
that in my opinion the premium is the result of a bid for oil where there is a 
demand. In districts where there is a demand for oil a jiremium is usually placed 
on it just as a ])remium is placed on leases where there is a demand for land. The 
producer is carrying out the same idea in competition. 

Q. For 1") or 20 years past has there been any special demand by outside 
refiners? Have not the Standard Oil Company and the National Transit Com¬ 
pany handled the great hulk of it?—A. You have just mentioned a gre.at line in 
the Washington field, the Western and Atlantic; that was a demand. It brought 
capital in large (piantities. It employed several millions of dollars. 

t'RIUE OP OIL DETERMINED BY THE DEMAND AND SUPPLY. 

(^. (By Mr. Smyth.) Do you think that the fluctuation in the market i>rice of 
oil is caused by the demand for oil, or i.s it the result of manipulation on the part 
of the retiner.s?—A. It is unquestionably the demand for oil. 

Q. A larger demand for oil, in your judgment, causes an advance in prices?- 
A. Yes. 

Q. And when the demand slackens the production decreases?—A. The supply 
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and d(>mand tlio price. In tlie documents which I read tliis inoniing 

the complaint of the produet'rs, from the first movements down, has heen over¬ 
production, and it has heen j'enerally admitted that the price is determined by 
siii)i)ly and demand. 

Q. (By Mr. Pjiilups.) Has that law worked well in the case of the Standard 
Oil OompanyV Have their jirofits gone down on account of overproduction? Has 
tln^ hnsine.ss not been continually profitable to fhem.regar<llessof this law of sup¬ 
ply and demand? Do yon know any one year, of your t)wn kmjwledgo, in which 
theyhavedost money?—A. I know nothinf,' about their commercial business at all. 

Q. (By Mr. Smyth.) I do not suppose they would admit it.—A. I do not sup- 
liose anybody would. 

Q. Hiy Mr. F.vugUH.VR.) It would simply bo a matter of rumor?—A. Yes. 

C^. Have you, of your owm knowledf'o, ever known of a single statement is.sued, 
fidvin^^ away their busine.ss to anybody?—A. If it were j^eneralfV known that any 
company was losing money its stocks would tumble very raiudly. 

Q. Have you ever kneuvn of any statement being givmi out by the Standard 
under any of the three organizatioiis in which they have been?—A. I never have. 

THE VALUE OF THU K'l'OCK OF THE ST.VNnAllD OIL OO.Ml’ANV. 

Q. (By Mr. Phili.ips.) What was the capital stock of t he Standard Oil Com¬ 
pany () oV 10 years ago? Was it more or less than §100,000,000?—A. I think a little 
less. 

Q. H<iw much less?—A. Three or four millions, possibly. 

(J. Do you know the highe.st point or about the highest point th.at stock ever 
reacheil (‘ill the market?—A. I have' heard it stated that it was very close to .100. 

Q. Five hundred millions of dollars? A. Yes. 

Q. Then the law of sup]dy :ind demand lias not iilfi'cteit them very materitilly 
in a great many years?—A Is that for Ihti purpose of showing ])rotits in their 
bii.sine.ss? 

Q. I presume that the stock would not be tin're unless it was earning that; it 
would not retich that juice without having tin' earning cajiiicity.—A. I iiiight stiy 
in the same coiim'ction that-ijijiosition comjianit'S show even a gi'eati'r iticreasi' in 
values. The stock of the Tidewater Pijie Line Oonijiany is (jiioted at from t .000 
to 2,000, I think. 

Q. (By Mr. S.myth.) Will you give us the jiarticiilars there? What is theeajii- 
tal stock?—A, Thecajiital is "§tO,tKIO,000, 

Q. What is the market value?—A. Two tl'.ousiuid. 

Q. (By Mr. Phili.ips.) Is not that absolutely umhu-the control of the Standard 
Oil Comjiany?-A. No. 

(J. Have they not running rates or .agreenn'iits with the Standard Oil Com¬ 
pany?—A. Tliero may be agreements, but it is controlled by themselves. 

Q. Are they not limited as to the amount of oil shijijieil through their lines?— 
A. By agreemeiiLs—jiossibly there are agreements there.' 

Q. Without an agreement with the Standard have you any idisi, from your 
knowledge of the busiue.ss, that the stock would have gone to that price?—A. 
Well, that iuvolvesan opinion that I do not care to exjire.ss. I havenoknowledge 
on the subject. 

SUITS AGAINST THE PENNSYLVA.VIA TRANSI>l)UT,VTI(>N COMPANY. 

Q. (By Mi-.Kenneuy.) You stated yesterday that you knew of one jiarticular 
pijie Imo that had been sued on account of misrepresentation in regai’d to the 
(jiiantity of oil on hand. Will you now stale the name of that jiijie line and the 
circumstances siirronnding that suit? 

Q. (Bv Mr.Pmi.LiPS.) And the date iif it?—A. The jiijic line was the Pennsyl¬ 
vania T'ransjiortation Comjiany, and it was some time in the summer of IHili. 
Thosuit was brought in connection with the gauging movement,in which false 
reporhs hail heen made about the (juantity of i lil in the .'(torage tanks, a discnijianc.y 
of some .50,000 bairels. The examination of the gauging tanks was a jmblic one. 
It was a test or an examination of the integrity of the jiijie lines at the time, and 
all lines were examined by agreement of the oil e.Nchanges. A statement was 
issued by the gaugers of the Pennsylvania Transjiortation Comjiany that it had 
,50.000 barrels in excess of the actual quantity on hand, making a misrejiresonta- 
tion to that extent to the trade. Suits were entered against the gaugers, involving 
the presiilent of the line and the superintimdent. Crimimd action was brought, 
I think, in Kittanning, but tlie case was never tried. But it was common in those 
days, the early pijie-line days, under the wildcat jiijie-line systems, for pipe lines 
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to bo short. Siibseijuuntly to 1874, when the piije-lino law, reqniriiiK the publish¬ 
ing of statements of the condition of the lino and its responsibility, went into 
effect, a great number of them were caught. One was the Atlantic Pipe Line 
which was found short (1,000 barrels on one occasion. 

(J. (By Mr. Kennedy. ) Do yon know of any such sliortages in recent times?—A. 
No; there have been no such shortages. There have been su.spected shortages. 
Tliere have been sev(^ral gauge movements organized liy the oil exchanges to 
verify the statements of the National Tramsit Company. There was one very 
prominent one in 1884, when tlie sbx’ks amounted to nearly 40,000,1)00 l)arrels. 
All examination of the tliousands of tanks in whicli this oil was stored in various 
parts of the region iiroved the correctness of their statement. Tlie riqiort of the 
gaugers was accepted by the various oil exchanges, and the public mind quieted 
as to th(' rumors of shortage. 

Tiin capacity oe the national tiia.nsit piph i.ine. 

Q. (By Mr. Piiillii>s.) Have you any knowledge of what it recpiires to fill the 
National Transit Lino, and of the residuum in the bottom of the tanks which 
would not be called merchantable oil?—A. No. My knowledge of that would be 
hearsay and estimation altogether. I doubt if that experiment has Ikhui con¬ 
ducted. There have been estimates based on the capacity of the line.' 

(ij. Would it take three million or four million?—A. I have heard it estimated 
higher than that. 

Q. Higher than four million?—A. I have heard the ipiantity reijuired to fill the 
line estimated at more than four million barrels.' 

(3. Do you know about how much oil was in the United Pipe liines when oil 
tiHilc such a sudden advance, about tsvo or three years ago?—A. Well, I think the 
(Tipacity of that line was fully represented in transit. 

(^. Do you know about how much oil they had on hanil at that time?—A. We 
ought to'be able to show it to you. 

Q. We should bo very much obliged for that information for about April, 
18!).).—A. The Jimount of the stock in April, 18S).o. was 4..o4.'),784 barrels. 

Do you know how many certilicates of the Standard were outstanding at 
that time?—A. 1 can not tell that. 

Do you know the amounts that wore on hand at that time belonging to other 
people?—A. I can not state that. Only the monthly iiipe-line report will show 
that.' 

CJ. Have you not the pipe-lino report there for that, month?—A. I am reading 
from the stocks. Tliis book runs by shipments. 

t^. Does it not show the credit halance for each month?—A. I do not think so. 

(J. Are not the certilicates shown?—A. I think not: .simply runs, shipments, and 
.stocks, 

(3. Well, you stated that you have heard it estimated at between four and live 
minion barrels. Could that and the indifferent oil in the bottom of tbo tanks be 
delivered to the purcliaser, if there were a purchaser?—A, If all production were 
stopped at a given hour iiiid everything entirely shut off they would probably not 
be able to continue operation beyoml a day or two at the outside; but the pro- 
duction at this period was upward of 8,"),(100 barrels a day, and that going con¬ 
stantly into the lino equaled the shipments required to meet the demaiid.s of the 
trade. 

tj. To meet the deniand.s?—A. That going into the line constantly, day by day, 
met the demands of the trade. 

shoutaohs in I’Ipe lines. 

(^. Did the Standard own all that went in day by day at that time?—A. As I 
.stated before, wo have no means of showing that except by the statement imh- 
lished every month. To return to Mr. Kennedy's question, 1 will say that reports 
of this kind were not at all infrequent in the days of wildcat pipe lines, but they 
were not alarming to the trade when made. It was a condition that was met 
with anywhere, but it shows at the same time that the pipe line,s then ran very 
close to shore. They used oil wherever they had it and exiiected to make it up in 
tho future, A report of the Atlantic Pipe Lino was posted in Titusville. Miirch 
17, and quoted by the Oil City Derrick, March 18,1876, under tho head of ” Titus¬ 
ville Doings. Pipe Lino lietunis.” (Reading;) , 

Prom our special reporter. Titusville, March I'T. Tho Atlantic Pipe Lme. 
with headipiartera at St. Petersburg, and no connection with the associated bm'S 
makes substantially the subjoined reixirt in round numbers. It will be seen that 
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a shortage of !)arrels appears, tlio actual loss in handling over and above the 
a per cent dednctcd for tliis cause by each line in the regions,' This, however, is 
amply covered by tlic pmchaso from reliable i)artioB of 15,000 barrels, paid for 
and ready for delnan-v when recpiiriMl. Notwithstanding the very largo percentage 
of certificates in proportion to tlm total stocks, the line is in the most prosperous 
condition, and by the 1st of May is expected to be entirely free of debt, with the 
whole cost of construction fully liquidated. During February the recoitits were 
abov(! the usual average, footing up to 55,000 barrels. The statement for the 
ilKinth is as follows: 

Burrells. 


Total amotiTit of ovndo oil in tlu? pipes and tanks of the ooinpany, February 

20.1878...----- 84,015 

Total amount of crude oil for which the company w^as liable ^ui the 20th of 

February. hSTO. ... .- . - . 

Rei)re.sented by certificates .... ..... . .. . 78,000 

Repre.sente<l h v c red it hal anco.. .- - . OOd 

Purchased from iidiahle iiarlies and jjaid for oil to be new from the wells. 15,000 
Total amount of crudi' received during the month -’.. 55,500 


Then follows a line of figures showing that there was an existing shortage at 
that time of about 8.000 hamds on less than 2.000 barrels a day of Imsiness. And 
that was a very common experience in the days of wild-cat pil)e lines. 


immuoiatk smi’.MKNT" explained. 

y. (By Mr. Piuli.ips.) Ilavi: you anything else to say?— A. There are other 
points of interest uiion which the ])uhlic mind has been befogged that I should 
like to discuss. The (piestiou of pri'iuiunis has already been discussed. Now 
there is another one which occur’ed iluring the period of the Bradford develop¬ 
ment that created a great deal of discUHsi<m. and that was immediate shipment. 

y. (^ByMr Smvtii.) What was that?—A. Immediate shipment. 

y. Immediate?—A. An order known as‘■immediate shipment.” Oil was pro¬ 
duced so rapidly at one ]K‘riod in the Bradford field that the tankage systcni of 
all the pipe lines, as well as the private tankage of the country, was insufficient 
to take care of it: and the clamor to have their oil cared for compelled the pipe 
lines to i.s.stic an order for immediate shipment. That is. they would take oil for 
immediate shiimient, and then the iuircha.ser might come into the market owning 
tankage and h.aving cars to ship his oil to market, and would be able to purchase 
it at a low'er ju'ice than the regular prices offered in the oil exchanges. That was 
called an immediate sliiiunent order. And the point utiou rvhich theiiublic mind 
was befogged at thi.s time, is the ,sup|iosition that it was the only time when 
immediate shipment ever wnit into effect. The first immediate shipment went 
into effect in the tall of 1872, following the :i(l-day shut down, or very close upon 
the heels of the lih-day shut down. Epizootic, which was then a new disease 
among horses in our region, w'as exiideinic, and there was a comxmlsory shut down 
of almost ;!8 davs more following the shut down by agri'ement. It was during 
this period that tln> Empire Pipe Line established the order of immediate ship¬ 
ment. The field gaugers were instructed by orders from the general office at 
Parkers Landing rvhat oil to sliii) and the quantity, regardless of the, iiractice 
dwtomary at the time; the office directed the ((iiality, the (juantity, and the time 
the oil should be taken, iirecisely as was done 8 years later in the Bradford field 
and also in Butler County. 


WHY 2,000,080 li.vnitELS OK OIL WAS SET APAUT FOR THE HENEPIT OF I.AUOR 
ItV THE STANDARD. 

y. (By Mr. Kennedy.) You .sjioke yesterday about several million barrels of 
oil having been set ajiart by tbe Standard Oil Company and the iiroducers for the 
benefit of the drillers, I bi'lieve?—A. For benefit of the oil-well workers, the 
drillers and tool dressers, eh'. 

y. Was that the natural result of a philanthropic impulse on the part of the 
Standard Oil Comiiany and the iiroducers, or was it for the purpose of keeping 
those workers from engaging in work in other fields and developing them? A. 
Well, I might say that both motives suggested in your question operated. The 
purpose was to do justice to labor on the one hand, and give it an inducement— 

y. (By Mr. Phillips.) And to have cooperation on the other? A. Yes, for their 
cooperation. 

y. (By Mr. Kennedy.) There was an idea though of keeping them out of the 
other fields? A. Oh, yes; that was the central idea. 

> Sou p. ;>it. 
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Q. That was the central idea?—A. Yes, because the practical men can always 
obtain the necessary capital where there is any inducement I'or the drilliii}; of 
wells. 

Q. That, rather than philanthropy, was the motive?—A. The idea was to prevent 
labor engaging in other emjjloyment to their detriment. But I will say this for 
the producers in the oil regions, that labor is nowhere better cared for than it is 
there, or more loyal to the prodvicers; that is true of both the producers and the 
Standard. Labor has no kick there. 

9 . Are they organized?—A. Yes. there isa well drillers’organization. I believe 
it is in existence, but I do not think they hold meetings very often. 

Q. (By Mr. PiiD.LiiSi.) Was it not generally stated that it would bo a gi'eat 
injustice to labor to shut down for a period of a year without any compemsation, 
leaving them out of work?—A. Tliat was stated; but I will say furthermore that 
it was the custom in previous shut downs to take care of labor. 

Q. (By Mr. Kennedy.) Your testimony is that the central idea was to keep 
these men from engaging in the work of developing wells elsewhere?—A. Well, if 
placed upon their own resources without the means of livelihood, nothing would 
be left but to engage in the first movement that offered. The laborers shared in 
this entire movement, as a matter of justice to labor, I think, as much as any¬ 
thing else. That is the view that I have always taken. 

NUMBER OF MEN AFFECTED AND THEIR WAOKS. 

9 . (By Mr. Batchford.) Are we to understand that labor reiieived compensa¬ 
tion during the period that it was thrown into idleness by the shut down?—A. 
They received compensation, yes. 

9 . Eipial to thiiir wages?—A. Well. I shall have to answer that by an exjdanation. 
The labor in the oil country is for the mo.st part contract labor. While the drill¬ 
ers retielve so much per day, the competition is so great that they are rushed with 
their work. This aim is to drill a well in as short a period as possible. Theinter- 
Vid betweim wells is often extemhal, so that it is very difticidt to arrive at any 
estimate of what the drilhrs' year would be. It might bo estimated at ^00 days, 
and wages at the prevailing priciis for first-class men at about $ 1.000 a year. 

9- (By Mr. PHiiaai’S.) At that period it was about $0 to $0.50?—A. Yes. 

9 . And when it closed it was advanced to .$4..50?—A. An advance took place. 

9 . (By Mr. Batchford.) Are you prepared to .state how much they got. what 
the average pay offered them was?—A. I believe it will appear in the te.stimony 
of the secretary of the Well Drillers' Union, in connection with the report of the 
committee of Congi-ess in 18H8. That subject is fully gone into there, and I 
lielieve some figures are to bo found in that report. 

9 . Will you state the number of mmi involved?—A. The number of men. as 
statedin thatre]xirt, was, I think, about 3.000. I think it was more than 3.000. The 
testimony of Henry Webster will throw .some light on that question. 

9- (By Mr. Kennedy.) It is so extraordinary tor corporations to care for the 
interest of workmen in this way that I .should like to have a better undei'stand- 
ing in regard to it. You say that the imitivo of philanthropy on the part of the 
Standard and the producers was one consideration and that keeping the men out 
of work in other fields w'as another consideration. I should like to ask you 
which you consider overbalanced the other, the matter of philanthropy or the 
matter of self-interest on the part of the oil interests?—A. Inasmuch as it was a 
business arrangement, I think that the business consideration had a great deal to 
do with it. It was purely a busine.ss consideration, and you might call it a sel¬ 
fish one in that respect and to that extent. 

9- (By Mr. FARyiiHAtt.) Have not the parties taken credit for sympathy and 
philanthropy in granting tlie terms that they proposed to the drillers'?—A'. Oh, 
yes; there is some credit taken in that way. 

I.ABOR ORdANIZATIONS NOT DROMINENT IN THE OH. INDUSTRY. 

9- (By Mr. Kennedy.) Do the Standard Oil Company and the independent 
companies look with favor upon labor organizations?—A. So far as I am informed 
on the subject, I believe they do, although so far as labor organizations apply to 
the oil industry, we have very little of it. It is a matter of individual contract, 
and the wage is dependent usually ujKm the skill of the operator. For that reason 
we have very little of the union of labor there. The (juestion of uniting enters less, 
perhaps, in the oil industry than any other, because all men are not placed exactly 
upon th(! same plane. Now, in drilling, you can take a firm employing a dozep 
drillers, and half a dozen may receive 50 cents a day more than the other half. It 
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is a matter of skill, but when it comes to the operation of lifting oil, the wage i.s 
pretty generally uniform on that. The pumpers receive uniformly from to 
$5.^ a month. 

Q. (By Mr. Ci-ahke.) You have stated that, when there was a curtailment of 
production, through a cessation of drilling new wells, labor was the one interest 
which suffered?—A. In that connection, yes. 

Q. Do you mean the labor that would have otherwise been employed in drilling 
new wells?—A. In drilling new wells. 

Q. Or all the labor in the oil industry?—A. I mean to say it was the labor 
employed in drilling 800 fewer wells than were drilled the year previous. In that 
connection I siiid there were 8(X1 fewer wells drilled during the year 1888 than there 
were the year previous. The labor suffered to the extent of the wage involved in 
drilling 800 wells. 

Q. (I5y Mr. Puii.i.iPS.) Less what they received in the .sale of the oil?—A. In 
the sale of oil? 

(j. I believe you said yesterday that they received more than the producer did 
in the way of profit?—A. Well, it was my impression that they received consider¬ 
able more; their oil sold at a higher rate; it was sold at different times. 

Q. (By Mr. Clarke.) If then, that curtailment was for the interest of the oil 
producers, it benefited (sertain portions of labor as well as injured certain por¬ 
tions?—A. It certainly benofiti;d the producers. Labor was benefited e(iually 
Avith the pri>dncers. in my opinion, because drilling did not entirely cease, and 
drillers could get permission from their union to engage in drilling on gas Avells 
and wells outside of the prescuibed territory. The prescribed territory was lim¬ 
ited to the oil produced from the scalimentary rocks—that is. New York, Pennsyl¬ 
vania, southern Ohio, and West Virginia. In the oil produced from the Trenton 
rock was not included that of Ohio and Indiana. I presume during this period 
.50 widls a month wei’e drilled in the country at large tor j^as, furnishing constant 
employment, 4 men to a well, for 300 men, I think that is not overestimated. 


PRESENT CONDITION OF THE OIL INDUSTRY. 

Q. (By Mr. Smyth.) What would you say was the pre.sent condition of the oil 
industry?—A. I should say that it was exceedingly satisfactory to the oil pro¬ 
ducers. 

Q. Both to the iudependonts and the Standard?—A. Both to the independents 
and the Standard; all the interests together ;ire .satisfied with existing conditions. 

(J. (By Mr. Batch ford.) How i.s it as compared with some periods that we 
might nam(!, say, tor instance,:! or .5 years ago?—A. There wiis a brief period 
4 or .5 years ago when it was better. Oil temporarily ran up to S3 a barrel. 

Q. You say that was 3 or •! years ago?—A. Well, it was equally favorable 3 
years ,ago. 


THE OIL INTERESTS IN COIAIRADO. 

Q. You made a statement yesterday that I should like to have you explain. 
The statement was, 1 believe, that were it not for Che cost of transportation, oil 
might be sold by th(! Standard Oil Oompany in Denver, Colo., as cheaply as 
at the initial point of production, or the refinery.—A. Yes. 

Q. Are you t;imiliar Avith the oil interests of Colorado and their relation to the 
Standard?—A. Only in a general way. 

Q. Are you aw:ire of the operations of the Standard in that State?—A. No. 

Q. The <;onnnission has testimony bearing upon that subjiH^t to the effect that 
the producers of Colorado have found it to their advantage to sell all of their 
crude proiluct to the Standard Oil Company. Do you wish to say anything on 
that?—A. Well. I have not understood that the Standard were manufacturing 
oil in Colorado. 

Q. (By Mr. F.arquiiar.) They are the producers of the manufimtured oil?—A. 
I understood them to bo the purchasers of the manufactured and th(! distributers 
of the oil. I am not familiar with the prices of crude oil in Colorado. The field 
is so distant that there is no relation between their product and ours. There is 
no intercourse between the oil fields of the ea.st and those west of the Mississippi 
River. One does not enter into any consideration with the otlier, so far as I am 
aware, and therefore we pay no attention to the product of that region. If it 
entered into competition with us in the east, we should have reporters there and 
know all about it, but until it does that there is no occasion to be at the expense 
of getting reports. 
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y. (By Ml'. Phillu’s.) Aro they not prohibited, in a sense, from letinin;; oil 
in the western fiehl't Is not oil confined to fuel products, sold for fuel, and sel¬ 
dom refined'/—A. I do not know as to that. I an- not familiar with the oiieratious 
west of the Mississippi River. 

SOURCES OF STATISTICS OFFERED IN EVIDENCE. 

Q. (By Mr. Jenks.) I wish to ask one or two questions with reference to the 
sources of the statistics, etc., that you have submitted, so far as that does not 
appear on the papers themselves. Have you been actively enj'aj'ed in the oil busi¬ 
ness cither as a producer'or a refiner'/—A. I am a producer now to a .small extent. 

Q. How long have you lieen in tho business as a producer'/—A. In and out of it 
always. 

Q. So that a part of the information you have given is your own personal experi¬ 
ence'/—A. My own personal experience and observation. 

y. Have you been associated with any of these different producers’ associations 
of which yi')U have spoken?—A. Never with any of them. 

Q. You have always been entirely independent'/—A. I was never a producer to 
the extent tliat would entitle me to belong to them, because most of these asso¬ 
ciations elect their members. 

Q. Y'ou have not been a refiner of oil at all?—A. No. 

As regards the statistics we find in this book,' from what sources in tho 
main are they? For example, the export prices come from where'/—A. 'They come 
from tho Goveniment reports here. 

Q. And what is the source of the figures you submitted with reference to tho 
profits of the producers of oil, tlu^ amount produced, the price, etc.'/—A. They are 
deductions made from the figures given in these reports. 

y. That is, you have taken the official Government figure.s and made your 
deductions from them'/—A. No; wo get no oflicial figures on crude oil from the 
Government. 

y. Till! figures you get from the Government are on tho oxiKirt oil?—A. Yes. 
y. ‘Where do the figures on tho crude oil come from'/—A. From the iiipe-line 
.statement. Since 1874 tho statistics have been posted. Every transportation 
company is reipiired by legislative enactment to post their statements. 

y. Then, the information that is given concerning profits is really a deduction 
based upon these figures of the pipe lines and upon the official prices?—A. And 
upon tho official prices; yes. 

y. Have you any other papers whose sources are different from those you have 
mentioned‘/--A. Different in what i'e.spect? 

y. 1 mean coming from different sources.—A. Oh, yes; in arriving at the con¬ 
clusions here. 

y. At the conclusions you have given in your testimony '/—A. We have ran¬ 
sacked every source of information—tho trade .iournals and State Geological Sur¬ 
vey, tlie State made an exhaastive research into the early development. 

y. You have cited them '/—A. These papers were made uji from the daily press 
at the time—the daily publications of eastern cities. 

y. In every case in each of these documents do the sources of information 
appear? That is tlie special point I wish to get at.—A. Oh, we might cite them 
from the Derrick Handbook. They all come from the Handbook. 

y. So it the Derrick Handbook is cited we can find tho original sources, can 
we'/—A. Yes. 

y. And tlie Handbook itself will tell where you got the figures?—A. On crude 
oil you will get it from the statistics of prices in tho daily press, which gives the 
annual price and the average jll'ice. 

y. When you cite tho Derrick Handbook, however, that will give us the .sources 
from which the Derrick Handbook got its information'/—A. Oh, yes; we can fur¬ 
nish the information. 


METHODS OF COMPETITION EMPI.OYEI) BY THE HTAND.VUD. 

y. With reference to the question of special cuts made by the Standard Oil 
Company for the purpose of selling its oil in certain localities, I believe you said 
yesterday that you had no specific knowledge at all excepting your observation in 
your immediate locality '/—A. We have infomation as to tlie periods when the 
cuts were made and the amounts; we know of that; we have all that. 


The Derrick's Handbook of Petroleum, Oil City, Pu., ISitS. 
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CJ. I refer to special cutting of rates to drive out competitors ?—A. Do you refer 
to crude oil? 

Q. No; refine<l.—A. I have no further information whatever on that. Refined 
oil enters into our calculations in the oil country to a very small extent. 

mkthous op thk standard's competitors. 

Q. Have you any specific information with reference to the methods employed 
by the Standard Oil Company for obstructing the completion of the independent 
pipe line to the seaboard'?'—A. I never understood that; bnt I have information 
on the other side concerning the stopping of operations by the Standard Oil Com¬ 
pany. In 1874 the National Transit Company undertook to lay a pipe line from 
Parkersburg to Macksbnrg, and tliey wore stopped at several points by Mr. George 
Rice, who obtained a lease across the track of their right of way;' that is, Mr. Rice 
employed a man to take rights of way across the track of the pipe line, a man by 
the name of Ogle. 

Q. What is the source of your information—Mr. Ogle himself?—A. No; I was 
present. Mr. Ogle first informed mo that he was engaged in the work and he 
showt.'d me his contract. 

(J. With Mr. Rice?—A. No, with the farmers; he made contracts with the farm¬ 
ers for getting these exclusive rights. An exorbitant sum was named for this 
exclusive right, when the pipe line was to bo laid. Ho had the exclusive right of 
it, but no consideration passed to him until the work was done. 

tj. And ho himself informed yon that he was doing this work tor Mr. Rice?—A. 
Yes; he informed me that he did it in Mr. Bice's name. The work was done in 
Mr. Rice's name. 

Q, The special purpose being to shut off the National Tran.sit Company'?—A. 
To shut it off from its destination. 

Q. Did Mr. Rice intend to build a pipe line?—A. No; not under those contracts. 
He built a pipe line, but not under those contracts. 

y. (By Mr. Kennedy.) Did Mr. Rice succeed in preventing the building of that 
pipe line?—A. No; the line was lai<l; Mr. Rice was outbid. That is the only ca.se 
that has come under my observation. 

Q. (By Mr. Jenks.) It has been stated here that the Standard has sold differ¬ 
ent grades of oil at the same jirice. Have you any knowledge of the methods of 
the Standard in .selling refined oil?—A. No; that would come within the domestic 
trade department; it does not enter into our business at all. 

INVENTIO.N'S AND IMPROVEMENTS IN PRODUCTION. 

(2. You mentioned a number of very valuable inventions that have been made 
in developing the oil regions.—A. Yes. 

y. In your judgment, have the mo.st important improvements been made by 
men working with the Standard or the independents?—A. Well, .so far as the 
Standard and the independents ;u'e concerned, neither has a monopoly; on genius. 
Everybody buys from inventors wherever they can. The Standard is undoubt¬ 
edly entitled to more credit than it has received for its achievements in refining 
Lima oil. 

y. The chief movements along that line have come from the Standal-d'?—A. 
They have come from the Standard in the manufacture of Lima oil. 

y. (By Mr. Phillips.) Did not George Van Vleck and some others make very 
good oil?—A. I am very glad you a.sked that ((uestion; their process was not a' 
new one; it was a very old one. 

y. It was not used by the Standard prior to that time?—A. No; it was used by 
other people. Allow me to explain that the proiiess of Van Vleck was apfilied 
by some professor in Buffalo. That metallic oxide process has been u.sed by gas 
men in the purification of gas ever since the manufacture of gas began; but as 
early as 1861 Homer T. Yaryan used that .same process in the manufacture of 
Canadian oil. 'The Standard's process is very different from that and far more 
successful. 

y. That enters largely into it, does it not?—A. Oh, yes; those appliances enter 
into it very largely. 

NO KNOWLEDGE OP RECENT RAILROAD DISCRIMINATIONS. 

<J. (By Mr. Jenks.) Statements have been made concerning the railroad dis¬ 
criminations in favor of the Standard Oil Company in the early days. Yon have 
yourself made some statements of the kind. Have you any knowledge of discrimi- 

^SeeMr.L .‘307: Mr.Pbillipw,Mr.Eiufry,])p,t»5(M)55,0t}2: Mr.Ar<‘hlx»lU.p.6Ji9. 
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nation in freight rates, say, within the last 15 years?—A. No; hut I have .some rec¬ 
ords here to show where railroad.s went into contracts with pipe lines to furnish 
them rebates of 10 cents a barrel on all oil shipped except shipments on a certain 
line. 

Q. Within what period?—-A. Oh, that was 110 years ago. 

Q. You have matters of record of that kind in general?—A. Yes. 

Q. Have you any instances different from those brought out before tho Congres¬ 
sional committee?—A. All I have is the averments of the Pennsylvania Transpor¬ 
tation Company in its litigation with the Oil Creek Railroad. 

Q. You have not anything in that line within the last 10 years?—A. No. 

Q. In your judgment, have there been any special discriminations made in favor 
of the Standard Oil Company or in favor of tho independent refiners, particularly 
within the last 10 years?—A. I am told there is not; I do not know anything 
about it. I am told there are no discriminations anywhere. 


THE STANDARD OIL (.'OMrANY AND THE NEWSl’APKUS. 

Q. You have heard the charge, of <;ourae, that tin; Standard Oil Company has 
at different times used its influence with the press to further its own interests, 
by having special articles put in as editorials, for (evamph;, that \v(;re pai<l for as 
advertisements and matter of that kind. Have you any knowledge on that sub¬ 
ject?—A. Yes; I have some knowledge of such a business arrangement with cer¬ 
tain newspapers in Pittsburg. 

Q. Can you give us some information?—A. Only concerning existing contr.acts 
for advertising their products. The Standard has at various times lieen viciously 
attacked by persons associated with the Proilucers' Association, and they have 
replied, and the replies have been paid tor while the attacks were received free. 

t^. By what papers?—A. By all of them. Not one of tlnuii will receive a line 
from the Standard Oil Company except at advertising rates. I do not know of a 
single paper in Pittsburg that will receive a line in contradiction of the most out¬ 
rageous and infamous lies. 

Q. You mean to say , if I understand you, that the Htandard instead of buying 
up the papers is pr.actically blackmailed?—A. 1 have not said so; no. 

Q. You did not intend to make any idiarge?—A. No; but I make this assertion: 
The Standard does not riiceive tho same courtesy from the press that other corpo¬ 
rations and individuals do. 

Q. With respect to your own paper—it is, perhaps, a fair (piestion—does tin; 
Standard receive the same courtesies that the other producers do, the other oil 
interests?—A. Exactly the same. I have rendered a bill to no man tor a courtesy 
since my connection willi it. 

Q. Both parties arc treated the same? -A. Both parties have been tre.ated .alike.' 

WITNESS nitOSF.CUTED EUR I.IliEL. 

y. Have you been attacked legally in your paper?—A. (Jli, yes. 

Q. Can you give us some account of that?—A. Some little account, I guess. 
[Witness produces bulky package of papers.] 

Q. You can, perhaps, state the Hub.stanct; of that and pnt in the exhilhts. 
[Laughter.] 

Mr. Smyth; No; let us have the whole thing. 

A. I have a great many records here, gentlemen. 

Q. (By Mr. Phillips.) Court records?—A. Yes; they are all court records. 

Q. (By Mr. Jenks.) Can you make a brief statement as to these legal proceed- 
ing.s?—A. If you ask me a particular question concerning any particular suit, at 
a given time, I can, but to go into tho general question- 

Q. How many suits have you liad for libel?—A. Oli.lialf a dozen, I suppose. 
All by the same persons and the .sam;; influences. 

Q. Who are those persons?-A. Well, tho officers and members of the Pro¬ 
ducers’ Protective Association. 

Q. What has Isam the result of those suits?—A, Conviction was obtained in 
two of them, in two others there was a confession of judgment, and in one other 
a failure to convict. Tho,se suits were all taken into a foriugn county where their 
own element was the strongest, whore prejudice was the greatest. 1 do not think 
anything more infamous was ever practiced on the press since the first n(;wspaper 
was published than the proceedings of tliese men who call themselves gentlemen 
in trying to muzzle the press by dragging it before liostile courts and juries. 
They did not pos 80 .S 8 the decency to give mo a trial at home in my own courts 
where I could stand up with my neighbors and be judged by them according to 
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my own nifii-its. Tlio vory ,in(lf>o in om^ in.stenr.e who attcmptwl conviction was 
a partner of at least two of the men who brouffht suits, and yet he had the hardi- 
Iux)d to sit there in judgment, just filled mth prejudice, poisoned with it. 

Q. (By Mr. Piiii.i.ire.j Will you 7iame that judge?—A. No, I do not care to 
name that judge. No. I will not name anybody in connection with these suits, 
e.vcept where it becomes necessary. 

Q. i'mi can perhaps give us a citation of the (iaaes?—A. I have not the citations 
here. Senator Lee. in his capacity as president or director or officer of one of these 
c.ompfiuies. sued nu' for some expres.sions in my newspaper. In that ca.se there wa.s 
a (s)ufession of judgment. A. I). Wood, an officer, treasurer of all these companies, 
sued me for expressions in the newspapers, and on the fiivst trial of that case l)efore 
a lioslile (s iiirt and befoiH^ a packed jury, I was convicted, but obtained a new trial 
on the judge's charge. U()Oii the second trial there was a failure to convict. 

sTA.xrMi{i) on. co.upA.N^' A hknekit to the country. 

tj. {By Mr. Smyth .) Arc we to understand from youi- testimony that you do not 
consider tlie existence of the Standaj'd Oil Company detrimental to the develop¬ 
ment of the oil inilustry in Pennsyh ania, Ohio and other States'?—A. It cei'tainly 
has not been: it ha.s been very beneficial to the industry as a whole; the organiza¬ 
tion (ffi'ected by the Standard" Oil Company could not be duplicated in the whole 
world. 

y. Do yon consider the e.xistence of the Standard Oil Company to be a marked 
benefit to the American ])eople'?~A. It has been a very great bejiefit in the devel- 
oiiment of .-m industry that I'cipiires organizing capacity and great mercantile 
ability. I give them no credit for manufacturing. Others manufacture just as 
cheaply and as well; but wlnu'c others tail is in their organizing ability and their 
mercantile c.apiicity. The Standard Oil Company are the greatest merchants on 
e.arth.' 

(^. Do you not consider the Standard Oil Company a trust?—A. Not now. 

Q. Why not now'?—A. The trust has been dissolved and the companies have 
gotten back i7ito thei7' origi7ial positions. The trust agreeme7it U7ider whitdi they 
oper.ated p7'ior to 1M93 has bee77 dia.Holved iind a 7iu7nber have retunred to their 
individ77al orga7]izatio7is a77d tire operated as separiite co7icer7is. 

Q. Is tl7e7-e any trust i77 exi.stet7ce 77(7W i77 kerosicne oil '?—A. The Pure Oil Tiaist 
is ii step i77 that directiot7. not wholly accotuplished, but thc77 it is hoped to be 
ilccounilishi'd. 

Q. That is the con7pa77y thiit you we7'e tidlring about befo7'e ?—A. Yes. 

T)IE STANDARD OIL COMRANA' HAS MANY COMI'ETlTOItS. 

Q. That is the otily organization iti opposition to the Sta7idiird Oil Company?— 
A. Oh. no; the7'e are .several. There are a gre.at matiy comiiatiies in opposition 
to the Standard Oil Com])any. but it is the only one that cojiies the Sta7idard's 
organ7zatio77 f7'07n begintiing to end, even to the tr77St. After the Statidard relin- 
()uishcd the last, the Producers’ Protective Associatioti picked it up where they 
left oft' atid are attempting to carry o7it, under various nom de plumes iind p7-etenses 
and ficfiotis of tlie law. j77st what the Standard did iti a public, ope7i way. 

Q. I (t7iderstood you to s.ay that the Standard Oil Oiiupany ccuitrolled alamt HO 
per ce7it (d' the output'?—A. Well, I should think that would be a vei-y liberal 
estitnate for the7n.' 

tj. The other SO percent is co77trolled by how many compatiies'?—A. I .shmtld 
fhitik .oO 07- (id. 

Q. Fifty or 00?—A, Yes. 

Q. I7idepe7ide77t and selling their products?—A. Yes. 

Cj. Both 77) this country a7id abroad'?—A. Yes. 

y. Have the,\ rivals i7i selli7ig their oil for exjxirt?—A. Well, the PureOil Com- 
pa7iy is .selli7ig i7i rivalry. 

Q. Any otliers'?—A. I arn not familiar with that branch of the b!7siness. 

WHY THE STANDARD IS SUPERIOR TO OTHER CONCERNS. 

Q. Yon think the great profits of the Standard Oil Company have come from 
its superior organization'?—A. That states the case precisely: from their great 
mercantile ability, their commercial ability. 

tj!. In other word.s, in putting their oil on the market they have hired the best 
bi'ain.s they could find?'—A. Yes; they have e.xpcrience of their own to start with, 
and they keep adding to their mental talent right along. 

:‘S»c Mr. }> fVm, 
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Q. (By Mr. PmLi.rrs.) Do you not think, if tho oil fields had boon opened to 
competitors without monopoly and without dis<;rimination. that talent e(pial to 
what is exhibited by the Standard now would have been developed? Do you not 
believe that the difficulty with the region was too mindi competition—overcom¬ 
petition?—A. Onnpetition, in fact, resulted in what the Standard has accom¬ 
plished; it was a weeding out, a survival of the fittest, that made the Standard. 
Darwin's theory of the .survival of the fittest was never bettor illustrated than in 
the organization of the Standard Oil Company; it represents the best clement in 
all branches of the trade. 

Since it was organized have they kept the best element or have they pro- 
s(;nb(;d men of equal ability by their methods? —A. Well, there are men in the oil 
business who have superior abilities to any men in the Standard Oil Company for 
certain purposes. There are men who can beat them in prodmdng; but your 
(piestion leads to but one answer. What they have don(! answers you. "What 
yon ask has been done by tho Standard Oil Company. If there were others who 
could do that, the oidy reply is others did not. It is a case of Columbus and the 
egg over again. Lots of people could sail the ociean and do now. but only Columbus 
sailed in 14i)3. 

Q, Now, do you want to inform this commission that 30 years ago the fittest 
got together ;ind that there would not have been competition eqmd in ability if it 
h;«l not been for the monopoly of pipe lines and rates?—A. Can you tell me why 
tin; others did not go i n together? That is the best answer to your (piestion; if you 
(;an tell me why they did not get togetlier I will answer your question. 

Q. Before tho free iiijie-line law was passed did they have an opportunity to get 
together'?—A. Exactly the same opportunity that the Standard had. 

Q. 1 mean after they got to the seaboard?—A. I am stating why they did not 
before that time when the region was in a state of chaos. Transportation was in 
a topsy-turvy condition, tin; Ktandard came in with throe millions of capital and 
organized one pipe line tliat did the busin(;ss of b'i or 20. That was all that was 
represented in tho transportation department at that time. 

Q. (By Mr. Smvtii. ) Was then; any risk—was it considered experimental in any 
sens;;?—A, It was con.sid(‘r«;d a very great risk. 

Q. Was the risk .such that other p(;ople did not go in?—A. That was the very 
reason why other people did not go in, the amount of money required, and the 
risk involv(;d. 

Q. The Htandard Oil Company has blazed the way there'?—A. They blazed the 
way; they laid energy .and courage and ability. 

y. (By Mr, Plill.l,ll>s.) Did they start the pipe-line system, which has be(;ome 
the mode of transpcjrting oil?—A. They ineiady developed it; otliers started it. 

Q. And when otlu;rs got thi;re they controlled the line to the seaboard and con¬ 
trol it now and limit its output?-A. Oh yes, they do it, but that is merely an 
incident in tin; business. It cuts no figure; it is a source of vexation even to its 
stockholders; they are not agreed in matters of jiolicy. 

TUB ST.-INDARI) .IS .1 PRODUCRR OF (JRUDR OIL,' ' 

C^. (By Mr. A. L. H,irrik. ) I wish to know what per cent of the 80 per cent 
winch the Standard Oil Company consumes in refining is produced by it.—A. 
Well, in Pennsylvania, I think 3.4 per cent is conceded to them. 

Q. Where do they get the other 7.4 per cent?—A By purchase from tho 
producers. 

Q. In the market from the producers?—A, In the m.arkot from the prwlucers. 

Q. Is the price satisfactory to tho producer.s?—A. It seems to be satisfactory, 
Ther(‘ is no complaint now on the (luostion of price; the price is higher now than 
it has bei.'ii for a ye<ar or two. 

Q. They are open competitors with others?—A. Oh yes, there are other buyers 
in the field. 

Q. (By Mr. Phit,i,ii>s.) What part of the Ohio field do they control; that is, the 
crude oil of Ohio?—A. What proportion? 

Q. What proportion, about, in Ohio?—A. Well, I should think it would be .50 
per cent, at le;ist. 

Q. They control therefore much more of the Ohio field than they (hi of the 
Pennsylvania and West 'Virginia fields'?-A. The Ohio oil does not come in com- 
p(;tition to a very great extent with West Virginia. 

Q. Yon stated a moment ago that tho original trust had been dissolved. Have 
they reorganized under the Now Jersey laws recently'?—A. I believe they are in 
process of reorganization; that is the opinion at the present time. 


' JSco Mr, Arclilxild, i>p '»<•<>, DtH. 
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Q. At tho presput; time wliere do they get their cori)orate powers?—A. From 
the individn.al cfimpanies. 

Q. Organized in different States?—A. Organized in different States for differ¬ 
ent purposes and witlx diffei’ent managers. 

PUICI5 OF CUODE Oil, NOT CONTKOELED BY THE STANDARD. 

Q. (By Mr. Smyth.) Yon do not agree, then, that the Standard Oil Company 
controls the price of crude petrolexun?—A. No. 

Q. Have they any means of controlling prices and forcing- producer.s to sell?— 
A. The only me.ans to force! the prodneers is by increasing their price. 

Q. Paying over what seems to lx; the market value?—A. Paying over what 
seems to be the market valiu! at the time. 

Q. Do you believe that has been done?—A. It has been done. 

Q. They buy crude oil in the open market?—A. Yes. 

Q. (By Mr. _Pnn,r,iPS.) Ts there a.ny pnrcha.ser of crude oil in tho Standard lines 
to-day excepting the! Standard thems(!]ves?—A. Well, I can not answer that ques¬ 
tion; I am not familiar with the Standard's business; I do not know from whom 
they buy or to whom th<!y sell. In a general way, I know they buy all oil offered 
to them, but I do not know to whom it is .sold. 

THE l>RO])irc'EKS (JF (.'KIJDK oil, ARE IMtOSPRROUS. 

Q. (By Mr. Smyth.) Is there any compl.iint from the producers of crude oil of 
lack of buyers?—A. No; none whatever. 

Q. Are tiiey making mom-y to-day?—A. Tho jiroducers are prosperous to-day. 

Q. Are they satisfied with the pvii!e they are getting'/—A. They are satisfied 
with the price so tar as we have ob.scrved. 

Q. Then the fact is the Standanl is the only buyer and you maintain they are 
paying a fair, legitimate pri(!e for the oil'/—A. I think they pay all it will bear, and 
that condition has e.xisted since 18!)."). as I have submitted the figures to show.' 

Q. Since the Standard Oil Company is the only buyer, what would become of 
the product if they did not buy'/—A. It would mean failure. 

Q. Insolvents by hundreds'/—A. On every hand. 

Q. Great want'/—A. Great want would undoubtedly result from it. 

THE STANDARD HAS MADE THE Oil, l.XDUSTRY WHAT IT IS. 

Q. You want this commission to understand that in your judgment the Stand¬ 
ard Oil Company has been a large factor in developing the oil business, and that 
without the Standard it could not have attained the present enormous propor¬ 
tions'/—A. I do not wish to be understood as saying anything different. But for 
the Standard Oil Company you would not have the oil business that exists to-day. 

Q. It would be on a smaller scale'/—A. On a smaller scale, with competition 
such as existed 80 years ago. 

Q. (By Mr. Phillips.) Was not that in its infancy? If ono railroad had con¬ 
trol of all the business they could bring disaster and ruin by stopping?—A. I do 
not know what you call infancy in a biisiini.ss 30 years old. 

Q. The pipe-line business did not come into existence for qiiite a number of 
years after the discovery of oil, as explained yesterday?—A. The pipe-lino busi- 
ne.ss cuts a very small figure in the general success of the Standard Oil Company; 
it is only one of the line.s upon which it has been successful. 

Q. Could it exist without the pipe-line system'/—A. Oh, no; but it is only ono 
of tho means of their success. Their great success is duo to their capacity to find 
markets. 

Q. Is not the transportation the principal factor in their great success?—A. I 
do not know that it is. I am not going to split hairs and express an opinion on 
that ground. The princi])al result is that to-day the business is greater than any 
other business in any other country. It is duo to tho organization of capital and 
the intellect and industrv of the persons who manage it. 

Q. (By Mr. Smyth), ^ou think brains come in there too?—A. Brains come in 
more than anything else. That is what I mean to say. Tho Standard Oil Com¬ 
pany was unknown when tho pipe lines were organized; they came as strangers 
into the business. 

) See pp. 4.')7-44rt. 
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Washington, 1). C., S, IX!)!). 

TESTIMONY Of B. A. MATHEWS, 

At a meeting of the Imiustrial Commission, held at its offices in the Bliss Build¬ 
ing, on September H, Vice-Chainnan Phillips presiding, Mr. B. A. Mathews 
aiipeared, at 4.3.5 p. ni., and, after being duly sworn, testified concerning the oil 
industry: 

Q. (By Mr. .Tbnkk.) Kindly state your name and address.—A. B. A. Mathews, 
Columbus, Ohio. 

Q. What business are you engaged in?—A. I have charge of the marketing of 
the products of the Standard Oil Comiiany in a portion of Ohio. 

Q. What is the official statement of your position?—A. I hear no official title. 

Q. General manager for the State of Ohio, you are ordinarily called?—A. 1 am 
what is generally understood as a manager, but bear no title. ' 

Q. How long have you been in the position you now hold?—A. I have been 
in Columbus about six years. 

Q. Have you been in your present position, managing the business, for that 
time?—A. I have been managing the busine.ss for central and southern Ohio for 
•six ye:ir.s. I have been engaged as managm- in other departments previous to that. 

Q. I understood you had some statement to make with I'eference to certain 
statements tliat Mr. Clark made regarding your actions with him and the busi- 
ne.ss. You may make that statement as you please. 

CONNECTION OF W. II. CLARK WITH THE STANDAltl) OIL COMPANY. 

The Witness. Mr. W. H. Clark, of Newark. Ohio, who has given testimony 
before this commission,' was hire<l. wdien a youth, to work at Marietta as oflico 
and warehouse boy, at a salary of $15 per month to learn the husine.ss. and as fast 
as lie became proficient in the work was promoted in salary and position, until he 
became loc.al agent at Newark, at a salary of $3.25 per day.' While at Newark he 
liecmnc .short in hi.s .accounts, was discovered and discharged, which is the only 
incentive that I c,an discover for the .series of untrue and malicious statements 
made by him before the commission. 

I have looked over Ids testimony carefully and desire to answer his statements 
seriatim. 

the “farmer story"—TESTIMONY OF WILLIAM Eli'tIGHT. 

His statements about competition and vari.ation in pric(>s :it Marietta are 
untrue.' His position of office and warehouse boy did not bring him in contact 
with the trade; he could not be informed: therefore would know nothing about 
methods of m,arketing oil or prices. Davis, the peddler referred to, has never been 
in the employ of the comiiany, and the “ farmer .story" has been refuted by Mr. 
Ebright. I have a certified transcript of his to.stimony, which I submit. 

Exhibit 1. 

Certified transcript of portions of teslimonij of WiUiata Ebright. seteetnl bg B. .-1. 

Mathews, taken in the ease of The Slate of Ohio, e.v ni. F. S. Monnelt, v. The 

Standard Oil Company. 

Q. Didn't you play the farmer there?—A. No, sir. 

Q. Didn't you have a barrel and a ivagon and play the farmer?—A. I had a 
barrel and got a wagon until I got my cans. 

Q. Didn’t you sell the oil as an independent dealer—as a farmer?—A. No, sir. 

(j. What were your instnietions about soiling oil? Where were you to sell?— 
A. I was to sell to everybody I could. 

(J. Were yon not to cut the prices'?—A. There was no cut in the prices; they 
were the same. 

Q. Was you not there to run out Curtiss, the colored man?—A. No, sir, 

Q. When you drove him to buying oil of the Standard Oil Company, then you 
left?—A. No, .sir; the wagon w,as still there—I sold out to another man. 

Q. That was after Curtiss went to buying from the Standard Oil Company’?— 
A. I don’t know this man. 


Soo p.JWl, 
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Q. You knew al'ttu- you j;<>t tliero who you was nmuiiig out?—A. 1 didn't see 
that I was luniiing out anybody. 

I herel)y <!ertify that the above is a true and correct copy of portions of the tes¬ 
timony of William Ebrigbt. sele(ded by B. A. Mathews, taken before me, the 
undersigned, in the case of The State of Ohio, ex rel. F. S. Monnett, v. The Stand¬ 
ard Oil Company. 

[SKAL.] L. R. Pi;(}n, Noiartj IHihlic. 


UNTRUE THAT EI«HT ORADES OF OIL ARE DRAWN FROM TWO TANKS—THE FACTS. 

His Statements that we market eight gi-ades of oil at eight different price.s from 
two storage tanks at Marietta, and that the manager (meaning me) gave him such 
instructions, are false.' Not being agent, no instructions would be given him 
concerning prices. The facts are, wo have three grades of oil at Marietta and 
eight names—Ohio State Test and Primo White are tw'o names for the same gi'ade 
of oil, both sold at the same price. Ohio State Test is a brand adopted by some 
of the trade when Ohio passed its inspection law, while others adliered to the pre¬ 
viously well-known trade name, I'rime White, thus creating two brands for the 
same oil. Water White, Red Star Water White, Silver Light, and Crystal, are 
four names for the same grade of oil, and are sold at the same iirice. Tliese 
four brands are trade names, having been established by custom in different 
localities to meet the reiiuiremcnts of the local demands. Eocene and Hype¬ 
rion arc not the same oil, but are two different grade.s of oil; Eocene being manu¬ 
factured in Cleveland and Hyiierion at Parkersbui’g, the Eocene being sold at 
one-half cent per gallon above the price of Hyperion and kejit in storage at 
Marietta, whili^ Hyperion is shipped direct to the trade from Parkersburg refinery. 
There are a few points near Marietta where it pays better on aceountof saving in 
freight to give the; buyer Eocene (a better oil) under the Hyperion brand, rather 
than make the shipment of Hyperion from Parkersburg at a lower cost for the oil. 
Water White was furnished to one of the jobbers at Marietta under the brand of 
“■ th'vstal Oil,” and sold to him at the Water White market, and was his trade-mark 
brand. 


UNTRUE THAT THE WITNESS ADUl.TKRATED TIUI'ENTIXE WITH liASOLI.NE. 

His Statement about mixing ga.solino with turpentine' is absolutely false and 
malicious. InstriKitions to all my people have been to give the purchaser what ho 
buys, both in (luality and (luantity. Tho officers of the (uunpany have always 
impre.s.sed me with the importance of this principle; further, a buyer can deter¬ 
mine adulteration of turpentine with gasoline instantly bvthe u.se of an ordinary 
hydrometer, which all druggists keep. The falsity of Clark's statement abi in t tho 
alleged “ trick ” I taught him is emphasized by the position In; held of wandiouse 
and office boy, the agent being the only one who received instructions. I have 
tile affidavit of W. A. Reed, bxial agent at Marietta at tho time Clark was there, 
which I submit, marked Exhibit 3. Mr. Reed is not in our employ at the present 
time. 

Exhhht 3. 

The State of Ohio, Washington County, ss: 

W. A. Reed, of lawful age, being duly sworn, upon his oath says; 

I was local agent for the Standard Oil Company of Ohio, at Marietta, during 
the entire time that W. H. Clark worked there. He was an office and warehouse 
boy, and not in a po.sition to know how the bu.siness was carried on. 

Referring to the testimony of Clark before the Industrial Commission, given in 
Wa.shington on June 8, 1899,1 would state that it is not true that Mr. Frank 
Davis was ever in the employment of tho Standard Oil Company. Davis wished 
to go into the oil-peddling business, and we sold him a wagon. Wo sold Davis 
his oil outright at the ruling market prices, and he sold it at retail in competition 
with other peddlers and retail grocers at Marietta, and at tho prices fixed by him¬ 
self, the Standard Oil Comiiany having nothing whatever to do with regulating 
his or the retail price. Davis continued this business until his death, when his 
father sold the wagon to a man named Twiggs, who soon after sold it to the Pro¬ 
ducers’ Refining Company, which ran tho wagon until it discontinued business. 
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Curtis was also a i>e<l(lIor, buying and selling oil in the same way at Marietta. 
It is not true that he imrehased liis supplies from the Argand Refining Conipany. 
Ho bought liis supplies from the Pi'oducers’ and the Rice companies until those 
companies shut down, after which time he purchased his oil from the Standard 
Oil Company. 

It is not true that we played the fanner or any other racket with Mr. Ebright. 
Ebright was another peddler, who bought and p.aid mo for his oil supplies the 
same as any other peddler, and sold the oil thus purchased at retail in Marietta. 

I had nothing whatever to do with retail inices of oil in Marietta, which were 
regtilated entirely by the competition between the peddlers and the retail grocers 
of that city. 

The statement i.s absolutely false that we sold oil from the same tank at differ¬ 
ent inicca, representing it to be of different grades, or that we mixed gasoline 
with turpentine, or practiced any <leception of any kind whatever -with regard to 
the quality of our products in selling the same. 

W. A. Rkki). 

Subscribed and sworn to by said W. A. Reed before me. thisHlst day of August, 
18««. 

[SEAL. ! ■ Frank Paniiokst, 

Notary pHhlir, tVasliiiajfou County^ Oiiio. 


STATEMENTS AS TO OEUKRTION OK CUSTOMERS. 

His statements about instruction.s given (ieorge Blazer, and ciiu.se of his leav¬ 
ing Siiringtield.' are malicious falsehoods, I have the affidavit of Mr. Foley and 
Mr. Fontz. whicli I submit, marked Exhibits 3 and 4. Mr. Foley was the local 
agent at the time Mr. Clark was there, and he is still the local agent at Springfield. 

Exhibit 3. 

The Statu ok Onto, Clark Comity, .s-.v. 

C. W. Foley, of lawful age, being duly sworn, upon his oath says: 

I am loiail agent of the Standard Oil Comtiany at Springfield, Ohio, and was 
while W, H. Clark was employed there. It is not true that I ever had any con¬ 
versation with Mr. Cragin, who is now dead, or anyone else with reference to 
informing Blazer or any other person about drawing different grade.s of oil from 
the same tank and charging different prices for it. it is not true that we ever 
.sold any oil at tliis station in that manner. All our grades of oil were sold for 
precisely wliat thi'y were, and no deceiition of .any kind was practiced upon our 
customers as to the quality or price of the oil furnished them. It is not true that 
Blazer quit the employment of the laimpaiiy because he was required by that 
employment to deceive customers as to the quality or iirice of the oil sold. The 
only reason given by Mr. Blazer when he quit, was that the work was too hard 
for him. 

C. W. Foi.ey. 

Subscribed and sworn to by said C. W. Foley befor.! me, this 3!)th <lay of 
August, 18!t!>. 

[SEAL.] W. R. Homer. 

Notary I'nhtir.. Clark County. Ohio. 


Exhibit 4. 


The State oe Ohio. Washington County, ss. 

R. A. Fonts, of lawful, being duly sworn, upon hi.s oath says: 

I reside in Marietta, Ohio, and went to Springfield and had an interview with 
G-eorgo Blazer. Ho stated that he resided at Springfield, Ohio, and worked for a 
short time for the Standard Oil Company while W. H. Clark w.as there. He stated 
that he never said to Mr. Clark or anyone else that if he could not work for .an 
honest company he would ipiit, and for that reason must leave the Standard Oil 
Company's employmmit: or that he was leaving or had loft the Standard Oil Com¬ 
pany's employment because ho could not conscientiously draw different grades of 
oil from the same tank. He also stated he left the employment of the Standard 


' a.... 
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Oil Company because he did not like the tank-wagon work, and for no other rea¬ 
son. He made the above statement to me. but declined to make affidavit. 

E. A. Fours. 

Subscribed and sworn to before me this 4th day of September, 1899. 

[seal.] 0, C. Middleswabt. 

Notary Public,, Washington County, Ohio. 

His statement that we drew four different grades of oil out of the same tank, 
and charged four different ijrices,' is absolutely false. Mr. Clark, as well as all 
other tank-wagon drivere, was not allowed to discriminate between one Imyer 
and another, but was to charge all customers the same iwice for the same grade 
of oil. The proof of this; In making his returns at nijfht to the cashier his total 
sales had to bo accounted for on the basis of the ruling market. Therefore he 
could not cut the pricie to any buyer without paying it out of his own pocket, and 
it goes without saying tliat no retailer would pay more than the market. I have 
the affidavits of Mr. Toland and Mr. McMahon, tioth tank-wagon drivers at the 
time Clark was at Springfield, the only two nujii who were doing the same kind 
of work that Clark did at Springfield, showing their method of conducting the 
business, which I submit, marked Exhibits 5 and 0. 

Exhibit 5. 

The State of Ohio, Laivrence County, .ss. 

W. W. McMahon, of lawful age, being duly sworn, upon his oath says: 

I worked for the Standard Oil Company as tank-wagon driver at Springfield 
during the time that W. H. Clark worked there as tank-wagon driver. 

I never had aiw instructions from Mr. B. A, Mathews, manager, C. W. Foley, 
local agent, Mr. Cragin, or anyone else connected with the Standard Oil Company, 
to deceive any customers by turning the faucet in different directions to draw dif¬ 
ferent grades of oil out of the .same tank. 

All or our grades of nil were sold for precisely what they were, and no deception 
of any kind was practiciid upon our customers as to (piality or price of oil fur¬ 
nished them, and all customers paid me the same price for the same grade of oil. 

W. W. McMahon. 

Subscribed and sworn to by said W. W. McMahon before me. this 3Ist day of 
Augmst, 1899. 

[SEAL.] W. D. Henry, Notary Public. 

Exhibit 6. 

The State of Ohio, Clark County, .s.s. 

C. M. Toland. of lawful age. being duly sworn, upon his o.ath says: 

I am now and was in the employ of the Standard Oil Company as tank-wagon 
driver at the time W. H. Clark worked as tank-wagon driver for the Standard 
Oil Company at Springfield, Ohio. 

In accordance with instructions received from B. A. Mathews, manager, my 
prices have always been uniform, selling one grade of oil at the .same price to all 
dealers, and I have never deceived my customers by turning the faucet in differ¬ 
ent ways in order to draw different grades of oil from the same tank. 

C. M. Toi.ani). 

Subscribed and sworn to by said C. M. Toland before me, this 39th day of 
Augu-st, 1899. 

[SEAL.] Geo. S. Dial, Clark County. Ohio. 

REBATES—hours OF LABOR. 

His statement with reference to rebates’ at Springfield i.s untrue. We did not 
allow Mr. Clark, while at Springfield, to make rebates. 

His statement concerning hours of labor “ is misleading and untnie. Our tank- 
wagon work is planned with the view of a day’s work constituting ten hours. In 
making drives to country towns, from 8 to 14 miles, it is understood that when a 
driver returns his day’s work is completed. 

QUALITY NOT DETERMINED BY FIRE TEST. 

His statements about fire test governing the (piality of oils * are not true. One 
hundred and twenty degrees of fire test, by Ohio law, ib the ecpiivalent of 1!)0° 


• Compare pp. 331, '132. 


See p. 333. 


9Soopp. 333.348.34a 


V8ee p. 333. 
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by the Tagliabiio open cup. Concerning our three, grade.i, thei e is no difference 
in the fire teat of the aame. His statement that there i.s 10" difference is fal.se. 
They are all 1.50 ' fire test by the Tagliabiio open cnp, or 120' fire test by the Ohio 
State test Foster cnp, which is the State List required by Ohio. 

The fire tost of oil required by Ohio statutes doe.s not represent (piality, but 
simply safety. Oil may be exactly the same fire test, but different in illuminating 
power.' The quality of an oil is distinguished by its illuminating c]uality. 

His statement that ho was promoteil to the iiosition of cashier at Columbus 
and had charge of the work around warehouse is false and absurd, for the reason 
that his position was simply shipping clerk, under a superintendent, who had 
entire charge of everything around the works.'' 


BOIIjEl) LINSRF.I) Oil, NOT AOULTKR.VTKl), 

His statement concerning boiled linseed oil' is false and malicious. The dryer 
used in boiling was a pure linseed oil dryer, which cost Id cents per gallon more 
than linseed oil, and increased the cost, instead of d(s;rca.sing it. and improved the 
quality, instead of adulterating it, as testified by Clark. 

MINER’S oil.; ITS COMPOSITION— MjnRIC.VriNO OIL, 

His statement that miner's oil is made by compounding cotton-seed oil with 40 
per cent petroleum “ is false and malicious, because the Ohio law prohiliits such a 
large percentage of petroleum being used. Tin; law is rigidly enforced on gi'avity 
and smoke qualifications, whiidi would absolutely prevent more than 14 per cent 
of petroleum. Miner's oil is known to tlic Ohio State officials to be cotton-seed 
oil compoumled with ]ietroleum. The price of miner's oil is regulated by the 
price of cotton-seed oil, and runs about 2 i;ents per gallon below. It was malicious 
for Clark to state that a dealer would pay ;!4 cents for miner'.s oil, when the dealer 
could buy cotton-seed oil for 24 cents. 

His statement that lubricating oil is received in blank heads at Columbus and 
shipiied out to meet the reipiirements of the tradi; without regard to contents'-' is 
untrue and absurd, bec<ause if the barrels came unbranded it would be inqiossible 
for the warehouseman to tell the contents, and an order for <;ylinder oil might bo 
filled with a barrel of sewing-machine oil, or vice versa, if Clark's statement were 
true. I have the affidavit of Adam Paulus, referred to by Clark as '■ mixer,’’ 
which I submit. (See Exhibit 7.) 


Exhibit 7. 


The State of Ohio, FntnJdin Count!/. •<*>'•■ 

Adam Paulus, of lawful age, being duly sworn, upon his oath says: 

I am in the employment of the Standard Oil Company of Ohio, and am the per¬ 
son referred to in the testimony of 'W. 11. Clark before'the Industrial Commission 
at Washington. While Mr. Clark was employed at Columbus I did the mi.xing of 
linseed and cotton-seed oils. 

It is not true that our lubricating oils came from Cleveland in blank heads, but 
all ban-els were branded to de.signate the contents of the jiackage. In pri'paring 
boiled limsced oil it is not true that we used a cheap .iapan dryer, but we did use 
a pure linseed 'il dryer, which improved the quality of the linseed oil. Heated 
the oil to 22.5' instead of 125°, as stated by him. 

In compounding miners’ oil it is not true that we used !! barrels of cotton-seed 
oil to 2 barrels of miners’ stock, being a per-centage of 40 per cent of the latter. 
We only used 1 bai-rel of miners’ stock to (1 barrels of cotton-seed, or about 14 per 
cent. 

It is not true that Mr. Clark had charge of the stock from which these com¬ 
pounds were made, or that I had to go to him to get it. The warehouse and 
st(K;k were in charge of a superintendent, from whom I received all my instruc¬ 
tions. The stock I got out myself, as directed by the superintendent. 

Ap.im Paulus. 


Subscribed and sworn to by said Adam Paulus liefore me this 29th day of 
August, 1899. 

[SEAL.] W. A. Marsh, 

Notary Public, Franklin County, Ohio. 


'See Mr. Emery, p. 696. ''See p. Jttt. "Seep. 1134. 
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CUT PRICKS AND REBATKS. 

In reference to his statement oonceming out prices and rebates at Colnmbns,' 
as ho was only a shipping clerk (and absolutely without knowledge regarding 
marketing matters), his statements are purely malicious. On the general ipies- 
tion of competition we always seek to protect our trade, and when any competitor 
makes a cut price for the purpose of taking our business away from us (quality 
considered) we do not hesitate to meet it. 


PAM.Y DKLIVERIKK KKOM TANK WAOONS. 

The statement that Mr. Oradwohl took in as high as $300 a day with his tank 
wagon * is untrue. 

The largest delivery niadi^ by any tank wagon is about $100 per day, and would 
not average over $.50 per day. To ileliver d.OOO gallons, or $200 worth, a day 
would average one 5-gallon bucket every minute, ten hours per day, which would 
bo a physical impossibility. I have Mr. (Iradwohl’s affidavit, which I submit. 
(See Exhibit S.) 

Exhibit 8. 


The State of Ohio, frunklin ('oituh/. xx: 


Mose.s K. Gradwolil, of lawful age, being duly sworn, upon his oath says: I am 
a tank-wagon driver in the employ of the Standard Oil Company at Columbus, 
Ohio, and was there at the time Mr. Clark was .shipping clerk, and am the •* Mose 
Oradwohl” referred to in his testimony before the Industrial Commi.ssion at 
Washington. It is not true that 1 ever took in ,$2(X) a day from my wagon. The 
largest day's delivery I ever made wa.s about $100, and my average daily deliverie.s 


about $.50. 


Moses K. Oraiiwohi.. 


Subscribed and swoi’u to by said Moses K. Oradwohl before me this 00th day 
of August, 1809. 

[SEAL.] Charles S. M. Thrumm, 

Koiiirij Public, FranlcUu Coniily, Ohio. 


statements .vs to arra.n’ukmknt with competitors at COLUMBUS, competitive 
BR.ANDS. AND PRU’KK OF EMPTY BARUEIjS. 

His statement with reference to having an arrangement with competitors to 
advance markets at Columbu.s'' is false. Strong I'ompetition still (‘xists, whiidi in 
it.self contradicts his statement. He had no knowledge on the subjeid, being 
only shipping clerk at the works, located a mile and a lialf away. Therefore 
he would know nothing of what was going on in the office. 

His statement naming competitive brands of oil at Columbus is untrue,' their 
brands being Ohio State Test, Prime White, People's Headlight, Suncene. Water 
White, and Diamond Light—not Penoline. Safety Light, and Electric Light, as 
stated by him. Ohio State Test, Prime White, ami People's Headlight cover one 
grade of oil; Suncene and Water White another: Diamond Light a third, showing 
clearly their trade requirements. 

His statements concerning the hiring of a boy to watch tank cars and being 
paid l>y him ' are false. 

His statement that we took empty barrels at an exorbitant price in order to 
hold trade on oil' is false. He had nothing to do with the purchasing or hapdling 
of empty barrels, and had no knowledge whatever about empty-barrel prices. 
Our price at Columbus is strictly uniform on empty barrels to all customers. 

His statement that he was manager at Urhana^ is untrue. His position was 
simply local agent, three-quarters of his time being occupied in driving a tank 
wagon. He did not have full charge of all the business as .stated. 

THE CASE OF WILLIAM HEL.(IICK. 

His statement about William Helmick at IJrbana is untrue.'' Mr. Helmick 
bought only one carload of competitive oil, and after he had sold about half the 
car he became satisfied that he would lose money on account of leakage and poor 
quality. We helped him out by purchasing the other half of the car, and he dis- 


' S(«3 lip. iw'i. ' See pp. m. m 

Seo p. -tix * j) 
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continued jobliing oil, but remained in the oil business as a peddler for aboul, two 
years thereafter. We did not at any time drop the price while he was in business. 
On the contrary, what little oil Helmick marketed was sold by him at a cut price. 
No tbrcsats were made by Mr. Hollingsworth or Mr. Welsh as .stated by Clark. 1 
have their affidavits, which I submit, and also the affidavit of W. H. Hurley. 

ExiiiniT !>. 

Tiik S'r.vrr. or Iowa, hmisa Cniintt/, .w: 

11. (■’. Hollingsworth, of lawful age, being duly sworn, upon bis oath, says: 

I am i 1 the employ of the Standard Oil Com]iany, at Oolnmlms, .and have been 
tor .s<'veral years. It is not true, as stated by W. H. (.'lark in his testimony before 
the Inilustrial (Vimmis.sion at Washington, that 1 ever made any threats of any 
kind to William rlelmiek, either alone or in company with Mr. Welsh and Mr. 
Clark, or either of them. 

II. S. Hoij.i.nusworth. 

Sulxscribeil and sworn h) by .said II. S. Ilollingswoith befon: me. this JlOtli dav of 
August, IHilil. 

(SBAL. I W. H. Hutu, ICY. .Vobov/i'H.WiC. 


Exiiinrr 10. 

Tmc S’l'ATic or Ohio. C/ioiaymn/a (Joiinii/, sn.: 

William Welsh, of lawful age, being duly sworn, upon his oath says: 
am agent of the Standard Oil Com])any of Ohio at lirbaiia, and am the pc'r- 
son referred to in the testimony of W. H. Clark before the Industrial Commis¬ 
sion as a cooper man from Springfield, Ohio, where I did formerly work for the 
('ompany in the cooper sliop. 

It is not true that I ever made any threats of any kind to William Hidmick. of 
Urt)a,na, Ohio, eitheralone or in company with Mr. Hollingsworth, or Mr. Clark, 
or eithm-of them, but the statement of Mr. Clark in that respect is absolutely 
false. 

Wii.i.iA.ii WEi,sn. 

Subscribeil and sworn to bv .said William Wel.sli tiefore me, this aSth dav of 
August, l.silil. 

Lhb.al. I W. M. Rock. 

Sotftnj Pnhlic. t 'lHtriijKtitju Coiinti/. OhnK 

EXHimT II. 

Statk of Iowa, hiiii.vi f'o»«///, .ss .■ 

I, W. H. Hurley, a resident of Wapello, Louisa County, Iowa, on oath .state 
that I am a notary public in and for Louisa County. Iowa! and at the instance of 
H. S. Hollingsworth did reipu'st. one William Helmick to make a deposition in 
regard to his relations and transactions with the Standard Oil Company of Ohio, 
at IJrbaua, Ohio. He was shown a copy of the testimony given by w! H. Clark 
before the industrial Coniniis.sion at Washington, D. C. He declared that tlie 
testimony, as .shown him.in n.derence to himself was false and untrue.and partic¬ 
ularly referred to the causes as therein set forth in regard to his going to the poor- 
house, and that it was not brought about, through any a,gem:y cd' the Standard Oil 
(tomnany, but declined to make affidavit as to saiit falsity until he liad couruuni- 
cateu with the above referred to W. H. Clark, I stati' further that he made the 
above statement in the presence of myself and H. S. Hollingsworth. 

The copy of testimony referred to as having been shown to tlie said William 
Helmick is hereto attached and marked "Exhibit A." 

W. H. Huri.f.y. 

•Subscribed in my pre.sence amt sworn to before me by W. H. Hurley this 1st 
day of Seiitember, A. D. 181)1). 

[«K-fb-l .1. Don. Dakrow, 

Xotdi'i/ I'lililic for Lijiiim Couitti/. 

I Here follows a copy of the jiart of Mr. Clark's testimony in question.] 
Statf, of Iowa, Uiiiha County.rs: 

I, 11. S. Hollingswoi'th, first being duly sworn on oath, state that the above is a 
true copy in part of the stenographer's report of the testimony of W. H. Clark 

83a-32 
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before the Industrial Coniiiiission at Washington, D. C., and is the copy that was 
shown Wm. Helmi(;k wlufii he wa.s requested to make a dejKwition as to truth or 
falsity of the .statements therein contaimul. 

H. S. Houjnoswokth. 

Subscribed in my pi’eseuce and sworn to before me by H. S. Holling.sworth 
this 1st day of September, A. D. 1899. 

|SKAL. I W. H. Hurlky Notary Public. 


Exhibjt 19. 

TilP. State of Ohio. Pruuklin. ('(>iinly..is: 

H. S. Hollingsworth, of lawful age, being duly sworn, upon his oath says: I 
reside at Columbus, Franklin County, Ohio. I have read the testimony of W. H. 
Clark before the Industrial Comnns.sion at Washington, D. 0., in which he states 
that Wm. Helmick, formerly of Urbana. Ohio, has been unable to earn a liveli¬ 
hood in conseipience of having been driven out of the wholesale oil business at 
Urbana. Ohio, about four years prior to the present time. Deixment further 
saith that .said Wm. Helmick. after quitting the wholesale oil business, continued 
in the retail oil Imsiness for a period of about two years, to the best of his knowl¬ 
edge and belief, and boughi his supplies from the station of the Standard Oil Com¬ 
pany, at Urbana, Ohio. Suliseipiently. said Wm. Helmick retired from the retail 
oil business, and removed ro Louisa County, Iowa, where, on or about August HI, 
1899, I found him employi'd in the canning factory of Ba.xter Bros.,at Wapello, 
Iowa, at his trade, that of a tinsmith, working at hard labor from ten to eighteen 
hours i«'r day, I was informed by said Wm. Helmick and by Mr. Colby, the super¬ 
intendent of" the. factory, that he', .said Wm. Helmick, had first been employed in 
his present capacity in 1898. 

Further <leponent saith not. H. S. Hoi.i.inoswobtu. 

Subscribed and sworn to by .said 11. S. Hollingsworth before me this 4th day of 
September. 1899. 

[SK.AI.. I H. N. Standart. i\otiif!i Pthtic. 

Helmick s so-called warehouse that Clark refers to was simpljf a temporary shed 
made of refuse. <dil car lumber. It had no value except tor kindling wood, and 
Hidmick afteiuvarils used it for that purjiose. I hax’e Mr. Thomas Pow'ers's affida¬ 
vit, which 1 submit. (Exhibit 14.) 

E.yihiut l.'i. 


The State oe Ofmo, I’liauijHiiiiii i'onuty. 

Personally aiqieared before me, a notary public in and for said county, Thomas 
Powers, of lawful age. who, b(-ing duly sworn, ileposesand says that he is a resi¬ 
dent of Urbana, Champaign County, (ihio. and has been engaged in the business 
of clraying tor the past seventeen years: that he was acquainted with William 
Helmick, of Urbana, Chio: that about three years ago he hauled a part carload 
i;f oil to a shed belonging to said Helmick. .situated in the north part of the city 
of Urbana, near the city limits. The .said shed Was built of refuse lumber and 
material, and in his opinion said shell was not worth more than ten dollars. 

Tiios. Powers. 


Subscribed and sworn to bv said Thomas flowers before mo this 28i,h day of 
August. 1899. 

[KEAi,.] W. M. Eoce, 

Notary I’liblir.. Cluimpaiyn County, Ohio. 


Mr. Helmick did not lo.se any money during the few days he was trying to 
wholesale oil. therefori' it is absurd and malicious for Clark to state that any 
•action of ours drove Helmick to the iioorhouse. The lo.ss of his money was due 
to an entirely different cause. I have the affidavit of N. P. Cone, which I submit. 
(Exhibit 14.) 

EximuT 14. 


The State op Ohio, Chotiipahju County, .s.s-; 

N. P. Cone, of lawful age, being duly sworn, upon his oath says:' I am a town¬ 
ship trustee of Urbana Township, Champaign County, Ohio, and have been for 
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eight, years. I am acqnainted with William Helmiok, foniierly of Urbana, Cham¬ 
paign County, Ohio, and have been for twenty-five years past. I knew of his 
domestic troubles, having been informed of them by him.self, and have frequently 
heard him complain of the extravagance of hi.s family. On March 2(1, 1S!)8,1 
signed an order committing said William Helmick to the county infirmary of 
Champaign County. Ohio, upon the report of several reputable citizen.s of Urbana. 
Ohio, of his destitute condition. The affiant further makes oath and says that he 
believes the cause of destitution of said William Helmick to have been the extrava¬ 
gance of hi.s family and other domestic troubles as complained of by him, and due 
to no other cause. 

N. P. Cone. 

Subscribed and sworn to before me by the .said N. P. Cone this 29th day of 
August, I®)!). 

[SEAL.] W. M. Rock, 

Notary PnhUr. Vliaiiqiaiyn County, Ohio. 


AMOUNT OF on, SOLO AT UliBANA AND AT NKWABK. 

His statement that the business at Urbana ran about 40,01)0 to .50,000 gallons per 
month' is false, the average being only about one-half. 

His statement that he held the position of manager at Newark' is false. His 
position was that of local agent, same as at Urbana, three-fourths of his time 
being occupied in driving tank wagon and dray. 

His statement that the average monthly output at Nev/ark was 80,000 gallons' 
is not true, the correct figures being less than onc-half that amount. 


AS TO SRl.LINO IIASOLINE A.Nl) OIL AT DIFFERENT PRICES TO UIFPERENT 
CUSTOMERS. 

With reference to variation in prices at Newark on stove gasoline.' the same 
situation was true elseevhere on account of the marked advance in price of gaso¬ 
line. Many dealers at th(^ time of the advance were undiu- contract tor a period 
of time; conse(|uently the advance only applied to those who were not under con- 
tnwd. but as contracts e.vpired the advance in price was charged to them as well 
as others. 

.Answering the general statements made by Clark relative to selling refined oil 
at cut prices at Newark,' alldisilers were tricited alike. His statement that at 
N(>wark we charged Mr. Rankin )i (amts for oil and Hhowman Brothers 7i cents 
is fakse. The facts are SImwman Brothers bought their oil in bulk from the tank 
wagon, Avhile C. C. Rankin bought oil in barrels and paid 1J cents per gallon more 
than Showman Brothers paid for the same oil; hut we allowed Rankin 7,5 cents 
when he returned the empty barrel, the equivalent of It cents jier gallon, which 
made th(; net cost to l)oth dealers tin; .same. 

His .statement that Hagmeier, a dealer at Newark, was rebated 1 cent per gal¬ 
lon on gasoline and 2 cents on oil' is false. Clark was given special pennis.sion to 
pay a rebate which was one-half (;ent per gallon on both oil and gasoline, under a 
contract. Mr. Clark paid the one-half cent himself, and then testified hiu'e that 
he paid 1 and 2 cents. He also presented a letter from (leorgo J. Hagmeier stating 
that he had received rebates, and I have an affidavit from Mr. Hagmeier showing 
how that letter was procured. (See Exhibit 15.) 

Exhibit 1.5. 


State of Ohio, Licking County: 

Before ine, a notary public in and for said county, personally appeared George 
J. Hagmeier, who is well known to me, and being first duly sworn, deposes and 
says, that he has read the testimony of William H. Clark, given before the Indus¬ 
trial Commission at Washington. I). C,, Avherein said Clark read a certain note 
purporting to lie signed by him. That on or about the ISth day of 
, “''y,' Clark came to him with a certain note or .statement, Avhich 

said Clark had previously prepared, and which said Clark requested affiant to 


Seo p. :£«. 
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sign. That, to tho best of this affiant's rocolh^ction, said noto or stateniont wa.s in 
the following language an<l figures, to-wit: 

“Feb. 18th, 18!)8.—Mr. Clark, Ag't Standard Oil Co., has paid me a great many 
rebates on goods which were receipted for when given." 

Siiid Clark thereupon said to this affiant, and assigned as his reason for rocpiest- 
ing affiant's signature thereto, that he, siiid Clark, was short in his accounts with 
said Standard Oil Comi)any, and that said shortage had been occa.sioned, in fact, 
by the payment of the rebates in said statement mentioiKHl to this affiant, and 
tliat he desired to use said statimientin accounting to said company for said 
•shortage in his accounts. Tliat said Clark assigned no other reason for desiring 
affiant's signature to said statement, and thereupon, and in order to assist said 
Clark in straightening his accounts with said company, affiant signed said state¬ 
ment as pri'sented to him by said Clark, and in substance as above set forth. A nd 
further affiant saith not. 

Old I, .T. 1Ia( (MMF.lt, 

Sworn to before me and signed in my presence by Oeorge .T. Hagmeier this ild 
day of Seiitemher, A. D. 1801). 

■Walter A. Irvine, 

[seal.] Xoiari/ 1‘nMif hi. inid for Lickhig (,'umiiy, Ohio. 

I have another affidavit from Mr. Hagmeier regarding rebates, which 1 sub 
mit, (See Exhibit 10.) 


Exuinrr 10. 

State ok Ohio. Licking County. .s.s-; 

George J. Hagmeier, of lawful age, being duly sworn, upon his oath .says: 

1 am a merchant opi'rating the Pittsburg grocery stores, at different points. 
At the Newark branch I have had numerous business dealings with the Slandard 
Oil Company through itsformi'i- local agent, W. H. Clark. Under contract fora 
large (piantity (my entire consumption for a certain period), I have received a 
rebate of j ceiit per gallon on laith oil and gasoline. It is not true that I ever 
received a rebate of 1 cent per gallon on gasoline and 3 cents ])(>r gallon on oil. I 
never received more than the 1 cent per gallon as jier contract as aforesaid. 

Geo. .1. Haumrikr. 

Subscribed and sworn to by said Geo. .1. liagmeier before me. this HOtb day of 
August, 1899. 

[SBAL.l David M. Keller, Notnrii PuhUc. 

NO FRAUDS OR TRICKS IN LAMP TESTS. 

His .statement that wo u.sed a trick in making lamp tost is untrue.' Competitors 
marketed an oil from Ohio crude, which was full of .sulphur, at a reduced price; 
and as the dealera mixed this high-sulphur oil with our oil in their storage tank, 
and as the consumers were complaining about the (piality, wo were compelled to 
ask the dealers to keep our oil separate, that they might know whoso oil wa.8 pro¬ 
ducing the trouble when their customers complained. It seemed impracticable 
in some ca.ses for the dealers to have two storage tanks, so we were comiielled, at 
a very large expense, to put on canvassers to visit the cousiimer.s and prove to 
them, by actual demonstration, that the standard ipiality of our oil had not been 
changed. Similar tests were made with the retail storekeepers, and it is the 
height of folly for any man to say that the people could be humbugged by the 
turning up of one flame higher than the other. That you gentlemen may fully 
undcLstand the falsity of the statement made by Clark in relation to the drawing of 
several grades of oil from one tank by a *• twist of the wrist,” I wish to say that 
we have a tank wagon at Newark with three compartments, showing conclusively 
that we carry three grades of goods. 

Ho states that D. J. Hull, H. S. Hollingsworth, E. G. Mathews, W. W. Hughes, 
and W. A. Reed, all employees of the Standard Oil Company, had knowledge of 
frauds as testified to by him in making lamp tests.' Mr. W. A. Reed is not in our 
employ and was not at the time Mr. Clark testified. I submit the affidavits of all 
these gentlemen to prove the falsity of Clark’s statements. 


' Sen p. JMO. 


S<5o p. ;M7. 
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EXIIIHIT 17. 


Thk Statk op Ohio, dhanqxtiyn Couniy, «n: 

D. J. Hull, of lawful afto, beiiiK duly swoni, upon his oath says: I am in the 
employmout of the Standard Oil Company of Onio. and have lioen for several 
years. I have read the statement of the te.stimony of W. H. Clark before the 
Industrial Commission at Washington with reference to testing Ohio and Penn¬ 
sylvania oils, and giving my name as one who could corrohorate his statements. 
I desire to say that his statements as to the method of these tests are ahsolutely 
false. I never heard of any instructions or any practice of the character stated 
hy him. When these comparative tests are made, lamps of the same size, hum- 
ers of the .same kind, wicks of the same make, and chimneys of the .same make 
are always used, and at the beginning of the test the height of the flame in each 
lamp is precisely the same. I never knew of any deception being used in these 


Subscribed and sworn to by said D. ,T. Hull before me, this 28th day of Angu.st, 
18!)9. 

'[seal.] W. F. Rin( 1 . L\iitary 


E.xhiiut 18. 

The State oe Ohio, FraiikKii Coinitij, .vs; 

IT. S. Holling.sworth, of lawful age, being duly sworn, upon his oath says: I 
am in the employment of the Standard Oil Company of Ohio, and have been for 
several years. I have read a statementof the testimony of W. H. Clark before the 
Industrial Commission at Washington with reference to testing Ohio and Penn- 
sylvani;! oils, and giving my name as one who could corroborate his statements, 
l' desire to say that his statements as to the method of these tests are ab.solutely 
false. I never heard of any instructions or any practice of the character stated by 
liim. When these comparative te.sts are made, lamps of the same size, burners of 
the .s:uue kind, wicks of the same make, and chimneys of the same make are 
always used, and at the beginning of the test tlie height of the flame in each lamp 
is iirecisely the s:rme. I never knew of any deception being used in these tests. 

H. S. IIOLLINOSWOKTH. 

Subscribed and sworn to by said H. S. Hollingsworth heforo me, this 28th day 
of August, 1891). 

[seal. I Ernest T. Hare. 

Xdliiry I’liblic, Fmnldin County, Ohio. 

E.xuimT It). 

The State oe Ohio, Franklin Crmniy,xx: 

E. G. Mathews, of lawful age, being duly sworn, uimn his oath says: I am in 
the employment of the Standard Oil Company of Oliio, and have been for several 
years. I have read a statement of the testimony of W. H. Clark before the 
Indu.strial Commission at Washington with reference to testing Ohio and Penn¬ 
sylvania oils, aud giving my name as one who could corroborate his .statements. 
I desire to say that his statements as to the method of these tests are absolutely 
false. I never heard of any instructions or any practice of the character stated 
by him. When these comparative tests are made, lamps of the same size, burners 
of the same kind, wicks of the same make, and chimneys of the same make are 
always used, .and at the beginning of the test the height of the flame in each lamp 
is precisely the same. I never knew of any deception being used in these tests. 

E. G. Mathews. 

Subscribed and sworn to hy said E. G. Mathews before me, this 28th day of 
August, 1899. 

I seal.] Ernest T. Hark, 

Notary Pnhilr, FraukUn County, Ohio. 

Exhibit 2(1. 

The State of Ohio, lAcUng County, s.x: 

W. W. Hughes of lawful age. being duly sworn, upon his oath says: I am in 
the employment of the Standard Oil Company of Oliio, and have been for several 
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years. I have read a statement of the testimony of W. H. Clark before the 
Industrial Commission at Wa.shington with reference to testing Ohio and Penn¬ 
sylvania oils, and giving my name as one who could corroborate his statements. 
I desire to siiy that his statements as to the method of these tests are absolutely 
fahse. I never heard of any instructions or any practice of the character stated by 
him. When these comparative tests are made,lamps of the same size, burners of 
the same kind, wicks of the same make, and chimneys of the same make are 
always used, and at the beginning of the test the height of the flame in each lamp 
is precisely the same. I never knew of any deception being used in these tests. 

W. W. Huoiins. 

Subscribed and sworn to by said W. W. Hughes before me. this SOth day of 
August, 18!)!). 

Fbepkur' M. Black, 

[seal.] Notary Public. 


Exhibit 31. 

The State of Ohio, Waghhigton County, sk: 

W. A. Reed, of lawful age, being duly swoni, upon his oath says: I was in the 
employment of the Standard Oil Company of Ohio, as its agent in Marietta up 
to November 1, 1898, but since that time have not been connected with the com¬ 
pany. I have read a statement of the testimony of W. H. Clark before the 
Industrial Commission at Washington until reference to testing Ohio and Penn¬ 
sylvania oils, and giving my name as one who could coiToborate his statements. 
I desire to say that his statements as to the method of these tests are absolutely 
fal.se. I never heard of any instructions or any practice of the character stated 
by him. When these comparative tests are made, lamps of the same size, burners 
of the same kind, wicks of the same make, and chimneys of the same make, are 
always used, and at the beginning of the test the height of the flame in <‘ach 
lamp is precisely the same. I never knew of any deception being used in these 
tests. 

W. A. Beep. 

SubscrilKid and sworn to by said W. A. Reed, before me, this ;Ust day of August, 
1899. 

[seal.] Fkank Paniiohst, 

Notary Puhlic, Waahinyton County, Ohio. 


lubric'atlno oiks. 

Concerning his general statement on lubricating oils,' ho refers to our trade¬ 
mark brands on which there is no competition and for which we have a regular 
schedule, the price varying only in accordance with the quantity used and the cost 
of delivering same to customers. Inasmuch as no competitor can .sell these oils, 
there is no neces.sity for our making any different price other than our schedule. 


the ai.leoep pukchase ok a warehouse to drive a competitor out of 

business. 

His statements concerning the purcha.so and removal of an alleged warehouse 
at Newark, in order to drive out a competitor," are false. After the so-called 
warehouse was purchased, Donaldson, the person whom Clark claimed we drove 
out of business by the purchase of a shed from its owner (^thout Donaldson's 
knowledge), continued in business by renting a bam. FurtWr, Clark purchased 
the shed unlbiown to and unauthorized by me or Mr. Hollingsworth, and moved 
the building to his (Clark’s) own private lot, for his own private use, and paid for 
by him, and not by us. 

We derived no benefit from the tran-saction, and i criticised Clark severely 
when the subject came to my notice. This so-called warehouse, emphasized so 
largely by Clark, was only an old shed, about 4 feet by 4 feet, with capacity for 


Sl)el)p.:t»,6O4,605. 


"Seep.34U. 
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Hiraply 1)110 Barrel of oil. 1 have photograph of shed ami Mr. Hollingsworth's 
affidavit, which I submit. 



Exhibit 2:1. 

The ST.rTE of Iowa, Umisa Cotuilij, ss: 

II. S. Hollingsworth, of lawful ago, lining duly sworn, uiion his oath, says: I am 
in the oinploy of the Standard Oil Ooniiiany of Ohio, and have been for several 
years. With' reference to the purchase of a warehouse at Newark, which W. H. 
Clark, iu his testimony before the Industrial (lomniission, mentions, I desire to 
say that I did not authorize this imrchase, nor did I know of it before it was made, 
and it is not true that I offered Mr. Clark a two-weeks vacation on sahary, nr any 
consideration of .any kind whatever, if he would get nonaldson out of the busi¬ 
ness. The first I knew of the transaction, Clark had imrchased the building tor 
$2..W. and moved it on to his own private lot. ami Clark stated to mo that he 
bouglit the shed on account of needing it for an outhouse. The so-called " ware¬ 
house” was about 4 feet by Id'oet, with a capacity for storing a single barrel of 
oil, and in my .'judgment $2..Ill was an excessive price for it. The purchase of the 
shed did not drive Donaldson out of the business, tor he rented a bam afterwards 
iu which to store his barreled oil. 

H. H. Hollinosworth. 

Subscribed and sworn toby said H. S. Hollingsworth, before me, this 30th day of 
Augu.st, 1899. 

[SEAL,] W. II. IIliitl.KY, Niriari/ Public. 

Referring to his statement concerning Mr. King, and others at New,ark, run¬ 
ning tank wagons,' it is very misleading because the term generally applies to our 
method of delivery to the retail trade, whereas they were peddlers who ran their 
own wagons, bought their oil from us and made whatever price to the consumer 
they desired and wei'e practically regulated by the price made by retail stores. 
We had nothing whatever to do with fixing such prices—these peddlers all work¬ 
ing for themselves. 
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('[IlCll.MSTANCKS |:NI>1!I1 WHICH .MK. CI.AIIK I.R!?'!' 'THH STANDAKI). 

Mr. Lockwoiid wii.H mit h iiiau.'iger ' nor a .special inspector, bnt simply a travel¬ 
ing anilitor, wliosi> duty it ivas to visit stations, check np stock.s, balance cash, 
chcirk accounts, and see that our agents were conducting the business honestly. 
Mr. Clark's reports were not received regularly, and after I had reipie.sted him 
repeatedly to give the matter prompt attention (and he had failed to do .so), at my 
r('(|ue.st Mr. Lockwood was .sent to Newark to check Clark up. He did so, anil 
aftfsr balancing the cash (which is the first thing an auditor docs) ho found it 
short. This was reported to me and I suspended Clark until Mr. Lockwood had 
completed his examination. Further investigation disclosed the fact that col¬ 
lections had been made by Clark and not reported. Some of these items were 
made good by Clark from day to day by payments to Mr. Lock woo<l on the theory 
that they were errors. They, however, became so numerous that- Mr. Lockwixid 
finally rid'uscd to receive any more payments until he had completed his exami¬ 
nation, when, according to custom, he would make a final report and leave the 
adjustment to the otiiciu's of the company. 

From the time I suspended him up to date I have never tried to reengage him, 
directly or indirectly, through Mr. Fonts or anyone else.'-’ I submit Mr. Fouts's 
affidavit showing that he has aot. 

Exhibit 3:i. 

Thk Statu op Chio, Franklin County, nu: 

R. A. Foiitz, (d' lawful ago, being duly sworn, upon hi.s oath says: I am in the 
employ of the Standard Oil Company, and am the person referred to in the testi¬ 
mony of W. H, Clark before the Indu.strial Commis.sion. It is n<it true, as stated 
by him, that since Clark's discharge by the St.andard Oil Company I have asked 
him to reenter the company's employ, or ever asked him how ho would work for 
the company again. I am a traveling man and have no anthority rvliatever to 
employ for the company, and I have never had any talk of any kind whatever 
with Mr. Clark uiion the subject. 

R, A. Pouts. 

Subscribeil and sworn to l>y said R, .V. Fonts before me this 2.sth dav of August, 
1899. 

[SKAi.. I E. L. Phase, 

Xotary Cublir, Franklin County. Ohio. 

Nor is there any truth in his statement concerning our methods of deducting 
from his salary errors which others made," 

The inspector's report referred to.' a coiiy of which he filed with you, is not a part 
of the auditor's work, nor did the auditor have anything whatevertodo withit, nor 
was it made out by him at that time, nor at any other time; conseguently Clark's 
statements concerning it are false. The blank referred to is the one that I require 
filled out by a special agent as occasion requires. Since my arrival in 'Washington 
I have e.xaniined the inspector's report .submitted by Clark, and find that it is 
signed by 11. ti. Hollingsworth,''who made the inspection and filled out the blank. 

The final report of our auditor showed Mr. Clark's shortage to be He 

made good $121.9;!, The balance, $I09.(>1, was jiaid in full by his bonding com¬ 
pany after they had e.xamined the report and found it correct. 

He was finally arrested by the bonding company, who had signed his bond as 
agent. 

Q. (By Mr. Pini.Lll's.) 'What became of him after his arrest'i—A. He was 
arre.sted'on a charge of emliezzling ,$109.91, which is a sum largely in cxce.s.s of 
the amount, required under Ohio laws to constitute a felony. He was bound 
over by the examining magistrate. It appears that the aggregate was taken in 
small sums, and at different times, no one amounting to $8.'), or sufficient to con¬ 
stitute a felony under the Ohio statutes. Therefore, I understand the grand jury 
tailed to indict, on the ground that the offenses could not be joined together, and 
no felony had been committed; only jictty larceny. 

nlPKERRNCES op PRICE. 

Q. (By Mr. .Jenks.) One or two questions a,s to the general method of doing 
bu.siness. "Voii .state in your testimony that wherever you have known of rivals 
cutting rates you intended to meet them to protect yonuself. It is true, I .sup- 


• See P. -Wi. Sop p, 'M4. ^ Sec p. !i4r>. * Sen p. iM*']. 

®S(»e Mr, liollingsworth'sHiKnature, p. ^M4; ulsiKlutn of inspfction ropi rt, ycui'Hand 4 months 
before Mr Clark was disinis.soU. 
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tliiit you liiid SOUK' spi'dal contracts, and in that way sold at somowliat 
diff<u’ent rates to different (hyilers?—A. Occasionally wo liave a special i-ontract, 
the consideration boiii^ that the dealer buy.s his entire supply from ns. But these 
contracts are very limited in mimher, and the concession very rarely exceeds one- 
half emit a gallon. 

_ Ho that it would be possible th.at Mr. Clark would have received instruc¬ 
tions from you to sell the same (piality of oil to different dealer.s at different rates 
under these contracts you had made?—A. As 1 stated, we had contracts on stove 
gasoline, two iir three of them, in Newark, at a time gasoline advanced, and 
the advance did not apply to those dealers until the contract expired. Tliat made 
two different jirices at Newark on stove gasoline at that time. 

Q. You would not be likely, then, you think, to have contracts with different 
dealers in the same place., covering the same time, under which the same grade 
of oil would h(' sold at different prices?—A. There might be an exceptional case 
of that kind. 

Q. The different prices being granted, as you have suggested, in consideration 
of the buyers imrcliasing their entire supply of you ?—A. Yes. 

Do you recollect sjx'cial instances, for example, of instructions to sell Capitol 
cylindtu' oil t<.) these different parties, Mr. Lingafeltcr aiid the Newark Water 
Works, at .'if! and :tl ?—A. I do not remember. These contracts on lubricating oil 
are largely conditioned upon the iiuautity of oil piirchased by the consumer and 
the expen.se of delivering.* 

Q. Home slight variatioTi on tliat actcount made from time to time?— A. Ye.s. 

Q. (By Mr. S.viY'i'ji.) Such a valuation as that might arise in any business, 
miglit it not?—A. Certainly, 

Q- (By Mr. Cr..\KK.) That, you s.ay. is l•onfined to lubricating oil?— A. These 
are lubricating (n'icew. 

t^. (By Mr. .Iunks.) Tlje variations in prices. I understand you to say, are 
much l(*ss tlian I cent a gallon?—A. (tn illuminating oil, I do not recall any case 
where it is more than a half cent. 

WATOHINII UIVALS' nUSINKSS. 


y. Reference was made by Mr. Clark," and refeiumce has ahso been made by 
other witnesses.*' to the w.'iy in which the Standard Oil Company has secured 
inforniation regarding the Inisimsss of its rivals. Vh)u yourself have refiuTed to 
it; it is your custom to have reports from your different agimts?—A. We ask our 
salesmen and (jur agents to keep their ey(!s open and keep ns informed of the 
situation in tlieir respe(d,ive fields. We ask our agmits, as they visit the tradiy to 
make reporis to us of whom fhedifferimt parti(>H are buying; principally to know 
whetlier our agnmts are attending to their business or mit. If they an^ hitting too 
much Imsiuess get away from them, it looks as if they were not attending to their 
business. I’iniy get it from what they see as they go around selling goods. 

Q. (By Mr. .Ie.vks.) Where competition is fierce do you engage anyone to 
follow tlie competitor's wagon alxiut to find out what pi'ice.s he sells at and to 
whom he sells?'—A. No, sir; 1 do not recall any case of tliat kind. 

Q. Have you yourself secured reports, or has there lieen any case that you know 
of in wliich reports of rivals' busiue.ss have been secured from employees of those 
rivals?"—A. No, sir; nevei’. 

Q. You instruct your local agents. I infer from what you state here, as to the 
prices atwhicli they are to sell lubricating oil to different dealers?—A. The prices 
they are to receive represent either an arrangement or contract made with 
the different finns for oil at certain periods at these prices, and the arrangement 
is made with the understanding that we are to have the entire business for a 
certain iieriod, ix.)ssibly a year. 

Q. (By Mr. Smyth.) Have you not under these contracts reduced the price dur¬ 
ing the year when you had a contract, say d3 cents for Capitol cylinder oil—have 
you not voluntarily reduced the price one-half cent'?—A. Notwithstanding tlie 
contract, we may liave done that on a declining market. 

y- (By Ml'. .Ienks.) In the selling of lubriisating oils to railroads, do you, in 
in the same way, instruct your agents as to the prices they are to charge'?—A. I 
do not have anything to do with railroad oils; they ai'o handled liy our people in 
Cleveland. 

Q. You have no knowledge on that sub.iect at all'?—A. I have no knowledge on 
that subject. 


'See 

■'Moeiip.ltt'i, :t»,:Ml. 
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Q. (By Mr. Piin.urs.) Is it, yonr custom to put down oil in ono locality, where 
there is coiupetition, as a rule;-' Do you make that a rule?—A. No, sir: we never 
do it unle.ss the com])etitor makes the cut in price first and forces ns to it. When 
the competitor makes a cut in prices wo do not hesitate to meet .the price to hold 
our bnsiiie.s.s. 

Q. You do not take the lead in the State of Ohio, under your,inri8diction, then, 
in cnttin},' pvice.s when there is an independent refinery that ships oil into that 
locality? ~A. No. sir; we do not.' 

Q. (By Mr. K.vtomkoud.) In wlmt capacity are you serving the Standard Oil 
Company now?—A. I have idiarge of a marketing depai-tment of the company. 

y. For the State of Ohio?—A. The central and southern portions of Ohio. 

Q. You have pro.s<uited a dozen or more affidavits from the gentlemen whose 
n;imes are signed. Are all those gentlemen employees of the Standard Oil 
Company?—A. Not all of them; probably three-fourths. 

Q. Hiive the affidavits comt! to you voluntarily from these men ?—A. Yes. 

y. Without any .solicitation?—A. Simply upon Ixdng shown the testimony and 
being asked if correct, and whether they desired to make affidavit. It has all been 
voluntary on their part. 

y. I see the affidavits yon have read are similar both in language and appear¬ 
ance. Were they gotten up in your office or some office of the Standard Oil Com- 
iiany and sent to the employees ?—A. Some of these affid.avits—not all of them, 
but a number of them, were gotten ui> in my office, covering the points of Clark's 
testimony, and were then submitted to the person <;oncerncd, and he was asked 
whether the facts contained in the affidavit were true, and if they were, whether 
he was willing ti> sign it. 

y. (By Mr. S.MYTU.) I suppose that was largely a matter of convenience ?—A. 
Yes. 

y. (By Mr. Ratciiforp. ) Were there any affidavits asked from employees who 
refused to give them?—A. No. 

y. They gavi- an affidavit in every case?—A. Y"es, .sir; every one. 

(Testimony closed.) 


W.isMiNiiTON. D. C.. September f:. IS'M. 

TESTIMONY OF MR. JOHN D. ARCHBOLD. 

At a meeting of the United State.s Industri.al Commis.sion, held in Washington, 
D. C.. Septcmfier S, 1Vice Chairman Phillips presiding, Mr. John D. Archbold, 
after being duly sworn, testified on the subject of trusts, as follows; 

y. (By Mr. Jenks.) Will you kindly give your name and addres.s tothestenog- 
rajiher?—A. .lohn D. Archbold, New York City. 

y. What is your relation with the Standard Oil Company?—A. I am vice-presi¬ 
dent of the Standard Oil Company of New York. 

y. How long have you been connected with the Standard Oil Company?— 
A. Since 1875. 

y. Have yon. in anticipation of this examination.prepared any special state¬ 
ment for the use of the commission?—A. I have. 

y. I shall be glad if yon will give that first, and then wo will (picstion after¬ 
wards.—A. The general statement in answer to .specific inquiries is not (piite 
ready, and that will be riirnished you within a few days, 
y. Yon mean in answer to tin; general schedule?—A. Yes. 
y. (By Mr. Smyth.) I think it would be well to ask Mr. Archbold just at this 
stage to give us some detailed account of the organization of the Standard Oil 
Company—its different dep.artanents. We do not want the names of the indi¬ 
viduals, but your tran,sportation department—how is it managed'?—A. That will 
all be furni.shed—all a part of the statement just in course of preparation. 

y. (By Mr. Jenks.) You will give a general statement in your own way of the 
points you care to bring out. 

The W ITNESS. It would be a matter of preference to me, and I think it would 
make what I have to say more intf;lligible to you all. if I might first be allowed 
to answer the criticisms of the witnesses who have appeared, and so let my 
answers lead up to a short general statement which I might make at the last. 


> ct. pp. :eff, 340. 
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Tie Chairman. Certainly. 

The Witness. Shall I proceed? 
The Chairman. Yes. 


.1. W. I.EF. THE HEAD OF A TRUST. 

The Witness. I answer first the testimony of Mr. J. W. Lee of Pittsburg. It 
is rather remarkable, gentlemen, that the first witnes.s to appear before yon as a 
siiecial critic of our business on the ground of its being a trust, should, at the 
outset, have acknowledged himself to be not only a member of, but the real head 
of a trust. This Mr. Lee specifically does acknowledge,' and I may say for your 
information, that Mr. Lee and his associates have gone a step further than any 
other company thiit I know of, in that they have hound themselves together, not 
only by the ordinar); trust ties, but in a voting tru.st, made up of a nia.iority of 
the stock of their princiiial companies, with a view to perpetuating their faction 
in power indefinitely, and practically disfranchising the minority. I make this 
statement, gentlemen, not as a criticism, but as rather a striking evidence of the 
irresistible tendency toward combination. 

VOTINd TRUST CONTRACT OP THE UNITED STATES I'lI'E I.INE COMPANY. 

I hand you a copy of the voting trust of the United States Pipe Line. The 
original trustee under it was a Mr. Wood, who has sin(» died. He has been suc¬ 
ceeded, under this voting trust, by three trustees, viz, Thomas W. Phillips, L. 
Emery, ,ir., and Hugh King. 

Agreement made April 3(1,189:1, is as follows: 

“ ’Whereas (‘ach of the iiiideraigned is a subscriber to the capital stock of the 
United States Pipe Line Company, and is now a stockholder thereof, and each is 
interested pecuniarily in the oil business either as refiner, proilucer of crude, 
exiiorter, owner of terminal facilities at or near tidewater, or dealers in petro¬ 
leum ami its products for domestic consiimiition; 

“And whereas we have each of us entered into the organization of the said 
United States Pipe Line Company for the purposes expressed in its charter, and 
with the further intent and purpose to secure and furnish to each of us an inde¬ 
pendent outlet tor our jiroducts, both crude and refined, not controlled or infiu- 
enced by others hostile to our respective business interests, and to secure cheaper 
and better transportation facilities and available markets for our respective 
products; 

"And whereas, to that end, the owners of several oil refineries located in the 
interior and at tlu' seaboard, in which said refineries some of the undersigned are 
owners in whole or in part, have by agreements based upon lawful and .sufficient 
C(nisiderations entered into contracts to furnish to the said United States Pipe 
Line Company the product of said refineries for transportation, and said company 
has also contracts for crude oil for transportation from tlie wells, and for furnish¬ 
ing terminal and export facilities at tidewater, as by said contracts and agree¬ 
ments will fully appear; 

“Now, therefore, in consideration of the promises and of good, lawful, and 
sufficient pecuniary and other considerations mutually .and severally received, 
and in order to .secure the successful completion of the oil-pipe line.s pro,iected 
and now being laid by the said United States Pipe Lim‘ Company, with storage 
tanks, terminal, transportation and export facilities, and to each of us in his busi¬ 
ness, the benefits of the several contracts, agreements, plans of operation, secured 
or being negoti.ated, made or in contemplation, and to keep the control of the 
stock of the United States Pipe Line Company in hands friendly to the interests 
of the undersigned as aforesaid, wo the undersigned do bind ourselves, each for 
himself, severally and not jointly, and each to the others jointly, to the following 
stipulations, covenant.s and agreements, each in the sum ot one hundred (100) 
dollars for each share of stock now held by each subscriber, the amount of which 
is by him now placed opposite his signature hereto, to wit: 

“ 1- .We and each of ns agree, in manner aforesaid, that all of our interests as 
sul^nbers to the capital stock ot the United States Pipe Line Company, and onr 
rights under onr respective contracts of subscription, and all of onr stiKik as 
soon as paid up, the certificates therefor and the receipts for the installments 
paid, be vested in and issued to A. D. Wood, trustee, who shall hold the same for 
each ot us proportionately in trust for the term of five years from the first day 


‘ Compare Mr. Phillips, pp. 5S1I, filil, 606. 
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of Api il, IS!f!, iit wlii(tli (Into, unless this iigreement shouhl be e-xtendedfor a fur¬ 
ther term, said trustee shall assign and transfer to each of us the stock and cer¬ 
tificates so held, unless sooner terminated by a vote of three-(inarters of the stock 
so held in trust. 

“ 3. We further agree and bind ourselves that each of us, not more than 30 days 
prior to each i-egular annual meeting of stockholders, or before any lawfully called 
speci.al meeting thereof, will make and mail or deliver to said trustee a power of 
attorney or pro.vy to vote for ciich of us at smdi meeting or any adjournments 
thereof, and in ease said trustee shall not receive .said power of attoniey or proxy, 
in time for use at the same, each hereby constitutes the said A. I). Wood attorney 
in fact to make and sign.said proxy or power of attorney in our names foreachof 
us, empowering him, the said trustee, to vote at said meeting or meetings for each. 

3. it is further agreed that upon reipiest in writing of any of the undersigned 
to said trirstee, that he as the ecpiitable owner of .said stock or interest in capital, 
desires to pledge the same for a loan of money to the .said equitable owner, the 
said trustee shall, within 4S hours after receiving notice of the name and hxiation 
of the lender of said money, acquaint a majority of the board of directors of said 
request and of the name and addri'ss of said propo.sed lender, and shall within 
thirty (30) days thereafter either lend or furnish to the said applicant an equal 
amount of money, upon the same time, at the .same rate of interest, upon the 
security of said st(K,’k or interest in capital, or else shall in proper legal form assign 
or pledge the said stock or iiart thereof, to the lender designated by the .said 
eijnitable owner of said stock. 

“4. It is further agi-eed that no sales of stock so held in trust shall be made by 
the ecpiitable owner thereof during the continua])(a> of this trust. 

■'.5. In the event of the death, resignation, or disability of the trustee herein 
named, his successor shall bo appointed by the V(.)tc of three-quarters in intei'cst of 
the signers hereof. The said su(tces.sor, when appointed, shall have all the powers 
and shall iierform th(3 duties of tlu! trustee herein designated, failing to do 
whicli, he, or the trustee liereby appointed, may be removed by a three-ciuarter 
vote of th(i stock in interest hereof. 

In the event of suit being brought to enforce this agi'cemcnt, or for the sti])!!- 
lated damages for bre.ach theiaxif, the same shall be in the naui<! of the said trus- 
t('e and for th<! Ixmefit of all not deluupient, as hereinbefore provided. 

••The said trustee, who .shall be a stoitkholder in the United Htates Pipe Line 
Company, shall not be held liable, personally, except for gross n(!gligeuce or for 
the violation of this agreement in its letb'r or spirit. Ho .shall, before enteiing 
iqion his duties, accept this appointment in writing, and at the sanu! time enter 
into a liond or obligation of five thousand (,T ObO) dollars that ho will faithfully 
discharge his duties in accordance with tlu^ terms and .spirit of this contract. 

“ It is further understood and agreed that in voting said stock the ])artic3 hereto 
and said trustee shall vote for persons as directors, interested in the business of 
refining, producing, and exporting oil, as herein stated and as near as may for 
members of each in proportion to the intf^rest of each class of capital. 

‘•In witness whereof the said parties have hereunto set their hands and seals 
the day and year first above written. 

“I,-. named as trustee in the foregoing instrument, do hereby 

accept the ditties of the trust, and hind myself to perform the same in accordance 
with law and the letter and si)irit of said agreement, in the sum of five thousand 
(.1,000) dollars, to bo paid upon breach hereof, 

••-. [L,S,] 

“April-. 1803." 


VOTINO TUUKT -VUHEKMENT OK THE PUKE OH. COMPANY. 

I present, also, as being, perhaps, more ea.sily understood, a printed (^opy of the 
trust agreement in full, the voting trust in full, of the Pure Oil Company.' 

“ Thi.s agreement, made and entered into by the Pure Oil Company, a corpora¬ 
tion organized and existing under the laws of the State of New Jersey; David 


'A later modified form of this trust agreement, involving many verbal changes 
and some important ones, is furnished to the commission by Mr, J. W. Lee. It is 
as follows: 

This agreement, made and entered into by the Pure Oil Company, a corpora¬ 
tion organized and existing under the laws of the State of New Jersey, David 
Kirk, Jerome B. Akin, Marcus L. Lockwood, Walter A. Denni.son, Chas. H. Dun¬ 
can, Theodore B. Westgate, Wm. L. Curtis, James W. Lee, and David Kirk, 
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Kirk, Jerome B, Akin, Marcus L. Lockwood, Walter A. Dennison, Charles H. 
Duncan, Theodore B. Westgato, Wm. L. Curtis, Janies W. Lee, and David Kirk, 
trustee for the McCalmont Oil Company, severally subscribers to and owners of 
the capital stock of the said Pure Oil Company; and Thomas W. Philliiia, Lewis 
Emery, jr., Rufus ficott, Clarence Walker, Louis Walz, Janies W. Lee, David 
Kirk, Marcus L. Lockwood. Jerome B. Akin. Charles H. Duncan, Hugh King, 
Michael Murphy, Adolphus A. Hoch, Ferdinand Reiber, and Walter A. Dennison, 
parties mutually agreed upon to exercise tlie trusts created hereunder. 

•'Witnesseth.'That whereas, the saidPnreOil Company is formed for the purpose 
of engaging in directly and of aiding other companies and parties engaged in 
the iirodnction, transportation. storage, manufacture and sale of crude petroleinu 
and its products, and in any business incident thereto, and it is desired to enlist 
therein the co-operation of other parties, and to procure capital to be invested in 
the shares of its capital stock, and in such other ways as may be desirable, which 
investmimts are to be solicited from parties not now interested in the company: 
and‘whereas, it is advisable, eipiitable, essmitial, and intended for the safety 
and advantage of all interests that the control of the said Pure Oil Company 

trustees for the McCalmont Oil Comiiany, and Thomas W. Phillips. Lewis Emery, 
.ir., Rufus Scott, Clarence Walker, Lewis Walz, James W. Lee, David Kirk, 
Marcus I., Lockwood. Jerome B, Akin, Charles II. Duncan, Hugh King, Michael 
Murphy, Adolphus Hoch, Fiirdinand Reiber. and Walter A. Dennison, parties 
mutually agreed upon to e.xercise (he trusts created hereunder: 

Witne'sseth, that whereas the said Pure Oil Comiianyis formed for thepm-pose 
of engaging in, directly, and of aiding other companies and parties engaged in 
the production, transportation, storage, manufacture and sale of crude petroleum 
and its iiroducts, and in any business incident thereto; and it is desired to enlist 
therein the cooperation of other parties, and to procure capital to be invested in 
the shares of its caiiital stock, and in such other ways as may lie desirable, which 
investments are to be solicited from parties not now interested in the company, 
and. 

Whereas it is advis.able, eriuitabh", essential, and intended for the safety and 
advantage of all interests that the control of the said Pure Oil Company shall be 
,so created as to prevent and render impossible at all times the diversion of its 
resources and business from their intended use and cour.se, in opposition to 
monopoly in the business, and to protect and maintain what are known as “ the 
independent interests" in the petroleum industry, and to maintain the jmlicy 
agreed on tor conducting the business of the company, created by mutual agree¬ 
ment of shandiolders or by oiieration of law; 

Therefore the said jiarties hereto, in consideration of the sum of one dollar by 
eaidi to each of the others paid, the receijit of which is hereby acknowledged by 
each, and in further consideration of the mutual benefits received, to be received, 
or e.\])ected from the agreements, covenants, and trusts hereinafter contained, 
and from the undertakings and business to lie promoted, do hereby agree and 
consent to the various acts and things hereinafter set forth; provided, however, 
that no party hereto shall he bound to do any act or thing or he resjionsihle for 
the results or conseipiences of any act or thing done or omitted to be done, except 
so far as relates to such act or things as he himself expressly undertakes to do 
and perform; and do further agree as follows: 

First. The capital stock of the Pure Cil Company as authorized in its certifi¬ 
cate of organization, is to bo one million (Al.hllh.hhdj dollars, repriisented by two 
hundred thousand (30l),0()0) shares, of the legal pa.r value of five (S.'i.DO) dollars 
eat:h, divided into classes, and to be issued, held and transft*rred, suliject and 
according to law and the by-laws, rules and regulations adopted and approved 
by all the shareholders of the company, a copy of which is hereto attacned and 
referred to. 

Second. The .said David Kirk, Jerome B. Akin, Marcus L. Lockwood, Walter 
A. Dennison, Chas. H. Duncan, Theodore B. Westgate, Wm. L, Curtis, James W. 
Lee, andDavidKirk,truBteeforthe McCalmont Oil Company, are the ownersof all 
the shares of the capital stock now subscribed, amounting to three thousand (J.OOO) 
shares, of which they hereby transfer to the said Thomas W. Phillips, Lewis Emery, 
ir., Rufus Scott, Clarence Walker, Louis Walz, James W. Lee, David Kirk, Marcus 
L. Lockwood, Jerome P. Akin. Chas. H. Duncan, Hugh King, Michael Murphy, 
AdolphusA. H<x‘h, Ferdinand Reiber, and Walter A. Dennison, sixteen hundred 
(1,(100) shares, being more than a maiority of the shares of the company now sub¬ 
scribed, and agree that one-half of all the shares hereafter sub.scribed and issued 
shall be transferred in li ke manner to the said parties and their associate trustees, 
as any may be appointed, to bo by them held in trust, for 30 years from orgauiza- 
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Hon of shall be secured permanently, as to prevent and render impossible at all 
times the diversion of its resources and business from their intended use and course, 
in opposition to monopcdy in the business, and to permanently protect and maintain 
what are known as the ‘indejwndent interests’ in the petroleum industry, and to 
maintain the policy agreed on for conducting the business of the company in the 
interest and for the protection of all rights m the companjf, created by mutual 
agreement of shareholders, or by operation of law; therefore the said parties 
liei-eto, in consideration of the sum of one dollar by each to each of the others paid, 
tlie receipt of which is hereby acknowledged by each, and in further consideration 
of the mutual benefits received, to be received, or expected from the agreements, 
covenants, and trusts hereinafter contained, and from the undertakings and busi¬ 
ness to be promoted, do hereby agree and consent to the various acts and things 
hereinafter set forth; provided, however, that no party hereto shall be bound to do 
any act or thing, or Ire responsible for the results or conse(iuenchs of any act or 
thing done or omitted to be done, except so far as relates to such act or thing as 
he himself expressly undertakes to do and perform; and do further agree as 
follows: 

“ First. The capital stock of the Pure Oil Company, as authorized in its certifi- 


tiou of the company, for the uses and purpo.sea herein proposed, and subject to 
the tenu.“ and conditions as follows: 

1 . The eijuitable ownership of the trust shares and all interests therein shall be 
subject to the tiums of this trust agreement. Such ownership of the shares or 
inten'sts therein may be sold at the will of the holder, but no .sale, transfer, or 
conveyance of such ownership or interests shall give to the i)nrcha.ser any rights 
other than are provided for in the by-laws, rules, and regulations of the company, 
and in .accordance with this trust. The trustees hereunder shall at all times be 
recognized as the legal owners and holders of the trust shares, to cairy into effect 
the puiiiosi's of this trirst, .and all equitable owners of the trust .shares or interests 
therein shall .specifically agree in writing to the terms of this trust; and no trans¬ 
fer of any such shares or interests shall be made, or be effected, if made, until the 
transferee of any such e(iuitable ownership or interest shall have agreed in writ¬ 
ing to receive and hold the .same subject to the provisions of this trust. 

2. At all meetings of the comp:iny for the election of directors, or for any other 
purposes, to cast the entire number of votes which, as holders of the said shares, 
they would be entitled to cast. 

;i. Each tru.stee at such meetings shall l)e entitled to cast an equal number of 
all the votes which all of the trustees would be entitled to cast in the aggregate, 
if pre.sent, e.xcept as hereinafter provided. 

4. In ease of differences of opinion among the trustees pre.sent at any such 
meetings as to how such votes .shall be cast in regard to any m.atter or thing to 
be voted on, they .shall be cast as the representatives of four-fifths of all the 
.shares held under this trust may direct in writing, if so demanded in writing by 
any of the trustees. 

5. Any trustee unable to attend any meeHng of shareholders and to person.ally 
cast the' votes hi^ would be entitled to cast if present, may authorize any other 
trustee to cast the vote which he would be entitled to cast if personally present, 
which authority shall be in writing, approved by threc-flfths of the trustees other 
than himself. 

(f. When none of the trustees can be present at any meeting of the stockholders, 
legally held, they may be represented in proxy by an attomey appointed in writ¬ 
ing, executed by three-fifths of the trustees. 

7. The trustees m.ay exercise such consent in writing as in their opinion it may 
be right and proper for them to do in the interests of the Pure Oil Company, dnd 
of the owners of the shares held by them in trust; provided that no such con.sents 
sh.all be executed against the objection of the equitable owners of 10 per cent of 
the shares held by them in trust, unless after the qiiesHon of executing such con¬ 
sent shall have been submitted in person, or by writing properly addressed, to the 
several equiteble owners of the shares held in trust, and approved in writing by 
such owners of three-fifths of such shares. 

8 . The number of trustees may l;e increased or diminished at .any time, and one- 
third of the trustees shall retire each year and their successors in the tnist elected 
at each annual meeting of the company. Those of the tnistees whose names first 
occur in alphabetical order shall retire at the next annual meeting, and so on, and 
their successors shall be elected in the same manner as directors are elected, but 
nothing herein shall render any trustee ineligible to reelection. Any trustee may 
be removed, without assignment of cause or reason therefor, by three-fifths of the 
trustees and the written cons(!nt of the equitable owners of three-fifths of the 
shares held in trust hereunder; and upon such removal, or on the filing of such 
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cate of organization, is t<i he one million ($1.000,0{)0) dollars, represonteil by two 
hundred thousand (3(M),0(I0) .shares of the legal par value of ftve (§,5.01)) dollars 
each, divided into classes, and to be issued, held, and transferred, subjcKd and 
according to law and the by-laws, rules, and regulations adopted and apjn’oved 
by all the shareholders of the company, a copy of which is hereto attached and 
referred to. 

“Second. The said David Kirk, Jerome B.Akin, Marcus L. Lock wood, Walter 
A. Dennison, Chas. H. Duncan, Theodore B. Westage, William L. Curtis, James 
W. Lee, and David Kirk, trustee of the McCalmont Oil Company, are the owners 
of all the shares of the capital stock now snbs(!rilH;d, amounting to three thousand 
(3,000) .shares, of which tliey hei'eby transfer to the said Thomas W. Phillips, 
Lewis Emery, jr., Rufus Scott, Clarence Walker, Louis Walz, James W. Lee, 
David Kirk, Marcus L. L(X!kwood, Jerome B, Akin, Charles H. Duncan, Hugh 
King, Michael Murphy, Adolphus A. Hoch, Ferdinand Reibei", and Walter A. 
Dennison sixteen hundred (1,000) shares,Ixiing more than a ma,iority of the shares 
of the company now subscribed, and agree that one-half f)f ab the shares her(?after 
auhscribed and issued shall be transferred in like manner to the sai<l parties and 
their associate trustees, as any may bo appointed, to be by them held in trust for 


written cons(uit with the secretary of the company, and on the notice in writing 
delivered to the party so removed, or sent by registered hdter to his pir iper address, 
the rights, duties and obligations of such party as trustee .shall immediately cease. 

0. In case of the death, resignation, or removal of any of the trustees, tin; trust 
shall be exercised by the remainiirg trustees until the vacancy bo filled by the 
aiipointuient of new trusterw lor that purpose, on tlu^ nomination of the e(iuitable 
owners of a majority of the shares previously represented by tlie trustee whose 
place is vacated. with tin! consent in writing of the eipiitable owners of three-fifths 
of the shar(!S held under this trust and the approval <)f three-fifths of the trustees. 

10 . N<j trustee has any such beneficial intere.st in this tiuist pei’sonally as to 
entil.le him to maintain any action at law or in e(inity to (uijoin, delay, hinder, 
or prevent his removal from the tru.steeshii». or to reiurverany damages on account 
therrtof from the company orthe trustees, or fr<rm the individual stockholders by 
whosi! action he may have been removed. 

11. The trusbu's shall apixiint a chairman and secretary, who shall hold these 
offices forone yiuir, and until their successors shall be nualified; and shall keep 
regular ac(;ounts, showing tluMiwiiership and resideiKs-s of the various equitable 
owners of the shares hehl by them in trust; and shall exemrtr! and drdiver to such 
several owners certificates in due form,.approved by the directors of ther'ompany, 
evidencing the number of shares held by them in trust for each of tire several 
owners; artd shall nt,ake such transfers of atry of the .shru-es as they may be reriuested 
to do by such several owner's, on the surrender of srrch cer'titicates ri'presenting 
such shares, proirerly indrtrsed, assigniirg for transfer, subject to the terirrs of this 
trust, any of the shares thereby represented, iir the itrrutner prescribed for nraking 
siurh trarrsfru'S. 

12. The trrrstees shall immediately advise the (sturpany by "writing, addressed to 
the secretary, of arry transfer of ownership of any of the shares held by them; 
and shall, on written rerpiest of the treasurer of the company, certify to him the 
names and residences of all eijuitabh! owners of shares held by them in trust; and 
shall sign warrants for the payment to such owners, severally, of any dividends 
to which they may bo entitled to on the shares so held in trust. 

Third. This agreement may he changed at any time only with the consent in 
writing of the Pure Oil Company, three-fifths of the persons :icting at the time as 
trustees hereunder, and of the equitable owners of three-fifths of the shares hold 
in trust hereunder. 

Fourth. This agreement may be canceled, and the trust luu'eby created dis¬ 
solved, only by the winding uj) of the Pure Oil Company, or by tbe consent in 
writing, duly executed, of the equitable owners of three-fifths of the shares held 
in trust hereunder and of three-fifths of all the other shares of the company, alter 
providing in full for the redemidion or purchase at one hundred and ten dollars 
per shiire, in cash, of all the preferred shares of the company at the time out¬ 
standing. 

Fifth. The said Thomas W. Phillips, Lewis Emery, jr., Rufus Scott, Clarence 
Walk(!r, Louis Walz, James W. Lee. David Kirk. Marinis L. Lockwixid, Jerome 
B. Akin, Chas. H. Duncan, Hugh King, Michael Murjiby, Adolphus A. Hoch, 
Ferdinand Reiber. and Walter A. Dennison hereby accept the trust herein con¬ 
ferred and imposed on them. 

In witness whereof the parties hereto have .severally signed this agreement as 
of the-day of-, A. D. 189—. 
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the use.s and purposen herein proixwed, and Buhject to the teimsand conditions as 
follows: 

■ ‘ t. The equitable ownership of the tnist shares and all interests therein shall he 
subject to the terms of this trust agreement: such ownership of the shares or 
interests therein may be sold at the will of the holder, but no sale, transfer, or 
(•onv(!yance of such ownership or interests shall give to the purchaser any rights 
other than are provided for in the by-laws, rules, and regulations of the <>omi)any, 
and in accordance with this trust. The trustees hereunder .shall at all times be 
recognized as the legal owners and holders of the trust shares to carry into effect 
the jmrposes of this trust, and alt equitable owners of the trust shares or interests 
therein shall specifically agree in writing to the terms of this trust: and no tr.ans- 
fer of any .such .shares or interest shall be made, or be oft'ective if made, until the 
transftTee of such equitable ownership or interest shall have agreed in writing 
to receive and hold the same subject to the provisions of this tritst. 

"3. At all meetings of the company for the election of directni’.s. or for any 
other purpose, to cast the entire number of votes which, as holders of the said 
shares, they would be entitled to <'ast. 

“ ■!. Each trustee at such meetings shall be entitled to cast an ecpial number 
of all the votes which all of the tru.stees would be entitled to cast in tlu' aggre¬ 
gate, if present, except as hereinafter in-ovided. 

" 4 . In case of differences of opinion among the tru.stees present at any such 
meetings as to how such votes shall be cast in regard to any matter oj‘ thing to bo 
v<»ted on. they shall be cast as the repi‘e.s(‘ntativt:s of four-fifths of all the shares 
held under this trust may direct in writing, if so demanded in writing by any of 
the trustees. 

•• 5. Any trustee unable to iittend any meeting of shareholders an<l to person¬ 
ally ca.st the votes he would be entitled to cast if pre.sent, may authorize any 
other trustee to cast the vote which he would be entitled to cast if i)ersonally pres¬ 
ent. which authority shall be in writing, approved by three-fifths of the tiaistees 
other than himself. 

“(i. When none of the trustees can be ])re.S(‘nt at any meeting <jf the stock¬ 
holders. legally held, they may be riqireseuted in proxy liy an attorney appointed 
in writing, executed by three-fifths of the trustees. 

“ 7. The trustees may execute such cons(“nts in writing as in theii' opinion 
it may be right and proiter for them to do in the ititerest of the Pure Oil 
Company ami of the owners of the shares held by them in trust, provided i.hat 
no such consents shall be executed against the objection of the equitable owners 
of 10 per cent of the shares held by them in trust, unless after the ipiestion of 
executing such consent shall have been submitted in person, or by writing, properly 
addressed to the several e(iuitable owners of the shares held in trust, and approved 
in writing by such owners of three-fifths of such shares. 

••H. The number of trustees may Ix' increa.sod or diminished at any time, or 
any trustee may bo removed, without assignment of cause or reason therefor, 
by three-fifths of the trustees and tlie written consent of the eiiuitable owiku's of 
three-fifths of the .shares held in trust hereunder; and upon such removal, or on 
filing of such written con.sent with the secretary of the conqiany, and on notice 
in writitig delivered to the party so ixunoved or sent by registered letter to his 
proper address, the rights, duties, and obligations of such party its trustet' .shall 
immediately cease. 

"9. In case of the death, resignation, or removal of any of the trustees, the 
trust shall be exercised by the reuniining trustees until the Viicancy be filled by 
the appointment of m:w trustees foi' that purpose, on the nomination of the 
eipiitable owners of a majority of the shares previoti.sly repre.sented by tiu.^ tru.s¬ 
tees whose place is vacated, with the con.sent,in writing, of the eijuitiible i.iwn(,‘rs 
of three-fifths of the shares held under his trust and tlie approval of the three- 
fifths of the trustees. 

•'10. No trustee has any such beneficial intero.st in this trust, ]x>r.sonally, as to 
entitle him to maintain iiny action at law or in eipiity to enjoin, delay, hinder, 
or prevent his removal from the trusteeship, or to recover any damages on 
account thereof from the company or the trustees, or from the individual stock¬ 
holders by whose action he may have been removed. 

“ 11. The trustees shall appoint a chairman and secretary, and shall keep regu¬ 
lar accounts .showing the ownership and residence of the various eipiitaldo 
owners of the shares held by them in trust, and shall execute and deliver to such 
several owners certificates in diie form, approved by the directors of the company, 
evidencing the number of shares held by them in trust for each of such several 
owners, and shall make such transfers of any of the shares as they may be 
requested to do by such several owners, on the surrender of such certificates 
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representing such shares, properly endorsed, assigned for transfer .subject to the 
terms of this permanent trust, any of the shares thereby represented in the man¬ 
ner prescrilxia for making such transfer. 

■‘12. The tnrstoes shall immediately advise the company, by writing, ad¬ 
dressed to the seciretary, of any transfer of ownership of any of the shares held 
by them; and shall, on written reimest of the treasurer of the company, certify 
to him the names and residences of all equitable owners of .shares held hy them in 
trust; and shall sign warrants for the payment to such owners, severally, of any 
dividends to which they may be entitled on the shaves so In'ld in trust. 

Thinl. This agreement may be changed at any time only with the consent,in 
writing, of the Pure Oil Company, three-tifths of the persons atthe time acting a.s 
trustees hereunder, and of the equitabh' owners of turee-fifths of the shares held 
in trust hereunder. 

“Fourth. This agreement may be cancelled, and the tru.«t hereby created dis¬ 
solved, only by the windiTig up of the Pure Oil Company, or by the consent, in 
writing, duty executed, of the e(iuitabte owners of four-fifths of the shares held in 
trust hereunder, and of four-fifths of all the other shares of the company, after 
lu'oviding in full for th(! redemption or purchase, at one hundred and ten dollars 
per share, in cash, of all the preferred .and common shares of tln^ comirany ,at the 
time outsLanding. 

“ Fifth. The said Thom,as W. I’hillips, Lewis Emery, jr., Rufus Scott, Clarence 
Walker, Louis Walz, Janu's W. liCe. llavid Kirk, Marcus Ij. liockwood, Jerome 
H. Akin, Charles H. Duncan, Hugh King, Michael Murphy, Adolphus A. Hoch, 
Ferdinand Reiber, and Waltm' A. Dennison hereby a<'cept the (rust herein con- 
fernxl and impo.sed on them. 

•• In witness whereof the parties hereto h.ave soviU'ally signed this agreement as 
of the 0th day of November, A. D. one thousand eight humlred and ninety-five. 

“ PuuK On. Company, 
■•Daviii Kirk. Pr<’ni(len(. 

C. H. Duncan, Treamirer. 

“ Incoiqmrators: David Kirk, .b'rome B. Akin, Marcus L. Lockwood. Walter A. 
Dennison, C. H. Duncan, Theodore! 13. Westgat(.‘, James W. Lee, David Kirk, 
trustees for McCalmont Oil Company ; W. L. Curtis, Thomas W. Phillips, David 
Kirk, Marcus L. Lockwood, Clarence! Walker. .Tames W. Lee. 

“Trustiies: Walter A. Dennison, Jerome B. Akin, C. H. Duncan, Adolphus A. 
Hoch, Ferd.Reiber, Louis Walz, Rufus Scott, Lewis Emery, jr., M.Murphy, H. 
King.” 


PIP NOT 1S.SUK lUKCUI.ARS AGAINST PEEK PIPE LINE LAW. 

Mr. Leo charges that we fought the pa,ss,ago of the free pipe bill in the Penn¬ 
sylvania legislature, and that we caused “ dodgers ” or small handbills to be cir¬ 
culated, saying that if the tree pipi! bill became a taw the orchards would 
be destroyed, springs polluted, death lurk in their iloorsills.' I want to deny 
this in tofo. In those early days to which he referred we were in favor of the 
passage of the free pipe law in Pimnsylvania. We greatly desired it. We were 
entering the pipe-line business, fully understanding its great importance to the 
future of the petroleum trade, and it is not likely that we would be prejudiced 
by any such action as Mr, Lee claims. 

Q. (By Representative Livinustg.n.) You deny the issuing of the circular?— 
A. I deny the issuing of the circular in ioto. I never heard of any testimony of 
that kind. 

Q. (By Mr. S.MYTii.) Do you know-whether such circulars were issued ?—A. I 
do not. 

CJ. If you did not Issue them, who did?—A. I do not know that they were 
issued. 


EMPlEK TBANSPOKTATION COMPANY. 

He refers, in the way of criticism, to our course regarding our relations with 
the Pennsylvania road in connection with the Empire Transportation Company 
refinery.’ I may say, in a word of explanation, that at the time specified the 
people prominent in official relations with the Pennsylvania I'oad engaged in the 
jietroleum business on their owoi accoiuit. We, deeming that outside of the 
regular province of the railroad company, of which we were large patrons, dis¬ 
continued our shipments over the Pennsylvania road, transferring them to the 


’ So(! p. 3(i3; Mr. Emery, pp. 659, 660. 
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other grout linos. This loss of traffic finally brought the Pennsylvania officials 
juoper to a negotiation regarding this sneoial refining business, to which I have 
referred, and tlio.se negotiations resulted in our purchase of those refineries and 
our again hocoining a patron, in the way of transportation, of the Pennsylvania 
Railroad. That is the exact history of the case simply told. I will refer now 
to- 

Q. (Interrupting.) Are yon willing to state what the negotiations were?—A. I 
would ho glad to if I had it in mind ; hut it is a transaction of nearly 30 years 
ago. and I cannot, from memory, give any really exact outline of it. 

Q. Were there considerahh* advantages offered to the Standard Oil Company 
over other shippers?—A. There were no advantages offered to the Standard Oil 
Company. The advantage was in favor of their own people, as we felt it to he, 
and was the prime particular rea.son for our iliscontinuing our s^pments over it.‘ 

y. After those negotiations did the Standard Oil Company enjoy secret rates or 
hotter rates than other refiners?—A. I go into that fully in answer to the specific 
(diarges to that offi'ct. 

y. (By Mr. F,\ii(,!i ri.\R). Wore the Pennsylvania Railroad holders of oil par¬ 
ticipants with you in transportation at the same time you made arrangements 
with the Pennsylvania?—A. No, their relations ceased, 

y. (By Mr. .Ih.nks). \'ou can furnisli that account more in detail, can you 
not?—A.' Undouhtedly. it you desire it. 

The Emiiire Line and Oroi'n Line were corporation,s doing freight business over 
the Pennsylvania Railroad, the stocks of which were owned hy the officers and 
managers of the railwiiy. Through these companies the railway lKs;amo inter- 
esttsl both in transportation of oil hy jupc' lines and in the refining of oil. The 
Standard Oil Comiiany clainuMl that tlie railway discriminated in freights in favor 
of its own refineries, and refused to ship over that road. This led to negotiations 
for the sale of tin* jujieline.s and refineries to per.sons interested in the Standard. 
This sale took place October 1, 1877. The railway first purchased from the 
Empire and (trc'cn lines all the pip(! lines and refineries which they owned, which 
it was cmpt)Wered to do hy virtue of an (ixisting contract, and then conveyed the 
pipe lines and refineries to the Standard parties. 

Ml!. K.MEUy's ESTIM.WK OF ShhdfiO.dhO RKBATES. 

Mr. Lee goes quite into detail with reference to allegations regarding preferen¬ 
tial railroad rates to us during that early period of the oil business.' I want to 
answer all his charges made at different times during his testimony a.s is indi¬ 
cated. and hy referring to the various pages at once and as definitely as possible, 
lie treated first the well-worn statement regarding deductions, originally made 
by Mr. Emery, or alleged to he made hy him, from the testimony of Mr. Cassatt, 
an official of the Pennsylvania road, covering alleged I’ebates paid to our company 
for a certain period, I have here, and desire to submit and leave with you, a 
statement of the analysis of Mr. Cassatt’s testimony in that regard, prepared hy 
our <sninsel at the time, showing the utter falsity of Mr. Emery’s statement. Mr. 
Enu'ry’s statiunent was made on an absolutely false hypothesis throughout. 
There never was anv foundation for it. It was one of those catching statements 
which take hold and travel fast. It has been denied over and over again; hut 
the peophi who have agitated these questions have adopted it as one of their stock 
features in trade, and keep on repeating it. I desire to submit this analysis, hut 
I will read: , , ^ , 

•• The assertion that Mr. Cassatt testified that ,$10,000,000 was paid to the btand- 
ard Oil Company as rebates from October 17, 1877, to March 81, 1879, was first 
made hy Mr. Lewis Emery, and in examination before tho Committee on Manu¬ 
factures of the Fiftieth Congress, May. 1888, he shows how he deduced those fig¬ 
ures from the testimony referred to. I quote from page 341: 

••Q. You were also the authority, were you not, for the statement which is 
referred to in Mr. Dodd's book that it was proved during that examination that 

in a period of, I think, 17 months- 

The witness (inteiTuptiug) . Seventeen and one-half months. 

“ Q. (Continuing.) The four railroad companies had paid to the Standard Oil 
Company $10,000,000 as rebates on the oil earned hy them, were you not?—A. Yes, 

“Q. Look at that paper [handing paper to witness] and state whether yon 
made an analysis—an e.xamination of the testimony given by Mr. Cassatt, the 
Standard Oil (Jompany people, and other railroad officers in that suit, in order to 


» Seo «tate»ient of G. R. Blanolmnl, p. (W2, fooCnoto. 
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ascertain what the total amount of money paid over as dism imination during that 
period of 17J months was?—A. I did.” 

The witness then presented a paper prepared by himself, which, if tnie, showed 
a rebate to the Standard Oil Company of 64i cents per barrel on refined oil, 2!l 
cents on crude oil from 1 district, cents on crude oil from another district, 
and 32i cents per barrel on cnide oil paid to the American Tran.sfer Company. 
He added these figures, divided them by and claimed !>5 cents a.s the average 
rebate to the Standard. He then took the total consumption of oil from October 
17,1877, to March ;tl, 1879, to wit. IK,.5.56,377 barrels, and multiplying by .55 cents 
inoduced $10,155,318, which, he claimed, showed was the amount of discrimina¬ 
tory rebates paid to the Standard in 17 months. 

Mr. Emery did not pretend to have any personal knowledge of the subject. Ho 
pretended to compile his figures from the evidence of Mr. Cassatt. That evidence 
IS published in the .same volume which contains Mr. Emery's evidence. To reach 
this result Mr. Emery had to make these absurdly false as.snmptions: 

“ T. That all oil consumed was shipped eastward over four trunk lint's, and was 
all shipped by the Standard Oil Company. 

■' II. That all these trunk lines paid the same rebate as the Pennsylvania Rail¬ 
road Company. 

‘‘ III. That the shipments of oil of the cl,a.ss on which the rebate was 64i cents 
was equal to the shipments of oil of the class on which the rttbalt' was 361 ctuits.” 

Eliminate these gratuitous assumptions from Mr. Emery's statements, and his 
comdusion is shown to be ridiculous. 

These gratuitous assumptions areas nothing, however,compari'd to the gi’atui- 
tons falsehoods embraced in the figures given. The claim is that a discriminating 
rebate, averaging ,55 cents, was paid to the Standard Oil Company from October, 
1877, to March :il, 1879, by 4 trunk lines. 

The evidence of A. ,1. Cassatt, which is referred to for the truth of these state¬ 
ments, refers only to 1 trunk line, Pennsylvania Railroad, and shows: 

" I. That the Stanilard Oil Compiiny shipped no oil over the Pennsylvania Rail¬ 
road until ,Iuly, 1875. That the Pennsylvania Railroad was then inttuested in 
refining in competition with the Standard, and not only allowed the Standard no 
preferences, but discriminated against it to such an e.xtent that the Standard 
stopped shipping over the road in March, 1877. 

"II. That in Oi^tober, 1877. the Pimnsylvania Railroad .and the Standard entered 
into an agreement by which the Standard Oil Company was to have a commission 
of 10 per cent on all freight furnished by it in consideration of the Standard 
agreeing to equalize oil freights on the 4 trunk lines. 

"HI. That this agreement did not effect a discrimination even to that extent 
as against other shippers oviu’ the Pennsylvania R<ailroad prior to May 1,1878, 
because said shippers had contracts extending to that date, which were e.xceptod 
in the contract with the Standard. 

" ly. That the Pennsylvania Railroad was willing and offered to carry oil for 
all shippers on the same terms with the Standard, excepting only 10 per cent 
commission, for which it demanded like considerations. 

"V. That it did continue to carry for all shippers who did all their business 
over its line as low as for the Standard, commission included. 

" VI. That shippers not using the Pennsylvania Railroad were able, after May 
1. 1878, to get oil east by the Erie Canal lower than by rail, and shipped their oii 
by that route, in conse(pience of which the Pennsylvania Railroivd shippers were 
paying greater freight rates than other stuppers. 

“ VII. In consequence the Pennsylvania rate was ri'duced to tho.se who contin¬ 
ued to ship by that line 44i cents on refined, making tlie net r.ate $1, said 441 
cents being paid as rebate. 

"VIII. For the same reason, namely, to meet ('anal rates, in ,Iuly, 1878, the 
rate to those who shipped by rail was further reduced 30 cents, the 30c»nts being 
paid as a rebate, and refunded back to May 1, 1878. 

" IX. That these rebates were paid to all shippers who shipped (uitirely by rail, 
and were for the express purpose of putting them on an equality with those who 
shiimed by canal. 

" A. The same is true of the rebate allowed on crude oil during the same period, 
except 10 per cent paid to Standard and 32^ cents paid to the American Transfer 
Conmany, the latter being the pipe line’s share of a through rate. 

“ XI. That the rebates which were ijaid from May 1. 1878, to ecpialize rail and 
c<anal shipments were discontinued December 8 of the same year, when the canal 
wa.s closed. 

“XII. All payments'of rebates entirely c.e.a.sed March .'ll. 1879." 

The result of the testimony is that while there was a3i agreement for a 10 per 
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cent commission between the dates refeiTcd to there was in fact no discrimina¬ 
tion against shippers by the Pennsylvania Railroad; that the rebates jmid were 
paid to all shippers over that line, and that they were paid to put shippers by 
that line on an equality with shippers by canal. 

Q. (By Mr. Smyth.) You will make that a part of your testimony, will yon?— 
A. I will make that a part of my testimony, and I hope it will be in the record 
of the proceedings of this commission a.s simple final answers to these lusty old 
lies about the 15111,000,000 rebates, 

<^, (By Representative Livinoston,) You .say now, in your place as a witness, 
that there never have been any rebates in favor of the Standard Oil Company?— 
A. I am proceeding with the statement. 

Q. 1 understand you deny everything that has been said here before about 
rebates?—A. I will go right into that and be glad to answer quesfions about that. 

AS TO FAVORITISM IN BUYINO LUBRICATING OILS. 

Mr. Lee makes the statement that the railroad companies are now sy.stematically 
ndibed by their own officers f hrough the making of <liscriniinatory contracts with 
the Standard Oil Company for lubricating oils.' I had ni'ver heard of this allega¬ 
tion brought out here by Mr. Lee and some other witnesses until told before you. 
I want to deny it absolutely and entirely as being utterly untrue, and I challenge 
him to produce a scintilla of evidmice in .support of their allegations. 

Q. (By Mr. Jknks.) Perhaps you will note that Mr. Lee says that ho does not 
state that to be absolutely true, but it is a matter of belief with him.—A. It is 
the same old method—he does not know it to be true, and he can not .say it is true, 
and I challenge him to maki; any showing of any such thing at any place or any 
time. 

Q. You say it is not true?—A. I say it is not true. 

NO DISCRIMINATORY R.ATES. 

In answer to questions as to whether the Standard Oil Company is now receiv¬ 
ing discriminatory rates, he does not answer directly, but goes back to the 1889 
case,' in which the Standard Oil Coimiany was in no way involved; was not, 
indeed, in the case referred to by Mr. Leicand the same is true in a number of 
other ;’ases also. It was not shown that there was any discrimination in favor of 
the Standard Oil Company, and as a matter of fact the Standard Oil Company were 
not given any such discriminatory rates. I make that answer more .specifically 
with refi'rence to the ca.se of the period to which he referred, in amswer to the 
testimony at that time. 

Q. (By Mr. Smyth.) If there ha<l been any such rates, you would have known 
it?—A. I should have knowui it. 

Q. It would have been imi>ossible for any such rates to be in existence without 
your knowing it?—A. It would. Further, the cases referred to in Mr. Lee's testi¬ 
mony ' a.s pending in the United States court to recover discriminations ape really 
cases to recover f'ri'ight which tla^ railroad charged refiners on barrels. The Inter- 
.state Commerce Commission decided that railroads carrying both in tank care and 
in barrels should carry barrels free; and the railroads, refu.sing to accept such a 
deci.sion, are testing the (]uestion in the United .States court. It is fair to say that 
the same charge for carrying barrels was madi^ against the Standard Oil Com- 
jiany, and if the refiners are su(;cessful in recovering the Standard Oil Company 
will have a claim for a very large amount. 

Q. (By Mr. Jenks.) Against the railroads?—A. Wo shall be in the same posi¬ 
tion as tile other shippers if it is decided in the interest of the refiners. 

y. (By Mr. Smyth.) You will claim a rebate of the freight on the barrels of 
the refined?— A . Yes; we are in the same position as they are on that question. 
I may say, in my personal opinion, it is a most unjust decision for any court to 
make; but it is not for mo to decide it. 

In answer to impury as to whether the Standard Oil Company were paid rebates 
on shipments of other people, Mr. Lee answers in an untruthful and disingenuous 
way, and refers finally to the Rice Case as the only possible support of his asser¬ 
tion." The Rice Case will be fully answered in connection with the testimony of 
another witne.ss. ■ 

THK standard has strictly obeyed the INTERSTATE-COMMERCE LAW. 

It is fair to say here, however, and I will make this statement covering the 
entire ijne.stion of freight rates luior to the passage of the interstate-commerce 

' See p. Sltfl. See also Mr. Davis, p. 359; Mr. Rice, pp. 0119,7'K); Mr, Pane, pp. 750-7.59. 

S(‘0 p.^7. 

* StHi i». r>5d. 


STANDARD OIL COMBINATIONS:—ARCHliOLD. 


517 


law, in 1887, that the ehipment of oil or any considerable freight over the roads 
was a question of special contract. While tariffs were nominally issued, every 
shipper knew that a special contract could be had, and it was univers,ally the rule 
that special contracts were made for the shipmtmt of any considerable freight. 
Since the passage of the interstiite-commerce law we h,ave strictly obeyed it. I 
want to say further in this conne<dion that during the period before the passage 
of the interstate-commerce law every and any rate of freight was uniformly con¬ 
sidered in the fixing of prices at which the oil was sold. I want an exhibit—— 

Q. (Interrupting.) Are your books open to verify that statement?—A. To the 
very utmost. I have thought it worth while, in view of the hard downing of this 
old ghost, to go into some considerable collateral proof to show the falsity of the 
charges in reference to discriminatory rates. I now bog leave to submit to you, 
and I of cour.se will leave them with you- 

Q. (By Representative Livingston.) (Interrupting.) If you will pardon me 
just now—is there a suit pending or anytliing of the kind on the part of the 
Interstate (,'ommerce Commis.sion against the standard Oil Company for rebates 
now, or has there been since the passage of the act?—A. There have b(‘en various 
actions instituted regarding some special features of the carrying law, but I do 
not know that there are any now pending. I think they have all, so far as relates 
to our interest directly, been adjudicated. 

LETTERS FROM RAILROAD OFFICERS DENYING THAT THEIR ROADS GIVE PREFEREN¬ 
TIAL RATES TO THE STANDARD. 

I submit here, in answer to direct queries—and they are only a small part of the 
entire numbi'r I might liave had tor the asking—letters from prominent railroad 
officials repre.senting the railroails in this country. North, South, East, and 
West, answered on their own part and over tlieir own signatures, with refer¬ 
ence ti< the charge of discrimination in any way. These hdters are of the most 
specific character on this subject. I thought it be.st not simply to rest on our own 
denial on the charge of discrimination, but to leave tliese with you as collateral 
evidence of the falsity of these statements which our enemies and competitors in 
the business are continually making on this question. I will, with your permis¬ 
sion, read a list of these letters, and I will submit a map,' colored in lines, show¬ 
ing the different sections of the country reached by the railroads which are rep¬ 
resented in these letters, and which deny any preferential relations with the 
Standard Oil Company:' 

[Standard Oil Coinpany, 3d l^rnadway, Now York.] 

Deaii Sth: During May and June of this year tho Industrial Commission (a body 
appointed by Congi-ess) had a hearing in Washington, Before this body appeared 
a nnmbm- of oil producers and retiners who testified, generally, that it was their 
belief (hat the railroads of the United Stati's were giving the Standard Oil Com¬ 
pany and its intiu-ests many advantages on its shiinneuts of petroleum and its 
lirodnets as compared with tliose cjf othin- oil shipjiers. 

We are now and have been, as yon know, largo shippers of petroleum and its 
products over your rails, and wo would hi" glad if you would write me a letter 
stating as fnlly as you can whether or not, since the passage of the interstate- 
commerco law, you liave in any way given to the Standard Oil Company or any 
of its representatives any lower rati's of freight, either by direct tariff, rebate, 
nnderhilling, or in any way given to it or its representatives any advantages in 
the carriage of its shipments over your rails as again.st any other oil shipper. In 
other words, have not the Stafidanl Oil Company and its interests paid the same 
rate per KW pounds on its shipments, whether in'tank cars, carloads, or less than 
carloads, as you have charged other shippcr.s between the same points, and has 
there been since the passage of the interstate-commerce law, or is tliere now, 
any arrangement or device by which the Standard Oil Company have in any way 
received any advantage in the tran.sportation of its oil, per 100 pounds, as com¬ 
pared with any other shipper over your road between the same points? 

yoHi yonrself, have not full knowledge of the matter referred to, we would be 
glad if you would confer with your traffic department before answering. It may 
be that we will show this letter and your reply to the Industrial Commission, and 
would like for your reply to be as full and explicit as possible. Kindly reply at 
your earliest convenience and oblige, 

Yonrs, truly, Howard Page. 

‘ Omitted. a St'e Mr. Emery, i>p. fU2. (W3. 
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I will not weary yon, unless it is your desire, by reading all these letters, bnt I 
will read two or three of them. I will first read the list: Atchison, Tmeka and 
Santa Fe Railway, Paul Morton, second vice-president, Chicago, Ill.; Baltimore 
and Ohio Railroad, Oscar G. Murray, first vice-president, Baltimore, Md.; Boston 
and Maine Railroad, W. F. Berry, second vice-president and general manager, 
Boston, Mass.: Chicago and Alton Railroad, (!. A. Chappell, vice;mre8ident and 
general manager, Chicago. Ill.; (Chicago, Milwaukee and St. Paul Railway, A. J. 
Earling, second vice-president, Chicago, Ill.; (,’hicago, Burlington and Quincy 
Railroad, Thomas Miller, gc'neral freight agent, Chicago, Ill.; Cleveland, Cin¬ 
cinnati, Chicago and St. Louis Railway, E. E. (^ost, freight traffic manager, Cin¬ 
cinnati, Ohio; Delaware, Lackawanna and Western Railway, W. H. Truesdale, 
president. New York City, N. Y.; Erie Railroad, G. G. Cochran, fourth vice- 
president, New York City, N. Y.; Great Northern Railway, D. Miller, second 
vice-pn'sidciit, St. Paul, Minn.; Lake Shore and Michigan Southern Railway, 
W. H. Newman, president. Cleveland, Ohio; Louisville and Nashville Railroad, 
S. R. Knott, first vice-president, Louisville, Ky.; New York f?entral and Hudson 
River Railroad, S. R. Callaway, president. New York City, N. Y.; Northern 
Pacific Railway, C. S. Melleii. president, St. Paul, Minn.; Pennsylvania Rail¬ 
road, W. H. Joyce, freight traffic manager, Philadelphia, Pa.; St. Louis and ^n 
Francisco Railroad, D, B. Robinson, president, St. Louis, Mo.; Southern Pacific 
Company. J. C. Stubbs, third vice-president, San Francisco, Cal.: Southern Rail¬ 
way, J. M. Culp, traffic manager, Washington, D. C.; Union Pacific Railroad, 
H. G. Burt, president, Omaha, Nebr.; Waba.sh Railroad, S. B. Knight, general 
freight agent, St. Louis, Mo.; Western New York and Pennsylvania Railroad, 
E. T. Johnson, general freight agent, Biiffiilo, N. Y. 

I will read, if you please, first, as repre.senting the different sections of the 
country, a letter from the 'lew England States, Bo.ston and Maine Railroad: 


[BostoQ ati<l Maine Rtiiiroad, traffl<- <lepartinont.] 

Boston, Maks.. Augimt 7.9, 7.9.9.9. 

Dkak Sin; Replying to your esteemed favor of the 1.5th instant, you ask me 
to state whether or not since the jiassage of the interstate commerce law the 
Bo.ston and Maine Railro.ad have in anyway given to the Standard Oil Company, 
or any of its repre.sentatives, any lower rate fif freight either by direct tariff, 
rebate, or underbilling than has been openly cpioted to all other shippers of oil, 
and I am ple.aseil to be able to .st.ate that we have not. 

Yours, truly, 

W. F. Berry, 

.Second Vice-Prexidenf <inil General Traffic Manager. 

Mr. Howard Paoe, 

X Broadway. New Y(rrlc, N. 1'. 


[Chica^io and Alton Railr<>ad Company, C. A. Chappell, vire-proaldent and gonoral manager.] 

CuiCACiO, Il.L., xiugUHt 17,1S90. 

Dear Sir: I take pleasure in stating to you, as I have frequently stated to 
others, and am willing to state before the Interstate Commerce Commission, or 
any other authority, that, in my .judgment, the Standard Oil Company has obeyed 
the interstate law better than any other large shipper in the country. 

So far as the Chicago and Alton is concerned, the Standard Oil Company has 
not only declined to accept concessions of any name or nature, but has used its 
influence with the railroads to maintain agreed and tariff rates, and there has 
been no arrangement, device, or any other plan by which the Standard Oil Com¬ 
pany received less rates than other shippers. The rates granted the Standard Oil 
Company have tieen the same that all other oil shipjiers have had, whether in 
tank cars, carloads, or less than carloads. 

I have frequently stated to the Interstate Commerce Commission, and to others, 
that if all the largo shippers of the country would cooperate in the enforcement 
of the interstate law, as the Standard Oil Company has done, wo would have an 
ideal condition. 

Yours, very truly, C. A. Chappell, 

Vice-President and General Manager. 

Mr. Howard Page, 

Standard Oil Company, New York. 
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[tionlsvllle and Nashville Railivjad Company, offlco of the first vico-president.] 

Liwisviij.k, Ky.. Amjust 10,1S99. 

Dbak Sir; Please refer to your favor of the 15th instant. 

Having been since January, 1888, in one po.sition or another, charged with the 
direct supervision of the traffic affairs of the Louisville and Nashville Company, 
and having been for several years prior to that time directly connected with that 
department of the company’s business, I feel I am in position to speak most 
antboritatively upon the subject mentioned in,your letter. 

I beg to say that the Louisville and Nashville Railroad Company has not in any 
way given the Standard Oil Company, or any of its representativiss or allied inter¬ 
ests, any lower rates of freight, either by direct tariff, reliate. refund, nnderbill- 
ing, or any other subterfuge or device, than it was at the same time extending to 
any and all other shippers handling the sam(> or similar tiuffic and snbjeirt to the 
same rules, regulations, and conditions. In other words, the Standard (Ml Coin- 
pany has been required to pay and has paid to the Louisville and Nashville Rail¬ 
road Company the same <;harges for the same transportation rendered as ,any other 
shijiper, and there is no arrangement between it or ;iny of its agents and the 
Louisville an(l Nashville Railroad Company by which any advant;ig<; a(;crues to it 
over any other shipper handling similar traffic between the .same points over this 
company’s rails. 

Yours, truly, S. R. Knott, 

Fini Vici'-Prcsident. 

Mr. Howard Page, 

Standard Oil Company, New York. 


[Tho Atebison, Topt'ka aud Santa Fo Railway System, Great Nortln'm Building, 77 ,Ta<;kHon 
street, (Ihictigf), He<-<,ud vice-president's 


August 17,189!i. 

GF.NTLBMEN: It is with a great deal of ]ileasure and satisfaction that I write you 
in regard to the general belief that the railroads of the Cnited States are giving 
tho Standard Oil Company and its interests many advantages on its shijnnents of 
petroleum and its products as compared with shipments of other (lil producers. 

For nearly four years 1 have had charge of tin; treiglit bnsine.ss of tliis comp.any, 
and never in all that time has tin) Standard Oil Company's representatives ask(*d 
for, or received, bettiir rates than other shipiiors of oil seiitire. Front my own 
experience I know that the Standard Oil Company does not ask for rebates, aud 
I know further that the chief aim of tho treiglit representatives of your company 
has been to have the railroads of the Wi'st absolutely maintain the tariff. 1 wish 
that other large shippers would take the same po.sition in regard to this matter 
that your company does. If the terrible pressure from gigantic shippers for 
inside rates could be relieved the transportation problem of the country would be 
a very easy one to solve. 

The position of your company in not a.skiug for siiecial rates, and in declining 
to receive rebates, and its effort to keep the rates on oil and its products u]), has 
licen a common topic of discussion among western traffic men ever since the 
interstate commerce law became enacted. 

I take this occ,aaion to thank you, on behalf of the rtiilrotid 1 reiiresent, for the 
broad-gauged position that you have taken in this m.atter. 

Yours, truly, 

1’aui, Morton, 
Second Vice-Fn"iide7d. 

Standard Oil Company, 

New York City. 


[Groat Northorn Railway Company, office of Hocoml vico-prosidont.] 

St. Paul, Minn.. Aiaju.d t.<t99. 

Dear Sir: Replying to your favor of the 15th instant, 1 herewith hand you a 
letter from our general traffic manager, Mr. F. B. Clarke, under date of the 21st 
instant, which, 1 think, covers your inquiry fully so far as this company is con¬ 
cerned. 
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I have no hesitancy in stating that since my connection with this company, in 
November last, the Standard ()il Company have paid the full legal tariff on all 
shipments made by it over this line, and there have been no arrangements by 
which any less rates were secured. 

I can also make the same statement with regard to the shipments of the Stand¬ 
ard Oil Company ovin- the Missouri, Kansas and Texas Railroad during my con¬ 
nection with that road, from May, lS!l.'i, to November, 1898. 

If there is any further information desired, kindly advise and I will take pleas- 
ur<' in furnishing same. 

Yours, truly, 

D. Miller, 
Second Vice-Preindent. 

Mr. Howard Page, 

Standard Oil Comjxinj/, Xrtc York City. 


[Or<‘nt Nortlirni Rail way, trafHf 

St. Paul, Minn., AngnstH, 1S09. 

Dear Sir: Referring to the inclosed incpiiry from the Standard Oil Company 
with respect to the rates charged on shipments forwarded over the Great Northern 
Railway since the pas.sage of the interstate commerce law. 

My connection with this company dates from December, 189B, since which time 
I know personally that the Standard Oil Company has paid our company full 
tariff rates on all shipments we have carried for them. I have made iiKjuiry of 
those connected with thegeneral freight department who were in the service prior 
to my connection with the company and who have had opportunities to know what 
rates were being charged on the shipments of the Standard Oil Comiiany, and 
have received as.snrances that the Standard Oil Company has always jiaid our 
company the full pnblislnsl tariff rates on their shipments, and that we have yet 
to receive the first intimation that the Standard Oil Company ilesired less than 
the published tariff rates charged other shippers of the same class of goods. 
Yours, truly, 

F. B. Clarke, 
General Traffic Manager. 

Mr. D. Miller, 

Second Vice-Presiden t. 


[Eru! laiilrojid C’ouiitiiny, 21 Certlaudt street, New York.] 

Auoust 39, 1899. 

Dear Sir; In answer to your letter of the 1.5th instant to President Thomas, I 
desire to say,in his absence, that the Standard Oil Com])any has evinced the 
strongest dispo.sition to cooperate with the railroa<l companies to the e.xtent of 
paying fair and reasonable rates for transportation of all of its products ba.sed 
U|K)n and in conformity with the interstate commerce act , anil based on my own 
knowledge and information obtained from other officers of this compiiny that siiid 
Standard Gil Comiiany Inis not beim afforded lower rates of freight upon such 
traffic than the tariffs open to and offered for the carriage of like products between 
the same points to any other shii)pcr.s of oil over this company’s lines. 

Yours, truly. 

Geo. G. Cochran, 

Fourlh Vke-l’reeidenl. 

Mr. Howard Paoe, 

2C Broadway, City. 


[Delaware, Ijaekawanim ami Western Kailnwiil Company, ofllee of presiilent.J 

August 23,1899. 

Dear Sir: I noted with some interest that during a hearing before the Indus¬ 
trial Commission in Washington during May and .lune of this year certain par¬ 
ties appeared before that liody who testified in a general way that they believed 
that the railroad companies of the United States were giving the Standard Oil 
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Company, or its interests, many advantages on its shipments of petroleum oil and 
it^rcxlucts over those accorded other shippers of similar commodities. 

These statements or this testimony, if it may bo so considered, is so much at 
variance with the facts and the truth as I know them to be that I feel compelled 
to -HTite yon and state the facts as I know them to exist, and to say that I am 
willing you should make such use of this letter as you may desire in refuting tho 
false statements referred to. 

This company lias not since the passage of the interstate, commerce act. so 
called, given the Standard Oil Company or any of its interests or anyone for it 
any reduced rates or advantages of any character whatever on its shipments of 
petroleum oil and its jirodncts different or in any way more favorable than was 
at tho same time accorded other .shippers of .similar commodities. As I amadvi.sed 
by our peoph;. no one for the Standard Oil Company has since the passage of said 
act over solicited any concession in any way. shape, or form from the regular, 
established rates, rules, and regulations governing the tran.sportation of petroleum 
oil and its products. 

Furthermore, I take pleasure in certifying that at the time of the passage of 
the interstate commerce act and until 1804 1 was in charge of the Minneapolis and 
St. Louis Railway, and from 1804 until 18!)!) was vice-president and general man¬ 
ager of the Chicago, Rock Island and Pacific Railway Company in charge of its 
freight traffic; that during my connection with the Minneajiolis and St. Louis 
and tho Chicago, Rock Island and Pacific railways, as aforesaid, neither of those 
companies (!ver granted to the Standard Oil Companv or anyone in its interests 
or for it any conces.sions from the regular, established rates on its shipments of 
potroleum oil and its products, nor did any official of the Standard Oil Company, 
or anyone else in its interests, ever a.sk .special rates or advantages on its ship¬ 
ments, as against those accorded olln-r shippers of the same commodities. 

Should it be found neeswsary or desirable to have tlie foregoing statement of 
facts put in the shape of an affidavit or deposition 1 sliall be very much pleased 
indeed to put niy knowledge of this matter in that shape and place it at your dis¬ 
posal for such use as you deem best. 

Yours, truly. ' W. H. Tkuesdale, 

President. 

Mr. How.iitn Pauk, 

Standard Oil Company, 26 Broadway, City. 


[Clevoland, Cincinniiti, Chicago and .St. Louis Railway Coiupany.] 

AudliST S8, 1899. 

Dear Sir; I Imve your letter of the I'lth in relation to certain te.stimony that 
was given before the Industrial Commission during May and June of this year 
regarding shipments of petroleum and its products. 

If I mistake not, this company is the recipient of a fair .share of the traffic 
shipped by your company in all directions, and we can most positively state, and 
arc prepared to support same liy an affidavit, that we liavi! not, since the inception 
of tho interstate law, paid the Standard Oil Company or any of its agents or 
br.aiiches in any manner, shape, or form one mill for the iturpose of influencing 
business via our lino, and that the Standard Oil Company have paid full tariff 
rates on all shipments over the line of the Cleveland, Cincinnati, Chicago, and 
St. Louis Railway, whether in tanks, carloads, or less than carloads. 

I do not know what further I can say on this subject, only that if the other 
large shiiiping interests would pursue tlie same policy as the Standard Oil Com¬ 
pany in relation to the strict maintenance of published rates, it would eliminate 
the strife and contention among the railroad companies which often produces 
unhealthy competition and ruinous rates. 

Very truly, yours, E. F. Cost. 

Mr. Howard Page, 

X Broadway, New York, 


[Chicago, Milwaukee and St. Paul Railway Company, office of second vice-proaidont.] 

o T , Chicago, August is, ISM. 

Dear oir ; In the absence of President Miller your letter of the 15th instant ha.s 
been handed to me. In reply I desire to say that since the passage of the inter¬ 
state commerce act tho Chicago, Milwaukee and St. Paul Railway has carrii'd a 
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satisfactory share of the business of the Standard Oil Company to all competitive 
points reached by its lines, and I also desire to say that the mil, lawfully publish^ 
tariff rates have at all times been exacted, and that no concessions or deviations 
from such lawfully published rates have been granted by this company in any 
manner or by any device whatsoever: nor has the Standard Oil Company asked 
for any concessions or suggested any deviations from the lawfully publimied tariffs. 
I wi.sh. further, to state that there has been no di.scrimination practiced by this 
company in connection with the business of the Standard Oil Cbmpany and that 
of other shippers of petroleum and its products. 

Yours, truly, A. J. Earmno, 

Second Vice-President. 

Mr. Howard Page. 

Standard Oil Company, id Broadway, New York City. 


[Chicago, Burlington and (Quincy Railroad Company, general freight dopartmont.] 


Chicaoo, August 22, ISM, 

Dear Sir; Answering your letter of the 1.5th instant, I have to say that there 
never has been a request made by anyone representing the Standard Oil Company 
since the passage of the interstate-commerce law for a reduction in our tariff 
rates, directly or indirectly, either by tariff, rebate, nnderbilling, or otherwise, 
and no concessions have been made by this <;ompany of any character whatsoever 
on the business transported by us for account of the Standard Oil Company. It 
has all been done at published tariff rates, which are open to the inspection of 
everybody. 

Yours, truly, Thos. Miiaer, 


Mr. Howard Paoe, 

Standard Oil Company, New York. 


General Freight Agent. 


[Tbo Baltimore and Ohio Railroad (Vimpany.] 


BaLTIMOKE. Md., August 22, 1S00. 

Dear Sir: Replying to your favor of August 10, in rehation to rates charged to 
and collected from the Standard Oil Company on their shipments of oil over the 
road, we invite your attention to next-attached communication from our manager 
freight traffic, Mr. Wight. 

With reference to the Cleveland, Cincinnati, Chicago and St. Louis road, as you 
know, it has been a number of years since my connection with that company was 
severed, and it is therefore suggested you take the matter up direct with them. 
Yours, very truly, 

Oscar O. Murray, 

First Vice-President. 

Mr. Howard Page, 

Standard Oil Company, New York, N. Y. 


[The Baltimore and Ohio Railroad. <jflir« of manager of freight traffic.] 

Baltimore, August 21, ISM, 

Dear Sir; With return of attached letter from Mr. Howard Page, of the 
Standard Oil Company, would advise that since the interstate-commerce law 
became effective the Baltimore and Ohio Railroad has not to my knowledge given 
the Standard Oil Company or any of its repre.sentativea any rate less than pub¬ 
lished tariffs on oil. whether in tank cars or barrels or by any subterfuge what¬ 
ever, all such tariffs bein^ filed with the commission and the rates named therein 
being applicable on all shipments, whether made by the Standard Oil Company or 
its competitors. 

Yours, truly, C. S. Wight, 

Manager Freight Traffic. 

Oscar G. Murray, Esq., 

First Vice-President. 
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[Western New Y<n*k and Pcnnsylvunia Railway Company, general freight department, Mooney- 

Brislmno iinililing.j 

Bufkai. 0 , N. Y., August 29, 1S99. 

Dear Sir; I am in receiiit of yonr letter of 22cl instant, relative to testimony 
given by Oil Creek producers and refiners before the Industrial Commis-sion in 
Washington. 

In I’epiy to your letter would say tliat on any ahipracnhs of [lotroleum or its 
prodncts forwarded by the Standard Oil Company, from or via Western New 
York and Pennsylvania Railway, the Standard Oil Company have not and are not 
obtaining any advantage in any way, shape, or manner as compared with other 
shippers of petroleum and its pi’oducts. The shiiiments of the Standard Oil Com- 
[iany are charged exactly the same rates and the same weights as the shipments 
of any producer or refiner between the same points, and no lower rates are given 
the Standard Oil Company, or to any of its representatives, or through any other 
[larty, either through tariff, rebate, underbilling in ijuantity or in weight, or 
through any device whatever; and tlie charges on such shipments against tlie 
Standard Oil Comiiany Iiave been upon exactly the same basis between the same 
points as charged any other refiner or producer .since the interstate-commerce 
law was put in force. 

If it is desired I am willing to appear before any United States commissioner 
in Buffalo and make affidavit to the above facts. 

Yours, truly, Edward T, Johnson, 

General Freight Agent. 

Mr. Howard Paoe, 

26 lin/adway, New York City. 


[Tho Waluisli Riulroad ('oinimny.l 

St. Louis, August IS, 1S99. 

Dear Sir: I note that in the course of the inve.stigation before the Industrial 
Commission, during May and June of tliis year, evidence was submitted to the 
effect that the Standard Oil Com]iaiiy had received advantages in the shipment of 
petroleum and its products as compared with other oil shippers. 

I do not understand that specific reference was made to any railroads thus favor¬ 
ing the Standard Oil Comiiany, but 1 would like to testify in defense of the 
Wabash Railroad Company tliat we have not (.ontributed in a discriminatory 
manner to tlie Standard Oil Company, and that we have not since April .'i. 188T— 
when the interstate-commerce law became effective—deviated from our published 
tariffs in the way of rebates or irregular departure from said tariff in a single 
instance in the handling of shipments of the Standard Oil Company. We have 
had but one tariff, which applies alike to all oil shipments handled by the Wabash 
Railroad Oomiiany from that period up to the present time. 

Yours, truly, S. B. Knioiit. 

General Freight Agent. 

Mr. Howard Paoe, 

Staiukird Oil Company. 2i: Broadway, Netv York. 


[Union Pncitlr Railroiul Cempany. offlco ef president.] 

Omaha, Nebr., August 25, 1S99. 

My Dear Sir: Returning to Omaha after an absence, I find your letter of the 
l.lth instant. 

In reply permit me to say that as far as my personal knowledge is concerned, 
and from all the information I am able to obtain from other officers of this com¬ 
pany , the Standard Oil Comjiany has at all times since the passage of the inter- 
state-commerce act evinced the strongest disposition to cooperate heartily with 
the railroads to the extent of paying fair and reasonable rates for transportation 
of all of its products. I am unaware that the Standard Oil Company has been in 
any manner afforded lower rates of freight than the tariffs open to and offered 
for the carriage of like products for any other shippers of oil over this company’s 
lines. 

Yours, truly, 

Mr. Howard Paoe, 

Standard Oil Company, New York City. 


Horace G. Burt, President. 
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[Northern Pacific Railway (.'ompany, offlco of the proaident, St. Paul, Minn.] 

New York, August US, 1899. 

Dear Sir; In reply to yonr favor of August 15,1 take pleasure in saying that 
so far as the Northern Pacific road is concerned it has not in any way allowed 
yon any rebate or concession on your shipments of oil as compared with any 
other shipper of oil between the same points; and there is no arrangement or 
understanding, expressed or implied, by which you receive any concession or con¬ 
sideration not open to every other shipper of the same commodities between the 
same points upon our line. 

The same is also true, so far as I can recall, with regard to the relation of your 
company with the New York, New Haven and Hartford Railroad, during the time 
I was connected with the same as second vice-president, in charge of its traffic. 
Yours, truly, 

C. S. Mellen, President. 

Mr. Howard Paoe, 

£0 Broadway, New York City. 


[Southern Railway Comiainy, offlco of the traffic manaKor. J 

Washington, D. C., August I'l, 1899. 

Dear Sir: Replying to your favor of the 15th instant: Since the organization 
of the Southern Railway Company I have been in charge, as traffic manager, of it.s 
traffic interests, including the establishment and promulgation of all rates used 
l)y it in the transportation of iiassengers and freight oyer it.s line of railway, and 
l am prejiared to say, unhesitatingly and without (iualification,that the Southern 
Railway Company has at no time ^ven to the Standard Oil Company, or any of 
its representatives, any lower rates of freight in the carriage of shipments made 
by that comi>any over our rails, either by direct tariff, refund, or otherwise, than 
to any other shippers of similar commodities. 

Our rates, as issued from time to time, are pnbli.shcd and filed with the Inter¬ 
state Commerce Commission, and with the several commissions of States traversed 
by the Southern Railway, and the Standard Oil Comiiany has in no instance been 
given the benefit of anything less than the rates so published and filed with these 
commissions, and which are the same figures as are charged all other shippers of 
jictroleum and its products. 

The policy pursued by the Southern Railway Company i.s to treat all of its 
patrons alike, and to fully observe its obligations under the law, and this policy 
applies as well to shipments of petroleum as to other classes of freight between 
points on our line. 

Yours, truly, 

J. M. Culp, Traffic Mauager. 

Mr. Howard Page. 

X Broadway, New York. 


[8t. Louis anil Sun Franciwo Kailnuul C'omiiany.] 

St. IjOUIS, Mo.. August X, 1899. 

Dear Sir: Absence from home has prevented an earlier reply to yours ,)f the 
1.5th instant. 

Since the passage of the interstate commerce law there has been no time that 
the Standard Oil Company, or any of its subordinate companies, have enjoyed 
any lower basis of rates on the business handled by our line than that which has 
been charged all other oil companies doing business with us. This statement is 
made absolutely, and without qualifications of any kind or character. 

In all of our dealings with the Standard Oil Company we have found it to be 
the rule that they have never in any instance asked us for any lower basis of 
rates than was enjoyed by any other company. 

Yours, very truly. 

D. B. Robinson, President. 

Howard Page, 

Standard Oil Company, Neto York City. 
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[Southern Pat'iflc Company. Office of the third vice-president.] 

San Francisco, Augunt 2S, 1899. 

' Dear Sir ; I am in receipt of your letter of August 15, in which you refer to 
the Industrial Commission which recently met in Washington, and before wliich 
apiwared a number of oil producers and refiners, who testified generally that it 
was their belief that the railroads of the United States were giving the Standard 
Oil Company and its interests many advantages on its shipments of petroleum 
and its products as compared with those of other oil shippers. 

I respond to your invitation to state the facts bearing upon this question in its 
relation to the Southeni Pacific Company, not only because I Ixdicwu the Standard 
Oil Company is entitled to it, but I Wieve that it is my duty to my own com¬ 
pany and to the railroad interests of the United States that these facts should be 
published. 

Since the passage of the interstate commerce law, the Standard Oil Company 
has not s<dicited nor received from the Southern Pacific Company any lower rate 
of freight for the transportation of oil or of the product.s of petroleum, or any¬ 
thing else in wliich the Standard Oil Company deals, than the Lawful, published 
tariff rates, which at the same time were given to every other .shipper of like 
commodities for similar and contemporaneous service, nor has the HtamLard Oil 
Company, in its use of the transiiortation lines of the Southern Pacific Company, 
employed any device such as misreiiresentation of the contents of packages or 
cars or under-billing in weights in order to avoid the tariff or to gain advantages 
over its competitors. I say that the Standard Oil Company has not employed 
these devices because it has not been detected in any such attempts, and our 
system of inspection has been such that I do not bidieve such attempts could 
have e.scaped detection. In other words, according to my observation and expe¬ 
rience, and I have full knowledge of its transaidions with the Southern Pacific 
Company, the Standard Oil Company has obeyed the law in its spirit as well as 
letter. 

Yours, truly, J. C. Stubbs, 

Third Vice-President. 

Mr. Howako Page, 

Standard Oil Company,Broadway, New York. 


[The Lake Shore and Michigan Southern Railway Company.] 


Clkvei.anp, Ohio, Anymt 17,1S99. 

Dear Sir: Replying to your favor under date 1 rub, relating to rates charged 
Standard Oil Comitany on traffic as compared with charges on similar traffic from 
other shi])pers. 

The Lake Shore Company does not now, and has not heretofore, so far as can 
be ascertiiined from the records for a period of years, charged the Standard Oil 
Company any less rate per hundred imunds on its property, whether oil or prod¬ 
ucts, in tanks or barrels, carloads or less, than charged to the trade in general on 
stich property; in other words, the Standard Oil Company has not received any 
lower rates on the vast traffic handled by that company than other shippers of the 
.same commodities, regardless of quantity. 

I would further state that the Standard Oil Company, nor its representatives, 
have at any time asked that wo give them any form of concession, but, on the 
other hand, have insisted that the full authorized tariff rates bo charged on its 
shipments, and that all other shippers of similar commodities be treated likewLse. 

The conditions in that resriect do not differ from the practice during the time 
I was connected with the Chicago and Northwestern Railway, as the Standard 
Company insisted then, as it does now, on application of the tariff rates on all 
shipments of petroleum and its products. 

Very respectfully, yours. 


W. H. Newman, President. 


Mr, Howard Paoe, 

Vice-President Standard Oil Company, New York City. 
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[New York Central and Hudson River Railroad Company, Grand Central Station.] 

New York, August 17,1S99. 

Dear Sir; Referring to yonr letter of thel.lth instant, you may state explicitly, 
for this company, and also for the Lake Shore and Michigan Southern Railway 
Company, of which I was president and am now a director, that no discrimination 
in the matter of rates has heen. since the passage of the interstate law, extended 
in favor of the Standard Oil Company over either of these lines. So far as my 
knowledge goes, no application has ever been made by any of the oiBcers of the 
Standard Oil Company for any discriminating rate. 

Yours, truly, 

S. R. Callaway, President. 

Mr. Howard Page, 

The Standard Oil Company, New York City. 


[Pennsylvania Railroad ConiiMiny, Oouoral 

PniLADRi.PIllA, August 28,1899. 

My Dear Mr. Page: In reply to your inquiry, in which you call my attention 
to statements in the new.spapers relating to the inquiry of the Industrial Commis- • 
sion, in which statements witnesses say ttiat the railroad companies pay rebates 
to the Standard Oil Company and permit preferences by under-gauging tank cars 
and by paying fictitious prices for oil supplies. I beg to say tliatif said assertions 
are meant to ajiply to this company, in its relation to the Standard Oil Company, 
they are wholly groundless and without foundation in fact. 

Yours, truly, 

W. H. Joyce, 

Freight Trcjjic Manager. 

Mr. Howard Paoe, 

2(1 Broadway, New York City. 


NO PREFERENTIAL REI.ATIONS SINCE 1887. DISCRIMINATIONS INJURED THE 
STANDARD. 

Q. (By Mr. Smyth.) You state very plainly that there were no rebates or 
advantages in rates given to the Standard Oil Comiiany. Have you been given 
any advantages with reference to (luicker movement of freight—immediate dis¬ 
patch?—A. None that I am aware of. 

Q. You have not asked tor any?—A. We have not asked for any. I do not 
know of any such preferential arrangements. 

(^. (By Mr. Jenks. ) Is this a general statement you make that covers the entire 
period since the passage of the interstate commerce law?—A. Yes. 

Q. That the Standard Oil Company has in no way had any preferential rela¬ 
tions in freights?—A. That is my answer. 

Q. Preferential relations would seem to cover it? With referemai to the iieriod 
immediately preceding that, you state that before that time for some years the 
freight rates to all large shippers were made by .special contract, and that you 
did have special rates then?—A. Yes. 

Q. Did I understand you to say further that so far as the Standard Oil Com¬ 
pany was concerned the prices to consumers were based uiion freight rates in 
part, so that consumers received the benefits of any benefits you had?—A. I make 
that statement very broadly. 

Q. You make that statement very broadly, then, that the Standard Oil Com¬ 
pany did not receive any benefit in preferential rates?—A. On the other hand, I 
think the old system in vogue among the railroads prior to the passage of the 
interstate-commerce law was altogether contrary to the interests of the Standard 
Oil Company. I repeat again that the strongest evidence of that lies in the state¬ 
ment that I have made here, that the greatest prosperity has come since the 
passage of the interstate-commerce law. 

Q. (By Representative Livingston.) In your answer a moment ago you said, 
“ Not in any way covered by interstate-commerce law."' Are you getting rebates 
in any way not covered by this law?—We are not. There may bo liHial ship¬ 
ments, as between some points within a State where tariffs are not isssued, that 
1 am not familiar with at all,^ but not to my knowledge in any way that would 
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debar any other shippew in the same business, if there was another shipper there, 
having the same thing. 

Q. There is some specific testimony that in some place on the Pennsylvania 
Central, between two given points, the charge on a tank of oil was $1.80, and 
that the Standard Oil Company got, or the railroads gave back, the 80 cents and 
pnt the $1 into their treasury, and with the independent company kept the whole 
$1.80.—A. I do not know of any such case. 

Q. Would that lie a violation of the interstate-commerce law?—A. If within 
the State it might not be; but I have never heard of any such case as you say. 

Q. You say they charge them all the same rates?—A. Every shipper could have 
had the same thing. To my own knowledge I do not know of the case you spe¬ 
cifically refer to. 

Q. (By Mr. FarQUHAr.) Are there not many railroads not under the interstate- 
commerce law. whose lines are within a State, and which are not in the inteistate- 
commerce business?—A. There may be, but 1 do not know. I do not know, on 
our part, of any arrangement that would be exclusive in connection with any 
such railro,ad, if there is such. 

Q. (By Mr. Jenks.) Have you any further reference to make to this freight 
question?—A. I think that is all. 

(By Mr. Kennedy.) In one of the.se letters your correspondent spoke of your 
policy ill refusing rebates. Have any of the railroad companies offered the Stand¬ 
ard ()il Company rebates in consideration of securing their business?—A. Well, 
that would he a very difficult question for me to go into. That the Standard Oil 
Company during the past 10 or 11 years, since the passage of the interstate- 
commerce law, have not secured large amounts of rebates is true; but that they 
may have been offered rebates at times is undoubtedly true; but 1 have no specific 
cases to state. It is one of our duties to keep looking after our competitors a 
little bit, and we are so shining a mark we could not if we were so disposed, but 
we would not, even if wo could and it we were desirous, which we are not. 

Q. (By Mr. Smyth.) You state positively that you did not accept them in general 
and have not aia-epted them?—A. We have not and do not expect to accept them. 

Q. (By Mr. Jenks. ) Your statement applies also to your shipments within a 
State?—A. Yes; and I speak of them in a general way—that we have no rates that 
would debar any other shippers from the same basis.' 

Q. (By Mr. Farql'IIAR. ) Under the old rule of special contracts, is it or is it not 
a fact that the Standard or atiy other great company never needs to .solicit special 
contracts from great roads, but that the railroads, competing among themselves, 
offer the shipping contracts and then cut below their original contracts them¬ 
selves?—A. 1J nquestionably. 

Q. That was the character of all traffic business before the intershite-commerce 
bill?—A. It was. 

Q. (By Mr. Smyth.) That was proved by the case of the Pennsylvania Railroad 
yon have spoken of when you shipped by the Erie Canal? (Question not an.swered.) 

Q. (By Mr. I’hii.lips.) Do wo understand you, Mr. Archbold, that large shippers 
never solicited low rates—that they were always solicited on the part of the rail¬ 
roads?—A. I answered that cpiestion by .saying that a business as large as ours is 
sought for by railroads. I do not say other shippers do not solicit rates; I have 
no doubt they secure them. 

Q. (By Mr. J enks. ) In one of the letters you read a statement was made to this 
effect—that the Standard Oil Company, by not asking for rebates and adhering 
strictly to the established or published freight rates, had aided in keeping the 
freights up. Is it your opinion that the railroads, generally speaking, feel that 
the Standard Oil Company is aiding them in keeping their freights up, so as to 
make them good paying railroads?—A. That is true, and the railroads will say so 
if they are frank enough to say so. Any of you who have contracts with the 
great railroads in this country, if you will talk with them on that subject, will 
find that to be the case. 

Q. (Ey Mr. Phillips.) How will keeping the rates up affect the general pub¬ 
lic? Is tliat in their interest?—A. It is to the interest of the general public to 
have a uniformity of rates under the interstate-commerce law, as the public con¬ 
sider it. 

Q. (By Mr. Smyth.) You are in favor of the interstate-commerce law?—A. I 
am, most decidedly.' 

Q. (By Mr. Ratchpord.) Mr. Archbold has made himself very clear, I think, 
on the question of rebates on the shipments of the Standard Oil Comiiany. We 
have received sp^ific testimony to the effect that the Standard Oil Company 
received rebates from the shipments of other companies. What do you know of 
that?—A. I will treat on all that matter later if you will allow me. 
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THE (T)NSUMEBS OOT ALL REBATES AND MORE. 

Q. (By Mr. Phillips.) You stated, if the Chair remembers,that since the pas¬ 
sage of the inter.state-i'ommerce law your profits have been greater than they 
were prior to that. Now, was that due to the pas.sage of the interstate-commerce 
law, or on account of the larger business and less competition?—A. Well, I think 
th.'it one of the causes—a number of causes may have (.'omhined in the growth of 
the business—but one of the cauae.s is the better settled conditisn of business inci¬ 
dent to the iiassage of the interstaticcommerce law. I think that my as.sertion 
that the consumer was given init rates of freight is not only true, but that tiie 
effect was greater than I have stated it; for, in the strain, the anxiety, that the 
manufacturer was neces.sarily under lest his neighbor, his competitor, might get 
a lower rate than he was getting, they wen; always all very anxious sellers of oil. 
I think that oftentimes the price was made lower than it needftl to be because of 
the belief or exiiectation that lower rates of fi-eight wore either prevailing or 
might prevail. I think ihe business was .sacrificed on that account. 

y. But you do not wish to leave the impression that your greater income or 
gi-eater profits are due to the interstate-commerce law?—A. Oh, no; business has 
gl'own. 

Q. And comi>otition has not been .so great?—A. Oh, I think competition has 
been (piite as vigorous. 

PRIt:ES (IP REFLNEI) OIL IN NEW YORK. AND oK CRUDE, IN 1896. 

Mr. Lee made the statement.‘ as to the course of prices for domestic refined 
oil for New York, or Greater New York, during the period from March, 1896, to 
.luly, 1898,1 think it was, that the Pure Oil Company, the company with which 
he is related, having made its advmit in the market of Greater New York in 
March of 1896, found the price which we were charging to the people of that great 
metropolis to b(‘ 9.1 cents a gallon, and that because of their advent and of their 
supposed competition we dropjied the iirices on them until in .July of the same 
year it was .J.l cents. He spoke of this not only as illustrating our method of attack 
as against the competitor, b.it, I believe, claimed some credit from the people of 
Greater New York to the Pure Oil Company because of their advent there, I 
will read from the list prices of the period named as they prevailed at the time 
and show that, to all the trade in Greater New York ami its vicinity, in March, 
1896, our .selling price averaged for the month 7.98 cents, as against his statement 
of 91 cents. 

Q. In that immediate territory?—A. In that immediate territory. 

Q. (By Mr. Phillips.) W.as that immodiately before or at the time of the 
advent of the Pure Oil Company?—A. Their advent there was in March, accord¬ 
ing to his statement. 

Q. Can you give us the statement of the month prior to that?—A. I made it 
only for the period covered by him in his testimony. I can give you the other. 
And I will also ijiioto from that statement as showing the relation between the 
two—the crude-oil pi'ices as they prevailed. In March the average price of crude 
oil per barrel of 49 gallons at the wells was ,81.49. In Aiiril our price was 7.31 
cents, the average price of cmde oil being $1.99. In May the average price of 
refined was 6.94 cents, and this average price of crude was $1.14. In ,Iune the 
average price of refined was 6.79 cents, and the price of crude $1.1,5. In .Inly, the 
average price was 6.93 cents, and the price of crude $1.09. It is only an illustra¬ 
tion of the carelessne.ss which marks the statements which our competitor a make, 
with reference to any feature of the business in which they want to make a point. 

Q, (By Mr. Phillips.) One (piestiou there; did you sell any oil in Mairch as 
high as 9 cent.s?—A. I mve the average prices. 

Q. Was there any other selling price?—A. I should say not, because there could 
not be an average of that. 

Q. It could be sold at 10 or 11 cents in the beginning and 3 or 4 cents at the 
close?—A. The following month would show that. 

ANY OREAT VARIATION IN PRICE IN ANY LOCALITY WOULD BE SPEEDILY KNOWN 
AND WOULD BE DISHONEST. 

Q. (By Mr. Jenks.) You give thc.se average prices for Greater New York. 
The statement has been made at different times that it is your habit in dealing 
with the customers of competitors to find out the individual customers and make 
special cut rates to them. It might easily be, therefore, that your average price 
would be what you have given, and that to a good many special customers, with 
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whom the Pure Oil Company was tryinp; to deal, it would he 5i cents?—A. I can 
not make any definite statement, but 1 would reply that it would bo utterly 
impossible for us to have any great variation in pric* to any special customers in 
any locality. It would be seedily known, and it would be dishonest, and I want 
to say that dishonesty will not win in any business. We have got our hold on 
the trade in 30 years because we treated the trade honestly and not dishonestly. 

Q. You would be safe in saying that in March, 1896, no oil was sold to any cus¬ 
tomer for less than 6 or 6| cents?—A. Oh, not for less than Of. 

RAILROADS V. U. S. PIPE LINE—NO PIOIIT OF TIIF. STANDARD'S. 

Mr. Lee makes a statement regarding the difficulty of hi.s pipe line, the United 
States Pipe Line, in crossing railroads an<l securing right of way to the seaboard, 
and makes a general .statement implying that we have instituted and carried out 
great obstruction to their progress ' I want to make general denial of this state¬ 
ment. We have not at any time had any different relations wdth reference to 
any obstruction or effort at obstruction of their line than would attach to any 
competitor in a line of business engaging against another. With reference to the 
special features referred to by Mr. Lee, and which ht^ attempts, by implication 
at any rate, to connect us with, in the cros.sing of the Delaware and Lackawanna 
Railroad in New Jersey, 1 want to say that the contention in that nwiiect was 
entirely at the hands of the railroad, and not at our hands in any possible respect 
They went there surreptitiously and endeavored to force their way, on a Sunday, 
over a line where they had no right, either by private purchase or by public fran¬ 
chise. Having accomplished the crossing of the road in that surreptitious way, 
they stationed there an armed force to prevent the railroad company from asserting 
its rights and taking (jiit their lines, and kept that force there for a long period. 
The railroad went about it in a peaceful way, in tlie courts, and the final result 
is that the decision is against the line, aftei' the case has been (-arried up finally to 
the supreme court of the Stafe, and th<‘y must, of course, remove their line. But 
any statement on Mr. Lee's part, or any other witness, that we had anything to 
do with that matter, or with relerence to any of the difficulties intoriKised in their 
jirogress to the seaboard, is absolutely false. 

Q. (By Mr. Phillii“s) Did your comp.any own in fee simple the tract of ground, 
and was a roadway re.served liy the landholder? Was that purchased by them'?— 
A. It w.as not my ca.se, and I am not conversant with the (hdails regarding it. The 
fact tliat after having been fought in the ni,‘wspapers and in the courts for a term 
of years, seeking the sympathy of the judges as well as the public, the supreme 
court of the State has ruled against them is the best evidence, t think, that the 
right was against them. I want to say with reference to our pipe lines, that we 
never emhaivored to cross any man’.s right of way without first seeing him about it. 

Q. Still did they not go through the railroad on their own ground, and was not 
this the final decision, that they had not the right to lay a pipe line where a man 
had reserved a right of way under the ground?—A. It was not only decided that 
they had no right there, but they were ordered to remove. 

THE STANDARD NEVER HAD SO LOW A FREIGHT R.VTE. 

I want also to present a statement showing the rate of freight which Mr. Lee’s 
United States Pipe Lino enjoys from the Central Railroad of New Jersey on the 
crude oil and rehned oil also transported over that line from the terminal point 
of their pipe line to the seaboard; it being a lower freight, 1 think, than the Stand¬ 
ard ()il Company ever had for an equal distance at any time in the history of their 
business. (Witness hero reads a letter from the Central Railroad ot New Jersey.) 

Central Itailroad of New Jentey'e rate to United States Pipe Line, Hampton Junc¬ 
tion, N. J., to Bayonne. N. J. 

[Dlatani-e, .'i3( miles; miloBge. J cent each way. equals 78 cents per car; empty car returned free. 

Weight per gallon, crude oil, 8s pounds; rertned oil, OJ iiounds.] 



Rato por 
Imrrel of fiO 
gallons. 

Actual 
weight per 
liarrel of 
50 gallons. 

! Rato iMir 
lOOiKiunds. 

Rato per 
car of 120 
barrels. 

Rate per 
car, less 
mileage. 

Crude... 

0.0092 

.0709 

m 

325 

0. <12118 
.023t»t 

$a.20 

9.22 

$7.42 

6.44 

Keflued . 
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TliG abovo kIiows tliat this oil is being carried 52^ miles in tank cars, averaging 
120 barrels or 20 tons to the car, at a gross average revenue to the railroad, on the 
crude and r(!fined oil, of $7.93 per car, and out of this revenue the railroad returns 
the empty car free.' 

The contract between the railroad and the pipe line is for 100 years from Jan¬ 
uary 1,1S04, and provides for various rates from different points along the line of 
the Central Railroad of New Jersey to tidewater. The oil is now (and has been 
for three years) shipped from Hampton Junction, and the above rates are being 
paid. 

The contract further provides the right upon the part of the Pipe Line Com¬ 
pany to abrogate the iMTangement uj)on .9 years’ notice at any time during the 
109 years. The railroad has no right to cancel, excepting for violation of lease. 

t^. (By Mr. Smyth.) The lease is on record?—^A. Yes; it wohld seem that if 
there ever was a preferential contract, that is one of them. 

Q. (By Mr. Jenks.) You .say this is on record?—A. It is not a lease; it is a 
contract. 

Q. (By Mr. PhilliI’s. ) You do not assume to say that it is an illegal contract?— 
A. 1 am not a lawyer; I am not passing on the legality of the question. 

EFFOlrrs TO BUY OUT THE INDEPENDENTS—ADVANCES FllOM THE OTHEB SIDE. 

Mr. Leo idaiins at great length and with great particularity that we have at 
different times done our best to buy them out, offering them large inducements 
in the way of extraordinary prices for their properties, and have done our beat to 
get them out of the bu.siness by purchase.* 1 want to say that any approaches on 
that line that have been made have come from Mr. Lee’s side to us; and I want 
to say, now that h<^ has forced the (juestion, that approaches of that kind have 
been made by pretty nearly every person in connection with his company, every 
prominent iicrson in connection with his company, at various times, including not 
only Mr. Lee, but Mr. Pbillips. Mr. Nichols, Mr. Murphy, Mr. Jennings, Mr. King, 
and Mr. McDonald, and, as I said, pretty much every gentleman prominent in the 
affairs of that company. T want to say further that we have persistently declined 
the considering of any such comhiuation with them on the ground, first, as wo 
have said to them at various times, of its illegality; and, second—and this would 
have been enough in itself—our unwillingness to enter into any business relations 
with them hecause of our lack of faith in them. We have had experience with 
the gentlemen, different ones of them, at different times, and we should have 
known if there had lieen no legal difficulty in the way of such comhination that 
it was iiniiossible for ns to enter into any such relation with them.* I am making 
the broadest possibh^ denial to Mr. Lee’s statement that we have gone after them 
with reference to their purchase or comhination; and I am making in return a 
•statement that they have up to this very day, within the period of your sitting 
here, approached us on this (piestion. 

Q. (IlyMr. Phii.i,ii>s.) Do you mean to inidude all of them?—A. I mean to 
ineiudi; the gentlcmim I have named and others I have not named.'* 

Q. Have any persons or any agent or gentleman from whom you bought prop¬ 
erty approached individual members, coming direct from your office, to solicit the 
•selling of an interest to you'?—A. No; I .say broadly that the approaches have 
bei.'ii made from your side, and the answer is as broad as I can make it.* 

Q. You have no knowledge of a pm-son coming from your office after soliciting 
you to make a tran.saction with these people?—A. I have knowledge of persons 
coming to our office who came there at the instance of different people in that 
connection, to raise a question about it; you came there—many of them—if that is 
what you mean. 

THE INDEPENDENTS PROPOSED A DIVISION OF THE BUSINESS. 

Q. Was not that to have a stop put to the litigation that was going on in New 
Jersey, and to have a right to live as a company'?—A. I do not know what you 
mean by that. 

(By Mr. Rooeks.) May I have the privilege of prompting Mr. Archbold? 

(By Mr. Phillips.) Certainly, you have the privilege. 

(By Mr. Smyth.) I think so, certainly. 

(By Mr. Phillips.) Any information of that kind is entirely admissible. 

(After talking with Mr. Rogers.) A. I answer broadly again, after conference 
with Mr. Rogers, that we have never sent anybody for any purpose. 

I Coiuparo Mr. Phillips, p. IHIl; Mr. Emery, p. II5.3. 

3 See pp. S70, C7L Compare Mr. Wostgate, pp. iWtl, 383. 

* Compare the testimony of Mr. Phillips, pp. 693, 

I Son Mr. Phillips, p. .691. 

»See Mr. \Ve8tKate, pp. 3711, 371. 
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(X (By Representative Livinqston.) Those propositions, were they written or 
verbal?—A. Oh, no; they were all oral. You do not get that company into mak¬ 
ing wntten propositions; they are too crafty. 

Q. (By Mr. Phillips.) Do you say, Mr. Arohbold, that you were approached 
by a large per cent of those persons in an unfair and nn,iust way?—A. Oh, I did 
not say so; I do not say so. It may have been entirely fair and .iiist in tliihr 
view; but their proposition, in our view, was illegal and not to be eiitertained. 

tj. Was not thatafter you had purchased a large amountof stock, a controlling 
interest, in the Producer-s’ Oil Company, Limited, and also purchas(!d a large 
amount of the United States Company's stock, and was it not to make some fair, 
honorable, and just contract that would leave these companies the privilege of living 
and doing busine.s8 years ago when they were very badly crippled by oppo.sition 
from the Standard Oil Company, by the lowering of iirices of oil in Enroite and other 
places?—A. Using your own case, Mr. Phillips, as an illu.stiution—and yon can 
hardly find fault with that—I do not think that at the time you (;ame to Mr. Rogers 
or myself you raised any question whatever with reference to any pos.sit)le minor¬ 
ity ownership in any of these companies. What you and they proposed was sim¬ 
ply that a division of the bn.sine,ss be made, so that you would have a percentage 
and we a percentage, in order to cooperate in the marketing of the oil and in all 
that pertained to the welfare of the business; is it not so?' 

Q. Was it not to get the privilege of handling the capacity of the lines then 
existing, and to cease further oi)po.sitiou, and to do away with the opposition 
which was very badly crippling these companies; and had you not at that time 
lowered the price of oil in Germany, so as to make it entirely nnprofitame to the 
refiners? They lost very large sums of moiKjy, and you had bought out a per cent 
of the refineries that were engaged in these indepmulent lines?—A. Nothing of 
the kind existed. Our business was entirely satisfjudory. wa.s on a ]u’ofitable basis 
in Germany and elsewhere, .so far as I am aware; and wo ha(l no special desire that 
a combination should be made, as is evidenced by the fact that we were unwilling 
to entertain it. And I now further state that we were unwilling to entertain it 
not only because of its illegality, but because of our lack of faith in the indi¬ 
viduals connected with it. There can be no question about that.' 

Q. Well, do you know that at that time a Mr. Both was managing the basiness 
of the independent refiners in Germany ? Did he not sell out to the Standard Oil 
Company the tankage procured in Gennany, so thfit these (sunpanies c.ould not 
do busine.ss? Did they not have to reestablish connections and send agents there, 
and build tankage in whiidi tluur oil could be received and distributed in Ger¬ 
many? For a number of years, ilid not you put the prices there so that there was 
no profit? And during that period did not you buy out some of the largest rt'fin- 
eries that were connected with these companies?—A. My answer, Mr. Phillips 
broadly is that none of thesi; (piestions have anything t(p ilo with this company, 
with that iiroposition. You came to us seeking these ipro])ositions. That is my 
statement and you dare not deny it. That is true, every word of it. 

CHAKACTEK OF MEN rUOMLNENT IN THE STAND.VRP, 

In .answer to the (piory regarding gentlemen prominent in the Standard Oil 
Company, Mr. Lee saw fit to speak of them in a most depreciatory way.’ It is 
not amiss for me to ask these gentlemen to think tor a moment of ,1. D. R(x;kefeller 
William Rockefeller, H. M. Flagler, William. G. Warden, Charles Pratt, .1, w! 
Bostwick, Benjamin Brewster, Henry H. Rogers, W. H. Tilford, and .Tames 
Magw, and I might mention stores of others prominent in the Standard Oil con¬ 
nection, whoso bu.siness genius and boundless emu-gy have been given to the 
building up of the petroleum industry. Will you think of these gentlemen in 
companson with the men who have appearial hexe to defame them? I might go 
further and speak of the benefictent use these gentlemen are making of their 
substance, but they require no such eulogy at my hands. 

In answer to the query as to what would be tlie effect it the Standard Oil Com¬ 
pany were abandoned or dismantled, Mr. Lee said that the prices of refined pro¬ 
ducts would go lower all over the world.’ I will not occupy your time by any 
len^hy argmnent in refutation of this most absurd iiroposition, that if we were 
really out of existence, and put out of existence that which represents to-day 
two-thirds or three-fourths of the active capital, energy, and equipment employed 
in the manufacturing and distribution of oil, the prices would go lower; but I 
tnll call your attention to what Mr. Lee says in practically the same bre.atlL as 
showing hiB utter inconsistency. He gives it as his opinion that if the Standard 


1 Coraparo the testimony of Mr. Phillins, n. fiUS. 
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were out of the way prices would bo lower, and in the same breath testified that 
he wanted them out of the way because for 5 years he, in his own business, has 
not made a fair profit. And the utter inconsistency of his testimony is shown by 
this question and answer: ••Q. (By Mr. North.) What do you call a fair manu- 
facturiuK profit?—A. They would be entirely satisfied to do this business at 10 
cents a barrel on crude oil that runs through the refinery; I think the Standard 
Oil Company makes to S3 on every barrel that goes through their works.”' 

If it is true that the Standard Oil Company make $1.50 to $3, and they can not 
make 10 cents, they are not good people to serve tlie public. 

REFINED OIL FROM ,11110 CRUDE AS OOOI) AS THAT PROM PENNSYLVANIA. 

He says that the quality of Standard oil has deteriorated beeaBse of using Ohio 
crude, and that the reason is that Lima oil contains arsenic and sulphur.* I want 
to say of the gentlemen connected with the companies represented by Mr. Lee, 
that they have from the very beginning of the great production of oil in Ohio and 
Indiana, because of flieir small interest in competition with it in the Pennsyl¬ 
vania region, done their very utmost to depreciate and discredit the standing of 
the products of Ohio oil in the markets of the world. Tliey came to Now York, 
and before the New York Produce Exchange made a very vigorous effort to have 
the exchange rule that refined oil produced from Ohio crude should not be a good 
delivery in the markets of the world. Their course has been utterly indefensilile 
in respect to the great intere.st involved in those .States, and nothing but themo.st 
active effort on our part has saved to those States the markets which are to-day 
giving them the profit that is inuring to them in the production of the oil in those 
States. And I want to say that this is in spite of the fact, which they must have 
known or could have known, if they had any intelligence on the subject what¬ 
ever, that after the sulphur element in the Ohio crude wa.s coiupiered—and it was 
a very difficult work to coinpier it, which wo aiiplied ourselves to successfully— 
the average of the refined oil produced from the Ohio crude has been and is tniite 
cimal to that produced from the Pennsylvania crude. That is now' admitted by 
all buyers and in all markets, and it is kiiowm to consumers where they know any¬ 
thing about it at all." The talk w'hich the iigents of the Pure Oil Company and 
wliich the Pure Oil Company have made, and continue to make, .as to the superi¬ 
ority of their priKlucts over even that which we make from the Ohio crude is 
entire nonsense; it is not true. 

I want to call attention to Mr. Lee's testimony, given somewhat in detail, indi¬ 
cating that we obtained higher prices for oil abroad than we do in this country.-' 
If that is 80 —and I do not admit that it is so, but admitting for tlie .sake of the 
argument that it is—it is a pretty good argument that the consumers in the 
United States are being very well treated by the Standard Oil Company. 

FOREKIN OOVERNMENT CONTROI,—|■OEUl.ATION AND OIL CONSUMPTION OF OER- 
MANY AND PRANCE. 

He makes a long talk about foreign governmental control," which is alxnit as .silly 
as anybody ever listened to, and I will not take the time to comment on it. 

He makes a statement regarding the comparative population and oil comsump- 
tion of Germany and France, and I refer to this statement only to show how 
exceedingly careless he is in re.spect to statements made before this Ixidy on mat¬ 
ters in wliich ho seeks to influence your minds and that of the public. (Reading.) 
“ Q. Abroad, where the oil of the independent refineries goes, which is not of such 
a grade as can be consumed in the States here, does it come into competition with 
the oil sent there and sold by the Standard?—A. Yes; the Standard is doing a 
very large business in Germany. Germany is the largest oil market in the world; 
although the population is about the same .as France, it uses probably twenty times 
as much oil as France. I think lam not far wrong in that. ” ‘ 

The relative population of Germany and France, by the last census of 1891, was: 
German population, 49,421.805; French, 88,343,193. The consumption of oil in the 
year 1898, the last year of record, in barrels of 50 gallons, was, in Germany, 
3,3.57,897, and in France, 1,683,146. Mr. Lee said it was twenty times as great in 
one as the other, and that their population was about the same. I submit this 
statement to you. 


> Seo p. 373. See also p. 377. Also Mr. Phillips, p. GOS. 

^Soo p.278. 

^(’oinparG Mr. Emory, j).(524; Mr.Gall, 

♦Soe p.278. Compare Mr. Eiimry, pp.818.(UH,(iU3, ami ohart of prJcos in introduction. 
* Bee pp. 378,377. See also Mr. Emory, pp. 818-818. 

“See p.378. Compare also Mr. Emery, p. 83:1. 
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PRICES OP COAL AND MINP.RS' WAGES. 

Ho makes the statement that the Standard fixes its own price at which it hnys 
coal, and is thus enabled to oppress Tiot only labor in its own line of busines.s, but 
also the coal labor.' The statement is entirely and absolutely untruthful. The 
Standard buys its coal on competitive offerings, and if the price is so low as to 
compel low prices for labor it is the result of competition. 

He claims that prices were fixed by the South Improvement Company," when 
he knew well that the South Improvement Company never did any business. 


PRICES OP CRUDE OIL. 

He goes into an elaborate armiment to prove that the price.s paid for crude oil 
have Men unremunerative to tlie in’oducer." This charge, which is more specif¬ 
ically, and I may say hysterically, made by Mr. Lockwcnid, I will reserve for 
fuller answer until I reach Mr. Lockwood's testimony. 

THE standard's MANUPACTURK OP tJANS AND (;ASr,S. 

In answer to a (juery Mr. Leo says that the Standard are l.argely supplying 
Eastern markets with Russian oil and making their tin cans abroad." I want to 
submit, gentlemen, a series of statements on this interesting subject. Our busi¬ 
ness in tlio canning of oil. for the markets wh(“ro tlie oil must be put into tin cans 
and packed into wooden boxes for tlie market, has been a very important feature 
from the beginning. It is a tiusines.s in which we havi' perhaps expended as much 
or more industry, in keeping and maintaining tlie markets, as in all the other 
sections of the world combined, because in those markets wo have found onr great 
competitor, Russia, most active. In answer to Mr. Lee’s statement that we have 
jiractically abandoned this business, and that we are buying Russian oil in bulk 
and making tin cans abroad in which to put it and send it to the marlret, I present 
this statement, being a memorandum of onr manufacture of tin cans for the 
years beginning with the year 1804 and ending with 1808: 


Number of 5-gallon cane manufactured, five yeare, W.o.f to isys, inelueive; aleo caeee. 


YearH. 


(,'aiiH. 

Eiiniva- 
lent ill 
Ihixom (if 
tiu plate-. 

LTNITEI) 

BTATKS. 

1894. 

mh . 

1H0*5. 

1897 .. 

1898 . 

:J0. 49ft. 9+2 
lH,r)i:.421 
22.W8.i»r>3 
28,22(1.579 
2:{,;?25.:j:i5 

.10.993.88+ 
37.o:M. 841 
+5,!«)»>.]0ft 
52.4+Kir>H 
46, (t50,671 

843.:{87 
761. lUs 
946,298 
1,078,895 
959. 7<>7 

T«)tal .. 

iii,558,;r}(t 

223,116,660 

.4, .590,285 

MEXICO 

CITY. 

18‘.H. 

114,024 

228.045 

4.61« 

.1895.. 

70.120 

140,240 

2.8a5 

imi . 

124,411 

218. 

5,119 

1897. 

182, (ilH) 

325.260 

(i, 692 

1898. 

9;i,976 

187,0.53 

3.8(56 

Total.. 

mr,. ifti 

1,130,;121 

2:1,25.5 

— 

VERA CRUZ. 




1894. 

244,353 

«8.7(I7 

10,055 

1895 . 

240,022 

480,045 

9.876 

1890. 

243,950 

487,900 

10,0.37 

1897. 

266,90.5 

5.33,810 

10,981 

1898. 

201,864 

40:i.728 

8.306 

Total.. 

1,107,095 

2,394,100 

49,255 


Years. 

Cases. 

Caii.s. 

Equiva¬ 
lent in 
b 0 X(:‘K of 
tin plate. 

TAMPICO. 




1897. 

5:1.044 

106,089 

2.182 

1898. 

210,252 

420,-504 

8,651 

Totwl-- 

26:1,296 

.526.5i>:i 

10. m 

VF.MtiE. 




\m . 

807,775 

1,615,5.50 

:13,238 

1897. 

704,249 

1.408,499 

28,977 

1898_ 

7:M, 449 

1,468,898 

30,220 

Total - 

2,246.472 

4.492,947 

tt2,435 

SAVONA. 




1896. 

647,946 

l,‘i95.912 

26, o:i6 

1H97 

785.995 

1.571.91K) 

1,527,255 

:i2,:i08 

1808. 

76:1.627 

31,379 

ToUtL. 

2,197,578 

4.:i95,157 

i»0,32:i 

TOTAIl 




1804. 

20. a5,5.318 

41.710.630 

K58.1.‘15 

1805. 

18,827,663 

37,6.5.5,126 

774.699 

1800.. 

24,822,145 

49,tU4.291 

1,021,:12H 

1897. 

28,193,403 

.56,:i8(i. 806 

1.160,0:15 

1898. 

25,370. .504 

.50,(>59,(X>9 

1,042,189 

Total.. 

iw.iBi.oai 

216,056,868 

4,850,386 


•Seep. 878. 


•Seep. 879. 


■Seep. 888. 
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AV)ont U.-WO men are steadily employed in this industry in the United States. 

In yeans wo mannfacttnred in the United States 823,116,660 tin cans, which 
were packed in boxes liolding 3 tins each, the requirement being in boxes made 
from our native pine. The boxes were made mostly from Canadian pine, but 
made in this country, lumber being brought here and the labor being employed 
here. This business involved the use of 111,.').58,330 wooden boxes, holding, as I 
say, 3 ean.s each. And we u.sed in this manufacture 4,590,885 bpxes of tin plate. 
The only busine.ss that we do outside of the United States in the manufacture of 
tin cans is where we are compelled to do it by the exigency of freight; in Mexico 
City a small business, in Vera Cruz a small business, and a small business in Tam¬ 
pico, Mexico, also, the amount of which is entirely inconsiderable. We also do a 
little canning—a very little—in the exportation of bulk oil and the manufacture 
of tin cans in Italy, at Venice and Savona, where the tariff and customs make it 
necessary that we do the canning there. And there are employed in this great 
industry, at the minimum, in steady, remunerative labor, 3,500 good Americans. 


RUSSIAN AND AMERICAN EXPORTS OF OIL IN CASES. 

I present here also a .statement made up to show the exports of refined oil in 
cases from Batoum, Rn.s.sia. from 1.894 to 1898,inclusive. I present this statement 
for the purpose of having yon understand something of the menace which attaches 
to this business at the hands of this great Russian competitor. Our aggregate 
in all this great business with the East, which we have made such a fight to retain 
for the American petroleum industry, is now 109.000,000 cases for the 5 years, as 
against Russia's .53,000,000; but for the year 1,898, perhaps I should read to you, 
as showing the change in the matter, their shipment was 10,738,603, as against 
our 32,479,745. 

I also present a statement which yon, gentlemen, at your leisure, will find great 
interest in .studying, showing tlie enonnons exportation of this particular pack¬ 
ing of oil in tins and cases to the markets of the world. It is a business, as 1 say, 
which is competed for by these foreign countries most vigorously, on which our 
hold is uncertain, and wliich requires the utmost vigilance and encouragement 
on the part of everything pertaining to the business from America; 

Ex]X>rts of refined oil in cusex from Batonm. Russia, dur'ng years 1S94 to ISOS, 

inclusive. 


l€a.s<‘s.J 


To- 

1894. 

1895. 

18W). 

1897. 

1898. 

Total. 


ft 

255), WJJ 





6 

1..522, .356 
170.840 
5.860,244 
4.912, .559 

500 

18,621,6.% 

20 

1,923,212 
3,784,415 
901.881 
79,109 

m.m 

42.610 
4.5. (NK) 
13,508.473 
223, .581 
3.58.616 
56,200 

RulKHria and Soi'via. 

287,524 

3((5.(W5 1 

m.:m 

95, IKK) 
1,845,027 
1,100.109 

227,004 

75,840 

907,648 

1,31.5,339 


725.5fl3 

m.m 

1.250,285 

847,208 

1,125.121 ! 
84.5,824 

.500 

3,810,028 

20 

:44O,054 
974,970 
1.52.510 
10.860 
31,107 


Eiijflaud and United Klu>f- , 


2.77(1,059 

4,582,220 

3,4!)H,488 , 

.3,948,895 



011,004 
047.080 
1.58,482 

280,000 
l,5(»5.050 
201,401 
.50. m 
82.520 

014,214 
1.30,225 : 
102,(100 

61,647 

iiiiii 





195.474 





45,000 
2,740,090 
23.919 
25,025 
20, OIK) 


Turkey. 

2.084,170 
49,481 
18,700 
2,000 

1,907.072 
72.104 
79. l.T> 
;«,209 

3,333,0.33 

51,117 

1 114,030 

2,872,901 
25, IKK) 
121,720 






8,028,414 

101,594 

11.405.0.50 

150, 

10.409,273 

94,359 

1 Il,449,0;i9 

1 94,499 

10.550,919 

177,684 

62,503, .301 
624,819 

Russia. * . 

Total shipments. 

8,700,008 

11,502,339 

1 

10 , 1^,633 

! 

11,643,638 1 

10,728,603 

63.1^,120 
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Total petroleum products eieported from United States in cases during years iso4 
to 1808, inclusive. 


[Cases. J 


To-- 

im. 

1895. 

1896. 

1897. 

1898. 

Total. 

Great Britain: 








36,500 

2,mi 

16,900 

17,106 

18. .520 

14.101 

2jm 








39.1)00 

16,900 


18. .520 

H.im 

95,627 


Holland: 








100 

100 

.500 



700 



. 






! 

Total. 

IfKl 

IIN) 

500 



7(K» 





Belgium: 








380 





280 








. 





Total. 

380 





:i80 






German North Sea: 








19,(KM) 

20,1)00 

16.300 

18,000 

21.000 

94,:ioo 










Ifl.OIK) 

30,000 

16,300 

18,000 

21.000 



Sweden and Norway: 








34.295 

2,m 

750 

400 


:18.:{.15 










Total . 

34.3i)5 

3.9(M> 

750 

4<N) 


28. :n.5 




Denmark: 












1,350 

J.350 














Total. 





1,350 

1.350 






Russian Baltle: 








1.150 

1,500 


1.050 


.3.7(H) 



. 









1.150 

1.500 


1,0.50 


7)H> 





France: 








;J7.400 

:to 

13.500 

28. (NK) 

l8.;io:i 

97,3« 
m 


100 






Total. 

;i7.-ioo 

:«) 

1:1500 

28.(100 

18.40.3 

97,:i:« 


Portugal: 








13:1.445 

13,345 

200. Kt; 
24.913 

16.3.407 
24,4:t2 

.249.919 

i:lO,891 

868,494 
131, :i:m 


:io. 7:i5 

;to,oio 



i;i6.«90 

325.744 

IW.KOI 

280.654 

100.901 

991,828 




Gibraltar: 








77.0(10 

28,810 

65,93:1 

54.259 

;w,7ai 

364,772 
1(H) 


100 







77. (HH) 

28.810 

66. 

.5I.:'59 

:18.720 

2)H. 872 





Italy: 

1.145,764 

715,904 

.348.000 

:{6.2.275 

:{l2.7or) 

3,KK4.)U8 


97.00:1 

5.012 

lo:.'.oU 





Total. 

1.145,764 

715,9(H 

:48.00() 

4.59.277 

:tl7.717 

2,980.662 





_- 

Malta: 











27.5(N) 


27..5(H) 














Total. 




37,500 


:17.51H» 


_... 

- 




Greece and Greek Archi- 







pelago: 







Standard Oil Co. 

131,281 

193,400 

118,700 

167.000 

152.727 

76:1,108 










131,381 

193,400 

118,700 

167 000 

152,727 

763,108 
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Total petroleum products exported from United States in cases during years 1894 
to 1898, ijictostw—Continued. 


To- 

1894. 

m 

1896. 

1897. 

1898. 

TotaL 

Turkey: 

88;fln0 



35,900 


124,700 





Total. 







88,800 



35,900 


124,700 

*'*'Jtan<lard Oil Co. 

230,095 

32,850 

161,4:32 

236,058 


660,435 



Total. 







2:10.005 

:i2.H50 

161.4:12 

236,058 


660,435 

North coast of Africa: 

_ 

175,821 

167,544 

74.200 

5.000 

80,526 

5,426 

83,004 

681,095 

10,426 


Total. 




175.82! 

167,544 

79.200 

35,952 

83,004 

591,621 

Indian Archipolajro and 
islands in the China Soa: 

208.081 
47, .‘100 

173,6:34 

13.2:30 

;373,627 

215,6:19 

82.271 

1,14.3,252 

60,530 


Total. 




345,381 

18(i,864 

:173.627 



West coast of Africa: ; 

1 ’ ' ' ; ’ ' 

85.f>41 
2*5, i;i2 

122.693 

6.;r27 

1.54.966 
23.129 

190.089 

12,19:1 

79.657 

7,093 

mo46 

74,874 



111.773 

1 129.(r20| 178,095 

202,28,2 

86,7.50 

707, !0) 


East India: 

Standard Oil Co. 

3.l>71.92i< 

25.3.80(1 

i :3.0.54. .529 

1 6.(MII) 

2.818.9:3:3 

12. IXXl 

3. .561.390 
6,000 

2,631,349 

1.5, i:38,1:10 
277.8(X) 

Total. 


3,.3:i5.729 

i ;t.(Hi0.529 

2,830.9:33 

;3,567.;3!X) 

2.6.31,349 

15.415.9:10 

Java: 

Standard Oil Co. i 

1.511.236 

j 

1.772.670 

1.434,081 

I,.‘321.833 

7,642,950 

Total.! 

China: 

Standard Oil Co. 







1.51!.2:16 : 

l.lilH, KW 

1.772.670 

1,4:34.081 

1,321,8:3:1 

7,642.9.50 

22,334,670 

289,525 

:3,951, (Kil 

289, .525 

2,29:3.248 

4,791,618 

6,;352.811 

1 

4,945.962 

Total. 

Japan; 

Standard Oil Co. 





4,240. .556 

2,293.248 

4.791.618 

6,352,811 

4.945.962 

22,624,195 

:{.610,.576 1 
282,o;i7 1 

2,607,214 

4,09.5.7.58 

4,:37;(,299 

.5,467,215 

20,163.062 

282,037 

Total. I 

South coast of Africa: | 

Standard Oil Co. j 





.■),!«i,6ia 1 

2,607,214 

4,09.5.7.58 

4,;i73,299 

5.467.215 

' 20,44.5,099 


431,0:39 

1:3, (XX) 

:398.974 

11,242 

599,051 

15,445 

470,102 
14,500 

2,244,637 

78.;377 


Total. j 

East cimst of Africa: 

369.661 , 

444,0:39 

410.216 

614.496 

484.602 

2,323,014 








124,151 

SO.fXX) 

148.813 

163,626 

93,000 

679,689 

Total. 

124,151 

50,000 

148.813 

163,625 

93.000 

579, .589 

Islands in tho Indian Ocean: 

37, t0) 

:38.500 

2,892 

54.950 

6,00f) 

51.8(X) 

500 

33,000 

500 

216,250 

8,892 


Total. 


:J7,#00 

41.392 

69,960 

.52,300 

33,600 

224.142 


Arabia: 

261,845 
i.5rx» j 

119.200 
58. (XX) 

276,878 

17.5,720 

66,100 

899,743 

59,600 






203,345 j 

i77,2).X) 

276,878 

175,720 

60,100 

i^,243 
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Total petroleum products exported from United States in cases during years IS94 
to 1898, inclusive —Continued. 


To- 

1894. 

1896. 

1896. 

1807, 

1808. 

Total. 

Sandwich lalands and is¬ 
lands in the Pacific: 

Standai'd Oil Co. 

Others. 

Total. 

86,431 

15,343 

61,774 

78,713 

4,786 

83,499 

44,472 

1,.526 

4.5,908 

78,488 

100 

78, .588 

60,044 

1.000 

70,944 

308.048 

22,7.55 

.330,803 

Australia: 

Standard Oil Co. 

Others. 

1,119,288 

92,686 

1.002,069 

133,035 

1,170.713 

1J:3.<NK) 

1.268..5(V3 
169. IIHI 

1.219.4:’l 

18)1,7.'.0 

,5.780,0.54 

604,471 

Total. 

1.211,874 

1.135, KM 

1,202,713 

l.|.fi'.)5C.:} 

1,40(5,171 

6,483, .525 

New Zealand: 

Standard Oil Co. 

102,975 

17,515 

208,528 
10,180 

270.:i:}:i 

2K),010 

2:13,5:.':; 

1,190,368 

2'7.605 

Total. 




276,010 



21(),4!t0 

218,708 

279,:i:i3 

2:1:1,52;; 

1.218,06:3 

British North America: 

Standiii’d Oil (.^). 

Others. 

111,260 
1,81)1 

ii 

15.076 
J.215 

6.,301 
1.828 

6.425 
:;.40o 

60.495 
0.077 

Total. 

18,151 

19,176 

16,291 

7.125) 

8.825 

69, .572 

Mexico; 

Standard Oil (V». 

Others.. 

ii 

8.0)58 

7,423 

8. o'.n) 
:i, 0:10 

2.(517 

41,622 

3, :107 
2(5. (Ml 

:i2,2:i4 

91,111 

Total. 

20.658 

16,081 

12,029 

41.2:19 

25(.4:;h 

12:1,345 

Central America: 

Standard Oil Co. 

Others. 

106,019 

34.429 

105,h:i7 

20.301 

i;«’),i8i 

2i,;n3 

iH.:io 

140,001 

13.657 

(508,4:;4 
117,')00 

Total. 

140.448 

135.228 

157,4111 

|:19,(K)6 

1.5.3,658 


Cuba: 

Standard Oil Co. 

Others. 

5011004 
8.9:H) 

:j!«,255 

1.9.54 

2,109 

267,0:12 

:i.o!)5 

104,1.50 
17.:s;> 

1,(50!),775 
33.470 

Total. 

508,013 

305,209 

2.57.44;( 

270.127 

211,532 

1.64:3.254 

West Indies: 

Standard Oil Co. 

Others... 

425,537 

(i5,:K’9 

1 

1 

si 1 

40.3. JiOO 
65,14.5 

44!..55)0 
61,453 

421..5.50 
65.480 

2,240,4.50 

:124.251 

Total. 

4!H).016 

.525.2)58 

.5.58,435 

50:1,052 

487,0.39 

:;.r)64.7io 

Northeast i-oast of South 
Ainorlea: 

Standard Oil Co. 

Others. 

240, Rtl 
.55,618 

223,400 

61,9158 

247, i52a 
67,237 

228.010 
15.3.172 

284.584 
.54.751 

1,233,3r.l 
282,746 

Total. 

:10.5.451 

275,368 

;K)4,762 

201,191 

.■i:39..'i;35 

1..516.107 

Brazil: 

Standard Oil Co. 

Others. 

1.530.:io:i 
0,770 

1.4tH5,37n 

7,744 

1..596,327 
0,445 

2,1!1.7;J0 
6, .5.57 

1,088,76:1 
8,019 

8,7:t2.40:3 
42,444 

Total__ 

i.5io.(k; 

1..504.114 

1,605.772 

2, 118,2.s7 

1.007,682 

8.774.0:37 

Southoofit coast of South 
Amerl<-a: 

Standard Oil Co. 

Others. 

5t.l7.506 

;KI1.576 

.5:10.344 

502,821 

618,283 

750,3)K» 

.‘160,101) 
873,107 

280,892 
789,7:i8 

2,2(56.224 

3.226,(5!K.» 

Total. 

869,082 

1.042,16.5 

1,277,64:3 

l,233.;i0)5 

1,070,6:11) 

.5.402,916 

West coast of South Amer¬ 
ica: 

Standard Oil Co. 

Others. 

185,308 

108.022 

316.433 

I73,;i40 

274.7.V) 
155,386 

280.28:3 

107,4.50 

35.3, .5.30 
07.026 

1,419,318 

641,222 

Total. 

203,:i30 

480,773 

4:30.140 

396,733 

450, .5(M 

2,000, .540 

Grand total: 

Standard Oil Co. 

Others. 

20,200.828 

1,787,652 

16,672.480 
1,16.5. .531 

20,767,480 

1,410,:3H1 

251,682,514 

l.»S7.2IO 

21,066. :)78 
1,41:1, :367 

102.:308,680 

7,46:3.041 

Total. 

21,907,380 

17,838,011 

22,186,861 

25,369,724 

22,479,746 

109,861,721 
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Q. (By Mr. Smyth.) Is there any competition from America?—A. There is 
practically no competition from America. I do not know but these gentlemen do 
some small amount of business. It is almost inconsiderable from the fact that 
we do not even know that they are doing it. 

Q. The principal competition comes from Russia?—A. The principal competi¬ 
tion comes from Ru.ssia, and now from the far East, as I will explain a little 
further along. There is getting to be a large production of oil, especially in the 
Dutch East Indies, but I will go into that in another place. 

I may add, gentlemen, just by way of a word of explanation, that I think in 
all those countries to which we send oil wo have our own active American agents 
on the alert for the Aineiican oil and the American industry; and this gentleman 
comes here and states that we are not doing this business. 

CONDITION OP THE OIL REGION. 

In answer to the query, or in pursuing the argument, rather, that the Standard 
had so governed prices for oil as to have made it an unremnnerative business in 
the oil country, Mr. Leo made a most astonishing statement, that the counties 
pi'oducing oil are not as well off as though they had never produced a barrel of 
oil.' That section jirior to the opening of the oil industry was a comparative 
wilderness, noted, if it was noted at all. principally for its hemlock and buck¬ 
wheat. The oil production has made it a world-renowned center of marvelous 
activity. It has taken there a population of tens of thou-sands, I may say hundreds 
of thousands, of pi'osperous, happy, contented people, the like of which probably 
does not exist in the same territory in any place on God's footstool. The oil pro¬ 
duction has built towns and cities and railroads. It has given employment— 
steady, remunerative employment—to thousands of American workingmen 
through all this period; and for a man to stand up, who comes from that sec¬ 
tion, with a knowledge of conditions as they exist there, and make such a state¬ 
ment, is, as I say, utterly incredible. 

OAPITAI,, PROFIT, STOCKHOLDERS, OF THE STANDARD. 

Q. (By Representative Livingston.) In connection with this statement you 
have just made, will you give us the amount of (capital invested in the Standard 
Oil Company, and a list of all the stockholders, and the profits on that invest¬ 
ment?—A. Tho figures with reference to all the questions are being made up, as 
Mr. Jenks knows. 

(L A list of the stockholders? 

(By Mr. Jenks.) A list of the stockholders, I may say, was not asked for in the 
general schedule. 

Q. (By Bepre.sentative Livingston.) Well, I am a.sking for it now?—A. lean 
not answer as to that. 

Q. (By Mr. Phili.ips.) Would you bo willing to meet the commissioner’s 
request and furnish a list of the Standard's stockholders in the trust as it for¬ 
merly existed, and the combination as it now exists'?—A. I could not answer now 
without further contening in reference to that statement. 

Q. (By Representative Livingston.) Will you promi.se the commission that you 
will confer with the authorities, and if the.se things are not inconsistent and 
impracticable, you will furnish them?—A. If they are not inconsistent and 
impracticable, I should be glad, of course, to give any statement that might be 
asked. 

Q. (By Mr. A. L. Harris.) Would not this be the best testimony in refuting 
the statements made by Senator Lee, to give tho taxable property of those coun¬ 
ties previous to the discovery of oil and at the present time?—A. I think it would 
be very interesting. 

Simply as an illustration of tho point I make of the absurdity of Mr. Lee’s 
statement, I present for your information a statement of the value of Pennsyl¬ 
vania crude oil as comp.ared with that of other States, the total production from 
the beginning of the industry to the year 1898, inclusive, and figured on a very 
conservative basis. 
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Total producHoti and value of Pennsylvania crude oil, 1SS9 to 1S9S, inclusive. 


[Barrels of 43 gallons.] 


Year. 

! 

Production. 

j 

1 Average 
price per 
barrel 
at wells. 

Total value. 

Land inter¬ 
est.* 

Working 

interest 

value.* 

185». 

Bai'teU. 

8,500 

$30.00 

$170,000.00 

$21,250.00 
780. (XMI. (XI 

$148.7.50.00 

IWiO. 

650,000 

9.60 ; 

6,240,000.00 

5,460,000. (X) 

im\ . 

2.118,000 

.52 

110,136. (X) 

i;i,767. (X) 

96.369.00 

im. . 

3,056.tXI0 

1.05 

3,308.800. (X) 

401, IIX). 00 

2,807.700.00 

im.- . 

2,o:n,(XK) 

:i.i5 

8,287.650.00 

1,0:15.9.56.25 

7.251,f«):3.75 

1804. 

2,116,2(X) 

8.15 

17,247.(K10.(X) 

2,1.55,878.75 

1.5,091,1.51.25 

1805. 

2,497,700 

6.-59 

16.459. 84 : 3 . (X) 

2.0.57,480.:37 

14,402.3(32.63 

1866 . 

3,597,500 

3.75 

10,490.6‘i5.(X) 

1,68(),:328.13 

11,8(4.296.87 

iwi7. 

8,347,000 

2.40 

8 . 0 : 3 : 1 . 520 . (XI 

1,(X»4,1(X). (X3 

7,029,330. (X) 

1808. 

3.715,8fX) 

3 . 6:3 

1 : 1 ,488,354. (X) 

1.686,044.25 

n.8n2.:io».7.5 

1809. 

4,215,{XX1 

5.00 

2:3.604,(XXK(X) 

2,954I,5(X).(X) 

20, 6 . 5 : 3 .5(X).(X) 

1870. 

5,059,000 

3.90 

22,070, KXI.IX) 

2,7.58,762. .50 

19,311,;3:i7..50 

1871. 

5,79.5, (XXI 

4.40 

25,498. (XX). 00 

3,187,250.00 

22.310.750. no 

187li. 

6,r>j9.1(X) 

3.75 

24,521,625.4)0 

13 

21,456,421.87 

187:j. 

9,89:3,786 

1.80 

17,808,814.80 

2,:326.101 a5 

1.5,582,712.95 

1874. 

10,926,945 

1.15 

12.56.5,986.75 

1,570,748.34 

10,995,238.41 

1875. 

11,987.514 

1.25 

14,984,09*2.50 

1,873,049.06 

i:i.ni,m44 

1870. 

9,120,669 

2.58 

23 . 5 : 11 . : 12 (>. 02 

2,941,415.75 

20.-589,910.27 

1877.-. 


2.:39 

:il,876.297.57 

3,984,5:17.20 

27,891.7(H). :17 

1878. 

15,:i81,641 

1.17 

17, (XX), .519.97 

2,249,565.00 

1.5,746,954.97 

1879. 

19,89-1,288 

.86 

17,1(K».()K7.68 

2,1:18,635.96 

14,970.4.51.72 

1880. 

26,245,571 

.94 

i 24,67(),K16.74 

3,083,354.59 

21.586,982.15 

1881.. 

27,5»;i,:376 

.Wi 

21,427.169. m 

3,92H.;196.20 

20,498, 77 : 1.40 

. 

21,528,(C>1 

.79 

17.(X)7.m0..59 

2.125.951.32 

14,881.659.‘27 

18851. 

2 : 1 , 002,021 

l.lMi 

24,7(X), 142.26 

3,087.-517.78 

21.612,(124.48 

1884. 

2:1.9.52,290 

.84 

2(),119.9‘23.6() 

2.514.inX).45 

17. (HW, 9 : 13 .15 

1885. 

21.528,621 

.88 

18,945,186.48 

2,368.l48.:i| 

16, .577.0:18.17 

188<$. 

26, (HXl, 945 

.71 

18,888,800.95 

2.361, l(XI,l.‘l 

16. .527,700.82 

1887. 

22,87:i. 450 

.67 

15,325,211.50 

1,91 ,,651.44 

1 : 1 ,4(X)..56().(Xi 

1888. 

16.1X15,890 

.87 

14,708,124.30 

1,8:18.51.5.54 

12.8(a),(‘X)8.7() 

1889. 

22,049,825 

.94 

21,(X58.8:i5..50 

2,626.104.44 

18.382,7:11.06 

I85K). 

00.(Xi5,H67 

.87 

26.157, :i(H.29 

3.269.66.1.04 

22,887,641.25 

1891. - 

,‘1.5.742,127 

.67 

21.947.225. (X) 

2 . 99 : 1 , 40 : 1 .13 

20. 95 : 1 .821. (X5 

18‘Ki. 

:i:i, :t:i 2 ,:«xi 

.56 

lH.t)66.(«)l.;i6 

2 . 31 : 3 .261.42 

16,:332. 829.94 

18953.. 

:n. 256,28:3 

.64 

20. (X)4.021.12 

2,.500,5(t», 64 

17.-503,518.48 

\m .- 

00, m, 716 

.84 

25.785,241.44 

:3.221.15,5.18 

22.56:2.086.26 

1895. 

;}0,891.868 

i.;i5 

41,704,0:JI.80 

r),2i:3.(X)2.72 

36.491.019.08 


0:i,9OH.O41 

1 .19 

40,:3.5(),568.79 

5,041.821.10 

36.3(X).747.69 

18ir7. 

a5:i7n.:i67 

.78 

27,433.886.26 

;i. 429. no. 78 

24.(X)3.775.48 

1898.. 

31,645.151 

.91 

28,797,087.41 

3, .599, 6 : 35 .92 

25.107,451.49 

Total. 

662,048,642 

I.lO'l 

769,948,397.37 

96,241,549.67 

673,704,847.70 


• See explanation below. Compare Mr. Boyle, pp. 404, 435. 


Thia table shows dnring this period, and this is an interesting statement, I am 
sure, that there has been taktsn from the oil fields of Pennsylvania 663.048,642 
barrels; and that the average for all that [leriod of the prices paid at the wells 
for the oil is $1,163, or a total value of $769,948,307.37. 


ROYALTIES TO LANDOWNERS. 

Q. (By Mr. Smyth.) That amount had been paid to the producers for crude 
oil?—A. This amount has been paid to the producers for crude oil. Now, as has 
probably been brought out to you in the course of this testimony, the oil-produc¬ 
ing business is done largely on a basis of what is called royalty. That is, the oper¬ 
ator takes a lease of the land and pays to the landowner, who is usually a farmer 
in that section, a certain free-royalty interest for the right to occupy and drill the 
land. 

Q. (By Mr. Smyth.) That right to occupy does not interfere with the agricul¬ 
tural pursuit of the farmer?—A. No; it is held as free as possible from that 
interference. That royalty right of payment has varied during the history of 
the business from one-half of the oil found to the present ruling basis of one- 
eighth, which basis prevails perhaps to-day through the larger part of the 
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oil-producing country. Of the crude produced one-eighth goes over to the land- 
owner;* and for that he does nothing, as I say, but furnish the surface on which 
to drill. 

Q. (By Eepresentative Livingston.) Now, will you go further and give us the 
average profits you have made on all those wells?—A. Now, what I want to say is, 
th-at figuring for the whole period that the payment was one-eighth and not the 
high amount th,at has prevailed through most of the period, the payment in royal¬ 
ties alone to the people of that section on the oil produced would amount during 
that period to the sum of $96,343,.54i).67. 

Q. (By Mr. Smyth.) You think these counties are wor.se off than before the oil 
wells were drilled?—A. If you have traveled through them you will not think so. 

Q. (By Mr. Clarke.) What is the population of that region?—A. It would be 
a mere guess on my part. Mr. Boyle or Mr. Lee could answer.more intelligently 
than I. I have not lived there for some years; I would say about 350,000. 


SOUTH IMPROVEMENT COMPANY. 

Again. Mr. Lee refers, in answer to a question by Mr, .Tenks, to the South 
Improvement Company, as though it was actually doing business;* which was 
not true. 

Q. By Mr. Phillips.) The South Improvement Company did fix rates, did they 
not?—A. Never to do business. 

Q. But they had rates fixed?—A. There was a contract entered into, but abol¬ 
ished before it became ojierative. 

Q. But there w.ts another contract, and is it not in sworn testimony that that 
contract was in existence only two wee.ks afterwards, and did or did not the rates 
fixed by the South Improvement Company prevail after the Standard Oil Com¬ 
pany came into existence?—A. I have no knowledge of any relations on the part 
of the Standard Oil Company succeeding to the ^uth Improvement Company 
whatever. I have been an opponent of the South Improvement Company, as you 
well know. I have disapproved of it in theory, and practically disapprove of it 
to-day. I want to say that the statements that that which was the South Improve¬ 
ment Company is continued in the Standard are not true; if they had been true, 
I would not have been in it. 


THE SHUT-DOWN MOVEMENT. 

Mr. Lee refers to the shut-down movement,’ so called. It was entered into at 
the request of the producers, who alleged they were suffering from low prices 
incident to a large accumulation of stock. Our relation to it was entirely the 
result of the urgency of the producers, who were represented by a committee; 
they expressed the greatest satisfaction with our course. I want to present for 
your knowledge, in support of my statement in this respect, the testimony of Mr. 
Thoma.s W. Phillips, given before the Congressional committee inquiring on this 
subject in 1888, page 112. I will read the concluding part: 

We are certain that there would have been much bankniptcy in that region 
had this movement not been made. I will state further, in justice to them, that 
this was not a movement on the part of the Standard Oil people. It was a move¬ 
ment conceived by the producers themselves. They approached the Standard 
people in regard to this matter, and after long negotiation, which you have here 
in testimony, the contract, which you also have, was formulated and signed.” 

Q. (By JL-. Phillips.) I assert the same thing to-day.— A. That answess Mr. 
Lee’s statement. 

Mr. I.ee says: “ I believe if there had been .50 concerns engaged in the manufac¬ 
ture of petroleum, that just as wide markets would have been obtained for the 
article, and that while the consumer would not have paid any more for his oil, the 
producers would have realized better prices, and h.ave had a handsome profit, 
whereas I think they have not made any profit.”'* 

I present here a statement showing in detail the list of oil refineries in the 
United States, -with their capacity, averaging a life to this time, the first of this 
year, the end of December, 1898, of 14 years, and numbering 66 in all. 


■Beepp.277,2M,m 

<Seep.2i». 


iSeeHr.Mozmett^p.dll; Mr. Davis,p. 861 
*866 p. 283. Compare pp. 61^, 6M. 
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Capacities of outside refineries.' 


Year built. 


1H82-.. 

JH85. 

18H7.. 

im .. 

1888.. 

188.'!; burned and 
rebuilt 1890. 

1883.. 

1880. 

1880.. 

1887. 

1887.. 

1883.. 

18811. 


Name and place of refinery. 


Oil City,Pa.: 

Independent Refining Co., 
limited. 

Continental Refining Co., 
limited. 

Penn Refining Co., limited 
Rouseville, Germania Refin¬ 
ing Co. 

McWintottkville, Crystal Oil 
Refining Co. 

Reno, Empire Oil Works. 

Franklin, Pa., Relief Oil 
Works. 

Potrolia, I. Dougherty. 

Karns City, Been Bros. 

Noi-ristown, Montgomery Oil 
Works. 

Beaver, Beaver Oil Works.... 

Industry, Scott Oil Co. 

Kendall,!^.: 

Emery Manufacturing Co 
Kendall Refining Co. 


Numlier and 
capacity of 
stills. 


3. 360; 1, 600 
I, 000; 3, 700 
3, 580; 1, 000 
3, 2.60; 1, 500 
3,600 
1 , 800; 3, 260 

1 , 250; 6,100 

3, 600; 3, 250 

3, 250; 1,600 

1 , 16 
1,100 
2,100 

2 . 60 
2 , 26 

8 , 600; 3,125 


1,150; 3,100 


Total 
still ca¬ 
pacity. 


3,000 

3,340 

1,500 

1,300 

750 

1,600 

1,100 

16 

100 

200 

120 

50 

5,175 


1803. 

1881 

1885 

1888 

1887 

im> 


1888. 

1886 and 1880 

1803. 

J807. 

1880. 


1885. 

1894. 


1880. 


1879. 

1890. 

1887. 

1893. 

1899. 

1884. 

1881. 

1881. 

1877. 


Eldred.Pa.,United Oil Co.... 
Titusville, Pa.: 

Rol>ert Foggan. 

American Oil Works. 

Titiisvlllo Oil Works .... 

Oil Creek Oil Co. 

Climax Gasoliuo Co. 

Pennsy 1 vania Paraffin 

Works. 

East Warren: 


{ 

{ 

{ 


1 , 80 


1, 250; 1, :t50 
1, 6(K); 1, 815 
1, 750; 1, 500 
1, 5IX}; 1, 380 
1,140 

3, 350; 3, 125 
1, 250; 1, 350 

1,360 

4, ;i.50: 1, 350 


} 

} 

} 


Complanter Refining Co. 

Crew-Lcvick Co. 

Seneca Oil Co. 

Wilburine Oil Works. 

North Warren, Warren Re¬ 
fining C’o. 

Clarendon: 

Tiona Refining Co.. 

Fidelity Oil Works. 

Bolivar, Bolivar Refinery_ 

Pittsliurg, Pa.: 

Miller Oil Works. 

Waverly Oil Works. 

Union Oil Works. 

Freedom, Pa.: 

St.Clair Oil Co. 

Freedom Oil Works. 

Washington, Pa.: 

Beaver Refining Co. 

Leader Refining Co. 

Coraopolis, Pa.: 

Pittsburg Refining Co.... 
Penn Petroleum Works.. 
Murrayaville, Pa., Philadel¬ 
phia Co. 

Philadelpbia, Pa.: I 

Crow, Levick & Co. 

Delaware Oil Co. 

Bossardt & Wilson. 


2, 1.50; 2.100 
1, 125; 1,100 

1 , m 

3, 135; 3, 150 

4.150 

1, 600; 3, m 
3, 335; 1, 235 

1,300 

3, 100; 1, 50 
3, llN) 

1, 50 

1,1,400 

2, 250; 1, 275 

2,5a) 
2, m; 3, 35 

2, 40 

3, 4U 
1, 250; 1, 300 

2 , 60 

1, 150; 1,100 
4,200 

1, 250; 2, 200 
I, 375 
1,150; 1,350 

1 , 60 

2 80; 1, 600 
1,125 
1, aOO; 3,100 
8 , 200; 1,280 
1 ,220; 2,125 


} 

} 


80 


2,015 

1,250 

920 

9.50 

950 

1,650 


975 

825 

m) 

1,100 

875 

350 

300 

50 


2.175 

1,670 

80 

80 

650 

250 

800 

1,025 

400 

60 

785 

1,460 

470 


Remarks. 


Naphtha plant. 

Do. 

Pressing plant. 

Naphtha plant; 
pressing plant. 


Naphtha works, pnr- 
anin and tar stills. 
Make lubricating 
oils. 

Lubricating and re¬ 
fined. 


Naphtha works. 


Do. 

Paraffin plant. 
Naphtha works. 


Filtering works. 

Do. 

Do. 

Lubricating works. 
Filtering works. 

Do. 

Wax plant. 


iRarrol factory, nanh- 
\ tha works, tar Htills. 
Do. 


[Tar fltiU,naphtha and 
[ paraffin works. 


*^of these refineries are said, in a letter from Scofield, Shurmer & Teagle, of Cleveland, to 
be.accordtng to their information,either out of business or absorls^d by the Standard Oil Com¬ 
pany. Mr. Archbold verifies that the list is correct as dated, De<X!mber, 1898, though some 
“may not iw In onemtion or may not have boon at some given period; “ that tlie StandaM i.sa 
minority stockholder in the Tidewater Oil Comimny, New Yorlc, but in no way controls it. It 
will be noted that those two statements are not contradictory. 
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Capudtiva of otitmie refmeries^Continnei]. 


Year built. 


IWW.. 

IWW.. 


\m. 

im.. 


1873.. 


1896. 
1895.. 
1890-. 


1887.. 
1887-. 

1879.. 


Nam« anil plar-o of ruflnery, 


I N\iinber and 
caiiacity of 
atills. 


Philacolphia, Pa.—(,’ontinuod. 
Philadelphia L.ubricatinjf 

Co.. 

Marietta, Ohio: 

Ohio Oil Works. 


1879. 

1889.. 


Tide Water (.)il Co 


Columbia Oil Works, 
Rdjjewater Oil Co_ 


1, 250; I, 100 


Marietta Oil Works_ 

Prodhcors’ ReflniiiKCo. 
Buffalo, N. Y., Crystal Oil i 
Works. 

Cleveland, Ohio: 

National Refining Co.. 


Cleveland Roflninj? Co.... 

Oreat We.'itern Refinery.! 
Meri'iam & Morgan_ 


Toledo, Ohio: 

Paragon Refining Co .. 

Cmig Oil Co. 

Diamond Oil Co . 

Welker.Ohio, Manhattan Oil , 
Co. 

Florence, Colo.: 

Florence Oil ('o. 

Western Oil Co. 


1,159; 

1, «0fi; 


1,300; 
3, 75; 
2 , 100 ; 

2, 300; 


1,100 
1, 300 
1,225 
1, 250 
1,15(1 


2 , iV> 
1, 110 
1. 8.5 
1, 05 
8 , 80 


} 1,150 


4, 400: 8, 500 
3. 800 
4, 55(’: 1, (iUO 
3, 40(»; 2, 400 
12 , 600 


Total 
still ca¬ 
pacity. 


350 


225 

250 

160 


470 

885 

1,240 


8,000 

2,800 

2,000 

7,2U) 


San Francisco. Alameda Re- | 
finery. 

18iW.i Los Angeles, Franklin Oil 

1896..■ Oi'lum.C^al.,Union Oil Co_ 

1896 .' Puente, Cal.. Ptiente Oil Co 

1897 .! Ventura, Cai.,Ventura Oil Co-I 

: New York: 


Total (66 in all) . 

Total capacity of outside 

steam stills... 

Total capacity of outside tar 
stills.. 

Grand total outside ca- | 
Iiacity . 



Naiihtba works. 


No crude stills; tar 
and pitch. 


Tar stills, wax works. 
Do. 


The average time since the above refineries eoininenctMl operations i.s now 14 
years. 

COMBINATIONS AND l.ABOR. 


Mr. Lee makes a very labored effort to show that tnists and combinations altect 
labor injuriously.' The best refutation possible of this statement is the record of 
our own exi)erionce, the fact being that for all the years we have been engaged 
in bu.siness we have had scarcely any serious difficulty with the vast body of men 
employed. On the other band, we assert most positively that, as a whole, there 
never was a more zealoiis body of employees than have been connected with our 
interests. We have been practically without strikes; our labor is well paid and 
contented in every department, and I submit that our experience in this regard 
is the best possible proof of the advantage of labor and capital working together 
on intelligent lines, where the rights of each are fairly considered. I am a firm 
believer in the right, and, indeed, the duty, of labor to organize, as I am in favor 
of the combination and organization of capital. Of course it is true that the 
labor or^nizations often do very unwise and arbitrary things. They fall fre¬ 
quently into the hands of leaders who are demagogic and lack the qualities of 


I See pp. 288, 289, 290. 
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intelligent leadership, and they are badly influenced also by i«)litioal demagogues, 
whose sole stock in trade is often their ability to talk loudly against capital and 
the employing class; and, above all, they are too much influenced by the bad 
advice of an element in the public press that is utterly depraved and demagogic 
and which teaches them altogether false ideas as to their duties. They are 
taught that it is no sin for them to cheat capital. They will, however, learn bet¬ 
ter as time goes on. Capital, on its side, has made and is making grievous mi.s- 
takes in the treatment of labor; but the two are moving together on irresistible 
lines toward organization and a better mutual understanding, and one of these 
days labor will realize, as the emidoying class already knows, that the howling 
of a demagogue is hurtful to all concerned, and a better era of understanding 
between the employer and the emidoyee will be brought about. 

MR. LEE’S REMEDIES. 

At the end of his testimony Mr. Lee suggests remedies.' They seem almost 
too frivolous to demand attention. His views on destructive competition, the 
limitation of capital, etc., seem altogether too absurd to call for special atten¬ 
tion. I may say, in conclusion, that he has taken good care to organize his own 
company or embryonic trust in the very State (New Jersey) which he criticizes 
so severely, with a view, undoubtedly, to make his capital quite unlimited if ho 
finds it will float. 


OPERATIONS OP THE STANDARD IN OHIO. 

I turn next to the testimony of Mr. Monnett, the attorney-general of the State 
of Ohio. I want to say, by way of jircface, liefore answering directly the points 
presented by Mr. Monnett, that we arc interested in Ohio, in whole or in part, in 
a number of corporations, duly chartered by the State, and all carefully observ¬ 
ing the obligations imposed on them by their charters. The actual amount paid 
in taxes is in the neighborhood of $350,000. The aggregate amount ])aid in wag(» 
to alHiut 4,7(K) employees in the State by this coriioration is over ,$;!,3.50,000 per 
annum. The further distribution of money in the State for fuel and supplies of 
all kinds would amount to a vast .sum. I submit for your consideration whether 
we are not a valuable client of the State and entitled to protection rather than 
persecution. That Mr. Monnetfs course has been an elfort at the most malignant 
possible persecution, and probably worse, I will endeavor to show in taking up 
Ins testimony. 

Mr. Monnett makes a statement that there ha.s been great discrimination in 
favor of th<^ Union Tank Lino or Standard Oil Company.' The rates fixed by the 
railroads in connection with tank car lot.s and single barrel or part car lots have 
been the same to all, and cairted with them no discrimination whatever in favor 
of the Standard Oil Company. In other words, I deny the allegation particularly. 

ALLEGED BURNING OF BOOKS. 

Regarding the alleged burning of books at Cleveland, Ohio,” I want to deny the 
fact of any such burning absolutely. At the time of the original inquiry on the 
subject wo offered to produce every employee who could have ,any knowledge on 
the subject, who would each have denied the statement as to the burning of the 
books. The attorney general refused to have them sworn at the time, and at the 
time Mr. Monnett gave this testimony he knew that Mr. Squires, the then secre¬ 
tory of the Standard Oil Company of Ohio, had made an affidavit in the litigation 
pending in Ohio that the books were in his possession. Any denial that I have 
made regarding the matter, or any statement that I havi! made in reference to the 
testimony in connection with it, is true, and it is not true that I have made any 
retraiition, as Mr. Monnett states, with reference fo any statement that I have 
made. Mr. Monnetfs reiteration of this matter, after all that has been .shown 
regarding it is most reprehensible. 1 would like to characterize this in stronger 
terms, but I bow to the wish of the commission. 

AMOUNT OF TRUST CERTIFICATES ISSUED. 

Mr. Monnett endeavors to carry the impression that more Standard Oil Trust 
certificates were issued than our statements have shown.* The allegation is made 
without a scintilla of truth to sustain it. It is contrary to all the evidence that 
was offered in the case, and it is utterly destitute of the truth. The stock and 
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transfer books of the trust were placed in the hands of Mr. Monnett’s a.ssociate, 
Mr. Kincaid, during the Ohio investigation, who examined them thoroughly and 
expressed himself as thoroughly satisfied. 

raSMANTLINO OF WORKS. 

Ho speaks with feeling with reference to our having dismantle,d some works at 
Marietta.' I want to call attention to 2 at Marietta, Mr. Rice’s and Mr. Davis's.’ 
and I do not re<!all that wo have dismantled any there. I do not know of any 
works there that we have dismantled. 

Q. (By Mr. Farquhas.) This commission, in some of its testimony, has had 
considerable stre.ss laid on the dismantling of the works by your company, and 
the delocalizing, transfen-ing of business from towns and othoj- places and the 
conct'ntration into larger plants. Would you give the business reasons of the 
Standard with respect to any of these ch.anges?—A. I shall he glad to, and I have 
it in another place. I think you will find it amply treated. 

THE standard's OHIO BUSINESS. 

Mr. Monnett makes a .statement which, even to a person unramiliar with tho 
oil business, is (piite unintelligible, to the effect that somehow from the buaine.ss 
of Ohio oil we make $120.000,00(1 a year.” It is entirely ridiculous. As I say. it 
is exceedingly difficult to know what he has in his mind. It certainly had no nda- 
tion to the facts. I liav(‘ hail iireparcd a statement which shows the total sales 
in the State of Ohio of refined-oil products for 1808 to he .$970,708.5(1. 

y. (By Mr. .Tenks.) That includes all by-products?—A. Yes; I will a.sk you to 
discount his statement at least $110,00(),000. 

Q. (By Mr. Cdarke. ) Tiiat is the sales by your company?— A. These were the 
total .sales. 


BRIBERY CASE IN OHIO. 

I must speak somewhat guardedly, in tho nature of things, about what Mr. 
Monnett saw fit to say about the conduct of bribery cases in Ohio.' With refer¬ 
ence to the so-called ” bi'ibery ” e.a.se in Ohio, I desire to say that affidavits have 
been filed with the su]ireme court of the State of Ohio denying specifically all of 
Mr. Monnett's charges of attempteil bribery and all of his allegations in relation 
thereto, and asking the court to appoint a commi.ssioner to investigate the charges. 
The court has not yet acted upon the subject. If they do not, we will then see 
whether there is not some other method by which Mr. Monnett can bo compelled 
to answer on this matter. 

Q. (By Mr. Farquhar.) What is the suppo.sed amount of bribery?—A. The 
newspapers have it about $-100,0(10. 

Q. (By Mr. S.uyth.) Paid to whom—to Monnett?— A. To Mr. Monnett; yes. 
I say we have an.swered the matter and our answer is liefore the suin-eme court. 
With reference to what our final attitude will be it would bo unwise for me to 
state now. We court an inve.stigation. 

Q. (By Mr. Katchford.) Are you prepared to say that such a proposition 

might not have been made without your knowledge, or do you deny-—A. We 

have denied it to the very uttermost. Our answer is now in court. 

(J. The answer of your company?—A. The answer of our company. 

1 want to speak a word regarding the recommendation by Mr. Monnett of Mr. 
W. H. Clark, of Newark, Ohio, as a competent witness.* In recommending this 
w’itness to you Mr. Monnidt must have known that he was .an untruthful, di.s- 
honest, discharged employee, and his imposing him upon you as a witness wa.s an 
insult alike to you, to our intere.st, and to the country at large. 

(COMPETITORS IN OHIO. 

Mr. Monnett testifies, in answer to a (luestion by Mr. Harris, as follows; “( 5 . 
What companies are competing with the Standard Oil Company in Ohio now?— 
A. There is only a limited competition—I think the Scofield, Shnrmer & Teagle 


> See p. 308. 

’Compare pp. iV18, .MO, 5.09; Mr. Davis, pp. 361,361; Mr. Rice, p. (187, 
® Compare pp. 311,316. 

* See pp. 313,310. 

•See p. 313. 
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people; and a man by the name of Shull, at Mansfield, has an independent agency 
and only a limited product. The Shurmer & Teagle people originally had a con¬ 
tract wnereby they were allowed to live—to sell and Mve."' 

Mr. Monnett again refers to the absence of competition in Ohio and repeats 
that he does not know of a single independent chartered corporation left in the 
State of Ohio.’ However, he attempts to carry the impression that we are attempt¬ 
ing to deceive the public by operating through different names in the State. He 
quotes the Penn Oil Company.® I do not know what he means by this, as we 
have no such company operating in the State. 

I now submit statements showing a partial list of our competitors in Ohio, 
composed of pipelines, refiners, and producers, covering corporations, partnerships, 
firms, and individuals. Tlie list is only partial, but it rives some indication of the 
utter lack of knowledge, or worse, that actuated Mr. Monnett in his statement.® 

I will give you a summary of the incorporated companies engaged in the State of 
Ohio; not in the southern part, but in the Lima district. There are 159 corporations. 

Q. (By Mr. Smyth.) Not controlled by the Standard Oil Company?— A. Not to 
the interest of a dollar. They are, of course, all creatures of the State of Ohio, 
and if not chartered under the State they are all registered under the laws of 
Ohio and paying taxes in that State. There are partnerships, ‘..'.58. 

Q. Not owned or controlled by the Standard Oil Company?—A. Not to the 
extent of a dollar. 

Q. Not .agents?—A. Not agents of the Standard Oil Company in any way or 
sense. . . . 

Q. (By Mr. Phillips.) H.ave yon any interest in these companies, m producing 
with them?—A. None that I know of. 

Q. You have alliances with proilucers in the Pennsylvania field?—A. Our busi¬ 
ness in Ohio is done in the name of the Ohio Oil Company. 

Q. The point I wish to make is this. Have you not an eighth, a quarter, or a 
third in the leases in Ohio, as you have in Pennsylvania?-A. Not in these that I 
am presenting, 

Q. In Pennsylvania and West Virginia you liave?—A. Not that I know of. 

tj. Are you not interested a (inarter or an eighth?—A. Wo may be to a small 
extent. ■ . , . . ^ j,,. 

Q. (By Mr. Jenks.) But not at all in any of these?— A. It is such a trifling 
exception as not to be an e.xception, if at all. Of individuals there are 1,240,169 
corporations, 2,58 partnerships; and there are of refining concerns not in the 
remotest degree rriated to the Standard Oil Company 8 active large concerns 
chartered by and doing business in the State of Ohio, which makes a grand total 
of concerns doing business in competition with us of 1.665 in the Lima district 
against Mr. Monnett's 1 concern that he could name and 1 business man that had 
a station at Mansfield. 

Q. (By Mr. Phillips.) What per cent of the Lima field do you control in pro¬ 
duction?—A. I have that here. 

Q. (By Mr. A. L. Harris.) I had in my mind, when I asked Mr. Monnett the 
question, the refining companies, not the producing companies.—A. He answered 
silso regarding the producing companies—regarding them all. 

Q. I asked the question with reference to the refining companies, and I think 
that he intended to make the answer to my question.—A. His answer mentioned 
producing companies, and ho spoke about the Penn Company being a producing 
company, but claimed that was ours. 

Q. Is that a refining company?—A. It is a producing company. , „ 

Q. (By Mr. Batchpord.) The witness has stated that the Standard Oil Com¬ 
pany has virtually no interest in a number of producing companies he has men¬ 
tioned. Have they no interest in the refining companies?—A. None whatever, I 
believe. 

Q. No relations with refining companies?—A. None whatever. 

Q. (By Mr. A. L. Harris.) How many refineries outside of the Standard are in 
operation in Ohio now?—A. I have just given them. I do not think this covers 
them all, but the larger ones. This was made the first of the year. They are: 
Craig Oil Company, Cleveland Refining Company, Diamond Oil Company, Man¬ 
hattan Oil Company, National Refining Compaq, Producers’ Refining Company, 
Paragon Refining Company, and the Sun Oil Company. This is made up with 


■ See p. 318. 1 See p. 3Z5. • See p. 328. 

* Detailed list fllea with commissioa. The refiners are included in the general list of compet¬ 
ing refiners given above, pp. 641,543. 
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reference to the Ohio field. 1 might say also that the business done by these com¬ 
panies, and in which we had not one dollar of interest, direct or indirect, or one 
iota of control in any way, aggregated for the 5 years from 1894 to 1898, inclusive, 
14,647,949 barrels. I am reminded there are some Cleveland refineries in compe¬ 
tition with ours, not included in this list. By the way, these Cleveland refineries 
are included in the general list of refineries which I gave in answer to Mr. Lee’s 
testimony. I have further a supplementary list of competitive producing com¬ 
panies, made up of oreanlzations, corporations, partnerships,* and individuals 
operating in southern Ohio, apart from the Lima field, aggregating 10 corpora¬ 
tions, 8 partnerships, 89 individuals, or a total of 98 in that section, which should 
be added.' 

AGITATION OF THE OIL-TEST QUESTION IN ENGLAND. 

Mr. Monnett shows his vindictiveness as against the American oil industry by 
applauding a scurrilous pamphlet put out by one of the yellow journals of London 
at the instance of the Russian oil dealers as against American oil.® There was 
not a word of justification for the statements made, and a committee of Parlia¬ 
ment, who have gone into the subject moat thoroughly with reference to possible 
legislation on the oil-test question in England, have upheld American oil as 
against all the outrageous charges made by the Russian industry and given pub¬ 
licity through this scurrilous pamphlet. I wish to say one word on the magnitude 
of the Russian oil industry and its menace to our American industry. Nowhere 
during the past year have they made so determined an effort against American 
oil as they have in England, and they have retained a journal of the lowest order 
to make these scurrilous attacks. The name of the journal is the Star, and this 
pamphlet is published undoubtedly at their instance, although it is anonymous in 
its character. Even the Russian people who put it out would not put their 
names to it. I have here a further statement of the Russian oil industry, giving 
statistics in detail, whicti I am sure you will find of great interest. 

Q. (By Mr. Jenks.) Can you ^ive us a reference to the official statements of the 
committee of Parliament to winch you refer?—A. I will get that for you.* 

Q. (By Mr. Farquiiae.) You state the Star article is on the side of the Russian 
industry?—A. They applaud the Russian oil and decry American oil; that is the 
purpose of the publication. The thing is to cry down the American oil. 

Q. And you claim they injure the Standard?—A. That is where they—yes; we 
are the large distributors. 

Q. What is the test?—A. 78 Abel. 

Q. What is the equivalent of the test?—A. About 120. I might add a further 
list of the Ohio companies organized since November, 1898, and not yet published. 

I will put them in.* 


PRICES OP CRUDE AND REFINED OIL, 1870 TO 1898. 

Mr. Monnett endeavors to make a statement that the dismantling of the Stand¬ 
ard Oil Company would reduce prices of oil to con.sumer8.' I wish to answer this 
by^ving statistics showing the record of cost and prices for a period. 

The world-wide facilities employed by the Standard Oil Company and its affili¬ 
ated interests for the distribution of refined oil would involve years of effort, 
and a similar amount of capital to replace, and would immeasurably increase the 
cost of oil to the consumer. 

9 . (By Mr. Jenks.) The price of refined oil in the table is the average export 
price?—A. Yes. 

Q. Export prices fix the price of domestic refined?—A. Substantially so.® 

9 . Can you furnish to the commission also a list of prices of remied water- 
white oil in the oil markets of New Y'ork, Chicago, and Cincinnati?—A. If you 
will give me a memorandum of that I will. 


• Platred on file with commission. 
*Seep. 319. 

* On file with commissloD. 


* See p. 323. See also p. 317; Mr. Thurber, p. 4; Mr. Westgate. 
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Pennsylvania oil, stocks, and prices. 


Year. 

Aven^re^ 
daily I 
product.] 

Avert^e 

price 

per 

barrel. 

Export 

1 price, 

1 reflned, 
per 
i;^lon. 

ijtocks in¬ 
creased. 

Stocks de¬ 
creased. 

Total 

stocks. 


Uavrelft. 


i Cents. 

Barrels. 

Barrels. 

Barrels. 


15,a^>0 ' 

$3.90 

264 

m.m 


544.626 

1H71 . 

15. WK) 

4.40 

i 244 


12,626 

532.000 


17, its 1 

2.75 


552 , 22:1 


1,084,423 


27, JW 

1.80 

181 

18 

541,134 


1,825,157 


29,937 ■ 

1.1.5 

2.080,462 


8,705.639 


24,U75 

l.24f 

18 


155,4.-19 

3 , 5 . 50.200 


24.605 

2.67* 

194 


725,461 

2,824,739 


85,938 

2.89; 

15} 

:^.698 


3,127,837 


41.544 


10} 

1,487.46.8 


4.615,300 


54,208 

.86i 


3. m 9.56 


8,562,256 


71.114 , 

.941 

94 

8.592.848 


17,145,104 


75,004 

.a5i 

8 

8,615,947 


28,761,061 


83,338 

.7Hi 

78 

8.574.IW1 


1 84,335,144 


&3,86r) 

1. 051 

94 

1.380.421 


85.715,566 


&5,129 

.8:44 

8} 

1.157.:B7 


36,872,892 


66,921 

.884 

94 


3,.ma54 

38,639,038 


70,679 

.714 

74 


! 171,140 

33,367,898 


68,846 

.66t 

6} 


' 5.011.786 

28,357,113 


45,068 , 

.87 

74 


9,7.52.638 

18,604.474 


58,869 1 


74 


7.699.681 

10,904,798 


82,876 1 

.864 

74 


1,609,379 

9,2a5..514 


08.191 : 

.m 

6j 

6.1H7.719 


15.343,288 


01,338 

.554 ! 

6. ifi 



17,395.389 


a5]296 

.64 : 

5.24 


5.284,206 

12.111,183 


84. aM 

.884 

5.19 


5,774,406 

6,336.777 


84,820 

1.85i 

7,36 


1,174,873 

5,161.905 


02,815 

1.19 

6 .98 i 

4,488,678 


9,550,583 


96,:i57 

.784 

5. 91 ' 

1,2:».069 


10,789,652 


85’, 206 

.914 

6.81 

752.101 


11,541,753 









Since 1870 the daily production has increased 450 per cent, the price of crude 
oil has declined 75 per cent, and the price of refined about 751 per cent. 


Average prices received for deliveries of standard white illuminating oils at New 
York City, Chicago, III., and Cincinnati, Ohio, during years 1SS5 to 1S90, 
inclusive. 

[Pi'ioes (fireu are cents per gallon in bulk, exclusive of the package; 2i <'ent.‘? ijer gallon added 
will give average price, including Ijarrel.] 

NEW YORK CITY. 


Month. 

Year. 

1885. 

1886. 

1687. 

1888. 

1S8». 

1890. 

IWl. 

1892. 

1898. 

1894. 

1895 

1896. 

1897 

1898. 

1899. 

January . 

6.16 

6.40 

5.63 

5.39 

5.62 

4.66 

4.47 

8.86 

5.30 

4.08 

4.50 

4.99 

3.80 

3.05 

4.28 


6.09 

6 47 

5,52 

5.41! 

5 57 

4 87 

4.44 

8 , 7 ; 

5.01 

4.0(1 

4.42 

4.Kn 

3.31 

3 09 

4 34 

March. 

5.96 

«, la 

5.45 

5.44 

5.44 

4.61) 

4.42 

3.88 

4.87 

3,78 

4.5(1 

4,78 

:i4:i 

3.811 

4.01 


6(K4 

5.9C 

5.09 

6.55 

5 17 

4.54 

4.48 

3,77 

5.42 

4.92 

6.6n 

4.49 

8.58 

3.62 

4.08 


6 69 

5 89 

5.21 

5.54 

5,01 

4 40 

4.44 

3,57 

5. 

4.26 

4.96 

4.09 

3.54 

3.(tt 

4.05 


6 02 

5.59 

4 7H 

5 5»l 

4,82 

4 32 

4 18 

:i.08 

5 . 1(1 

4,VH 

4.55 

4.4(1 

3.55 

3.5n 

3.98 

July. 

6.88 

5 76 

4.65 

5.47 

4,81 

4,72 

4. in 

3.29 

5.07 

4.2fl 

4.49 

3.6(1 

3.31 

3 96 


August. 

September. 

October. 

6.08 

5 65 

4 71 

4 52 

4.81 

4.81 

3.96 

3 25 

5.09 

3,88 

8.79 

3.47 

3.3(1 

4 ()5 


6 11 

5 62 

4,67 

4 , 7:1 

4 78 

1 HI 

4,08 

3.26 

4,66 

3.87 

3.8(1 

3.32 

3 14 

4 ()2 


6 35 

5.46 

4.61 

4 81 

4 72 

4 85 

3 97 

3,27 

4.48 

8.87 

3.KI 

3,7( 

3(H 

4 22 


November. 

6 51 

5 41 

4 67 

5 0? 

4.8(1 

4 87 

3 9f 

4 1)9 

4.34 

:4,81 

4 65 

3,74 

3.05 

4.1( 


December. 

6.47 

5.43 

4.94 

6. U 

4.77 

4.69 

3.70 

4.37 

3.7! 

3.78 

5.06 

3.44 

3.25 

4.15 


Total year. 

6.21 

EB 

6.01 

EB 

6,01 

4.67 

4.16 

3.61 

i 

4.07 

4.56 

3.96 

3.31 

.3.79 
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Average prices received for deliveries of standard white illuminating oils at New 
York City. Chicago, III,, and Cincinnati, Ohio, during years 1885 to 1899, 
inctusive—ConMnwed. 


OHICAOO, ILL. 


Month. 







Year. 







1886. 

ifm. 

1887. 

1888. 

1889 

I81K). 

1891. 

1892. 

1893. 

1894. 

1895. 

1896. 

IS97. 

1898. 

1899. 

January . 

4.8.3 

6.08 

4,88 

.6.31 

,6.1.1 

5.0;3 

4.05 

3.82 

.1..61 

3.68 

.3.17 

4.99 

3.06 

2.77 

.3.80 

Pebruai’v. 

4.88 

4J.0t 

4.911 

5.51 

5.22 

4.i«i 

4.34 

3.72 

2,63 

3.68 

.3.68 

4.52 

3.0(, 

2.82 

3.81 

March. 

.6.07 

.6. .6(1 

4 71 

5.4(: 

.6 25- 

4.81 

4,04 

3 74 

3.57 

3. .57 

4.08 

4.13 

2.98 

2.97 

3.60 

April. 

May. 

5,0(1 

6, .37 

4 74 

.6.13 

5 17 

4,81 

4.01 

3.38 

3,47 

3, .54 

4.35 

3.88 

3. OH 

3.(f8 

3.53 

4.»:i 

r>. B! 

4 68 

5.03 

.6 (>7 

4.94 

4 08 

3.28 

3,75 

3 24 

3.1111 

3.75 

2.84 

3.04 

3. .62 

June. 

4.80 

6.(ei 

4.7(1 

4.93 

5.07 

4.82 

4. Ot 

3,28 

3 7(1 

3.51 

4.U(] 

3,47 

2.78 

3.04 

:i.5a 

July. 

6.^1 

4.08 

4.69 

4.02 

5 02 

4.50 

4 (W 

3 42 

3,65 

3.15 

3.64 

3.18 

2,77 

3,o:i 


AuRUSt. 

S.XT 

4.V7 

4. .62 

4,7(1 

.6.2(: 

4.3(1 

3.88 

HM 

3.69 

3, .61 

3 25 

3.25 

2.711 

3.09 


September. 

6.51 

4.5(6 

4,.6;4 

5.03 

,6.25 


4 13 

3,20 

3.64 

3.72 

3.20 

3.31 

2.8(1 

3.19 


Octolkor. 

.6.70 

4.03 

4.60 

.6 ;;6 

.6 

4.34 

3.97 

3.;J8 

3 .66 

3,47 

3 74 

3.24 

2.59 

3,4;i 


November.. 

0.04 

4.88 

4,79 

5.18 

5.08 

4.97 

4,03 

3.40 

3.611 

3.54 

4.41 

3.08 

•i.t* 

3.49 


December. 

6.00 

4.06 

4.5ti 

5.01 

5,21 

4.18 

4.(H 

3.40 

3.80 

3.3(5 

4.89 

3.13 

2.80 

3.r>o 


Total year. 

6.40 

0.23 

4.07 

5.14 

.6.10 

_ 

4.59 

4.01 

.3.48 

3.-67 

3.57 

3.96 

_ 

3.66 

2.93 

_ 

.3.29 

. 


CINCINNATI, OHIO. 


Month. 







Year. 

189:i.|l894. 






1885.|l886. 

1887. 

1888. 

1889. 

1890. 

1891.' 

18ie. 

1»5. 

1«9«. 

1897. 

1898. 

1899. 

January . 

4.56 

.6,81 

4.61 

.5.114 

4.86 

4.65 

. 3 . 99 ' 

.1.82* 

.3..^3 

3.06 

,3.11 

4.70 

2.82 

2.07 

3.68 

February. 

4, 111 

5.73 

4.6.‘l 

.6.24 

4.95 

4.4(1 

:•{, 77' 

3,32 

3 . 3:1 

3.011 


4.31 

2.82 

2.67 

3.68 

March. 

4.H(, 

.6,29 

4.44 

.6.13 

4.96 

4.4(1 

,1.00 

:3.;i2. 


,3. OH 

3.82 

3.99 

2,82 

2.9t 

3 44 

April. 

May. 

4.7i 

5.10 

4.47 

4.86 

4.9C 

4.:ki 

.3,40 

H.m' 

3 , 3:1 

,3.07 

.6.96 

3.84 

2.66 

2.92 

3,43 

i.m 

4.92; 

4.41 

4,76 

4.8(1 

4.2(1 

H. 48* 

.i.;b' 

3 , 3:1 

H.iHi 

,6.08 

3.46 

2. .69 

2.91 

3.40 

June. 

4.58 

4.75 

4 . 4:1 

4.66 

4.81 

4.2(1 

3.5.6 

3,3:3| 

3.16 

3.07 

4.87 

3.07 

2.62 

2.91 

3.40 

July. 

4.9.' 

4,71 

4.32 

4.65 

4,75 

4.2(1 

3 . 50 : 

. 3 , 31 ' 

3.05 

3.06 

4.32 

H. 1,6 

2.8(; 

2.91 


August. 

6.01 

4.70 

4.2.6 

4 . 4:1 

4,«1 

4.17 

3 62 

.3 34 

3 m 

3.02 

•A. 81 

3.09 

2.8(1 

2.89 


September. 

Octolwr. 

5,24 

4.08 

4,2t 

4.7(1 

4. Hi- 

4.12 

HAI 

3,:i3l 

3,05 

3,05 

3, k:i 

3,07 

2.65 

3, Ot 


5,4;- 

4.66 

4 2 ;- 

5.0(1 

4.9t 

4.02 

.3. . 3:11 

:j.25i 

3.0(1 

3 . 0 :: 

.3.84 

2.9(1 

2.61 

3.32 


November. 

.6, 77 

4.6b 

4.52 

4 91 

4.81 

4.02 

3,:i4i 

3..3li 

3.0(1 

3.0t 

4,18 

2.811 

2.65 

:i32 


December. 

6.82 

4.69, 

4.65 

4.74 

4.94 

4.02 


3.33! 

3.07 

3.09 

4.82 

2.86 

2.64 

3.45 


Total year. 

5.13 

4.961 4.40 

4.87 

4.89 

4.18 

3.52, 

3.31; 

3.18 

3.06 

4.12 

3.46 

2.71 

3.07 



Whereupon the commission, at 1 o'clock p. m., took a recess until ‘J o'clock. 

INDEPENDENTS WANTED TO COMBINE WITH THE STANDARD. 

Q. (By Mr. Phillips.) Will you continue ^our statement?—A. I will, with 
pleasure. I desire to make a word of explanation. Senator Lee has called my 
attention to the fact that in his opinion my testimony indicated that hia approach 
to ns with reference to their business was with a view to selling their properties. 
I did not mean so to state. His approach to ns was with a view to combination. 
I supped I had so clearly stated it; I make this statement in the fear I did not. 

Q. Was it in regard to combination, or was it just not to be interfered with in 
getting a line through to New York—the right to live, rather than the combina¬ 
tion; was it not put in that form?—A. My understanding of it was, as I "have 
stated, a combination.' 


MR. THEODORE F. DAVIS. 

I take up further the testimony of Mr. Theodore F. Davis, of Marietta, Ohio. 
It is a trine difficult for us to understand why this (fentleman should have 
appeared before you; he certainly has had no experience in the refining of oil, or 
as an owner of a refinery, that would at all qualify him to appear before you as 
a witness on this imixirtant subject. Ho has had an interest in a little alleged 
refinery at Marietta, which he bought when he was somewhat in politics. He 
immediately approached ns to sell the property. We declined to buy it, on the 
ground that it was valueless as a working plant and had no value as competition; 


> Seo above, pp. 530 aud 531. 
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and I had forgotten that there was such a thing until his appearance here. 
Immediately after his appearance before you he evidently thought he had again 
made himself prominent enough to succeed in selling it, and he came to me in 
New York offering to sell this property. I will submit a letter from him on the 
subject, and my reply thereto, which covers all that need be said of this case. I 
think the only possible explanation on this matter with reference to his appear¬ 
ance is, that he came at Mr. Monnett’s invitation as one of his c.ombination. His 
letter was written after his interview with me; my reply, as you will see, imme¬ 
diately followed it. His letter is dated July 1,1 1899; his appearance here before 
you was on June 9, 1899. 

“I called on you about 2 weeks ago with letter of introduction from- 

-, and I presented the matter of negotiation for my refinery property at this 

place. You made memorandum of it and stated that you would present the mat¬ 
ter to your people soon after the 4th of July, and as I have not heard from you, 
presume j'on have overlooked it. I have permitted one ojjtion to exjjire and 
have declined the proposition of another party to negotiate for them, not intimat¬ 
ing why I do so, which is my appointment with you in regard to the matter. 
Please indicate your desire in regard to whether you are inclined or desire to 
further consider the negotiation. I, as stated, much prefer dealing with your 
people than with others, yet do not want to lot the favorable conditions pass by. 
Hoping to hear from you soon, 

“ Very truly, yours, Theo. F. Davis.’’ 

To which I replied, under date of .Tuly 18: 

“ I am duly in receipt of your favor of July l.S. I beg to return you herewith 
the schedule of refinery property which you loft with me. The jiroperty is of such 
a character as to be without value to us, and we do not care, therefore, to buy it. 

“Appreciating your expression that you prefer to sell the property to us rather 
than to other buyers, I am, 

“ Truly, yours, Jno. D. Abchbold.” 

I do not auppo.se it is at all necessary to take up any further statements regard¬ 
ing this gentleman. I h,ave an interesting letter here regarding him from his 
partner in the refinery business, but I will not read it unless you ask it to be read. 

Q. What do you say about reading this letter?—A. It is a personal letter, but I 
can read that part of it referring to the matter. It is from Mr. Macdonald, and he 
authorized me to use it if I cared to. Some parts of it are so personal that under 
suggestions made here I would not read them. 

Q. (By Mr. Clarke.) What is your purpose?—A. Nothing, except to show the 
character of the gentleman in relation to the refining trade, appearing here as one 
having knowledge. 

Mr. PuiLLIPS. Without objection, the letter will be read, omitting the iiersonal 
parts. 

The Witness. The letter is dated at Newark, Ohio, July 17. 1899, and is from 
Gei^e T. Macdonald. 

(Witness at this point read the letter.) 


MR. T. B. WESTGATE—THE PURE OIL COMPANY IN NEW YORK. 

I have to answer next concerning T. B. Westgate. Mr. Westgate begins by 
going over substantially the same ground with reference to the advent of the Pure 
Oil Company in Greater New York,' which has already been covered in the testi¬ 
mony of Mr. Lee. 


IMITATING BRANDS AND COLORS. 

He makes a statement charging that the Standard Oil Company imitated his 
yellow barrels and used his brands so that they might get trade which he had 
built up by the use of these barrels and brands as a special trade-mark.* I have 
carefully Investigated that question, and I find it to be the fact that instead of 
our havingattempted to use Mr. Westgate’s brands the real facts are he used our 
brands. The yellow brand, as defining a certain special quality of oil, had been 
in nse by us in that territory for many years before Mr. Westgate appeared there, 
and when he came he adopted our yellow barrel so as to facilitate lus chances for 


See p. 306. Compare Mr. Lee, p. 266; Mr. Archbold, p. 628. 
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netting business. I deny emphatically that we have ever used his barrels and 
brands, and assert that he did use ours. . mu x i, j , 

Q. (By Mr. Jenks.) That he used your brand?-A. That he nfw op oolor. I 
deny his statement with reference'to Doth, and charge in turn that he used our 

4 (By Mr. Smyth.) How about the charge of using their brands?— A. It is 
absolutely untrue: absolutely and unqualifiedly untrue. 

y. (By Mr. J knks. ) The statement was made here, I believe, that you had used 
the brand “ Sunlight Doubly Refined,” but put your name on the outside of the 
circle, which would not be an exact imitation, but would be using the name that 
he was using for his oil?—A. No; I deny the whole matter in toto. 

Q. You had yourselves been using barrels of that same color before he began 
selling in that territory?—A. I know so, because I had to do business in that sec¬ 
tion and with the company who made the yellow barrels, and knew all about it. 


COMI'KTITIU.N .\t fulto.n, n. y. 

Q. In regard to the statement about Fulton, N. Y.?'—A. The facts are that he 
first enticed away from us the man Crandall, to whom he refers. He began a 
campaign against our trade by cutting prices. We, in self-defense, finally put on 
another seller of oil to compete with him and to regain lost trade. 

CHARLES FREY, OF HOBOKEN— ALLEOEI) FRICK .vaRKEMBNT. 

He goes with great particularity into the case of Charles Frey, of Holwken, N, J., 
whom he characterizes as a German with Bismarckian blood in him, who had 
threatened us with dynamite, etc.' I carefully investigated the case, having 
talked personally with our Jersey City agent, who was our agent at the period 
mentioned by Mr. Westgate. He denies emphatically ever havingmadeany such 
threat toward Mr. Frey as Mr. Westgate testified to, or ever having had any under¬ 
standing with him as to prices in connection with the marketing of Mr. West- 
gate's oil or any competitive oil, as Mr. Westgate testifies. As a matter of fact, 
the man Frey was a customer of ours to a considerable extent, having bought, 
in the year 1890, his principal supplies from us; he was a man of violent temper, 
an avowed anarchist; he has not been in the business for a number of years now, 
although Mr. Westgate’s testimony would carry the impression that he has con¬ 
tinued to help him in the sale of oil at Hoboken. The last known of him was that 
he was running a saloon in Brooklyn. 


INDERBILLINO OF TANK OARS. 

Mr. Westgate alleges at great length and with some particularity the under- 
billing of tank cars, citing, as a sjiecial ca.se of which he had special knowledge, 
shipments from Glean, to iwints eastward. ’ 

I l)eg to present to you here letters from the officials of the Western New York 
and Pennsylvania Railroad and the Erie Railroad, being the only two lines out 
of Glean, on that subject, I will read first, if you please, the letter of Mr, Edward 
T. Johnson, general freight agent of the Western New York and Pennsylvania 
Railway Company, dated at Buffalo, August 10,1890, addressed to me, 

“ My attention nas been called to the testimony of Mr. Theodore B. Westgate 
(who 1 think is a refiner from Titusville, Pa.), before the Industrial Commission 
of Washington, in which he testified that it was his belief that shipments of the 
Standard Oil Company from Glean, N. Y,, in tank cars, were billM at a weight 
less than the actual contents of same. 

In answer to Mr. Westgate’s testimony I would say that I have investigated 
the matter, and of my own knowledge am positive that there is no arrangement 
of this kind now, nor has there been at any time heretofore, between thiscompany 
and the Standard Oil Company, or any of its representatives. On the contrary, 
I do know that on all oil shipments from Glean, where the weights have been per 
100 pounds, we have charged and collected freight on the full capacity of the tank 
cars, based on, first, 6.3 pounds to the gallon, subsequently on 6.4 pounds to the 
gallon, the change at Glean being made at the same time that it was put in force 
over the entire Western New York and Pennsylvania Railway. Where the 
weights have been per barrel we have charged and collected freight on basis of 
maximum number of barrels that the tank could contain. It is possible that in 


'9eepp.3(!8,.%9 •Socij.'Un 
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view of the hundreds of cars of oil that are shipped from Olean some clerical errors 
have been made by which the weight of a oar on the freight bill may have been 
misstated, but if so it has been by clerical error, only, and not by any arrangement 
with the Standard Oil Company or any of its representatives. 

“ The above is the situation now, and has been the case for at least 15 j^ears, 
during which time we have had full knowledge of all trafBc matters pertaining 
to shipments from Olean, and the above statement applies from all otner points 
on this road as well as from Olean, N. Y. 

“If it will be of any service to you I will be glad to put the aliove in the form 
of an affidavit, or will appear before any United States commissioner and testify 
in regard to same. 

“ Yours, truly, “Edwd. T. .Toiinson, 

“ General Freight Agent." 


For the Erie road, dated at New York, August 29,1899, addressed to me by 
George G. Cocliran, fourth vice-president: 

• ‘ IfefeiTing to Mr. Harriott’s letter to you of the 28th inst., in regard to weights 
on oil. 

" I was trafdc m,anager of the Erie lines from .January. 1893, until March, 1896. 
and concur fully for this period in what Mr. Harriott says. The weight of 6.4 
pounds per gallon was maintained from the date of its adoption; previously, the 
average weight applied was 6.3 pounds per gallon. 

“ Yours, truly, 

•Gko. G. Gochrau. 

“ Fourth Viec-Preeidmt 


Also the letter'd Frank Harriott, general freight traffic manager of the Erie 
road: 

“ In regard to the testimony given before the Industrial Commissiou in Wash¬ 
ington, .Tune 8. 1899. by Mr. Theodore B. West,gate, of Titusville, in which he 
alleged that on .shipments of the Standard Oil Company from Olean. N. Y., tank 
cars were hilled at le.ss than their imtual weight, and in this way an advantage 
was given the Standard Oil Company over other shippers, I beg to say that for 
:! years I have been in charge of traffic matters, covering shipments from Olean 
and other points on the line of the Erie Railroad, and I can state positively that 
there is not now, nor has there ever been, an arrangement between this company 
and the Standard Oil Company, or any of its agents, of a nature testified to by 
Mr. Westgate, On the contrary, I know that on all shipments from Olean, as 
well as from all other points on the Erie Railroad where our tariff rates are ‘ per 
100 pounds,' we have charged and collected freight on the full-weight capacity of 
the tank car, based on 6.4 pounds per gallon, and in a few instances where rates 
have l)eeu ‘ per ban-el,’ we have charged and collected freight on the basis of the 
maximum numlmr of barrels that the tank car held; and this has been true on 
all shipments made by the Standard Oil Company, as well as by all other 
shippers. 

“ You are authorized to use this letter in any way that you think best, and if 1 
can furnish you any further information, I will bo glad to do so. 

'• Yours, truly, 

■ Frank Harriott, 
General Freight Traffic Manager.' 


I desire to submit also a pamphlet,' a book known as the Tank Gauge Hand¬ 
book, which covers by number every tank car with its full capacity that is in 
use in our businea.s, and which is in the hands of every railroad organization over 
which we make shipments; and I want to state positively that we have no under¬ 
standing, and never have had, with any railroad, with reference to the under¬ 
billing of any car. 

Q. (By Mr. Jenks.) You state you have in your freight business paid full 
weights according to the schedules given in this pamphlet?—A. According to the 
schedules given in this pamphlet 

Q. These two railroads from which you have supplied letters are the only ones 
out of Clean?—A. They are the only ones out of (jfean. The concluding part of 
Mr. Westgate’s testmony, with reference to railroad discriminations, is covered 
in the statement already made in reference to the same question in Mr. Lee’s 
testimony;’ namely, that the cases pending in the United States court are to 
recover freight which the railroads charge all shippers on bai-rels. The Interstate 


' On file with conunlsslon. 
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CoiimierCe Commission deoitle<l that railroads should carry baiTels free, and the 
railroa<ls, refusing to accede to such a decision, are testing the question in the 
United States court. A final decision will interest us to a larger extent than all 
other shippers. 


THRE.VT TO (U’T PRICES AT SOUTHBEND, WASH. 

(^. (By Mr. Jenks.) Mr. Westgate presenteil a letter from Portland, Oreg., 
which he put in evidence, with reference to some statements made by the special 
agent of the Standard Oil Com])any. The essential part of it is this: “You can 
rest assured that if anoOier carload of Sunlight oil arrives at your place, it will 
bo sold very cheap. We do not propose to allow another carload to come into 
that territory, unless it comes and is put on the market at ono-lnrtf its actual cost. 
You can convey this idea to the young man who imported the carload of Sunlight 
oil." Signed by George y. Flanders, of the Standard Oil Company.' The ques¬ 
tion is whether in competitive territory your people are authorized and instructed 
to make statements of that kind?~A. If any such stotenient was made, it was a 
foolish statement by a foolish and unwise man, and in our thousands of employees 
we do have some. Tlie statement had missed my attention, if it was in my copy, 
or I would have investigated it. 

Q. I will give you a specific reference to it: It is, Portland, Oreg.; George C. 
Flanders, special agent.—A. I will say again the gentleman had no such instruc¬ 
tions: any such statement as that was unauthorized and unwise. 

(The following letter, with the annexed newspaper clipping, was subsequently 
submitted by the witness:) 

26 Broadway, New York, October 2 ,'. 1 S 9 S . 

Dear Sir: Referring to the letter submitted to the Industrial Commission at 
Washington, written by George C. Flanders from Portland, Oreg., to a merchant 
at Southliend, Wash., and to which you called my attention. While the Stand¬ 
ard Oil Company does compete with other merchants for business, it is done, 
though, on the basis of a fair iliargiu of profit, and Mr. Flanders did not have any 
authority to write that oil would be sold on the basis mentioned in his letter. The 
letter referred to was written some years ago (in March. 1864), and was intended 
to be written in a jocular manner to deny a claim that he was selling an oil infe¬ 
rior in quality to that sold by others. The Standard Oil Company is at times 
unjustly accused of doing this, as is evidenced'by the inclosed article taken from 
a Los Angeles paper, and a wrong construction might at times be put on a letter 
written to refute a claim of this kind. 

Yours, truly, H. M. Tii.ford. 

.1. D. Archbodd, 

;?(; Broadway, New )'(>rk. 

ASSASSI.N'ATION KBROSE.NE. 

Pomona. Oct. C.—[To the Editor of the Times:] To my positive knowledge 90 
per cent of the kerosene sold in Pomona, Pasadena, Riverside, and Anaheim is a 
dangerously low-test oil. To sell kerosene for domestic use under a test of 120 in 
the Eastern States is punislie,! by long terms of imprisonment and from $250 to 
$.500 fine. There are no laws regulating this matter in southern California. The 
result is human life is sacrificed and many homes destroyed. This oil is shipped 
into these towns by (he Standard Oil Company and sold to the grocers, wlm in 
turn sell it to the public as the liest Eastern kerosene. By actual tests I find the 
lowest CTade used about the buildinjjs of the Santa Fe Railroad Company is 150 
fire, and that sold by the Standard Oil Company to the grocere of those towns as 
follows: Elain, in cans and cases, 118 to 120 fire: Pratt s Astral, in cans and cases, 
98 to 104 fire; Pearl, in cans and cases, 98 to 104 fire: Eastern, in bulk, 98 to 104 
fire. The meaning of the fire test is at what temperature Fahrenheit will the oil 
throw off an explosive gas. An ordinary lamp often attains a temperature of 120 
degrees." Therefore, any oil that will throw off thisgas under that temperature is 
termed by oil men “Assassination oil." With these facts in view, is it any won¬ 
der that lamps explode and human life is sacrificed? In the name of humanity, 
can not the public be protected from this dangerous imposition? 

H. S, Walker. 


Mr. Emury, pp. Mr. MutbfWF. p, 495, top. 
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PROSPERODS OIL PRODUCERS. 

1 will take tip the testimony of Mr. Lockwood. Mr. Lockwood says;' “ The 
Standard Oil Company have driven into financial obscurity, bankruptcy, or sei-v- 
itude the men whose energy and enterprise have develojied this great oil producing 
and refining industry of America." I hand you a .statement, made so much in 
detail that I will not attempt to weary you with its reading, of jirodncers who 
have been prominent in the business in what is known as the Pennsylvania oil- 
producing section—the section Mr. Lockwood was treating of. 

Q. (By Mr. Smyth.) How many names?—A. Tliere are hundreds of them; I 
have not figured it up—about 800.- 

Q. (By Mr. Kennedy.) Is Mr. Lockwood’s name in the list?—A. I supjiose it is. 

Q. Are they arranged alphabetically?—A. Yes; I see they have omitted Mr. 
Lockwood,’ 

SOUTH IMPROVEMENT COMPANY. 

I deny emphatically Mr. Lockwood’s statement that everything contemplated 
to be done for the South Improvement Company lias been done for the Standard 
Oil Company.^ As a matter of fact, the South Improvement Company never did 
any business, as Mr. Lockwood well knew, and the special features of exclusive 
freight contraids, which were contemplated in the South Improvement Company, 
were not attempted to be perpetuated by the people of the Standard Oil Com¬ 
pany. It was at once recognized that that special feature was not defensible, 
and it was abandoned absolutely.^ 


PIPE-LINK CONSOLIDATION-COST OP PIPAOE. 


Mr, Lockwood refers to the small pipe lines which sprang into existence in the 
early history of the oil busine-ss," They were inadequately capitalized in many 
cases; they were inefticient, and gave the producers such poor service that the 
remedy whiidi was proiiosed, consolidation, was very gladly welcomed by the 
producing class as a whole. The result was the pipage was reduced from 40 
cents, which was tlie prevailing price through the life of the small lines, to 30 
cents, and after consolidation to 20 cents.’ 

Q. About what time was the cost of iiipage reduced to 20 cents?—A. Shortly 
after the consolidation of the United Pipe Line system. 

Q. Has the price lowered since?-A. The price has remained at that figure. 

Q. There has been no reduction in the cost of piping for many years, 20 years 
or so?—A. No. It was consiilered a minimum price and has been considered a 


fair price." 

Q. (By Mr. Smyth.) A universal price 


to all?—A. A universal price to all 


comers. 

Q. The cost of building, controlling, and managing, I presume, has lessened?-— 
A. it has lessened and increased. If you figure from to-day’s standpoint it will 
lie higher of course. The long distances involved in laying the lines to some of 
the fieids, notably the field that Mr. Rogers spoke of—the West Virginia field—of 
course reiiuiro extensive operations. 


NO DISCRIMINATIONS SINCE THE INTERSTATE-COMMERCE LAW. 

Mr. Lockwood's statement that discriminations were continued in favor of the 
Standard Oil Company after the interstate-commerce law was passed," I desire 
to meet with absolute denial, and challenge him for any such record. He makes 
this statement, and then attempts to mve it color by referring to a ridiculous case 
which he and some of his copatriots had brought m Clarion County, Pennsylva¬ 
nia. 9 years before the interstate-i-ommeroe law was passed. In connection with 
this case he goes to the length of accusing the supreme court of the State of 
Pennsylvania of violating the constitution in order to prevent a conviction of the 
Standard Oil people. The statement is so outrageous for a gentleman of his call¬ 
ing that it carries its own answer, and perhaps should have no further comment. 


THE MATTHEWS-BDFFALO CASE. 

Mr. Lockwood goes at great length into that so-called Matthews-Buffalo case,® 
This case as first instituted attracted a great deal of attention. It has been made 
much of in the sensational press, and has been made much of by careless writers, 
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and I am very glad, indeed, of the opportunity to put this presentation on record 
in answer to the charges that Mr. Lockwood has made about this case and the 
sensational statements regarding it which he gave to the i)ublic through your 
hands. We shall he glad to go down, as related, exposing the sensational 
chai’ges that have been made in connection with it. I will, therefore, with your 
permission, read this statement: 

“Mr. Lockwood attempts to make much of the so-called Matthews-Buffalo 
case. 

“And indeed, gentlemen, this case has been more often and more thoroughly 
e.xploited in the way of misrepresentation, not only by men of Mr. Lockwoods 
type, but by careless writers of magazine articles pamphlets, and books, than 
any other case, unless it be that of Rice. It is high time that a simple, succinct 
statement of the ca-se should be made, and I am glad to make it. „ 

“The simple facts are that in 1881 Matthews, with two others, were in the 
employ in confidential capacities of the Vacuum Oil Company, of Rochester, N. Y. 
The executive ofBcers of this company were Messrs. H. B. and C. M. Everest, of 
Rochester, who, with their friends, represented a large ownership in the stock of 
the company, and were by contract fully in control of the management of the 
business of the company. Messrs. Everek were not at that time, nor have they 
ever been, interested in the stock of the btandard Oil Company. The Standard 
Oil Company were owners in the stock of the Vacuum Oil Company, but had no 
direct relation whatever with the management of its affairs. While still in the 
employ of the company Matthews and his two associates conspired together to 
leave the employ of the Vacuum Oil Company and establish a like business at 
Buffalo. To this end they had entered into a partnership aiTangement, had pre¬ 
pared themselves by using the Vacuum Company's patents for castings of the 
material to be used in construction, had thoroughly familiarized themselves with 
all methods of manufacture and with the patrons of the Vacuum Comiiany, and 
in every way prepared themselves to take advantage of the various businessjproc- 
esses—many of them covered by patents owned by the Vacuum Company. There 
is plenty of indisputable evidence that they did not expect their venture at Buffalo 
to really succeed on its merits, but they believed that by so imitating the brands 
and processes of the Vacuum Company they would induce the latter to buy them 
out at a high price. As I .say, there is plenty of evidence, even including that of 
one of the parties who was to join with Matthews, a man named Miller, that they 
expected to be Ixrught up by the Vacuum Oil Company or the Standard Oil Com¬ 
pany. Efforts were also made by the Matthews party to entice away other 
important employees of the Vacuum Company. After the business was gotten 
under headway at Buffalo, and the infringements befame evident, various suits 
w'ere brought by the Vacuum Company against Matthews and his associates. 
During this period Miller, one of tne Matthews party, solicited reemployment 
with the Vacuum Company, and finally, after considerable discussion, was reem¬ 
ployed. Later, having some disagreements with the Vacuum Company with 
reference to the question of his employment, he again coquetted with Matthews 
and the Buffalo party, and as a result of his statement before the grand jury as 
to what his intercourse had been with Messrs. Everest, and of other statements 
made before the gi'and jury, the nature of which was never disclosed, an indict¬ 
ment was found by the grand jury charging Messrs. Bv'erest and all the directors 
of the Vacuum Company, namely, Messrs. H. H. Rogers, A. M. McGregor, and 
myself, with conspiring against the business of the Buffalo company. The evi¬ 
dence produced in the case clearly indicated a carefully concocted effort on the 

E art of Matthews and his associates as against the Vacuum Company, and the 
alance of the testimony was tremendously in favor of the Vacuum Company. 
At the conclusion of the evidence for the prosecution the judge held, as he cofffd 
not have held otherwise, that not a scintilla of evidence had been produced against 
the so-called Standard people, namely, Messi-s. Rogers, McGregor, and Arcnbold, 
and directed the jury to acquit them, which they did. 

“As I have stated, the balance of the evidence in the case was so much against 
Matthews that it seems an act of gross injustice that thy udge sliould have allowed 
the case against Messrs. Everest to go to the jury. The result of the trial was 
that the jury, plainly influenced by the cunning idea of the district attoiney in 
behalf of the individual, Matthews, as against the so-called rich corporation, ren¬ 
dered a verdict against Messrs. Everest. Six of the jurors made affidavits, copies 
of which I attach hereto, that they only agreed to a verdict on the basis of the 
minor charge presented in the indictment, that of the enticing away from the 
Buffalo works of the man Miller by the Messrs. Everest. The judge Imposed a 
fine, the largest pennitted by the statute. As a matter of simple justice, the ver¬ 
dict should have been set aside entirely. All talk about the blowing up of the 
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Buffalo works, which has been so much exploited by the yellow journals and by 
careless writers, is the purest fiction. There never was anything of the kind. 

“With reference to Mr. Lockwood’s statement' that Matthews had verdicts 
against the Standard Oil Company people for civil damages for $270,000,1 may 
say that the statement is as false as every other feature which he presents. Aii 
action was brought by Matthews for $20,000, and a sympathy verdict for that 
amount was rendered by the jury. Judge Baker promptly set the verdict aside 
as being excessive and on the CTound that the jury were guided in their action by 
prejudice, passion, or sympathy. 

“Matthews brought further action for $250,000, which he never brought to 
trial. Any careful student of the case who will go thoroughly into the literature 
of the matter, which can be easily presented, will, after this lapse of all these 
years, reach no other conclusion than that Matthews and his associates, lay and 
professional, were engaged in an effort at extortion.” 

The following is the copy of the affidavit of six jurors, referred to above: 

State of New York, County of Erie, ss: 

Nicholas Demerly, of the town of Boston, John J. Kinney, Bernhard Schlebus, 
B. B. Musan, George W. Havens, John Ueblueher, being severally duly sworn, each 
for himself, deposes and says: That he was one of the jurythat served on the trial 
of H. B. Everest and C.M. Everest for conspiracy in the Erie County Oyer and Ter¬ 
miner in May, 1887: that the said jury rendered a general verdict of guilty against 
both of said defendants. And deponent further says that, as he verily believes, 
it was not the intention of said jury, in rendering said general verdict, to pro¬ 
nounce the defendants guilty of an attempt or conspiracy to blow up or bum the 
works of the Buffalo Lubricating Oil Company, Limited, but the conviction was, 
in the mind of deponent, based uixm the enticement of the witness. Miller, from 
the employ of said oil company, and he lielieves that the other members of the 
jury convicted the prisoners on the same ground. And deponent further says 
that he lielieves the ends of justice will be met in this case by the imposition of 
a fine iiiion the defendants, and he therefore begs to recommend to the court that 
the sentence of said defendants be that they pay a fine only, and that they be not 
sentenced to imprisonment. 

Nichol.vs H, Demerly. 

Nicholas Demerly was sworn to before me this 21st day of April. 1888. 

Subscribed and sworn to before me this the 2tst day or April, 1888. 

Ryal C. Payne, Notary Public. 

John J. Kinney. 

.John J. Kinney sworn to recommendation only. 

Sworn :ind subscribed before mo this 31st day of April, 1888. 

Jno. W. Fisher, 
Notary Public Erie County, N. 1’. 

Bernhard Schlebus. 

Subscribed and sworn to before me by Bernhard Schlebus this 30th day of 
April, 1883. 

S. M. Welch, Jr., 

Notary Public in and for Erie County, N. Y, 

R. B. Mason. 

Subscribed and sworn to before me this 2d day of May, 1888, by B. B. Mason. 

k M. Welch, Jr., 
Notary Public in and for Erie County. 

Georoe W. Havens. 

Subscribed and sworn to before me this 2d day of May, 1888, by Gteorge W. 
Havens. 

Prank S. Coit, 

Notary Publio in and for Erie County, N. V. 

John Ueblacker. 

Signed by John Ueblacker in the presence of John F. Knapp. 


* See p. 389. 
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State of New York, Erie County Cleric’s Office, ss: 

I, Otto H. Wende, clerk of said county, do hereby certify that I hare compared 
the annexed copy of affidavit and copy indorsements thereon with an original 
and its indorsements entered and on file in this office, and find the same to be 
true transcripts of and from the said originals, and the whole of each thereof. 

la witness whereof, I have hereunto set my hand and affixed the seal of said 
county, at Buffalo, this 39th day of August, A. D, 1899. 

Otto H, 'Wende, Clerk, 

Q. (By Mr. Jenks.) You have detailed records of the court which are at the 
dimosal of the commission if they desire them?—^A. Yes. 

p. (By Mr. Faequhar.) After the finding of the court with I'espect to con¬ 
spiracy in destroying the works, in the several actions for damages, 1 understood 
you to state that Matthews did not recover at all?—A. After Judge Barker set it 
aside there never was any further case brought to trial. There was an action 
pending for $350,000, which was never brought to trial. 

Q. (By Mr. Jenks. ) Did Matthews make any settlement of any kind with those 
against whom .imWient was awarded? He received no settlement at all?—A. I 
do not know what his relations were with his lawyers. It seems, as far as I have 
recollection of the matter, that after the decision, in the final settlement of the 
matter, his lawyer partners got most of what was left. I do not know that that 
is a very exceptional thing, but it is time in that. 

threaten the interstate commerce commission. 

Mr. Lockwood makes the ridiculous statement that the “combines” had 
threatened the Interstate Commerce Comintssion.' He evidently, in making this 
statement, desired to be understood that they had threatened it bodily, but this, 
I believe, he afterwards disavowed.* 

THE CASE OF OEOROE BICE. 

Mr. Lockwood goes at length into the Rice case, and attempts to enlist the 
sympathy of the commis.sion regarding Rice.' I now desire, first, to present to 
the commission a full statement of the original Rice case, made by Mr. D. O’Day, 
before the committee of the House of Representatives in 1888,“ pages 273 to 370. 
inclusive. This statement covers the exact facts regarding the much-talked-of 
Bice case. 

I would like to read Mr. O’Day’s testimony, if I may make it a part of my testi¬ 
mony. I will try and limit it so as not to weary you unduly, reading that which 
pertains as directly as possible to the Bice case; 

“Q. Do you remember the Cleveland and Marietta Bailroad Company?—A. I do. 

“y. You remember Mr. Pease was receiver?—A. I met him once; yes, sir. 

“y. Did you not have a conference with him upon the subject of making a rate 
over his rauroad for crude oil?—A. Yes, sir; but not for refined oil. 

“Q. When was that?—A. I think it was in 1883 or 1883. 

“Q. Where did you desire that oil to be transported; from what point to what 
point?—A. The arrangement that you speak of was not made with Mr. Pease. An 
arrangement was made with the managers of the Wheeling and Lake Erie Bail- 
road, I think, who at that time controlled the Marietta Bailroad, which was con¬ 
tinued after Mr. Pease, the receiver, was appointed. The arrangement consisted 
in making a thresh traffic with the railroad company of which the Macksburg 
line was a part. We made a connection from Marietta to a point south, the total 
arrangement of charge being divided between the railroad and the jiipe line. • 

“Q. What rate did you get over that railroad for the transiwrtation of oil?—A. 
To where? 

“Q. For the distance it passed over the railroad?—A. A good deal of oil was 
transported from Marietta to Cleveland. The bulk of it was transferred south to 
Marietta and Parkersburg. 

“Q. At what rate?—A. I think the through pipage rate and rail rate was 85 
cents, as I recollect it. 

‘:Q. What part of that did the railroad company get?—A. I have forgotten 
what the divisions were. My recollection is it was 80 and 1.5 cents. 

“Q. Was it not 10 cents'?—A. I can not say, sir; I can not be positive. 

“Q. I will read the following to yon to aid your recollection. It is an extract 


' See p. 3#0. 
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* Fiftieth Congress, first session, House Bepoi'ts. vol. 9. 
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of a letter to Mr. Eappello, general counsel of the receiver, and signed by P. 
Pease. He states that— 

“ ‘ Mr. O’Day, manager of the Standard Oil Company, met the general freight 
agent of the Wheeling and Lake Erie Railroad and our Mr. Tei-ry at Toledo about 
February 12, and made an agreement (verbal) to carry their oil at 10 cents per 
barrel. But Mr. O'Day compelled Mr. Terry to make a .S.5-ceut rate on all other 
oil going to Marietta, and that we should make the rebate of O.! cents per barrel 
on all oil shipped by other iiarties, and that the rebate should be paid over to 
them (The Standard Oil Company), thus giving us 10 cents per barrel for all oil 
shipped to Marietta, and the rebate of 2,5 cents per barrel going to the Standard 
Oil Comnany, making that company, say, $25 per day clear money on Mr. George 
Rice’s oil alone.’ 

“State whether that is a true statement.—A. It is not a true statement. 

“ Q. In what respect?—A. In the respect, first, of the divisions. It may be true 
regarding that, but I am not sure of that; I do not recall it well enough to know. 
It 18 not a true statement that we compelled the road in any sense to do anything 
of the kind. 

“Q. Wore you not under your agreement to have your oil transported from 
Marietta over the railroad at 10 cents a barrer?—A. We had an arrangement by 
which the through rate from the wells, which included the pipeage charge, was 
to be a certain figure, and was to Vie divided between the railroads and ourselves. 

“Q. What sWe did the railroad get?—A. My recollection, which is rather 
hearsay, was 20 cents pipeage rate and the railroad 15 cents. 

“ Q. And not 10 cents?—A. I do not want to be positive of that. 

“ By the Chairman: 

“ (J. Does that rate which you give include your local pipeage, too?—A. Yes, 
sir. 

“ By Mr. Gowen: 

• ‘ Q, Where did this oil strike the railroad?—A. At a place known as Macksburg. 

"Q. Went from there to Marietta, Ohio?—A. Yes, sir. 

Q. Now, I ask you it the rate which the railroad received out of the joint rate 
was not only 10 cents a barrel?—A. My recollection is, as I said before, 16 cents; 
I won’t be positive of that. 

“ Q. Would you assert your recollection agaimst a judicial determination of this 
question by the court?—A. I certainly should not. 

“ Q. Now, did you not make it as a part of that arrangement that this railroad 
company, or its receiver or manager, should charge a certain Mr. George Bice, 
who was a competitor with you, a higher rate on his oil?—A. No, sir. 

“Q. You did not?—A. We did not. 

" y. Were you not to receive and did you not receive from this railroad or its 
business a payment to your company on account of the oil they transported for 
Mr. George Rice?—A. Yes, sir; the railroad company agreed that the rates should 
cover all oil transported. 

“ U. What rate?—A. The fixed rate as between the railroail and the pipe line. 

“ Q, That is to say, that when the through rate of 35 cents was charged on the 
oil which passed through your pipe line and their railroad together, and out of 
which you received 20 or 25 cents, as your recollection may be, they were to charge 
the same rate to Mr. George Rice, whose oil passed only over their railroad and 
not through your pipe line?—A. There was nothing special about George Rice; it 
covered the oil. 

" Q. But did that other oil which was in competition with you pass through 
your pipe line’?—A. No, sir. 

DRAWBACK ON OTHERS’ OIL RETURNED BY ADVICE OF COUNSEL. 

‘ Q. Did not they, therefore, on that oil which only passed over their railroad and 
not tiirough your iiipe line pay t^’ou the same allowance or rebate that they did 
on your oil which did pass?—A. They did, but we returned it, through the advice 
of our counsel, Mr. Dodd. 

“ Q. How long did you keep it?—A. A very short time. 

“Q. It was a hot time for Mr. Bice?—A. Idon'tthinkit was; hewasahotman. 

“ Q. The result of that arrangement, if it had been carried out—assuming your 
recollection to he correct—you would have paid 15 cents to the railroad for your 
oil and Mr. Rice would have paid 35 cents, would he not?—A. No, sir; he had the 
privilege of doing what he did, wUch he afterwards did do. 

“ Q, He was not using your pipe line?—A. No, sir; we tried toget him to make 
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an arrangement with ns to use onr pipe line, but he would not do it; he wanted 
a better rebate than anybody else. 

He had his own means of bringing this oil to the railroad; he did not 
require your pipe for that service?—A. He required the pipe to get his oil to Mari¬ 
etta, and subsequently laid a pipe to Marietta. 

Q. Was not this the fact, as Judge Baxter has found in this case, that Mr. 
Bice, who at that time only used the railroad, paid 85 cents for the transportation 
of a barrel of oil? Was not that true?—A. I took it to be true.* 

“ Q. Now, out of that sum how much did you get from the railroad out of what 
they receivetl from Mr. Bice?—A. We did not get any; that is, we did not retain 
any. The railroad company agreed to account to us for the oil that went over its 
lines, and they did make an accounting, to my recollection, of about $300 or $350. 
or something like that, on oil other than that which passed (Jirough onr lines. 
Our counsel, Mr. Dodd; advised me that we could not do that business, and we 
refunded the money. 

■'Q. Was that refunded before the investigation of the case took place in 
court?—A. I do not know; I do not remember. 

“Mr. Buchanan. Before this examination proceeds any further, I wish to say 
that the use of the terms ‘ in court' and ‘ Jndge Baxter ’ indicates to me that there 
has been litigation upon this subject between Mr. Rice and some company. I 
would like to know before the examination goes any further whether there has 
been such litigation between Mr. Bice and any company representeii by or that 
would be bound by the statements of the witness now upon the stand; and, second, 
whether, if such litigation hsus been had, it is concluded and the matter disposed 
of in the courts, or is in any way still pending. I ask this question solely for 
information, liecause X do not know anything about the matter. 

“ Mr. Gowen. No, .sir; the proceedings are entirely completed. It was not a 
suit between Mr. Bice and anybody. It was a proceeding against the receiver of 
this road to dismiss him from his receivership. That has been terminated. It ha.s 
been dismissed, the case is ended, and reported in the Federal Reporter. 

“ Mr. Smith. Who rendered that decision? 

“Mr. Gowen. Judge Baxter; he ri'moved him. 

“Mr. Smith. Was he judge of the United States court? 

“Mr. Gowen. He was judge of the circuit court for the southern district of 
Ohio. 

“Mr. Smith. A United States court.' 

“Mr. Gowen. Yea,sir. 

“ The Chairman. I understand, in answer to Mr. Buchanan, the information 
is furnished that there was a pnx^eoding pending to remove a receiver; that pro¬ 
ceeding resulted in the finding by the court removing him, and that litigation is 
closed. 

“ Mr. Gowen. That branch of the litigation is closed. 

“Mr. Buchanan. That answers my inquiry. But there has been another 
remark made that leads me to ask if there is any other branch of the case remain¬ 
ing unclosed? 

“Mr. Gowen. Only this; The jurisdiction that the United States court was 
enabled to take over this case arose from the fact that a receiver had been 
appointed in a proceeding in that court to foreclose -the mortgage, and therefore 
as the receiver was an officer of that court, the court took jurisdiction of this ques¬ 
tion. Whether the proceeding to foreclose the mortgage is ended or not I do not 
know. 

“ Mr. Buchanan. That answers my question. 

“ Mr. Gowen. There is no other suit jiending about it that I know of. 

“ By Mr. Gowen: 

Where did this oil that was transported over this railroad to Marietta 
originate?—A. In the country in and about Macksburg. 

“ Q. Ohio?—A. Yes, sir. 

“ Q. There is a small oil field near the Macksburg field in southeastern Ohio?— 
A. Yes, sir. 

“Q. How far is that field from the Ohio River?-A. Perhaps 15 or 30 mile,s; 
somewhere along there. 

“ Q. The largest town near to it on the Ohio is Marietta?—A. Yes, sir; south. 

“ By Mr. Smith: 

“ Q. You stated that the charges on oil were lost in trying to get the business, 
if my memory serves me right?—A. Very largely. 

“Q. How were they lost?—A. In competition in buying the oil—bidding for 
the oil 
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“ Q. Bidding for the oil?—A. Yes, sir. 

“ Q. Did you have to purchase of somebody?—A. We had to purchase oil." 

That covers the record of the case as given under the sworn testimony of Mr. 
O’Day, who had to do with it on behalf of our interests at the time, and I now 
state further, on careful Mrsonal inquiry of Mr. O’Day. he informs me that the 
amount involved in the Bice contract, some 8200 to $3.W, was immediately, under 
Mr. Dodd’s instructions, refunded, and that such I’efunding was made before any 
proceedings were instituted as against the receiver. We were in no sense a party 
to the proceeding gainst the receiver; were not present in court when the matter 
was heard, and had nothing whatever to do with it. 

MR. RICE NOT A REFINER OK I,ATE YEARS, BUT AN AGITATOR. 

I desire to state further, from my own personal knowledge, that Bice's efforts 
for many year's have been directed, not toward making a success of his refining 
business, but to the pursuit of such a vexatious course toward us as would lead 
us to buy him out of the business at an exorbitant price. In other words, his 
course for many years has been a direct effort toward extortion. In a personal 
interview which I had with him, on his request, as far back as 1886, he demanded 
of mo that we jray him 82,')0,000 in cash and $.')0,00() per year for years, or a total 
of ,$.’500,000, for his Marietta refinery, which was worth at that time possibly 
$25,000 or $30,000. He based this demand on the statement that he had already 
inaugurated a number of suits before the Interstate Commission, that ho could 
influence the action of the commission, and had other suits in contemplation 
which he would at once press unless we submitted to his demand. He claimed 
that if we did make the deal with him he could influence the discontinuance of 
the suits already pending, and that he would refrain from bringing others. He 
further stated that ho had the ability to cost us a very large amount every year by 
making what are temeil “ cut quotations" in the markets for refined oil, thereby 
unsettling tho trade and compelling us to make concessions to our customers in 
the localities affected. I drew him out as much as possible on this subject in the 
hope of getting him to expose his idans as thoroughly as possible, and then asked 
for time in order to make investigations of his statements. He evidently realized, 
after some delay in the matter, that we had not been specially influenced by his 
statements, and the matter was allowed to drop. Later, however, he made fur¬ 
ther efforts in the same line,' 

Rice has had no active relation with tlie business nor made any effort to have 
any for many years. I can not say positively, but I believe tliat he has been 
supported as an agitator by our enemies and those seeking in this indirect and 
underhanded way to annoy us.'’ 

MR. LLOYD—WEALTH VS. COMMONWEALTH. 

I desire to say a word regarding the effort at pathetic reference of Mr. Lock- 
wood to the Bice case in Lloyd’s book. 1 desire to characterize this statement in 
Mr. Lloyd's book, as well, indeed, as all the other statements with reference to 
our business, as cunning fiction, made up entirely on one-sided testimony and 
dressed for sale. Whether Mr. Lloyd expected to share, as a result of his advo¬ 
cacy of Rice, in what Mr. Bice might be able to get from us, I am unable to say, 
but ho certainly lays himself open to that suspicion. 

I desire to say further with reference to this book of Mr. Lloyd's, that if you 
are disposed to waste your time reading it you will find it with reference to its 
statements regarding the business of the Standard Oil Company one of the most 
untruthful, distorted compilations that was ever inflicted on a suffering public. 

Q. (By Mr. Farquhau.) Will you state the title of the book?—A. '^alth vs. 
Commonwealth. 


PRICES FOR EXPORT, AND IN NONCOMPETITIVE HOME MARKETS. 

Mr. Lockwood makes an absurd statement, intended to convey the impression 
that at the same time refined oil is sold to Germany at 2 cents a gallon the people 
of Texas and Arkansas are forced to pay 25 cents.’ There is, of course, not a 
word of truth in any such statement, nor does he pretend to furnish, nor can he 
offer, any evidence in support of it. It is the sort of statement that a silly dema¬ 
gogue would make in an effort to create sentiment on this question. 


*See pp. 661, 502. Compare Mr. Rice's testimony, up 74y-7r>4: Mr. Page, p. 785; Mr. Rice’s affi* 
davit, p. 793. 

“See Mr. Rice, p. 749. 

• See pp. 394,398. See also Mr. Emery, p. 616; Mr. Westgate, jip. 371,373. 
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With reference to the course of production and prewniroompetition ah'ctprices. 
Hr. Lockwood makes the startling admission that he himself at one time i^rea 
to he a monopolist and plutocrat. We can not escape a shudder at the thought 
of such a thing. 

SOUTH IMPROVEMENT COMPANY. 

He makes an absurd statement' regarding the railroad con^nies raising the 
price of crude oil from 40 cents to 80 cents and paying the adoitional 40 cents to 
the South Improvement Company. There is not a shadow of basis to support it. 
He convicts himself with reference to this matter by testifying that the South 
Improvement Compaujf was not carried out.* As a matter of fact, I repeat that 
they never did any business. 

« 

THE STANDARD'S CONTROL OF REFINING. 

Mr. Lockwood testifies; 

“Q. (By Mr. Kennedy.) Mr. Lockwood, can you state, approximately, what 
per cent of the refined oil of this country is turned out by the independent com¬ 
panies?—A. We calculate that they are handling about 4 per cent. 

“ Q. Only 4 per cent?—A. Only 4 per cent; you know this is an immense busi¬ 
ness. 

“ Q. (By Mr. Philups.) That is, taking the Ohio oil?—A. Taking the Ohio oil 
and the Pennsylvania oil and all these different grades of oil,” * 

I will now Present a statement showing the aggregate business done by the 
Standard Oil Company and by others in the United States for the 5 years, 1894 to 
1898, inclusive, in which it appeal's that the aggregate TCrcentage of all business 
in petroleum and its products done by the Standard Oil Comiiany was 82j^ for 
this period of five years as against competitors ITt^j. 

Q. (By Mr. Smyth.) That includes all by-products?—A. Petroleum and all its 
products. 

BvMims of Standard Oil Company and other refiners, years IS 04 to IS9S, inclusive. 

[Barrolsof SO^Ilons. All prolucts, domestic trade.] 



Standard Oil C’o. 

Others. 

Total. 

Year. 

Barrels. 

Percent 
of total. 

Barrels. 

Per cent 
of total. 

Barrels. 

1894.. 

18,118,933 

81.4 

4.146,2^ 

18.6 

22.2^,165 

1895. 

18,348.051 

81.8 

4.084,720 

18.2 

22.432.771 

1896 . 

16,341,161 

82.1 

8,669.710 

17.9 

19,910,880 

1897. 

18.141,479 

82.4 

3,878.706 

17.6 

22,018,186 

1898. 

19,990,939 

83.7 

8,914,999 

16.3 

23,914,988 

Total. 

90,949,663 

83.3 

19,501,376 

17.7 

U0,6t0,938 


THE STANDARD'S CONTROL OP PRODUCTION. 

Mr. Lockwood testifies that by manipulation of price of Ohio crude oil, in con¬ 
junction with the railways, we succeeded in getting the price down to an abnor¬ 
mally low figure, and then bought substantially the whole Ohio producing field.* 
I now present a statement covering the years from 1890 to 1898, showing our 
relation to the business of jn-oducing oil, not only in Ohio, but in Pennsylvania, 
thinking it would set the matter at rest, as the question has been msed: 


>SeeP.89Q. Comparepp.619,614. 

«See p.400. 
p.402. 

* See p. 403. See also Mr. Monaett, pp. 318,319; Mr. Boyle, p. 4W. 
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Production of Pennsylvania and Lima crude oil by Standard Oil Company and 
others, years ISM to 1S9S, inclusive. 

[Expressed in Ixirrels of 43 gallons.] 



PeunHylvania oil. 

1 Lima oil. j 

Grand total. 

Year. 

Total pro* ^ 
duction. 

Standard 
Oil (;<>. 
produo 
tion. 

Stand¬ 
ard Oil, 
per 
cent of 
total. 

Total pro¬ 
duction. 

Standard 

OiH’o. 

produc¬ 

tion. 

Stand-1 
ardOil.! 

per i 
cent of; 
total, j 

Ponnsyl- 
vauia and 
Lima 
protluc- 
tion. 1 

1 

Standard 
Oil Co. 
produc¬ 
tion. 

Stand 
ardOil, 
per 
centof 
total. 

IWL.J 
189:^ 
189:} : 

18M , 

189r) ..! 
IKW...: 
1897... 1 
1HW..J 

30,96.^).w;7 

127 

; 

258,283 ! 
;1U,«!W.718 
38,H91.WW 
aa.ixw.wi 
sr>, i7o,:Ki7 

31,845,151 

2,818.637 
4,9i:i,775 
4,:j:38,822 
6,71)5,278 
7,210,:tl5 
9,119,920 
9, .'180,654 
9,787.:J53 
11,248.44:} 

8.71 
13.74 
13.02 
21.45 
23.49 
29.52 
27. (W 
27.8.'} 
35.55 

15.014,882 
17,:i81.92:} 
16,6.8.5, m 
17.82:1,255 
18.575,60:{ 
21,719,250 

1 25,222,091 
’ 22.793,0:{3 
20,2('.»i,:i28 

8.4fN),.568 
9,:319,1.56 
7.84:3,:i24 
7,260,899 
6,690,951 
6,808,876 
8,o:}l.79:{ 
7,497,349 
7,220,606 

55.95 

TvlOl 

47.01 
40.74 
:18.02 
:}l.:t'. 
:}].84 
.'12.89 
.3,5. (Kl 

45.080,749 1 
5:1,124,050 ! 
i 50.017.499 

1 49,079,-5:18 

1 49,272, :1I9 

1 .52,611.118 
59, i:k), i:}2 
.57.96:}. 4(H) 
51,911.479 

11.019,205 

14 . 212 . 9:11 

12.182,146 
13,966,175 
i:i.fH)l,296 
15.lr28.r96 
17.412,447 
17.284.702 
18.469,019 

1 21.44 

26.79 
24.:}6 
28.46 
28.21 
:«). ;18 
29.45 
29.82 
;15.58 

Total-, 

292,7(18,726 Idu, lia-i, 225 

22.32 

175,481,558 

i 

69,078.522 

;i9.;i8 

|468,190,284 

134,396.747 

28.70 


This is in answer to Mr. Lockwood's .statement, as I repeat, that we had bought 
snl)stantiaUy the whole of th(‘ Ohio prodneing field.' 

Mr. Lockwood's statement, that when the Standard Oil Company buy pipe 
lines producers have to pay for it two to forty time.s over - is so ridiculous as no 
to ciill for any answer. 

In (xmclusion, gentlemen, it is really diflBeult to answer seriously a man who 
indulges in such extravagance of statement as has (diaracterizod Mr. Lockwood’s 
testimony. Indeed, it is difficult to believe that he takes himself seriotisly. 'We can 
forgive much in a man in whose veins runs the boiled-down pugnacity of 147 revo¬ 
lutionary sire.s, but when he ruttilessly attacks .iudges and courts, and claims that 
the <uitire railroad and corporate interests of the country find their chief avocation 
in the ‘'corruptingof public affairs and the debauching of public men."" 1 think 
yon will agi'ee with me that we must conclude that the “fool killer” has been 
very remiss in his duty in the vicinity of Zolienople, Pa. 

MIt. RICE'S CONNECTION WITH CONTEMI'T PROCEEMNfIS AIIAINST THE STANDARD. 


In confirmation of the statement which I have made regarding my inter¬ 
rogatories wuth Mr. Rice, and his overtures to me in connection with his Im.siness,-* 
I desire also to read for the information of the commission a transcript from the 
testiiuouv of Mr. Rice given on c.ross-examination in the suit of the State of 
Ohio i’. ^he Buckeye Pipe Line Conii>any, taken on tlie 20th of February, 1000: 

“First. In relation to Rice’s conuectioii with the conteiiiiit proceeding against 
the Standard Oil Company of Ohio. 

Q. Mr. Rice, you know that a proceeding for contem|)t was instituted by the 
attorney-general of Ohio against the Standard Oil ('oniiiaiiy?—A. Yes, sir. 

Q. Did you emplov counsel in that case':'—A. I did. 

"t^. Who’'-A. W.'L. Flagg. 

" O. "What other counsel did you employ?—A. Mr. Kinkead. 

“ Q. He is now acting as special counsel for the attorney-general'?—A. Yes, sir. 

“Q- How long prior to the commencement of these proceedings in contempt 
against the Standard Oil Company did you employ Mr. Flagg'?—A. Two or three 
weeks—less than a month. 

“ Q. Did you employ him to assist the attorney-general in instituting and con- 
ductr.ig th'e proceedings in contempt?—A. I should say that would be most 
natural. 

“ Q. Did he come here to Columbus for a consultation with the attorney-gen¬ 
eral'?—A. Yea, sir. 

“ Q. Did you come with him?—A. I guess I came on before. 

“ C^. You had your consultation with the attorney-general bi'fore he came?—A. 
Yes, sir. 

“Q. Yon three had consulted together?—A. Yes, sir. 

“ (^. When did you employ Mr. fonkead’?—A, Tliat was about tlio same time, 
not just exactly. 


' See p. 285 ««to holding oil land undovoloped. 
3 8oo p. 403. Compare Mr. Phillips, pp. 393. 
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Was hp brought into this conference by yon?—A. Yes, sir. 

At that time he was not employed by the State?—A. I do not think he was. 
He was your private (aiunsel?—A. Yes, sir. 


Mil. ItlCE'S OFFEUS TO MU. -\KCHBOLU. 


“ Cross-examination in relation to Mr. Rice offering to sell his property to Mr. 
Arolibold. 

"A. He (Archbold) wanted to know wliat I would take to go out of the Business, 
and I told him SvOd.OOO and $.1(1,000 per yisir for o years; but several years before 
that he wanted to buy my plant and I offered to sell it for $'35,000 and $5,000 for 
5 years, and before that time I offered to sell it for $'30,000. 1 have a perfect right 
to ask what I please for my plant, 

* * ***** 

“(j. Did you authorize or re<iuo.st Mr. Orvis to have an interview with him 
(Arclibold)?—A. No, .sir; not at first. 

'• (J. Did you at any time?—A. I may have done so. 

“Cj. Now, coining to the second interview, did you have another interview in 
June, 1890, tvitli Mr. Arolibold, at his office in the Standard Oil building, at 30 
Broadway, in New York?—A. I do not recollect. 

Did you then make a similar offer to him?—A. I did not have a second 
interview with Mr. Archbold. 

"Q. Did you at that time authorize Mr. Orvi.s to maki; an offer to sell your 
property for $.500.000?—A. Yes; I guess I did. 

'■ Q. You were to get $3.50.000 cash, and .$,50,000 for .5 years?—A. I guess so." 

“Q. What were you to give to Mr. Archbold for that consideration?—A. I was 
to sell out my plant and get out of the business. 

"Q. Wereyou to refrain from bringing any further litigation?—A. That was to 
settle up the whole trouble; I was to do nothing further—hav<> no litigation or 
anything of that kind."' 

Q. Have you a gi.'ncral statement to make with reference to the organization of 
the company?—A. I have a general .statement I would like to make. 

Q. (By Mr. Phillips. ) Jinst proceed with your statement.—A. I desire to .say 
that this is a much pie,asanter ta.sk to me than attempting to answer the alh'ga- 
tionsof the various witnes.ses. I did not come here, gentlemen, de.sirousof mak¬ 
ing this answer, although X am naturally under some feeling with respect to the.se 
charges so often and unfairly reiterated against us—to a.s.sail anybody harshly— 
and if I have been led into any expression that seems harsh at any time during 
the cour.se of my an.swers I am sorrv for it. It is out of the fullness of what I 
believe to be the correid, answt'r. amt a desire to make it as iiositive as possible, 
certainly not with any disrespect to this commission. It is a much pleasanter 
task for me to undertake, gentlemen, to say a word mori' particulary in ilefense 
of the organization with which I have passed almost my entire business life, inti¬ 
mately related with it, and in which I have the most personal pride. Shall I 
proceed? 

Q. (By Mr. PiiiLLii’s. ) Uertainly. 


LAIKIE (.'<IRPOKATIO.NS A NECF.RSAUY IIRSELT OF (IKOWINO OOMMEROE. 

Trusts, or, speaking correctly, large corporations are the noco.s.sary—indeed, the 
irresi.stible—result of our rapidly growing commerce. In adopting them we are 
but following the example of that greatest of all commercial nations, England, 
under whose commercial idiarters caintalization and .scope are practically 
unlimited. Any legislative restrictions imposed hero would operate alone to the 
benefit of foreign commercial competitors. The claim that such restriction would 
help the weak and incomiietent of our own <;ountry as against the strong and 
aggressive is too puerile t<i call for serious answer. I speak to-day especially in 
defense of the aggregation of c<apital and experience in the petroleum business, 
on the ground of its absolute necessity, for the successful development and iiro- 
motion of that business. I am here to defend the Sta ndard Oil Company organiza¬ 
tion, also, on economic and ethical grounds. Npt to indulge in undue length, I 
will lay down a number of leading projiositions in snpiiortof my position, which 
may serve as texts for more extemied discussion, if you so desire. 

(tool) RESULTS OF THE RISE OF THE STAiNDARU. 

The early years of the petroleum industry were marked by a chaotic and crude 
condition in all branches of the trade, namely, the production, manufacture. 


' Seo Mr. Bice, p. 749; Mr. Pago, pp. 7S.5,7)W; Mr, Rico's affidavit, pp. 79!i, 7S4. 
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transportation, and marketing: and tiio avoragr (jnality of tho refined prodnris 
was inferior and unsatisfactory. The advtnit of the Standard Oil Company aggie- 
pitiou changed tliis entirely. It brought totlu^ husiness ample capital, and com- 
hiiKid into etfectivo working shape the ht^st possible talent in all branches of tin? 
business. It improved quality and greatly reduccMl costs. Ic su]iplanti*d old and 
inferior methods and refineries witli tlie newest and most ])rogressive methods 
and most jaTfectly equipped and favorably located refineries. It has been ever on 
the alert to engage the best obtainabh; practical and technical talent for tin? 
devtdopmcnt and improvement of the busim'ss in all its branches. It inangnrat<Ml 
new systems of transportation,‘ which not only gave lo the producca- the most effi¬ 
cient possible service at greatly rediu'ed eost. "but a daily continning (‘ash market 
for his product on a basis of the best price* obtainable in tln' workTs markers. 
Further, it reaclnsl out and occupied the mark(‘ts of thi* world for American 
petrefienin. Individual effort could not have accomplished any siicli herculean 
task in many times the same peu'iod, and, indeed, tlu? efforts of tin' Standard Oil 
(k)mpany were none t(.)o (jnickly made.- If tlu‘r<' had Ix-eii as proiiqd and ener¬ 
getic' acdioii on the i)avt of th<‘ linssiau oil industry as was taken by tin* Standai’d 
Oil Companv the Rus.sians wonld have* dominat(‘d many of tin* world's markets 
which have 'l)een made to inure so largely to the benefit of the American oil indus¬ 
try. Later in tlie history of the trade* Hussia and oflnn- oil-producing countries 
have followed in the footstepsof the? Standard Oil Oompany in the gcin'val markets 
of the world, and I now hand yon a statement, ])artial in character, of the oil 
companies of Rn.ssia, tin* Dnh'h East Indies, Galicia, Japan, and otlu'r countric's, 
which will give? yon soim? faint id(;a of the meinus? which even now tluvatens the 
American oil industry: and wIk'U you reflect, geiithaiKm, that then? Inis been 
brought into this country during tin* past thirty y(*ars from the exportathm of 
petroleum and its in’oducls nearly $1,51)0,000,OOn you will appreciab? the impor- 
tanc(-‘ of this siibject. 

LIST Oi-’ COHI'OUATIoNS AND INDIVIDUAL FIRMS 1>UC)DL(TN'0 .KND HKFJNINU 

I'KTROI.FUM. 

Hussia .—Production on the Pc'uinsnla Apshc'ron, on the west .shore of the Cas¬ 
pian 8ea: Nobel Pros.,capital 15.000.000rubles ($7,500,000), bonds $:{,750,000; Rus¬ 
sian Petroleum and Li(|uid Find Company, foniuTly Tagac'ffs, capital .£'1,^^00,000 
($0.000,000); Anglo-Caucasian ('ompany (ftolhs(d)ilds); European Petroleum (’om- 
pany; Anglo-Russian Petndenm Company, Liinited, capital dt'O.oot) ($000.00(1); 
Sheihieff Petroleum Company, ('apital .£750,000 ($H,750.000); Bakn-Rnssian Oil 
Company, caiutal £1,500.000 ($7,500,000); Mantaslioffs ])roperty.caiiital 20.000.000 
rubles ($b),000,()00); Societe Casph'iim* (Rothschilds), capital 0,000,OOO rubles 
($5,000,000), hut money invested much larger; Caspian Oil Producing and Trading 
Company, capital 2,0()0,000 ruhlca ($1,000,000); Mirzoff Hrotln'vs Oil Producing 
Compaiiy, capital 2.140,000 rubles ($1,070,000); Ropes Refining (‘ompany, capital 
1,200,000 rubles ($(>00.()00); Tsoovianoff. Killsky, Asadoolaietf. Zcitlin <fc Zirk- 
vi(di, Cauca.sian OilCompany.Tooniayeff & Co., Kaplan A L(‘V, Kaseln'yelf. Liano- 
zeff, Vizicreff, Nagieff Moosa, O. Ijeit(‘s. Kvarenslron. Lootdi. ZeinalofT & A. 
Dembot Bros., Hatzasriantz, Pogosoff, Hagan & Zeillin, Metrofanotf, Beneinson. 
Egiazaroff, Nedezda, Shagidanoff, Melikoff, Mananotf. Ti. M. Leites, Sarkiesoff, 
Chicnaveroff, AdJitnoff Bros., Sergaieflf Bros., and ten other siaalli'r conccuiis. 

(iro.wL —Oil territory in northwest from th(*('as]nan Sea oil (errifory: Grosni 
Company, of Akhverdoff, capital 1,500,000 rubles ($;50.000; Moscow Oil Producing 
Company, Grosni, capital o.OOO.OOO rubles ($1,500,000); Maximof & Co., Peters¬ 
burg Petroleum Comi)any; Rousanofsky; Belgian Company, at Soupsa, near 
Batonm, Black Sea, capital 575,000 rubles ($287,500). 

Go/iciu.—Anglo-Austrian Petroleum Company, Limited, capital £125,000 
($575,000); Mineral Oil Company, Budapest (Rotlis(diilds); Anglo-Galiciaii Oil 
(‘ompany. Limited, capital .£500.000 ($2,800,000); Galician Petroleum Company, 
ca\)ital 1.000.000 florins ($400,000); and the following oil teiTitori<‘s arc* oft'c'rc'd 
for sale: T. La.szez at Kobyloaka, 71 acres; Mad Jodwigo Bieebomka, 500 acres; 
G. Kropiwnsk at Schodnica, 250 acres; Veadomir Podhoroch'zki. 125 acres; Mad 
Malwino Szezi>anska, 57 acres; W. Postenski at Swoboda. 421) aiTcs: Kosiunu’z 
Lipinski, 128 acres, and a groat many others. 

Roamania. —Roumunia Oil Syndicate, capital .£500,0()() ($2,500,000). bonds 
$1,000,000; Roumania Oil Trust, capital £710,1)00 ($5,550,000), hoiuls $1,250,000; 
Holland Roumania Petroleum Ck.)mpany, capital 1.000,000 liorins ($400.000); Nc?tli- 


‘Comptiro, ns to pipelines, Mr. Lee. ji. :’C>7; Mr. Bovl-*, p. tsi); Mr. Einerv, p. cKH; as to tank 
cars, Mr. Boyle, p. 412. 

aComi)aro Mr. Phillips, pp.WNj.ciCK; Mr. Kniery, pp.C)2*i,i)2S. 
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nrlancls Roiiinania Potroleiim Company, capital 500,000 florins (§300,000); Amster¬ 
dam Romnania Petroleum Company, capital 1.000,000 florins (,§400,000): Ronmania 
United Oil Company, Limited, capital £730,000 (§0,600,000), bonds §600,000; Estate 
Prince Cantaiuizino; Estate Ilarnia, Campine; Estate Prince Montiosa, Buzen; and 
many coma'ssions I'or drilling granted to natives and foreigners. 

Borneo, Dnteh Font LnbV.v—Netherlands. India Industry and Trading Company, 
c,api(al 3.000.000 florins (,§000.000). but §1.750.000 invested; Bolipigan Exploring 
Company, capital 1.50,000 florins (.$60,000); Kotei E.xploring Comp.'iny, capital 
300,000 Ihjriiw (§130,000); Martapoera Mining Company; Tarakau Mining Com¬ 
pany, cajiital 310,000 florins (§96,000); Bombay Burmali Trading Company. British 
Borneo, ciipital larg(‘. 

Siindri(v in Knxt huUcx—Do(\n Mining Comp.any, Celebes, capital 135.000 florins 
(§,50,000); Boela Company, Ceram. Molucca Islands. 

Brifinh India. —Btirm.ah Oil Company. Limited, Rangoon. 

^l/.sO(V. f?craio»»/.—Pei-belbroim Oil Worics. capital 3.000,000 marks (§7.50,000); 
Rudolf Biblisheim Company, <'apital 1,300.000 florins (,§.1.30,000): Cute Hoffnung 
Company: Alsace Petroleum Company, capital 3,000,000 florins (§300.000); the 
Petrolia Company, 

,/o/)o».—Mitsumata oil field, Ogidaira oil field. Kitayama oil field, Tatsnno oil 
field, Yamatera oil field, and Amase oil field are worked by Nippon Petroleum 
Company, capital unknown; Tokyo Petroleum Comp,any,caiutal unknown; Osaka 
Petroleum Company, capital unknown; Ecbicio Petroh'um Comi)any. capital 
unknown; Oriental Petroleum Comi)any. c.apital unknown. 

Miyagawa oil fi<'ld. Nagamine oil field, Hirayeama oil field. Nita or 8amata 
oil field, Akata oil field, Miyohoyi oil field, Abuaradan oil field, Jabani oil field, 
Ida oil field, Betsuy.ama oil field, Koshi t)il field, Katsubo, Urase, Katsurazawa, 
Tsubakizawa, Mivpiyi, Asoda, Mizuana, .subdivisions of Koshi oil fields, arc p.-irtly 
worked by individuals and tbe above comiianies. In aildition there? are about 30 
more oil fii'lds, of wbich are most prominent as to their production the following: 
Niitsu oil field, Shiodani oil field, Koguchi oil field, Niigata oil fiehl, woi-ked by 
individuals .and the above companies, 

.Saantfro.—Royal Dutcb Company, ciipil.al H.OOO.OOO florins (.§3,0(1(),()00); bonds. 
(§1,360,000). Sumatra Palembang Petroleum Company. capit;d 7.000.000 florins 
(§3,300,000); Boissevain Sjuidicate; Moera Enim Ik!troleum (.!oinpany, cjipital 
10,000,000 florins (§4.000.000); Netln'idands India Exidoration Company, caiiital 
!1()0,000 florins (§130,0(K)); Moesi Ilir Syndicate: Sumatra Petroleum Compajiy, 
Limited, capital 3,400,000 florins (.§96(i,000): StianghaiLangkt, Tobacco Comjniny, 
.§:500,000; W. T. Wisse; Deli Com])any: Ban,ioe Asin Exploration Conn)any. 
capital 130,000 florins (§43,000); Na.gel Concession, Ali Cobeii Bengkoelen Conces¬ 
sions, Kessler Concessions (about 5,000,000 acres), Pi'troleum Company Iliran, 
eaiiital 1,300,000 florins (,§480,(KMI); B<dang Mining Company, c.'ijutal 140,000 florins 
(.§56,000); Palend)ang E.xploration Company, capital 3.50,000 florins (§|00,000); 
Langsar Petroleum Company (Acheen). capital 800,000 florins (§:i3fl,000), and 
many millions of acres under concession to private jiarties. 

,/uivf and inland of dfodocm,—Bordt’sche Petroleum Maat,)., capital 15,000,000 
florins (.§6.()0O,0o0); bonds, .§3,000,000, Rembang Petroleum Company, capital 
.500.000 florins (§300,000): .Tapara Petroleum Compiiny, capital .500,000 florins 
{.§300,0(X)): Company Imsulinde, capital :!, 000,000 florins (§1,300,000); Toan Lok 
Sourb. Petroleum Company, capital 000,000 florins (§130,000); Eastern Exploration 
and Exploiting Comi)any; Tegal Petroleum Company, capital .500.000 florins 
(,§3(M),000); Netherlands, The, India Petroleum Company, capital 7IK).0fl0 florins 
(§330,000); .lava Petroleum Company, cai>ital 1,000,000 florins (.§400,000): Batavia 
.lanara Petroleum Exploration Company, capital 300,000 florins (.$80,000); East 
India Exi)loration Company, capital 6011,000 florins (§130,0(X)); Rotterdanische 
Petroleum Company, capital 1 ,.500.000 florins (§600,000); Gaboes Petrohium Com¬ 
pany, capital 600,000 florins (§340,000); Sourabaya Petroleum Company, capital 
2.50,000 florins (§ 100 . 000 ); Central Java Exidoration and Exploitation Company, 
capital 340,000 florins (.§06,iK)0); P(dynesia Petroleum Company, caidtal 3,400.000 
florins (§960,000); Temajang Rembang Petroleum Company, capital 500,000 
florins ($200,000); Bant 3 arI)evelopmentCom])any,capital .500,000 florins (§3(KI.000); 
Madoera Petndenm Exploitation Company, capital 100,000 florins (.§40,()()()); Archi¬ 
pelago Exploration Company of Amsterdam, and many millions of iu:res under 
concession to private parties. 

It is true beyond a question that the result to the public of the operations of the 
Standard Oil Company has been highly beneficial, and not hurtfm, as its enemies 
claim. As has been already stated, it has given the public goods of vastly 
iniproyed quality at greatly reduced prices.' It has, by its effective system of dis¬ 
tribution, supplied this most necessary article for domestic consumption promptly 


* See Mr.LG0,pi).J?72,277; Mr. Monnett, p.-Jir; Mr. Wostjfato,pi).{J71,872. 
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imd ohc-aply t o tho most remoto sections of one country and, indeed, to the world. 
Beyond all this, however, it has Riven to the community at larRe an opportunity 
for investment in the bnainesa itself, which it could never have had under the olil 
system. Thus there are to-day partners in the Standard Oil Company, as .share¬ 
holders. to the number of fully 3,500, where less than one-twentieth of that num¬ 
ber would have boon interested as partners under the old system. 

NO TROUBLK WITH I.ABOB. 

It bas been most beneficial in its effect on labor. There could be no stronger 
evidence that the labor involved in its vast operations has been well paid and con¬ 
tented than lies in tlie statement that for more than a (pi.arter of a laaitury, since 
the Standard Oil Comiiany began its operations, it has scarcely bad a serious 
strike of any kind among any branch of its omployees—one or two temporary 
strikes among some special classes of workmen in sympathy with otlier labor 
organizations who were striking, constituting the sole disturbances. Indeed, it 
is not too much to say that to the loyalty, zeal, and intelligence of its vast army 
of about 3.5,000 employees the company is largely indebted for its .strength and 
efficiency.' 

I unbosita.tingly express the opinion that, when the history of our time is writ¬ 
ten, it will appear that the marvelous commi'rcial and industrial evolution which 
we are experiencing in this great country during the year 1800 marks one of the 
most ini])ortant steps of progress in our country's history. It will prove to be of 
immense value to all classe.s of our population. The inviwtor, the consumer, and 
the laborer will all be benefited by it; the inve.stor by the better .security which 
arises through amplitude of capital for the business contemplated, and the com¬ 
bination of talent in the various departments of administration; the consumer, 
through improved processes resulting in better products at lower prices, and 
more effiiienl, distribution; the laborer, by steadier employment at better wages, 
and a bet.ter opportunity for impi’oveinent in condition, if special talent is shown. 

The outcry, gentlemen, against corporations does not come from t.he great, 
busy, industrial classes, but from impractical .sentimentalists, yellow .iournals. 
.and jiolitical demagogues; from the latter, perhaps, more than any other. It is 
a veritable attach upon thrift and prosperity. To listen to their voice to the 
extent of imposing restrictive legislation would mean a frightful step backward 
in thi> commercial development of our country, 

NATIONAI, ConroRATKINS THE NEXT STET OF I’KOORESS. 

If you should ask me, gentlemen, what legislation can bi> imposed to improve 
the present condition. I .answer that the next great, and. to my mind, inevitable 
step of progress in the direction of our commercial development lies in the direc¬ 
tion of national or Federal coi’iiorations. If such corporations should be made 
Xiossible. uudi‘r siudi fair restriction and provisions as should rightfully attacli to 
them, any branch of business could be freely entered upon by all comers, and the 
talk of monopoly would bo forevi'r done away with. Our pre.sent system of State 
corporations, almo.st as varied in their provisions as the number of States, is vex¬ 
atious alike to the business community .and to the authorities of the various 
States. Such Federal action need not take awu.y from tlu'se States their right lo 
taxation or police regulation, but would make it ]iossible for business organiza¬ 
tions to know the general terms on which they could conduct their business in 
the country at large. Lack of uniformity in the laws of various Stat<*s, as affect¬ 
ing business corporations, is one of the most vexatious features attending the 
business life of any gi'cat corporation to-day, and 1 sugge.st for your most careful 
consideration the thought of a Federal corporation law. 

t^. ^By Mr. .Tenks.) Have you any further statement with reference to tho 
organization of the Standard Oil Company itself't - A. That will be included in 
tho statement Mr. Dodd will submit; or the data regarding the organization, I 
think, will be in that. 

PETROLEUM CONCERNS IN RUSSIA AND ELSEWHERE. 

I want to hand yon, in connection with this papiu, this most interesting state¬ 
ment, which I think, perhaps, is the first general compilation of the information 
that has ever been made in tho country hero; almost a surprise to ns, who are 
daily familiar with the oil business, as showing a tremendous growth of the for¬ 
eign petroleum business. I will only refer by name to the countries in which 
petroleum is now successfully mined and prepared for market. Capitalization, 


8oo Mr. Loti. pp. 386,380. 
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so fur ;is we ;uv ablo to olituin it, and the naiiios of tho ('oiiiimnios-which, as I 
tliiiik, are sul)staiitially accurate, apiiear on this .statement. 

y. (By Mr. Smyth. ) Could you jtive us anything like tho projmrtion?—A, I 
have the statement whicdi I think .shows the proportion of business done. It will 
be a little .Hurpri.se to you to see tho enornions capitalization of the busines.s 
attaching to the Eussian develoiiment, and I may say in a word of oral explana¬ 
tion that the business then! is getting to be in strong h.aiids. When I mention 
the uaiue of tlu' Kothschilds, that will be a sufficient guaranty as to the stri!ngth 
of the company; and they are growing now enorinonsly in the e.\t(!nsion of their 
business in the various markets of the world. 

The Nobi'l Brothers ari! there competing for the business with tremendous 
energy. ^ Ri'oeutly, perhajis within the jiast year more than in the aggi'egati! time 
before, English capital and English coi-porate organizations haw,! engaged in the 
]ietroleum tradi' in Russia to an enormous extent; th(> largest concern p(!i'haps 
being the Shell (Company. Sir .Samuel Samm!ls, late lord mayor of Londim. I 
hand you this list showing firms in Russia, and this .showing list of cortiorations 
in Gidicia. a further statement from Roumania, one from Borneo, and sundry 
places in the Dutch East Indies, in Briti.sh India, in .lapan, and in Alsace, Ger¬ 
many. It will probably be an item of information to many of yon that the iiro- 
ductiou of petroleum is assuming great projiortions in Japan. They are now 
very rapidly progressing, are coming to tlie front in inijiroved methods of pro¬ 
duction, ami will ultimatidy become a. formidabh! competitor to our American 
industry. The system of jietroleum relining in .lapan is by cortiorations and 
individual tirins going out into the differmit fields and producing and refining. 
In Sumatra the business has already attained large iiroportions, and in .lava and 
the island of Madeira.' 

Q. (By Mr. Smyth. ) Is there any American capital represented in these firms-t— 
A. There is no ^Dnerican capital'that I know of. But they have sent out and 
taken from our oil-iiroducing country Inu-i! many artisans. 

y. (l^.V Mr. A. L. Harihs.) Then the Standard Oil Comiianyis not retireseilted 
in any of thosi! cortiorations?— A. Not in any way. 

Q. Not even in the Nobel Brotlu'rs?—A. Not a'dollar of inlerest in any way. or 
relationshiti or nmhu'standing. 

Q. (By Mr. S.mytu.) I sutipose English capital b,-ing interested in Russian 
refining is one of the causes of attack on the American oil in London?—A. Un¬ 
doubtedly. but as I said this laorning, I think the attack was undoubtedly made 
by the tieoph! directly and largely iuteresti'd now in the Russian distribution in 
the different countries. It may be of interest to read a short letter from our 
foreign exiiorters: 

New V<irk. .sv/jember /, isfin. 

.1. D. ARctrooi.i). Esip, Jliiildivd. 

Dear Sir; I beg to hand you herewith the statements you desired, in duplicate, 
and wish to say that the Russian production is on tho peninsula of Apsheron, on 
the west coast of the Casiiian Sea, and the Grosni district, northwest from th<! 
same. 

We e.stiinate the Russian iiroduction at iiresent to he about 1(50,000 barrels jier 
day, and Grosni about 10.000 barrels daily. The Galician production is about 
3,000.000 barrels crude, and Roumania .tOO.OOO to (500.000 barrels, tier annum, ami 
the Alsaci! production about IT.'i.OOO barrels crude annually. The Dutch East 
Indies, about J.tOO.OOO barrels; Burmah, alinut 3,000,000 ca.ses refimsl per annum, 
and Jaiian will probably amount to about 3,000 baiTels crude oil per day. 

Of cour.se we giv(‘ you these figures as near as we can get to them, ami where 
we give you the outirat of rcifined we have no reliable figures as to what it may 
represent in crude. 

Yours, truly, C. F. Aokeuma.nn. 

I have here another statement. This covers the information which you ask as 
to the penientages of these various cnuntrie.s. It is for th(! year 1807. Unfortu¬ 
nately we havi! not the full data at hand with which to give you tho 1808 figures. 
This statement shows the business of .all conntriiis of the world producing refined 
oil. Some little perc(!ntage of it, ,as you will observe, is not the production of 
our country, but is shown in this way because the country named compels, by its 
tariff laws, tlu! bringing into that country of the crudi! petroleum tor refining 
there; but tho larger iti.'ins are the production of this (lountry, as you will observe. 

The tot.al production in tho worhl of refined petroleum illuminating oil, for the 
year 1807, was 311.838,(191 barrels, of 50 gallons each, and was divided as follows. 

1 will give the percentages, if you plea.se. 


* List fin i»]», r)04. 



STANDARIJ OIL COMBINATIONS;—ARCHUOLD. 


567 


Q. (By Mr. JENKS.) Ye.s.—A. UnitPd States, (14.23; Russia, 2.3.28; Franco, 3,2.T; 
Anstria-IIniiK.ary, 3.()(>; Sumatra, 2,:!2; and the remainder, Scotland, Canada, .Tava, 
Rimmania, India, Spain, Mexico, Cuba, Brazil,(Germany, Pern, Italy, Japan,ami 
Porto Ri(si are all tractions of less than 1 per cent, making the grand aggregate 
of 100 per cent; the great factors, as you will see, tor the year, being the United 
States a7id Russia; and a rapidly increasing factor, of cotirae, in Austria-Hungary 
and Sumatra. 


B'orW’.s' production of rrjhwd iHuiidnatitnj oil, W.Ov". 


Produi.'t of— 

Bari'ols 
fjO gallons. 

Percent 
of total. 

Product of- 

Barrels of 
.50 gallons. 

Poreent 
of total. 


25, aw, ()28 

Cd.ai 

Mexico. 

104,287 

.27 


li.Hil), rod 

ai.iw 

Gultfi.-. 

.58,41:1 

.15 

France —.- . 

1.277,701 


Brazil. 

:J5, ;i0C) 

.00 

Austria-Hungary--- . 

1,(440, :15» 

2. (•)*) 

Germany.. 

:]4.822 

.00 

Sumatra. 

014, IXK) 

2.:« 

Pern . .. 

10, lUl 

.05 


8:11, W7 
251.848 

.8-4 


15,1:10 

.04 


.C4 


i:i.08‘) 

. 0:1 


alO.iKW 

.51) 


8.;i:to 

At.l 

* 




India_ _ 

Spain. - 

iso] CM 
157. ()H4 

. 4(> 

Total . 

:io,;i;i8,i»in 

KXl.OO 

- - 



... — 


— 


The population of the world is I .:t40,l 10,001; the production of illuminating oil 
is tluueforo equal to I..! gallons jku’ capita. 

Q. (By Mr. Ct.ARK.) Do you suppose there has Ix-en .an increase since these 
statistics were given?—A. The business of Russia is incre.asing rapidly. Here is 
a furthei' stateimuit of crude oil. thi! world's production, which may 1«? of interest 
in looking over in a gimeral way. 


irorW'.s- production of crude petroleum, 
IliarrolH of 42 gallons. 1 


Country. 


Unitoil . -. 

Russia... . 

Austria-Hungary 

Sumatra. 

Scotland (IHlN)i 

('anada.. 

Java.. 

Roumunia. 

India .. 

Japim. - 

Germany. 


Barrels. 

Pin* cent' 
of total. 

60,400.409 

.1 

47.5(0 ■; 

.57.004,:«« 

45.20 ; 

2,087.017 

l.(»J 

1,777.560 

1.41 : 

i.:mi, 8 y 4 

1.04 i 

800,15)0 

.04 1 

720.:173 

.,58 ^ 

.570,886 

.4.5 ; 

4:10,2o;i 

• :u , 

28:1, .571 
ItV), 8;i2 

. 2:1 ; 
. 1:11 


1 (Country. 

Barrels. 

Percent 
of total. 

i France. 

70,000 

.(m; 

: Peru. 

; r.8,4.52 

.05 

' Argentine.•.— 

21,000 

.iKi 

Itidy . 

Other countries (esti- 

18,149 

.01 

mated). 

200,000 

.16 

Total. 

12»0, 1 : 10 .528 ' 

100. (N) 

Tot al prodmdion 18‘.K».. 

118,298,0:11 


Increase.. ! 

7,837,807 

0.0 
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Crtidc oil jiroduc.tion by Staten, years Idle!, tS97. 


[IJam'Is of 4^ gullons. i 






, ' Avoi’aire valuo 

Sluli'.s. 

iXiHl. 

IsliT. 

Increase or 

increase 
or do- 

per luiiu'c], 






189(). 

1897. 





Per venf. 



Pi'Tinsylvfinia. 

111. rft'i. 7711 

18.4:10.1HO 

1,)WI,.599 

6.9 

$1,186 

$0.795 

New Ydi-k. 

7:u. (MNi 

771,IKK) 

:i5.(KJ0 

4.8 

1.179 

.786 

West Vir>;inia. 

iii.uiio. 

1.1.07.H.0I1 

3.07L»,045 

30.7 

1.180 

.788 

Ohio ^Pennsvlvaiiia oil i.. 


S77,H« 

4W. 17:i 

14.5 

1.180 

.788 


:fli.57r), i;ri 


l,«lfii, 462 

(♦ 2 

.739 

.520 

Indiana. 

•l.tiW, !♦« 

4,110. aw 

536,590 

11.5 

.<130 

.4;56 

Kentucky.. 

l.l»w.l 



80.8 

..550 

.500 



4 ;}77 


1.2 



Missouri. . .... 


10 

:i4 

55.8 

4.30 

9. 16 

Colorado.. 

;ii(i,4ri(i 

477,4»0 

116,049 

Itt.l 

.883 

.810 

California. . 

l.i;r>;',777 

l.lKKl.Il] 

1,6:4 

51.9 

.990 

900 

Kan.sius. . .. 

lllkoTI 


32,473 

28.6 

.450 

.400 

Wyomiuf^. . 

a.87H 

3.650 

772 

:{0.3 

8.00 

8. <K) 

Illinois.. 

250 

500 

250 

IIK) 

5.00 

4.00 


1.450 

(■«), H75 

64,525 


.720 

.570 

luf.lian Territory.- -. . . 

170 


455 


4.000 

3.30 

Total. 

(«».Hb4.4in 

60, m, 4110 

;i67,902 

<1.6 

.960 

<176 

. . 


— 


— 

-- 

. — 


Total valuo ot productiim. l.s'Mi .. _...... _ .518,709 

Total valiio of [irialluTion. 1897. .. ... 40,9:19,1111 


Di'olvaso ... _ _ _ _ . _.. .. - -- 17,589,098 


Total production in tlio United States, 18,5!) to 1.81)7, inclusive (US years),81)7,41)4,- 
O.T.) barrels, on tlio bii.si.s of -i.)! cubic feet to 1 barrel of oil. This amount of crude 
oil would till a jiipe line 0.1) feel in diameter, extendino entirely around the earth. 
It would cover a surface if II),ODD square miles to a diqith of (I.H inches, or fill a 
reservoir having; an area of I square mile and a depth of lfi7 feet. 


nKTllOl.KCM K.VroRTS FRO.M THE CXIIEI) STATES. 1,8111 TO 1808. 


Q. (By Mr. Farqvhar.) Have you furnished the t.ommis.sion to-day with the 
total e.xports of the Standard (til (lompany, from the first, all over the world out 
of the United States?—A. I do not think I have submitted any statement. It 
may be among these statistical reports given that there are snch statistics, but I 
hardly think so. I have for iieriods given the exports. 

(^. (By Mr. Jexks.) Can you furnish the exports year by year?—A. From the 
day we began. 

Value of c.rjjorls. 


Total value of petroleum products exported from United States for 

the years 18(11 to 1871, inclusive, amounted to... I»(199,030,333 

Value of exports from 187)2 to 1898, inclusive (i. e., since the organ¬ 
ization of the Standard Oil Company) ..... 1,24(1,84(1,381 

Value ot exports by Standard (til Company... ..... . 1,120,401,021 

Standard Oil Company, 90.34 per cent of total. 


PRIORS UNDER COMPETITION—WOULD NOT ADVISE IIOINd BELOW COST. 

(J. With reference to the effect of the Standard Oil Company on prices, you 
have made the general assertion that through the influence of the Standard Oil 
Company, in your judjpient, iirices of refined oil have been very greatly lessened 
to the consumers. Is it generally true that the price.s at the present time are 
considerably lower at competitive points than at those where you have little 
competition?—A. Well, I can not .speak with any precision regarding that matter. 
I have no manner of doubt that, when we are closely pressed with competition at 
any point, we try to hold our traile. That is a natural law of trade, to which we 
are, of course, sub,iect. 

Q. And your general practice is, if a competitor comes into the market that 
you have had before, to put down the prices and hold the market?—A. I think, 
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as a ml(s tin- hislory of our transactions would be that th»> «‘omi»ctitor forces the 
fi^dit. 

Q. About wliat ijroportion of the refiiK^l oil of the country do you supply?—A. 
Well, the f^rand aj^grt^gate is there. 

Q. Can you state generally?—A. I should say that of this country it would be. 
approximately, the same as the whole; that is, about 82; 80 to 82 i)er cent. 

Q. Do you think that an organization that controls 80 per (tent of the goods that 
go into ilio markiit will, generally speaking, have the power, within moderate 
limits, of (course, to fix the pri(;es and force tlwdr competitors to follow?—A. It 
might temporarily have such power. If it exercises it unjustly or arbitraiily it 
would surely lead to its own downfall. 

Q. That is, if it attempted to push the pri(*es too high it would call in (tumpe- 
titioii?- A. It Would invite competition. 

Q. Ami if there is fi(*r<u) competition between large institutions, prices cut in 
any locuility—prices will go down how low; to the lowe.st rates?—A. Personally, 

I would never advis<‘ selling goods at a loss. I expect it is doin' in some t-ases. t 
Would not jierhonally advise selling goods at a loss. I think when you get to cost 
yon ar«' low ^'iiongli. 

C^. You would sa,y. then, as regards your own methods of competition, tliat 
wlien* the fighting is forced by (competitors yon do not cut jirices below your 
cost?—A. r bo]M* not when they gi‘t to that p<»mt, because T would rather keep my 
woi ks going and labor employed then* than to shut down, even at the cost point. 

C^. Yon Avoiild not , temporarily, in a special locality, go below the <;ost jioint 
for the sake of fn'ezing out a smaller rival, with tin* (*xpe<d,ation of keeping or 
g(‘ttmg control of your market?—A. 1 do not believe I would. Tben^ might be a 
gi'eatly aggravat('(i case wbens such a thing would s(‘(nn advisable, but it would 
be a rare one. 

Q. Yon would not say that your (xunpany bad lu-ver dom* that at all?—A. I 
wonbi not say 1 hat it was m‘V('r done it at all— tio. 

Q. So far as an organization of the siz(M»f tie* Standard Oil Company is (.;on- 
cena-'d, if yon fuit prices down to cost you can afford to hold them tliere. of course, 
v(‘ry much longer than a smalhn* rival could?—A. 1 think so. 

Q. And I presume you are in the lialht of doing that to get rid of a competitor 
at times?—A. We are in the habit of hgliting vigorously to hold our trade and 
advaiHH) it. 

Q. To the extent of holding prices down to cost until the rivals give way?—A. 
Y('s.' 

lUUT.S TU.E STANDARIt OKTs PR1(’K.S slUdHTI.Y AHOVK COMI'ETITIVE PRICES. 

Now. the gemwal ivsnlt th<*n is this: Hy virtue of your greater power you 
are enalded to si'cuirc* prices that on the wliole (rould be (*onsid('r(‘d steadily some¬ 
what ai)ove competitive rat(!S?—A. Well. T hoja'so. 1 think W(3 have better mer¬ 
chandizing faciliti(‘s, better marketing facilities, bid-ter distributing facilities,and 
betU‘r taleiit than a competitor can have. 

Q. 1 am not asking with reference to your power of making profits, but it is 
with rereren<‘(3 to getting th<^ pric(*s from tlu* consuimn*.—A. Piices are what 
nuik(3 tin* profit. If w(3 had a better average pri(•l^ we could get a better profit. 

Q. A’oii think, generally sp(3aking, that yon get ])ricv's for oil slightly above 
competitivi* ])ric('s?—A. W(‘ll, I .should think so; I could not answer—tlmt is a 
v(*ry general (piestion and very difficult to answer. 1 could not answer that spe¬ 
cifically. I hope that do. 

Q. Of cours(*, in this investigation we are seeing if we can get some general 
principh's on which legislation might be based, and these (piestions are to bring 
out, if we ('an. the power t hat so great an organization has in hxing prices. Would 
yon say, then, that in the (!use of an organization that controls perhaps 80 per cent 
of the markets of the country, there is a monopolisti<*. eleimnit that enters in 
vvhi(di ('nahles them to hold prices above the regular rat(*? Is there a monopolis¬ 
tic power that comes merely from the ])ower of (.‘apital itself?—A. Undoubtedly, 
ther4* is an ability, and when that ability, as I have said, is unwisely used, it is 
sure to bring its own defeat. 

(qj. If that ability goes to g(.*t an exorbitant priiu',of course it will invite com- 
j'etition, but when that ability is kej)t within modc^st limits, would you still say 
tliat it was in the power of such an organization to get the benefit of tht^ monopo¬ 
listic power that conies merely from tlui power of capital itself?—A. Well, I should 
siiy that that would he a very restricted power, a very restricted limit. The com¬ 
petitors ill this country are very active. 

* Mr. Ui(\ p. :>70; Mr. Mounott, p. 317; Mr. Clark, .pp. SU, «17,340,350; Mr. Wostgato, pp. 
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Q. What?—A. Tilt’ coraiK'titm s lu-c vt'vy luttivp; they are alert at all points with 
Ihitir small offcriiif's in the hope to Mini just sneh a (condition .as you desorihe. 

Q. Certainly.—A. But. as I say, as business is ainl as it has been for many years, 
we could not have (hat ability to any eonsiderable extent as nierehants. 

Q. If the ability were operative only to a slight extent, would it still bo enough, 
do yon thinl;,to make a difference between what we may call a moderate divi¬ 
dend, say 0 or 7 per cent, anil a pretty high dividend of between 1.’) and 2(1 jier 
cent?—A. Well, that involves so nice a iiuestion thal. I could hardly undertake to 

answer it; but .generally, as to the effect on the community, I should say- 

Q. (xenerally on the prices in the United States?—A. I should ,say th.ai, the less¬ 
ened cost incidenl to doing business in a large volume would more than compen¬ 
sate the consumer for any ability in getting higher prices. 

Q. Then that leads to this point, whether the large capital does itself give an 
organization the power to get a. somewhat higher ]irice tlian it could in the mar¬ 
ket iiri.ivided the competitors were substantially eipnil in power?^A. Oh, it may 
b(; so; but that is a difficult (piestion to answer. 

HY-i>K()i)UeTs. 

Q. In your busiups.s has there boon .any decided increase within the last 10 or 1.') 
years in the by-jiroduets that come from the retiningof oil?—A. Oh, my, yes: oh, 
yes. Their utilization has bemi greatly improved, and the uses of the by-products 
throughout the world have berm rmormoii.sly increa.sed. 

y. Will you give us a few spr’citic illustrations from your own business ?—A. 
()ur leading by-iiroduets are thr‘ light gasoline and nairhtlui products, the paraffin 
product that is used in eandh' making and kindred uses; lubricating oils for all 
classes of machinery, as taking the place of the animal and vegetable oils; the 
va.seline products, and numberless small products that I do not at the moment, 
pr'rhaps, recall. I have mimed the leading ones. 

C^. flan you say wlnUliei' it would hr' possible for thr'si'various by-products to be 
secured to as great an ad van tagi'by an organization that had in its eontrol, we 
will say. only half a million dollars';—.A. I ilon't think it ]iossil)le for them. I 
don't think tiiey could undi'rtakt' the different liranches of the Im.siness involvral 
ill the producing of (hesr- various articdes to which I have referred with anything 
like the advantage that we have in a large .specialization.' 

Q. That is what you would jnit down as one iirominent advantage that is secured 
by this large aggregation of capital—the use of the by-products'?—A. 1 do; the 
ii.seof the by-])roducts. It may be rather surprising to know that the by-products 
of petroleum now etjual substantially in value the illuminating oil itself. 

OIL SOLD III'.LOW Cos't IN' TIIK (•'.\ll K.lsT— III T Foil TIIF, llV-l’Iiom'lTS. 

Q. If so large an income is secured at the present time from the by-products, 
would it be possible for you still to make jiidfits, even though the main jirodiictof 
the refined petrideiim were sold substantially at cost'?—A. Well, we may possi¬ 
bly, yea, secure a profit. It maybe. However, we count the profit from the 
by-products as part of the whole profits in the management of our business; we 
take it as a whole. 

Q. (By Mr. tj.MVTii.) Which is the larger profit, from the by-products or from 
the oil?—A. Well, I should say—I do not know which is the larger—from the 
by-products. In estimating the outcome from a barrel of crude, we coitsider the 
whole proposition as to what we get from the by-products and the ruling prices 
for the illuminating oil, and base our prices as a whole on that. Of course, it is 
to our interest somewhat, or in siiecial eases, if not to our interest, these geatle- 
mi.'ii who are our competitors in the near-liy market and do not have to face the 
problem that we do, more particularly in competition with Russia and in the 
markets we have reached in the far East, will force us to do the liest we can. 
We have been basing our calculation on the expected outviut; made the prices 
for refined oil in competition with them there, which would have given no margin 
of profit whatever to us here. We have had to do that so as to hold those mar¬ 
kets for the general American trade as against the Rus.sian aggression. 

Q. If I understand you, you say that in the eastern market you have done it?— 
A. On a very low basis; I should say at below cost, figuring'transportation and 
the ordinary charges. 

Q. And secured your profits from the by-products'?—A. Yes; been satisfied 
with that. 


* ('omparH Mr. Loo, Mr. Boylo, ji. itl; Mr. Emory, 
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<JENKRAL IMPRESSION THAT THE MAHOIN HAS NOT INCREASED IN SIX VEAUS. 

As iT^ards t,ho homo market hero, the statement was made by you that the 
])ricA‘s luid lieen steadily lower. If we take the mari^iii betwi'eii crnd(^ pcdrolenm 
and the refined ])etrolemn. wo find that for a number of years past this margin 
does not seem to have lessened very materially in spite of tln^ increased profit that 
has come from the by-products?—A. There is a basis below which it is not pos¬ 
sible to go very much. 

How far?—A. J think the experionco of our comiietitors is pm’haps the best 
])roof of the fa(^t that with reference to the business as a whole it is pretty close!. 
It lias h(‘i‘ii carried on a ])rotty fairly close basis. 

Q. Wouhl you say tliat the niai'gin of profit now in tli<‘ rofining industry was 
no greab'r. if we tafee tlie period of, say, the last '4 years, than it was H or 10 years 
ago?—A. Well, i could not sp(!ak from memory as to H or 10 years ago. 

Q. About 0 years ago, your general impression is-A. That it is not. My 

generjil impression is that it is not. I spi'uk of all these matb'vs with some little 
r(‘servatii>n. fnmi memory. Tam just as accurate as 1 can he from memory. I 
shenild not like t<> be incorreeit. 

Q. On a(!<!ount of the many assertions whicli have been made on all sides on 
this (question. T should like to g(!t as closi' us possible.—A. 1 will answer you just 
as well as I can. If I err, I will endeavor to err on the safe sid(‘. 

!’.I:YIN<J crude in I'KNNSYEVANIA—UEFINEI* (niKVPER THAN CRUDE? 

Q. Till' general (pK'stion has hi.'cm asked as to th(‘ general (‘ff<!ci of the Standai'd 
Oil Oomi>any upon the price that is \)aid the ]>roduccr for crude oil. Do you 
know about wbat proportion of the Pennsylvania jiroduct y(Mi purchase?—A. 
Well. T tbiuk tlu' pen'eiitage of the business done by us as a whole would he per¬ 
haps th(‘ liost illustration of that. 

Can yon rec'all. otfliand, the figures?—A. Perha\)s our percentage of the 
Peiin.sylvania would 1 m‘ less than 82 pi'r cent, hecaiis!* a larger proportion of the 
'■ompetitivi! business is done in Pi'imsylvania than in Ohio. L should say in 
the lu'ighhorhood of 80 percent. 

Your piir(.-hases in this Pennsylvania field are made through your pipe line. 
Have you a gimeral purchasing agent?—A. Not through the pipe line. 

0- It is through your general purchasing agent?—A. Mr. Joseph Seep, of Oil 
City. 

0- Tlie |)rices that Mr. Sef'p there gives are tixe<l by you? -A. Well, they are 
siiggestisl. as a rule, liy us. 

(,^. IT(‘ is your general purchasing agent, and tliere are various suhageiits 
there?—A. Yes. 

0. Do you V(‘col1oct about liow many?—A. I should say forty or fifty. 

cj. Tli(‘ prices are fixed for it generally, as you say. from your office. As cover¬ 
ing th(! juinciples on whicli those price's are fixed, a circular Mr. 8eep issued some 
time ago was produced hen*, stating that the \)nces tliat h«‘ would pay would be 
fixed, in general, Viy the worlds markets.* The implication would he that the 
prici's would not vary jirohahly very frerpiently or very violently. Has it been 
true, generally, that prices have kept stable for the crudi! oil of Pi'iinsylvania?— 
A. Well, the prices hav<^ varied somewhat during tlu' ])ast several years, accord¬ 
ing ns the outlook was for tht‘ production, and as th>‘ demand was. It (‘ould not 
1 h! Ix'ttev stated by nu* tlian the circular states it. We have bebu'e us daily tlie 
best inlormation ohtainahh' fiom all the worlds mark<ds,as to what the offerings 
are. and as to what it is possible to sell for; and we make from that the very best 
possihli! consensus of prices, and that is our basis for arriving at the«'urreiit price. 

Q. G(‘nerally speaking, are the relative prices of the crude oil and the refined 
oil k(']»t substantially uniform?—A. We know all about it (wery day, of course. 

Q. And is the relation kept suh.stantially uniform?—A. Oh, substantially so. 
Of I'oursi!. it is not always the same. Of course, it seems possihli! sometimes to 
get a higher price, and we ari! glad to avail ourselves of tlie opportunity: and 
sometimes we have to take a closer margin and still buy the crude, and there, of 
course, we suffm* a loss.'* 

Q. Statements have been made boro by some of the witnossos to the effect that 
there have been times when refined oil at the seaboard was selling lower than 
the crude.-*—A. I should say that is a very exceptional case. I do not recall. 

Q. (Jan you suggest any circumstanc(*s where that would he tlie condition of 
afiairs?—A. I do not recall any such period. The answer is already given by me 
that, in competing with the Russians at certain times for certain markets, we 
cave n unle pric^es for refined that were as low as the crude products and have 

' p. 43li. tables, pp. 437-4i(9. ^ S‘t* Mr. Leo, p. 2Te. 
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tjikoii our returns on tlie profits from the hy-profiucts: but they have been vei-y 
exceptional cases, and it is not the ca.He to-day; it does not at all exist to-day. 

ItEASOiVS POU niSMANTI.INO REFINERIES. 

Q. Yon have at times purcba.scd the plants of your competitors and dismantled 
them? In.stances of that kind have occurred?—A. Oh, my, yes. 

Q. Will you state thi' tm.sine.ss conditions which, in your .iudgment, justified 
tiait?—A. 1 endisivored to do that as directly as possible in my general argument. 

Q, Will you .sum it u|i again?—A. It is this, that we have at times bought refin¬ 
eries witli the expectation of succeeding to the volume of business done by them. 
We have universally replaced the capacity of these refineries by better ones and 
better (‘(juipped construction at more favorable points. We wopld not buy refin¬ 
eries and ibsmantle them for the pleasure of doing it. We have done it because 
of a carefully considered business proposition, tliat being in the direction of 
ei'onomy in the business. 

(A I will <’all your attention to the c.as(! of some refineries that were bought up 
at Titusville. IVrhaps you can explain somewhat in detailtho.se ca.ses.—A. They 
were no excejitions to the rule. We had op])ortunities to utilize some of that 
jiroperty ipiite advantageously as small refineries. I think one of them was takim 
to Porio Rico. One was taken to Kansas, where it was juit in after the new 
jiroductioii; and one to Porto Rico, where we were compelled by the tariff laws 
to refine. 

Q. (By Mr. Smvtu.) Is the prodmdion eijual to the demand?—A. Oh, always 
vastly in excess of it; v;istly in excess of it. 

O. (By Mr. ,Tenks.) You made; the statement that the dismantling of tin! pl.ants 
at different times had not lessened your output.—A. Oh, no. Of course there has 
been at all times an excess of c;ipacity as compared with thi; demand. The 
capacity of the refineries is never run full—on very rare occasions—I should say, 
never. Anil the sole purpose in the abandoning of anyplant would be to conduct 
the business at a point where it might be more I'conomically done. 

y. Incidentally, in connection with that, it might be a more convenient way of 
bidding your market in the locality where competition would figure?—A. Pre¬ 
cisely. 

y. That would elder ;is one factor?—A. That would enter as one factor; yes. 

NOT THE STAND.inu'S POLICY TO MAKE PRICES SPECIALLY lUIlH Al'TER THEY 
HAVE BEE.N CCT SPECIALI.V LOW. 

Q. The assertion is frequently made—I do not recollect whether if has been 
made on the stand—that in cert;iin localities where you are compelled, in order 
to keep the control of your trade, to put jirices down for a time uidil ariviilxvith- 
draws from business, ju ices are afterwariis jiut uj) above what they were before in 
order to recouj) the losse.s iniuirred?—A. There is no such jiolicy in that business. 

Q. You have no such jadicy?—A. We have no such jadicy. It is i)os.sible tlmt, 
in the zeal and anxiety to serve of .some overzealous servant, such a case might 
occur. If so. and if it was known, it would not be apjiroved. 

Q. That is not your policy?—A. No; that is not oiir pidicy. We fully realize 
that if we survive with our business we must treat the jmblic very fairly. 

THE STANDAItn DUES T.O PER CENT UP THE CANADIAN REEI.NIN'H—NO RAILROAD 
DISCRIMINATIONS IN CANADA. 

Q. Statements have been made several times of late in the papers with refer¬ 
ence to sjiecial discriminations in freight rates that have been secured by the 
Standard (Jil Comjiany in Canada. It i.s said that they affi'ct very unfavoraldy 
other American refineries.—A. I am not familiar with it all. I know there have 
been such agit;itions in the newspapers, but I bave considered it as one of the 
usual class of such agitations. I will gladly inquire about it, if you wi.sh, and 
see what informatiiui I can secure about it. Ido not know of any discriminations 
in our favor; that is, any rates to the exclusion of other shipjiers of like character 
at all. Mr. Rogers says Mr. Hands asked a question in that direction, as to our 
being interested in the refining business in Canada. I did not hear him. 

y. Will yon |dease tell us about your interestin the Canadian bu.siness?—A. We 
are interested m the Canadian refining businc'ss and are doing our best in the 
business there to get it on a fairly jirofitable basis. It has lieen very much disor- 
ftanized there for some time, and we have come into relationship there with that 
in the jiast year or so. 
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Q. How a proportion of tho Canadian ivfinin^ interi^st do you i-ontrolV- 
A, T tiiink about 75 per (^ont; about 75 por cent.' 

Q. Have you of late, to your knowledge, made any contrac^ts with the Canadian 
Pacific and the Grand Trunk with reference to advancing rates from Butfah.) and 
Toledo?—A. Well, sir, .1 have nttt any personal sxK'cifie knowledgi^ jibout the 
matter; I will gladly inquire about it. 

Q. Will yon look it up and send us a r(‘ply?—A, I will. 

Q. You will get full information on that subject?—A. 1 will. Tlie advan(‘(‘iu 
rat(?s on American oil from Buffalo and Oeti'oit was mad(i by the Canadian r(»ads 
in tlieir own interests and is in no way discriminatory in favor of the Standard Oil 
(knnpany, Imt ratlua* to the c-ontrary, for that (aunpany pays tla.'se a<lvanced rates 
in full and ships over 75 jwr cent of tlui American oil consumed in Canada. 

DOKS NOT KNOW OF ANY RECENT (MIAN(}ES IN FIIKIOTIT RATES. 

Q. Aside from the question of special rates or special favors by the railroads, 
the statement lias becm made that at times you have been enableil to int1in‘nc<‘ tin.* 
railroads to put rates over c(‘rtain lines so high that it would work to the (lisad- 
vantage of c<)nq)Otitoi*s who had to use thoseliiu's more than yon did. For (*xam- 
X>le, Mr. Westgate testified that in shipjang oil into Canada he had found hims(df 
at a disadvantage on account of this increase in rat(' of which I have sx)ok('n and 
of which you say you have no knowledge, and that in attenqding to shi]) to Can¬ 
ada by anotlnu’ route*, through the Stab' of New York, h<* found that rates from 
his refinery to the northern part of New York State were very much above the 
rates that might he considen^l nornial there, judging by the rates on other goods. 
For exanq)le, he found that on <dh(‘r goods tlu* general freight rates to those 
phu‘es in norlh(*rnNew York were Boston rates: hut ou oil they w<‘re si»eeial rates. 
IT(^ tVlt that, he was i)ut at a, disadvantage on account of th(i location of his refin¬ 
ery, and that the Staiidard Oil (^)mpally had succe(Hled ininfiiiencing the laiilroads 
th(*re io make those si)ccial rates to tho disadvantage* of their e'ouq)etitors.' What 
we.nild you say oii that gemeral (prestioii?—A. I do not know. 

Q. The matter would he entirely within tbo law, of course?—A. I don’t know of 
any such condition at all. I have* no knowl(Hlge> of tlm rates—the tariff rates on 
p(droh*um—having hee*n e-liangod in New York State or any jdace else for a long 
3K*riod. I don't know that to he so. It is within the hounds of i)Ossihility, but, I 
should iHMlisjxise'd to elouht it exeeeelingly. 

You would he likedy to know in detail with refeveuic** to the* arraugi*ment of 
fre'ight rate's?—A. In New York Slate*? 

C^. In New York State and in UheKle? Island.—A. T tliink I would. 1 can mnke 
inepiiry about it. I would .say, with re*f(‘n*nc(* to the epmstion of coming into reda- 
tionshi]) with the Canaelian re^fining interest, the epieslion e>f rates was consideu’e-el 
in ce)nne“e'tion with tlio refining, hut, as I say, I don't know of any rates that are 
not om-ii to all comers. 

That is not the* question. C'‘>m]>etite)rH say that rates ov(*r enio line have 
worke'd to their ijeculiar elisadvantage^ and ne>t to yours?—A. I ehni’t know of any 
such cdiielitieui. I would say that it wemld ho to the* interest e)f the Canaelian 
roads naturally t<j encourage ])nsiness in thedr e)wn territory. I dem t know about 
tliat at all as to any luefereiitial conelition Avith us. 

REPOKTS ON (‘OMRETITe)RS‘ IIUSINRSS Ne-)T SEe^ERKO HV IMl’Re^PEIt OH QUESTIONAl«r.E 

METHe.H)S. 

In the' testimony of Senator Davis a statement of this kind was made: That 
a man in his emxdoyliad been ai)proacheel by a Standarel Oil official and offercel 
l>ay ve^gularly if ho would inform the^ Standard Oil Comiiany with reference te) 
their shix)m('nts.'' De)es the company undeu* any circumstances get informatie)!! 
from thei employees or officials e)f theircoiiq)ctitors?—A. The conqiany dex's noth¬ 
ing of the kind. If any such case occurred—and it might as an exceptionally 
rare case- on the part of an overzealous employee, whe>. in his anxiety to know 
about his conqx-titieui, might do a fexdish thing—it is not apiu'oved by the e'om- 
mny. When Mr. Davis or Mr. Westgate or anyhexly ed.«e says that we in New 
York get elowu to our office's to ged, our req)orts e'arly in the' morning fre^m the 
spies we have^ exit, it is utterly untrue. We do nedliing ed the kind. Wo are* not 
figuring on Mr. Westgate's or Mr. Davis's business; W(' jire figuring on our own 
business. 

Q. Do you make tho general statement that no reports are secnrtxl freuu your 

' Mr. aall.p.«73: Mr. PaK(^,p.788. 

■*'Heo pp.37:t-37it (^omiiurtMUSo tho tostiiix>ny of Mr. (Uill- 
" iSeo p. :i50. Also Mr. Monut^tt, ji. iRet 
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agents with reference to the hnsiness of competitors?—A. I don't say that. I 
should say there would naturally be reports, such reports a.s they could rightfully 
secure; hilt that they should secure them by improper or questionable method.s of 
any kind would not be approved by any member of the Stamlard Oil Company; 
and I would be only too thankful to have any such case brought to our attention.' 

STANDAUD Oil- TItL’S'l' lUSSOI-VHI), BUT THK AIKIUEOATION HAS WOKKEl) AS 
HAUMON'IOUSI.Y AS BEFOUE. 

Q. Yon have said that the general information with reference to the organiza¬ 
tion of the company would be furnished in the answer to the schedules of impiiries 
that were given you. But there are some matters that would not be covered in 
that, particularly. From Attorney-deneral Monnett's ti'Stimony,- the different 
forms of organization of the Standard Oil Company are brought out sonnnvhat. 
You had earlier the trust organization; afterward the I rust ivas dissolved, I 
believe, and you had a different form of organization. Will you sketch brietly 
the changes in organization that the .Stamhird Oil Company has gone through 
since the dissolution of the trust?—A. Would it not he vastly preferable to have 
that in such suiaunct shape as Mr. Dodd would furnish if? 

Q. That is not covered directly in the schedule'?—A. I think it would he so much 
more intelligently stated from the records than I could give it from nn.'mory in an 
oral .statement, and I would like very much if you woiild .await tlnit. 

Q. I think it possible that some of tin; commissioners would like to hase sonus 
(juestions on your statement, and then we shall have that for record from Mr. 
Dodd.—A. Well, hrietly stated, the Standard Oil Trust, ;is such, existed from the 
year IHhS to Ihitl; formed in 1H,S‘.3 and dissolved in isir?. In IKtl'd, at the time of 
the dissolution, the ma,iority of the stocks of tin' v;iri<iu.s companies concerned or 
involved in the Standard Oil Trust were distrihutol to the eipiitable owners, and 
that distrihution has gone on steadily until this time in the hands of liipiidatiug 
trustees. 

Q. Nevertheless, .since that time the different St;md;ird Oil conip;inies have 
worked together in harmony. hav(; they not'?—.-V. The ownei'shi]) has naturally 
lu'ought them into harnnaiy of action; the like owmirship, of course. 

Q. The general way in whhdi the control lias h(*en keiit uniform has been this, 
that the men who were the former trustees have held the majority of stock in 
each one of these different companies''—A. Exactly so. 

Q. So that the Standard Oil combination, as we may say. has worked together 
as harmoniou.sly,since the dis.solution of the trust as Ixd'ore?—A. It is hardly fair 
to call it a comfiination, but you might call it an aggregation. 

Q. An aggregation'?—A. An aggregation. 

Q. But as a matter of fact it has workial as hannoniously as liefore'?—A. Yes. 

THE AMOUNT OF TKUST CEIiTIFlOATK.S OUISTANDINO IS SMAI.I,. 

Q. Will you explain also briefly—because that was dwidt on also at length by 
Attorney-General Monm-tt—the inethod of distributing the profits to the stock- 
liolders under the trust and since?—A. Under the trust the inofits, of cour.se, 
were centralized into the hands of the tru.stees and distrilmted ratahly. 

y. Distributed to thecei'tific;ite holders'?— A. Since tluui the dividends have gone 
directly to the owners of the shares of the various companies. They have kept 
the same in one case as in the othm-, of course. 

Q. (By Mr. PHlu,n>s.) Have they been paid on the original Standard Trust 
certificates'?—A. To the extent that tho.se remained out. they liavi'. 

Q. Is there a vi'ry large pel' cent of them remainin,g out?—A. Not very large. 

Q. (By Mr. .Tenks. ) Do you recollect what per cent'?—A. I could not state; it 
is liecoining very small.' 

Q. (By Mr. Phillips.) The market (piotations are based on the original trust 
certificate.s?—A. I supliosed the (piotations were based in New York on stock. 

Q. (By Mr. .Ienks. ) Will you repeat your answer'?—A. Well, it covers some 
equitable ownershii), as it was. 

Q. (By Mr. Phili.ii'S.) It is largely distributed iniw? -A. Largely distributed 
now. 

Q. On the original trust certificate.s'?—A. No; oh, no; not largely, but to a very 
small extent only. 

Q. And was for (juite a time after the di.ssolution?—A. Yes; but it is very rapidly 
being extinguished. 


■Compare Mr.Clark.p..‘Ct5,'Ml; Mr. Mr.Kmoryipp.<U4,tiir); Mr.(4}ill.j».»)«l. 
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Q. Whon the Standard is quoted in tlio neij^lihorhood of SoOO.OOO.OOO, cn- $400 a 
share, do we understand that to bo the quotation on tlu' ori^^inal SlaudardV—A. 
On what was represented by the on^inal Standard. 

Q. On what was represented by the original StandardV—A. By the onginal 
Standard Trust. 

TRUST (.'KllTIFK'ATES KXCIIAN(JKAnT.E FOR STOCK OI^ TIIK NKW .TERSKY C'ORPOllA- 
TION HEPRESENTINO SURST.\NTIAJiLY T}IE SAME INTERESTS, 

Q. When a purchaser buys on the market 100 shares or 00 shares of what is 
nominally the Standard Trust certiflcab.'s and takos it to tin* company to transhu*, 
what (lo you give in the phu'C'of that? If 1 slumld buy lOO sliares of Standard 

Trust certifi('ates and talo' it to you-A, You would be entitled to receivi? a 

share or an 0 (]uitable interest in the various com])ani(‘s (•om])osing the Trust. 

Q. Wliat form is that nowin when it is transIV'rred? -A. It may. if it is so 
desired, be in the form of a certificate of sto<’k in 1h(! various enmpanies. 

Q. Tlioy taki'it in that way when they pur<dias<*. transfer, (u- sell':'—A. They do. 

Q. Do they take it in a divided form, or do tlu'y giv«‘ tliem a eiTtificale repre- 
.sentativ(^ of these aggr(‘gations?—A. What is tlie (piestionV Wliat would b<‘ 
entitled to? What he would bc^ entitled to would be his interest in tlie business 
of the various (constituent companies. 

Q. A"(cs; and what form of paper do you giv(‘ for that in the way of a certificate? 
Iff Imy 100 shaves on th(' market al. say, 400 or 1^0 or aOO. and take that for 
transfer, or if a man dies and it is sold and transferred to some* other pers(ui, 
what kind of a (•(‘rtifi(‘ate do you give that ])erson: will it represent all tlmse 
aggn'gatious?—A. We give him. if lu^ so desire—w(‘could not at all reissue a cer- 
tifii-ale of the Standard Oil Trust; we won't issue any new certificate of the 
Standard Oil Trust, tliat being in final liipiidat ion we wtmld give him his stock in 
tine various (*ompanies. or, as some of us are iioAV doing, holding our stock through 
the Nt'W Jersey eorporalion, would liold his interest iii that way. We would 
give him a e(‘rtificate in that rcquM'seutiiig siihstaiitially the same interests. 

Q. Hav(‘ you such tiansbus Ixung made? 

i}. (By Mr. Smyth.) Have you got yours in the new stock?—A. Oh, to a small 
extent. 

(By Mr. t'Aiaj'i HAa.) The (juestion is whetluT tlie gemu'al Standard Oil cer- 
ti(iea4eof stock is on tlm Stock Exchange of New York?—A. None on the Stock 
Exchange. 

NotatallV-A. No. 

tX Thi'ii you take up the eight subdivisions?—A. How maiiv—seven or eight. 

Q. And tile N(cw.lersey (‘ompauy?~A. And the N(‘w Jers(*v company. 

(^. And the stock tliat is so <[Uot.ed in the New York market is what?—A. It is 
the remaining fraction of tin- Standard Trust. 

Of the (dd Trust?-- A. Yes. Although, 1 think, to a very limiti'd extent, the 
stock of tlie N(‘W Jer.s(!y corporation, which substantially represents all, would 
be also (pioted. 

TllK M\N.C(ii;US <U' THE STANbAUI) HAVE NoT SPECULATED IN ITS STOCK. 

(^. (Hy Mr. Ear(^»uitar. ) The stoedethat is usually seen ipiob'd in tln^New Y'ork 
market is what we miglit call little dribhMs <tf stock?—A. That is it. 

(^. Ends of estates and stock that has come from the division of property into 
th(‘ii' hands; in other words. Un‘Standard stock is not in tin- mark(‘t,iu the general 
sense of tlie term, as a dt-aling stock?—A. No, sir; flu- listing of it on th(‘ Stock 
Exehang(‘ is carefully avoided, and they have never cuidcavored to make it a 
sp»‘cnlaiiv(* affair at all. 

Q. Havi* you never, of your knowledgi^, at any time, kno\vn when your stoek- 
hohlors and your directors or offica-rs or otlu'is have dealt in Ihost' sto(*ks?—A. Oh. 
1 think to a limited extent tlu-re have Ikmui s<im<‘ transactions on the part of tie* 
officers ill the stock, usually in the way of adding to tluur interest, perhaps, as 
opportunity has oceurred. I think I have myself. 1 must myself ph-ad guilty to 
the charge of having hought lot) shares and th<“n resold thmn again within th(> 
past Jt) y(*ars. I think that re])ri‘senis Tiiy entire stock transjic.tions in 10 years. 

Q. Are not nsxially the stock transactions coiifim'd to tlu' oflu-ers and the present 
shareliolders of the Standard proiierties?—A. There are a large number of share¬ 
holders-:b500. 

Q. These are simply figures. It is th<^ main fact that we want. The Ht(x;k of 
the Standard Oil, tlie great propt'vties, is not stock tliat is usually put into the 
New York market or any other market, but is propiTty that is confined within a 
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circuinscrihi'il numbi’i'—say, Ifl ov .">0 people—who are the main great owners and 
managers?-—A. UudonbUMlly, the majority is held within as limited a number as 
that. 

Q. Have you at any time in the history of your eompany ever sought to mahea 
profit through your .sbs'k?—A. Oh, dear; no, sir. 

Q. At any time?—A. Only in the i)romotion of the business, in the improve¬ 
ment of the stock as a whole, but not as a speculative thing in the stock ilsidf. 
As I .say, I have within the past 10 y('ars personally bought and sold 100 shares. 
That shows the extent of my oj)erations. 

Q. (By Mr. Jenks.) Will a list of tin' dividends that have been declared on tlie 
stock, the value of it, and so on, be furnished in answers to tlie schednh'?— A, 
Undoubtedly. 

Q. Those answers have been made?—A. Ho far as T know; Mr. Dodd has the 
matter in charge, if that was called for. 

THE STAND.lRl) Oil, CDMC.IXY HE ,N'EW .lEllSEV. 

Q. Now. will you take a moment to explain the organization of this new New 
.Tersey corporation out of the others?—A. It is .simply that a New .Tersi'y cor|>ora- 
tion. with a caiiital of .SKIO.IMIO.OOl) of common stock and §10,000.000 of preferred 
stiK'k, is fornu'd that shall be comiietent to own the stocks of these diff<!rent cor- 
])orations, to buy from alt partii's who own stock as they may ilesire to sell. 

Q. It is expected that these other corporations will jiractically throw their stock 
into that?—A. Not the corporations; the individuals ownin,g the stock. 

Q. (By Mr. Pmr.ui's.) Then would it not be;i case of a huudrc'd-niillion com- 
liany absorbing a five-hundred-niillion stock? What would they give them in 
value for it?—A. It is snlistantially the same value that was represented in this 
Standard Trust ownership; substantially the same value, whether it is one hun¬ 
dred, two hundred, three hundred, or four hundred, 

Q. This new stock would be put out at three or four hundred per cent ]ire- 
niium?—A. No; there is no new stock being ])ut out. 

Q. (By Mr. H.uyth.) The capital is to be one hundred millions?—A, Tha,t is it. 

Q. And it is simply a reissue under the New .h'rsey charter?—A. It lias noth¬ 
ing to do with the issue; there is no new caiiital sold at all. 

tj. Simply a reissuing of the present stock to the present stockholders under 
another name and another charter? 

tj, (By Mr. Phm.mps.) Necessarily carrying tlie same value?-A, In otlier 
words, the trust being dissolvi'd anil the parties in it receiving their eipiitable 
.shares in the various comiiauies, bring tlieni and sell tlieni In the Standard Oil 
Company, of New .Jersey. 

I'KEMIUMS il.\ CRUnE Oil, MEAN USUAl.l.Y lyl',M.ITY ; SOMETIMES ('OMI'ETtTION. 

Q. (By Mr. Jenks.) Will you explain to us briefly tlie systi'iii of preniiums on 
crude oil in the districts where the crude oil is purchased?—A. In the ]iroducing 
districts? 

Q. In the producing districts.—A. The iiremiums are usually the result of the 
(piestion of value in the diffi'rent parts of the district, I will not say that in 
some cases they have not been lower somewhat, caused by competition; wlii're wi' 
have had private facilities in certain districts to take care of the oil. and other 
people have come in and tried to take it away from us, in some cases we may havi' 
paid more than we would like to pay. I can notsay; perhaps that is so; but. as a 
rule, in the special ca.se of the Franklin oil and the case of the Lima oil an.I Scio 
oil. that is not it. It centers entirely on the (piestion of value. 

CJ. 1 infer from what you say that at times, in order to dispose of competitors, 
the premiums have been kept on till tho competitors have been bought out and 
have been dropja'd afterwards?—A. As I said, when our business has been 
attacki'd we have endeavored to protect it. 

Q. (By Mr. Pnii.i.ii's.) I am somewhat familiar with the pipe-line business in 
the oil fields. Take our district, where an indepenuent line went in a short dis- 
tan (!0 from Oil City; a iiremiuin was put on that oil, and no one claimed that that 
oil was more valuable than Oil Creek oil or other oil. It was not )mt on there on 
account of the value of tho oil.—A. As I have already said, that may be a case 
in point; where we have found, after providing these special facilities, which have 
no value for any other purpose, that our business was attacked by a newcomer, 
we have', of course, endeavored to iirotect it. 

Q. You put on a preininm on the oil which the Standard purchased after the 
American—you will remember that they built a lino through to Philadelphia 
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and established refineries there, and it became fjnite valuable. Now you put on 
a premium both in Butler County and in Washington County, those very large 
fields at that time, did you not?—A. We undoubttMlly did. 

Q. It was taken off when you purchased, was it not?—xV. Undoubtedly, and 
we would do the same thing again. We could not do less and be in the business. 

Q. And you do not do that as a mode of discrimination?—A. We do not; wo do 
tliat as a matter of self-protection. 

Q. And when you think you can do it in a legal way you do it, whereas you can 
not give a rebat(f?' —A. That is it. preci.sely. 

Q. Now, tliere is a ])ipe line in the .Scio fitdd in Ohio, and there is an independ¬ 
ent lim^ there,- and there is a preunium e.vi,sting tliere?—A. There is, but it is a 
question of (juality. The Scio oil is of very superior ipiality. We could not jiay 
a premium for it with the light business that is being done were it not for the 
quality. 

Q. But in the case I have referred to in Butler County and Washington County 
that was not a cpiestion of value, but ot coin]M!tition‘7—A. It was competition, 
unquestionably. There were very strong competitors, and we were there to fight 
them, of course.-' 

THE s-i'and.cud's stock in i.nhhi'endent comi>anies. 

Q. (By Mr. .Ienks.) Several times in the course ot the investigation statements 
have been made witli reference to the very decided interest that the Standard Oil 
Company has taken in the Producers' Oil Company, Limited. Statements have 
been made as to their buying stock in that company and attempting to get control 
of it. Will yon give your version of tliat'?—A. We lionght some stock in the Pro¬ 
ducers’ Oil Company, Limited. We bought some stock also in the United States 
Pijie Line.^ 

Q, About what proportion of tlie stoci; did you buy? -A. Well, I could not 
state from memory—a fractional intcresl. in the United States Piiie Line and a 
larger jiart in the Producers' Oil Company, 

Q. A majority of the stock in the Producers'?—-V. No, no; I should say consid¬ 
erably less than a majority. 

Q. At any time'?—A. That is, in the Producers' Oil Company, Limited? 

Q. Yes.—A. To the Producers’Oil Company, Limited, we found .such difficulty 
in tile way ot admission- 

Q. (By Mr. Piiit.t.ics.) I always understood thatit was a little over half, and I. 
want to be corrected by .Senator Lee if that is wrong.—A. Senator Lecq I think, 
is mistaktm, as well as yoursfdf. We never owiual more tb.'in oiu-lialf. The gen- 
thuiian who bought ours, pending tile ownership deci.sion. did own a little more 
tlian half; we i\ever did. 

Q. It was under your c<mtrol, and you workisl in harmony'?—A. It was until 
we sold it. 

y. You worked in harmony witli tile other person'?—.'V. We generally work in 
harmony with him. 

tj. Yon would in the management, if there bad been a change?—A. It there bad 
been a change we shouhl have lioiw.'d for a better relationship, but it did not 
come. We bought that stock anil were so opposed in thi' e.vercise of ownership 
that we sold it. We sold it in good faith, and the courts ha\'c iqiheld the owner¬ 
ship of Cidonel Carter; that has liecn finally uplield in a most remarkable ailjudi- 
cation. The court held that he was the beneficiary, but liccause ot .some by-law 
on the books ot the corporation he could have no voice in it whatevi'r. We'have 
no interest in it wliatever, not even a dollar's worth. Our ownersliip in the 
United States Pipe Line was bought at a time when we thought that the business 
ought to become profitable. It was bought as an ini’estment and with a view to 
having such knowledge as we could have rightfully through such ownership, as 
we .should acquire in the progress of the affair. There is nothing coveri'd about it. 

()ur ownership was contested by the gentlemen in chargi' of the property, and the 
courts have pa.ssed upon it. uiiholding our ownership, our r-ight to own, and giv¬ 
ing ns our place and recognition on the board, and we luive never done a thing to 
Imrt the bnsines.sof tho company. We have been greatly iiained tliat the results 
from it have not been more profitable, and we do not understand why they have 
not been. Wo think that one of these days, if that iniquitous voting trust is ever 
dissolved, tho shareholders will awake to a feeling that somebody else than those 
who have managed it could do something for it. 

Q. (By Mr. PiiiixU'S.) Did not all the shareholders agree to the voting trusl'?— 
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A. You got all of them to agree to it, but there hav<^ been some that want to get 
out of it migixty biwl. 

Q. Then you did control, thi’ough Colonel Carter, in the Producers’ Oil Com¬ 
pany, Limited, a little (xver half the stockV That was carried up to the supreme 
court. It was organized, a partnership,limited, in whicdi the law itself requires 
the person to be admitted by consent of a majority of interest and stock in order to 
vote, and the i)y-laws recognized the same thing. The supreme court decided that 
purchase woirlil not make your party a partnerin that concern any more than, if I 
should buy a partner out in the dry-goods business, I could fonie myself in. The 
law was gotten up for that special purpose, as it is understood in Penn.sylvania, the 
same as tln^ English law, was it not?—A. I must correct you very positively, once 
and for all. when you say that we are controlling through Colonel Carter. We 
h.ave nothing whatever to do with Colonel Carter. The purchase.made by Colonel 
Carter of the .stock that we owned was made in good faith, and he owns it entirely. 
He c,an give it away or b ar it np without raising any question with us or any¬ 
body that I know of. The (ptestion of the decision of the law I am not here to 
criticise. I am not criticising judges or courts. But the law was a very (picer 
one. that a man should be adjudged by the court the e(piitabl(! owner of a 
majority of the stock, and then it should be ruled that because of .some by-law of 
which he had not been cognizant, passed by the company, he could be kept out 
of any voice in the company. That is a very (pieer law, whether in New York or 
Pennsylvania, or anywhere else. 

Q. Did Colonel Carter buy that stock of his own instance?—A. He did buy it of 
his own instama^' 

Q. And without any consultation or agreement with the Standard Oil (Com¬ 
pany?—A. H(‘ was in a contention rt'garding the matter of his individual owner¬ 
ship, and h(.' became enlisted in it and bought our stock, as 1 say. in the negotiatioxi, 
the same as you, or I.orauybody else would buy it. We were glad to get out of it. 

Q. You had purchased a large amount of stock?—A. We had purchased a large 
amount, and we sold it. 

SUSPECTS FREIOIIT D1.SCRI.M1.N.\T10NS .VOAINST THE STANKARU. 

Q. (By Mr. Jenks.) You have state<l emphatically several times that you hay<! 
received no discruuinating favors from railroads at all since the passage of flic 
interstate-commerce law. The statement is fre(juenlly made that railroads are 
making discriminating rates on freights of ditterent kinds at differoit times. 
Have you. in your own bxisiness. met with opposition of that kind, or have you 
had reason to bc.dieve that your comitetitors were receiving special favors against 
you?—A. Well. I would rather not go into that ipiestion. I do not feel that I am 
prepared to go into it. That we have strong susjncions on that line is tnuKUiough, 
but I am not here to make charges against other pwqile. I am not here preiiai-ed 
to do it. There might arise exigencies in the course of the testimony where it 
would seem necessary for ns to lookup the records; and if so. I shall be glad to doit. 

Q. You have no evidence t« give on that subject?—A. I have nothing to pre¬ 
sent to-day on that subject. 

FAVORS PUBLICITY OF ACCOUNTS UNDER A NATIONAL CORPORATION LAW. 

Q. You made a suggestion near the close of your direct testimony with refer¬ 
ence to legislation. Would you consider it advantageous to the country as a 
whole to have greater publicity regarding the business of all of the great corpo¬ 
rations that now exist? For example, with reference to thi; amounts of stock 
that are represented by plant, the amounts represented by patents, by good will, 
the amounts that are water, and so on. In other words, would you consider it 
an advantageous thing for the country to have substantially the English corpora¬ 
tion law apiily in this (amntry?—A. If it could be put into Federal hands, yes. 

Q. Into F(;deral hands?—A. Into Federal hands; yes, by all means. 

Q. And you would favor, then, the publicity of accounts, the making of reports 
to the Federal Government quite in detail?—A. Oh, unquestionably. 

Q, Somewhat the same system as is applied to our national banks?—A. Unques¬ 
tionably. 

Q. You would favor any law of that kind?—A. I certainly would. 

MARKET PRICE OF STANDARD STOCK. 

Q. (By Mr. Phillips. ) Will you state what the highest price is that the Stand¬ 
ard Oil Company’s stock has reached on the market?—A. I think the present is 
about the highest price. 


1 fckie p. SW. 
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Q. What iR the last quotation?—A. I think liiO or Km. 

Q. That would repraseiit .$480,000,000 or $405,000,000?—A. If it could all ho sold 
at that jirice. 

Q. Do you ohject to stating the amount of dividends yon have been i)ayi 7 i,!;?— 
A. That is to go i n the statement aRk(Ml for. 

(By Mr. Jknks. ) I have furnished to Mr. Arehhold one of the schedules pre¬ 
pared by the commission, and that is to be tilled out and returned in 10 days. 

NO ItEliATES O.V OIL OK OTHER COMPANIES—NO COMEELLINO REElNEIiS TO SEI.I, 
TO the: standard. 

Q. (By Mr. Ratchkoud.) Has your company received any rebates on the 
transportation of oil of other compiinies?—A. It lias not.' 

Q. What have you to say as to the charge, so generally made against your com- 
])any, particularly, I believe, in the Western States, to the effect that small pro¬ 
ducers and refiners are forced to sell their product to the Standard Oil Company? 
That is a pliase of the cpiestion which, I believe, has uot been touched upon 
to-day.—A. I think we hav(^ gone into it very fully. 

Q. Wliat have you to say with reference to tln^ charges, so generally made, to 
the effect that smaller concerns, indivhlual producers and retiners, are forced to 
sell their product to the .Standard Oil Company? Tliis is a <-harge that is made 
in Colorado, and 1 want to give you an opportunity to deny il’ it i.s untrue.—.A. It 
is untrue; thi>re is no such compulsion of any kind, eitlier with reference to the 
producers or retiniTs. In fact, we buy very little of the product of the small 
refiner—next to nothing. 

Q. Your comiiauy has made no agreement with reference to such small con¬ 
cerns?—A. No. 

Q. Did tile ]iaper you have submitted in evidence hero to-day state that coi-tain 
other companies have received rates of transportafion from certain points 
cheaper ffian your company have ever recl'ived?—A. I stated only the one case in 
connection with transportation of oils furnished by the ('cuitra.l Railroail of New 
•Tersey to Ihe United titates Bijie Line. I furnished a statement on that.- 

y. (By Mr. Kennedy.) There was testimony in Colorado to the effect that a 
distributing company tliiTe took all the products of the two refineries of the Colo¬ 
rado field, and Senator Hill. of Colorado, who owns one of these refineries, testified 
that the distrilmting company, or merc.liandising company, which liouglit alt of 
this refiin-d product, was the Western concern of the Standard (Jil Company.— A. 
They may do so, but it is entirely a voluntary act on the part of the company 
retining tlie oil. There is certainly no compulsion about it. 

y. You .said they do not buy?—A. We do not here at the Ea.st—the Standard 
Oil Comiiany. I did not have in mind tin- question of a possible purchase in Col¬ 
orado of the loi-al production; that might be so. 

Q. (By Mr. Katchkord.) Is there not such a thing as cutting the jirices on 
that dist ributing conqiany and forcing them, through business rea.sons, to dispose 
of their product to your company?—A. Ido not know how we could do so. It 
might prove they were iiicomiieteiit buyers. 

Q. They hold otherwise.—A. Their relation to the eoinpaiiy—the distrilmting 
company—altliougli I am uot familiar witii it, must lie voluntary; certainly no 
compulsion about it. 

AMERICA NOT IN THE MARKETS OF THE AVORLD, BUT FOR THE STANDARD. 

Q. (By Mr. Smyth.) Do we imdersland from yoiir testimony that yon elaim 
the Standard Oil Conqiany has been of vast benefit to the oil industry in the 
Iliiitei] States and abroad?—A. I believe that it has been of vast heneiit to llie 
eoniitry. 

Do yon believe it has been a benefit to the American people?—A. To the 
American jieople and the American producer of oil. I believe firmly that America 
would not have been in the markets of the world il it had not been for the 
Standard Oil Company. 

OBSERVED THE STRICT LETTER OF THE LAW. 

Q. Do you state, since the passage of the interstate-eommorco law, in 1.S87, your 
company has not received rebates of any kind from the transportation conqia- 
ni(!s?—A. I think we have oiiserved the strict letter of the law in all that pertains 
to interstate transportation." 

'SCO pp. 650-560; Mr. Eico, pp. 5110-709. 
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(iAUSHS OF TUK STAN'D.iUD'S I'KOSFKKITY. 

Q. Yet, siiKU' thiit peruxl vour company lias prospered more than ever before?— 
A. Ye.s. 

Q. How do you account for that?—A. One of tlio contributing features, in my 
mind, is tlie greater staliility tliat lias attach'Hl to the trade since the pa.ssage of 
tlie law: the (‘.\tension of business, growth of business, and better utilization of 
liy-products, and all that; but very largely the stability of business incident to the 
stability of rates through the interstate-commerce law. 

(J. I suppose the Standard buys the best that is to bo had?—A. They are on the 
lookout for the best. 

y. And probably their success is due to their nerve .and ability .and money?—A. 
It is, undoubtedly, and to the further fact, which I must rejieat, that we treat the 
trade fairly. We realize fully that no business can have any permanent success 
that is not carried on on honest principles, and you will not find customers of 
ours complaining of our treatment. 

V NArtONAI, CORPORATION l.AW. 

Q. (By Mr. Ci.arkk.) You have stated that you would favor the form.ation of 
national corporations. Would you have the capital of these coi'iiorations limited 
by law or by a nati<inal commissioner of corporations, or would you have it 
unlimited?—A. I would have it unlimited, but would juit upon its issue such 
restrii'tions as to value involved as would fairly protect the community; I mean 
the general imblic. 

tj. You would have tbe.so national corporations subject to the supervision of a 
commission or some other G-overnment authority?—A. Undoubtedly, as is the 
case under the English corporation law. 

(J, Do yon not thiidc one of the greatest evils of State coi’jiorations is the back 
of supervision?—A. The lack of supervision, and the entire lack of uniformity as 
between the States. 

Q. Do you tliiiik the formation of national corpor.ations would overcome most 
of the objections that are now raised to combinations commoidy called trusts?- - 
A. I do. I believe it would d(j away with the talk of monopoly, make every 
business free to all <-omers. within tlu' law and under the jirovisions as made. 

tj. (By Mr. Kf.nnkdy.) Favoring national charters and national supervision 
as you say. would y<ju go to the e.xtent of favoring inspection of the books anil 
affairs of each concern, as the national banks are insjiected by Government offi¬ 
cials?—A. I have not made a study of the subject so as to make a statement in 
detail as to what the supervision and restriction .ihonld be. I should say that is 
a ipiestion that ought to be very carefully considered before expression is made, 
and I could hardly answer it to-day. On general principles. 1 favor all fair super¬ 
vision and making of statements that would enlighten the public. 

ADVA.N’T.VOK of a liRF.AT .VIKIRFGATION. 

Q. (By Mr. Farquhar.) Is it not a fact that, since yon control the products of 
petroleum in this country, when you acipiire. by purchase or through the agency 
of your own men. the formula of a better oil and a better way possibly of pro¬ 
ducing oil. you can beat all competitors by the fact th.at you can put it into etfect 
in every single one of your plants? Ha.s not that been one of the great reasons 
of your success in carrj-ing your oil under a Standard title all over this country, 
and accejited as a standard wherever sold?—A. Undoubtedly. 

Q. An advantage that a smaller concern, independent or otherwise, can never 
obtain bec.ause they can simply work a formula within themselves, whereas you 
can put it in the hands of fifty or sixty?—A. That is entirely correct. That is 
one of the great causes of the success of our business, and comes from combina¬ 
tion alike of capital and talent. 

Q. (By Mr. Phii.ui'S.) Have you any further or supplementary statement to 
make, Mr. Archbold?—A. Nothing. 

Testimony closed. 
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WAsniNOTON, D. Sc))f(‘iiU)ci- :i, /.?.w. 

TESTIMONY OF HENRY H. ROGERS, 

Pi-esiilmt <if the National Transit Comjmny. 

Th(^ commission met nt 10.30 a. m., Vice-Clmirman Phillips presiding. Mr. 
Henry U. Roger's appeared and, after being duly sworn, testified as to the oil 
industry. 

y. (By Mr. .Tknks.) You may state your name ami residence.—A. Henry II. 
Rogers, New York City. 

THE witness’s connection with the standard oil company. 

Q. What connection have you with the Standard Oil Company, the Standard 
interests?—A. I am president of the National Transit Company. 

y. Are you connected with the Standard Oil Company of New .lensey?—A. I am 
one of the vice-presidents of the Standard Oil Company of New .Jersey. 

Q. Y’our position is such that you would be entirely familiar with the iiuestions 
discussed in Mr. Archbold's testimony'?—A. I think mainly so. 

0. You heard the testimony yesterday. Do you agree substantially with all that 
was said'?—A. I do. 

reasonahleness of pii’E-linh charoes of the standard. 

Q. Y’ou have been familiar with the pipe lines, their charges, etc., for several 
years'? - A. i have. 

0. About how long is it since the charges on the pipe lines were lowered 
to 10 cents'? -A. I think, as Mr. Archbold testilied, it was about twenty years ago. 

Q. Can you give us any e.vplanation as to why it is that the pipe-line charges 
have remained substantially the same for twenty years, whereas the charges of 
railways and prices in general have decreased very decidedly'?—A. Y’’ou will 
nnder.stand the |iipe-liue charges of 3(1 cents are what are termed "gathering 
charges "—that is to say, the oil is taken from the wells of the producer and 
delivered to the station's of the pipe line and the tanks. Wherever the oil is 
f.jund we run a line to it. We are frequently called upon to run a line l.v or 31) 
miles. We never object; we make no e.xira charge for that. In some instances 
we pump oil but a very short distance to the tanks, and iu some instances we 
iminp it 1.') or ‘Pi miles, so that we consider it iin average charge, really, rather 
than an arbiti'ary charge.' 

y. (By Mr. Farqliiiar.) Y^ou mean not an average but an efiualizing charge?— 
A. An equalizing (diarge, if you ple,a.se to term it so. 

y. (By Mr. S.m ytii.) Based on the circumstances of the producers in the same 
field?—A. Yes; .and because the producer, if he is a patron of our line, is at liberty 
to feel that no matter where he finds oil in the vicinity of the pipe lino—it may bo 
1.") or 30 miles away: but if he is a pati'on and has a producing well of jiaying size, 
we will spend the money and run the line to him and take care of his oil. 

COMFF.TINd Pirn LINES. 

y. Is there any competition in the pipe-line business'?--A. Yes, 

y. What is the competition?—A. The competition in the Butler field is with the 
Producers and Refiners' Pipe Line. The competition in the Ohio field is with the 
Manhattan Oil Company, and in the Indiana field with tlie Cudahy Company. 

y. (By Mr. Pniia.ii’s.) Is there any competition in the Scio field in Ohio?—A. 
There is a trifling competition. The production in that field is about (1,000 barrels 
a day, and the run of the outside lines is probably between 100 and 500 barrels a 
day. 

y. (By Mr. .lENKS. ) These competing pipe lines run into the same territory, so 
that they might equally well take the product'?—A. If they had the capacity to 
handle it. ' 

y. So far as the location is concerned?—A. So far ms the location goes. 

y. Are the prices of these independent pifie lines in Pennsylvania the same as 
yours'?—A. I do not know. 1 have hearsay evidence, but that is all. 

'Comiuiro pp. .588,589; Mr. Leo, pp. 380,384; Mr. Davis, p. 353; Mr. Phillips, p. 594; Mr. Emory, 
p.lJW. 
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rKHMIUM ON on, IN I’AHIOUS >’1F,I,IW. 

Q. (By Mr. Pnir.r.irs.) Hiive you iiny iiremium on oil in any competing field 
e.xcept tlio Scio field? -A. Ye.'!. 

Wliatothor fields theTiona and Franklin field?—A. The Tioiia—the Frank¬ 
lin field is a Inhricating oil field. The oil is superior to the ordinary petroleum. 

Q. Ami the oil in the Tiona field is also superior, as it is generally understood?— 
A. Yes. 

Q. Norv, the Scio is a newer field. Do you understand that to be somewhat 
superior?—A. It is. 

Q. Mr. Archhold testified yesterday that you had applied premiums on oil in fields 
where there was no special difference in the quality of the oil, as, for instance, in 
Butler and Allegheny and Washington counties, when there lyas competition 
there.' Do you understand that to be substantially correct?—A. 1 understand Mr. 
Archbold’s statement to be absolutely correct. 

I’RF.MU.'.M IS .NOT .V. REIiATE. 

(J. He testified that you put these premiums on, but did not give a rebate.- I 
would like you to explain to the commission the difference between putting a 
premium of 10,1.'). or IM) cents tier barrel on oil and granting a reduction in trans¬ 
portation prices on it. Would it not in effect be the same?—A. First 1 wouhl liko 
to .say that as 1 understand Mr. .Vrchbold he did not testify that we had been the 
first to put the premium on the oil: that it had been brought about by competi¬ 
tion. 1 do not think the money that goes inb) the ijocket of the jiroducer as an 
advanced price could he classed as a reliato, because ho loses interest in the oil as 
soon as it goes into the pipe lino. The pipe-line charges are paid by the man who 
transports the oil for refining. I ho exporter. 

Q. Did not all who shipiied in these fieldsget .an advantage over other producers 
in other fields the same as if it was a rebate? Is it not another name for the same 
thing?—A, No; not nearly so. as 1 have exjilained. The producer loses interestin 
the oil from the instant when he deli vers it to the pipe line. If he gets a premium 
on the oil, the producer is benefited by it. He has surrendere<l it to the man who 
owns it after it goes into the pipe line, for refining or for sale to foreign markets, 
for export. Tlie producer has no interest in the oil after he parts with it at the 
well. 

Q. Could he get a larger price for it if there was a larger (irice on that oil? ~.A. 
I could not answer such a hypothetical question as that. 

NO |■I^F„MIUMS AT niiHSIiNT EXOF.I'T FOR SiJl'ElilOR VUAT.ITY. 

Q. (By Mr. Smyth.) Do we understand, then, in the instances of fields where 
yon say there is a premium, that it is duo to the superior iiiiality of the oil?- .V. 
It is. 

(By Mr. PuiLi.irs.) At the present time?—A. Yes. 

Q. (By Mr. Smyth.) I understand there is no premium now except in two cases 
wliere Die oil is of superior (inality?—A. There are thi'ee jioiuts. 

y. And at these points there is a premium?—A. There is a difl'erence in the 
price of oil in Ohio. There are two fields in Ohio, the North Lima and the South 
Lima. The oil of the North lama field is more valuable than that of the South 
Lima field, and there is a difference in jirice of .T cents. 

Q. That difference goes to the producer?—A. A^es. 

msCRIMINATINO FREKiHT RATES IN CANADA. 

Q. (By Mr. .Tknks.) We received some information yesterday with reference 
to the interests of the Standard Oil Company in Canada; it was said you had 
some refining interests tliere. A bout what proportion of the refining in the Can;i- 
dian fields do you do?—A. 1 ,am not familiar enough with that branch of the 
t)usine.sa to answer. Mr. Archlxild, I think, will furnish that. 

CJ. Have yon any information as to an advanceof rates from Buffaloand Toledo 
through to Montreal or other Canadian points in the latter jiart of IfiOH or first 
part of 1S9!1?—A. I never heard of it. 

Q. You did not Iiear that any complaint was made by Canadian oil ilealers to 
the railroad committee of the Canadian Parliament with reference to discrimi¬ 
nating rates on the part of the Canadian Pacific and Crrand Trunk?—A. 1 heard 
something about it, but am not posted as to details. ' 


‘ Soo pp. r)7*>,-’»T7. Also Mr. Boyle, pp.475.47'.>. 

See p. 577. See also p. 471*. 

’Compare Mr. Archbold,57:1; Mr. WcMtgate,I).37H; Mr.Gall,pp.676-677. 
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THK DISSOLUTION OK THE TRUST—KUACTIONAL SHARKS RECEIVK NO DIVIDENDS. 

Q. When the Standard Oil Trust was dissolved, in what form did the certificate 
holders receive their claims on the various com|ianieK that had been combined in 
the Standard Oil Trust?—A. In what form of certificate? 

Q. Yea.—A. First, I think, they had to surrender their trust certificates, and 
receive a certificate that gave them eiiuitable ownership in these constituent com¬ 
panies, and then tliat certificate was exchanged for actual stock in the company. 

Q. There were some twenty constituent companies'?—A. Yes. 

Q. In the case of a holder of two or three shares of stock, would he receive frac¬ 
tional shares in each one of these companies'?—A. Yes. 

tj. Did these fractional shares receive their dividends the same as others?— 
A. No. 

Q. In that case, if a person had held less tlian twenty shares of the trust certifi¬ 
cates he would not receive dividends from the different companies'?—A. No; I 
belicvi! it is for legal reasons. 

Q. Does that moan that these holders of trust certificates, who have only frac¬ 
tional shares in these various companies, have not received any dividends since the 
trust was dissolved?—A. That is as 1 understand it. 

Q. Is that a reason why the trust certificates have been surrendered so slowly 
on the part of many'?—A. I could not answer that; I do not know.' 

AMOUNT OK OIL THAT THE KIl’ES HOLD—AMOUNT OF CREDIT liALANCES AND 

(■ERTIKKJ.VI'KS. 


Q. (By Mr. Pmi.r.ips). About how much oil does it rcqniro to fill the pipe liner 
of the National Transit sy.Htem in the Pennsylvania and Virginia field?—A. 1 neves 
figured it. I can give you that information if you will gi\'e me twenty or thirty 
days'time; it is a mathematical calculation. 

y. One witm'.ss estimated the amount sufficient to fill the lines as about 4.000,000 
barrels?—A. 'The amount of residuum in the bottom of the tanks is published 
every month by the National Transit Company. That is a matter of public record 
ami can be bad. 

t.j. About how much oil has rei.’cntly been standing out in the shape of credit bal¬ 
ances .and certificates at the end of each month?—A. 1 can not answer, but we can 
furnisli that from the monthiy statements published in the office; that informa¬ 
tion is given to our Oil City and New York offices every month and published in 
the Oil City Derrick. Do 1 understand you would like to h.ave it for a period. 
Professor .lenks? 

t^. (By Mr. Junes). Yes. -A. You are welcome to it. 

(-redit in Naiiontd Transit ('tnnpany. 


1 In hanvls ..f <TUdo nil of Ui gulliais nanh. ] 


I 


Timiv 

Barrels, 

Jnno . 

Dcceraber:il, ISWI__ 

. 

December 01. IMIK). 

Jnjio 1801. 

Deceinl)er01. 1801 . 

3.217.740 Ki 
3. im. 81 
3,701,873.84 
2,7r>K.or)4.:{o 
r». 41 w, 170. :w 
3.2oi,:ir»i.;u 

Docoml)or 31, IKOii .... 


June 30, mu ... 

4,:M0.7i3.ir> 

December 31, 1K03. 

2,705,r.>):i.20 

•Juno 30, 1804. 

2,45:1,117.82 


Time. 

Barrels, 

December 31,1804 . 

JunoJKl, 180.^.. 

Deceinber 31,1851;'). .. 

JunH:Kl, 185M) ... 

I)e(*einber :n, l85Ni... 

1, fill. 2.5.') 1.3 
7H;1,502.9() 
!.«(«). 325.78 
:i, 27.5, (17.5.4!) 
4,316.080.28 
5.41:{.417.I0 

June :50, IS07 . 

Decemldor 31 1807 

4.533,054.:i9 

4,450,:u:{.02 

3,823.907.38 

4,910,451.22 

5.:W9.392.54 

,Iuuo:l0, 18iW. 

December :n, 1808 . 

June :i0,189Jr. 

SeptomlMir 30,1800. 


As to the c.apacity of the lines, that would bo a very difficult thing to say, We 
probably have :!?>, (lOO miles of pipe, or more, scattered all over the country, 2 
inches, 2h 3, 4, 5, 6, and 8 inches in diameter. Now. to figure out .inst howmany 
miles there are of each and how much oil it would take to fill it is a great mathe¬ 
matical problem. 

Q. (By Mr. Phillips). We only want an approximation. Yon could probably 
tell within four or five hundred thousand barrels.—A. We could do that, cer¬ 
tainly. 


'Soo p.587. Compare Mr. Archbold, p. tll-tTll; Mr. Monnett, p. IWl". 
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(Estimate supplied later: Tlie estimated amount of what i.s known as Pennsyl¬ 
vania crude oil in pipes of 5 inches in diameter and over of tlie National Transit 
Company and connecting pipe lines, as of 7 o’clock a. m., October 1, 1899, in bar¬ 
rels of 42 gallons each, is 595,528 barrels.] 

RELATIONS OF VARIOUS “INOEFKNDENT" COMPANIES TO EACH OTHER AND TO THE 

STANDARD. 

y. (By Mr. Smyth). There was a matter mentioned yesterday that several of 
the commi.ssioners did not thoroughly understand. That was in reference to the 
pipe lines in which the Standard Oil Company owned a half interest; 1 think it 
was in Pennsylvania.'—A. The Oil Producers' Company, was it not? 

Q. No: I understand the Standard Oil Company owned a half-Siterest and sold 
it to Colonel Carter, but under some decision of the courts of Pennsylvania ho is 
not allowed to control or manage that company. We wanted to ask who owns 
the minority shares.—A. I only know from rumor; rumor is that Mr. Phillips 
and his friends- 

y. The Pure Oil Company?—A. Not the Pure Oil Company. The Pure Oil 
Company is a company, you understand, that contemplates the ownership of the 
Oil Producers’ Company] the Producers ;ind Refiners’Pipe Line, the United Stiites 
Pipe Line Company, and numerous refineries in the oil regions and one or more at 
the seaboard, in practice, it would ])rovo to bo a repetition of the Standai'd 
Trust—a very wise thing to do, I concede. 

(j. These individuals that own a minority of the stock, according to the testi¬ 
mony, really control the management of the company?—A. It would seem so. 

(^. (By Air. Ratchforix ) Are they an organization?—A. I think an organiza¬ 
tion under the Pennsylvania law. 

Q. (By Mr. Smyth.) What is the name of that pipe line?— A. The United States 
Pipe Line is one and tlie Producers and Refiners' Pipe Line is another. 

•Q. Does this ownership that the Standai'd Oil Company sold cover both com- 
panies?-A. The Producers' Company, as I understand it, own and control an 
interest in the Producers Oil Company. Limited, and the Producers and Refiners' 
Pipe Lino Company. The answer to Mr. Smyth's question is, as 1 understand, 
that the Producers' Oil Company own and control an interest in the Producer.s 
and Refiners' Pijie Line, which line gathers oil in Butler and adjoining counties, 
and the Producers and Refiners’. 

Q. This companj was the United States?—A. The Oil Producers’ Company, 
Limited. 

Q. And the minority of stock, you think, is held by individuals?—A. I think so, 
but I do not know. 

Q. You state the Standard Oil Company has no interest in it?—A. None what¬ 
ever. 

MR. carter’s stock, AND HOW HE (lOT IT. 

Q. (By Mr. Farquiiar.) Was it conceded in the opinion of the court that Car¬ 
ter did positively own a majority of the stock?—A. 1 so understood it. 

t^. You could not positively give testimony as to that?—A. Only mere hearsay. 

(J. (By Mr. Phillii>s.) Was not Mr. Carter furnished the money to buytliat 
stock by a trust company in New York?—A. That I do not know; I think not.' 

Q. And he was introduced to that comjiany by a member of the Standard Oii 
Company'?—A, What was the name of the company? 

Q. I do not remember the name.—A, Ho may have been introduced to the com¬ 
pany; I could not answer for the moment. I suppose if Mr. Carter or Mr. Phillips 
came to me I would feel perfectly free to introduce them. 

Q, (By Mr. Smyth.) It is not an unusual thing?—A. Notan unusual thing to 
borrow money. 

Q. (By Mr. Phillips.) Did we not understand Mr. Archbold yesterday to state 
that the Standard Oil Company, or the trust, or the United Pipe Line, controlled 
a majority of this slock at one time that was souglit to be voted by Colonel Car- 
ter'?''—A. He testified, I think, that the Standard Oil Company did noteverownauy 
of the stock, but the parties in said- 

Q. But the affiliated companies under the control of the Standard Oil Company 
did'?—A. It seems to be a question of memory between Mr. Leo, Mr. Archbold, and 
me as to whether Carter owned a majority of the stock or we owned a majority of 
the stock before his purchase. 


* See p. 69U, 


p.677. 
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y. Can these facts be fully ascertained by the proc(!edinga and hoaring.s in New 
YorkV -A. There were im iiroeeedinga brought there. 

Q. 1 am not certain whether it was brought there or not, but I so understood it. 
There were some jiroceedings and some testimony taken in New York.—A. I never 
heard of it. 1 would like to say that Colonel Carter did coninience an action in 
Pennsylvania, and the court decided that he wa.s a bona fide owner of the stock 
and (fUght to be allowed U) vote it, but under the rules or by-laws he could not do it. 

Q. And that was carried to the Suiiromo Court and affiruiedt—A. I could not 
testify to that; I know nothing about it.' 

Q. (By Mr. RATCiit’Oito. ) I was going to follow iny previous ((ueation with a 
second one, but others were interjected. This organization (anil 1 would like to 
have you mention the name of it) is it an organization under the law of the State 
of PennsylvaniaV—A. Which company do you refer to? 

tj. Thecompany to which you refer as “ Mr. Phillips’s friends," tho oil producers, 
the Pure Oil Com]iany.—A. Tho l-'ure Oil Comitany is an organization under the 
laws of the State of Now Jersey. 

A UEiN'ERAI. FUDKKAL INCORPORATION I.AW IS DF.SIltABLE—ITS ADVANTAOES. 

Q. (By Mr. (.Ii.aukk.) Are you .acnuainted with tho antistock-watei'ing laws of 
Massachiiscttsy- A. 1 am not. 

Q. You favor Mr. Arclibold’s suggestion about conducting such l.argc interests 
as yon are now carrying on uniter a national coriioration?—A. Most certainly, and 
I would like to e.xiilain. 1 think the English law.as referred to yesterday, is most 
desirable in its ojieration, and is most encouraging to capital and protecting to 
labor and to everybody interested. 

Q. Would you be willing, in case there should bo a general corporation law of 
tho United .States which seemed to be fair and equitable, to organize under that 
law and transfer or abandon your organizations under the State laws?—A, Most 
assuredly, 

y. You would favor publication of records and a supervision of stock issued by 
Federal authority?—A, Certainly. 

y. (By Sir. A, L. Harris.) I should like to ,ask Sir. Rogers whether he ha.s 
investigated that question from tho legal standpoint, to know whether it can be 
done under the iiresont Federal Constitution?—A. 1 should .ludge, fromall I have 
heard, that it can not. 

(liy Mr. Kennedy.) A^on would be in favor, then, of amending tho Consti¬ 
tution so that it can Ixi done?—A. I lielievo, if wo are going tube the greatest com¬ 
mercial nation in the world, that the Constitution ought to be amended so that 
Federal charters can bo granted on some such plan as the English, 

y. (By Sir, FARi,ii:ri AR, ) lias not the United States .Tlready granted a charter in 
the matter of the Nicaragua Canal?—A. I understand siiecial charters have been 
granted by the Federal Government under the old constitution; but to make such 
a change as is contemplated here it should be applied to no particular coriioration, 
but should bo general and should cover everythin.g. 

Q. A'ou would rather have a general provision t hat they could incorporate under, 
without special authority of tiongross?—A. I would practically use the same 
machinery in the Federal Government that is now used by (lie several States, 

y, -As a business man, would you state the advantages that you see iu these 
Federal corporations a.s to commerce and the public generally?- A. Tho advantage 
would be, in my judgment, the power to do Inisiness in the sever.al States under 
the Federal law, subject only to such laws of the States as portain to taxes and tho 
police regulations ttnit govern in our States. 

y. Ami that supreme regulation and supervision should be vested in the Federal 
.authority?—A. Yes; so far as legislation is concerned it could rest with the 
Federal Government very largely, 

y. Also, I suppose, that would lessen litigation in respect to corporations?—A. I 
think so, decidedly. 

y. Is not that one of the features the Standard people would naturally propose 
as an amendment to tho (.Jonstitution?—A. We are rather case-hardened. We .are 
getting along in years, but wo tliink tho new and younger industries would be 
bimotitod very materially. 

OVERrARITAEIZATION RUGIII.ATES ITSELF—GOOD WILL MUST Ill! ALLOWED FOR. 

y. Now, as to this question of overcapitalization?—A. That .alwavs regulates 
itself. 


' Compuro the testimony of Mr. Leo. p.ltiO; Mr. Phillitis, pp.()89,690. 
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tj. Di> yon take it now that the organization of these companies in New Jersey, 
with the enormous < ai)itaU/,ation that some of them have and of which a large 
part, in a good many instances, is watered stock, is detrimental to business gen¬ 
erally and ultimately amounts to swindling?—A. Of course, there may be a large 
amount of watered stock of that kind, and undoubtedly many of them could be 
reproduced for leas money than is put into them; but we must not forget that in 
the organization of groat businesses a great deal of time, labor, and money has 
been ,spent that can not bo accounted for. Take a newspaper in New York City; 
it has a large circulation; its plant could iirobably be reproduced tor a hundred 
thousand dollars; it would sell readily for §1,000,001). Now, a certain amount of 
allowance for good will must necessarily go with any business. It is practically 
the same as the case of a lawyer. A man with years of experience and standing 
in the law very naturally receives larger foes than the younger man who has ,iust 
taken his diploma. 

Q. I.s there only one thing covered by overcapitalization—that is, good will?— A. 
That is generally the thing. There may lie another; tliat is patents. 

Q. Would good will enter into the issue of bonds?—A. I should not say it would 
enter into the issue of bonds, because the party would probably e.xamine the papera 
to see that there was absolutely enough property on which to rest his security. 

Q. If a man is making a mortgage trust on it, do you suppose the good will 
would enter into tliat?—A. Not at all. 

Q. So the foundation of your public security ought to rest, for the benefit of the 
public and the safety of the publi(;, on intrinsic value instead of fictitious good 
will?—-A. Certainly, on the underlying security. 

SPECULATION CAN NOT HE REOULATED—WE SHOULD HAVE FEDERAL CHARTERS. 

Q. Do you not think that in the enlargement of these groat combinations in this 
country, the whisky trust and others, the great harm has come from issuing stock, 
as in England, and hoodwinking the ]iublic? —A. No doubt a good deal of that has 
been done, and many of these industnes have gone to the wall for lack of manage¬ 
ment. You c;in not regulate speculation as long as it is born in us to gamble, and 
there happens to lie a Wall street and a Lombard street. Tliere is no law tliat 
comiiels a man to go into Wall street to speculate, and experience has shown that 
it i.s a dangiTous place. I think wo should say to the public, ‘‘Here is this prop¬ 
erty. A"ou can investigate it if yon want to, and if you are satisfied with the 
security you can put your money into it, and it you are not satisfied with the 
.security don't put the money in.'’ 

Q. Do you think it is right tor any State like New Jersey to incorjiorato Ihese 
coiniianies?—A. We can not very well discriminate. 

Q. Do you think it is comity between the States that there should lie such an 
open law as in Now Jersey, and such a close law as in New York?—A. I think 
it would bo decidedly better if all could agree upon something sensible and reason¬ 
able in th.at respect. Of course tho laws of New Jer.sey have recently been tol- 
loweil by Delaware in liberality, and all tho bad will n.atur;illy go to New Jersey 
and Delaware for incorporation. I think a Federal charter would do away with 
that evil. 

Q. Remedy all tliese evils?—A. 1 do. 

IS THE “(tool) will” of a newspaper comparable AVITH that of an ORDI¬ 
NARY BUSINESS? 

Q. (By Mr. Jenks.) With regard to your illustration of a newspaper a.s an 
example of the value of goodwill in an enlerpri.se. is it a fair parallel for ordinary 
business corporations? is it not true that newspaper sncce.sa depends upon tlie 
individual capacity of one man rather more than does the ordinary corporation? - 
A. I know very little of the newspaper business, but I know tliis: in a business 
way it is largely .snccessful through the amount of enterprise put into it by tlio 
head of the' newspaper, the standard of excellence, and cajiable iieople. Tho good 
will of the paper is establislied by reason of its money earning capacity, and that 
might be true of a corporation. 

(^. To tho same extent?—A. That would depend on cironmstances, amount of 
capitalization and amount of business. You can give the illastration of a valuable 
patent. 

y. That is exceptional also.—A. Yet at the same time it is monopolistic. 

y. That is it. Tho point of the ([uestion is this: In tho case of a patent we have 
a monojiolistic element capitalized; in the case of a newspaper we have the indi¬ 
vidual talent of the manager, influential to a greater extent than in ordinary cor- 
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porationa. That, iniKht bo capitalized.—A. Still men come and go, but newspapers 
continue and their value increases. 

t^. Sometiine.s it decreases very rapidly when the head man goes?—A. I refer to 
the New York papers. 

OVERCAI'ITAPrZATlON SETTLES ITSEI.F BY DEPRECIATION OF STOCK. 

Q. (By Mr. Kennedy. ) You said that overcapitalization in combinations settles 
itself finally. Will you state how in your opinion that is done?—A. If the corpo¬ 
ration is overcapitalized and unable to pay dividends on its capitalization, its stock 
will depreciate in value. Investors first look for the security and then at the 
amount they get for their money. They will take a little gainbie on the overcapi¬ 
talized comi)any if it will pay them. They will invest in stock that sells at 75 and 
pays (i to H. They will take chances rather than put it away in their pockets. 

Q. (By Mr. Smvtii.) You stated that you thought the (luestion of good will 
ought not to enter into the valuation on which bonds should bo issued; but do you 
not think that in the capitalization of a large industry or combination the question 
of good will enters into the value of tho stock?—A. 1 do. 

TIIKATTITI DH (JF NEWSPAPERS TOWARD THE STANDARD AND ITS OPPONENTS. 

It was stated by Mr. Boyle in his tostimoiiy that, of his knowledge, in Pitts¬ 
burg numerous articles at tacking the Standard Oil Company were ])ublisnod from 
time to time gratuitously as eommunications,hut that the replies of the Standard 
Oil Oonqiany, when made,always had to be paid for. even if published in tlio local 
or news column. Can you give us any information aiiont tliat?—A. I do not think 
wo liave undertaken to answer these anonymons communications very much. I 
know of one case where I, at one timt, undertook to get in a little communication 
in reply and I received a liill of si'?. I paid it. 

0. Tile Standard receives DO favors froDi the papers in general in tho w.ay of 
defending them or publialiing tliidr communications?— A. I tliink the papers pnh- 
lisli a good many things jirojudicial to the Standard OiU'ompany, perhaps through 
ignorance aliout it, Wo arc so busy we do not have time to tliink much about it, 
but I f hinlc the newspapers mean to bo generally pretty fair. Undoubtedly they 
would o]icii fheir columms I'reely if we cared to talk', but talk is so cheap wo prefer 
to keeii sawing wood. Wo have not liad onr .side of tho case fairly presented, 
perhaps.' 

Till,; STANDARD Wll.l, Dll WHATEVER IS FAIR FOR THE HOLDERS OF FRACTIONAL 

SHARES. 


Ilf, (By Mr. .Tenks.) Yon s,aid some time ago that the holders of the fractional 
sh.ares in tho constituent companies that formerly comiiosed the Standard Oil Trust 
did not receive dividends. Will you e.xplain that a little more clearly? Does that 
me.an, as has been intimated here on the stand. ’ that tlielioldersof tliese fractional 
shares lost every oiiportuuity of receiving any returns from these shares?—A. I 
think that is a legal question that I can not go into. 1 think the fractional shares 
we have issued have had a.s a denominator aliout '.175.0011, and the numerator 
would range—I could not say where, lint it wa.s very small, so that the partici¬ 
pating interest was so trifling that it would bo impossible to pay a dividend. 

1^. In this reorganization that has lately iieen made by the New .Ter.sey corpora¬ 
tion is there to be an opportunity for the holders of those fractional shares to get 
their stocii hack in such a form that they can receive dividends?—A. Wliatever is 
fair we will do. We will tre.at everybody fairly, and if there is anybody here that 
has any tiling of tliat kind I would like to confirm it now, and perliaps Mr. Archbold 
will indorse it. 

THE CHARTER OF THE NATIONAL TRANSIT COMPANY. 

1,^. (By Mr. Phillips.) What is the capital stock of tho National Transit Com¬ 
pany?-A. 1 think 000.000. 

y. What kind of charter has it? By whom was it granted? Was it a special 
charter'?—A. 1 think it was a charter granted by tlie State of Pennsylvania a good 
many years ago and termed a special cliarter. It was granted to a company of 
another name, but by duo process in tlie Pennsylvania legislature we received this 


' Cninpare Mr. Moniiett. pp.:tl?,:i?l; Mr. Lockwood, p.ltuit: Mr. Roylo, pp.RH.ISI. 
Soo p. Coinparo p. tal. 
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.-ipeeial charter. Of course, after the constitutional convention in the State of 
Pennsylvania, held 20 years ago, no sjiecial charters were granted; so we liave 
an advantage in that charter. Practically it is the same charter that the Pennsyl¬ 
vania Company has that is owned by the Pennsylvania Railroad, under which, in 
turn, the Pennsylvania Oomiiany owns the stocks of the lines west of Pittsburg.' 
Q. The charter is very liberal in its terms, is it notV—A. Yes: I think it is. 
y. What did the National Transit Company pay for that charter?—A. As I was 
not .an officer or connected with it. I could not tdl you. 

y. Do you not know there was a very considerable sum of money paid for that 
charter?—A. I should suppose every good thing had to be paid for: I should .say a. 
man who owned a charter of that kind would sell it at the best price he could get. 

THE WITNESS DOES .NOT KNOW THE COST <>E OATHERtKH OH,. 

y. There was a (]uestion asked you about the expense of gathering oil, and you 
illustrated by pipe lines going out a long distance to take care of oil. Yon have no 
special knowledge in regard to what the cost would be in the gathering of this 
oil. Have you any idea of the profit in gathering this oil at 20 cents a barrel? -A. 
I could not answer that; but I could probably say and be confirmed by you that 
we are not in business for our health, but are out for the dollars; what that profit 
is I could not say. 

y. The charge is the same as it was when the tran.sit comp.any was first organ¬ 
ized, notwithstanding the cheapening of everything and the now means of doing 
business? In your opinion it has cost C or s cente to do this?—A. 1 do not know. 

y. What is your charge for carrying oil to the seaboard?—A. Fori y-five cents 
to New York. 

y. W as it not testified fo by one of the members of your company, or an employee 
of the company, that the cost did not exceed 7 cents, or about 7 cents?—A. 1 never 
he;ird of such testimony. 

y. Well, have you an idea about what the cost is?—A. I do not think anybody 
knows. 1 do not know." 

y. It is not a dihicult matter to determine after a pipe lino is established. I 
supposed that almost any member of the comiiauy would know, approximately, 
what the cost was. and I think it was a fair ijuestion. A. Oh, no; of course it is 
not difficult—but you must let me say that f here are a groat many things I do not 
know.' 

I'll'KS AltE TAKEN re AND REI.AID. 

y. (By Mr. Smyth). The cost of laying pipe lines to-day would bo immensely 
greater than it would have been one or two years ago, would it not?—A. I think 
the advance is as much as I Oil per i ent in some materiiil. 
y. In the cost of pipe material?- A. Yes. 

y. Now, if a pijie lino is abandoned on account of the giving out of the oil, of 
course, a pipe line in that locality is of no earthly use or value?—A. There is a cer¬ 
tain amount of salvage; it can be taken up and used elsewhertc It the oil business 
were to die out, then the value or amount of the .salvage would be very trilling; 
but so far as material is concerned it can be used :i second time. It has a certain 
value. 

y. Do you ever take up pipe linos and transplant them?—A. We change from 
one field to another. We utilize our old m<aterial when we can. 

y. That, of course, is a great expense?—A. There is a great expense involved 
in doing it—labor chiefly, 

THE CHAHHE FOR I’lI’INH DOES NOT AKKECT THE ERODl'OER—TWENTY CENTS IS 
VERY REASONAIiLE. 

y. You ilo not think, then, that 20 cents a barrel, being the uniform price, is 
excessivey -A. I consider it very reasonable. 

y. Has tliere been any demand on the jiart of the producers to reduce tlial. 
charge?—A. I think there have been demands of tlie producers; I think it has been 
pretty clearly established now that it does not matter to the producers what the 
pipe line charges are; it is the man tliat tmys oil from the producers. 

y. The oil is generally bought from the producer at his well, practically?—A. 
Practically at his well. The receipts are given there for it by the pipe lino, and 
the receipt is a merchantable receipt. 

' Seo the tostiniony ot Mr. Emery, pp. UI7-OH, nllMiTZ. 

For the National Transit Company's eontraet to furnish the through transt>ortation,('xcln- 
8ivo of gathering, for ti cents, see np, tifwl.tHiti. For the same company's contract, possibly imply¬ 
ing that the cost of gathering is about .I cent-s, see p. 7:U, footnote. 

■ ^Compare the testimony of Mr. Lee, p 2)i4; Mr. Phillips, p. 504: Mr. Emery, pp. etW,067. 
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In your opinion, the standard or average price per barrel for transporting 
this oil through pipe lines, regardless of cost, is best for all producers of oilV- A. 
Wo think so, because of the varying character of the business, Mio new fields that 
are constantly getting on, the decline of the oil, and the wearing out of the i)ipes, 
or rather their lack of usefulness. 

Q. (By Mr. FAiiQuiiAii.) How does 20 cents a barrel in pipe lines compare in 
cheapness with any other class of transportation- railroad, wagon, or otherwise? - 
A. Oh, it is 80 infinitely cheaper that it can not be com]tared. 

(By Mr. Smyth. ) What is the greatest distance you carry oil at 20 cents a 
barrel? A. I do not think I can answ(‘r that s])ecifically. 

0. Well, approximately?—A. Approximately, 1 think we carry 25 miles or 50 
miles. 

Clo.Ml'F.TINd I.INKS dOVEU OM.Y lAKlAl. J-’l KI.DS—<MKCU.MS’rAN('KS <>1' TIfK lU'SIXKSS 

Q. That is cheaper than the railroad comjianios deliver?- A. Why, certainly. 
May 1 explain a little and say our affiliated interests, so to speak, of the ])ipe lines 
gather the oil in Ohio, Indiana, West Virginia, IViinsylvania, ainl New York? All 
(a)mpetinglines gather in some small local field, as for instance, tlio Producers and 
Retinory’lines. It has ocemrred to irio—I have heard that tlieir cliarge was 15 
cents a l)arrel for refiners. Imt they only gather within short disbiin'os. I do not 
know what they are. I will say that wo are willing to run a line 15 or 20 miles, 
ami do it for the patrons of oiir line at times. Ido not know wlietlier they do 
that or not; I do not think they do, because I think they are m a confined district. 

I snpi)ose you investigate a well very thoroughly bel(>ro running out 15, 20, 
or 25 miles? A. Naturally we look into tlio business. 

Q. But at the same time there is a certain amount of risk as t'» the perpetuity of 
the well? A. Yes. 

All that risk yon assume?—A. We do. 

Q. (By Mr. PAlu^iiUfAK.) Js the only salvage the inpe, when yon abandon a 
well?--A. That is all. 

Q. (By Mr. Smyth. ) You have to hiiy the right of way generally?— A. Some¬ 
times—we alway.s expect to ])ay for it. It is worth having and worth paying for. 

Testimony closed. 


WASHIN'(iTON, D. C.. Siplt'inhn- /Sim. 

TESTIMONY OF MR. THOMAS W. PHILLIPS. 

At a meeting of (he commission.Saturday. September It, Mr. A. L. Harris 
]»r(“si(ling, Mr. TliomasW. Idiillips appeared before the commission at 11.15a. in., 
and. after b»‘ing duly sworn, testified concerning trusls. 

Mr. A. L. fI,\KHis. 1 have been called to the cliair at the instance of the vice- 
idiairman, in order that he may give some testimony as a witness to the eommis- 
Bion. Mr. Pliiilips desire.s to niak<‘ a atak^meut in his owui way. 

I'EHSONAL STATJ':MENT—THE I'XJUK OIJ. COMPANY; ITS VOTINO TKUST. 

The Wrr.N'Ess. I desire to refer to the statement which two witnesse-s have made 
hofore the commission that 1 am connected with a trust. Tliey assume that 1 am 
here, as a member of this commis.sion, opposing trusts, tlius giving the ijupressioii 
that 1 have prejndg('d the case. Tliis is what they imply in alleging that I am con¬ 
nected with a trust. 

1 am free to state that I am connected with a corporate organization tlie object 
of which is to combine several intere.sts in the same <-oinpany, namely, the Pure 
Oil Ooinpany. organiz(‘d under the laws of New Jersey. A fraction over one-half 
of the stc/ck of this company is in a voting trust. The sole duty of the trustees is 
to act with the other .stockholders in electing directors. The trustees have no 
right to manage the business affairs of the company. The sto(.'kholders have con¬ 
sented in writing to this voting trust. The reasons for ci-eating it are as follows: 

PIIODCCEKS’ OIL COMPANY, LIMITED; ATTEMPT OF THE STANDAllD OIL COMP.VNY 
TO CONTROL IT.' 

A very largo number of the independent producers in the oil country organized 
a number of years ago what is known as the Produi^ors’ Protective Association.^ 

' Comiiaro Mr. Loo, i). 270; Mr. WostKato, pp.-170,382; Mr. Archbohlpp-r)77,.578: Mr. Emery, 
p.i2)7. 

'^!8oo Mr. Boylo, pp. 428,429,441-440,440. 
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I was the first prosiilent of that organization. As a means of protection the Pro¬ 
ducers’ Oil Company, liimitisl, was formed in .Tune, ISfll, with a capital of $600,000. 
Shortly after the formation of this i-oinpany the Standard Oil Trust, through one 
of its afiiliated companies, the National Transit Company, commenced to buy 
■stock in this company and continued to do so until it had accumulated a small 
per cent over half the stock. It paid in some instances as high as 220, or 120 (ler 
(•(‘lit above par, and this at a time when the company had not yet earned any 
money, but had, in fact, lost money. The members of the Standard Oil Company 
say that they afterwards sold this stock; but before the time when they claim to 
have parted with it they turned it over to Mr. Carter, to whom they allege they 
afterwards sold it. and he attempted to vote it at an important meeting of the 
company as his own and secure control. This was in March, isfi 1. He returned 
it to the National Transit Company after bis fraudulent attempt' to use it as his 
own to accomplish a ]mrpose which the Ktandard ()il Trust evidently desired. !Sul> 
seipiently. on the 16th day of .Tanuary, I8il6, the same individual alleged that ho 
jiurchased the stock from the National Transit Company. It was proven in evi¬ 
dence that this person was introduced to a trust company in New York, from 
which he borrowed the $600,0110 with which the purchase was alleged to have 
been made. When it was attempted to show that this money came from the 
Standard (Til Trust, the witness, Mr. Archbold, and other agents of the Standard 
Oil Trust declined to answer all important (piestions touching the ownership of 
that money. The Producers’ Oil Company, Limited, declined to permit Mr. (tir- 
tertovote the additionally aciiuired stock, amounting to $297,000, without first 
being elected to membership by a ma.iority in uumbor and value of the interests 
remaining in the company. 

This was in accordance with the .statute of Pennsylvania of is; I and the sup¬ 
plement of bSS5, creating and regulating limited partnerships. A by-law of the 
company also provided that sucli election should take place beforo admission to 
membership. 

iVs to his effort to vote this stock’ without lieing elected, the decision was against 
him in the court of common pleas of Warren County, Pa., after a two weeks’ trial, 
and an appeal was taken by M-. Carter, thoalleged owner, to the supreme court of 
Pennsylvania. That court decided that both according to the letter and the Bi)irit 
of the statute be was not entitled to vote that stock as a iiKunbev of the company 
without having been elected as indicated above. That decision 1 have lu'ro and 
submit it to the commission as sustaining the position which the comiiany took. 

THE STANDAKI) OIL COMPA.NV (JETS A MEJIHKR ON THE li(TABI> oE mUECTOUS OE 
THE UNlTF.n STATES |•|I•E I.INE CO.MI'ANY.' 

The standard Oil Trust, throu.gh the same aililiated company, the National 
Transit Company, accpiired large amounts of stock in tin; United States Pip(( Lino 
Company, another company organized by the independent oil producers and 
refiners. This company was formed to transport refined and crude oil to the sea¬ 
board. The aim of it was to cheapen transportation and to avoid discriminating 
rates. The United Stab.'S Hpe Line Company e.vcluded the Standard from its 
meetings on the ground that the Standard ac(iuiredits stock to compass its destruc¬ 
tion and to get information that would lead to the destruction of the independrmt 
movement. 

Mr. Archbold stated yesterday that one of the objects of the Standard in buying 
that slock was to secure information. ’ Tho National Transit Company brought a 
bill in e(juity to secure admission to the meetings of the company and permission 
to vote that stock. Tho decision in tho lower court was in their favor. (in appeal 
to the supreme court, the case was prepared on both si(l(js with elaborate briefs 
for argument, and counsel on both sides were present in tho supreme court to 
argue the case. When it was called, instead of proceeding to argument upon ils 
merits, counsel tor the National Transit Company moved to ((uash tho appeal on 
the technical ground that the affidavit to show that the appeal was not “ taken 
lor the purpose of delay ” was not made by the chief officer or secretary of the 
company; and the supremo court, because the statute re(iuired such an affidavit, 
(juashed the api)eal, and tho case was not heard (m its merits. It was then too late, 
under the statute, to take another appeal and have the case heard on its merits. 

The entire stock acfiuired by the Nati(mal Transit Company in the United States 
Pipe Line Company was .$686,000 out of a total of .$1,190,000. To defend these two 


’ Comiiare Mr. Lee, p. 270; Mr. We8tgato,pi).370,;iK'; Mr. Archlxild, pj). 577,578; Mr. Emory, p.tyjO. 
See p. 577. 
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companies from the hostile invasion of the Standard Oil Trust cost about $15,000 
in actual money, besides vast lalx>r and trouble. 

THE JTHK oil. COMPANY NOT A TKUST. 

Because of the attempt of the Stfimlard Oil Trust to force themselves into these 
independent organizations, without invitation and against the will of all the inde¬ 
pendent members, it was thought wisi! in the organization of the Pure Oil Com¬ 
pany to have at least half of its stock put into a voting trust in the names of men 
of known and tried loyalty to the independent interests. This was done solely for 
the purpose of securing that company against the hostih* inroads of this giant 
monoiioly and to prevent its destruction. 

The Pure Oil ('ompany is not a trust in the commonly acc<‘])tod sense of tliat 
term. A trust, as I understand it,is a corporation or combination ol corporations 
with vast capital, organized for the imrpose of securing a monopoly in any branch 
of trade. The Pure Oil (’ompatiy is not organizol for the purpose of securing a 
monopoly. l)ut to prevent a monopoly and jiroserve com|))jtition in the petroleum 
industry, its promoters believing that by fair competition Ihghest and best 
interc.sts of ])roducer and consumer can be secured ainl the public interest beat 
conserved. 

It was therefore incorrect for the wiiiiess yesterday ' to state tliat the Pure Oil 
Company is a trust, or that any of tlie independent producers or rethiers are mem- 
liers of a trust, in the obnoxious sense in which that word is understood, meaning 
monopoly. 

The Standard s dividends will show, pevliaps, without regard to the surplus they 
have accumulated, tliat tliey have at times inude more ]irotit on every barrel of 
oil they handled than Ihey paid t<> the producer for it, 1 have known a producer 
to pay $(00,000 or more for a limit'd number of hvises, on which wells were 
obtained which would How from ‘.hoOO to 0,000 barrels per day; and yet the profit 
that the Standartl Cil Trust reaped on each barrel of oil from these wells was evi¬ 
dently more than they paid for the oil. 

As to amount, or as to tlio princi[)les involved, the tax on tea and other urticle.s, 
against which our fathers revolted, was nothing in compurisou to the tribute the 
Standard has levied on tlie oil producer and consumer. 

THE STANDAJM) OJI. (’OMCANV’s AVKKAOE imoFIT. 

During the time the Stainlard Oil Trust lias bi'eii engage<l in th(‘ oil bu.siiiossthey 
havtunade more than $ I ])or barrel on all oil produced. This is capable of easy 
demonstration. The entire i^roduction of what is known as Pennsylvania oil for 
17 years in round numhers is 500,()()(),1)00 barrels. T]i<‘ markel value of the 
Stamlard stock is very close to $500,000,000. I l>eliovo it has l)een stated })eforo 
this commission that it is at least $450.ODD,000. This has been made cliieflyout of 
Ihe profits of the company: audit is practically e(]uivalont to $l a barrel on all oil 
produced since they have been in business. During this period, or from the time 
the Standard came into power, oil has averaged about 00 cents a barrel: their 
profit has been more than a dollar ])er barrel. This does not take into considera¬ 
tion their enormous dividends nor their vast reputed snrjilus.^ 

mtOFITS or THE INHEI'KNDKNT ItEFl.NEUS. 

{By Mr. Smyth.) That has been the ])rofitof the indoiiendent refiners too?— 
A. No. sir; not by a great (leni¬ 
ty. Vou could not give an estimate of the profits ma<lo by the inde])endent refin¬ 
ers?—A. Upon this I am not well informed. I will say this: For a number of years 
they lost a very considerahlo amount of money. They sold what is known i\s cut 
cargoes. At the close I will give all the information I can, ant! will submit a state¬ 
ment of all the companies with which I am coniiecHed. T have reason to believe 
the companies will not object. 

Q. Will that statement be made to-day?—A. I should not have time to do that 
to-day, but will bo willing at any time to submit a complete and full statement." 


' Soo i>. tj07. Seo also pp, .')96-59S; Mr. Hoylo, pp. 44:1, 40:1, 488; Mr. Emory. P- 
Soe lublo of aniKial production atul avorajjo prices of Ponusylvania oil. jip. .5:19, .>47: produo 
tion of Lima oil from 18t)0, p. fiiSl. ('omiiaro Mr. Tioo, ]►. :^»9. 

^potttilod balance shoots of the Pure Oil Oonipaiiy, the United States Pine 15iu'(’oinpany, 
and tho l-^odnccrs and Roflnors’ Oil Company. Liniitbd, were al'lorwards llloa with tho enmmis- 
alou; together with a full unalysia of profits and losses. 
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THE STANDARD i)lI, O;)MPANY-THE VAt.UE OF ITS STODK RHPBESKNTS PBOEITS. 

O. (By Mr. Kennedy.) I should like to iisk why, if you are able to state the 
Di-ofits of the Standard < )il Company, you are not able to state the profits of yoiir 
own company?—.A. That is very easy to answer, I think. I liave given the tacts 
of their stock; it is a very large I'oncern, and we know the market value ot their 
slock; we could not estimate the market value ol' our stock. For iny own part I 
would not take a hundred percent. 

(.}. (By Mr. Smyth.) How <1<> you know they liave made a profit ot a doliar a 
barrel'’'—A. Their capital stock has been soiling at about $:) 0 (),i)() 0 ,(l 00 , and there 
has been about 500.000,000 barrels of oil produced since they organized and tlio 
average price of that oil has been about 90 cents. This is 
alM)ut theenormousdividends tliey havepaid—I believolpt year itwass3o.000.(K)0 
nor anything about their surplus. There is no kind of (piestion ot my deduction 

^*^0. That is only an estimate or a guess?—A. It can not considered so in view 
of the fact that thev built their lines and establishments out ol their pronts. 

O. How do you know that?—A. We have every reason t(» boiieve it. because ot 
the capital sto(‘k with which the company was originally organized and the <livi- 
dends that they have made. They built it in that way. 

VAIjL'K Ol‘‘ STOCK IN I'ilE sr.\MJ.\.Rl> .VXO IN' THK PI ItE oil, COMI*VN\. 

Q. (By Reproseiitativo Livinoston. i Ilavi; yon any exact way of getliug at the 
market value of your stock or theStandard Oil Company s stock? .Vreliothof them 
listed on the market?-A. No; they are not. The Standard has always kept Us 
stock from being listed on the market, though the paiiers give (inotanon.s ot it 
from time to time. Ours is not listed on tlie stock market; there have only lieen 
individual sales; lean give tlie costs of our compaiiy, though, ami the pruhts; 

then you can better judge what the value is. . 

O. 'What would you take for your stock?-A. Now, siiico wo have won against 
the greatest opposition tliat ever e.xisted in the commercial world by cutting onr 
way through to (xonnany and getting a market there, 1 consider this stock veiy 


valnahle, even though we sell at lower rates. ,, , , „ 

Q. What will you take tor your stock? A. I would not, nndei the (iicum- 
stanees, take 100 per cent iirolit. ^ , . . i ... 

O. At how much can vou buy Standard ()il?-A. I lliinlc it was sl ate, yestmda> 
that the last market ,niotation is at the rate of about ^lo.i,000,000. It has sold 
within a fraction ot $.500,000,000 within a year, 

PRDDT'CF.RS CAN NOT AFFORD TO SELL I HEIR INDEPlONDENT OCTLI'.ls. ^O!-. 

ST.A.NDARD MAKES PRODUCERS AND CONSL’MKRS PAY FOR WH.VT IT IlUVS. 

O (By Mr. Ken.nedv.) You say you would not take lOO per cent profit?—I 
would not sell now. I rvill make a statement hero in that regard, since the matter 
is brought up. In our best judgment, i. e., that ol the most intelligent pio- 
dneers. when the Standard buys a pipe-line system and refineries they are charge, 
lip to the producers. At the time of one of their largest purchases the iirice ot oil 
was put down 7 cents per barrel the day the piirchaso was made,, or the next day 
after. They wore then shipping about (iO.DUn barrels per day through the pipe 

lines; aiidthat Ttimesfi would l)o42-.$t,'.>00 per day that they assessed topayforthat. 

And 1 heard Mr. Archbold say that the iiroducers would never know what tt.it 
pipe lino cost them. An,l we do not know to-,lay: but the price was assessed, an, 1 
a short time afterwards oil was droiitied again. Now, along that line I coiil, I .st,ito 
tills, that the Stamlard has bought very largo amounts of propert.v when oi is 
very low, and especially in 1.S!).5, when oil wont up Irom less than a dollar to h-U ). 
They bought a number of million dollar.s’ worth ol iiroduciiig property. It is l.m 
to sav that that property ,lid not cost them anything, because the world, the con - 
sumer, was assessed for it. In my best judgment the Standard in imrchasing 
either pipe lines or producing iiroiierty, since its orgautzati,)ii, ;V';, 

money directly that they have not reooupe,! indirectly. When they '’"y 1> 1';; 

lino they levy the cost on the producers by dropping the price of oil. iluy Im., 
large amounts ot producing pr.iperty when oil is low. and *'.'V 

consumer advances.' They fi.x both the price at which they buy and the puce .it 

'^y°Vo^^consider this stock to ho worth a premium of 100 per cent on the par 

value’-A. Prospectively, You see, 1 wonhl not sell it, because I am a 

of oil, and I am thoroughly convinced, and it is uinlorsto.id by the directors^h^ 

* beo Mr. Lockwood,Mr. ArcliUold, p.-VKJ. 
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if we were to get twice its cost from the Standard we should he assessed to pay it. 
Wo do not know how much money the producers have been deriving through the 
existence of these companies. We would not sell as long as weuro producers; wo 
keep the stock for .self-preservation. 

OlJj MONOPOLY 1>UJC TO LA(?K OF C’ONTIIOL OF RAlLltOADS. 

The WiTNFss (continuinghis statement). Mr. Archhold statisl before this com¬ 
mission' that ho was in favor of the Interstate Commerco Coniniis.sion, If there 
had been such a commission with projier authority over the transportation of oil, 
the Standard <.)il nionopoly would not be in existence to-day. 

I am present as a member of this commission with a full <letormination to hear 
impartially, and to endeavor to the best of my ability to suggest .such remedial 
legislation as will l>e for the gimte.st good of the greatest number; not only iii 
regard to combinations, but also with respect to all industrial (juestioiis. 

NKtumA'flONS OF INDLFKNnENr PUOI)l'CKll.S WITH TUK STANDAHD Oli. COMPANY. 

In regard to the stateimmt that I, in compjiny with others ' connected with the 
indepemlent moveimuit. (•ailed u])on the Standard Oil Trust seeking a combination 
with them. 1 will state that wo (lid call upon them sonm three or four years ago. 
It, was after they, or their atiiliated companies, had bought tlie large atiKuints of 
stock, spoken of above, in our independent companies. They had bought a num¬ 
ber of the iudepeiubnit refineries connected with the independent pipe lines. They 
had made ov(u-y possil)lo olfort to jireveut our marketing oil in (Termany and other 
places. They had bought out Mr. lV)th, wlio was hamlliug tlie oil of the independ¬ 
ent rofin(:‘ries in (-Termany. 'I’lusy had got almost complete control of tlie (Torman 
petroleum in.stallatiou plants or receiving tanks. The remaining reiin<.‘ri<*s, as well 
as tbo.so who had .sold out. liad met with great losses in handling oil in (lermany, 
selling wliat they call “cut cargoes." 

Tlie object in calling upon tliem. as far as I personally was conciu’iied (and I 
believe it fo have been (lu^ object of the other persons vviio wce-e witli me at the 
lime, and who were men of the highest character), wa.s to obtain from tin* Stand¬ 
ard ()il Trust ces.sation of liostilitios, both in regard to pi|)ing the oil aii'l in regard 
to sidling it. It was to .secure the right to cleliver in New Vurk. widiout their 
o])position, tlio capacity of the then e.xisting linos, which would not exceed seven 
or ciglit tliousand barrels of oil per day. 

We Ixelieved then and still believe that the opposition to laying our pipe lines 
across tlie State of Now Jersey to reach the harbor of New York was instigated 
by the Standard. ' I am informed that Mr. William Uockoreller. a trustee in the 
Slandartl Oil Trust, is a director in the principal opposing roail, the Delaware, 
Lackawauna and Western liailroad. 

1'1'e members of the Standard Oil Trust with whom we eonvetrsed—and Mr. Arch- 
bold was one of tliem -refused absolutely to grant us any concessions, or to allow 
us. on any fair basis, to ship and marki^t oil witlumt such aggrti.ssivo opposition as 
Mr. Arcliljold admits they employ to defeat corapetitimi. Hut in lieiU hereof (hey 
proposed to buy our pipe-line system, a proposition which we did not entertain.' 
It was then proposed hy one of the members of the Standard < )il Trust to buy our 
[iroducing property. This was also rejected, as we did not desire to go out of the 
jiroducing industry. No [iropositiou was made to those gentlemen l)y mo or by 
any gimtieman with mo, to the best of my knowledge and belief, on that ocea.sion 
or any other, tliat any fair and honorable business man could not make to another. 

1 had not tlion and have not now any conscientious .scruples about anything 
that wius said to them, and should be perfectly willing, were it pos-siblo, to have all 
tint c.ouversation that occurred repeated now before this commission. 

TIIF STAN))AUJ) OIL ('OMPANY DESIRES TJiE ('OOJ^KRATION (>F THE INDEPENDENT 

PRODUCERS. 

In regard to the statement* that they had not (Entertained a propo.sition for com- 
hiiiatioii because of lack of faith, both in the legality of the proposition and in the 
men connected with the independent movements, \ have this to say; That there 
has never been a time when 1 should have been willing personally to go into a com- 


' .Se(> p. r^i7. 

pi)..'y(i.5:n. 

"Compiiro testimony of Mr. An^hboUl, p.529; Mr. L4?e, ]>p. ;i()4. ;i07: Mr. Emory, i)p.(V)(MJ55,tJ02. 
♦ Soo Mr. Ii»5o, pp. m, 293,293. 
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bination with the Standard Oil Trust. In proof of this I will state that in the ^ar 
181)0 I sold to the Standard Oil Trust quite a large oil field in Butler County, Pa., 
composed of 7,500 acres of land hehl by lease, with 125 producing wells. Thechief 
reason for selling this property to the Standard Oil Trust was that at that time 
they had purchased the Union Oil Company's interests and those of the Anchor 
Oil Company and the McKinney Brothers’ property and also the Forest Oil Com¬ 
pany's property, these being the largest oil properties in the country. 

The Forest Oil Company was negotiating for my property before they sold to 
the Standard. After having sold their interests they stated that the Standard 
would purchase mine if I so desired and the price could be agreed upon. 

Fearing the power of the Standard, fearing that they might reduce the price of 
oil, and considering that they had bought the largest pi-oporties in the oil field, I 
concluded to enter into negotiations with them for the sale of tWs property. The 
negotiations continued for two days at their office,‘hi Broadway, New York. Dur¬ 
ing thi.s i>eriod, at two or three times when we differed in regard to the value of 
the property, they asked me whether I would act in harmony with them. At each 
time I absolutely refused to consent to this proposition, and finally stated that if 
they should insist upon that as a condition 1 would not sell; that I was willing to 
sell the property, but would retain my individuality; that I had nothing to sell 
but my ])roperty. They bought the property for .‘s'.'iO.OOO, which was paid partly 
in cash and partly in stock. 1 subseciuently sold the stock for a less price than I 
took it at in payment for the property, not desiring to be connected with them in 
any way. 

As further evidence that the Standard Oil Trust desired my cooperation; A few 
months after the sale of this property, while .spending a short time at Lake George 
with my family, I met Mr. Dodd, the attorney of the Standard Oil Trust, at the 
Fort McHenry House. In talking to my son and myself in regard to the Standard 
Oil Trust, he said that the Standard always sought connection with successful 
men, and, turning to my son, said they had sought “ \'Our parent.’' This coiiversa- 
tionis fixedmo.stdi.stiiictlynponmymind becau-seot theu.se of the word "p.arcnt." 

As a result of these large purchases which the Standard iuade, the vendor.s 
became active in the producang departments of the Standard Oil Trust. 1 pre¬ 
sume that it was there that they desired tny work or itillucncc. 

There is not now and there never w.as any inducement that the Standard could 
hold out to me sufficiently strong to iitduce me to becotito an active |)artici]);ml in 
their business. 

The statement that they declined any business arrangement with the independent 
producers because of lack of faith in them can not be true atid is a gratuibras 
insult to a largo body of business men of high character. For four years they 
have been trying to force busiiie.ss relations ivith us by buying largo blocks of 
stock in the companies and going into court to force us to receive them as business 
associates, and they have so far su(;ceeded as to have a diroedor in the Uniled 
States Pipe LineCompauy. The statement is, therefore, both false and slanderous. 

COST OP I'lPE-l.INE TRA.N'Sl’ollT.mo.S. 

Q. (By Mr. Kennedy.) liVhat is the cost per barrel of transporting oil through 
the United States pipe line';—A. I am informed that with the line carrying half 
its capacity, about S.OOl) barrels a day, it is about .5 cents per barrel to the termi¬ 
nal in New Jersey, and with full capacity of the line it would cost less than 4 
cents. In the gathering in the field I have had personal e.xperhincc connected with 
lines, and we estimate from h to 5 cents per barrel, and yet the Standard's jirice is 
20 cents per barrel. 

Q. Twenty cents'/—A. Yes; and it is the same now as when they were orjtauizcd.' 

NO RECENT OVEIiTUKES To THE STANDAltD OIL (,'O.Ml'A.NV. 

Q. It was stated under oath yesterday,' I think, that you had called upon Mr. 
Archliold for the purpo.se of combining with the Htandard ()il (lompany since the 
organization of this commission, and you state positively under oath that this is 
false?—A, I positively state it is false. I have had nothing to do with them except 
as I have set forth here. If others have called upon them, it was without my 
knowledge, advice or approval. 

THE PURE OH. COMPANY—ITS VOTING TRUST. 

Q. Yon stated that this voting trust, in this compiny with which you are con¬ 
nected, vote simply for directors and have no voice in the management of the 
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business alfairs of the company. Do not the direi^tors, who are thoir creatures, 
have the control of the affairs of the company?—A. Oh, yes: those who arc ele<-te(i. 
The trustees have a majority of tliostock, and they vote with the other stockholders 
and elect a V)oard of directors. They expect to elect men of character and ability 
to conduct tlio business affairs of the company, just as any other corporation 
would he coinlucted. Jt is expected that everything will be open to inspection. 
It will ho if 1 have my way. I do not think there will he any objection to furnish¬ 
ing to this commission at anytime, or to the State or to the United States, a state¬ 
ment of any of these lines, or a full statomeiit of the Pure Oil Company, which 
will probably absorb the other lines in the manner 1 liave stated. 

Well, is it not true that this voting trust of five niembors, who vote more 
tlian the niajovity of tlu! stock, do manage the affairs of the company through this 
board of directors?- A. Yes. The voting trustees are fifteen. The number was 
made large ill order that they might be very re])resentalive throughout the oil 
counlry. Tliey do elect the directors. That is tho object of it, and I have fully 
stated tho reason why it is done, to prevent being crushed by thi.s great monopoly. 
It was th(! only means of safety, as we ha^•e learne<l by expt'rienco. And I will 
further state that voting trusts are not uncommon either in Europe or America. 
It is nothing now to have a voting trust. 

THE I’EliE OIL C0M1‘ANY’S votino thust not similak to the STANDAUI) oil 

TRUST. 

Q. Will you state how this voting trust feature of your conipanj^ differs from 
the old Staudai’d Oil Trust’s iiiaiiner of doing InisinessV—A. The voting question? 

C^>. Yes. - A. At till'present time? 

Yes.—A. I know nothing about their inethodsof later years,except thatone 
suit was lirouglit against them in Ohio to dissolve' their trust, and they agreed to 
dissolve it. 1 know of persons holding c crtilicatesof the sametrust and receiving 
<livideHdson them up to a WTy recent day: but it was also acknowledged liere 
yesteixlay i liat tlioy W('re still paying dividdidson these trust caTtificates. 

C>. W.'is not; llie old Standar<l Oil Trust, through a voting trust, <'lectijiga board 
of ilirei-lors lo manage the alfairsof the trust’?—A. No: they Avere a close corpora¬ 
tion. as I. iinderstand. 

C. A wliatV- A. Wliat WO would call a close corporation. J mean a trust, a body 
of im n asso( iaied together in the* mosi secn-tform. probably, that ('xistsinany busi¬ 
ness eiilerja iseef magniimh*. They themselves conducted their business, and they 
would niako no slahaaent to tho public. The most I lioard, at the time when they 
bought tliis [iro])orly, from auolhor individual, was this: He .said that he had had 
tlh' priv:Jeg(‘ to look at wliat ho called tht*ir (piick assets, and they were enormous. 
That was in !si)0. I do not know about their business affairs since that. 

C. Von .^talo then tiiat this voting trust b.'aturi^ of yours is not similar to the old 
voting trust baituru of the Standard Oil Company?--A. Not in any way, manner, 
or form. It lui.s been fully explaiiieil. and the object of it lias been fully explained. 

I hav( nolliiiig lo con<“eai about my public transactions in connection with that 
business or anywhere else. 

0. 1 ask liocaiise the Stanilard Oil officers have te.stified in respect to this that 
you began wiiere they left off. '—A. Well, if they said that, they said w'hat is not tlie 
truth. Th<' matter is fully before the commission, and the only object of the 
voting trust is the on(> I liavo stated. 

TIIK UKI’KI'JSKNTATIVIC OF THE STANI'ARP OIL COJIl'ANY oN THE 110ARJ> OF THE 
UNITED STATES ril'K LINE. 

0. (J)y ltepre.sontativ<' LiviNoSToN.) I have an allegation here, by a party who 
signs liis name to it, that tho Standard pun hasod stock in the name of a spy suffi- 
cii'iit; to plaee one dii ector on tho board of each of “ tlio following companies,” and 
Vuiirs IS included, the Producers'. Wliat do you know about that?—A. From what 
do you read? 

I am reading from a letter signed by a man. It docs not make any difference 
wlio ho is now. lias the Standard Oil (’ompany a memlier on your board of 
directors?—A. Yes: they have a member on the board of the United States Pipe 
Lino Uompany. They failed lo secure an election in tho other company, although 
they laid a majority of the stock, as I explained. One of their members, one that 
is openly connected with them, though not in a managing capacity, is on the board. 

Q. On your board?—A. On the board of tlu» United Slates Pipe Line. I have 
stock in it, and I am also a director in it, and I have met with liini. 

Q. There are several companies here mentioned in which they did purchasostock 
enough to [)ut one member on tho board, among them tho Producers and Refiners’ 
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Oil Company and the United States Pipe Line Company. Now, this man charges 
that the Standard Oil Company and your company and these other two companies 
are one and the same thing, by a private understanding, to this extent—that you 
sold .stock enough to the Standard to authorize them to put a memlwr on your 
board and on these other boards. Is that correct? - A. No; it is absolutely false. 

Q. Do you moan it is false in toto—that yon have not any member?—A. No, I 
said we had a member, but we did not consent: the stock was bought without our 
knowledge ami consent, and he was forced there by law. 

y. 1 understand that. They had purchased .stock enough to force a member on 
your board?—A. And forced him on us. They said they would not be associated 
with any of these affiliated companies because of lat'k of faith both in their ability 
ami in their honesty. 

Q. Of what advantage to the Standard Oil is that member' of the board of 
directors in your company? How can they utilize him?—A. They get all the 
information. That is, he is called to all the meetings and tre.'ited like any other 
member of the board. 

Q. Then they find out all your secrets in that way?—A. The witness, Mr. Arch¬ 
bold. yesterday testified that it was one object in purchasing the stock—to get 
information.' We have never had a doubt of their purpose in any of these pur¬ 
chases: that the purclnases were made for the purpose of destroying or crippling 
our industry and breaking down opposition to them. 

y. I will show this letter both to yourself and to the representatives of the 
Standard Oil Company. [Representative Livingston hero produced a letter and 
handed it to the witness. ] 

y. I just request, it I am not present when yon get through with the letter, 
that if any represenfeitive of the Standard Oil ('omp;iny be present ho may have 
the same use of it.—A. It any use is made of it by one side the other shall have 
the same privilege. 

“MONOI'Ol.IKS’'—THE ST,\NDARP OIL COMPANY NOT A MONOPOLY HY LAW. 

Q. (By Mr. Ratciiford.) In the early part of your testimony yon observed that 
yonr company is not a trust, but is a combination. Do we nnderstaml that it is 
chartered under the laws of the State of New Jersey, as is also the Standard i )il 
Company?—A. .fust recently the Standard Oil Company has been cbartered.aa 
has been testified here. 

y. You also define a trust to lie a monopoly.-’ Now, I want to ask whether the 
laws of New Jersey give to the Standard Oil Company any advantage that is not 
given to your company?—A. Not so far as 1 linow. All these large combines that 
have been organized under tbe laws of New .lersey are organized alike, asl under¬ 
stand it; some have preferred and common stock, and others just common, etc. 

y. The combination or trust has no jirivilege before the law, as you understand 
it. That being the case, then the Standard Oil Company is only a monopoly in 
the State of New Jersey providing they are able to monopolize the business. Is 
that right?—A. Yes. 

y. If that bo correct, then it follows that your company will also be a monopoly, 
provided yon are able to monopolize the business?— A. Both companies have a per¬ 
fect right- 

y. (Interruiiting.) They have the same right under the law?—A. Yes. Wc or¬ 
ganized under the sjime law. 

y. What I meant to ask was whether they had any sjiccial privileges under the 
law?—A. I understand all of these great industries organized in tbe State of Now 
Jersey are organized under this same law and have the same privileges. 

THE PURE OIL COMPANY ABSORBS ITS ALLIES—THE STANDARD ABSORBS ITS 
COMPETITORS. 

0. Another statement 1 understand you to make is that the Pure Oil Company 
will eventually absorb theother lines.—A. It will purchase a majority of the stock 
of the independent lines. 

y. This is the company you arc interested in?—A. I am interested in all of them; 
I am interested in all four of the independent companies. 

y. From your standpoint I want to ask if the absorption of am.Tller enterprises 
is not the greatest objection that has been urged against the Standard Oil Com¬ 
pany?—A. Certainly; but these independent companies are practically one already. 
The producers formed one organization, and then another and another. The stock¬ 
holders are the same, or very nearly the same. They are simply getting together 
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because the Standard was likely to absorb them in detail. Bnt if organized in 
this protective form, with a voting trust, it will be impossible for the Standard to 
buy the stock and control these companies. It is self-defense. 

Q. But is it not in every case the purpose of the larger companies to absorb 
the smaller competitors?—A. I do not know the purpose of others, but it was the 
purpose of this Pure Oil Company to unite—if you please, to consolidate—tlie 
companies in one, because practically the stockholders were the same. It was not 
to get control of any other person's business: it was simply to put our own busi¬ 
ness in such a form that we could not be destroyed by this giant monopoly. 

Q. In your experience with the Standard (lil Company has that not been one of 
its objects—to absorb the smaller concerns'?—A. The smaller concerns that have 
been absorbed have been independent and opposition companies. These are not, 
and the cases are not similar. 

THE PUKE OH. COMPANY, UNLIKE THE STANDARD, DOES NOT DESIRE A MONOPOLY— 
THE WITNESS WOULD REFUSE TO DE CONNECTED WITH A MONOPOLY. 

Q. (By Mr. Clarke.) Did your company compete with the Standard Oil Com 
pany in any operations in the fields?—A. Yea. 

(J. You would get business away from them if you could honestly and fairly?— 
A. Certainly; that is. in an honest, fair manner. Competitors will alw'ays do that. 

Q. You would get away all of their business it you could honestly and fairly, I 
suppose'?—A. It would be very difficult to do that. 

Well, suppo.se you could? 

Q. (By Mr. PARyuHAK.) There is the same object before the two trusts, your 
company and the Standard'?—A. 1 would not say so. I would say that we only 
want a fair portion of the competitor's business, not the whole of it. 1 would not 
lie connected with a monopoly. I would not control a great product and tlx the 
price at which I would buy, tr.ausport, and sell. It is too great a responsibility 
for any one man to have, and it is a greater responsibility than tyrants ,as a rule 
assume toward their subjects. The profits are enormous which liave been fixed 
by this trust. 

y. Now, yon wish us to understand that if this company should become large 
and bo an octopus you would sell out and be no longer connected with it'?—A. I 
would not be conm'cted with it. 

y. If your company sliould be largo enough to monopolize the business liy means 
of fair competition, you would no longer have anything to do witli if?—A. 1 would 
not have anything to do with it if it pursued the metliods of the Standard, influ¬ 
encing legislation and preventing others from doing business. If it grew natu¬ 
rally and the profits were fair, I should be willing to accept them, hut I certainly 
should not want the responsibility of monopolizing a great industry and fixing the 
prices. I do not think that such a jxiwer should lie in any liands. I would be in 
favor of throwing it open to (iovernment inspection and of requiring public state¬ 
ments and of putting it under any laws that would he fair and just to the people. 

y. You would not, then, if you could, by jierfeclly fair and legitimate means, 
irrespective of the means of the Standard Oil Company, monopolize the oil busi¬ 
ness in any way?—A. I would not. I say I would not h.avo the responsibility of 
fixing, according to my own judgment, what my iirofits should be from a great 
community. 1 would rather (lie poor than have it. 

y. That would he a matter of your own conscience?—A. Yes. 

tj. How would it be under the law? Do you consider that it is not legal tor any 
company to gain all the advantages that it can fairly and legitimately'?—A. Well, 
now, I have pretty strong views in regard to competitors and competition, ancl 
lioing a member of the commission, I would rather not enter into this subject and 
give my views in regard to it now. 

“TRUSTS'’—different MEANINGS OP THE WORD—THE I’BODUUKRS’ OIL COMPANY 
AND THE STANDARD. 

Q. (By Mr. Farquhar.) The witness states here that the Pure Oil Company, so 
called, is not a trust. Will yon explain to this commission why it is that your 
articles of agreement all through char.acterize it as a trust? There are five arti¬ 
cles in your agreement. It ex^icitly declares in the first article (reading): 

“First. The equitable ownership of the trust shares and all interests therein 
shall be subject to the terms of this trust agreement. Such ownership of the 
shares, or interests therein, may be sold at the will of the holder; hut no sale, 
transfer, or conveyance of such ownership or interests shall give to the purchaser 
any rights other than are provided for in the by-laws, rules, and regulations of the 
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company; and in accordance with this trust the trustees hereunder shall at all 
times be recognized as the legal owners and holders of the trust shares to carry 
into effect the purposes of this trust, and all equitable owners of trust shares or 
interests therein shall specitically agree in writing to the terms of this trust, and 
no transfer of any such shares or interest shall bo inado, or be effective it made, 
unless the transferee of such equitable ownership or interest shall have agreed in 
writing to receive and hold the same subject to the provisions of this trust." 

The objects set forth in the original trust of the Standard are the same objects, 
with just one exception, as are claimed for this Pure Oil Oompany. How can it 
be possible to escape the idea that this Pure Oil Oompany is a trusty What ex¬ 
planation have you to make?—A. It is a voting trust. The company itself is 
organized under the laws of the State of Now .lersey, and .all those trust papers, 
as 1 understand it, were drawn solely for the jmrpose of protceting the stock¬ 
holders in voting this stock and electing directors, 'the stock itself was put into 
a trust, a. voting trust, so that it could not he .sold or alienated or monopolized, 
and if the stock were sold the trustees would have a voice in electing <lire(,',tor.s. 

y. How do vou explain here in the fourth subdivision of this agreement |re.ad- 
ing|; 

•'Fourth. This agreement maybe canceled, and the trust hereby created dis¬ 
solved, only by the winding up of the Pure Oil (Company, or by the consent in 
writing, duly executed, of tlio equitable owners of four-lifths of the shares held 
in trust hereunder, and of four-fifths of .all the other shares of the company, jitter 
providing in full for the redemption or purchase at jil ill ]ier slnire, in cjish. of all 
the preferred and common shares of the company at the time ontstanding.’'' 

Is not thiit trust ]iretty nearly perpetual? Is not that company a ijerpctuity?— 
A. 1 do not so understand it. because it provides for its own method of dissolution. 

Q. How do you provide for dissolution? liecause, under the generjil laws, that 
is under the power of the trustees, jind you have trustees here who hold the eidiro 
property in their hands; they make their own Ixiard of directors; the administra¬ 
tive power of your whole concern i.s in men who are creatures of your trust ees. 
How much worse than that is the whisky trust or the Standard Oil?—A, I have 
defined my meaning of the word " trust," and it has been often i-epejited that the 
intention in that a.greement was only to preserve this stock intact, so that the 
Standard (dl Compjmy could not monopolize it. I Inive explained how they 
attempted to monopolize one of the companies. 

ADV.yNTAGE TO PRODtJOEItS KKOII THE KXISTENOE "F IN'PEPEXDENT KEI'INERS. 

Q. Do the producers who sell oil to independent refiners get lietter prices tlmn 
producers who sell to the Standard? '—A, That varies at different times. In the 
beginning, when the .Standard had so stopped the outlet abroad and had so mono)i- 
olized everything and throwneverythingin the iiathway, the iiroducersgottogether 
and made sacrilices for the benefit of the refiners. They were .selling cargoes at 
great loss, and wc gave them a reduction in the pipe line charges. There were 
other times, when tlie market wjus .good, when thepipe lines have sold to the reliners 
at a profit. Now, in this recent advjince the Producers and Refiners' Pi])e Line 
advanced the oil :l cents more than the Standard. The Standard in a few days 
came up to it: iind then they advanced again to •'iil.:)7 and this lino advanced it to 
$1.4(1. They were very anxious, however, to get the oil to win the fall trade. 

Q. That was simply incidental'?—A. Yes; incidental. They have been compet¬ 
itors in every way. 

Q. Now, at the present time, is not the market on all fours to the producers, 
whether they are sellers to the independents or the Standard? As prices go, does 
it pay the producers to sell to the independent refiners as well as to the Standsa’d'?— 
A. ifes; they have the privilege of selling toother pipe lines. There is sometimes, 
as I said, an advance by the one and not by the other. But this line has never paid 
the producers less than the Stiindard was piiying. It has alw.ays kepi pace with 
theStandard in advancing, ;md very froipiently has advanced 1 or :?or .'1 or .Icents 
more. We are handling the high-grade oil—Pennsylvania oil. That is very desir¬ 
able both at home and abroad. 

Q. Now, I would like to know what the character of i he comiietition is that cauoed 
the United States Pipe Line to put it up 10 cents more. Was it the Standard?— 
A. That forced the United States? 

Q. Or the refiners or other pipe lines?—A. No; wo did not do that. 

Q. I thought you said they raised li cents and then the Standard raised li.—A. 
Yes. 

Q. Was it the presence of the Standard that forced them up?—A. I do not know 
how that would be. 
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Q. Well, it is a business proposition?—A. It is a business proposition that in 
or(fer to benefit their friends the refiners were perfectly willing to make the 
advance; furthermore, it was the time of year when they wanted to get this oil to 
ship abroad and to supply the markets at home. 

Q. What I want to get at is whether the producers expect greater benefit 
through this pipe-lino company or through the Standard in selling their oil.—A. 
We believe that were it not for these companies the price of oil would be much 
less than it is. We believe that as large producers we have reaped great benefit 
from the competition, limited as it is. It is remarkable what a little competition 
may iiccomplish; they do not overlook small things. They have the power of a 
giant, and they use it as a giant. 

y. 1 want to know it the.se producers aro any better off in connection with this 
indepemh'nt organization than they aro with the Standard, as far as prices go; 
then I want to har e the iiuestion answered, after that, whether the refiner i)ays 
the extra profit that is paid into the hands of the producers.'--A. There is no 
doubt, in my judgment, that the i)r(>ducers are better off on account of this inde¬ 
pendent movennnt. There is no doubt that the independent refiners aro better 
off. If it wore not forthe.se pipe lines none of these independent refiners would be 
living to-day. It is for mutual protection that these people h.ave united. We 
believe we have received much better prices for oil; the last year the refiners have 
given much better prices than they would have given if there had not been this 
indeppiident movement. 

(.,). You have stated repeatedly, or, rather, it has been stated repeatedly before 
this commission, that the Standard has made inordimato profits. Now, is ita tact 
that the independents are not making as much money, either as refiners or pro¬ 
ducers. as the Standard peoido are? I am not talking about commercial reasons 
at the .seaboard. I am speaking about the field, because the producer is not con¬ 
cerned with anything outside of the Pennsyb ania field and Ohio field.—A. I think 
that as far as production is concerned they are substantially on a par; but as far 
.as the selling is concerned the .Standard liavc an advantage, liecause they have an 
accumulated capital to handle all the by products with, and so on, as the others 
have not. 

Q. So wo come to this plain business proposition, that tho producer is just as 
well oil dealing with tlie Standard as he is with tliis Pare Oil Company.—A. No, 
indeeil: I wonld say not. 

c^. Why is lie not?—A. Becan.se when there is no opposition they pay much less 
iiriecs. My judgment is. while wo could not prove it, that the price of oil has 
been .so iiiiicii lictter that we liave already paid for tlio plant out of the increased 
prices that tlio Standard lias paid 1'or oil on aocoiiiit of this opposition. 

Q. You said one minute ago that tlio advance made liy the independents was 3 
eents, and was met liy the Standard vvitti another advance.—A. How do we know 
lint tile oil would bo .lO or (10 cents to-day it it were not for this organization? 

y. Tliat is entirely hypothetical. I want to know if they are any better off.— 
A. r said tliat they are better off; the producers are better off, probably by 25 cents 
per barrel, on account of this opposition to the Standard. 

PltOFlTS IN THE oil. BUSINESS. 

Q. These men that are engaged in the independent movement have made money 
out of tile oil l)Usiness?--A. A great many of them aro unite well to do, but a 
majority of tlie producers are comparatively poor. 

Q. Many of them are millionaires?—A. Some of them have made a great deal 
of iiionoy. 

(.1 So those men who aro cooperating witli yon are millionaires and tho Stand¬ 
ard is simply a greater aggregation of millioiinires?—A. I do not know the wealth 
of those gentlemen, but very few aro considered millionaires. 1 am quite sure 
they would have much more wealth if prices had not been depressed by the 
Standard. 

Q. Of course that is a business question, just like railroading. The largest cor¬ 
poration is going to make tho most mnnoy.—A. I have given facts and figures 
here wliich will convince anybody, I tliink, that the Standard have been making 
more profit on each liarrol of oil than they have paid for it. Now, that affects 
lioth tho producer and the consumer. 

tj. What I wanted w;is to find out whetlier these producers are able to get 
tlieir sh.'iro of the pi'oper profits that belong to them?—A. The producers could 
not have received tlieir share of tlie profits wlien it is a fact, as has been shown, 
th.nt ttie Standard makes more on each barrel of oil than they pay the producer 
for it. 
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CAITPALIZATION OF THK INDEPENDENT COMPANIES—VALUE OF THEIR STOCK. 

Q. (By Mr. Smyth.) Will you tell us what is the capital of the Pure Oil Com¬ 
pany—the amount it is capitalized at?—A. Something over $400,000; but there has 
been an application to increase it. It is my recollection that the authorized cap¬ 
ital originally was $1,000,000, $077,000 of which was paid in. 

Q. What was the value of the different companies associated with or controlled 
by tlio Pure < )il Company?—A. None of tliem are controlled by it as yet. It is a 
niarlietiug company; but there is an effort, which we presume will be successful, 
to coinliine a majority of tlio stock of the others, as 1 have explained, into this 
Pure Oil Company, with an increased capital. 

y. Wliat would be the aggregate value of these companies?—A. There is aliout 
$:!,000.000 invested in all these companies to-day. as 1 under,stamidt. 

Q. Tlien you propose to increase the capital of tlio Pure Oil Company?—A. Yes; 
it has been proposed to im-rease it. 

t^. Has it been decided to what amount?—A. It has been thought we would 
probably increase it to .$10,000,000. 

y. Now, in your Judgment, the value of that stock would be about $30,000,000?— 
A. No. not at all. 

y. I understood you to say a short time ago Ih.at you would not take a hundred 
per cent advance for your stock?—A. 1 should not feel like taking a hundred per 
cent for my stock in all these companies, because 1 think I am benetited ui various 
ways by getting a better price for my productions. 

y. (hitorrupting.) Now, you think that this Pure ()il will be a competitor in 
the market for the heneiit of the consumer?—A. For tho beuetit ol the consumer 
and the producer. 

THK l•■01^F.K^,N .MAltKKT—THU ST.VND.VllI) W,\S NOT THE I'lONUF.U. 

Q. Can you tell us what portion of I he jiroducts of these companies with which 
you are connected goes abroad?—A. About -10 per (-ent of the crude wo bandh-, 1 
am inrormed by the president of the company.' 

C^. How long have you been exporting-10 per cent of your crude?—A. Abouttwo 
or three years. 

(.j. Was vour company the first to export oil, or was the Standard Oil Company 
tlio first to'open up the market?—A. Oh. they were not: tliero was a large aiiioiiiit 
of oil sliipiied abroad before tlie Standard e.visted. 

Q. One must have been first.—A. The Pure Oil Company was organized iti ISIO, 
and file Standard Oil Trust, I am informed, was organized in I8.S3. and ol course 
shipped oil abroad iiefore the Pure Oil Company; but millions of barrels of oil 
was exported before tho Standard Trust exi.sted. 

Q. Tlioy did not go into the refining business as the Standard Oil Comiiaiiy for 
a iiiiiiitwr of years after tho discovery of oil?—A. No, 

y. You do not consider the Standard Oil Company the pioneer in Imildiiig up 
the export business?—A. Not at all; no. 

Q. At the same time they bad a large proportion of it to meet?—A. Ob,certaiiily 
tliey did, tmt tlioy were not the pioneers. 

Q. A lid covered the world, as we learned yostorday from Mr. Arebtiold?—A. Yes; 
but Olliers preceded them in almost all countries. 1 do not boliei e, as was stated 
liy Mr. Arclibold yesterday, that they liave better talent than others engaged in 
the same busines.?. - 

.\(1A1N THE l,!UESTION OP MONOPOLY. 

Q. Now, the eharti-r of the Pure Oil Company is taken in tlie State of Now .lor- 
sey, and the charter of the Standard Oil Compiiiiy is now iieing taken tliere. Yon 
spoke of tlio Standard ()il Company as the Standard < )il Trust. Yet you deny that 
tho Pure Oil Coiiiimny is in any niaiiiier a trust; how do you distinguish them?— 
A. The Standard is a moiioiioly. The Pure Oil Company is not. 

Q. How can the Standard Oil Company he a monopoly when the Pure Oil is 
not? The Standard Oil Company handles only 80 per cent of the product. - A. It 
does not require all of any commodity to make a mono])oly and fix prices; anyone 
knows that. Thoy 'lo have a sullicient control to make a monopoly. 

y. You stated just now that you liad advanced the price of the crude oil to tho 
producers, and then the Standard-had. So you werenotaloneiniixingtho prices?— 
A. That was in one locality, and in advancing crude oil. 

Q. But, as a fact, it was done?—A. Yes: that is, whore our pipe lines went; and 
I may say the advance was universal over tho field. 


' See Mr. Lee, pp. 


'1 See 1 ). oGll. 
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FREIGHT RATES AND REBATES—THE INDEPENDENTS HAVE NOTHING TO CONOKAI,. 

y. Mr, Archbold stated that he was distinctly and clearly in favor of tho inter- 
state-commorco law, and since the iiassago of that law in 1SK7 lie aflinnod and 
gave positive testimony that no rebates, no siiecial rates of freight, no advantages 
of any kind, had been offered by any railroad company or transportation comiaany 
or canal, or accepted Iw the Standard Oil Company or asked for by them. Do yon 
say tho same tor tho Pure Oil Company and tho companies with whic-h you are 
connected?—A. Yes; to the best of my knowledge and belief there has been noth¬ 
ing of that kind, 

y. No specijd rates have been given to your company at all?—A, No; not unless 
yon consider contracts made when wo could not get through to New York. Of 
courso there wa.s a rate through to New York w'hen our pipe line readied a certain 
point in Now.lerscy, and when it reached a certain furtlier]ioint there was a lower 
rate, (do. The freiglit was very large, and it was the only way wo could get oil 
through to the market. It was an open rate.' 

y. It was a special rate to yonr company?—A. No; it w;is an ojion rale. They 
probably liad no other shippi'r of crude oil I'roiu that given point, but it was in 
pi'o]iortion to tho rate from otlier shipping iioints, i'rom Oil City, i'ov instance, 
throngh. 

y. \V;isn't it less than by competing lines?— A. Not that 1 know of. 
y. Could it have lieen without yonr knowlodge? ■ A. Yes, possibly, 
y. YTni could not say from your own knowledge?—A. t will say that there aro 
other witne.sses that will come here and give yon tlie facts. Weave iierfoctly 
willing to .aid you and show’ whatever there is in the whole business. We liavo 
nothing to coiuie.al wlmtever. 

y. Would you bi'willing to .give a list of the dividends paid by your compa- 
ni(!s?--A. YT'S. T am assuming this, that we would be jierfeetly willing to have 
all our com])ani(’S, and ciTlaiuly I should be willing to have anything that I am 
in, open to Slate and governmental inspection; and if it w:is doing any injury 1 
would not olipa-.t to having it either abolished or restricted.- 
i^. Y^ou stated ]iositIv'ely that, to yourkiiowledgo.no reh:ite has lieeu received 
or accepted l)y any of your comiianics since tho iiassage ot tho interstate law?-- A. 
Not to iny kmjwledge. 

Q. Do you linow of any such rebate being given to the St.and;ird Oil Company?— 
A. Personally I have no absolule knowledge on this (|nestion, but li.ave been told 
and bidiev.' they have received such rebatip I will c|ualify my former stafement. 
Pipe lines may liavo sold to independent refiners at spijcial r;ites. as stated hereto¬ 
fore. 

y. To that extent it was a special rate extended to the Pure Od Company?—A. 
No; it was to tlie reliners. The Pure Oil Company is a marketing company. 

THE EORElGN MAIIKF.T—RUSSIAN (UT—HISTRIRUTION' (IE PETROLEUM WOL'LP HAVE 
PF.EN WIDER IF THE STANDARD HAD NOT EXISTED. 

Q, When you entered the Oi'i'unin market you found the Standard .already 
there?—A. Yes. 

And yon got in and eompetod with them?—A. Y^cs; wo entered into compe¬ 
tition. as anyliody liad a rigid to, and wc found tlie comiietilion a very bitter one. 
At lc;ist the refiners did. 

y. Did you find the Russian comiietition there?—A. There is very litlle Hns8i;in 
oil sold there now. 

(i). In (iermany, as far yonr knowledge goes? - A. There is very little Russian 
oil shi))|)('il to I-tormany. 

tj. lint there was a very large amount of Russian oil shiiipc'd to (-iermany before 
tho Staudanl went in?—A. They were not tlie pioneers. My own judgment is 
that there would liave boon a better distribution id' oil, better both for lU'oducers 
and for consumers, and they would have been more fairly treated, it tliere bad 
been comfieting companies instead ot this monopoly. 

y. You do not think tlie Standard Oil Comiiany lias been a beiieiit?—.-V. The 
Standard Oil Company? I don't believe 1 should be willing that one railroad slionld 
control SO por cent of tho jiassenger traffic and tlie freight traffic of this comitry and 
have tlie alisolnte power to tlx rates. I tliink we should have had wider distribu¬ 
tion ot petrolenm, and the public would have been better served, and tho pro- 
diicer.s would have been better reuiunorated, if it had not existed, 
y. (By Mr. Farijuhak). Do you believe that any of the independent refiners or 

2Si'c ]». .1)111, footnote a. 
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producer.? of thi.s country, any number of them, could ever have reached the field 
that tlie Standard liave all over the world unless they combined?—A. Yes; the 
markets of the world were largely reached before the Standard combination.' 

PROFITS OP THE ST.V.NDAUD OIL COMPANY ANU OP THE PURE OH. COMPANY. 

Q. (By Sir. Kennedy. ) Can yon state what profit the Pure Oil Company makes 
per barrel of oil?—A. I will have the ofticers present that. I have not gone over 
it in detail. We have no public records of the amount. 

y. You have )irivate records?—A. Yes; but I have not examined into thi.s mat¬ 
ter. I will in-osont the exact figures.- It has varied at different times. Wo have 
met with great losses, anil sometimes we have made some prolits. 1 would state 
this, that the [irolit would be less than 10 cents a barrel at the present time. 

Q. While the Standard profit is more than a dollar a barrel?—A. It seems to me 
that the data given show conclusively that the profit is more than a dollar. 

Q. And the Standard can make aprofit of adollar a barrel and you can only get 
a profit of Id emits?—A. We have met with this great opiiosition. We expected 
to make more than that perhaps after a time: hut if wo should average 10 cents a 
barrel and could do one-fourth of the business the Standaul doe.s, tiio company 
would get enormously rich. If a party of capitalists had purchased the right from 
the Standard in the State of Peiiiisylvania,—where wo conhl not get any free pipe 
lino for a long time—to manufacture and sell one-fonrth of the oil that the 
Standard did when they were organized, they could have made two or three Imn- 
dred million dollars very readily had they been willing to exact the prices the 
Stambard did. it would have been a splendid iiivestmoiit to have bought the right 
from the Standard to do business in this country without their opposition. 

THE STANDARD OIL COMPANY HAS AN ADVANTAOE IN THE USE OF IlY-PIlODUl'TS. 

Q. Yon liavo stated that the Stand.ard Oil Company has made more virotit from 
a barrel of oil than the Pnri' (>il ('orapaiiy. Is that in .any iiieasnre due to the fact 
that they use tlie hy-prodnets'?—A. Ve.s; that has considerable to do willi it. 

VALt:r. OF STANDARD AND PURE OIL STOCK—CUOFITS. 

Q. (By Mr. Smyth. ) Yon wi.sh na to nnder.atand tliat your company, on a profit 
of 10 cents jier barrel, is to ho considered worth ‘.'00, whereas the .Standard Oil 
(Company, on a profit of a dollar a liarrel, is only worth K!.’)'.'—A. 1 have tried to 
explain that before. 1 am a lu-odiicer of oil. and as a producer I would not sell my 
stock for twice the amount; and then I do anticipate very fair profits in tlie near 
future. 

Q. Do yon think the Standard Oil Company makes a thousand times the profit.? 
you do?—A. For a long time we made nothing, as has liceii testified, and I think 
some of the witnesses testifying in the interest of tlie Staiidarii cliarged ns with 
using people's money in some of these companies and not ]iaying them any return; ' 
but we do not know how much the return ha.s been in the advanced price of 
crude oil. 

Whereupon the commission took a recess until 2 o'clock p. m. 


Washixc.ton, D. C., Si’ptrmhcv 11, /.V.W. 

TESTIMONY OF MR. LEWIS EMERY, JR. 

The commission met on Monday, September 11,1890, Vioe-Cliairman Phillips 
presiding. Mr. Lewis Emery, jr., appeared at 10..5.5 a. m., and, being duly sworn, 
te.stified as follows: 

PERSONAL STATEMENT. 

The Witness, Mr. Cliairman and gentlemen of the commission, in .advance I 
desire to beg yonr indulgence in giving my testimony from this f;ict, that 1 have 
been absent from my home, in the State of California, for the past two years. Under 
the extreme weight of liu,sities.s and care.s I broke down in health, and it w.as only 
on the both of August that I returned to this part of the country; and since tliat 

• Coinmrf' Mr. Ai chbolrl, p. Mr. Kincry.i)p.<ki<i,<i;>i. • Seo Mr. Boylejp.-lbL 
'-‘FielcI with the Comiuission. 
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time I have been very bnay with the many points in business that were left for me 
to ilecide. I have not been able to give the questions that are propounded to me 
to-day the full attention that I should have done. 

I desire the priviiegc, with the consent of the commission, of referring to my 
memoranda, or to some of my colleagues, that I may refresh my memory, for this 
reason, that I have this question for the years from 1872 to 18U8 in my memory, 
excepting my testimony in 1888 before the Committee on Commerce in the city 
of Washington. 

I de.siro to say that 1 hold no animosity toward the Standard Oil people or any 
association. They wore thirty-four years my conipanions, and I only meet them 
here to-day upon fair and equitable terms. They believe in their method of doing 
business, and I believe in mine. Wo agreed to separate. Many of the stockholders 
of the .Standard Oil Company have been assoedates of mine all these years in the 
ownership of i)roperty, and I own property with them at the present time. We 
simply differ on methods of transacting business. Therefore 1 teid that there is 
no one here in this room who will say 1 tell an untruth because 1 may differ from 
him or because of testimony that I may give in answer to the questions you may ask. 

Q. (By Mr. Piiii.i.U's.) Where is your residenceV—A. Bradford, Pa. 

Q. Your name in full?—A. Lewis Emery, jr. 

(J. What is your occupation, and what has it been?—A. My occupation for the 
past thirty-four ye.ars has been in the production and refining of oil. 

OO.VNF.CTION WITH VARIOUS Oil. t'O.MI'ANTK.S. 

Q. (By Mr. Kennf,i>y.) I should lik(> to ask your present connection with the 
independent companies iiroduciiig companies, pipe-line companies, and the Pure 
Oil Company? I am connected with them. 

y. In an official connection?—A. I ,am not an official, except that I am trustee 
of .some stoc.'k. 

Q. (By Mr. Livinoston.) How do you stand in relation to alt these companies?— 
A. 1 am a stockholder in three of them. 

y. W'hiidi three?—A. United Statcis Pipe Line, Pure Oil Company, and the 
Productus’ Oil Company, Limited. 

Q. Any connection with the Standard?—A. No; none whatever. 

K.IRI.V IIISTOIIY OF THU OIL liUSlNF.SS. 

Q. (By Mr. PiilLLirs.) You can proceed in your own way and make a state¬ 
ment to the comnii.s,sion as lo the facts.—.A. The discovery of oil wa.s in l.s.tH, in 
the vicinity of the city of Titusville. The commodity wa.s new and practically 
unknown to the commercial or scienlilic world.' The oil was transported from the 
wells ilown Oil Creek, near whudi the first well was drilled, by teams, or by 
pumping the oil into boats, or, rather, at that time it w.as carried in buckets into 
llatboats made of inch lumber. These tiatboats ran down Oil Creek to Oil City, 
Pa., and from there the oil was transferri'd into larger bulk boats and carried 
down the Allegheny River to the city of Pittsburg. 

The first reltnoi-ies for putting this oil into a merchantable condition were in 
the State of Pennsylvania, the natural and most economical place for the manu¬ 
facture. The business was free and untrammeled from 18.51) u]) to ls72. Tho 
transportation by boat gave way to trans|iorlation by pipe line and by rail. The 
production of oii in bSO.), at wliich time 1 came into the business, was about 0,000 
liarrels a day. In tho meaulime the refineries had dotted the Oii CTeek Valley 
and tho .Allegheny Valley and reached .as far south as Cincinnati and Louisville 
and as far north as Portland, .tie. In 1872 wo find tlieso refineries ali in active 
operation, north and south from the iioints named. From 18.51) up to 1.8(),5 the oii 
was drawn in barrels by teams from the interior of the district. Pithole and 
Cherry Creek and numerous other places I could mention, each team carrying, 
according to the condition of tho road, from 8 to 7 barrels. A barrel of oil was 
about 15(1 pounds at that time. Then, in 18(15, the pipe lines were introduced. 
This busines.s was free and open to all tho railroads, all the people, and all the 
world np to 1872. If tho commission will kindly refer to this little pamphlet 
which I have prepared: - 

THE FIRST I’D'F. LINES. 

“ Tho first successful effort to transport oil from the well to tho railro.ads by 
pipe line instead of in barrels by teams was made in 18(15. ' 


' See nil. lavie". Lewis Emery, jr., to tho ludustrial Commission, ISUh. " 800 pp.fCJ,41:). 
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“ The idea of transporting oil by a pipe to the Allegheny River originated with 
Thomas C. Bates, of Syraouse. A company was forincd with acapital of $100,000, 
Joseph Casey as president, and Thomas 0. Bate.s a.s vice-president. Colonel Brack¬ 
ett and S. M. Spencer completed the arrangements, and David Kirk wa.s appointed 
superintendent. The laying of the pipe w.as commenced in November, 180.'), and 
the first oil was piped on the lOth of December, 18;i,‘i. From that tipie to January 
2S. l.aOl), the company i)ii)ed ‘10,000 barrels of oil. The pipe was fi inches in diam¬ 
eter, e.Ntending from Pithole to Oleoimli.s, a distance of 7 miles, and run entirely 
by gravity. It had a fall of 000 feet between the field and the river. This com¬ 
pany was known as the Pennsylvania Tubing Tr.ansportation fiompany. 

“Another company wa.s organized in the spring of l.so.a -the Rochester and 
Oleopolis Petroleum Company—with a capital of $100,000. 

“The Miller Farm and Pithole Pipe Company commenced to la,\^ pipe August. 
ISO.'), and completed its line in October, 180.'). Tlie length of the line was .li miles. 
It was a 'I-inch line, and originally four ])ump.s were used, but atterwiird only one 
pmnp was found necessary to do the work." 

To give you an idea of how crude men's ideas were at this time 1 will mention 
that it was thought nece.ssary to place a i)ump ivt the foot of each hill in order 
that the oil might bo carried over that hill into the next v.alloy. In a distance of 
.I miles there v.'ere l our distinct relays of pumps. It would have been held absurd 
to think that oil could bo pumped 1 miles. Now we put oil into a pipe and pump 
it ii distance of 100 to 150 miles with one .stroke of the pump. 

" The men who were interested in this enterprise wore: M. E. Van Syclo. of 
Jersey City: Heiu-y C. Ohlen, of New York; Charles Hickox and Charles 'W. 
Noble, of Clev(>land. Ohio. 

“The Titusville Pipe Company W'asorganized by IT. E. Pickett and G. J, Sher¬ 
man, of Titusville. They commenced laying pipes in January, bsiji, and com- 
ph'ted the line in April, l.SOii, There were two lines of 2-inch pipe from Pithole 
to Titusvdle, !),[ miles. The lino cost .$1'20.000. 

“Harley & Co. lino, from Bennihoit Run to Sh.atTer, 2 miles, was built in 180,5. 
“ The Vandergrift I'c Foreman pipe line, from Bradensbnrg to (iil City, in 18(1(1. 
“ A charter granted in 18(14 to the Western Transportation Comi)any, from the 
Noble & Delomater well to ylnalfer. 

THE HECUNMXOS OE I'IPE LINE COMniNATIOK. 

“ In 18(16 the whole of the Van Sycle's lino, from Miller farm to Pithole, fell 
into the hands of William H. Alibott and Henry Harley. 

“ The Avery & Hedden line, from Shamburg to the Miller farm, 

“In IN07 Abbott & Harley aci|uired control of the Western Transi)ortation 
Company. Under its charter they conibined the VVe.stern and their own two 
lines as the Allegheny Transportation Contpany. The tirst board of directors, in 
18()!). were Henry Harley, presidetit: W. H. Abbott, sei retary; .biy Grinld. .1. P. 
Harley, and .loscph Douglass; T. W. Larsen, treasurer: William W.armcastle, 
general superintendent. 

“ Harley effected a combination, reorganized th(‘ Allegheny and Commonwealth 
as the Pennsylvania Transportal ion (.lomi)any, with .-i capital of almost .$2,000,(1(10, 
and .500 miles of ))ipe to Tidionte, Triiunph. Irvineton, Oil City, Shamburg, Pleas- 
antville, :md Titusville, centering at Miller farm. Among the stockliolders were: 
Jay Gould, Thomas A, Scott, William H. Kemble. Mrs. .tames Fisk, and George 
K. Anilerson. This enterprise absorbed a swarm of smatl lines, and was con¬ 
sidered the acme of pipe-line ;(,chievment. 

“The Star Pipe June was built by Vandergrift & Fornian in 1867, 

“ In 1871 the ('ommouwealth Oil and Pii(e Line Com])any was organized in the 
interest of the Oil Creek Railroad. 

“Under the act of 1871 of Penn.sylvania, Vandergrift & Forman organized the 
United Pipe Lines, into which a number of lines were merged. 

“I desire here to submit, as the initial acts of Pennsylvania, that eventually 
merged the oil business of th(! United States into a monopoly—the .Standard Oil 
Trust-” 

<^. (By Mr. FAnyru.aK.) In the detailed statement you h,avo made of the organ¬ 
ization of these varion.a lines, I fail to find in the case of any of these lines any of 
the uiember.s, the chief officers, or directors of the Standard Oil Company itself — 
A. We have not come to that yet. 

Q. Ifou mean to state now that the initial one of the carrier combinations 
8 tarte<l after the United Pipe Line was formed?—A. Yes; that is what I propose 
to show. 

(^. That was in 1874?—A. Oh, no; the act was of 1874; the organization was 
back in 1871. 
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Q. Wim not the United Pipe Line afterwards the Commonwealth Line?—A. No. 

Q. Ai-e you referring to the old line of Vandorgrift & Forman the year they 
made the junction of the oil lines in the United Pipe Lines in IMi'??—A. We will 
come to that again. 1 can not answer that (inestion until 1 come to it. I intended 
to show the consolidation of all these lines under the proper period.' 

TUI! I’HNNSYI.VANIA |{.\ILKOAl) I’EllMITS A I’lPK-LINU f.AW FOR FIOIIT COUNTIES 

TO PASS. 

“ The charters for oil-transportation companies, granted by the legislature, were 
few in number and only to a favored few, the legislature steadily refusing to enact 
a general law. In IHTa, after the exposni'e of the South IinpTOvement scheme, the 
legislature was consfrained by the popular indignation tlius aroused topa.saa free- 
jiipe law covi ring tile oil-producing counties—Erie, Crawford, Forrest. Warren, 
Venango, liutler. Clarion, and Armstrong. Under that law hs lines wore built 
from the producing districts to the railroads, the length varying from ."i to :)0 
miles.'"' 

I de.sire to make a remark here. In tS73, when the peojilo of the oil field were 
so aroused over the report of the South Improvement Company's organization, 
they demanded fi om tho legislature the repeal of tlie South Im]irovement Com¬ 
pany's cliarter ami the passage of the freo-pipe law, giving piiie-liiie companies tho 
riglit of eminent domain. Myself and many others went to Harrisburg and asked 
the legislature to give us sucli a law. We met Mr. Scott, of the Peuusylvania Rail¬ 
road Company—people all-i)oworful in the legislative body at that time, and I do 
not think tlieic strength is in any way le.sseued at the iiresont. 

T asked Mr. Seott, president of the Pennsylvania Railroad, to permit this law to 
become general. I le refused. He said that ho would permit us to have a law for 
the eight ('Ouiitius named, but ho would not permit us to have a law by which wo 
could run our iiipes to t;he city of Pittsburg. < )ur hope was to get a law liy which 
we could reach coiuiieting lines of railroad and the Ohio River, so that weiiiiglit 
transport our iiroduct by water. He said lie would pei mit a law to pass for the 
eight eounlies named, but he would provide in the law that no pipe should go 
within a mile of tho State line, or witliin a mile of any railroad hut the Penn- 
.syivania. Tho oil-producing people wotihl not accejil that provision in the Ijill. 
By force of circumstances, and almost a resort to arms, it was linally conceded 
that we should liave the eight comities, but we were not |iermitted to have Alle¬ 
gheny ('ounty, that we might get to Pittsburg for the competition named. This 
is personal experience. 

UlSE OF THE MONOI'lll.V. 

“After tlio adoption of tho new constitution, tho Wallace Corporation Act. 
carefully excluding from its provisions transportation of oil. was passed by tho 
legislature, and in less than two years the old South Improvement combination, 
now known as the Standard Oil Trust, liad, by a corrupt bargain with all the 
railroads, forced all but one of these hues built under the act of lfiT3 into bank¬ 
ruptcy, and. practically, sale to itself.'’ 

This is where these wore consolidated—tho Vandorgrift & Forman, lint they 
were forced in by tlie monopoly, 

y. (By Representative Livinuston. ) Explain what you mean by monopoly; 
whether the word is used advisedly or not.—A. It was at tliat time. Perhaps I 
might say tlie word monopoly there would he a little prematnro. because it had 
not accomplished all its plans to get absolute conti'ol of the business. 

(.j. (By Mr. Kenneiiy. ) Has it over liad absolute control of the business?—A. 
Absolutely so. 

t^. Competition wiped ont entirely'?-A. Entirely so: there was a time when I 
did not know of a living independent roliuer. 

Q. (By Representative Livinostun.) The word monopoly means the Standard?— 
A. It does. 

We would rather hereafter you would say the Standard Oil Company.—A. 
It will not suit when I got a little further along. 

There are so many monopolies that 1 do not know which you are siieaking of. 

Ci- (By Mr. Kf.nnf.iiv.) Is there any monopoly now?—A. If yon will allow me 
to go on, 1 will got to these things; there will come a time when you can shoot all 
the shot at me you want to; but to answer that Huestion would he a little premature 
until you have heard all my argument. 

y. 1 withdraw that question. 

See pii. 4X‘4. 
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‘ ‘ The old oil fields are now entirely at the mercy of the monopoly: and upon the 
development of the new Bradford district, the monopoly through its transporta¬ 
tion—the United Pipe Lines and the American Transfer Company—took posses¬ 
sion of that field also. Since 1H70 the whole oil district, covering nine counties 
(and with the Pennsylv.inia Railroad or one of its branches within from 1 to SO 
miles of every well), has been under the complete dictation of this trust. A brief 
statement of the history of this trust, its methods and policy, its influence ui)on 
the crude and refining industries and upon the oil regions generally, together with 
certain inferences to be drawn therefrom, may enable the commission to form 
some estimate of its future, and possibly to suggest some relief from its baneful 
influence. Twenty-nine yt^ars ago the Standard Oil (lompany was a corporation 
located at Cleveland, Ohio, with a capital of less than a million dollars.” 

SIZE OF THE STANDARD OH. COMPANY IN IStO. 

Now I wish to digress; I wish to show the holdings of the Standard Oil Com¬ 
pany. I proi)Ose to give the commission the testimony of Mr. Flaglm-. which I 
lieard at the time, and which is of record in this book. The book is the reiiortof 
the investigation of the sugar trust and tho Standard oil trust by the Committee 
on Manufactures of the House of Representatives in 188.S. (House Reports, Fif¬ 
tieth (.'ongress, first session, vol. !).) 

Mr. (iowen asks the question (p. L’88): 

Were you a stockholder of the Stiindtird Oil Company of Ohio, as well as an 
officer?—A. Yea, sir. 

“ Q. From what time? When did you first become such?—A. From its organi¬ 
zation. 

"CJ. In what year was that?—A. 1 think e.arly in isfo. 

(^. Wore you not c<uinected in any manner with tho oil trade or with as.socia- 
tions or cor))orationa interested in or connected with the oil trade prior to the 
formation of the Standard Oil Company of Ohio?—A. 1 was a member of the firm 
of Rockefeller, Andrews & Flagler. 

■‘Q. Where was it located?—A. Cleveland. Ohio. 

•‘y. What was their btisiness?--A. Refining oil. 

‘•y. That wa.s a private itartnershiii, was it not?—A. Yes, sir. 

“(J. Did it engage directly in the bnsine.ss of refining? -A. Yes, sir. 

'■y. Did that firm erect relining works, or did tliey bu.v them from some one 
else? —A. They bought works from two linns, one of wliich, 1 lieliove, was Rocke¬ 
feller & Co. and the other Rockefeller & Andrews. They succeeded those two 
firms. 

“y. Were you interested in either bc.'foro you became a member of tho now 
firm?—A. 1 was not. 

‘•y. Were you in bu.siness with them or connected with them in any way?—A. 
I was not. 

•y. When your own firm came into existence, or after it had gone into business, 
what was the extent of its refining cajiacity? - A. A.s well as I can recollect. GdO 
liarrels a day of crude oil. 

“y. Your firm practically, therefore, formed the Standard Oil Company of Ohio 
and turned its works over to that company?—A. Yes, sir. 

‘■y. Ami aci epted stock in that company in consideration of its theretofore 
private ownership in the firm?—A. Yea, sir. 

“y. What was the caiutal of the Standard f.iil Comiiany of Ohio?—A. One mil¬ 
lion dollars." 

That is as far as I need to go; and I want this commisgioii to boar in mind now 
that tho Standard Oil Comi>any of Ohio owned, in bsTO and 1871, (idO barrels refin¬ 
ing capacity. I will call your attention later on to their ownership in 18711, in 
testimony before the Hepburn committee, which was appointed by tho Now York 
State legislature. I will leave that part of the sub,iect for the present. 

RAILROAD MAGNATES HEUOME STOCKHOLDERS IN THE STANDARD. 

Soon after this it was reorganized, when Scott, of the Pennsylvania Railroad; 
Vanderbilt, of the New York Central Railroad; Jewett, of tiie Erie Railroad; 
Watson, of tho Lake Shore Railroad, and other railroad managers became inter¬ 
ested in it as large stockholders. With tho influence thus gained it attempted 
the establishment of tho South Improvement Company. This attempt failed. 

J ust there I desire to call your attention, on page 0 of this pamphlet, to the incor¬ 
poration of the South Improvement Company. 
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CriARTKR OK TIIK SOUTH IMTROVEMENT COMPANY. 

AN ACT to iuoorporato the South Improviiuiout (.'oinpany. 

Section 1. Bo if enacted htf Uie senate <iv(i houfiC of representatives of the Com¬ 
monwealth of Pennsylvania in (jenee<d assembly met, and it is hereby enacted by 
the (infhin-iln of the same, That S. S. Moon, H. D. Barclay, John A. Eowler, or a 
majority of tlnan. their associates, snccessors, and assi<;ns, be. and they are hereby. 
a.ntliorized aiul empowered to form and be a body corporate, to be known as tho 
South Improvement (k)mpaiiy. wliieh shall be, and is Ijoi’eby, vested with all the 
l)owors, priviloi^es. duti('s,and ()])li^ations conferred upon the act to corporate the 
Pennsylvania C'ompany, by the act of the leirislature of Pennsylvania, approved 
the 7th day of Ai)ril, A. D. !«■;(), and the supplement theroto. 

Sicc. That the stoi^kholders of said companv, by ami with tho consent of tho 
holders of not less than two thirds of tlie shaves of stock, be. and they are hereby, 
authori/Aul to chinifto tho mime and title of the said company and designate tho 
location of its general office, whicdi changes shall be valid after tho tiling of a cer¬ 
tificate in the office of the sci-rotaryof the (Jommonwealth, signed by the President 
and attested by the seal of tho said company. 

James H. Webb, 

tipeaker of the House of Pejn'eseniaiives. 

William A. WAm.Ai'K, 

Speaker of the Senate. 

Approved tin! <»th day of May, A. D. 1S7I. 

.1n<). W. (tEARV. 


(TIARTEU or THE PKNNSYLAyVNlA COMPANY. 

I desire to liavo this tict veu'l. because I was asked this morning by ono of tho 
commissioners wliat power they had under the South Improvement Company 
charter. 1 should like to reply to that question before the commission, if I dare, 
whata vei-y eminent judgi^said in our section of thcM;ountryrelativotothepowers 
of this CMHopany, but as it is not perhaps preliminary, 1 will tell the story after¬ 
wards. 1 di sir(‘ to have ISenalor Lee read this incorporating act. 1 do that becanso 
I wish this commission to hear the unparalleled ])rivileges granted under the char¬ 
ter and wliy they sought it: ami I <le.sire to follow this along and show you that 
years after Unit time tlioy a(Miuin*d the same charter under a dilferent In-ad. 
(.’harters wore fur sale. They were manufactured by the legislatuvo of the St.ate 
of I'^eniiBylvania for tliat purpose. I know; I have spout sovi'Pteen years of my 
life there. 

AN ACT to iiii-orpomli' tliu PcnnsylvaTii.-i <.'(HMi)!iny. 

Sf.ition t. 7>’(’ it ciKtcIcd h/i llic m'liate ami house of rejiivseiitatii'es of the. Com- 
wonieeolili of I’nnisiilriiiiio in ijeiierol osseiiihli/ iin l, nml it is hereby euoeleil by 
theontlioi ity of the smile, Thiit Antli'ovv How;iril,,T. S. Swartz, (.1. B. Edward. .1. D. 
W(;llsto, and J. T. Malin, ttioir assuoiatea, successors, and assifiiis, or a majority 
of tliem, be, and they are hereby, authorized to form and be a body coriiorate, to 
be known as tho Pennsylvania t.'ompauy, and by that name, stylo, and title shall 
have )ierpi‘lnal succession and all tlie privileges, traiicliises, and immunities inci¬ 
dent to a ei)r|(oration; may sue ami be sued, implead and be impleaded, complain 
and dofenil in alLeourts of law and equity, (d' record and otherwise; may [mrcliase, 
receive, hold, and enjoy, to tliem, tlieir successors, and assigns, all such lands, 
tenements, and leaseholds, estates and liereditaments, goods and idiattels, securi¬ 
ties and estates, ro.al, personal, and mixed, of wiiat Idnd and (piality soever, as 
may he necessary to erect depots, engine lionses. tracks, sliops.and otlier purpose,s 
of said corjioration, as hereafter defined by tlie second section of this act; and tlio 
same from time tolime may sell, convey, mortgage, enemnlier. charge, pledge, grant. 
leas(!. suldoase, alien, and dispose of, and also make and liave a common seal, and the 
same to alter and renew at jileasuro, and ordain, establish, and pnt in execution 
sueli by-laws or ordinances, rules, and regulations as may be necessary or conven¬ 
ient for tlie goi ermnent of tlie said corporation, not lieing contrary lo tho consti¬ 
tution and laws of this Commonwealth,and generallymay do all and singular tlie 
matters and things wliieh to them shall appertain to do for the well being of the 
said oorporaiion and tho management and oi'dering of the affairs and business of 
the same: I'roriileil, Tliat nothing lierein contained shall be so construed as to give 
to the said corporation any hanking privileges or francliisos or the privilege of 
issuing their oliligations as money. 

Sec. 3. That the corporation hereby createil shall have power to contract with 
any person or jicrsons, linns, corporations, or any other party, howsoever formed, 
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existing, or that may liereafter exist, in any way that said parties or any of them 
may have antliority to do, to Imild, construct, maintain, or manage any work or 
works, public or i)rivate. which may tend or be de.signed to include, increase, fa¬ 
cilitate, or develop trade, travel, or the transportation or conveyanco of freight, 
livestock, passengers, or any other traffic, by land or water, from or to any part 
of the United .Slates or the Territories thereof; and tlie said company shall also have 
power and authority to supply or furnish all needful material, labor, implements, 
instruments, and fixture.s of any and every kind whatsoever, on such terras and 
conditions as may be agreed upon between the jiarties, respectively, and also to 
jrarchase. erect, c.on.struc.t, maintain, or conduct, in its own name and for its own 
benefit, or otherwise, any such work, public or private, as they may by law be 
authorized to do (including also herein lines for telegrapliic commiinicatiou), and 
to aid, coo|)erate, and unite with any company, person, or lirm iv, so doing. 

Sec. The company hereby created shall also have the power to make pur¬ 
chases and sales of or investments in the bonds and securities of other companies, 
and to make advances of money and of credit to other companies, and to aid in 
like manner contractors and manufacturers, and to reoeivo and hold, on deposit 
or ns collateral or otherwise, any estate or property, real or personal, including 
the notes, obligations, and accounts of individuals and companies, and the s,ame 
to purcbase, collect, adjust, and settle, and also to pledge, sell, and dispose thereof 
on such terms as may be agreed on between them and the parties contracting with 
them: and also toimlorse and guarantee the payment of the bonds and the perform¬ 
ance of the obligations of other corporations, linns, and individuals, and toa.ssume, 
become responsible foi, execute, and cai’ry out any contiauds, leases, or subleases 
made by any company or companies, individuals, or firms whatsoi'ver. 

Sec. I. The company hereby created shall also have power to enter upon and 
occupy the lands of individuals or of companies on making pav ment therefor or 
giving security according to law for the purpose of erecting, constructing, main¬ 
taining, or managing any public work, such as is provided for or mentioned in 
the second section of this aid, and to construct and erect such works thereon, 
and also such buildings, improvements, structures, roads, or fixtures as may 
lie necessary or convenient for the purposes of said company, under the powers 
herein granted; and 1o purchase, make, use, and maintain any works or improve¬ 
ments connecting or intended to be connected with the works of the said com¬ 
pany; and to merge or consolidate or unite with the said company the improve¬ 
ments, property, ;ind fr.anchisi s of any other company or companies on such 
terms and conditions as the said coiniiany may agree upon; and to fix and regu¬ 
late the tolls or charges to be clnirged or demanded for any freight, property, 
or passengers traveling or jiassing over any improvement creeled, managed, or 
owned by tbe said company, or on any merclnindise or property transported over 
any road whatever by the said company, and to make, from time to time, dividends 
from the profits made by the said company; the several railroads nmnaged by 
said company shall continue taxable, as heretofori', in proiiortion to their length 
within this State, respectively; and the said Pennsylvania Company shall be tax- 
aide only on the proportion of dividends on its capital stock and upon net earnings 
or income, oidy in (iroportion to the amount actually carried by it within the State 
of Pennsylvania, and on its earnings or income derived from its business beyond 
the limits of this Commonwealth shall not be liable for taxation. 

HOW TUI! X.VTION.iL TRANSIT OOMf.X.NV (STAND.VItU) OOT THE SAME COUI’ORATE 
POWERS WMKTI THE SOUTH IMPROVEMENT COMPANY HAD HAD. 

1 simply wanted the oommission to understand the powers given under this 
incorjioration. I desire to call your attention, incidentally, now to page 1,51 of this 
pamphlet; ‘ ‘ When the jxipular excitement raised against the South Improvement 
Company, which resulted in the repeal of the act to incorporate it, had suhsided, 
the trust, for the purpose of its transportation business in Pennsylvania, secured 
a franchise ,sub.st.antially as follows: 

“An act to incorporate the Overland Contract Company was approved March 
22, 1871.” 

That is the act for transporting oil by pipe line throughout the State of Penn¬ 
sylvania; and the provisions of the Southern Railway Security act, or the Over¬ 
land Contract Comp,any act, are the same as the Pennsylvania Company, or the 
South Improvement Company act identically. It is simply the same act with 
another head. I can refer you, if you choose, to some twelve or fifteen similar 
charters. The body of the act has been read under another name. 

Q. (By Mr. Ke.vnedy.) Can you refer the commission to the full text of the 
act?—A. That is the identical act. 
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Q. The one yon read, incorporating the Pennsylvania Company?—A. Ye.s. 
What I mean to say is that this act as read by Senator Lee is the identical act 
under wliicli the National Transit Company is organized and from which they 
get all their priviloge.s; and there is nothing not set lorth in that act. 

Q. Do they get their powers and privileges from this old corporation without 
having to go to the .secndary of state for any charter?—A. The National Transit 
Company peoide honglit this charter under which the National Tran.sit Company 
is organized on March s, ISHl, for .$l(i,:?.'i0. The iirovisions of that law are just 
the same as the provi.sions of the South Improvement Comiiany act—one and the 
same, iii every word, letter, and line. 

t,i. (By Mr. FAi!(.>iiiuit.) How long w.as the South Improvomoiit Company in 
existence?—A. About three months. 

U, .And immediately after, the other company was organized with the same 
rights and privileges, but not the same title. How did they come to get the 
Ijrivilego when they applied?—A. It is another company. 

Q. And coiilemporaneons?—A. No; in ISSl. 

When was theSouth Improvement Com])any act repealed? -A, March ‘.’.a, 1.S73. 

y. Then how was it possible for another company, except by an entire reenact¬ 
ment, to take .all the privileges of the South improvemont Company?—A. The 
body of the South Improvenuint Company act is .pist the same as the body of the 
Southern Railway Scenrity Company act. As I have said, there were twelve or 
fifteen otlier charters of the same characRjr, with the same body. 

TIIH OIL BUSINESS WAS FREE TO ALL AT I'IRST. 

Now, from 1813, of which I have given you a history, up to the purchaseof this 
charier in 1881, 1 wil] endeavor 1o show you wlial relations the South Imiiroie- 
meiit Company have had to the Standard Oil (.'ompany; and I come .simply now 
to the South Improvement Company charter. I must ti'avel alon.g to is; I before 
I can gii e you the connection. I have occasion, however, to refer to tliis; but hear 
in mind you are s]iealiiiig of th(! Standard Oil Company, and perhaps I may be 
sj le.aking of the National Tr.'insit Comiiany, which is one of the lines of the .Standard 
t ill Company of I’ennsylvania. 1 de.siro you to understand this franchise c.arried 
with it all the powers ,md pi'ivilege.s exercised by the South Improvement Company, 
of unlimited capit.al and power. 

tj. The question is, did other companies of Pennsylvania have jnst as good 
privileges at that time?—A. No; the hnsine.s.s w.as in everybody's liamts at this 
time, it was .inst as free for yon to go into the oil hu.siiiess and Iransport your 
oil down the Allegheny Ri\ er and on the railroad.s as fur yon to go and lish in the 
Poloinae. You could put your money into a well or pipe line, or .anything you 
wanted to. It was absolutely tree and open to everybody. There were no 
encroachments, no luimiiering at tliat time. 

Q. Wa.s there any attempt on the part of any of the other refiners and producers 
to get a charter of ocpial privileges with thi.s South Improvement Company?—A. 
Not to my knowledge. 

Q. Pi'om I8;3 to 1881?—A. I do not know about that, 

PRAWTlACKS A,Ml REBATES MADE THE TROUBLE. 

Q. Was it the lack of taking advantage of oombin.ation at that rime that handi¬ 
capped the parties who did not combine as these parlies had?—A, A man was at 
that time, I helieve, and uiidonlitedly is at this, disposed to obey the laws of the 
conutry. The old constitution of the State of Pennsylvania, the new, and 1 think 
every other con.stitution of any of the State.s of the Union, prohibited undue dis¬ 
crimination. It was against the law. 

The whole difliculty ari.siiig to-day is duo to tliedi.scriminating rates. The rail¬ 
roads of tliis country are responsible to-day for the existence of these trusts, 
because they gave the favored shippers such drawbacks and rebates that finally 
the Standard Oil Company, with its privileges, drove the entire oil industry into 
its own hands, I do not say for a moment but that these people had the ri,ght to 
no this if they wanted to, but I do say that when they did do it they were vioiatOLs 
of the coiiiiiioii law, and that I would not connect myself with tin in on that ground. 
I was an ori,ginal. I was there; 1 had my refineries; I bnilt my pipe lino in 1888 
and in 1870, ioug before I know anything of these people. I did not see fit to place 
my fortniies in their hands. Dollars and cents—yes; it would have been millions 
to mo it I had, but I did not feel that I could surrender my principles under the 
arrangement, or the lavv. set forth under theSouth Improvement Company. But 
the most damnable thing that followed was the contract. While it has been given 
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in ovidonco upon this floor that the Standard Oil Company are not responsible for 
the acts of the South Improvement Company, hut the contract that followed— 
that was framed in Cleveland and brought to the Pennsylvania Railroad and they 
accepted it, and the contract was signed by ,1. Edgar Thompson, president of the 
road at that time. 

Q. Were not all the railroads wildcatting at that time, anyway?—A. No, sir. I 
do not doubt but raih'oads were giving discriminating rates; I have expressed 
my.self firmly upon that (lue.stion. You know it—as a busine.ss man, you know it; 
and 1 will show you before I leave this floor that discriminations have been made 
right up almost to the present time. 

TllK Ca>NTIl.\CT IlETWKtiN Till! SOUTH IMl’KOVEMKNT UOMl'ANV AKl) THE 1‘E.NM- 
SYIA'ANIA UAILKOAD I'OJIPANY. 

Now. I desire to call your attention to tho contract between the South Improve¬ 
ment Comiiany and the Pennsylvania Railroad, dated January IS, ISM, and I 
propose to show you before I Huit that this contract went into existence abso¬ 
lutely and was signed by the president, although it has been denied upon this 
stand that it ever went into operation. Pago li'i of my pamphlet - 

Q. (By Representative LiviN’dSTDN.l For what purpose?--A. It is to show you 
the contract tlnat was made between tlie Pennsylvania Railroad and the South 
Improvement Company. 

y. Is that a verified statement yon read? -A. 1 will read tho coiilra.ct itself, 
signed by the Pennsylvania Railroad. 

Q. That is a verified copy, is it?—A. Oh, it is in the investigation of 1HT1, and it 
is all ill the Congressional report of 188S, and tho Ileplmrii committee's procoi'd- 
ings, and in all investigations tliat have been going on. It seems tome that iiives- 
tigation.s don't atnomd to a cent. It is printed: in all the libraries in tho United 
States it can lie had. or in any town lilirary—tho hislory of this very business X am 
relating. [See Fiftietli Congress, first session, Ilonse Reports, vol. li, pp. ;ri7. [ 

‘‘Agreement made and entered into tliis 18t!i day of January, in the year t8M, 
by and between tho South Iiuprovement Company, a corporation organized and 
existing under tho laws of tho State of Pennsylvania, party liereto of the iirst 
part, and the Pennsylvania Railroad Company, on its own behalf and on behalf 
of all other railroad companie.s whose roads aro controlled, owned, or leased liy it, 
or witli which it has sufficient running arr,angements. whicii other roads are lierein 
de.scribed as tho connections of tho said Pciimsylvania Railro.ad Company, party 
hereto of the second part, witnossoth: 

“ Whereas the party hereto of tho first part has been organized for the purpose, 
among other things, of increasing, tacililatiiig, and developing the trade in and 
tile conveyance and transportation of petroleum and its jiroducts, and for that 
purpose proposes, among other things. I.o expend large sums of money in tlie pur¬ 
chase, erection, and construction of. and maintaining and conducting works for 
storage, distillation and refining, warehousing and transportation, and in various 
other ■ways, uiion tho indnceinent, among other things, of this contract; 

‘‘And whereas the magnitudo and e.xtont of file Imsiness and operations pro¬ 
posed to he carried on by tho party hereto of the first part will greatly ^iromote 
the interest of tho party hereto of tho second part, and mak(! it desirable lor it by 
fixing certain rates of freight, drawbaclis. aniF rebates, ami by tho other pro¬ 
visions of thi.s agreement, to encourage tlie outlay proposed liy the [larty hereto 
of tlie first part, and to hicilitate and increase tho transportation to be received 
from it. 

mviSlON OF I’ETKOLEUM TRAKFU'. 

‘ ‘ And whereas it has been agreed by and between the party hereto of tho second 
part, for itself and its connections, tlie Erie Railroad Company, for itself and its 
connections, and the New York Central Railroad Company, for itself and con¬ 
nections. that the business of transporting by railroad crude petroleum and its 
products toward the Atlantic coast, from the points of production and refining on 
their lines of road, shall lie allotted by the party hereto of tho first part to the said 
three companies in the proportion of 45 per cent of the wliole to the Pennsylvania 
Railroad Company, for Itself and its connections, including the Philadelphia and 
Erie Railway, the Northern Central Railway, tho Allegheny Valley Railroad, 
Camden and Amboy Railway, the Pennsylvania Comiiany, and all other railroads 
which are or may be controlled, owned, and leased by it or with which it has or 
may have sufficient running arrangements; 27* per cent of the whole to the Erie 
Railway Company, for itself and its connections; and 27J: per cent of the whole to 
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the New York Central Railroad Company, for itself and its connections, and that 
the transportation beyond Cleveland and Pittsbnrs over the railroads of the said 
companies and their connections, in other directions than toward the Atlantic 
coast, west from said points of production and refining, shall bo allotted by the 
party hereto of the first part in the ])roportion of one-third thereof to the party 
hereto of the second part, for itself and its Western connections, and the remainder 
to other railroads." 

Tli.at means this: that all oil going to the Atlantic coast shall be divided as set 
forth, per centto the Erie, 37* per cent to the New York Central, and I.') irer 
cent to the Pennsylvania, leaving the balance of trade, which was apportioned to 
be about 10 per cent,' to the Western country, and it should be divided between 
three roads. Do you understand? That is to s.ay, the 10 per cent going to the 
West for the Western consumption, the rebate ;ig'rep(l by the railroads to pay to 
be upon the same basis, and shall bo divided third and third, the Pennsylvania 
Railroad i)aying into the hands of the South Improvement Company 27t per cent, 
otc. That is the division. 

“ Now, therefore, this agreement witnesseth. that the parties hereto, for them¬ 
selves and their sncces.sors. in consideration of the promises, of the mutual execu¬ 
tion hereof, and of the mutual advantages hereby conferred, have covenanted and 
agreed, and do hereby covenant and agree, each with the other, as follows: 

“.\UTICf.E FlItST. 

“The jiarty liereto of the first p.art covenants and agrees: 

“1. To furnish to the party hereto of the seconil part, foi' tran8])ortation, such 
ai>roportion (d' the crude petroleum and its ju’odiicts owned or controlled liy the 
piU'ty hereto of the first p;irt as shall give to the party hereto of the second part 
■1.7 per cent of :ill the crude petroleum and its products sent from the points of pro¬ 
duction :iud i-etiniiig toward the Atlantic coast l)y the .said Pennsylvania, the Erie, 
.and the New Yoi'k Central railroads and their connections, and :f:if per cent of 
that wliicli is sent west of Pittsburg and Cleveland bytbo.se railroads and their 
connections. 

“3. To provide suitable tankage at the jioiuts where petroleum is produced on 
the railroads of the i)arty hereto of the second part and its connections in which 
to receive crude i)ctroleum i)reparatory to sln])inent, with llio necessary pipes, 
pumps, racks, and other appliances for its convenient transfer bulk into railroad 
ears. 

To deliver to the r:iilroads of the party hereto of the second part and its 
coMiiections at the places of shipment and to receive from them at the pl;u-es of 
de.slinatiiin ;dl crude petroleum :iii(l its jiroducts tran8|Jorted over their railroads 
for the party of tlio first i)art. 

■' I. To provide at the pbices of dostin:ition on the seabo:ird necessary and suit- 
,al)le yards, wliarves. wareliousos, sheds, tanks, pipe.s, pump,s, and motive power 
for the reoe'iition of petroleum and its products and loaning vos.sels therewitli.” 

1 want you to foliowthis contract right there. I propose to sliow to you that this 
contract has, in fact, been carried out to the letter from the day of its inception, in 
spite of the repeal of the South Improvement f'omiiaiiy charter. 

“.7. To provi<lo, m.'iintain, and operate the works ueces.sary to refine crude 
petroleum upon the largest scale practicable, and with such skill and on such 
a system of organization and division of labor as will secure both efficiency and 
economy; and for that purpose, and for tho purpose of developing and increasing 
the petroleum trade of tho country, to provide and maintain all suitable and 
necessary means and facilities. 

llKCOItnS l)K TIIK TKA.N'snOKTATION OK AI.I, PETKOLEUM AND ITS PRODUCTS. 

“(1. To keep records of the transportation over the railroads of the party hereto 
of the second part, and its coimcotious. and. so far as it can obtain tho same, over 
tlio Erie and the New York Central railroads and their connections, of all petro¬ 
leum and its products”— 

That they may ship under this contract—bear that in mind—of all petroleum 
and its products. 

“Showing the number of barrels of ■l.'i gallons each in bulk and the number of 
barrels of 47 gallons in barrels carried by each road, with the points of receiving 
and delivery and the amount of freight received by each road, for such transpor- 


■ NoTK.-arj-Kt’ti-f 17=100. 
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tatioii, which records shall at all reasonable times be open to the inspection of the 
duly constituted representatives of the party hereto of the second part.”' 

That is to say, tlie railroads are o])en, absolutely, to tho inspection of this com¬ 
pany; that they had the right to go in at any time and take down from the place 
of deposit those books and look over them and see that which I ship or anybody 
else ships. 

"Monthly abstracts of all such records shall be regularly sent to the party of 
the second part. ” 

See how complete. That an abstract of those books must be sent to the office of 
this company that they may look into the business of Governor Harris, Mr. Phil¬ 
lips, or Mr. Farquhar—anybody, it do<;s not matter whom. That was the power 
given: and I simply say, if you will take the evidence of the investigation of 1871 
and 1870, take the investigations of the Hepburn committee, take thg investigations 
of the State of Pennsylvania, and every scintilla of evidence preduced, and yon 
will find that thi.s contract has been carried out to the letter, even up to the present 
time. There is no secrecy in my business to-day. My business is known every 
twenty-four hours, just exactly what I do. I make that assertion because 1 can 
produce the evidence. 

Q. (By Mr. Faequhar.) Possibly these parties entering into contracts with the 
railroads are a little afraid of tho railroads themselves cheating?—A. That might 
be so. 

"7. To ])ay the party of the second part weekly for all tr.ansportation over its 
roads and its connections of petroleum and its products such gro.ss rates and h.alf 
rates of freight .as are hereinafter specified, less the rebates and drawbacks herein¬ 
after provided to be retained by the party hereto of the first jwt tor its own use. 

REBATES AND PHAWBAOKS TO THE SOUTtI IMPROVEMENT COMl'ANV ON AI.L OIL 
SHIPPED BY IT OR BY OTHERS. 

"AHTICLE SECONf). 

‘‘The party hereto of the second part covenants and agrees: 

“1. That the party hereto of the second jiart will pay and allow to the party 
hereto of the first part for its own use, on all petroleum and its products trans¬ 
ported over the railroads of the parly hereto of the second part and its connec¬ 
tions, for the party hereto of the first part, rebates, and on .all trainsjiorlcd for 
others, drawbacks, at the rates hereinafter provided, except in the case specified in 
article third. ” 

Not only what they ship themselves, but what every individual shipped; what¬ 
ever oil was shippeil at that time. 

‘' ;l. To deliver to the party hereto of the first part, for all petroleum and its 
products in packages, trans|iortatiou over the railroad of the party hereto of the 
second part, and its connections, by whomsoever shipped, and con.signed to the 
party of the first part, at the warehouses of the party of the first part, at tho sea¬ 
board and inland, at the depots of thejiarty of the second part, at tho place.s of 
destination, and to deliver ail iietroloum and its products, in bulk, owned by or 
consigned to the said party of the first part, at any point required on the lino of 
the railroads of tho party of the second part and its connections. 

Ol'HN RATES. ' 

‘•3. To transport and deliver petroleum and its products over the railroads of 
tho (larty of the second jiart, and it.s connections, at gross rates, which shall at-no 
time exceed the following, without the consent of both parties hereto: 

"From .any point on the Oil (,'roek and Allegheny River Railroad to Oil l.lity. 
Union, Corry, Irvineton, which are herein designed as • common iioints.’ on each 
barrel of 45 gallons in bulk and on each barrel of 47 gallons in barrels, 30 cents. 

“On cnide 2J(:troleum. 

From any common point (for each barrel of 45 gallons) to— 


Cleveland.. . $0.80 

Pittsburg. 80 

New York..... 2. .56 

Philadelphia. 2.41 

Baltimore.. . 2 41 

Boston.. . 2.71 


' Party of second iMirt is the Pennsylvania Railr«u1 Company. 
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“All othor points except those on the Oil Creek and Allegheny River Railway to 
the places of destination last named, the same rates as from the ■ common points.’ 

“Ore refined oil, l>enzim, and other productH of the manufacture of petroleum. 


From Pittsburg (for each barrel) to— 

New York . $2.00 

Philadelphia. ].8,5 

Baltimore . .. .' 1.85 

From Cleveland (for each barrel) to— 

Boston.... . 2 . 1,5 

New York ...!.]!!!.]! 2.00 

Philadelphia. 1 . 8,5 

Baltimore . . . _ 1.85 

From any common point (for each barrel) to— 

New York. 2.92 

Philadelphia. 2 ! 77 

Baltimore.. 2.77 

Boston. 2,07 


■‘From and to all pointsintermediate between tho isrintsaforesaid, such reason¬ 
able rates as tho party of the second part shall from time to time establish on both 
crude and refineil. 

“From Pittsburg, Cloveland, and other points to places west of Pittsburg and 
Cleveland, such reasonable rates as the party of the second part may deem it expe¬ 
dient from time to time to establish. 

nUKATES AND DUAWBACKS. 

“ 1. To pay and allow to the party hereto of the first p.art on all petroleum and 
its products transported for it over the railroads of the party of the second part 
.and its connections the following rebates, and on all transported for other par¬ 
ties drawbacks of like amounts as the rebates from the gross rates, tho same to 
bo deducleil and retained by the party hereto of the first part for its own use from 
Uie amounts of freights, payable to tlie party of the second part. 

“ 0/1 the traneportation of crude petrolenm, 

[R(*bato per liarrol.l 
From the gross rate from any common point to— 


Cli'veland .. $0.40 

Pittsburg . 10 

New York . - -........ 1.00 

Phil.'idelphia. . ...... . l.()(! 

Baltimore. 1,00 

Boston.. 1,00 


“ From tho gross rate from all other points and the six places of destination la.st 
nanieil rebates tho same as on the rates from tho common points. 


“O//. till' traneporfation of refined oil, henzinr, and. other proilnete of the mavn- 
f act lire of petroleum. 


From tho gross rates from Pittsburg to— 

Now York......... $0. ,50 

Philadelphia. ,50 

Baltimore.. .50 

From the gross rates from Cleveland to— 

Boston.. .50 

Now York... ,50 

Philadelphia ..... .... ..50 

Baltimore.. . .50 

From the gross rates from any common point to— 

New York.. 1.33 

PhiliKlelphia...... 1.33 

Baltimore.. 1.33 

Boston,. 1.33 
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Now I will refer to page Tt. 

“From the gross rates to and from all points intermediate between the above 
points a rebate or drawback of one-third of the gross rate shall be paid. 

“ From the gross rates from Pittsburg, (lloveland, and other iioints to places 
west of the meridians of Pittsburg and Cleveland a rebate or drawback of one- 
third of the gross rates shall be paid. 

TO CltAttOE AI.I. OTIIKK PARTIES NOT I.ESS THAN THE GROSS RATES ABOVE. 

“ 5. To charge to all other parties (excepting such as are referred to in article 3) 
for the transportation of petroleum and its products rates which shall not be less 
than tliegross rates above specified, and should at any time any less rate be charged, 
directly or indirectly, either l.iy way of rebate, commission, allowninces, or upon 
any pretext whatsoever, the same reduction per barrel shall be made to the party 
hereto of the first jiart from the net rates provided for them on all transportation 
for them during tlu! period for which such reduction shall be made to others. 

“6. To permit the (larty hereto of the first part, if in its .iudgment the currents 
of trade should so rcciuire, temporarily to increase or diminish the proportion, as 
herein provided, to the party hereto of the si-coud part, for itself and its connec¬ 
tions, as the whole business of transporting petroleum audits products,as between 
the party hereto of the second ))art, the Erie Railway Company, and the New York 
Central Railroad Comiiany. The piu ty of the second part in such case to receive 
from the party hereto of the first part, in full payment or indemnity for the excess 
or deficiency, one-half the net schedule rates on such excess or deficiency, the 
other halt to be paiil pro rata to the said other companies whoso apportioned (pian- 
tity of transportation shall thus Ix) varicil; but such diversion of business shall not at 

anv time exceed 1 week, nor be repeated without an interval of at least ISI) ilays-“ 

I'hat provision means that if it became necessary, in order to crush out any 
particular individual, they had the right to exercise the privileges of clause (i; but 
it should not bo done for more than one week in each inicrval of .sixty days. 

“ Unless with tlie I'onsent of the pan y In-i-eto of the second part. Alst i that when¬ 
ever, from time to time, as afori'said.a temporary dii-ersiou of a part of the appor¬ 
tioned transportation of the party of the second part to tin' other railroads afore- 
sai<l, or to either of them, shall become necessary, car.s of the party of tlie second 
part may be loaded by the party of the first part and sent away over such oilier 
railroads, or either of them, Imt the cars so sent away shall be returned, without 
nnnecessary delay and in as good order as when taken, to llic railroads of the (larty 
of the second part, and mileage at the usual rates paid for their use while absent. 

“7. To furutsh with as much regularity as possilile at all times good and suffi¬ 
cient cars and other means suitable and necessary for the safe .md prompt trans¬ 
portation of all oriule petroleum and its jiroducts, eitlier bulk or in barrels, which 
the party licreto of the first part shall desire to send irom one jioint to another 
(and which shall lie supplied with as much regularity as iwssible) on or over the 
railroads of the party of the .second part and its connections. 

AU, DETAILS OK SllIP.MENTS HY OTHERS TO BE REKORTKI) TO THE SOUTH 
IMPROVEMENT CO.MPANY. 

“s. To make manifests ov waybills of all petroleum or its products tranaiiorted 
over any jiortiou of the railroails of the party of the second part or its connections, 
which manifests shall state the name of the consignor, the place of shipment, the 
kind and aotnal quantity of the article shipped, the name of the consignee, and 
the place of destination, with the rate and gross amount of freight and charges, 
and to send daily to the jirincipal office of the party of the first part duplicates of 
all such manifests or waybills.’’ 

Now, do yon understand that? Sending in waybills and everything connected 
with that shipment. The name of the shipper even must bo in that report. 

SlnJH REPORTS STIIJ. MADE TO THE KTANDARll. 

Just here I want to give you a samiilo. I want to state from personal experi¬ 
ence the carrying out of that contract within a brief space of time. It grew out 
of this; I shipped a carload of oil. I will not call the name of the road. 1 shipped 
a carload of lubricating oil and refined oil—that is to say, a mixed car—from 
Bradford, Pa., whore my little refinery is hxiated. to Dubois, which was a station 
down in the coal country, in Elk county. 

Q. (By Mr. Clarke.) When was this?—A. A little le^ than a year ago. I 
loaded this oil. and there was a gentleman who owned a sawmill in that section, 
and who had been an old aoiinaintance of mine for thirty-odd years; he was an 
employee of the road and is upon the road to-day. He runs the fast jfassenger 
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train uiion that road. He says; “I want two barrels of oil sent down to my 
mill.” I jrat those two barrels of oil on top of a carload of stuff. 1 took the pre¬ 
caution not to put the oil in that oar until after business hours. The car was 
sealed by the officer of the road. It was to have left the yard the ne.xt day. but 
through some mistake it did not leave. The ougineer got off his engine, and. 
without taking off his overalls, he camo up Main streiff to uiy office, and he said: 
"Who in the devil is giving away your business?” I said: " What'.s the matter?” 

Said he: “When Igototl my engine at Dubois,-said” (calling the engineer 

by name): “ ‘ You are buying oil from Emery. You have bougdit tw'o barrels of 
oil from Emery. I was :ulvised this morning by the agent at Dubois th:it I liad been 
derelict in my duty in not selling you that oil—in permitting Emery to .sell it. lam 
thre:itcned with disch.irge.'” The gentleman turned around to him and said: 
“How the hell do you know I bought any oil from thorn; and if I have, what busi¬ 
ness is it of yours?” Ho loft. Now, i swear t.h:it that oil was put in that car on the 
top of those harrehs without a single m.an's knowing anything about it e.xcojiting 
the man who put it in and my son, who has ch:»rge of the business. 1 say again 
that is only one instance of tho c.arrying out of tliis p:rrt of tliis section I h.ave 
read. I have no doubt, and I know in my own mind, that my business is fol¬ 
lowed to this day under tho provisions of that section, the same as it ivas in IMT‘1. 
I sjieak not for anyone else, o.xccpt as 1 speak of the evidence as set forth in Iti'f f 
atidlH.vO. Those cases arc numerons. It is not the only in.stanco. I could give 
you a hundred others it noccs,sary and tho iimo could bo tol<en, :md I say that 
altliough the charier of the South Improvement ('ompany was re))ea!ed and the 
provisions of thi.s contract wore annulled, they have been con.-<tantly carrieil out 
and are, in my opinion, being carrieil out at this very moment.' 

Now I am coming lo the most interesting article of all in this contract, and I 
call your particular attention to it: 

EtiUAb Ol'l'ORTUNlTlF.S TO “,\NY OTHHK I’.VKTV WHO KH.VI.L I•'L:KN1S11 A.N UvUAI, 
A.MOl'NT o|.' TnA.NSl’ORT.VTION.” 

'’Aiiricci-: TUiiin. 

“ And it is hereby further covenanted .and agreed by .and between the parties 
hereto that the rebates heroinboforc providod for the party hereto of the first part 
may be made to any other p:irty who shall furnish an ei(U!il amount of trans])orta- 
tiouand who shall posse,ss and use work’s, means, and facilities for carrying on 
and iiromoting the petrokmm trade equal to those possessed and u.sod by the narty 
hereto of tlie first p:iiT. ’ 

I desire to hare iiuostions asked upon that point. It has heei. claimed that any¬ 
body—yes, cvcryliody-conld enter the oil business. It is true, Imt they must outer 
the husiiiess as set fortli in tlio articles on pages 41 .and la of my pamphlet, 

“And it i;; hurehy-” I am re:iding article fourth. 

Q. (Hy Mr. Kknnkuy.) Why not give it to u.s, !Sen:itor?—A. It is a question 
that has Ijeeu denied upon the stand time and time again. 

Q. (Ily Mr. Fakquuak.) The statement wa:s made on this stand that the stand¬ 
ard (lil (lompany enjoyed no other or greater privileges tlian were enjoyed by any 
other company.—.4. That is true under that section. Now, here is a contract 
that provides for tho shipment of iietroleum. all of it, at that time: or rather, had 
the provisions of tlie coniract been carried out as sel. forth iu the charter, as well 
.as in tho articles of agreement, how in the world could anybody else h.ave that 
which they posso.s.scd themselves—.all the oil, all the rebates, and all tho transporta¬ 
tion? Would it have lieen possililc I'or yon to go into tlie hn.sinesa and ])Os.sess an 
equal anionnt of oil, equal facilities, eiinal rufinories, unless you liad behind yon a 
r,abroad eomp.iiiy as str'oug as tlie railroad comhiualioii itself? It w:is iinpossilile, 
absolutely impossible, tor any sot of men to go out and get equal coutracts, because 
they had'got all of the ro.ads then lo:idiug to the Atlantic coast and into the 
wo.stern country. There was no chance whatever for a man with a single [liiie 
line. I w:i.s a inanuf:icturer. I had my refinery at that time. 1 did not have 
eipial taeilities, and I could not get them. I was one of tho hundreils tliat went 
to tile wall under th.at contract, although it is said liy witnesses and cveryfiody 
else that it was rejiealod and went out of existence. Yon know, gentlemen, as 
well ns r when the fading of the husineas commenced. It faded from 1872, and 
it went out of existence in IM77, although tho contract was repealed: and I may say 
right here that tho Standard Oil t lompany was organi/.cd in (llevolaud. Ohio, and 
later on, iu 1872, it, with the Pennsylvania Railroad, tho New York Central, the 
New Y^iirk ami Erie, became partners in that arrangoment, iu that contract itself. 
How iu the world could I get equal I'acilities when all the railroads were iu tliat 
coinhinationV It was a moral iiniiossibility; nobody had an equal show. Is that 
an answer? 


1 -Sgo Mr. W'--' p. 4t>7, bottom. 
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THK WITNESS PAID THE OPEN OR (iROSS RATES. 

WuU, a little further. Can yon give testimony to this commission as to the 
rates whicli you paifi there at that time?—A. At which time? 

Q. At the time mentioned here. How much mare did you pay, or did you pay 
the open rate?—A. We paid the open rate. Although yon see it did not go into 
existence, I can jiroducf! you hills showing that I was charged ,53.0(1 fj-om my refin¬ 
ery on this oil. I say it did go into active operation in so far as freight was con¬ 
cerned. 

Q. Have you before now or at any time pi-oduced any of these bills?—A. No. 

cj. H.ave they ever ashed you?—A. No; ami I want to say this, that the bills at 
that time—now, I may be a little too fast in saying 1 can obtain them. We paid 
tlie open rate of freiglit, whatever it was at the time. That is whafcl say, and we 
went out of business in the latter part of bSTll; we were compelled to go out. But 
what I am dwelling upon is the fact that it was laid oi)en to the people of the 
country at that time. 1 went to Mr, Cassatt and made my complaint and said, 
‘■I can not do business.” He said to mo personally, “If you will give me the 
same amount of fri'ight that the Standard Oil Company do we will transport goods 
at the same price, ” 

(j. Did they ever make a proposition for yon to transport all your oil over their 
lines?—A. Not at that time. 

Q, Did they ever?—A. 1 went into the business the second time at the instance 
of the Pennsylvania Railroad, and they then drove me to the wall a second time. 

“AdAlNST LOSS OR INJURY HY COMPETITION." 

Now I will read article 4: 

“And it i.s hereby further covenanted and agreed by and between the parties 
hereto that the party hereto of the second part shall at all times cooperate, as 
far as it legally may. with the party hereto of the first part, to maintain the busi¬ 
ness of the party hereto of the first part against loss or injury by competition—'’ 

By conipolitionl Think of it! Didn't care anything about the other fellow! 

“To the end that the party hereto of the first part may keep up a remunerative, 
and so a full and regular business, and to that end shall lower or rai,so the gro.ss 
rates of transportation over its railroails and connections, as far as it legally may. 
for such times and to such e.vtent as may be nece,ssary to overcome such competi¬ 
tion. The rebates and drawbacks to the party cf the first part to be varied pai i 
passu with the gross rates." 

Practiced to this day. That jirovision is being carried out, and I desire to be 
iiuestionod on that point. Anyone in this land of ours, supposed to be a land of 
liberty and of free trade, excepting the tariff part of it—that system extends to 
Germany and foreign countries generally. 

UNFAIR TRADING PREVENTED IN (JER.M.VNV—INDEPENDENTS CAN DO HUSINESS 

THEItK. 

Q. {By Mr. Kennedy.) Right there. Senator, some of your business associate.s 
have testified before the commission that at the pre.sent time in Germany you are 
on aneiiuality with the Standard Oil Company?'- A'. Thanks to the Govenunent of 
Germany, we are, so far as our business goes, because Germany by law jiroliibits 
unfair trading and owns every mile of railroad in the great Empire excepting two 
in the south, and no such thing as discrimination is known. They go further. 
They invite you to come to the Reichstag and make complaint, or to its officers, 
■and I did in l.'a,).'). Oil was selling on the Rhine at 1.1 to Scents a gallon below the 
])rice on the Elbe. Our agent, who was afterwards purchased, was in a grievous 
situation, and we were putting up oil here and sending it to Europe jiractically 
for nothing. I have sold oil at my works to take care of that trade, competing 
with the Standard Oil Company or the Dentsche-Americanische Company, as low 
i» n cent a gallon—losing twenty, twenty-five, or thirty thousand dollars on a cargo 
of oil to maintain our agency in that country. Coinplaii't was made by our agent. 
Air. Poth. Hehandled at that time from four to six hundred thousand barrels. I 
traveled with him to Berlin and went personally before the entire ministry of that 
country, and in English I presented the case, and he interpreted my testimony to 
them and asked for help. We have been praying here from 1872 to this time, by 
the investigations of 1871. 1888, and the State of Ohio, and every State of the Union 
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where these people are known. We have snod for it in every logial.itnre of the 
country. Texashas waked up and she says; "Get out; wewon't liave you." The 
Reichstag of that country gave notice that there must be no unfair trading in that 
country. 

Q. (By Mr. Cn.tRKE.) No what?—A. No unfair trading, ft mu.st be on a fair, 
competitive basis. If it deviated from that, investigation would follow. Nolevy- 
ing of tribute! upon the Elbe citizens and advantages given to the Rhino. Prices 
were the same to all. 

y. How (lid they give that notice?—A. I can not tell you. 

Q. How do you know they did give notice?—A. I beg your pardon. I do not 
know that there was notice given. 

Q. You do not, know of any legislation on the subject?—A. Oh, no, I do not, 
but I understand, Mr. Clarke, th.at there is a law in Germany prohibiting unfair 
trading. 1 never read it. 

Q. Can yon tell me if there have been steps taken to obtain such information?— 
A. Now, i do not know but there has. 1 do know this, how(‘vor. .and 1 road the 
bill. There was a bill introduced into the Reichslag which w.as apiilicable entirely 
to the ((uestion of petroleum. It was considered and came up, but never has 
passed, tomy knowledge. There may have teen something passed since that time, 
however. But suffice it to say we find the markets of Europe on even tenure, and 
we are in competition, as Mr. Kennedy stated. 

THE DEUTSCHE-.yMEKIK.tNISCHE COMPANY BOUdllT OCT THE OKHMAN AOHNT OF 
THE INDEPENDENTS. 


But when I went there in 189(1 the Standard Oil Company, the Deutsche-A meri- 
kanische Company, had bought the last vestige of lankage in Gernniny they could 
get hold ((f. There was nothing left. 1 was sent there on three days’ notice by 
my company, with which I was connected at that time. I he United States Pipe 
Line Company, to look up the situation. We were herewith our filtisui refin¬ 
eries, wilh our pipe lino running .as far as it could toward the const—we could 
not go any farther because the Standard Oil Comtiany would not let us: but when 
I wont to Germany in April. 1.890, 1 went there on the report that Mr. P'otli, with 
all his tankageou the Rhino, on the Elbe, at Flushing. Rotterdam, and Amsterdam, 
had been handed over to the Deutsche-Amerikaniscdie Company. 1 do not know 
but the control btdongs to the Standard Oil Trustof America, They liad purchased 
a man that wo had supplied that oil to for four or five consecutive years, on whom 
we were dciiendent to take care of that m.arket, that wo might have the necessary 
money to run our refineries.' They had bought it—nothing loft. Where in the 
world wi' could place a single cargoof oil I did not know. ForUimitely enough. I 
su(;ceeded in selling three cargoes of oil to the Dreunehaveu Petroleum Company, 
which was then a Russian organization. 

NEW CONNECTIONS FOR TUP. INDEPENPENTS, 

Q. Russian?—A. Yes. That three c,Trgoe3 amounted to .about 90,000 barrels. 1 
immediateli- went to Holland and let a contract to Mr. King for the construction 
of tanks. Tile city of Hamburg welcomed me there. They convened their con¬ 
gress in e.vtra session and passed a law that they would furni.sh me gronnd upon 
wliicli to build my tanks; and the contracts were let and the tanks fini.shed in 
Ocbdwr, thank God, and our vessels went into the harhear with our petroleum. 
From there 1 went to Amsterdam, and they were con.structing those tanks for us, 
hecansB they wanted comiietition in the business. No comiietition i.s shut out in 
that country; no discriminating rates on the railroads in Germany; none on the 
canals. 

CONTRAST BETWEEN CONDITIONS IN GERMANY AND CONDITIONS IN THE UNITED 

STATES. 

I say to-day, with my years of o.vpericnce in that country, it is one of the best 
governments on the face of the earth, because it looks out for the individual and 
offers him a helping hand. Do you get it hcri*? No, 

I am asked to come here to-day to go into matters I have been connected with 
from boyhood; not to injure Mr. Henry Rogers or Mr. .Tohii I). Arclibold, my 
friend for thirty years, or any others connected with it. God know.s I would not 
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harm a sinjile hair in their heads. I will tell yon my side of the story, from thirty- 
fonr years of experienee in the husiiics.s. and from participation in the politics of 
the State of Pennsylvania—which perhaps is a credit and perhaps not. Whatever 
I may do or .say here, it is not from malice of the heart, though perhaps it may be 
a mistake of the brain. 

Q. (By Mr. Khnnepy.) I asked yon that qtiestion because I thought you said 
thi.s practice of exclusion was being followed in this country, Uermany, and el.se- 
wliere.—A. I did not say that it was followed in (ierinany; or, rather, it was 
attempted in Germany, but is not permitted there. We ask you to prevent it 
here. This Stiindard Oil Company is the parent trust of .America. Wo in the oil 
business have had the experience of the struggle with monopoly from 187ii to this 
time. Now. whose toes are being pinclu'd? Not the oil interests alone. It is not 
the ignorant oidy who are complaining. It is not the strikes of thti coal men or of 
the railroad men or of the factory men alone. It has come to the intelligent part 
of this country. I wish to help yon in every possible way to remodel our laws so 
we can all live, and if you don't the results are going to be very serious. 

SiaX'INrt AND RATIFICATION OK THR SOUTH IMI'KOVEMENT COMPANY CONTRACT. 

Now, I did not intend to go oil into those remarks not pertinent to the question. 
I do not know that it is necessary for me to read the rest of my pamphlet; but I 
desire to return to jiage t-s, and 1 will end it up by saying this contract was 
signed—look at pago l.s and you will see the name of P. H. Watson. 

Q. (By Mr. FahvUu.i u, ) Did you intend that article a should be left out of your 
testimony?—A. No, let the contract go in, if you choose to have it. (Jut out what 
you want to. I do not care, except as to the vital poinls. I just do not want to 
take iqi the time to read the rest of the contract. I simply want to showyou that 
this contract was signial ami this original copy has been in evidence —P. II. \Vntson, 
for the South Improvement Company, president, and the Pennsylvania Railroad, 
by .1. Edgar Thomson, president. 

C^. (By Mr. Pini.i.ips.) Have yon re.ad all yon desire of that contract?—A. Yes; 
I want to .show that this contract was executed. Now, I understand that it has 
been stated on the witness stand here that this contract was never executed or 
went into effect.' 

t^, (By Mr. Earquiiau.) That statement was made broadly here.—-A. Now, 
P, H. Watson testified in Wasliington, in 1872, on the ath day of April. Mr. Wat¬ 
son was president of the Soiitli Improvement Company, as I have shown in this 
agreement, and in this book of mine. I desire to read you (reading): “Q. Was 
tliero a ratification by the company of your contracts with the railroad-” 

C^. Will you state the book and the page?—A. Well, now, this is an investigation 
in 1871 here in this city. 

Q. Before Congress?—.\. A’es; the Congressional investigation. 

(^. What session ami what eominitteu?—A. Well, I can not tell you the session. 
It IS dated Washington, D. C., April .1, 1872, if anybody knows the Congress and 
the dates: and it is in the archives, I know. 

Q. It is an official d<x;nment?—A. Yes. 

Q. That is all I want to know.—A. Mr, Watson was testifying as to the South 
Improvement contract that was agreed upon lietweon the I'ennsylvania Railroad 
and the two Northern roads, the New York Central and the Erie. Tliis is the con¬ 
tract which I have read a portion of. This book is precious. Nobody could buy 
it for 87>,(l()0, and I do not want it to go out of my hands, because it is histoi y that 
is scarcely in existence. (Reading:) 

'‘tj. Was there any ratification by the company of your contracts with the rail¬ 
road company? ” 

Now, this i-efers to the South Improvement Company. (Reading;) 

" A. Yes; they were apiiroved by the board of directors, as appears in the min¬ 
utes and as I am informed, it having been done at a meeting at which I wa.s not 
present.” 

That is all I need to read. They were executed—" it having been done at a meet¬ 
ing at which I was not present liy the iioard of directors. The contract was 
executed and when it was executed it was in force. It has been stated in testi¬ 
mony in 1888—1 did not take occasion to refer to this at the time; 1 did not think 
it was of so much importance. But I say that the Soutli Improvement contract 
was executed by the hoard of directors, as stated by the evidence of Mr. Watson, 
but he was not present. That is an answer to the testimony. 


I Compare Mr. Arcbbold, pp. IrW), 5511. 
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OFFICERS AND STOCKHOLDERS OF THE SOUTH IMPROVEMENT COMPANY. 

Now, then, who were the officers and .stockholders of the South Iinproveincnt 
Company? This is the testimony of William G. Warden, in Washington, March 
80, 1873 [reading]: 

“ Q. Can you give the list of the stockholders of the South Improvement Com¬ 
pany?—A. 1 can give them from the minutes. They are as follows, Mr. Warden 
being secretary: William Frew, 10 shares; W. P. Logan, 10 shares; John P. Logan, 
10 shares; Charles Lockhart, 10 shares; Richard S. Waring, 10 shares; W. (i. War¬ 
den, 17.7 shares; O. P. Waring, 47.7 slnares; P. H. Watson, 100 shares; H. M. Flag¬ 
ler, ISO shares; C. 11. Payne. 180 shares; .1. A. Bostwick, 180 shares; William 
Rockefeller, 180 shares, and John D. Rockefeller, 180 shares.” 

THE MEN WHO OROANIZEU THE STANDARD OIL TRUST. 

Q. (By Mr. Phillips.) A good many of those afterwards became shareholders 
in the Standard Oil Company?—A. The people who organized the SLuidard Oil 
Company wore .as follows: 11. M. Flagler, 0. H. Payne, William Roekofeller, H. 
Bostwick, .and J. U. Rockefeller. All these persons were stockholders of the 
standard Oil Company at. the time it went into e.xistence. and they wore the men 
who formed the South Improvement Company. I say that under oath; I know 
the people. The poo[)le who composed the South Improvement Company were 
finally the peoiile to organize the Standard Oil Conip;iny of Pennsylvania. 

IHFFERENCi; BETWEEN STANDARD OIL COMPANY AND STANDARD OIL TRUST. 

Q. The stand,ard Oil Trust'.’—A. The Standard Oil Trn.st. Lot mo explain the 
difference. There are, T think, in the United State.s some 38 Standard Oil com¬ 
panies miller regular organization. For iustam e, it is the Standard Oil Oompany 
of Now Yorli. t he Standard Oil Comp:uiy of Pennsylvania, the Standard Oil Com¬ 
pany of (Iliio, tlie Standard < )il Company of Delaware, of Maryland, of North Caro¬ 
lina, SontliCaroliria. 'I'es.as, California, and whatnot; but the Standard Oil Trust. 
•■IS I undersland, controls the wliole. So distinguish tlie dillerence between the 
St.andard Oil Company and the Standard Oil Trust. I have reference now to the 
Standard Oil Trust. 

(Wliereu])OU tlie commission took a rece.ss until 3 p. m.) 

Wj'.siiiNiiTON, D. C., Si’ptemh'i' U. !S00—}fon(l<iy.p. m. 

Commis.sion reas.snniblcd at 3 p. in. jinrsnant to adjournment, Mr. Phillips 
liresiding. 

Lewis F.mekv, jr., again on tho stand, and examination resumed. 

now THE NATIO.NAL TRANSIT COMPANY (STANDARD) OOT THE SAME CORPORATE 
POWERS THAT THE SOUTH IMPROVEMENT COMPANY HAD HAD, 

Q. (By Mr. Phillips.) Senator Emory's testimony will he resumed, and he 
will proi-eed to make his statements in his own way.—A. Mr. tHiairman and gen 
tlemen of the commission, there seems to be some misunderstanding relative to 
tile ciiarter under wliich tlie Smith Improvement Company was organized and 
the charter under which the National Tran.sit Company is organized, it being one 
of tho sever.il companies of the Standard Oil Trust. I desire to say that all the 
privileges granted in tlio South Improvement Company’s charter wore also 
granted in the clnirtor of the National Transit Company. Both are in the same 
terms. Eacli is what is known as tlie Pennsylvania Company charter. I desire 
to prove my assertion. I will refer first to page 17i of the book that you have 
before you.' (Reading;) 

When the popular e.xcitoment raised against tho South Improvement Com¬ 
pany. which resulted in tho repeal of the act to incorporate it, had subsided, the 
trusts for tho purpose of its transportation business in l>ennsylvania, secured a 
franchise substantially as follows: An act to incorporate the Overland Contract 
Company was apjiroved March 33, 1871.” 

This was just previous to the act of incorporation of tho Sontli Improvement 
Company. Tho South improvement Company’s charter was passed on the 6th of 
May, 1871, and the Overland Contract Company’s charter, under which the National 

1 Mr Emory’s iiampldet, " Lewis Emory, jr., to tho Industrial Commissiou, IStWI.” 
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Transit Company is now organized, was passed March 23,1871, before the passage 
of the South Improvement Company’s charter. 1 desire to get that plain before 
the commission. (Reading:) 

“ Letters patent wen'granted them April .1,1871. On May 10,1871, they changed 
their name to tiie Southern Railway Security Company. _ They owed the State of 
Pennsylvania one-iiuarter per cent bonus on their capital stock, an(l for this 
debt, after a compromi.se had been effected, it was sold by the sheriff of Dauphin 
County to John W. tiimonton and Marlin E. Olmsted tor $16,3.’il on March 8,1881, 
upon a,iudgment entered September l:i. 1881." 

This judgment, was entered bv the Commonwealth of Pennsylvania. (Reading;) 

“April BS, I8.SI. said .lolm W.'Simonton and Marlin E. Olmsted sold it toClernent 
A. Griscom, Thornton Pike, Elihu Roberts. W. H. Curtis. William R. William¬ 
son, .1. W. Sinionton. and M. E. Olmsted. On April 14, 1881, under this charter, 
the National Transit Company was organized." 

I read from a book in the supreme court of Pennsylvania, eastern district. No. 
3,’)7. .lanuary term, 18!17: 

“National Transit Company and .1. C. McDonald, appellees, reruns The United 
States Pi[ie Line Company, ajipelhmt. Ai)i)eal by the defendant from the court 
of common pleas. McKean County, .sitting in e(|uity. October term, I81i(i. Paper 
book of the apiwllant. .1. W. Lee, W. E. Burdick, solicitors for the appellant." 

1 desire to read from this book, and whatever I read from it, so far as this char¬ 
ter is concerned, is a transiTipt of tlie record of the department at Harrisburg, 
certified to by the .secretary of state, so that the ovidcTico I slmll read is absolute 
and can not be (luestioned,' I lirst desire to read on page I'’!! of this book: 

“Commonwealth r. The Southern Railway Security Company. Resolution of 
comp:iny li.xing the amount of ca[)ital stock. Southern Railway Security Com¬ 
pany, in account with the Commonwealth of Pennsylvania.’’ 

Mind you, this charter hay for a long time in the arciiives of the State. It was 
discovered, and it was purciia.sed by tiie parties 1 have named. (Reading:) 

"Southern Railway Security Comi):iny. in ;iccounl with the Commonwealth of 
Pennsylvania, debtor, for bonus on charter, per act of M.ay 1, 18118. Amount 
charged in settlement in Alay'hi, I8B!, 8',’.‘).U00. Capital stock, 87,788.1.50 ai)pear3 
through certiticate lierewith liled. Bonus of one-(iua.rter of I jrer cent on said 
Kipital stock, 818,170.5;, making a total debtor charge ,8hi, 170.87. Credit by ))ay- 
mentin the charter Marcli iO. 1.871, .813.5. By settlement of Mays. 18;o, hereby 
superseded, .83.5.OOO. Deducting Ihocri'dits. 835.135, from 8h>.470.;!7, due the Com¬ 
monwealth, .8I8,:'.45.:17. Attorney-general's office, ilarri.sburg, April 35, 1870. 
Settled and canceled. Harrison Allen, attorney-getieral. Treasurer'.s office, 
approved. W. K. Hitt, for W. Mackley, State trea.surer, B. IC Newcombe, 
treasurer Biiltimore ami Ohio. Indorsed, bonus on charter, account of the South¬ 
ern Railway Security ('omi)any. resettle:! April 5, 187.5.” 

Now. I do not think it is neces.s:ir>- for me to go further with this, only as show¬ 
ing the sale, and I have shown yon already that this identical charter was bought 
from the Stale by ,1. W. Simonfon and Marlin E. Olm.sted for 810,351. This is a 
copy of plaintiff's exhibit in this suit, called Exhibit A. This is offered by the 
National Transit Company. (Reai ling); 

“National Transit (..'ompany charter. An act to incorporate the Overland Con¬ 
tract Company an<l to define the powers thereof. Be it enacted by the senate and 
houseof representatives of the Commonwealth ofT’cnnsylvania, in general assem¬ 
bly met, and it is hereby enacted by the authority of the same.” 

Mind yon, now. the same persons got the charter in this one as in the other. 
“ S. S. Moon, R. D. Barclay, .fohn A. Fowler, or a majority of them, their asso¬ 
ciates, successors, and assigns be, and they are hereby, authorized and empowered.” 
Same incorporators as the South Improvement Company, you will note. Apjirovod 
the 7th day of April, A, D. 1870. Statements as made herein were specially and 
particularly set forth.' 

THF. PENNSYI.VAXI.y COMPANY’S OHARTEK. 

Now follows “an act to incorporate tlie Pennsylvpnia Company ’’ under that head 
which I have shown yon was changed to tlie name of the Southern Railroad Secu¬ 
rity Company, and ttnallywasclianged to theNational Transit Company. (Read¬ 
ing:) 

“ Be it enacted by the senate and house of representatives of the Commonwealth 
of Ponnsyvania in general assembly met, and it is hereby enacted by the authority 
of the same. That Andrew Howard, .1. W. Swartz ”- 

Plea.se refer back in my pamphlet and notice that I am not making any state¬ 
ment incorrectly, and follow mo and see if the act is not just the same as that of 
the South finproveinent Company. What I desire to shoW to this committee is 


See pp. 607,1509. 
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that the privileges exercised by the National Transit Company are the same as 
those set forth in the charter of the South Improvement Company. Tlioy are 
enjoying all the privileges and immunities that were granted by that law. 

y. (By Mr. RATCHroiin.) What page is that?—A. Seventh page. 

Q. (By Mr. Piitr.ui’S.) You can read the two paragraphs to identify it.—A. I 
do not want any mistake because I am making the statement very broadly. This 
is it, the same identical charter, page (i, to the South Improvemont Company. 

Q. You will leave this with tlio commission to show that it is tlic same?—A. I 
will illo this book under the seal of the court. 

Q. It is quite long and will take time to read it?—A. I will r(>ad the .second .sec¬ 
tion if you will please follow me through. This which has been repealed is the 
same as this. If there is any difference 1 want yon lo state it. (Beading:) 

“That the corporation hereby created shall have laiwer to contract with any per¬ 
son or persons, firms, corporations, or any other party, howsoever fornied, (existing, 
or that may hereafter exist in .any way that said parties or any of tliem may have 
authority to do. To build, construct, maintain, or manage any work or works, 
public or private, which may tend or be dc'signcd to improve, increase, facilitate, 
or develop trade, ti'avel, or the transportation and conveyance of freight, live stock, 
passengers, andany other traffic, by hand or water, from or to any part of the finitod 
States or the Territories thereof; and the said company sliall also Ijavo power and 
autliority tosnpply or furnisli all needful materiid, labor, implements, instruments, 
and iixture.s of any and every kind wliatsoever, on sucli terms and conditions as 
may be agreed upon between the |)ai'ties. ro.spectively. and also lo pnrclia.s((, erect, 
construct, maintain, or conduct in its own name and for its own benefit or other¬ 
wise any sucli work, public or ])rivate, as tliey may by law bo aulhorized to do 
(including al.so herein lines for telegraphic commuiiicati((n), and bj aid, coesporate, 
and unite with any coiiiiiany, person, or firm in so doing. 

“Section;!. The company liereby created sh.all also have tlie power to make 
purcha.sos and sales of, or inve.stments in. tlie bonds and securitie.s of other cerm- 
panies, and to make advances of money and of cixatit to other companies, ami to aid 
in like manner contractors and nianufactnrers. and to receive and hold, on deposit 
or as collateral, or otherwise, any estate or property, real or personal, including tlie 
notes, obligations, and accounts of individnals and companies, anil the same to 
purclmse, collect, adjust, and settle, and also to pledge, sell, and disiiose thereof, 
on such terms a.s maybe agreed on hetweeii them and the parlies contracting with 
them; and also to indorse and guarantee the payment of tlie lionds and the per 
forrnance of tlie oliligations of otlier corporations, (inns, and individnals. and to 
a.ssiime, liecomc i'e.s[ion.sible for, e.xecute. and cany out any contracts, leases or 
subleases made by any company or eompanies, individuals or linns wliatsoever.' 

Please return to section iirst; I want lo got rid of reading as mueli as possible. 
I will read the first section. (Beading:) 

“Section 1. ilo it enacted liy the senate and house of representatives of the Pom- 
nionwealtli of I’ennsylvania in general a.ssembly met, and it is liereby oiiacteil liy 
tlie authority of tlie same, that Andrew Howard, .T. S. Swartz, <1. B. Edwards. .1. 
D. \Velsto, and .1. T. Malin, tlieir associates, successors, ami assigns, or a majority 
of tliem, he, and tliey are hereby, authorized to form and bo a hoily corporate, to 
he known as tlie Pennsylvania tiompany, and by that name, style, and title shall 
havo iiorpetnal succession, and all the privileges, I'raiiehi.si's, and imniuiiities 
incident to a corporation: may sue and bo .sued, implead and he impleaded, com¬ 
plain and defend in all courts of law and equity, of record and otlierwise; may 
purchase, receive, liold, and enjoy, to thorn, tlioir successors and assigns, ail such 
lands, teiiemont.s and leaseholils, estates and lioreilihimeiits, goods and chattels, 
securities and estates, real, personal, and mi.xed, of what kind and qualify soever 
as may be necessary to erect deiiots, engine lionses. tracks, shops, and otlier luii'- 
poses of said corporation, as hereafter delined by the second section of tills act, and 
tlie same from time to time may sell, convoy, mortgage, eiicumhor, charge, idedge, 
grant, lease, sublease, alien, arid dispose of, and also make and have a common 
seal and the same to alter and renew at pleasure, and ordain, establish, and jiut in 
execution such by-laws or ordinances, rules and regulations as may he necessary 
or convenient tor the government of the said corporation, not being contrary to 
the constitution and laws of this CommonweaUli, and generally may do all and 
singular the matters and tilings which to tliem shall appertain to do for the well- 
heiiig of the said corporation and the inanagemeiit and ordering of the alTairs and 
husinessof thesaine; provided, that nothing herein contained shall lie so construed 
as to give to the .said corporation any hanking privileges or franchises, or the 
pri vilege of issuing their obligations as money. ” 

Now, gentlemen, they were afraid of repealing the (Constitution of tlio United 
States, or else they would have put in the privilege of Issuing money: they have 
put ill everything else. 
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O (BvMr Ci-ARKE.) How ilo yon know that. Senator? A. Why, by the read¬ 
ing of toS.Cy havegot theright to do anything else; theycla.m they have; 

that is what it I'cads—to do anything they have a minn to. , 

D. (By Mr. Fakvuhar.) Is it a rnie to withhold troin corporations banking 

pr^ileges? This same danse is inserted in the charters ot all corporations which 
m-e not banking corporations?—A. It is witlnn the province of the United States 
to authorize the issue of money. . . 

O Is it not a fact that all of our State laws, m the act ot incorporation, contain 
thisdause that would shut out lianking privileges?—A. Not being a lawyer, 1 do 
not know. 

IDENTITV IN TERMS OF TUB SOUTH IMPKOVEMRNT UOMl'ANy'S OHAIITER AN!> THK 

E. XISTINO CHARTER OF THE NATIONAL TRANSIT I'OMFANV—POWERS I.N' OTHER 
STATES. 

O. (By Mr. Kenneuv.) What does this moan? Docs it mean anything more 
than any other corporation might do, or business man?—A. Oh. no; 1 only want to 
show you that the same law that was repealed, known as the bouth Improveinent 
Company law, was identical with this. This is one and the same thing; the pinn- 
leges that they had under that law in tST2 they have at the present tune under 
this law. That is all; that is what I wanted tasay. . 

Q. (By Mr. FaroUHar.) One point on that. Senator. These are privileges 

granted'by the State of Fenn.sylvania?—A. Yes. 

O. There are twenty or more organizations ot the Standard Oil ( oinpany. 
Coiild any ot the other orgpizations ot the Standard Oil Company take up these 

^'o'y^est under the State^of Ohio, for instance.—A. This law says they can; tliey 
may go into any other State. It :says so. 1 do not know whether they can legilly 
or not: hut that is what it says. The Pennsylvania Railroad runs-tlie 1 ennsyl- 
vania Company runs through a portion of Ohio, does it not.- 

O (By Mr. Harris.) That is under a separate organization. One is tallul the 
Pittsburg. Chicago and Fort Wayne.—A. 1 understand that the 1 eimsylvaina 
Railroad enjoys all these privileges, although they may be in iireigii Mates iin^r 
the Pennsylvania Company s charter. 1 will submit that to thela\\)ers. w 

**'Q^(By Me FarQUHAR.) The only question is this: Whether the Stnnd.ird Oil 
Company, with all its franchises, could enjoy all the privileges which 
by this charter in the State of Pennsylvania in any oilier State? -A. Subject, L 
suppose, to the Stat.; law. I think that would be perhaps the proper answer to it. 

O (BvMr Puit.LiPs.) Please proceed.—A. Now, geiithanen, 1 have gone back 
to correct this. I want to show just exactly the identity of these two biwsy one 
repealed and the other in e.xisteuce, because the qiieslion was raised ‘kV two or 
three of the conimissioners whether the one charter was Iim' the othiu. 1 think t 
have proved that to them satisfactorily by reading Irom this book, and 1 will have 

that book with the commission when 1 go. ^ n <- i,„.,ici. ti,„ 

O (By Mr. FAUquilAR.) Would it not be well to suggest that you Inrnish the 
comiiiissTon chronologically with the ilates, if you can, ot these vanoiis charters.— 

^O^^Tho^oS^n of them, the change of name, and the year and month, if yon pos- 
sihlv can, so that we may see the connection and the interest that iollows Irom the 
beginning clear down to the end?-A. I am prepared to give you all that. 

Q. (By Mr. Phillips.) 1 tliiuk that tho commission would like to have )ou 

Farquhar. ) I know you can,because I find the dates on luige loi.— 
A. This book contains a vast amount of knowledge on everything tli.at you have 
asked, compiled in legal form and with an affidavit of the secretary of the Com¬ 
monwealth as to its correctness, so you may not be misled or go astray. 


AMOUNT OF AMERICAN OIL USED IN EUROPEAN COUNTRIES. 

O Where you have spoken of the opposition and interference of the Uerinan 
government, could you give tho commission an approximate statement ot the oil 
sold in Germany at that time by tlie Standard, by all the Russian companies, and 

bv the independents?—A. I can give the statistics. ^ 

0 That probably is in your mind?—A. No, 1 can not do it hero. Icanmveyou 
the statistics of the sales in the German Empire; I know roughly what they are 
now I know that the German Empire consumes, at the present time, 0,000,000 or 
7 000,000 barrels a year of the American production. 
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Q. (By Mr. Pim,ups.) About howmucli is furnishedl)y theStanilard Oil Com¬ 
pany and by affiliated compaiiifts, and how much by tnis company you have organ¬ 
ized?—A. I knew the statistics two years ago. About (i.OllO.iioO Rirrels of the 
American product was consumed in (fermany; Great Britain was using IJ,000,000 
barrels; France was using about t',000,000 barrels; Norway and Sweden were con¬ 
suming about l.ilOO.OOO kirrels; Denmark, about 000,000; Holland and Belgium, I 
forget.' 

Q. What proportion of the oils of the Russians and the Standard were sold there 
through bsy.) and IsOO?—A. The Stand:ird sold ail the American oils in these mar¬ 
kets with the exception of whatw.-is taken in by our independent companies. I 
think the hirgest exportation we have ever made—in fact.iii IS'.il, 1 think, we sold 
over there about -100,000 barrels, and up to the time Mr. Both was i)urchased by 
the Americanische—I think our sales wore about 700,000 barrels. 

ATTITUDE OF TUK UUSSIANS TOWAlin COMI’ETITION AND ItEUUI.ATION ]N UEiiMANy. 

Q, You sjioke of regulations m;«lo by the German government there. Did 
those cover tho competition between the Standard and the Russi;ui3?—/V. In what 
resiiectV 

y. In respect (o fair competition.—A. The Russi;ins were in just ;>s laid a posi¬ 
tion as we were. They were indepeiident ;it that time. 

O. Would y ou (;are to st;ite whether, if the Standard then hud the m.arliet there, 
boni the independents and tho Russians were desirous of having this free compe¬ 
tition?—A. I do not understand you. 

C^. That is, ;iro W(; to tiiiderstand that the Russians, ;wwell ;i3 the indepondeiits, 
wanted recgilication from the German government of unfair competition from the 
Stand.ard?—A. Ido !iot know what tlio Russian government ditl. I know th,at 
wlien I w.as in Ibirope 1 wcnit on to St. Reiersburg and bail a conference with Mr. 
Nobel, and also with the itrirne minister. Their view.s wore jnstihe s;uuo as ours, 
that iliey were under an unbiir competition and would like to si e it rectilied. I 
went there to seo if something could not be done, and 1 brought .American iii- 
llutmco to liear on tin; Reichstag to see if .soim'thing could not be done to correct 
it. The whole question \v;i3 laid l)eforo tlie prime ministi'r of Russia and Mr. 
Nobel to find out from the Russi;ins if tin- conditions existing in the trade were 
tho same to ;ill. 

liKUMAN UKqUl.ATIONS—(it)VEItNMHNTA], EXAU tN'ATK>N OF Atg.'OUNTS WOULD HE A 
(iOOl) TIIINO lIEIin. 

Q. (By Mr. Ken.n'edy.) Did you get a ch;irter in Germ;uiy from tlie imperial 
government?—A. No: the right to sell only, and then we are re(iuired to file our 
organization or charier. We only get lii;ense to become merchants, that is all. 

Are your business atf;iirs tiieii suliject to the supervision of the German 
officials?—A. Ob, yes. 

y. Inspection of your books?—A. Y'es: whatever thelaw is we have to conform 
to it. I do not know whnllier tltat is tlie l;vw; wbetlii.'r they c.an go to our books 
or not. Whatever the law i.s. th:it is the situation in wliicli we are jilaecd. We 
are glad to Inive them cx.amino our ;vfrairs. Even iii this country I wish some¬ 
thing of tiiat kind could be established, that till tho books of these corponilions of 
every kind should be cx:imined. 

y. Would you like to see the nation.alization of the corporations doing inter¬ 
state Imsincss in tliis country?—A. Well, I heard this question lirouglit forth the 
other day in tho evidenee of Henry Rogers. I am not prep;iroil to say; I have not 
studied tlie question. I do not know :il)out tile Englisii iaw' controlling corpora¬ 
tions or about tlie c;ipitalization or the constitution of business in England, e.vcopt 
to a limited extent. 

(UfAliACTEll OF EXPORT OIL AND OIL FOR DOMESTIC USE. 

Q. What is tho quality of tho oil exported from this country to Germany and 
other European countries?—A. b!' Abel, nr 113 fire test. 

t^. What is the quality of oil generally consumed in tliis country?—A. About 
130 'to 150'*. 

Q. So it is an inferior grade of oil sent abroad?—A. No; it is oftentimes a very 
much better oil than we get hero under liiO . Lot me explain. 

' Comparo Mr. Mr. Arehbold.ii.rbW. 
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HEARINGS BEFORE THE INDUSTRIAL COMMISSION. 


METHODS OF niSTII.UNO OIL-THEY ABE THE SAME AS IN 1860. 

I want, to state hero particularly, and I want you to understand my statement as 
a niiinufactun r of oil from ISCT to that the Standard Oil Company are not 
hencfactors amt never have been benefactors. It the business had Iteen open to 
the community, and the people entcaged in it with their brains and ability, the 
development that has come uj) to this present time, I claim,could have been made 
twi( e a.s (|uick as they have made it. Why do I say so? Hccause «i the year 1872 
our company, known as the Octave Oil Company, was the ownerof one of the best 

retincries on the <tri (;k—Oil Creek—right ojiposito tlml of-& Co., the 

company being .lohu D. Archhold, who was on this Bteiiid. and others. Wo had 
every device at that day for making an illuminating oil of good (juality lhat we 
have to-day.' We had stills that held from 100 to :!,()0tl barrels, Mr. Archbold 
having the largest still that ever fire was put under, holding .'i.dOO barrels of crude 
oil. To distill oil is not ditlicult. It simply means that if yon build a tire under 
thiit glass I indicating!, su\>posing it was oil, and you inclose it, the steam comes 
out—the vapor. Tttat is all we do in nuaking oil. We put it in these great cylin¬ 
der stills, and the cylinder stills of 1870, 1808. 1805, and 1800 were the same as the 
cylinder still of to day. There was what was known as the cheese 1 k),x, wliich sot 
up like a cheese bo-v, with a grated bottom to make a fire on. But we have gone 
back to the old system. In spile of the modern improvements tliese people (daim 
to have injected into the bnsiness we are back whore we were in 1851). We put a 
fire under it, the vapor rises off and gives first the lighte.st possible oil. the cymo- 
geno; the very lightest, like carbonic-acid gas, and the moment it conies to the air 
it is gone. Ne.vt wo come to tlie next liglitest, gasoline. Then we come to the 
naphtha, and then we come on down, if you choose, to the heavy benzine. The 
lighter iiarts come off' first, from which are made the various light products that 
are in tlie market, such as you use in the gasoline engines and in the kitchen to 
cook witli ,and such as are used liy chemists and druggists and the commercial 
trade. Then you come to the illuminating oil. 

MEANINfi OF ••IK)"” OIL IF PKOPKKLY KEFINED, THERE IS NO BETTER, 

The fh'.-it illnminatingoil is the lightest, HO oil. You may recollect that vveluid 
in this country a general law of the States reejuiring oil to he of 111) fire test. 
That means tl)al. imtting tin- oil in a certain kind of instrument, it has to lie 
heated to 110 before it will burn. It may llasli at 85 , but would go out. You 
go on up to 11b .aud it burns. That is the burijing test, the Hash test being at 
8.5 . 'that is the w;iy oil is tested. It went on for ye.-u’s and ye.-irs, until the 
advent of this Soufli Improvement Company and Standard Oil Comp.aiiy. That 
remained a law of the old States, and the law was gomi. There was no adultera¬ 
tion of it. Perhaps ailiiUeralioii is not llie term. When 1 say oil is adulterated 
1 mean it is not properly refined: it is not properly broken ii]) by lieat; the paraffin 
is not taken out of it. Oil may retain a vast amount of paraffin, and show under 
the law 110 , but its burning properties are not good. Oil properly refined under 
the 110 sj sti^m is the best oil you can ))ut into your bimiis. Tho German govern¬ 
ment—tlu^ entire German Empire- tlie Kingdom of Norway and Sweden, Doii- 
mark, all these countries require no other than 110' or Til Abel. That oil is not 
inferior. Neither the German government nor any other governineiit on that 
side of the world will permit you to send in an inferior article. There is an edu¬ 
cated chemist at every distributing depot in that country, who tests that oil and 
carefully weighs it, and give.s it the proper fire test; and it must jiass according 
to the reiiuirements of the law. That is one reason why the Ohio production has 
been practically ruled out of Germany because of its quality. Tbe great Gorman 
Empire and other countries are depending to-day. under the laws, uiioii the Amer¬ 
ican product, because Pennsylvania and a portion of eastern Ohio and southern 
New York and West Virginia produce tho best oil in the world. 

SULPtltrU CAN NOT UK GOT OCT OF OIL; THEBKKOUE OUR) OIL CAN HARDLY HE 

SOLD IN EUROPE. 

Q. (By Mr. Kennedy.) The Standard jieople on the stand claim they have 
processes now for eliminating sulphur and other impurities from the oil and mak¬ 
ing it equal to the Pennsylvania oil.- Is that true?—A. 1 say here, as a refiner and 
a man who has in his employ as good a chemist as there is, that they can not do it, 
and they do not do it. You can not eliminate sulphur. It will come back in some 
form. Canada has been working on it for the last thirty years and siient untold 

* Seo Mr, Boylo, p. KIT. i Mr. Archhold, p. 5:32. Compare Mr. (fall, p, 672. 
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mUHonS, And sbe biia ^evdr able to accomplish it entirely. It baffles all 
eoieace to eradicate, and is detected by the chemists in Europe as quickly as pos¬ 
sible, nnlegs it may he mixed with Pennsylvania oil. That has been done before. 
The high-grade petroleum oils are used to supply the European countries. Aato 
what goes to India and what goes to China I am not posted; but I do know what 
goes to the other countries, and they expect to get an absolutely pure oil. The 
consumption of Ohio oil is confined to the United States and Mexico, and perhaps 
to some of the other southern countries. I do not know about that, but the mar¬ 
ket is not in Germany to any great extent. 

CHAEACTEE OF EXPOET OIL AN1> OIL FOR DOMESTIC DSE (RESUMED). 

Q. (By Mr. Clarke.) How is the grade of oil determined, if not by the fire 
test?—A. What do you mean— the smell? 

Q. Whether the high grade or the low grade?—A. The oil in its grade is desig¬ 
nated by fire test. For instance, 110° oil is what we term the ordinary export oil, 112“ 
test; 1IW° test is supposed to be a bit better in quality; 150 test is the common oil 
used in this country, and is a little bit better. Themakingof 150” oil is just exactly 
like making what they call patent fiour. It is the head of the bolt. I am a miller 
by trade and acquainted with the making of flour in the modern way and the old 
way. If you want patent flour, you have to take the head of the bolt or cream of 
the wheat. Yon can get a certain limited amount of patent flour out of 100 pounds 
of wheat; so you can get a certain amount of 1.50 or 175' oil out of a certain amount 
of petroleum. In this country, I will say, we take off what we call the higher 
grade of oil and the lialance is sent to Germany and other countries. But in order 
to get these high-test oils up to what they should be, we make the others not as 
good as if we had just sold tlio whole thing together. Just so with your flout 
If you sort out the best i>art of your wheat, the next grade is not as good, although 
it passes as good family flour, and thi.s passes as export. Iii answer to Mr. Ken¬ 
nedy, the standard has not been changed in Germany. They have the finest lamps 
in the world. They are the greatest inventors on illnminants, and they have con¬ 
tinued to hold their grades the same as twenty-five or thirty years ago. We want 
to send that class of oil into these countries, and they are satisfied with it, b^nse 
it comes within the reach of the man who wears wooden shoes; it is a commodity 
they must all buy, and is lower in price than tlie higher grade. 

Q. (By Mr. Kennedy.) It is a fact, then, that the oil' exported to (Jermany is 
inferior to the oil generally nsed in this country?—A. That may be; but I want to 
say to you, in the United States of America they bum the meanest oil in God’s 
earth, and hum the best oil that is put on the market. In Califomia-I have 
spent two years there—1 have a little hut, and I go TOwn and buy a case of oil. I 
buy it as Pratt’s Astral, a high grade of oil; it nsed to be the highest grade on the 
market. I might say here, during iny early experience in the refining business, 
from 1807 to 1872, we manufactured and sold thousands and thousands of liarrels 
of oil to Charles Pratt and other companies for e-xportation to Europe, and we 
were obliged to leave the head blank. When it got to New York the quality of 
oil was put on it—“ Pratt s Astral.” He bought oil from the Ocfcive Oil (company. 
My oil was taken by him and sent to Europe. Now let me give more credit to the 
Standard Oil Company. 

Q. (By Repfesentative Livingston.) Do they not require, in Europe and in 
many States of this country, an oil inspection, and require you to come np tb the 
gi'ade?—A. In every little port wliere oil is sold or distributed there is a man who 
examines the oil, and it is passed on by the Government inspector. 

11U'> OIL AND la/' OIL. 

Q. What do you moan by first, second, and third grade oil? Does the first have 
less naphtha or more?—A. It is supposed to 1 )b better. One hundred and fifty 
degree oil is supposed to be the acme of oil-in this country. You fill a lamp with 
it and yon may get a little brighter light than you would get from 110“; there is 
not so much naphtha, not so mnch gas; bat the 110 oil will last in yonr lamp a 
great deal longer than the 150°, because there is not so ranch body in it. The 110” 
will not give so brilliant a light as the 160°; that is one reason why Germany holds 
to that oil test.’ 

Q. Is it not more subject to combustion than the 150'-'?—A. One hundred and 
ten degree? oh, yes. It reqnifes 110 degrees of heat to bum 110° oil, and it 
requires 160 degrees of heat to bum 150° oil. If a lamp is heated to 150" at its top, 
gas will be created in the body of the lamp, and unless you release that gas It 
will explode. 


1 S«o Mr. Lee, pp. 274,277; Mr. Mathe va, p. 495, to^ 
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Q. If either comes in contact with a flame, will one burn as quickly as the other?— 
A. The 150 ' will not burn as quickly as the 110 '. Oil is nothing but gas practi¬ 
cally. Take a pail of criuleoil and put it out here in the sun: in all probability by 
night you will have lo.st 10 per cent of it. It has gone into the air as gas. 

y. (By Mr. Piiiijjps.) Your testimony lias not been ijuite clear about ISO’ 
burning quicker than 110”.—A. One hundred and ten degrees oil burns at 110 
degrees of heat, and 150"^ will burn at 150 degrees of heat—that is, the burning 
test. The higher the test the safer the oil, so far as explosion is conberned. 

O. Which will burn up quicker in the lamp?—A. That does not make a bit of 
difference. The wick is saturated and it burns at all time?. The blaze from 110^ 
is not as brilliant as that from 1.50'. 

Q. (By Mr. Kk.vnkoy.) The German does not get as good light from his 110” as 
he would from 150 ?—A. That is true. „ 

(^. They get what they want and they .are satisfied?-A. Yes. Good 110” oil is 
a good oil. It is the cheapest tor all the inhabitants of this country, and safe 
enough, because we burned 'it for years and years.. There was no change in the 
laws of any of the States, so far as I know, until after 1872. Pennsylvania retains 
still the 110” tost; North Carolina, Texas, and a good many of the Southern States 
have the 110' test; not many of them have changed. The State of Michigan has 
176", if I remember right. 

RUSSIAN COMPETITION—CHARACTER OE RUSSIAN OIL—PER CENT OF ILLUMINATING 
OIL OBTAINED FROM CRUDE. 

Q. (By Mr. Kennedy. ) Do you come into competition in Germany with Russian 
oil?—A. Yes. 

Q. Do they have to make that test of 110” the same as you?—A. Yes. 

Q. What is the iiuality of their oil?—A. Not so good as that of America—not so 

f ood as American 110’. The Russian is of an asphalt basis, while ours is paraffin. 

'ennsylvania and Now York oils arc p.araffin, and the Ohio is of a paramu basis. 
The California oils have an asphalt basis and the Russian oil has an asphalt 
basis. The American oil will prpduce an illnminant of 75 per cent. For instance, 
100 gallons of crude oil of America, of what we call the Pennsylvania, the West 
Virginia, and New York and eastern Ohio oil, will produce 75 per cent of illumi¬ 
nating oil of different grades. If you ran it all straight through, and did not cut 
them out, you probably would get out 78 per cent—perhaps 79 per cent; but, 
speaking as it runs, you can get 75 gallons of illuminating oil from every 100 
gallons of crude oil. The gravity of this oil will run from 40 to 52; the Russian 
oils run from 18 to 30. Its bqsis being asphalt, they can only get from that, of the 
ordinary export oil, such as 110 , about 25 per cent. 

Q. Does their 110’ oil sell for the same money in Germany as ours?-A. No; it 
does not sell for the same money as our 110 , because it is not as good as our oil. 
It contains a little sulphur, the same as the Ohio, which is not as marketable as our 
good oils are. . . , ■ i, 

Q. Russian competition, then, is not serious on that question'?—A. It is, because 
tliey sell their oil at a less price, and we have to meet it; liut we have the advantage 
ef quality. 

FOREIGN TRADE-THE STANDARD HAS INVENTED NOTHING. 

Q. (By Mr. Phillips.) Now, I would like yon to state how widely petroleum 
was introduced into the world at t he time of the advent of the Standard Oil Com¬ 
pany? Whether they have been very largely-A. I want to say in answer to 

that question, in 1871 or 1872, when we were young and enterprising, we wen| to 
the city of Philadelphia and secured a sailing vessel. It was our determination to 
load that vessel with all the different inventions for burning oil—lamps, oil stoves, 
etc.—and also to put into the ship our oils in cases or barrels, such as we could 
carry; and we had arranged with one Captain Dillingham to sail that vessel to 
the Amazon, and go up the Amazon and introduce this product, oil, which was a 
new commercial commodity, and the result was we did not do it. On came this 
cla^ of arms and we did not go. 1 will read to you why we did not go. 

Q. Can yon state how far it had been Introduced to the world before that time?— 
A. I must say in answer to that that the production of oil in 1872 was about 
16,(XX) barrels of oil per day; back in 1870 it was 15,000 barrels of oil a day.' For 
all that great quantify of oil, from 1860 to 1872, a market had grown up through¬ 
out the world, as we knew the world at that time. It was a good while ago, of 
course. There were in the field at that time upward of 160 refineries, and as I 
said before, with all the modern improvements that existed, so ftr as making illu- 


1 See p 647 
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minant was concerned—1 want to give the credit to the Standard Oil Company for 
this fact that, owning the business, practically, it was dependent upon them to 
bring out all the by-products from the residuum. They made a wonderful success 
of it. But do you suppose that I or any other active man, with brains and capac¬ 
ity, could not have done the same thing if we had had the opportunity and been 
left to ourselves to manage our business? Has not the iron business passed from 
all the world to the Sierra furnace, and every other improvement been brought 
about by general trade? Can one man in the busineas claim he was the only brain 
in it? Nor is it true of the Standard Oil Company. I say particularly they never 
invented anything. As somebody said, they did not even invent the rebate. 
They were dependent on the brains of the average man. They have done nothing 
that any member of this commission could not have done had you had the oppor¬ 
tunity to do it, and get your product to market over the transportation lines of 
the country. 

THE STANDARD HAD TO DEVELOP THE USE OK THE BY-PRODUCTS. 

Q, (By Mr. Kennedy.) Yon were just giving the Standard Oil Company credit 
for the wonderful growth of the l)y-products?—A. Yes; because I have to.^ 

Q. Do you manufacture any of these by-products, such as vaseline?—A. I make 
the crude stock. 

And sell th.at to the Standard?—A. Not entirely; I presume they buy some of 
it. I m.ako all of these products. I turn off from thii’ty to thirty-five thousand 
dollars’ worth every month. Perhaps 1 have one of the largest refineries in exist¬ 
ence outside of the Standard. 

Q. Can you manufacture these by-products just as well as the Standard Oil 
Company and put them on the market?—A. If we were in like circumstances we 
could; but, you understand, the by-])roducts are manufactured not only by the 
Standard, blit in a small way by otliers. For instance, the druggists manufacture 
their own, and they come to me to buy the stock; but the Standard Oil Company, 
I mean to say, were the first, through the agency of somebody else’s brains, not 
their own, to establish these factories. I say to you this product of petroleum is 
most wonderful. Chemistry knows nothing about it even to this day, and our 
colleges have scarcely taken up the science of petroleum. We have to depend on 
Euroiie for-the knowledge wo have obtained as to these by-products. 

Q. (By Mr. Clarke.) I can not see why you can not produce these by¬ 
products.—A. Wo can; .1 am not complaining about that. 

Q. (By Mr. Fabquhar.) Do yon not sell the by-jiroducts to anybody?— A. 
Certainly. 

Q. All refineries do?—A. Yes. 

Q. (By Mr. Phili.ips. ) Is it on account of the large amount the Standard refines 
that they have established these different plants to produce these by-products?— 
A. They, having control of the business from 1872, had to take care of them. 
There was no one in the business to take care of them. 

Q. What is the chief by-product from petroleum; is it not lubricating oil?— 
A. No. 

Q. What is it?—A. From the by-)'roduets of petroleum there enter into the 
materia medica over 200 remedies. 

Q. Do you speak of coal tar, etc.?—A. In addition to that the beautiful aniline 
colors are produced from the coal tar you speak of. Thousands of things are 
made from ijetroleum; but that has come on with time, just as the time was when 
we could not make a piece of sheet steel. 

LUBRICATINO oil is not a BY-PRODUCT; NOB PARAFFIN W'AX. 

Q. How about lubricating oil? Is itr not a very largo by-product?-A. No; it 
would not be termed a by-product, because there is not a lubricating oil produced 
from the crude. That never sees fire at all. some of the richest. 

Q. (ByMr. Batchpohd.) Howaboutparaffin wax?—A. It is one of the products; 
not strictly called a by-product. The by-products, as a rule,arise from tnatwhich 
remains in the still, or the top, which runs anywhere from 6 to 10 or 12 per cent. 
From that is made the paraffin oils, red oils, yellow oils, and miners’ oils. These 
things coming from the ttm are strictly the by-products. The petroleum wax comes 
at a certain point in distillation, if yon take ft out. You take it out when wax is 
dear, and perhaps leave it in when wax is cheap, whichever pays best. You can 
take out the wax whenever you want to, or break it up by heat, by destructive 
distillation, and put it into illuminating oil. 


'See Mr. Boyle,p.411; Mr,Archbold,p.670. 


628 HEARINGS BEFORE THE INDUSTBIAI. COMMISSION. 

* 

RELATIVE VALUE OF PRINCIPAL PRODUCTS AND BY-PRODUOTS—THE STANDARD 
HAS NO MONOPOLY OF MANUFACTURING BY-PRODUCTS. 

Q. (By Mr, Kennedy.) State in dollars, if you can, what your income from the 
by-produota of oil, or petroleum, is, compared with your income from illuminating 
oil.—A. 1 could not. 

Q. Could not approximate it?—A. I can not answer the question, because I do 
not make any parafidn oil. I make wax, and what is called petrolatum, or what 
you know as cosmoline—all the same thing; all these ‘ ‘ lius ” are one and the same 
thing. 

Q. I think the Standard people have testified that one-half their business is per¬ 
haps in the by-products.' Would that be so in your business?—A. No; but I have 
no reason to contradict their statements. I should not put down the by-product 
or the residuum as being a halt of their business—not by any meanS, because, as I 
have said, you get 75 per cent of illuminating oil, while you will get 10 to 13 per 
cent of benzine or gasoline. 

Q. I mean in value. 

Q. (By Mr. Farijuhar.) The statement is that the by-products amount to 
nearly half in value, on account of the high price, of certain by-products; provided, 
of course, the Standard or these other manufacturers utilize these by-products 
themselves, instead of selling the residuum for others to manufacture. 

A. I could not afifinivor deny that. 

Q. (By Mr. Kennedy.) Have the Standard people a great advantage over you 
in the development they have brought about of the by-products of petroleum?—A. 
There are no developments to-day that any man can not enjoy it he wants to. 

y. Yon give them the credit of developing it?—A. Ido; because there was no 
one else to bring it up. The business has been in their hands from 1873 to the 
present time. 

Q. (By Mr Phillips.) Your understanding is, the by-products were not so valu¬ 
able before their advent?—A. I mean they were not developed; they are not devel¬ 
oped to-day. 

VALUE AND USES OP PARAFFIN. 

(^. (By Mr. Ratchford. ) It has been .stated that as the by-products of the re¬ 
fining of oils are comparatively new products it has cost more to market them, in 
many cases, than has benn derived from their sale. What is your experience in 
that?—A. I do not think it is true. 

If that statement is true, I wanted to know whether in your judgment the 

f )rice of the main product should not be reduced to the people as the value of the 
)y-product increases?—A. Until the general rise of business these things that you 
term by-products did not bring a high price. I sold wax as low as II cents a pound 
within the last three years. We had to take what we could get for it. Germany 
and France were full, the factories were full, people did not want any goods, and 
there was no market for it. Wo make about 4,000 to 6,000 pounds a day of it; two 
or three tons of nice bleached wax, white as that paper, and we get to-day, 1 think, 
about 3^ or 4 cents a pound. It is not high, and really I do not see how yon could 
reduce the price of that commodity very much. 

Q. The main use to which that wax i.s put is the making of candles?-A. Oh, 
no. You can not make a joint of a pipe without the iise of paraffin wax; ydU can 
not string a telegraph or scarcely a telephone line Without the use of paraffin wax. 
It is used in almost everything where protection is required, because it is a non¬ 
conductor. It enters into everything pertaining to electricity. It is not used 
largely in candles, except in connection with stearin. The Standard mold all the 
candles of the country, and they mold the public o|iinion of the country pretty 
near. They are good molders; no question about that. 

THE STANDARD RETARDED THE DISTRIBUTION OF OIL. 

Q. (By Mr. Phillips.) Will yon return to that question as to how widely the 
use of it had gone into the world?—A. I want to say in answer to that that every 
civilized country where oil is used had its representative in New York, Philadel¬ 
phia, Baltimore, Pittsburg, Oil Creek, Portland, Brem3n, Hamburg, Paris, Lon¬ 
don, and Liverpool, and they were asking for these goods. It was pretty much 
all over the world before ever the Standard Oil Company was heard of. They 
retarded the distribution of this commodity. I was willing to go to the ends of 
the earth to make a market, and other manufacturers were willing to go with mo 
and make a market; but in the first history of this business the Standard Oil Com¬ 
pany compelled these men to step over the threshold of their offices to get this 
commodity. That was the condition. ^ 


■ See Mr. Archbold, p. 661. 
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THB STANDARD HAS NOT CHEAPENED OIL. 

And yet they say that they are, benefactors, benefactors of the people, for reduc¬ 
ing the price of the commodity! Why, I have known a single gallon of oil to sell 
within the territory of the United States at one and one-half times the cost of a 
barrel of crude petroleum to make it, but you can not get that to day. The moment 
yon enter the market of Hornellsville, Washington, or Wilkesbarre, if you choose, 
with oil from an independent refinery, and build your stations and office, down 
goes the price. Not four weeks ago, when I sent my oil to a certain point, the 
market was reduced 1 cent a gallon because I came there. It has been well said, 
“ This business belongs to us; you get out.” Take up that volume; read the Com¬ 
monwealth V. The Pennsylvania Railroad; it gives everything. The Standard Oil 
Company are not entitled to the credit of being benefactors or of cheapening this 
product. Wails »re coming up from New Mexico and from Texas and from every 
State in the Union on account of the exorbitant price and poor iiuality of the 
petroleum: you have read them. Look at the condition of things. Laws are 
passed bv the several States of this Union against encroachments on the rights of 
the people, but when it comes to appro^triating money to carry out these laws, the 
third-house men say to the farmer, “ It you vote for the appropriation that wiU 
put this law into eliect you are going to increase your taxes.” The result is they 
strike out the appropriation that should enable the attorney-generals of the several 
States to enforce these laws. An attorney-general stated in an article just a short 
time ago, “ I have to put my hands in my own pocket to pay the necessary fees to 
bring this suit; no appropriation." Whenever legislation can not be stopped 
against these people, they go to the next resort and stop the appropriation. I do 
not say they do it, but I say it happens. 

THE STANDARD CUTS PRICES WHERE COMPETITION APPEARS. 

Q. (By Mr. Ratciipord.) You made a statement that if you erected stations or 
tanks in Wilkesbarre, for instance, the Standard would reduce the price of oil?— 
A. That is true. 

Q. Can you furnish this commission with a specific instance where this has been 
done?—A. Oh, yes; 1 can furnish you a hundred of them. Take it in Philadel¬ 
phia: I lost $150,000 in one station myself in lowering the price from time to time. 
My wagon was there with my man on it. Their wagon would come in ahead of 
me. They would go to that customer ana reduce the price, and they would say 
they would sell him oil cheaper. They employed other fellows to watch where 
I went. 

Q. (By Mr. Phillips. ) When did this occur?—A. It has occurred during the 
years of ISOl, 1893,1893,1804, 1805, and 1800. It occurred right along until I quit 
there.' 

Q. Has it occurred since yon departed from that station?—A. Yes; it has oc¬ 
curred within the last six weeks—reducing of the price. 

Q. Howabout New York City? Has there been any reduction there?—A. I have 
known New York to sell oil at 0 cents; when the Columbia Company put on their 
wagon it was 5 cents in 10 days. 

Q. Has that continued to the present time?—A. I do not know; I have been 
away 3 years. 

Q. (By Mr. Clarke.) Did you ever reduce your price to get business?—A. 
Have to; have to compete. 

Q. Do you have any competitors besides the Standard?—A. Yes. 

Q. Do they follow you up?—A. The other competitors? No. 

y. Never?—A. Never. 

Q. Do you try to follow up anybody?—A. Never. 

Q. Do you ever reduce your price before the price is reduced by your com¬ 
petitor?—A. Oh, yes, I suppose so. It is trade. I am merely discussing the 
methods of kerning people out of business. 

Q. (By Mr. Kennedy.) The Standard people say the cutting is generally com¬ 
menced by the independent people.—A. They know better. 

Q. (By Mr. Batcheord.) That is the reason I asked the question; they make 
the broad statement that they never cut except to meet a cut.—A. They know 
Whenever they know your oil is on the way to a particular market they 
will cut the price before you get there. I have shipped oil to places—started it 
i^nown to them, I thought; but, as in the instance I gave you this morning,* 
they knew what I was going to do before I did; and they went ahead and reduced 
the price before my oil got to the point. 


‘Compare Mr. Loo,p.285; Mr. Westnate.p.m 


‘See pp. 814,815. 
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ABSORPTION OF PIPE LINES AND REFINERIES BY THE STANDARD. 

(The witness reads from his pamphlet;) 

“Soon after it induced Scott, of the Pennsylvania Railroad, to surrender the oil 
traffic in exchange for Western freights, under a general apportionment of freights 
between the trunk lines. By this means was diverted a greater part of the refining 
trade from Pittsburg and from the oil regions of Pennsylvania to Cleveland, Ohio. 
It then bought a controlling interest in the United Pipe Lines."’ 

Now, that is in answer to Mr. Farquhar’s question.' At this time they came in 
and purchased from the Vandergrift people, who were formerly the United Pipe 
Line. They purchased from them, as you will see, all this oil production of their 
lines. 

“The United Pipe Lines Association moved forward steadily. »It bought or 
combined the Oil City, Antwerp, Union, Kams, Grant, Conduit, Relief. Pennsyl¬ 
vania, Clarion, and McKean,divisions of the American Transfer, Prentice, Olean, 
Union Oil Company's at Clarendon, McCaimont at Cherry Grove, and smaller 
lines, covering the oil region from Allegheny to Butler. Then followed, at differ¬ 
ent intervals, an association with the otlier pipe linos, the purchase of the Colum¬ 
bia Conduit Company, of Pittsburg, the purchase of all the Titusville independent 
refiners, who were forced to soli; the Titusville D.aily Herald, Bradford Daily Era, 
and the Oil City Derrick, which were subsidized and then purchased; the purchase 
of the Union Oil Company’s pipe lines in the Stoneham field.” 

I may say right here the Standard Oil Company are notentifled to the credit for 
building these lines. The leading lines were built by individuals before they came 
in. They were simply absorbers. 

Q. (By Mr. Phillips. ) It was built to the seaboard was it?—A. It had the credit 
of building the first seaboard line, which is outside of the Standard, “ the secur¬ 
ing of the control of the Tidewater Pipe Line,- and of its dependent refineries, and 
of its associated Western Transportation Line, and the purchase of the Pittsburg 
Pipe Line and its dependent refineries.” 

EXTRAVAOANT PRICES PAID FOR LINF.S AND SERVICES. 

Now turn to the following history on page .57; 

“ At some time during the progre.ss of these purchases, the reorganization on 
the trust basis, formerly referred to, was effected. The sum of all these purchases 
amounted to millions of dollars. All, or nearly all, of them were made at prices 
grossly in excessof the reasonable value of the material and business sold, the chief 
consideration being the alisorption and accumulation of power, which the monopoly 
was thereby acquiring. From time to time new persons were taken into this 
association. As Mr. Dodd, solicitor for the Standard Oil Trust, said in his argu¬ 
ment in 1888, or rather in the history of the Standard Oil Trust; ‘ Whenever, and 
wherever, a man showed himself skillful and useful in any branch of the business 
he was sought after.’ It h.as iiaid salaries, fees, and bonuses with imperial pro¬ 
digality, some for services, some for servitude, sonio for keeping out of competi¬ 
tion, and some for keeping still. 

HOW THE STANDARD USES THE RAILROADS. 

“ Its methods of business are in fine harmony with the manner of its growth. 
It has divided the whole United States into ‘ oil-consuming districts.’ It goes to a 
distributing railroad company in the West and says; ‘If you will receive and carry 
oil exclusively for me, I will furnish your whole distributing area, but if jou 
receive and carry any oil of any other refiner or shipper I shall have to create in 
your district such a destructive comjietition as will ruin your rates.’ ” 

Th.at has lieen done, and can be proved by a thousand witnesses. 

“Where there are competing roads it gets their managers together and shows 
them how it can supply them with all the oil they can distribute, so apportioned 
between them as to maintain rates on a noncompetitive basis. It never breaks a 
promise when that promise conveys a throat. If. therefore, it tails to make such 
exclusive arrangement in any district, and an independent refiner is admitted 
therein as a shipper on equal terms, it forthwith ignores all freight rates and all 
values, puts the price of oil to the consumer below the original cost, and keeps it 
there until it drives the independent refiner out of the district.” 

(By Mr. Kennedy.) When Mr. Archbold was on the stand the other day he 
submitted to the commission letters from a large number of the railroad managers 
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of the United States stating that they gave no favors to the Standard Oil Company, 
and that the Standard Oil Company asked for none,' Now. that is the evidence 
that they put in. You make this statement here. Can yon give the Commission 
any evidence aside from your word that this is done?—A. I am prepared to answer 
in full the documents in ray statement. 

Q. Theseletters referred to the period since the passage of the interstate-commerce 
law.—A. Yes: 1 do not know anything about that, but I do know that they have 
paid them right along. 

Q. Since the passage of the interstate-commerce law?—A. Yes; and I will prove 
it was paid up to last January. 

Q. To the Standard Oil Company?—A. I say rebates are paid. Very well; they 
are not only shippers of oil, not only behind oil, but perhaps behind everything 
else, as I have stated before. 

Q. If you have it in order, I will withdraw my iiuestion. 

THE standard MAKES ITS GREATEST PROFITS IN AMERICA—THE INDEPENDENTS 
COULD NOT LIVE WITHOUT THE POREION TRADE. 

Q. (By Mr. Phillips.) You can proceed in your own way. 

'•It then dictates its terms to the railroad. Where it thus secures exclusion, it 
establishes and maintains a price to the consumer, without the least regard for gen¬ 
eral market values, as high as the conditions will warrant ' (that 1 can prove); 
" and where such exclusion is not established, as low as will be necessary to exter¬ 
minate the competitor. There are exclusive districts where reliiiod oil is sold at 
more than ,'JfO per liarrel, and there are contested districts where it has been sold 
as low as $1.2.'5 per barrel. As all the export oil must bo sold in Europe in compe¬ 
tition with the Rus.sian production, the profits tire normal. The revenues of the 
Standard are, therefore, chiefly made between tho American producer and the 
American consumer. ’ 

Q. (By Mr. Ke.nnedy.) I think it was given in evidence by some gentleman rep¬ 
resenting your side of this question that your business was not profitable until 
you secured the European field—the German and English fields. That seems to 
be a little at variance with your statement there.—A. It is the only field we were 
never shut out of. 

Q. (By Mr. Phillips.) Could you or could you not refine oil here without sell¬ 
ing export oil? Is that not really essential?—A. Certainly; I have shown you that 
the quality is not used in this country that is sold in Europe. 

Q. (By Mr. Kennedy.) Yon say here the Standard Oil Company makes profits 
chiefly between the American consumer and producer. Now, your people have 
testified that you have a profit in this foreign market. Therefore if you have a 
profit and sell in competition with the Standard they must have a profit there, 
too?—A. Certainly they have. I h.ave stated that since the German government 
says there must bo no unfair trading there has been no particular cutting of prices. 
That is the situation e.xactly. 

THE STANDARD IS ABLE TO KEEP COMPETITORS OUT OF NEARLY ALL DOMESTIC 

MARKETS. 

tj. (By Mr. Phillips.) Do you undertake, thou, to state that tho opposition are 
making more out of the American trade than tho independents are?—A. 1 simply 
say it is an impossibility for mo to sliip oil even to the Mississippi River and com¬ 
pete witti the Standard Oil Company. I can not go to tho Coast at all, and there are 
a hundred and one accounts I can call to prove my assertion. What I mean to 
say is that I can not even go to Elmira and sell in competition with the Standard 
Oil Company, a distance of 14:i miles from my factory. I do not sell there; I do 
not sell to the nearest town. 

Q. Why do yon not'?—A. Because this war is created at once. 

(J. (By Mr.PARQUHAR.) Competition starts in?—A. That is right; but it goes on 
just as It did in Philadelphia, away below the cost of the commodity. There I 
lost $,’54,000, and then I quit. I gave it over to the Pure Oil Company, and it is 
there yet—all my horses, all my wagons.'' I have gone out of the outside business. 
I can not do business—that is all there is about it. Seventy per cent of my product 
goesto Europe now. I make very largely lubricating oils and wax. 'fhe Brad¬ 
ford oil is one that does not yield very heavily in water whites; therefore I have 
got to send my commodities to Europe. 


' See pp. .518-fiS6. 

'Compare Mr. Loe.p.Sdd; Mr. Westgato.p.yss. 
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COMPETITION LEADS BOTH SIDES TO CUT PBICESJ BUT THE STANDARD DOES NOT 

ALLOW ANY COMPETITION TO APPEAR WITHOUT WAR—AMOUNT HANDLED BY 

INDEPENDENTS. 

Q. When you are going into the field, do you start to sell below the Standard 
rates?—A. No; we attempt to maintain rates. 

Q. And the cutting comes sometimes from the Standard and sometimes from 
you?—A. Certainly it does; because we go into a market, and the astute mer¬ 
chant says, “lam not going to buy from you. I will buy from the Standard Oil 
Company.” What will you do? Of course you will reduce prices. But we do 
not gc into the market. We only handle about :!,000,000 barrels a year, all told, 
out of 23,00(1,000 produced. Only about 3,0(X),000 barrels of it is not handled by the 
Standard Oil Company. 

C^. (By Mr. A. L. Harris.) If your competition does not exceed lOJler cent of 
the trade at a given point, dp they pay any attention to it?—A. Yes; if we go in 
with a carload of oil, that is (luite sufficient to create a war.' 

OIL CHEAPER IN EUROPE THAN IN AMERICA, BECAUSE OP REGULAR COMPETITION. 

Q. (By Mr. Parquhar.) Oil for oil, (juality for quality, does the European 
consumer get oils cheaper than the American?—A. Yes. 

Q. How much cheaper?—A. I can not give you the percentage. In Europe 
to-day I should say that oil of this quality is 25 per cent cheaper than the same 
quality is sold on the average in this country.- 

Q. Now, does that arise from the competition of the Russian oil with the Ameri¬ 
can product?—A. It arises from the fact that we are in these markets as competi¬ 
tors, and Russia is there as a competitor. The competition unquestionably brings 
that market down. 

(^. But the independents and the Standanl Oil Company sell at about the same 
rates in Europe?—A. Yes. 

Q. And you have got to meet Russian competition?—A. No. The Russians 
sell very low compared with the Americans. They had rather have American 
oil at one-half cent advance than Russian. It goes farther; no bad smell about 
it; it is good oil. They must come in and pick up what they can, and they do; 
but the distribution of the Russian goods is very small indeed. 


THE AVERAGE PRICE IN AMERICA IS HIGH, THOUGH THE PRICE IS VERY LOW 

WHERE THE STANDARD MEETS A COMPETITOR.—THE STANDARD TRIED THE SAME 

POLICY IN GERMANY. 

Q. (By Mr. Kennedy.) There is one point .about this that I can not under¬ 
stand. Some witness testified that your business was not profitable until you 
secured the German market. Now, you sell the oil cheaper to Germans than in 
this country by 25 per cent?—A. I do say that. It has been a good deal more than 
that at times, 

Q. (By Mr. A. L. Harris.) Why is that? Is it because the German govern¬ 
ment does not permit cut rates to the extent of destruction?—A. No; 1 do not know 
that that is it, but until we got firmly established in the business over in Europe 
there was a determination that we should not go there, and they commenced the 
same tactics in that country as in this. They sold oil, for instance, on the Rhine at 
a cent, or 2 cente, or half a cent a gallon cheaper than they did at points where 
we were not present. In other words, in an adjoining district it would be higher 
than in the district where we were. Then, again, if they were obliged to out prices, 
perhaps below cost, on the Rhine, they would levy a tribute upon the people bn 
the Elbe to make up what the^ lost here. When I sold oil in Philadelphia as low 
as 3 cents a gallon it was selling in New York, 100 miles away, at 8 cents. 

Q. (By Mr. Farquhar.) Would not you have done the same? Was it not a 
good policy on the part of the Standard, where they had no competition in Germany, 
and knew they could sell at 25 per cent less than they could in the American mar¬ 
ket, to hold these places there where there was no competition and to keep up 
prices there? Is not that good in any business?—A. That was not the case until 
that competition came in. 

Q. But where they had no competition would they not very naturally get 25 
per cent more if they could, to gain as many points as they could on the 25 per 
cent?—A. Certainly; I would hold the price as long as I could, but I would not 
put it beyond a reasonable price. If you had competition in this country, you 
would get oil, at least on an average, 50 per cent cheaper. 




Compai^ Mr. Westgate, p.367. 


^ Compare Mr. Lee, p. 276. 
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PRICE AND QDAIJTY OP OIL AND GASOLINE IN CALIFORNIA. 

In the state of California, where 1 have bought oil, I have gone to the markets 
and paid, in cans, 20 cents a gallon; and the same oil I was sending out of my 
factory and glad to get 4i cents for it. 

Q. (Bjr Mr. Clarke.) Put up in the same way?—A. Yes. I have gone to Valley 
Springs, in California, and bought gasoline that was marked on the head “ Douule 
deodorized gasoline,” and paid 25 cents a gallon for it; and when I paid that I was 
selling those goods by hundreds of barrels a day at my factory at 4 cents. 

Q. What was the proper charge for transportation?—A. I do not know. The 
charge on oil from the Atlantic to the Pacific is 75 cents a hundred. Now, who 
know.s anything about what the Standard Oil Company pays? I do not. They 
may pay $1.25 or 50 cents or 25 cents. 

Q. (By Mr. Phillips). If they paid the same as others, what would be the cost?— 
A. Suppose the goods were worth about 1 or 5 cents at the refinery. If freight is 
75 cents, that would be about 5} cents a gallon; call it, if you choose, 6i cents, 
with the probable leakage and loss. It should be sold on that coast to-day, with 
a good profit, at 10 or 12 cents a gallon. 

y. (By Mr. Farquhar. ) By the case or at retail?—A. By the case. I have given 
the outside limit. 

Q. (By Mr. Phillips.) How much did you pay at retail?— A. Twenty cents. 

(By Mr. Farquhar.) Do you know what profit the retailer made out of 
this?—A. I do not know what the profit was to him, but I do know I paid 25 cents 
for gasoline, double deodorized, and when I opened it up it was made from Lima 
benzine. Now, double-diiodorized gasoline is absolutely like ether; you can take 
a smell of it and it will make you drunk in 10 minutes. But one snuff of that 
would knock yon down. 

Q. So you can not tell us what the middleman made on this deal at all?—A. 
The quality of the goods in America is not as it is in Germany, because the 
inspector of this oil does not do his duty. I could make charges hero that 1 could 
prove that would make your hair .stand, but I am not going to do it. It is not 
within your province, I suppose, to know anything of this kind. 

THE witness can COMPETE WITH THE STANDARD IF HE CAN HAVE EQUAL 
RAILROAD RATES. 

Q. (By Mr. A. L. Harris.) Do I understand, then, that it is the matter of trans¬ 
portation that prevents your competing in this country with the Standard Oil 
Company as you compete with them in foreign countries?—A. That is exactly it, 
and that is all there is to it. If this Government can know and will know what 
the railroad’s manifest is and its charge attached thereto for freight, and will see 
that there is fair competition in the market, I ask no odds of the Standard Oil 
Company. I can manufacture just as cheap as they can, in spite of their asser¬ 
tions. 

Q. (By Mr. Phillips.) And <as good?—A. As good as they can. They have got 
nothing better in any of their works than I have got in mine, except it be, perhaps, 
in their fine laboratories, in the manufacture of residuums or the by-products. 
We raise no question about that. The whole question is the (luestion of trans¬ 
portation. If you will force the railroads of this country to obey the law, you 
will have cured this evil. 

PAYMENT OP REBATE.S HAS BEEN PROVED TO HAVE CONTINUED AT LEAST TO 

1893, THE STATEMENTS OF GREAT RAILROAD MANAGERS NOTWITHSTANDING. 

Q. (By Mr. Farquhar.) That brings the Commission face to face with this 
matter. You make the assertion, and so have others, in regard to rebates. The 
Standard Oil Company comes forward with the letters of twenty great railroad 
managers,' and we can neither verify your statements nor discredit tne statements 
of these managers.—A. I will put you so you have got to say one or the other. 

Q. The Commission comes to a stone wall there if we do not have verification.—A. 
Unfortunately my secretary has not brought up imimrtant documents that I 
should have hero in this case; but I trust you will rely implicitly on my statements 
in what I am going to sav, because it is my own case that I am going to bring 
before this committee. It is the case of Logan, Emery & Weaver v. The Pennsyl¬ 
vania Railroad Company." Here is an libstract from the records of McKean 
County, from the Appellants’ Docket, No. 180, December term, 1887. It is the 


■ See pp. 518-586. 
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case of A. H. Logan, Lewis Emery, jr., and W. R. Weaver, partners tinder the 
firm name of Logan, Emery & Weaver, v. The Pennsylvania Railroad Company. 

Q. (By Mr. Clarke.) Let me inquire if the case grew out of alleged discrimi¬ 
nation before the passage of the interstate-commerce law?—A. Yes, it did; but 
the discrimination lasted after the adoption of the law, and a suit was brought for 
rebates or difference in freight up to 18H8. In the settlement of the case it was 
agreed between the Pennsylvania Railroad and ourselves that no further suits would 
be brought, because they paid a certain sum of money to me to settle the case 
The rebates existed after 1887, and I have the testimony to produce, if necessary, 
of that fact. I will produce the testimony here, part of it taken in the same case, 
showing that rebate.s were Jiaid up to 1888. In April, 1887, the interstate-commerce 
law went into effeiit. 

Q. (By Mr. Farquhar.) There has never been a question beforeothis Commis¬ 
sion about rebates and discrimination before the passage of the interstate-com¬ 
merce law. It is conceded thijt the old troubles, the wild-catting system of making 
freights, existed up to 1889, two years alter the passage of the act. There are 
plenty of cases there on file now showing that rebates have been is.sued.—A, Yes, 
there is a case in which I am interested now before the Interstate Commerce 
Commission in which we have proven rebates to 1893. 

TESTIMONY OF HIGH RAILROAD OFFICER.S CONTRADICTED BY SUBORDINATES. 

I desire to present to this Commission a document filed with the court in McKean 
County, February 17, 1890, and also an order from the court, a rule for taking 
testimony. I should be glad to have j(ou examine this document, to .see that it 
was filed with the court, becau.se there is very important testimony in it relating 
to transportation, and tliat you may be able to identify it in the future. In this 
suit, of which I have a trans(;ript here from the document, which is subscribed 
by the (bounty clerk, prothonotary, George W. Mitchell, wo called to the stand 
George B. Roberts, president of the Pennsylvania Railroad, and the question was 
asked him if his road paid rebates on the transportation of oil. 

Q. (By Mr. Phillies.) At what time?—A. This was in 1890. when the suit 
was tried. The rebates that we claimed were paid to .January 1,1888. Horeidied: 
“ No rebates are i)aid by our railroad on the transportation of oil.” lie was asked 
the question in various ways, and he said he knew nothing of any rebates; that was 
against the polii’y of the road. John S. Wilson, the general freight agent of the 
road, was put uixm the stand. He .said po.sitively that no rebates had been paid 
on their road since the suits of 1879 upon petroleum. Hesaid: "As general freight 
agent of this road I should know, and I give im' oath that no rebates were (laid.” 
The auditor of the road. Mr. Taylor—or Mr. Ju.stis; I do not know which; one 
was the auditor and the other the assistant auditor—siiid that rebates had been 
paid, and if I had my books here I could read you when they Avere paid and under 
what conditions. The next called was Mr. .Tustis, I believe, and he corroborated 
Mr. Taylor that rebates had been paid on the Pennsylvania ro,a<l. This testimony 
was taken before a master.' 

Q. (By Mr. Cl.yrke.) Can it be produced?—A. Oh, yes, I have the testimony; I 
have sent for it. Mr. Roberts was examined in the court, but I have not hii^ tes¬ 
timony here. The next man that was called in the^case was the bookkeeper, Mr. 
Thayer, who had stood at one desk, he said, afi years, keeping .accounts in a certain 
department. He was asked whether rebates had been paid to any shippers of oil 
over the road, and ho said they had. We c.allcd a large number of witno.sses. 

Q. (By Mr. Phillies.) What were the rebates?—A. The rebates ran from 8 cents 
a barrel to 28 cents a barrel. Under the anti-discrimination law of Pennsylvania 
the iienalty prescribed was three times the d.amages, to be collected of the man 
proved guilty. A large amount of our shipments of crude oil from the oil regions 
to Philadelphia, where Logan, Emery & Weaver owned a refinery, at what is 
called Greenwich Point, on the Delaware, were shipped from Glean, N, Y. When 
we came into the court with our evidence, exceptions were taken to that part of 
our claim which related to shipments from the State of New York, on the ground 
that interstate shipments could not be considered under the State law. 

DIFFICULTY OF GETTING RAILROAD PEOPLE TO APPEAR IN COURT AND TO ANSWER 

QUESTIONS. 

We commenced this suit earlji in 1887, and it was not concluded until 1890. The 
railroad people were able at will to send word to the master that they could not 


> See pp. 635,642. Also Mr. Leo, pp. 287, 292; Mr. Archbold, p. 616. 
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come to-day, but would come some other time. We traveled with our attorneys 
600 miles, simply to go home again. We were bandied about for nearly ;3 years in 
taking that evidence. It was expensive; it was annoying; bnt the court had no 
power, it seemed, to compel these people to come to the stand. When we got them 
to the stand, certain questions were propounded, which they refused to answer 
under the advice of counsel—the screen which all these criminals of this country 
who are against its laws and the rights of the people get under, “We can not 
answer that question because it may incriminate us."' They would not even 
attend the court in McKean County, and the judge issued a bench warrant and 
sent the constable to Philadelphia and brought Mr. George B. Roberts and Mr. 
Green and Mr. Downy and others to the bar of justice. 

PROPOSITION TO SKTTI.R THK SUIT OF I.OOAN, KMERY & WKAVKIi. 

When they got up into the county of McKean my iiartner sai<l to me: “ There 
is a proposition to settle this case.” I did not want to settle. I wanted to fight 
the thing out. We liad compelled the Pennsylvania Railroad to bring their books, 
and there were three tons of them that they had to bring upon the train to answer 
the summons of the court. We were more than a year in getting those books 
into court. Now they were cornered up, and we had absolute proof of 8 to 28 
cents a barrel rebates that had been paid. 

THE WITNESS HAD BUILT HIS PHILADELPHIA REFINERY AT THE SOLICITATION OP 
THK RAILROAD, BUT THE RAILROAD DROVE III.U OUT OF BUSINESS. 

I went to Phihadelphia to manufacture oil in 1880. at the instance of the railroad 
officials themselves. They had a little bit of a (piarrel with the Standard Oil 
Company after the close of the suits of 1879—Commonwealth v. Pennsylvania 
Railroad. They invited the refiners to meet them, and I went there at their own 
solicitation and built those works. 1 ran them from 1881. when I built them, up 
to 1887; but the railroad practically drove me out of business there.'' 

SETTLEMENT OF LOOAN, EMERY & WEAVER'S SUIT. 

Their attorney came to our attorney and .said; “We will give you $85,000 to 
quit, and expenses of the suit.” My p,artner.s had become discouraged and dis¬ 
gusted. We took the money. Wo did not go on with the interstate-commerce 
suit, because we knew we should never get through. I entered one suit here in 
the Interstate Commerce Commisskm, and it was 7 years before I got a decision. 

Q. What was the amount of your claims'f—A. My claim was $107,000. A great 
portion of that was on shipments of oil from the State of New York. If I had 
gone on with the suit I could have secured a large sum of money, but I had not 
the heart to do it; I was not able to do it. My finances were such that I could 
not spare the money to go into court and overcome the diiatory tactics of the 
railroad offidals. I .simply dropped the ca.se in disgust. I took the .$8.5,000 and 
they paid the cost of the suit. 

B. B. CAMPBELL’S TESTIMONY AS TO PAYMENT OP REBATES UP TO JULY 1, 1888. 

This is a document of tlio court of McKean County. It i.s only a few words I 
wish to read to you. It is the testimony of B. B. Campbell. Perhaps I had bet¬ 
ter read, as I can not leave this with the commis.sion. Anything I liave read, or, 
in fact, the whole testimony or acopy of the testimony in this suit, I can give you 
if you would like it. 

“ B. B. Campbell in the suit of Logan, Emery & Weaver u. Pennsylvania Rail¬ 
road Company. 

“ B. B. Camiibell lieing first duly .sworn, testified iis follows in answer to ques¬ 
tions by Mr. Lee; 

" Q. You were sworn in this case and testified before?—A. Yes. 

‘ ‘ Q. And certain questions you declined to answer under the advice of counsel?— 
A. Yes. 

“ Q. Yon received certain allowances on freight shipped over the Pennsylvania 
Railroad. From what place and hy whom was that freight shipped? 

“ (The counsel for defendant objected to the question in the manner in which it 
is put, for it is assuming the fact that he did. Second, tlie form of the question 
is bad.) 


‘ Compare Mr. Monnett, p. 31)7, top; p. 315. 
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J. You may state whether you received any allowance on freight shipped by 
the Bear Creek Oil Reliuing Company, Limited, over the Pennsylvania Railroad, 
and from what jioiiit that freight was shipped, and to what points.—^A. Those 
matters are fully stated in my answer to the question propounded me under a rule 
of court. The freight from the Bear Creek Oil Refining Company was shipped 
from Coleman station on the Allegany Valley Railroad as far as the junction, and 
from the junction I believe to Bolivar over the West Penn, and^from thence 
mostly to Philadelphia: some few shipments lyere made to Communipaw and 
some low to Bolivar. There was some little local trade, but the gi’oat majority 
were shipments of export oil to Philadelphia. 

'• Q. During what period^were these allowances made to you?—A. That is fully 
stated in ray answers to the court, which were, of course, made up and fully stated 
from October 1, 1884, until July 1, 1888.” „ 

A year and four months after the intcsrstate-commerce act went into effect. 

"Q. You may give the allowances by the year.—A. They are already given. 
From October 1 to September 30, 1885, the rebates were $8,607.61; until Septem- 
ter 30, 1886, $10,313.47; until September 30, 1887, $15,200; until July 1, 1888, 
$13,080.15; total received, $48,101.13." 

Q. (By Mr. Clarke. ) Nearly all of that was before the passage of the interstate- 
commerce law?—A. Yes. Tliere was a year and a half of that time after the 
passage of the law. 

y. The last item given there is the only one which comes in since the passage 
of the interstate-commerce law, is it not? A, No; the interstate-commerce law 
took effect in April, 1887, During the year from September 30, 1886, to Septem¬ 
ber ;30, 1887, rebates were paid amounting to $15,200. 

Q. From April to September after the law?—A. And all of the last item. We 
knew that these same rebates were continued up to thi.s time, and therefore the 
bringing of our second suit, which was settled for the $35,000: so we dropped the 
whole thing, 

OTHER SUITS AOAINST THE PENNSYLVANIA RAILROAP ON ACCOUNT OF DISCRIMI¬ 
NATIONS. 

Now, I desire to further fortify this stetement. After this suit was decided a 
great number of suits wore brought against the Pennsylvania Railroad. There 
wa.s the Independent Refinery, of Oil City; S. Y. Ramage, of Crown Oak, Pa.; the 
Germania Refilling Company; the Continental Refining Company; the American 
Oil Company, of Titusville; Rice, Robinson & login, of Titu.sville; the Seneca 
Oil Works, of WaiTen; the Corn Planters, of Warren, All of those companies 
brought .suits 8gain.st the Pennsylvania Railroad and other roads. This is a 
dispatch I received to-day. I had other memoranda of this suit, but I wanted to 
be able to state definitely upon this question, so I sent another telegram yesterday 
and find it recorded. Of course the court record of these suits can lie produced 
to the commission; but I make affidavit here that this is true and correct to the 
best of my knowledge and belief. The refiners' claims (this is addresseil to 
myself, care of the Industrial Commis.sion)—refiners’ claims were filed with 
Rogers Sherman (he was also a witness against the Pennsylvania) up to August 
1, 1888 (which was contemporaneous, I think, with this I have read); “Compro¬ 
mise and settlement agreed”-Athat is to say, they-compromised these suits and 
took their money. The amount collected at that time by these several refineries, 
as I recollect it,'was atmut $84,000, I may be mistaken; it may have been a good 
deal more, or it may be less, 

Q. (By Mr, Clarke.) Were those suits all settled by the railroad companies?— 
A. Yes: by the Pennsylvania. “Claims therefore filed with the Interstate Coifl- 
meroe Commission.” 

DECISION OF THE INTERSTATE COMMERCE COMMISSION, BASED ON PAYMENT 
OP REBATES UP TO 1898. 

Q, How far does that go back?—A. They settled up to Augiist, 1888, and from 
Augnst, 1888, up to 1803 the Interstate Commerce Commission has rendered a 
decision that the railroads are responsible to these refineries for $86,000. 

Q. Is . that decision reported in their annual report?—A. Yes; yon will find it 
in that case. The railroads have refused to pay this $86,000, and it has gone to 
the circuit court of the United States at Pittsburg.' The suit is now pending for 
the collection of this money. I want to clinch this thing right here, and I am 
going to do it by reading you a letter. 


ik 


*SeeMr. Lee,p.2S7; Mr.Ai'chbold,p.518; Mr. Westgate,pp.3?9,380. 
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THE EECEIVERS OP THE BALTIMORE AND OHIO PROPOSE TO MAINTAIN THEIR 
PUBLISHED RATES AFTER JANUARY 1, 180». 

“Late open public confessions from the receivers of the Baltimore and Ohio 
Railroad of secret rates, drawbacks, rebates, and other devices. * 

Q. (By Mr. Farquhar.) What are you reading from?—A. 1 am reading from 
a letter addressed to the Interstate Commerce Commission by the receivers of the 
Baltimore and Ohio Railroad. 

Q. (By Mr. Phillips.) Under what date?—A. December 22.1898. 

Q. 1898?—A. 1898, less than a year ago. (Reading:) “Will maintain rates. 
Baltimore and Ohio Railroad adopts a new iK)licy.‘‘ 

Q. (By Mr. Farqdhar. ) Whojs the author of the letter?—A. It is a letter that 
was published some short time ago. It is pnblio matter. I do not know who 
published it. 

Q. Who is the authority for the letter?—A. Why, Mr, Cowen, 

Q. Mr. Cowen of the Baltimore and Ohio?—A. Yes. 

Q. He signs this letter?—A. To the Interstate Commerce Commission; yes. 

Q. That is what wo are looking for. I want to know the author.—A. (Reading;) 
“Receivers Cowen and Murray addressed a letter to the Interstate Commerce 
Commission stating their purpose to adhere to published tariffs and to report to 
the commission, in lien of other agency, the failure of other roads to do the same. 

“ Chaiman Knapp, of the Interstate Commerce Commission, has received a 
letter from Receivers Cowen and Murray, of the Baltimore and Ohio Railroad, 
announcing that after January 1 that railroad wilt maintain sc.ruimlously the 
published tariff and rates filed with the commission, and will appeal to the com¬ 
mission lor aid in cases coming to their attention of railroads failing to maintain 
rates to the detriment of their interests. This step is an important one, wliich 
will interest largely all other railroads. What the attitude of other roads will be 
is unknown hero. The letter in full is as follows; 

“ ‘ Within the territory north of the Ohio River and east of the Mississippi the 
railroad carriers are transporting the larger part of the interstate traffic at rates 
less than those shown in the published tariff filed with your commission, which 
are by statute the only lawful rates. 

•“While this condition continues there will exist the unjust discriminations 
and the unjust preferences and advantages between iiersons, localities, and par¬ 
ticular descriptions of traffic, the prevention of which is the main object of the 
act of Congre.ss establishing your commission. Only by securing the uniform 
charging of the published rates can the just equality o-f service and of charge 
required by law bo secured either between persona or between localities. 

NO AGENCY FOR RESTRAINT. 

“ ‘ Heretofore the Baltimore and Ohio Railroad Company and its competitors 
within the territory .above mentioned h,ave maintained joint agencies or associa¬ 
tions under v;vrious agreements intended to act as a restraint upon each earner 
and to prevent the secret cutting of rates on competitive traffic. It has been the 
practice for each carrier to report to a joint agency or association any departure 
from the published rates by a competing carrier, to the end that the facts might 
bo fully ascertained and the unfair competition stopped. 

‘“The Supreme Court of the United States has now fully detennined the 
so-called antitrust act applies to railroad carriers, and hi legal effect prohibits any 
agreement between them which restrains competition in any degree, even though 
such agreement goes no further than to secure the observance of the restraints 
imposed by the act to regulate commerce. It is theroforo no longer lawful for 
the carriers to create by agi'ceinent between them joint agencies or associations as 
formerly, to prevent the cutting of rates, however unlawful. Without some 
impartial body to investigate the comidaints of one competing carrier against 
another and to check illegal rate cutting, if found to exist, it will be practio.ally 
impossible for the railroad can'ier alone to prevent that form of competition 
between them, however earnest the gi-eat majority of the carriers may beto stop it. 

“ ‘ The Interstate Commerce Commission not only command.s the respectof the 
raiRoad carriers for its impai'tiality, but also in its powers to investigate com¬ 
plaints of illegal rate cutting and to put a stop to all illegal practices far sur¬ 
passes any association which the carriers have ever created by agreements between 
themselves. 

TO SEEK AID OF COMMISSION. 

“ ‘We see no reason why the commission should refuse its aid to the carriers in 
an effort to prevent competition from taking the form of illegal concessions 
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through secret rates, drawbacks, rebates, and other devices; and we see no reason 
why the carriers should not seek the aid of the commission in such an effort by 
reporting to the commission any departure from published rates, to the end that 
the facts may be fully ascertained and the illegal practice stopped. 

" ‘ The receivers of the Baltimore and Ohio Railroad Company will maintain, 
on and after January 1. 181)9, upon the lines ojierated by them, the rates, fares, 
and charges shown on the tariffs iniblished and filed with the commission as 
required by law.’" 

After that day; a practical admission that they have not previous to that time; 
put your own conclusion on it. [Beading: | 

“• ‘Wo believe that all, or nearly all of the railroad carriers within theterritory 
above mentioned, will likewise maintain their publhshed tariff rates from that 
date. ’" 

Refei-ring to the fact that they did not. [Reading:] 

‘“To prevent a relapse, however, to the conditions now existing, it is necessary 
that no important carrier sliall long depart from the published tariff rates. 
Should such a departure occur, to the detriment of the interests in our charge, 
we shall invoke the aid of the commission to stop it. We hope and believe that 
many other carriers will do the same. In the anticipation that the other railroad 
carriers formerly a.s.sociated with the Baltimore an(l Ohio Railroad Company in 
traffic associations will adopt the course decided on by us and above outlined, we 
have taken the liberty of transmitting to each such carrier a copy of this letter.’” 

Q. (By Mr. Ratciiforp.) Is that letter the original? Is that letter signed hy 
the receivers of the Baltimore and Ohio?—A. It is on file: I snppose it must be; 
it is on file in the Interstate Commerce Commls.sion. Now, gentlemen, there is 
an absolute admission on the iiart of the Baltimore and Ohio Railroad that rebates, 
drawbacks, and other devices have taken place up to January, 1899. 

Q. (By Mr. Cl.\kke. ) Have you any evidence that connects that with the busi¬ 
ness of the Standard Oil Company?—A. Oh, no. These discriminations are not 
upon oil, but they are upon the tonnage offered by the large corporations—no 
question about that. 

Q. (By Mr. F.\rquh,vr.) Possibly individuals, too?—A. Individuals as well, 
possibly. That is the bane of the whole thing, these discriminating rates. 

Q. Have you done with that?—A. I think the commission can understand 
3learly from that paper that the Baltimore and Ohio have given these rebates, 
ind they have got tired of doing it. and will obey the law. 

.vs TO If. H. C.IMPBELL. 

Q. (By Mr. Fakquhar.) I would like before we leave this part of it to have 
iresented the evidence of Mr. B. B. Campladl in respect to those rebates. Mr. 
Ilampbell was the .signing party of the Standard Oil Company and the United 
Pipe Line?—A. I do not understand. 

Q. He was the signing party in respect to the suppres.siou of all rebates and 
irawbacks?—A. Yes. 

Q. The document, as drawn up in 1880, between B. B. Campbell and the Penn- 
lylvania Railroad Company?—A. Yes.' 

Q. Did he turn as a witness again.st the railroad after he received the rebates?— 
V. Yes. He could not help himself; ho kept out of ourway for a long time.* 

Q. Then Mr. Campbell lumself was the signer of the original agreement between 
he railroad and the Standard and all the other producers?—A. No. 

Q. Well, it is te.stimony here; I have the evidence here taken by the Bacon com- 
nittee.—A. But when I come to explain to you before I complete this argument, 
will answer all those questions. 

Whereupon at .5.0.5 p. m. the commission adjourned until 10 o’clock to-morrow 
Qorning. 


Washington, D. C., Tuefxkty, September 12,189!) — a. m. 
The commission was called to order at 10.30, Mr. Phillips presiding. 

Lewis Emerit, Jr., again on the stand and examination resumed. 

Q. (By Mr. Phillips.) Yon can resume your testimony and proceed in your 
wn way.—A. You only let me got to 1873, yesterday, and then you hurried me on 
5 1889 and 1899. 

EPOET OP EXECUTIVE COMMITTEE OP PETROLEUM PBODUCERS' UNION, 1872- 
THE FIRST RUMORS OP THE NEW POWER, 

I got up to the South Improvement contract yesterday, and I showed you its 
qieal. I read from a public document as follows [reading]: “History of the 


' See p. 602. 


"Seep. 685. 
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rise awl fall of the South Improvement Comi)any. Report of the executive com¬ 
mittee of the Petroleum Producers’ Union, embracing the report of the subcom¬ 
mittees on transportation, legislation, investigation, and treasurer’s report, at Oil 
Oity. Pa., 1873. 

“On February 30, 1873, rumors were rife in business circles that the railroads, 
having their main lines or feeders extending into the oil regions, had formed a 
joint arrangement to advance the freights on crudo and refined oils from the 
fields of production to the seaboard. 

“ With a production of 10,000 barrels of oil per day, and the coming of spring, 
which always brings renewed energy to operation, ami an already depressed mar¬ 
ket, this rumor created the greatest uneasiness in the minds of all oijerators and 
sliippers. Nothing definite could be ascertained, and nothing further than the 
rumor could be heard, and the region settled back to fancied .security. 

“ In a few days, however, a second nimor was circulated, that not the railroads, 
but a company'bearing the wonderfully inappropriate cognomen of the ‘ South 
Improvement Company ’ had purchased a right to .ill petroleum transportation, 
and were to arrange the rates of shipment of all the oil produced, and that an 
immediate advance of .10 per cent was but the first advance, with ijroniise of more 
in the future. 

THU AOVANCF. OF FRKIOHT K.ATKS—ntOTESTS .\M> STRUOGI.ES. 

“ This, however, seemed so quixotic that it diil not meet with general credence 
until it was confirmed by telegrams on the 3Cth from railroad officials to their 
agents at shipping points in the oil regions advising them of the new rates, to 
take elfe(t immediately. An advanc(^ of 100 per cent on all freight charges, on 
crude and refined, was equivalent to a comiilete jiaraly.sis of all operations for 
and in oil in the entire region. But oil men ar(j made of sterner stuff than to 
tamely submit to so gross an outrage, let it come from what quarter it would. 

“ The thousands of operators w'ero electrified with indignation, and rose as one 
man to defy and resist tlie levying of a tribute so palpably unjust. Meetings 
were called in all the principal towns and cities. The honor of calling and organ¬ 
izing the fii-st meeting is conceded to Tidioute. E. E. Clapp was eiected to the 
chair, and resolutions indicative of the spirit and diitennination of the juuducers 
of that field wove passed. It was nwolved, inter alia, to shnt down all tneir wells 
until the old rates were restored, or until a new outlet could be found to remove 
their oil to outside markets, if such a step w'ere necessary. 

Delegates wore also chosen to attend a ma.ss meeting called to assemble at 
Titusville (ui tlie evening of the 37th, ‘ to consider the necessity of constructing a 
railroad from Erie, by the way of Titusville, into tlie oil regions, as a competing 
railroad, connecting with water communication to New Y'ork and Europe, and 
sirch other business of interest to the people as might come before tho meeting.’ 

“ The meeting at Titusville demonstrated the fact that the wealth, determina¬ 
tion, spirit, and practical ability of the men of the oil regions would render vic¬ 
tory for them in the battle with monopoly an absolute certainty. 

“The wonderful resources of oil men, when pressed by great difficulties, here 
became apparent in the plans and suggestion.^ laid before the meeting. Railroad 
routes, with suggestions and estimates of cost, to reach the lakes on the north 
and railroads not in the combination on the south, pipe lines, and other remedies 
were suggested, and the feasibility of some, if not all, did much to reassure tho 
mass of people that they would siieedily find a solution of the difficulty.” 

THE SOUTH 1.MPKOVEMENT COMPANY—THE REPEAI. OF ITS CHARTER WAS OP NO 
PRACTICAL EFFECT. 

I read so much only to show the spirit aroused at the time of the first notice of 
the formation of the South Improvement Company. Now, if you will turn to 

E l.") of my pamphlet, you will find an act to repeal tho charter of tho South 
. 'ovement Company. But on page 15} I have shown how a charter hi the 
very same terms was bought by the National Transit Company, which is one of 
the companies of the Standard Oil Trust. Clement A. Oriscomb was president 
of tho National Transit Company; file is not at this moment. He is a director of 
the Pennsylvania Railroad. I have explained to you and read to you from my 
book of the demoralized condition of the trade, at the time when tlie South 
Improvement Company act was repealed, through this tremendous pressure on 
the railroads on the part of this ^uth Improvement Company. You will see 
that all this work that was done between these two Northern trunk lines of rail¬ 
road and the Pennsylvania in the South was repealed by this act. 1 propose to 
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show that, thongh the contract was annulled, the South ImpfoTanSMtt t^tradt, 
as well as the contract between the Standard Oil Company and the raihdtds, the 
snnulhnent was never lived up to, and the business of the country proceeded 
exactly as though the South Improvement Company was in full force. If you 
will pi lease turn to page 48 (see Fiftieth Congress, first session, House Beporte,' 
vol. 9, pp. 861,863) [reading]: 

THE RAILROADS AGREE THAT THERE SHALL BE NO DISCRIMINATIONS* OR REBATES. 

Agreement between railroads and the petroleum trade, executed the iSth of March, 

im. 

That all arrangements for the transportation of oil after this date shall be upon 
a basis of perfect equality to all shippers, producers, and refiners, and .that no 
rebates, drawbimks, or other arrangements of any character shall be made or 
allowed, that will give any pdrty the slightest difference in rates or discrimination 
of any character whatever. 

That the present rates from Oil City, Union, Corry, Irvineton, Pittsburg, 
Cleveland, and other competing points shall be and remain in full force at following 
rates; 

ON REFINED OIL, BENZINE, ETC. 


From on City, Union, (3orry, and Irvineton to— boiTel. 

.• Boston...$1.6.5 

KewYork.. 1.50 

Philadelphia... 1.35 

Baltimore. 1.35 

From Cleveland to— 

Boston. 1.65 

New York... .. , i.,50 

Philadelphia. 1.35 

Baltimore. .. . 1.35 

Prom Pittsburg to— 

New York. 1..50 

Philadelphia. ... 1. ^ 

Baltimore. 1.85 


ON CRUDE OIL. 

From Oil City, Union, Corry, and Irvineton to— 


Boston.. 1.50 

New York. . . . 1.85 

Philadelphia.. . 1.30 

Baltimore.-. 1.30 

Cleveland.50 

Pittsburg. .60 


And said rates shall not be liable to any change, either for increase or decrease, 
without first giving to William Hasson, president of the Producers’ Union, at Oil 
City, at least W days’ notice in writing of such contemplated change. 

In the distribution of cars for shipments, it shall be done without mscrimination. 
On the basis as hereinbefore stated, the parties respectively agree to carry out 
the arrangements in good faith, and work for the mutual interests of each other. 

In witness whereof the parties have hereunto affixed their signatures this 36th 
day of March, A. D. 1873. <, 

For the Lake Shore and Michigan Southem Railroad Company, H. F. 
Clark, president; for the Erie Railroad Company, O. H. P. Archer, 
vice-president; for the New York Central and Hudson River Rail¬ 
road Company.WilliamH. Vanderbilt, vice-president; for the Atlan¬ 
tic and (ifreat Westeni Railroad Company, George B. McClellan, 
president; for the Pennsylvania Railroad Company, Thomas A. 
Scott, vice-president. On liehalf of the producers and refiners: G. 
Hamburg, E. G. Patterson, William Hasson, Henry Byrom, WO- 
liam Parfisi', John J. Fisher, Oil City producers and refiners; J. J. 
Vandergiift, A. P. Bennett, William M. Irish, William T. Scheide, 
Oil City producers and refiners; Hen^ N. Rogers, F. 0. Fleming, 
Josiah Lombard, jr.. New York refiners; B. Vaughan, BostoA 
refiners. .. 
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9- (Bjr Mr. Phillips.) Is that the same Mr. Rogers who testified before tih? 
Is it a mistake in the print, or is it a different man?—A. I do not know wheth(;r 
this is the man. This is in the year 1874; but I think Mr. Archbold and Mr. 
Rogers did not go into the Standard Oil Company until 1875. I (lo not know 
whether it is the same or not. It does not make any difference. Those gentlemen 
stood on the rostrum with me three or four years fighting this very principle. 

Q. Did he have a refinery on Oil Creek?—A. Yes; he did. 

Q. {By Mr. FAUyuHAU.) This Rogers had a New York refinery. This is 
another Rogers; it is H. N.—A. Yes; I think you are right. Page 51 [reading]: 

THE OPEN 11ATE.S KAISED AGAIN. 


[Tbo Nt^w Yurk (ktiitral anti Hudson Rivor Railrojnl Conumny, Genttnil Frttiftlit Aftont’s Offlco, 
Grand Central Doiiot.J 


New York, Septnulk’i' :i, miJ,. 

Dear Sir: (llomincnemf; October 1, 1874, the following rate.s on refined and 
cnidc oil Khali govern all lines: 

The rates on refined oil from all refineries at Cleveland, Tilnsville, and else- 
wliere in and adjacent to tlie oil region shall be as I'ollows: 

Per Uarrol. 


To Boston.... . ,$3.10 

To Philadelphia . . .... ___. pg ,5 

To Baltimore.. .. . PH.'i 

To New York... . yy 


Net rate on Alliany 1.5 per cent less, from whioh shall be refunded the amount 
paid for the tran.spoi’tatiou of crude oil l)y rail from the mouth of tln‘ pipes to the 
said refineries, niton tlio ba-sis of 14 barrels of crude oil to the refineries for every 
10 barrels of refined oil forwarded by rail from them (the refineries) to the East¬ 
ern points named. 

Settlements of this drawiiack to he made on refined oil forwardeil during each 
mouth. 

No reliate on these rates will lie paid on oil reacliing refiim-ies direct by 
pipes. 

On crude oil the rates from all initial points of rail shipments in the oil region 
shall be as follows: 


Per Iwvrrol. 


To Boston...... $1.7,5 

To New York (net rate on Allianv 15 ni:r cent less! ’ I’.Mi 

To Pbihidelpbia.. ._ ..ry l.', 5 () 

To Baltimore........ ( yy 


From which shall be refunded 33 cents per barrel only on oil coming from pipes 
which maintain the agreed rates of pipage. 

A liarrel sliall in all cases lie computed .it 45 gallons. 

Yon will observe that under this sy.stem the rate is even and fair to all parties 
preventing one locality taking advantage of its neighbor liy reason of some alleged 
or real facility it may iiossess. 

Oil refiners and shippers liave asked, the roads from time to time to make all 
rates even and tliey would lie satisfied. 

This scheme does it, and we trust will work satisfactorily to all. 

Respectfully, yours. 


J. H. Rutter. 


Geiienil Freight Agent. 


THE AOREEMENT THAT THERE SHOULD RE NO DlS(,:RLMiNATION’ WAS NOT KEPT 

TWO WEEKS. 


Thedateof thatcontractwa8the25thdayof March, 1873. I tried to get yesterday 
a copy of the Hepburn report, hut I could not. But in 1879 George R. Blanchard, 
the present manager, I think, of the Central Traffic Association (am I right?), of 
Chicago, was called to the stand by the Hepbnni committee. You all know what 
that was—a coinmittee of the New York legislature. He swore that this contract 
tnat 1 have ju8t read, which is so soundly and so fairly worded, was not re8i)ected 
two weeks. I put that in as a part of iny evidence, and I refer you to tlie 


XT X h’i'ight agent of tlm Erie Railroail. * <■ * 

n P'‘ ' * " • sliipiioilsmull (luiintiti.'sof ivllneiloil, 

for whicli hf* rocoiVGfl a rebate of over j7,()(ie on bis sbiiniiGnts for tbo prnn* niontli, to wit, Sou- 
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Hepburn committee—that this agreement, solemnly drawn and signed by the 
railroads, that I have raised a (piestion about in my testimony here before yon, 
was abrogated within two weeks after it was signed, aoeording to the testimony of 
George R. Blanchard. Does the commission want me to go into the fact and 
prove rebates and drawbacks from the date of this contract up to 1877? 

Q. (By Mr. Cl.\kke.) My understanding is that these rebates and drawbacks 
are conceded by the railroad companies and the Standard Oil Conipany up to the 
pa.ssage of the interstate-commerce act. It that is so, it is not at all necessary.— 
A. I can produce every contract. 

REBATES PAID ONLY TO MEMBERS OF THE STAiN'DAUD OR THE SOUTH IMPROVE¬ 
MENT COMPANY. 

Q. (By Mr. Farquii.ar. ) In that matter of 1881). which concenis the agi'ce- 
ment of the Producers' Union, wmild yon have had that agreement at all unless 
they had made rebates and discriminations from 1872 up to 1880'? It is (amceded 
that in all the arrangements the rebates were payable from 1870 up to 1880.—A. 
To whom? 

Q. To all parties.—A. No. 

Q. Well'?—A. Only to those connected with the Standard Trust or the South 
Improvement Company. If you were not a member of that organization, y<ni 
could not participate in the drawbacks. 

tj. But that agreement or ]mrchasc which was eutei-ed into afterwards, in 1880; 
Mr. Campbell was president of the Producers' Ilnion at that time'?—A. Now, you 
are getting too far: I will come to that.' 

Q. Oh. I understand that.—A. I will give you the whoh^ history; but 1 want 
to know whether you want me to j)rove to tliis conimissiim that rebates were 
paid from 1872 to 1.887, when the business became an absolute monopoly; when 
the Pennsvlvania Railroad surrendi'red everything over to tin; Standard Oil 
Trust? 

MAY NOT THE EMINENT OENTI.EMEN WHO SAY THE ST.YND.Mil) II.YS RECEIVED NO 
REBATES EOIl TWKI.YE YEARS BE MISTAKEN'? 

Q. (By Mr. Kennedy.) The other eoimnissioiicrs have .said that there was no 
question about the practice of paying rebates b‘.-fore the jiassage of the interstate- 
commerce law. Since then then; is some (inestion, and it seein.s tome tliat the issue 
shapes up in this way: Tin; Standard Oil Company i)eoi:le liave come here and sworn 
that they have not asked or received rebates since the jiassage of tliat act. Tiny' 
say they were too shining a mark under that act to get or ask for rebates.'' All 
they desired was that tliey hold up the piildished rates and hold otliers to them. 
Now, it seems to me tin; thing for you to do, if you can do it. is to prove tliat they 
have taken rebates .since that time. It you do that you can convict sonieliody of 
jierjury.—A. I think that it is clearly proved that rebates were paid. Mr. Rob¬ 
erts, prc'sident of the Pennsylvania Railroad, went iqion tin; .staml in the court of 
common pleas of McKean County and testified that liis railroad liad not paid 
rebates from the time the interstate-i'ommeree law took effect. Mr. Jolm S. 
Wilson, wliose testimony I have read, the general freight agent, corroborated Mr. 
Roberts. I have here the testimony in all tliese eases, and the witness of a hun¬ 
dred men, proving tliat Mr. Roberts and Mr. ,Iohn H. Wilson were mistaken in 
their .statements. ' You say that you have letters here filed by Mr. .Archliold from 
honorable men represt;nting the several railroads of the country f liavi' no doubt 
of their honesty. I liave no right to even cast a reftection upon Mr. Arclibo'id or 
upon bis testimony, lint I do venture to say tliat if Mr. George B. Roberts, presi¬ 
dent of the Pennsylvania Railroad at that time, now deceased, and Mr. John S. 
Wilson, its gen(;ral freight agent, will come upon the stand and make oath that 

tember, 1872. Notwithstanding this vobato the oil shipmonts via tho Krio wlioro so sinull in 
proportion to thoso by its rivals and to tho aRKreKato seaboard receipts that I looked for the 
reasons. * ♦ found the agreement next prioi'to that time a.s tj:) shipments and 

rates was the one already in evidence between producers, shippers, refiners, and railroad com- 
jMinies, datt^d March 3r». 1872. I asked why that contract was not observed, and was then con- 
vineed in reply that the agrwinont of Ma/vdi 25 lu.sted less thaTi 2 w(;eks, and that at that early 
date the Empire Line was receiving a large druwliacdc, or commission, from tlie Pennsylvania 
Railroad.” Testimony of G. R. Blanchard; Proceedings of the Special Committee on Rail¬ 
roads, appointed under a resolution of the Assembly of the State of New York, 1879. iip. 

am. 

• See p. Wi2 

^ See Mr. Archbold, p. 527 


3 See p.ftM. 

* See jvp. 518,520. 
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no rebates have been paid since the interstate-(;i)iumerce .aw took effect, and 
following their testimony the ainlitors and bookkeepers of tln^ road go upon 
the stand and swear that rebates have been paid, and we prove from 8 to 28 cents 
a barrel, and my claim i.s settled, and I receive my Sdo.OOO and costs of the suit, 
inay not these gentlemen who have written these letters be mistakenV I would 
like to see their auditors and bookke(!pers put upon the stand, as we put those i>f 
the Pennsylvania Railroad. We did not get this information until we brought 
their books into court. When they saw they wer(! in a (sirmu-, they surrendereil. 
1 told you that out of a prodmdion of 2;!,000,b()() barrels of oil a year the outsiders 
handle, I think, not over :!.(I(I0,0IM) barrelsaltogether, imduding tint fields of Ohio, 
West Virginia, New York, and Pennsylvania. And do you think if these small 
men, handling this small (|uantity of oil, go into the (iourts and prove rebates 
from April I, 1887, when the interstate-commercs! act took (.'ft'ect, up to August, 
1888, as we did in my own .suit, and then bring suit before the Interstate Com¬ 
merce Commission for rebates from that time up to 18<.):i. and the Interstate Com¬ 
merce Commission render a verdict.of .'58(!,000 against the railroad;' it these men 
of the Standard Oil Company, with their ability, as one of the witnesses has 
stated, or through tiuur gr(;at competency, through tlieir great brain, liave carried 
oil to the ends of the earth iis nobody else could, do you thiid, for one moment 
th.at the Standard Oil ('ompany Would allow tlio.se small men, who liave not tln^ 
brains or the ability, to beat them on tlie transportationV 

UNtWin FUKIOUT KATKS, illSI'lrlMINATINO FliEIOlIT ICATKS, ( At SK AI.I, OCK COM- 
IM.AINT AN']) TItOUni.K, 

ilring into the courts of this land the books of thi'se railroads. They are 
res)ionsible to-day not only for the iicts ot theStand.ard Oil Company, but for the 
(]])pressive monopidies in every lineof bnsine.ss. (fo to the stock exchange, where 
members wei’e levied uj)on a dollar a hetid U])on every c.argo that came from the 
Western ci)untry. Oo to the produce exchange, when; thev were levied upon biir- 
rels of flour that came from the W<;stern fields. The interior millsof the country 
are paralyzed liecau.seof this unjustdiscrimination: 1 am a miller.and 1 makeodil 
barrels of flour a day. All fhese tru.sts, I say. are built ui> at the instance of the 
railroads; and 1 make the broad charge that had they obeyed the, law and given 
eipial rights to all shijipers there would have been no trusts. There would not have 
been tin; dissatisfaction in rbe country, (to to Duluth, if yon choose, to-day, 
and try to buy a carload of coal that you'wish to take out into North Dakota, where 
I have a wheat farm, 'j'be coal is mined by the miners at frciii k.'i to .70 cents a 
ton, drawn to Buffalo, t think, at a. dollar, and loaded on the .ship at a cost, as I 
understand, of less than .81.7.7. Allow 7.7 (‘ents for transporting it to Duluth and 
you have .82.,70. Three hundred and thirty-four miles from Diiliilh, by tlii' (treat 
Northern road, where my farm lies, west of (trand Forks 1(1 miles, iiiluminous 
coal is sold at §(i and §7 a ton. 1 say that the disci'imination is the result ot tho 
coal combination, and the railroads .are responsible for it. 

ENFOltC'E Till! I.AW AGAINST GltF.AT I .A W IlliF.AK t Its AS WFI.I, AS SAI.AI.L. 

The milk in thi' cot'oanut of the success of (b(‘ Standard Oil Company is trans¬ 
portation: unfair, illegal disci imin,at ions in tiansjiortation. Do you think that 
you can not jirove rebates uiion oil if you call the witnesses, with books and 
papers'! The Pennsylvania Railroad had rather pay 82(l0,0li0 than pia-mil me, or 
allow Logan, Emery & Weaver, and the court, to look over that 11 Ions (jf books 
that wen; brought up to the court-house in McKean County. It wouldhaveseut 
them to prison. The injustice in this country is that a jic or devil gi es along tlie 
street and steals a loaf of bread when he is hungry, and he is arrested and taken 
to the courts and sent up for 10 or 1,7 days. If he steals a coat to keep his body 
warn! be is sent to prison foi' a year. These great corporations, the men manag¬ 
ing them, come into court and say “We won’t bring out our iiooks; vA’e won't 
ans wer your (pu'stions; because if we do we shall incriminate ourselves."Thiu'e 
ns the_ difficulty. The Sherman Act—the Fediral act—has been proven con.stitu- 
tional by the highest tribunal in this land, and if it was enforced those people 
\vonld go to prison. You can pirove it, Mr. Cbaini'iin and Commi.“sioners, if you 
choose; it is in your power to prove discriminations, I b(‘lieve, to this moment, 
It there is any truth in the letter of Mr. Cowen and Mr. Murray. 

' S«; Mr. L.s;, ii.2#7; Mr.AichlxjId.p.Slf.. 'See p. 135,top; Mr.Motau'U.p.::! T.top 
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REPIXKKIK.S ABSOUBEI) OK WUECKEU BY THE STANDARD. 

Please turn to page 78 of iny pamphlet, where yon will find a list of refineries 
honght, leased, sqneezed ont.or bankrupted by the Standard. The list is taken 
from my testimony before the Committee on Manntacture.s in 1888. [Fiftieth Con¬ 
gress. first session. House Reports, vol. 9, pp. 383,21®.] 

In this list there are some refineries that went out of business in 1807. I do 
not charge their going ontof business to the South Improvement contract entered 
into by the railways; they w<‘nt out previous to that. But yon come up to 1870 
and 1871, when some refiners had very large rebates, and others very small ones, 
or none at all. As I said, yesterday, ihe Standard (lil Company have no patent 
on rebates. These same railroads have boon violating the law ever since they 
were created, by giving rebates and drawbai^ks; but never so much, previous to 
1873, that thi^ average business man could not stand iqi under litem. Ho could 
not make as much moneyas his neighbor, and he used to wonder why; and when 
this exposure! came he learned the reason. But the contract of the South 
Improvement Company, and the very large rebate, the 10() per cent rebate, given to 
the Standard companies, was the imams of driving the most of these reliners out 
of business. Now, then, these refiners were, most of them,in existence at the time 
of the South Improvement Company, 1873. a contemporaiK'ous date. I ha.ve read 
to you this morning the repeal of tlie South Improvement Company charter. I 
have read to you the fair contract between the producers and refimus and the 
Standard Oil Company and the railroads. I have also said to you that the cmi- 
traiT was violatial within two weeks, according to the <’\ idenc(! <)f Oeorgo R. 
Blanchard, formerly, and now, perhaps, the Central Tniffic A.s,soi'iatiou manager. 

WHY REKINERS FAILED—TESTIMONY OF FRANK ROOKEU'F.LI.HR. 

The rebates from 1873, that are said to have gone out of e.xisteuce practically, 
were so gr«!at that the business of the average refiner was silenced. 1 waiit to 
read to you from the evidenci.' of Frank Rockefeller, whose testimony was given 
before the Congressional committee, .Inly 7, 1870. I read from clause L. 

“Q. Do you know how many refineries there were in Pittsburg prior to this 
alleged comhination?—A. 1 tiavebeen told that there were .sixty odd refineries. 

"Q. How many are there now?—A. I was told by the same parties that there 
were now less than twenty, and very few doing any Imsiness. 

“ Q. (By Mr. Reaoan.) What is the cause of that reduction in t)ie number of 
refiners?—A. I suppose the main cause has been tliii fact tliat they could not make 
money. I Ilavi'understood that the .same lever was brought to bear uiion them 
as UTKin the Cleveland refiners. Wo had in Clevehmd at one time about thirty 
estaldishments, but tlie South Improvement was formed and the Cleveland com¬ 
panies were told that if they didn't sell their property to them it would be value¬ 
less; that there was a combination of railroad and oil men; that they would buy 
all they could, and that all they didn't buy would be totally valueless, because they 
would be unable to compete with the Soutliern Improvi.'meut Company, and the 
result was that out of the thiriy there were only four or five that didn't sell, 

“ Q, From whom was that information received'?—A, From the oHicau-s of the 
Standard Oil Comiiany. Tlu^y made no bones about it at all. They said ‘ If you 
don't sell your jirojxjrty ti.i us it will be valueless, because we have got advan¬ 
tages with the railroads. ’ 

•• Q. Give the names.—A. .1, D. Rockefeller, H. M. Flagler, and (1. H. Payne. 

“Q. (By Mr. Ross.) Mr. Payne is the son of a member of Congress of that 
name?—A. Yes, sir. 

“Q. Have you heard the,so gentlemen say what you have stated'?—A. I have 
heard Rockefeller and Flagler say so; other parties have told me that Payne had 
u.sed the same argument with them. 

“ Q. What other parties'?—A. I won't give the names now. There are .some 
20 men in Cleveland who .sold out under the fright, and almost any of them would 
tell you that story. 

“ Q. Give us the names of some of those that sold out'?—A. J. W. Faucett, of 
Cleveland; W. C. Scofield, Joseph Stardey, John Crit'hley. Those are some of 
them. 

“ Q. (By Mr. Dunnell.) Do you make the same statement with regard to the 
sliipment of crude oil to the seakiard that you do with regard to the shipment of 
refined oil?—A. We do no business of that kind.” 

If you will refer to my pamphlet, jiage 83 (or to Fiftieth Congress, first session. 
House Reports, vol. 9, p. 234), you will find that in Pittsburg there were .'58 refin¬ 
eries in 1877. Thirty refineries had been crushed out and dismantled and no record 
left. The 38 were what were running and what was left. 
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Q, (By Mr. P}iiLLrps.) What datui'—A. 1877. Tito remainiuff 28 liad boon 
t>onght or loawod by tho great monopoly. 

llAILIiOAl) OFFK^ALS STOCKIIOJJ)RKS LV THK STANDARD. 

I do not road now from tho same book, but it is the same testimony and it is in 
th(^ saimi book, but I cart find it quicker in this one. [Heading:] 

“Q. You spoke a-wliile ago of having itorsoiial knowledge of certain railroad 
officials having Ikhui stockholders in the Standard (.)il Company. How do you 
know that?—A. I know it from the officers of the Standard Company telling me 
that tlu*y wor<! stockholders. 

“ Q. Who are they?—A. William H. Vanderbilt, vice-president of the New York 
(/cntral. was at oik; time, also Amasa Stone, of Chwtdand. and I have veiy good 
reason for believing, though I do not know, that Mr. Devereaux and Mr. Newell, 
both stockholders at tlu^ present time. Mr. Stone .sold his stock some two years 
ago; at the time when he cpiit the railroad lie put tin; st(.)ck on tho Cleveland mar¬ 
ket, and is not, I believe, a stockholder to-day. 

THE OID POOL—TIIK QUESTION, WHO GOT THE REBATES? 

“ (^. (By the Chairman.) Give us the namesof the officials of the railroail that 
you think received the benefit of this rebate,—A. Understand me; I d«) not say 
that tliey did get it . It is merely my opinion. 

“ Q. Givi; us the names of tin* gentlemen who you think do reap the benefit of 
that rebate.—A. 1 think that Dr. Devereaux gets it, and that Mr. N«*weU gets it; 
that Toni Scott gids it. and that Mr. Vanderbilt gets it. and other officers of those 
roads wiiose names an; not in my mind just at present. 

•* Q. What do you mean hy a pool—a pool among the railroads or among the 
oil men?—A. I do not give this as a iiositive fact, hut as I uuderstaiid the argu¬ 
ment, I undiTstand the Ni*w York Central, the Erie, the Atlantic and Great 
Western, tin; Pennsylvania Kailroad, tho Cleveland. Columbus and Cincinnati, 
and the Baltimore and Oliio railroads had a pool or combination for the pui'iiose 
of slapping oil. and oil only, and in this pool the Baltimore and Oliio gets a cer¬ 
tain nnmhiT of barrels to go ovit its road: tlie Lake Shore has so many to go over 
its road; the I’l'imsylvania got so many to go over its roail from difft‘rent points 
in the (tountry, Imt on oil shippeil oviT {hes<; roads hy the po(d to the Standard Oil 
(^imjiauy there is a rebate or tlrawback from the shipment of .'r.o much, which is 
pai<l into this ]iool, over whicliiwer road the oil may go, and tho rebate is divided 
up bidween t he Stiiudard Oil Company ami the railroad ollicials. 

“ (^. The railroad officials, do you say?—A. So I understand it; I do not say that 
of my own knowledg»‘. 

“ Q. Then it <1 o<;h not go t;o the railroads theinselve.s?—A. No, sir. 

“Q. But to the railroad officials?—A. To the railroad officials; yes, sir. 

Q. How do you think it stands ridated to Clevidand?—A. We should do the 
same as we hav<; done in the iiast years and are doing at the present time. We 
are shii>ping our oil at. the ])resent time; hy lake and canal because wo can not ship 
hy rail without losing money; hy lake and canal we can just save ourselves.*’ 

This was testimony i u 1 sTG, and the contract that I havi' read was taken October 
1. 1H74. Have you any doubt of ridiate (after this evidence of these men) existing 
between 1872 and 1870? Wliy. 1 could read you volumes upon it. 

LATldl REBATES-TIII-: WITNESS COLLECTED REBATES CP TO ISICE. 

Q. (By Mr. liATCiiFORr).) I want to remind the witne.ss that if he seeks to prove 
hefon; Ibis cominission that rebates were paiil .22 or 28 years ago, his testimony 
avails very little; what we want to know is whether these rebates have been 
paid last year or the year before. You are wasting your time in endeavoring to 
prove something of little conseipience. I do not understand the Standard Oil 
Coinpany has disclaiimsl discriminations in their favor prior to the luissage of 
biterstat(;-commerce law. I would ask that in order to make your testimony 
effective and to say the most in tin; least time possible, yon confine yourself to 
recent years.—A. Tliat is what I asked yesterday morning, whether the question 
was to ho taken up from the lieginning, and I understood the object was to trace 
it from the beginning. The witness on the stand stated that no rebates were 
paid. I was endeavoring to show that contracts were still in existence and I was 
about to- 
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If those ('ontvacts are still in (^xisten(' 0 , as you observe, you will make a 

point-A. I do not mean to say they are in existence except by rebates and the 

methods of caiTyint; out- 

Q. (By Mr. PiiiLHi's.) He stated yesterday that the National Transit Company 
was organized under ])reeisely tlie same language as the South Improvement 
Company, and lie is tracing it on from that.—A. I beg the pardon of the gentle¬ 
man and the commis.sion, but I was simply following out that which I was asked 
to do. 

Q. (By Represimtative LiviN'dSTON.) Do you lay down the proposition now that 
that contract is binding .tnd is lining enforced?—A. No. 

Q. How long since it expired?—A. It was supposed to expire 3 weeks after it 
was made, .so far as the fair rates were concerneil, the agreement between all the 
railroads in this combination to accept the rebate system entirely, and get the 
opportunity to go on as it liad doin' in former years. I am trying to show you 
that from that time up to the present time these rebates were participated in, I 
do not say by tlie Standard Oil Company, but I <lo say that we have collected 
them on oil we shiiiiied. and I suppose they have on theirs. 

CJ. How lately did you colh'ct any rebates?—A. Up to IKii:!.' 

Q. That is the way to get at it.—A. I stated it yesterday: I gave the I'vidence 
in full yi'sterda-y, and produced the jiapers that rebates had been iiaid and 
acknowledgeil u)i to IS'.ti. 

y. (By Mr. R.m.'lll’oUP.) The point is this; what is the use of going beyond 
l.S'.i:)?—A. 1 do not want to if you do not want me to. 

Q. (By Jlr. Kexnepy.) These rebates ordereil paid in 18!):! were for oil c.arried 
when?—A. From 188.8 up to 18!):!. hecanse we got judgment u|i to 1,888 in the courts 
of Warren County, and the balance was carried into the interstate Commerce 
Commission. 

Q. (By Representative Ln ixdSTON.) It was made incumbent on this commis¬ 
.sion by ('( ingress to learn, if possi) h'. whether by combinations, trusts, or corpora¬ 
tions legitimate competition was interfered with or lessened in any of these indus¬ 
trial pursuits, I want to know if you have any testimony th.at will lead up to 
the fact that the railroads,as you asserted yesterday, are lai'gely to blame forthis 
discrimination in favor of one oil company (^ir against another?—A. I did not say 
that. I said that the Standard Oil Company under these former contracts had 
had rebates, and I said that, though some of these contracts had been annulled, 
their provisions are practically carried out, and I cited instances where tin' trade 
is being affected at the present time. 

t^. I want that testimony explicit, if yon have it, before you get through with 
your testimony. 

Mr. Phillips, The Senator will proceed in his own way and come to thatat the 
jirojier time. 

HOW THE STANDARD OREW IN 7 YEARS l'’ROM f PER CENT (IF THE UKFININd 
CAPACITY OP THE COITNTRY TO !»l OR ID PER CENT. 

A. More than D.f per cent of the refineries that existed in 18T3 were driven to 
the wall before 1817. I can give you the jiroof of it. hut I will make that bald 
statement. I proved yesterday, by the testimoily of Mr. TI. M. Flagler, that the 
Standard Oil Company was formed in IHTI) in (thin. I also proved that in 1873 
W. H. Vanderliilt and other railroad magnates heeaine stockholders ot it. I also 
jiroved that rebates had been paid, and 1 am prepared to prove that they were 
paid lip to 187!). The testimony was taken before the Bacon committee of 1,888. 
First, Mr. H. M. Flagler swore (Fiftieth Congress, first session. House Reports, 
vol, 9, p, 388) they liad a eaiiacity of liiM) liarrels iier day of crude oil in their refin¬ 
ery, the iirodiiction at that time being ahont Ki.oon barrels a day. That would 
give them t jier emit of the retiiriiig capacity at that time. At that time there 
existed in the oil eimntry, sjiread out from Louisville, Ky., to Portland, Me., more 
than 250 refineries. Mr. Henry H. Rogers and Jabez H. Bostwick, deceased, 
members of the Standard trust, swore, in 187!), before tins Hepburn committee, 

aro ri'finovH iilwHit hero with wlioni Mint allianco was inadu, and arn thoy <»r 
are they not allot tliem covui-od hy tlu‘8tandar<l <)ilarrHn^^(•Inent? A. They would come in and 
then they would no out; thiTo in no relinei* that I know of, with one exeeptimi, about New 
York, but what has l>een in the assixiiution. 

“Q. 'V^atare the refln«‘rs that aiM now in uswociatinn of the Standard Oil?—A. The peoiuo 
that are working in harmony with us (•(Hiiprise iilxiiit, 1 sliould think, W) or H5 per cent of tho 
rertners. ^ . 

Now tell us tbeiir nainoM, the leiidinj'ones. A. Some of the leading? ones? The Standard 
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that they owned !)0 to 9,5 per pent of the oil industry of America; that is, its refin¬ 
ing capiwity.* Bear in mind that in 1870 and 1871 they owned 4 per cent, and in 
the hnef spa(;e of 7 years they silenced the fires in 0.7 per cent of the refineries, 
except their own. The history is here. You unsht to haveit. Every man ought 
to read it and know the method hy which they accomplished that feat of throt¬ 
tling that great industry from 1870 to 1870. 

Q. (By Mr. Piiir.i.ii’S.) Do you desire that that shall be put in the record, so it 
shall be before the commission? 

Q. (By Representative Livingston.) Let him state in hi.s own way how they 
did that'in 1870.—A. My own way is simply tlu^ record of this book—the Com- 
monw(‘alth v. the Pennsylvania Railroad C'omiiany. a suit which was for 3 years 
being tried and tin; testimony being taken. 

O. Can you state in a few words how it was?--.A. Discrimination. 

tj. What partimilar method?—A. No different method; only what I have 
explained; the railroads paid it to tlnmi. 

y. If tlie railroads were guilty of this, tell us how they did it; in the form of 
rebates?—A. Certainly. For inslama;, a man owned a refinery or sevm'al refin¬ 
eries in tlie oil c.oiintry; at the beginning of the business the Standard f)il Com¬ 
pany did not have any. They gave a rebate to the men that Owned the pipe lines 
of 33 cents a barrel tor all oil loaded upon the cars on tlu! railroad. The man that 
oiviied a refinery on tiui creek and owned bis own pipi' line wa.s not piTniitted to 
have that rebate. There wa.s 33 cents against him right there. 

y. That wa.s one of the methods by which they drove them out of the biisi- 
„i>tis?—A. Ciu'tainly. flow (snild you do busine,ss against 33 cents profit? The 33 
cents alonc^ would have driven theiii out; but in addition to that, they got 49 cents 
mon;. 

y. How?—A, Transportation by the raiiroad and under agreements. That is 
the way they got from 4 per cent i>f the oil industry in 1871 to 90 or 9.7 per cent in 
1879, ami tlie whole country was silenced. 

IT W.IS NOT TO HKNKI-TT TlIKlIt STOCKHOLDERS TII.VT THE R.MLROADS MADE 
AI.M.INCF.S WITH THE STANDARD. 

Q. What did the Standard Oil Company give the railroads for doing that for 
them?—A. T have pist read Mr. Rockefeller's testimony, and he gives the names 
of the men. He said the railroads did not get it. I read you his evidence; take 
it for what you choose. Hi' was driven out of the business. Out of the fifty odd 
refineries ui Cleveland, 3(1 remained, and they were owned by the Standard Oil 
C< impanv. 

Q. W(41, you ilo not mean to say that the railroads lose that 49 and 33 cents? 
They recoup somewhere'?—A. 1 uieaii to say the stockholders did not participate 
in it. 

Q. The stockholders lost it?—A. I can answer that ipiestion; that there were 
times when there were rebates of 40 cents a barrel; llin'e were times when there 
were rebates of $1.00, and times when there were rebates of $1.33 a barrel—rebates 
paid to these people not only on crude but on refined as well, not only on their oil 
Imt on all the oil anybodv else shipjied.' 

y. Now, then, as the slockholders evidently lost that, as you stated-A. Ido 

not know. 

Q. Where did the money go; where could it go'?—A. Well.they may have spent 
it for wine or may have bought a farm—I do not know anything about it. 

Oilfninmiiy; (TmrlesPratttlH'Soni'(S: Fleming MiinutucturinKt'o.; 'Warden,Frew.feCn., 
nf Pliilaitoli'iliia: tlm Slaailard Oil ( Vaiiiiany. of I'itt.sburg; the Acnio Oil HoHiiing ('oinpany, of 
Titusville; tlio Imiiorial Rcttnina Company, of Oil City; the Baltimore United Oil Coiiii«iny, of 
liaUimore." . . 

Tc.stimtmyof Henry H. Rogers: Proct'odingsof the Special ('orninittoeon Raurfw.ls.appointed 
iindci a rcHtilntion of the Assenildy of the Stdito of New York, IH7S», p. 3615. 

Mr. Rogers afterward.s testified (p 3754) that bis ostiinate <»f iH» er »5 jicr cent was made “as 
ri'garda the refining eniMicity of tin* '•enntry.” 

On pages 3(^)5 and MWt of tae same report Mr. Bastwick’s testimony appears, as follows: 

" If some one man has got h5 per cent of n Ijnsiuess, of any comnioility, I ilon't care what it is, 
they are pretty near masters or the situation. 

“ Mr. STi<:nNh. Do yon admit that tlu^ Standard has iH) per cent of the businea®? 

“The WiTNBSS. 1 (lo not know that I admit it, but I am just giving an illustration. 

“The CHAiiiMAN. Mr. Rogers swears that they have from to i>5. 

“The WiTNBSfl. I will say this much, that jiarties that are in huniumy with one another I 
believe <lo 00. if not 05. per cent of the entire oil business.” 

1 kSee Mr. Archbold, p. 570. 
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Q. Youlmve no evidence to siiovf where it went?—A. No more than the testi¬ 
mony that wa.s taken before Congress, which shows where it went. 

Q. What (loe.s tlie evidence say?—A. I can take Mr. Rockefeller's testimony; it 
gives the wliole history, and lie is not the only witness. I read tliis morning that 
Mr. Vanderbilt got some of it and Mr. Devereaiix got some of it.' 

THU WITNKSS \V.\S TWICK FORCED OUT OF BUSINESS BY K.tlLROAI) DISCRIMINATIONS. • 

Q. (By Mr. Kennedy.) I would like to have you state to this commi.ssion how 
you dispo.sed of your different refineries. What heeame of them? You had one 
in Crawford County, I behove, and one later in Philadelphia.—A. Undoubtedly 
someone has told you I sold out to the Standard? 

Q. No; I have no such information as that.—A. In Titusville, IJa., the Octave 
Oil Comiiany had about eight hundred barrels capacity—eight hundred to a thou- 
.sand—when the Standard Oil Company was formed. We were invited to come 
into the Standard Oil Comi>,any. We were told that if wo would go in, we should 
be allowed (pute a large amount of money for our refinery, taken in stock of the 
company—no money. No money was used in forming this octopus from the 
start. They only had a capital of $1,000,000. and the system was merely to turn 
the crank and make stock and take it from your pocket. The contract was 
presented to our company and it seemed to us illegal and not right, and we 
refused to go in. We attempted to do bu.siness the rest of 18T3. The.sc reb.ates 
I have named here were against us, although the South Improvement contract 
had been repealed. Wo stniggled along until the latter part of 1870, and had to 
quit—shut down our refinery. It cost us $8.'),000 and I think we got $1.5,000 for it. 
We were forced out. 

tj. Was that dismantled?—A. That ran for two or three years, and it was 
finally dismantled. The oil industry was at one time located in the vicinity of 
Oil Creek, or at least 0,5 per cent of the manufaiUured product of oil was in the 
State of Pennsylvania at one time, and at the coast harbor at New York and in 
Philadelphia, but the whole country has been depleted e.xcept some in Pennsyl¬ 
vania belonging to tbe independents—demolished. 

Q. I asked you about the other one.—A. The other one is in Philadelphia. 

y. Is that dismantled?—A. Yes. 

Q. (By Mr. Phieui'S.) When was that ostabliRhed?—A. It was built in IHHO or 
1881, and built at the solicitation of the Pennsylvania Railroad, after the close of 
the suits of 187!l.in which they said they were going to do better; but discrimina¬ 
tion again drove us out. which I have shown to you in this mass of evidmice. I 
proved there was, on every barrel of oil I shipped to that port and .about that 
works, a discrimination of from 8 to 28 cents a barrel.' Who could do business 
against it? 


CARS were refused FOR CARRYINU THE AVITNESR’S OIL. 

I owned a pipe line in my country, from my widls and other wells down to the 
railroad, and they refn.sed to furnish me i^ars.' The Pennsylvania Railroad owned 
1,126 cars—tank cars, bulk cars, fused them for a time, until the order came 
from the Standard Oil trust that I must get no more oil. Previous to this time 
they had been delivering my oil. The evidence- all shows it, and there is the 
whole history right before you in that very book you refer to. 

y. (By Mr. FARquilAU. ) A good deal of your own bu.siness is right here?—A. 
It is all there. 

Q. (By Mr. Piiii.i.ips.) You will make that a part of your evidence here?—A. 
Anything you rvant to use as evidence, use it, and anything you want to cut ( ut, 
cut out. 

Q. (By Mr. Kf.nnedy.) What became of your Philadelphia refinery?—A. It 
was sold to the Standard Oil Company. 

Q. Was it dismantled?—A. It was torn down. Another refinery close by, an 
investment of .$•!,000,(160, that is gone—torn down. 

Q. (By Mr. Ratch ford. ) Did they buy it to dismantle it, a.s far as yon know?— 
A. They undoubtedly did. 

Q. Dismantling took place .swn after the sale, did it?—A. Within a year. These 
cars were sent off into Colorado, Louisiana, and all over the country. A requisi¬ 
tion was made for these cars and every one sent out of the State excejiting 248, by 
absolute count. I sent three men in different direction,, to know what became of 
the cars so quickly and to make reports back to me. Well, the oil commenced to 
come into my tanks .so that I could not do anything with it, and ray property was 

‘StM)i).645. ’ Suit Mr. Loc.p.JJHT; Mr. ArchlHiUl, p.r>l(5. 
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pnt into the hands of the PnKlncers' Protective Association, because they wanted 
ino to shut down my wells. I had a largo production at that time—3,701) barrels 
a day—and I was blocked in it. With a great big refinery in Philadelphia and a 
railroad running through my land, I could not get a single car. Mr. Merchants, 
of the Rocho.ster and Pittsburg Railroad, told mo I could not, and it is in evi¬ 
dence: “ They are going to take our coal traflic away from us if I draw your oil." 
I immediately applied to the courts against the Rochester and Pittsburg road, 
and made them bring cars in, such as I'could. I got one in a week, or one in two 
or three weeks, or one in four weeks; but I was deviled to death, until I had to 
(luit. 


TItU WITNESS HAS NOT WISHED Ti.) COMBINE WITH THE STANDARD. 

Q. (By Mr. Kennedy. ) I want to say to you iii all kindness that I think you have 
made a remark that was rather discourteous and unkind in regard to somebody 
having told me that you entered the office of the Standard (.)il Company in order 
to see them about buying yoiir property. When Mr. Arch bold was on the stand 
he did tell about other people having gone to the Standard (til Comiiany to enter 
a combination with them,' but your name w.as not mentioned, and I iiavt no 
information that you went there at that time.—A. It was brought up in 1888, 
and ever .since I have had to face a charge that I Avas groping around trying to 
si'll to the Standard Oil Company. 

Q. (By Representative Livinhston.) Do you not think that you had good 
cause to go around to sell it you could seU't—A. Well, 1 did not want to. 

Q. I should have sold a long time since.—A. I would not. I have stuck to my 
te.xt. I do not like it; it is gross violation of rights. 

Q. It is a (iiieslioii of sentiment with you principally?—A. No; it is a ipiestion 
of iirinciple. I can not afforil thi,s—not now. 1 may if this thing ki'eps cm—in 10 
years longer, if (foil permits me life. I will go in the face of the law and protect 
my own rights if necessary. 

Ml niTTHRNESS IN DENNSYI.VANtA ON ACCOUNT OE THE REMOVAI. OF ItEElNKRIES. 

1^. (By Mr. Farquhar.) In this matter of the Standard Oil Coiiipany buying 
nil ri'fineries and dismantling them or deinoli.shing them, has it not been in Pi'nn- 
svlvania tor a great many years quite an irritating sulyiect with a great many of 
the smaller places there that they wore abolishing these refineries and the trade 
passing away from this section? lias it not caused an imbitterment on the part 
of the peojile where the local refineries had been established and wore then taken 
away? Is it not a common saying in Pennsylvania, as against the Standard, that 
they have changed the Im.sini.'ss from the Pennsylvania lield to New York? Has 
not this caused an immense amount of hatred, bias, and vituperation toward the 
Standard Oil Company?—A. No.-' 

Q. You say no?—A. No. 

tj. In your own former testimony did you not speak of the complaint of the 
Pennsylvanians that. Pennsylvania, and e.spiHiially Pittsburg, had been robbed 
of the legitimate work that belonged to it; that the whole labor of the refining 
had been swept out of the State of Pennsylvania, wages had been taken away 
from Pennsylvania and had been taken down to New York by the pipe lines?—A. 
Since that time Pennsylvania has got more refining capacity than in those days. 
Philadelphia is one of the largest manufacturing center.s. They themselves have 
come back to Pennsylvania and built up the most enormous work.s. That was 
not the conditiou when this testimony was given, but in these times it is different. 

I'ENNSYLVANIA IS THE BEST HI.ACE FOR REFININC) DIE. 

y. I am ghad to know that. Now, a.s a refiner and business man, do yon not 
think there were legitimate rea.sons why a good deal of the refining might better be 
done in New York, especially in view of the by-products that came into general 
u.se, than it could have been in scattered distnots in Pennsylvania?-A. No; and 
I will tell you why. 

Q. So you think the representatives of the Standard Cil Company ivere incor¬ 
rect when they testified before this commission that it was purely a business 
matter, and not a matter of prejudice, that they had dismantled this business in 
Pennsylvania and Ohio and .substantially done the work in New York?—A. No; 
that is entirely wrong. They are mistaken in the answer to that question, from 

* Sou pp.ChM), Wl. 5‘Sco Mr. Kno.p. JJ68. 
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the very fact that they have come hack there to-day and are manufactnrinc 
hy-products very largely. They have come hack there because fuel is cheair 
because miturargas is there in large (puintitie.s. There is an abundance of most 
excellent water, and 1 believe to-day they are sorry that every single refinery they 
have is not located somewhere in Pennsylvania. Tlicy have come back there and 
spent millions and millions of money in Pennsylvania since they made that 

excuse, that it was not the proi)er place to refine oil.' 

Q, (By Mr. Phili.ips.) You were about to go into the discrimination.s up to the 
time of the pa.s.sage of tlio inter.stato-coiumerce law?—A. V'os; I have figure<l the 
matter up to 180!). 

(J. Then will you oblige the Commission by taking it np to that time?—A. I 
have no further evidence. 

Q. You have already covered that ground, you think?—A. I have gi\ (‘n enough. 
I have some other matters where riibates are (collected. 

tj. Then are you ready for (piestions in regard to the formation of these re<'(mt 
companies, pipe lines, etc., at this time?—A. Y'es. 

THE WITNESS DETERMINED IN IWKi TO UNDERTAKE A PIPE LINE TO THE COAST. 

Q. It has been charged here that you and others are connected with a trust in 
various pipe lines in the oil country—the Pure Oil Company. Will you oblige the 
ia)mmission by explaining that?—A. In 18110, in the latter part of the year, owing 
to the high rates of freight over the railroads, the tran.siiortation of our refined 
and crude oil was so expensive that personally I determined to build a inpe line 
to the Atlantic coast, if possible. In a six-retive way, as everything ha<l to be done 
then and has to be dom,' now. I placed in the field some twiaity e.vpert right-of- 
way men to secure the right of way for a pipe line. 

NEOOTl.VTIONS WITH THE llEAinNO.-“ WE SHAI.I, DISTUIll! OCR RELATIONS WITH 

THE STANDARD." 

I knew very well that it would be imi«)ssible for ns to go clear through to tiie 
coast with a line, and I went to Philadelphia and saw Mr. AIcLeod, the presi¬ 
dent of the Reading Railroad. 

I pre,seuted my iiuestion to him. with a proposition that we would get the pipe, 
the right of way, to Williamsport, and there connect with tin! Reading Railroad, 
and with a right to lay our iiijii! line, for a time, as we could build it, on a right 
of way of the railroad. I told him the amount of tonnage that wo would give 
him, and made preliminary arrangements, and be said to me: '■ A'ou return after 
a time.” I did; I was alone; nobody knew anything aliout what I was going to 
do. I met Mr. McLeod and Mr. .John Taylor, the general manager, and I.ovvry 
Brill, the general freight agent. Lowry Brill is now of the New .Jersey Central. 
All these gentlemen I'ame into the room. And. by the way, there was one other 
man; I do not remember his name; anyway, all the chief ofliinals of tlie road. I 
had to reduce my ]>ro])osition to writing. The rate of freight was agreed uiion 
and the basis of a contract was put in form, and I was to retnni at their disjiatch 
when they were ready. I never got the dispatch. I returned, and took with me 
some other gentlemen from the oflice, and I .said: ‘-What is tlie reason of tliis?" 
And they said: ” If we give you this contract wo shall disturb our relations with 
the Standard Oil Trust, and we I'an not do it;" and I was dismissed. 

NEIiOTIATIO.NS WITH THE NEW VlIRK, ONTARIO AND WESTl'.RN. 

From there I went to New York, and had a eonferenee witlv tlie memliers of 
the Colnmliia Oil Company of New York, Mr. King and Mr. MeDoiiald, (liey 
being independent refiners of the coast. I laid tlie matter before tliem. and we 
went from there to the offici! of the New Y'ork, Ontario and Western Railroad, 
which runs from Oswego, N. Y.. to New York City. We tlien oneJuded. Brad¬ 
ford Jieing ,iust here | indicating on map], to follow the boundary line of Pennsyl¬ 
vania bordering on New York, to a place called Hancock, N. Y., where the Erie 
Railroad crosses the Delaware, and into the small city or village of Hancock, and 
across to the New York, Ontario and Western liailroad, it being to the north 
of the Erie Railroad about 1 mile. 

THE STANDARD TAKES AN INTEREST IN RKIIITS OE WAY. 

Our men secured this right of way through the State without very much oppo¬ 
sition, because the Standard Oil Trust had not got on to our movements. Finally 
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it became known; and all at once came in a number of men who were very anx- 
iouH to build a line right exactly where we W(;re building one, althougli the Stand¬ 
ard Trust owned a line right parallel with the State line, buck a little in the 
country, running clear through to New York City. They did not need the line, 
because lying in the ditch were two parallel lines running from the oil country, 
from Glean, to New York: but they did not want ns to build a line, and these 
men, as set forth in this pamphlet, came along and took up rights of way on top 
of our rights of way. They went to the nn^ords of the several connti<^s. and 
examined the tith*s to the land that we had got rights of way tJirongli: audit' there 
were mortgages again.st those properties they bought the mortgages. The <^wner 
was in debt for the place, and if he had overstepped his rights in law. by holding 
that mortgage tliey induced that man to give them another right of way. In the 
State of New York, beyond the State line, we had ahont 6 miles to go down to 
the Dt'laware riv(‘r: and tht‘y (uime along and bought strips of land right ai'ross 
our right way in Pennsylvaniji—strips of land from a mile to a mih* and a half 
long—throwing us into the courts in every instance where they could.' 

NEGOTIATIONS WITH THE EKIE. 

Before wo starl od to lay our pipe I went to the Eri(‘ Railroad office in New York, 
and saw Mr. tT(H)rge M. Thomas—the president of the road, T think he was at that 
time. 1 nmt Mr. Thomas, a perfect stranger to me, and I told him what wo 
wanted to do. We wanted the right to go undei' the Erie Railroad at Bradford. 
“Why,” lit' said. “ c(‘rtainly you can go under the railroad with your i)ipe.” 
“ W<‘H.” said I. “we are going down to Hancock, and we want tf> cross your rail¬ 
road or piiss under it, (‘ither in the deep water of the Delaware or else through 
the bank of lln^ road, with ourpi]MK” “ Well.” ho said, “ we are disposed to assist 
all ]>rogre.ss, ami I will tak(* tliat under advisement, and you can come back here 
in two w(!<*ks. But you go alu'ad and go under our roa»l at Bradford or any 
otlun- point that you can.” I said I was very glad that he received me so kindly, 
and that he gave m(‘ so much encouragement: that I would commence laying our 
line on tlie (iiitario and Western Railroad, a mile north of Hancock, within the 
boiNnigh limits. “ W('ll,” he said, “ you return, and the matter will be fixed u]) 
all rigid .” I said: “ 1 am afraid tiiat soimdhing will intervem?, some power that 
will overcome you in this matt(‘r, and your views will be changed.” “No, sir.” 
said he, “ the Erie Railroad runs its own business, and whatever I have deme will be 
carrh'doiit: but this other maUtn* I shall be obliged to take up in sucli a way that 1 
shall be certain.” I then get up to go, and he detained me. We discussed tlie 
(jnesliouof trans|iortation and luisiness generally: and Iwent away and went to 
work, and worked a eou])le of weeks coiiiiecting our line to the Ontario and W(‘st(‘rn 
road: bought 11 acres of ground on which to build our storage tanks, and put in 
llie pipe. 

REFINED oil—THE STAN'I>AKI> SAID IT (’OUED NOT BE DONE. 

We laid two lines, nffined and crude. That is a thing that the Standard Oil 
Company never did. They said it could not be done. We pump refined (Ul 500 
miles and deliver it on board vessels in New York, and it comes out just as bright 
as it did at the refii:ery. We imnip our refined <(il. 

Q. (By Mr. PiiifOJPS.) Do the Standard Oil (kunpany pump theirs?—A. No: 
they said it could not b(i done, although they are the inventors of (‘verything, and 
are the bened'aetors of the worhl.- 

THE ERIK HAILUOAD 18 HF.I.EFUE. 

I laid that line down to the Erie bridge—the hig iron bridge that crosses the 
Delaware—and I commenced on the other side of the bridge, 1‘20 b'ct away from 
tlie upper side, or the lino of the right of way. and I laid the line out toward 
Pennsylvania. Wehad had onrfightsoverthisnghtof way. I knew tlie men that 
were ihvro taking up these rights of way to have been in the employ of the Stand¬ 
ard Oil Company. 1 knew the men personally, and my men knew them. If 
neci'ssary I can call their names at tins moment. 'Wi> had overcome.as we thought, 
the obstacles, and I went back to New York to see Mr. Thomas, and he came from 
his inner room and took me by the hand and said: “ You can go under our bridge 
at Hancock in tbo deep water if it is advisable, or in the bank,” and he spoke to 
the general manager of the road—his name I forget; ho was present at our con¬ 
versation; .so was Mr. King, of the (kdumbia Oil Company—and he said: “You 
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wire Mr, Dnrr, the divisien .superintendent of the Susquehanna division, to meet 
Mr. Emery at Haiicoek t (i-morrow morning and go with him to locate their oil pipe.s, 
either to go tlirough the deei) water of the Delaware, or to pass through the bank 
of tlie Erie graile.” I took the !) o'clock train. This was done—this message was 
sent—I saw the gentleman write it. I took the i) o’clock train, went to Hancock, 
and got there about 3 o’clock in the morning, and I immediately went to the 
Chandley House, near by. I was anxious to know wluither Mr. Durr was there. 
I was afraid something would happen; but to my surprise Mr. Durr was there 
waiting for me. The next morning I took a c.irriage—my wife was with mo—Mr. 
Durr, my wife, and myself We rode to tlu> Delaware River, which was not half 
a mile away, crossed the river, it being low, sounded the wat(;r, went upon the 
bridge and saw where the ro(;ks werti, etc., and concluded the best thing we c.onld 
do was to go through the bank. There were two ends of pipe 130 fitet apart. He 
said: “ jlv. Emery, I will make a profile of this and will have it in your office one 
week from to-day.” That wa.s to bo on Thursday. I said, “All right.” I went 
home ami I started our pipe, and the very first place where we had to lay the pipe 
was under the Erie track. 

THK EKIK CK.ISICS TO liE HELPFUL. 


Q. (By Mr. Clarke.) What'f—A. Under the Erii^ Railrcad trai^k. Itwasinthe 
.switch y.ard; some four tracks side by side; and it was pretty difficult to go in 
there. We went there, honestly supposing we had a right to do so. I had spoken 
to the superintendent ahoiit it. and he did not know anything different. When I 
returned to New York, previous to this time. h<> said, “ All riglit.’’ Wo were work¬ 
ing away with our imui, and the fir.st thing I knew, down came a force of two or 
three hand cars, and they .iumped on the track and attempted to put our men out 
of the ditch. I was ;it liiy office uptown. They went to the nearest telephone, 
and I went down there, and they were having a contest. My refinery w-as (dose 
liy. and I ordeiTHl tiie whole force out, and we drove off the opposition. We had 
what we term now^-a-days a " scmp.” I drove them away, and went on with our 
work. 

& (By Mr. Pini.r.iPS.) That was near Bradford, was it?— A. Right in the city 
of Bradford. The next morning we were enjoined by the court. This was the 
Erie Railroad that was objecting now, you understaml. 

Q. And was it in the State of Pennsylvania, wh.ere you had the right of eminent 
domain?—A, Yes; I should have said that befoiii. A letter W'as addressed to me 
by our attorney. This letbu- I wall juit in evidence, because I know all the facts. 


IHFKERE.NT LAWYERS. KEPRRSKNTI.Nfl DIFFERENT RAII.ROADS, R.YISE THE S.VME 
OBJECTIONS AND SUPPORT THEM WITH THE SAME ARGUMENTS 


September s, is'.t'.t. 

Hon. Lewis Emery, Jr.. 

liradford. I‘<i. 

My De.vR Mr. Emery; In reply to your inquiry am pleased to make the fol¬ 
lowing statement: 

The fir.st legal opposition that we met with in constructing tlii! line of )iii)e of 
the U.S.P. L. Co., was an attempt to prevent us from laying pipe under the track 
of the Erie Railroad within the limits of the city of Bradford, at a point where 
both the National Transit Company andtheTide-Water Pipe Company had previ¬ 
ously laid their lines, .and, so far as can be learned, without the slightest objection 
on the part of the railroad company. We pre.sented our bond and petition to the 
court of common pleas of McKean County, and were met by attorneys on the 
part of the railroad objecting to the granting of the prayer of the petition and 
the approval of the boncl. They had at this hearing a very exhaustive brief, with 
which they s(!era(‘d not to be familiar. They ajtologized to the court for the way 
in which they presented same, saying that it was prepared by Mr. Elliott, and that 
they had not had the time to carefully consider tlie same. 1 took very full notes 
of the authorities cited and of the twints made by the attorneys for the railroad 
company. 

A short time after this I had occasion to .appear in the courts of Tioga County, 
representing the U. S. P. L. Co. in opposing a bill to restrain the company from 
laying a pipe under the Tioga branch of the Erie Railroad. The attoiaieys at this 
hearing seeraeil to have the same brief as was used in the hearing in McKean 
County, citing the same authorities and making the same points. Later I repre- 
seutej the U. S. P. L. Co., presenting a petition and bond to the court of Brad- 
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ford County, for the right to lay a pipo under the track of the Northern Central, 
at a point south of Elmira, and was ,aj'ain met by what ,appeai'eil to be the same 
brief, authorities, and points. The ()b]ection.s in all the cases were many, and the 
authorities cited numerous, and what seemed to me strangle was the fact that in 
ea(!h there appeared to he the most complete harmony. It is wonderful how the 
minds and labor of attorneys so far separated should bring out the same ohjeo 
tions and support them by the same argument, yet so it was. 

Very truly, yours, 

W. E. Buhdiok. 


thk oo.ntest with the euie, at haxoook. 

Wo bought our way under every single road from there to Hancock. When we 
got to Hancock I knew there was sonusthing wrong. But I went with my men to 
connect up these 3 pipes. 120 fe(d apart, and we were met first with 2 derricks and 
3 locomotives, a flat car (containing lumber, and a little brass (cannon that had 
been used for shooting boles through the tank that was run off the tra(ck, ami a 
car liolding about 71) men. The mouucnt we came there with our nnui tliey sup¬ 
posed, of course, we were going to connect up these 3 pipes. They thrciw off 
the old slabs .and stuff, and built a sort of a cob fire over ea(di end of the pipe. 
They threw off the lundier and built a hous(! on each .sithcof the track, and put 2 
me)i in them with Winchesters. We stayed there 3 months looking one another 
in the eyes. We never got under the track. We spent .$70,0(10. 

TIIK NEW YORK, ONTARIO .AND WHSTHRN VIOL.VITSS ITS OO.NTRACT. 

The Ontario and Western were induced to violate their (contract. T .should state 
that we went by the Ontano and W('st('rn because w(‘ got a contract out of them, 
by which they would transport our oil down to (loruw.all on the Hudson; ami 
there we were going to put it into boats, and draw it down to New York and 
(lei)o.sit it in our tanks. That (contrac.t g.ave us tine right to construct a pipe line 
on the right of way to tine Hudson, for whic.h we were to pay them a royalty of 2 
c('nts a barrel. We ivere even cut otf from that contiTuct by tin' same power. 

MORE I.EOAl, CONTESTS—THE SAME BRIEF-CONTRA(C’l' WITH THE ,NK«' .JERSEY 

CENTRAI,. 

Wo kept a standing anny there at H.ancock, We went back 70 miles to tlie 
Susiiuehaimji Rivj'r, jind we flimkod the enemy until we got down to W ilkesbarre. 
At Wilkestiarre we had (conte.st after cont(‘st in passing under the tracks of the 
I)., L. & W. and the Lehigh Valley and other roads. This sjune brief came into 
the (-ourt. Seven bawyer.s,reiiresenting different lines, were against us. each one 
reading the .same brief, making tl'.e s,ani(i points. We beat them; and we built 
our lino through, and we connoct(>(l with the Jersey Central Railroad, a friendly 
I'iiilroad, whi(di had a contnuct with u.s to draw our oil for ii term of i)U ye.ars, with 
a right to cancel the contract by a certiiin number of months notice.' 

Q. Who had the right to (camci'l the contract, the United States Pipe Line Com¬ 
pany or the railroiidV—A. The United States Pipe Line Com)iany. We stopped 
there for a time because we were out of money. It cost us more than SloO.OOO to 
hght our way to that point; their keicping us from going to Hancock, and the 
expense of going down to Wilkesbarre, litigatij.n, loss of time, and loss of our 
business. Then we stayed at Wilkesbarre about l .t oi- 2 yejirs, and we comduded 
we would go on. So we secured a right of way from Wilkesbarre over t .i a phice 
about 30 miles above Easton. We built that line there to the river and then we 
went into-lersey. The first thing we Inid to pass umbu' wiis the Pemisylvania 
Railroad. 

NO FREE PIPE-I,INE LAW IN NEW JERSEY—THAT OF NEW YORK H.AS BHKN 
AMENDED AWAY. 

pipe-line law in the State of New ,J((rsev?—A. No. 

N ■ , ■ I^'^-f^kEDY.) Is there in New York?—A. Yes.' Y'on want me to 

explain the law to you? 

I think I had better do that. In IS'SNew York 
pas.sed the first pipe-line law that was passed in this country. It was passed iimler 
the same pressure as the Pennsylvania law. It was a good, free, open law, and 


' 8oe Mr. Arehbold, pp. !m, ,5:!0; Mr. Phillips, p. (Kll. 
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the Pennsylvania law is copieil from it. But someone in 1890. just before we got 
down to Hancoek. went in .and had that law amended, and it became absolutely 
inoperative. 

Q. (By Mr. Kennkdy. ) And you can not get the right of eminent domain under 
it?—A. Yon can not get the right under that. The pipe line to Buffalo was laid 
under the original law. It was a good law. 

(lOOl) FORTUNE IN OUTTINO PAST THE I'F.NNSYl.VANIA. 

Wo had to go under the Pennsylvania Railroad. Fortunately, we found one of 
the Sem-etaries of the Treasury of the United States who lived in Trenton—I can 
not think of his name now—but we s(>arcbed up a title and we found that ho 
owned an acre of land, just 1 acu'e. which was used many yeaiss ago. during 
Revolutionary times, for a wharf and a dumj)ing place for viu'y, very old fur¬ 
naces, iron furnaces, just back there. He did not know he had it himself until 
we found his title. We bought it, and paiil §.100 for it, and we went under the 
Pennsylvania track. 

Q. Did they have the right of way across this?—A. Yes; but we had a title for 
the land. We had the title and went uniler there after a long contest. 

TROriiLE WITH THE I)., I., .t W. 

We got over to the D., L. & W.. within the borough limits of Washington, N. ,1., 
and we bought a farm, the Stewart farm, over which the old Morris and Esse.v Rail¬ 
road passed. The charter was granted in IHIili; and an easement had been bought 
over that land and paid for—bad a deed of it. We bought the fee title of the land 
ov(‘r which the right of way was .given. Our attorney said we had a right to 
(X'cupy that land. Si.x or 8 months before that we had put in a iiieeo of pi]ie to 
test what they were going to do, and they tore it out. So we thought we would 
not be iKuiteii, and I took .10 men from our line and we went over there in t he dead 
of the night and I jdaced my men on both sides of tlu^ hill. They bad a watch¬ 
man of the road passing up and down with a lantern in his hand, back and forth. 
He would come up to the culvert under which we were to jiass the roadway, 14 
feet high from the ground. He would look down and see that silence prevailed 
and go away. About 4 o'clock in the morning we took possi’ssion. and when 
9 o'clock had arrived on Sunday morning we had two jiiix! lines buried 4 feet 
under the earth, and fastened to timbers as beai y as a sjian of horses could draw. 
We piled rocks on top of them and anchored them with chains, built a house on 
each side of the culvert of the right of wuiy and tookonr breakfast in cani[i. About 
TI o'clock some men came along and saiil: " You get out of here," and came down 
with their jiicks and bars. 1 was there in the ])it myself and he said. " You will 
not get out?" And I said, No; we belong here. It is our line and we will not 
disturb the railroad." He .said, '‘Yon will get out; come along, boys." I said, 
'• Don’t be hasty; " but be was a little hasty and 1 told the boys to take tbe men 
by the shoulders and the .seat of the pants and take them out and lay them down 
carefully, which they did. On Monday morning two wrecking cars with 9.')0 men 
rode in from Hoboken. They made a charge on the little band in tbe piit and wi; 
drove them out. That is :ill there is about it; we drove thi'in out. 

Q. (By Mr. Clarkf..) 'When was this'?—A. This was in 1891. They wanted to 
compromise the matter, and wanted to go to tbe courts, wln.-re we wantecl to go. 
They said; '■ You iiermit our men to go into this subway, and permit them to 
remove some earth, and you go through the formality of arrest." I .said: "All 
right." When we got down, and they wantisl to move the wagons away, off the 
pipe, we said,no. He said; "The wagons are in the way." I said: "They are 
there on purpose, and I am not green enough to give you any advantage just now. 
The wagons will stay there. If you want to do any business of that character, go 
on.” We arrested tlieir men, and they arrested our men, and they wanted to know 
it we would go uj) and have the trial. So we went uptown, and the shorilf had 
the men we wanted before the jmstice of the peace. Each one had bis trial and 
was bound over to the court, and the issue was made op. and we went off to our 
dinner at the hotel.asi suppo.sod, when men came rushing on horseback and said: 
" They are in a fight.” I jumped into the first buggy I found—1 did not know 
whoseitwa.s—and I found these traitors, who had promised to take this into court, 
there with two locomotives standing on top of the track hitched cbise together. 
They were running hot steam and water down into this pit on my men. They 
went to the fire box and threw hot coals down on them, threw stones, and clubbed 
us: but we wliipi>ed them. I ordered every man out of tlie jiit. I told them if 
they came back there I would shoot them. Wo barricaded ourselves, and the 
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Grand Anny of the Republic gave ns 48 mnskets, and I sent to New York and got 
18 Springfield rifles. We bound our pipes in with wire and we tied them down, 
barricaded our house, and stayed there for 7 months holding possession, until the 
court decided we had a right to stay there. The very men who an* at the head of 
tliis—I knew them—the men who were there on watch were in the employ of the 
Tid€‘-Water and the Standard Oil Company. W e are pumping oil through to the 
Jun<*tion. aft(‘r the difficulty we had in getting tliese rights of way tlirough New 
Jersey. Tlie very sanu^ men we found up in New York were offering as high as 
$5 a 3‘od to tile farmers, instead of $1.50, whi(4i is our price. * The whole community 
turned out to hel]) us, and didended us liec.ause of the public wrong. We built 
tliat line through. 

THE PIPE ENDS 50 MILES FROM NEW YORK -THE FREIGHT RATE FOR THAT 

DISTANCE. 

{By Mr. Phillips.) Through to where?—A. Through to the Junction, 50 
miles from New York. From there we have a rate of freight: not, as was stated 
here by one of the witnesses on tliis staml, a discriminating rate. Tlit^ total 
pri(“e, T beli(!ve, as given here for tran.sporling a barrel of oil from tlie oil regions 
to tlu* si'aboard. by the Standard lines, was 45 c(*nts. We pay for that 50 miles 
on our refined oil 7,'„ cents, and on the crude (U cents. It is n<d by the carload, 
or, as stated by the witness, about $6 or .$7 a (;ar. We give them (-ars that hold 
from 152 to 150 barrels. That mak<*s about $10 a car; a great big rate of freight 
for a haul of 50 miles. The road is very glad to g<*l it. It gives th(*m in revenue 
$200,000 a year.' 

(By Mr. Clarke.) What road is that?—A. ThcNew Jersey Central, friendly 
to us. 1 commend them. No discrimination, mind you. It is a rate tliat isopen, 
and iu>t a st'cret rate. Anybody else can <*ome in at the same })riee. We pay 
fn>in tliat ])oint tli(' 7 (Muits, if we choose to, and tbe0c<‘nts: and we comiiete 
with the Standard (.)il (Jouipany in the markets wiierev(*r w'e have fair comiietition 
and fair radroad rates. 


THE RAILROADS HAVE W^ON AT LAST. 

We have contested this suit in the courts of New Jersey for the last four years: 
and now a decision has he<-n handed down by the ehaneiilors court tlnit the 
Cfuitention of the United States Pijie Line agaiiLst the D., L. & W. Railroad is 
not valid, and we havi‘ notice that we must take the.se ])i])es out. The railroads 
of this country are a barrier to any modern impnivements of trans]K)rtatioii. 

Q. What was the ground of tlu* decision: do yon know?—A. That they had a 
title, not only an •'asement. but the title or the feo in the land, altliough tliey did 
not buy the tee. There w'ere two decisions in our favor hv the vic(*-chaucellors, 
one by Viced.4iam-ellor Emerick and one by another- 1 «lo iiot recollect his name. 
But they Were reversed. So our line has got to come out, from under that road. 
It is (hiiiig no harm, lying in the midst of a large tunnel, or, I would have said, 
an open cut. And the old faniK'r, reserving tlu* right, has egress and ingn*ss to his 
fields on both sid(‘s. Nevertheless, the court is against us. I thought I could 
prodiUM* a letter by wdiich Ave are given notice that we must remove those pipes 
immediately.* 

What State Avas that?— A. Ncav Jersey. 

(By Mr. Piiiuaps.) Thedeeisionof the loAver court, if I understand-?—A, 

Sustained tho principle that we had title. 

Q. Was reversed afb.TW'ards?—A. Reversed in the chancellor's c(.uirt. Tli(*re 
is anolher court which is higher than that—tin* superior court. 

Q. Hus your company ai*p(‘aled tliat case?—-A. Oh, Ave liave gone through with 
all of it. Noav, then, tliat is the story of attempting to stop competition in the 
busines.s. 

Whereupon the commission took a recess until 2.15 o'clock in the afternoon. 


Washinoton, D. C., Tiwadan, Septemhei' /?, JS99 — ji. m. 
Tho commis-sion was calh^d to order by Vice-Chairman Phillips at 2.20. 

Leavis Emery, Jr., again on the stand, and examination resumed. 

Mr. Phillips. Senator Emery will noAV proceed with his testimony in his own 
way. 

' C<)ini)aro Mr. Archl>4)l(l, i)p.r):*y,,A;J0. 3 S<m‘ 
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THE UNITED STATES PIPE LINE COMPANY; ITS VOTING TRUST—THE STANDAHt) 
BUYS STOCK IN IT. 

The Witness. I desire to take up, in connection with what I was saying this 
morning, the suhiect of comiietition. The United States Pipe Line Company was 
organized witli a capital originally of $000,00(1, and at the present time its capi¬ 
talization is $3,000,000,1 believe. We formed in that comi)any a voting trust. I 
should say that the United States Pii)e Line Company was orgahized under the 
general corporation act of the State of Pennsylvania. We formed a voting trust 
for the purpose of keeping the stock out of the hands of anyone that was disposed 
to attempt to control our operations. There was at tlu! tiini^ this trust was 
formed. I think, about .$8(K),0(M) of the stock subscribed tor, and every dollar of it 
was in the trust. However, regardless of the provisions of this trupt. the Standard 
Oil Comiiany purchased at an advance on tin! par value, which is $100, .$380,000 
worth of the stO(!k, Biifore they had purchased it, however, the stock taken had 
been increa.sed by new subscriptions to about $1,300,000; but their expe<;tation 
and attempt was to get the c.ontnd of the stock. Owing to the loyalty and 
determination of the re.st of the stockliohhws, they wen; unable to purchase any 
more stock. That trust is in e.’cistence to-day—a voting trust. The Standard Oil 
Comjiany presented themselves at one of the yeai’ly nnsitings of the United States 
Pipe Line Company and attempted to vote that stock. We refused, by unanimous 
resolution of stockholders, to allow tin; representative of the Standard Oil Trust 
to vote that stock, and In; was ejected from tlu! room, out of which gniw the suit 
of the National Transit Company and J. C. McDonald c. The United States Pipe 
Line Company. 

THE STANO.VRO OUTS A DlRElTOlt O.V THE liOAUl) OE THE UNITED STATES CIPE 

I.INE COMPANY. 

Q. (By Mr. Piill.i.lis.) In what court?—A. That was brought in the McKean 
County court, and was appealed to the State supreme court, lint was never heard 
by the supreme court. The case was not even called up. Our attorneys were 
notified that the appeal was illegally taken. b(!cause an ofticer of the comiiany had 
not made an affidavit to thi; bill of appital. although a sto(.'kh(dder had made an 
affidavit. I was absent from home. On that ground the supreme court of the 
State of Pennsylv.ania threw it out, although we gave to the court several deci¬ 
sions wherein other courts had luild that to oft'ei' an atliilavit made by a stockholder 
of the company was (piite sufficient for an appeal to the suprenK? court. This is 
the case. The Standard repre.s(!ntativ(! has since been allowed in the meetings; 
he has listened to the (hiliberations, and h.as been allow(!d to vote upon .su(!h 
(luestions as he chose to vote on, ever sinct! they have held this stock. They still 
own it.' 

Q. Was this gentleman elected as a direi;tor or not?—A. He was eh'cted by the 
circumstance of having this stock. We recognized him, and he was elei^ted, and 
is a director of the company; c-oted in eveu'y time we elect. He knows just 
exactly what we are going to do, and participat(!s in everything p(!rtaining to thii 
general business of the (;ompany. 

Q. (By Mr. A. L. ILvitRis.) Was he prohibited by the law of the State of Piuin- 
sylvania.or by a by-law of your company?—A. 'From entering? 

Q. From entering; from voting.—A. I can answer that (|UCstion later. I can 
not ju.st at the moment; 1 can read the plea of our people which is here. I ilon't 
know which it was. It was on some ground; we thought it to b<! a legal ground, 
and we still think so; but whem we were cut off by the suprenu! court's decision 
that the affidavit was improperly made, why, of course, our case failin,g,wo could 
not renew it. That is alt there was about it. Our attorneys denominated it a 
technical matter, and not one of good law. I don’t know anything about it. 

THE INDEPENDENT liEFINKlUI'.S ARK INDEPENDENT. 

The stock that these people purchased in the United States Pipe Line belonged, 
some of it. to three of the largest refinery owners in the assoiuation of refiners.’ 
The refineries belonging to the independents liave no connection with any of the 
stoi’k comjianie.s. The refineries are owned by individual operators, and have 
nothing in common with the United States Pipi' Line,or the Pure Oil Company, 
or the Producers’ Oil Company, Limited, or any other transportation or oil market- 


1 Soo Mr. Loo, p. 270; Mr. ArchlKiliJ, p. 577; Mr. Phillips,500. 

2 See Mr. Westgate, p. 070. 
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ing company. Tliey market their oils individnally. They are competitors vrith 
one another. I go into the market and I meet there my brother refiner, and I put 
a price upon my goods and he puts a price upon his goods. No ob.icction: free, 
open competition among all the.so refineries that aro in the field. There are to-day 
something like 15 of them, which furnnsh oil to the transportation companies; 
and we sell oil not only to the Pure Oil Company, doing business in EurojK!, but 
we sell oil to England, France, Italy,and every other country, independently of 
the Pure Oil Com 5 )any. So do not confound these refineries with what we are 
going to finally deal with—the trust; because they have no connection with it. 
They are imlependent; all competing against one another in the markets of the 
world.* 

Q. (By Mr. Farquhab.) Do these refineries also sell to the Standard?—A. Oh, 
yes. I sell the Standard lots of goods, and I make them pay all I can, too, like 
everybody else. 

KKFINEKIKS RECENTLY BOUOHT BY' THE STANDARD AND DISMANTLED. 

Those throe gentlemen that I referred to as owning three of the largest refiner¬ 
ies connected with this refiners’ association—^if you choose to call them such; 
they aro not an association—when they sold their stock they sold their refineries 
as well, and they reiwived a large sum of money for them. Within less than 
8 months from the pnrcliaso of these refineries by the Standard Oil Ci unpany one 
of tla'in, belonging to Mr. Ramage, was di.sinantled and destroyed. The next to 
be partially dismantled was that belonging to Hon. John Fertig, of Titusville, 
known as the National Refining Company. The next was tin.-. Continental Refin¬ 
ing Company. .All these refineries were first class, and built, especially the last 
two, in modern times, and with every improvement; so was Mr. Ramage's; in 
fact, he made more by-products, etc., than any other. All these refineries have 
been demolished and taken from the ground where they originally stood. That 
has all happened since Lslri.- 

Q. (By Mr. Pmi.Lli's.) Was any effort made to buy other refineries?—A. Oh, 
yes.'* These people seemed to constitute themselves a <-ominittee. They labored 
with me. and labored with others. They .said that it was the best thing to sell 
out and ipiit. The rest of us did not think so. and we are on earth yet. I should 
have been glad to have gentlemen who aro anxious to hear about these modei'n 
things hear those i'epro.sontat ions. 

THE eURE OIL COHEAXY—ITS VOTINII TRUST HAS BEEN .MODIFIED. 


Q. Now, will you explain something in regard to the Producers' Oil Com¬ 
pany?—A. The Standard Oil Company Ixiught a maiority of the stock of the 
Producers' Oil Company, Limited. Its method of operation in purchasing that 
stock you have before you already.* Through the same method they purchased 
a majority of the stock of the Pure Oil Company. Limiteil. They have not been 
permitted by the courts to vote it, and it has had to go back into the hands of the 
original owners, if necessary, by order of court. 

Q. Will you make some statement in regard to the Pure Oil Company as 
organized thereafter?-A. The Pure Oil Company is organized under the laws of 
New Jersey. Its capital at present, I believe, is $3,000.0(10, with $:!T7,000 paid in. 
We are very much afraid that when our United States Pipe Lino Trust expires, 
Mdiich will be within the next 15 months, there may be some attemiit to .get pos¬ 
session of more of that stock. We have felt the necessity of combining or putting 
the stock of the several companies into the hands of the Pure Oil Company and 
forming a voting trust, solely for the purpose of protection. I desire to say that 
the paper*' Yvbich was referred to has been amended. First, it is not a permanent 
voting trust. Second, throe-fifths of the stock voted at any time can dissolve the 
trust, o” can overrule the iiowor of the voting trust. Only one-half of this stock, 
and ten .shares over, is put in trust, and three-fifths of the whole at any time cun 
control the policy of the company. Under the terms of the charter it terminates 
within 46 years. Therefore it is not perpetual. 

Q. (By Mr. Farijuiiau.) Is that one of the new amendments?—A. Yes. 


’ See Mr. Leo, pp. 270, Zn, 2WI. 

**800 Mr. Westffttte, p, ;t7(l. 

’Seo Mr. Archbold, p. .WO; Mr. Wostgato, p.liri. 

*Soo Mr. Lee. p. 270. 

**Soo p..'i0rt, whoro the nmoinled form of this votiilk trust iigreomout, us woll as tbo original 
form, 18 given. 
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Q. (By Mr. Piiii.Lips.) Wan it originally fornietl for over 50 years? A. No; 
chartered for 50 years. 

Q. (By Mr. Farquiiah.) The old form required fonr-fiftihsf—A. Yes. 

< 5 . Section four of section 12 (reading): “ This agreement may he canceled and 
the trust hereby created dissolved only by the winding uj) of the Pure Oil Com¬ 
pany, or by the consent in writing, duly e.xecuted, of the equitable owners of 
four-fifths of the shares held in trust hereunder, and of four-fifths of all the other 
sliares of the company, after providing in full tor the redemption or purchase, at 
$110 per share, in cash, of all the preferred and common shares of the company 
at the time outstanding,”—A. Yes, 

Q. Is this redemption feature still maintained, that the ti'ust can not be dis¬ 
solved until after providing in full for redemption or imrchase at $110?—A. That 
provision is wiped out by the fact that three-fifths can contj'ol or change the 
t)y-laws, or ciiange anything pertaining to the organiz.ation or m.anagement of 
the company. 

Q. Well, is this stock-redemption feature still retained?— A. 1 don't know, sir; 
I can't answer that question. 

THE I’UUE on. COMPANY IS NOT A TRUST, IN THE INDUSTIilAI, SE.N'SK, 

Q. Now, it has been said here that this Pure Oil Company i,s not a trust. T 
called the attention of another witness to thefact that it is specifically mentioned 
as a trust in your articles of agreement and also of incorjioration.—A. Yes. 

Q. So that yon are not afraid to call it a trust?— A. I call it a voting trust. T will 
submit your (piestion to decision, if you choose, according to the definition of a 
tru.st given by the Commercial Year Book of the New 'Tork .lournal of Com¬ 
merce. The definition is. “As poimlarly useil, the word ' Trust’ is now applied 
to any consolidation, combine, pool, or agreement of two or more naturally 
competing concerns, which establishes a iiartial or complete mono)ioly, in certain 
territory, with powi'r to fix iirices or rates in any industry. Viewed from the 
standpoint of the consumer, the informal agreenuuit and the ironclad combine 
look alike if the one has the same effect as the other ujiijn tuici'S,''' 

Now, there is nothing in the world about the Pure Oil Conqiauy that can iiossi- 
bly lead uii to that definition. There are si-veral other definitions that 1 can 
refer to. 

Q. Let me suggest that there are five true di'finitions given by Mr. Cook, who 
is an authority, one of the greatest lawyers in the country, and also by V'on 1 lalle. 
There are five fonns of trusts. 

Q . (By Mr. Phili.ips.) I would ask the Senator to read the definition, under 
the Sherman act, of a trust, if he has it tliere.—A. Ttneeds no argument to show 
that the Pure Oil Comjiany is not a trust. It lacks every clement of a trust. A 
trust is defined by the antitrust law known as the Sherman act of 181)0 as fol¬ 
lows: “All trusts and combinations in restraint of trade are unlawful." Another 
accepted definition is that a eoriioration or combination of coriiorations, with 
va.st capital, made for the juirpose of securing and maintaining a monotioly in 
any branch of industry, is a trust. The odious feature is the aim and puriiosc to 
secure a monopoly. The Pure Oil Conqiany was organized, not; to secure a 
monojxily, but to prevent a monopoly in the oil industry. The Pure-Oil Com¬ 
pany IS not in restraint of trade, but in aid of trade, and to maintain conqx'tition. 
It expires by the expiration of its charter hi years from the (ith day of next 
November. It is therefore neither permanent nor perjietual as alleged. It would 
be silly to hold that a corporation with a paid up caiiital of only $;tT7.00<;, opiiosed 
by a trust in the same industry with a tiar capital ovoi- 200 times and a market 
value over 1.000 times as great, could be a monopoly or restrain trade; and unless 
it is a monopoly, or restrains trade, it can not be a trust. That the power to vote 
one-half of its stock has been placed in the hands of trustees, to prevent a great 
monopoly from intruding to destroy it, does not idiange the character of the cor¬ 
poration or make it a trust.' If the Pure Oil Company should ever develop monoii- 
olistic tendencies, the present ladders would be glad to have it destroyed. If 
any antitrust legislation, at any time, brings within its restrictive or destructive 
provisions the Pure Oil Comt)any,thestockh(ddersof that company will welcome 
its destruction. 

NO EFFORT TO COMBINE WITH THE STANPARP. 

Q. You are a large holder inmost of these companies. You are pi-esidcnt of 
the United States Pipe Line Company, and you are a large holder in the Pure Oil 


' Commercial Yoar B<wk, 18W). p. 04:{. 

2 Sco Mr. Boylo. pp. 443,444,488; Mr. Ar' hliold.p. TjOT: Mr. Pliillips. 
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Company. Do yon know of any effort ever ]iavin^^ been made to make a coni- 
])ine of these various conip'^iiies with tlie Standard?—A. No, never; no. sir. 

Q. (By Mr. Farquhar.) The commission has been furnished the orij^inal form 
of the incorporation of the Pure Oil Coni])any, and it will be in-inted as a ])art of 
the minutes of this commission. Now. cun you furnish with your tc.'stimony a 
copy of the amended one in proper form?—A. Oh. yes; I shall be very glad to.* 

KFFOllTS NOW MAKlNti To OOMIUNK TIIK INJ>H1*KNDI;NT (’OMP.VNIES. 

That is what I wanted to know.—A. N(nv. ;ts to tlie (dumping of that trust; 
we have not got tlio voting trust yet. We, perhaps, are crossing the bridge before 
we get to it: but this lias not been acc.omplivsbed. ll has not I'em accomiilished, 
so far as tlie (combination of the .stock of tho.S(» companies is concerned. All that 
is in the shape of a trust, out of about three or four million dollars, is :?:orT,()()0. 
Th(i oth<‘r is in contemplation, because we fear that when tliis present trust of 
ours—tlu! United States Pipe Line—expires, we shall lie in danger, and we are 
going to put ourselves under cover; that is all. 

Q. You hav(‘ incorporated in the State of New Jmsc'y the Ihire ()il < N)ni]'aiiy?— 
A. Yes. 

(^. Yon have how mmh capital paid in? -A. $‘177,000. 

Q. You are still under the operations of a majority of tlu‘ stockholders hring- 
iiig ill other companies?—A. ()h, no: W(! are simply talking about it and hope to 
accomplisli it. It is not a (piestion that lias absolutely been dtrided. 1 hough I 
expcH^t that it will be done. TIk^ ametidiiHUits liave not ev(,‘n been printed: but 
we are going to try to get this stock iii for s(df']troteclion, jind put it into the vot¬ 
ing trust. It has not bciui accomplished y<*t by any niean^. 

THE lNI>l';i‘F,Ni)l':.\TS ASKKl> Tfti’. STANDAKD Foil l‘l-,UMISSl(>N Te I.AY TUKUt 1’11'R 

UNDER THE UAI l.H< )ADS - ■ THE V Dll) NOT PROPOSE TO SF.l.L OUT TO THE 

STANDARD. 

Q. (By Mr. Piliui.irs.) Now, will yon answer tin* other (juestion in regard to 
any effort amongst all lliese companies to make a combine with tlie Standard Oil 
Trust?—A. 1 was pi esidtuit and general manager of tlie Unitt'd Stat<‘s Pip(‘Line 
Coiniiany from its inception nj) to a little over a, year ago, and probably I should 
have hci'u still in the matiagtunent of it Inul my h(‘alth not failed. I was always 
pn'stnit at geiKTal nuadings and had, utid(T (mr by-laws, the a])]>oiiitment of all 
committees. During onr troubh' that 1 have n^citeil relative to tlie construction 
of this line. I ap])ointed a coiiimitb^e, as cliairnian of tlu‘ lioard of directors, to go 
to New York and see if some a.rrangement could not be made witli the Standard 
Oil (’ompany by which they would iierniit us to go under tln^ railroads of the 
country. We did not go to tln‘railr<}a<ls. Tln^ railroads had notliiiig to say about 
it. We W(‘nt to the Standard Oil Clompaiiy, bat not for llu* purpose of .sidling om^ 
.single share or one dollars woitli of onr projierty. TIk' resolution or motion 
odored was that the committee go to New York for tin* purposes of seeing if the 
Standard Oil (bm])ariy would not let nji and let us go thnmgli to the coast. I 
ai»pointcd that committee under that resolution. Mr. Pliillips. Mr. Ta (\ Mr. 
Murphy, Mr. King, Mr. Jennings of Pittsburg, and some otluT gentlemen were 
appointed to go there for the purpose' I have named. Tliey had no aiitliority to 
make any iiroposition to sell any iiortimi of tliis property or to make any settle¬ 
ment with the Standard Oil Company on any such basis as selling out aiiy part of 
the company’s property. 1 am sure th(^y did not make any such iiroposil iom- 

EFFORTS TO (iET A (IKNERAT. PIPE-LINE LAW l\ I'ENNSVLVANIA—METHODS OF 
THE OPPOSITION. 

Q. In regard to the ojiposition to laying the jiipo line through Pennsylvania it 
was said by Si'uator Lee that certain dodgers were circulated in the eastern iiart of 
the State.** Can you state thi* ])ur[MH-t of thes(* dodgers, or ha ve you any knowl¬ 
edge of them?-A. In IHijS the legislature of Pennsylvania pas.sed an act for tlie 
in(M)rporatioii of pipe-line companies, as I told yon yesterday. We got sncli a 
law, through the permission of Mr. Thomas A. Scott,•* for ('ight counties in the 
nortluTU part of Pennsylvania, and the Wallace act of bS74 rcpi'aled that law. 
ImuK'diately upon the repeal we atti'inptcd to get a law passed giving the right 
of (uninont domain for the construction of i)i]ic lines. Tliat was introduced regu¬ 
larly from 1874 up to 188J—every session during my c:ireer in tlu' h'gislature, both 
Houses and St'iiate, for 10 years. It was my duty to introduce this bill and 

' Seo 1 ). r»<W for both forms of (he ti’iist uKri'i'mcnt •* p. 

Seo Mr. Arolibold, pp.5:3e,;>U,.>lS; Mr. Phillips .]).* Soo ji.tRi5. 



6C0 


}1EAKING8 BEFORE THE INDUSTRIAL COMMISSION. 


endeavor to pass it. In tKS8 tlie bill was pending, and the Standard Oil Company, 
by its agents, had gone all over the southern portion of the State of Pennsylvania, 
which is a very beautiful part of the country, as you know, and had s;iid to the 
farmers that it the pipe lines were laid in that region there would b(! a general 
deetructlon of their property; that their orchards would be destroyed, and there 
would be general havoc, and the pipe lines would explode and i)r(d)ably destroy 
life as well as projrerty. At the same time they ba<l thousands tmd thou,sands of 
miles of pipe line in the States of Pennsylvania, Ohio, and Witst Virginia. In 
order to mc(,‘t and counteract the impression among the people Senator Lee and 
myself, night after night and week after week, visited the scduadbouses and court¬ 
houses, .and t;very place wheia^ we could get a gatlaa'ing of people to listc'ii to our 
explanation of the necessity of the jtassage of this law. Doilgers were issued .and 
pushed under my arm. The effort was to get my at tention totheja. As 1 entered 
the court-house in Lancaster, Pa., there was ]iush(sl under my arm a paper whic.h 
read; “ Look out fi>r false prophets.” lieneath it read, '• These jieople iir<'endeav¬ 
oring to p,ass a law that will destroy the springs on your farms; it will blow up 
your houses; it will create havoc in your fitdds, when the pipe bursts, by killing 
the grass. The most dangerous of .all law’s.” 

We had placed our circulars in all of the seats of the court-house in Lancaster, 
Pa., and some miscreant went in there and took all id' our circulars setting foith 
our object and what wo W’ero after, ami in their jilaci' dropped into the seats these 
yellow paper.s, on which was written, ’‘Look out tor false projihets." Those dodg¬ 
ers were furnished—I don't care what the other witness said.' He was not. on the 
ground to make any speeches in behalf of the oil country. He can not say that 
tliose dodgers were not circul.ated, and if he does be certainly s;iys that which lie 
does not know’ anything about. 1 was there through the w’hole of it, and we 
went on with that operation w’cek in and week out anil month in and month out. 
We were from 1874 to 188:1 getting that law. 

$lll,l«IO,l«»l IN REBATES FUIIM OCTOBER 17, ISTT, TO MARCH :il, I.ST!' 'I’HE EVIDENCE. 

Q. There was one other i|uestion on w’hieh your testimony was iirougbt into 
dispute; that of the ,$1(1.000.(11)0 in ridiates that w’as said to have been \iaiil to the 
Standard Oil Company in a given time. This, I believe, w’as denominated a lie or 
a lusty lie. I think it was in coimectioii w’ith this question.—A. Well, gentle¬ 
men, I do not mean to lie; T do not mean to tell anything but the truth as 1 under¬ 
stand it, and 1 have said nothing before this commission that 1 cannot ]irovc,and 
my statements made in I.8.8.S are just as sacri.d to mo to-day as tliev were when I 
made them. If X have told any lie I shall beg the pardon of the great Pnited States 
of America and all my friends therein, and endeawu’ to lectify au.v wrong that 1 
have done. 

My authority for that, which I will ]>ro(tnce, is umiuestioncd. and I del'y an.v- 
b(xly to prove that my .assertions or statements at that time were false. 1 di’sire 
you to turn to page 101 of my pamphlet, which I have givcai you. 1 need not 
take your time by reading over all the evi(haico. It is la'fore you on i)ages 101, 
10*2, and 108; you can read it as well as I can, init we will go over to 104; there is 
a recajiitulation of the oil Imsiness. (See Fiftieth Congress, first session. House 
Reports, vol. 11, pp. !J42,248.) 

I hold in my hand a book of testimony in the^case of The Conimonwealth ;igaiust 
file Pennsylvania Railroad Company. This testimony can be bad, I think, in (he 
Library of Congress, It can bo found in the library at Harrisburg, and undoubt¬ 
edly at many other places. 

I had the honor to be one of a committee of three to visit (iov. .Tobn F. Ilart- 
ranft and lay before him our grievances; and we invoked the aid of the Common¬ 
wealth of Pennsylv.ania. That good, great, and kind man gave it to us. He 
re(iuired th(! Pennsylvania Railroad Company to answer the charges made against 
them with regard to the South Improvement Company contract and otluT aids, 
from the commencenumt of the history of the Standard Oil Comp.any or the South 
Improvement Company, from 1.872 to the final hearing of tlu! suits in 1871). This 
is the testimony of Mr. Cassatt, first vice-presiihuit of the P(!nnsylvania Raili’oad, 
making a clean breast of everything pertaining to the contracts. From liis admis¬ 
sions and from the admissions of other <iftic(!rs connected with the road I have 
computed the shipments of oil during 1878 and the first (piarter of 1879, making a 
grand total of 18,.a.76,277 barrels of oil shipped; and from this testimony I hav(! 
deduced the fact that M cents i(er barrel w’as paid upon the. transportation of that 
petroleum. I charge the rebates on all that oil to the Standard Oil Company; init 
only on what was shipped to the coast. As I showed you yesterday, on all oil 
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that went west also they had to have their rebate. Again, it was carrying out 
the provisions of the old agreement, the South Improvement contract, although 
that had been repealed. The drawbacks on that oil are even greater tlian I have 
said in this rejiort or in my evidence in 1888. 

Q. (By Mr. Kknnedv.) How much space did Mr. Cas,satt’s testimony occupy 
m that hooky—A. Some or «0 pages. It begins on page (i«() and ruu.s to page 
(.87. Here is my authority, and I have given the jiages in ray testimony. Let 
anybody prove that I am mistaken. But $10,000,000 is nothing compared to the 
rebates paid; it is a bagatelle. 


STATEMENTS OF PHF.VIOIIS WITNESS AS TO THIS ESTIMATE OK THE REBATES. 

Q. (By Mr. A. L. Harris.) I think it was stated that, the testimony of Mr. 
Cassatt has btTOi ]»ervi;rt(Hl, and tin* comdusions drawn are not warranted by the 
testimony.' That is the reason. 1 suiipose, that you were asked to refer to tlio 
riart of the te.stiniony in which this admission is made.—A. I liavo given each 
liage in my testimony of 1888. 

Q. (By Mr. Kennedy.) I thought there might he a paragraidi or a i),ago in 
win<'li In* iiiailo tlio HdiiiissioTi. — A. Thfi testimony is not l)y him (mly, but i)y other 
(ifficers of tin; Penn.svlvania Railroad; that wa.s the object, to find out what the 
(lis(Timination w:is. 

Q. I tliink the testimony was to the effc'ct that this $1,771,1100 whif;h the Penn¬ 
sylvania Railroad got wa.s all that you could flgur(' from his statement, and all 
tin; rest is assumption.—A, Oh, no; because, not onlvdid the Poun.sylvania Rail¬ 
road (.’ompany g(.*t it, if he admits they got .$4,000,0011, in this twelve or fourteen 
millions they mu.st have ]iart,ici])atcd. 

Q. Ill'says that is an asHum])tion.—.4, It h.as been proved; proved by ttn* Hep- 
Imrn committee, .jmst a.s iilainly as this is proved. If he admits $4,000,000 was 
paid to tin* Pennsylvania Railroad alone, it is nion* than 1 gave them. My com¬ 
putation is based on the total shipments of oil. I did not say that the Pemrsyl- 
vania alone got it. I say tin; rebate is so much; (‘ven more. 

t^. I do not tliink he makes the admission in regard to the amount; but his 
statement is that Mr. Cassatt's admission was in regard to tlie Pennsylvania Rail¬ 
road's transiiorration, and not with r(;ference to the others.—A. I have shown 
thecolhiction ol these rebates by contracts. 1 could jiroduce the three contract.s. 
These railroads were under contract to transport certain classes of oil at certain 
rates. Ibis all hapiM'in'd from 1872 to 1877, or 1871). I have shown you the 28 
cents from the ])ipe line to the car. and the 4!) ci'iits was to go fi.'r the transjHirta- 
tion of oil from Chweland ami common points in the oil country to New York. 

AVERAOE COST OF OH. WELLS. 

(j. (By Mr. Pmi.Lii's.) It was stated here'- that the cost of drilling a well in 
1.81)0. or (luriiLg the last 10 years, was about $'4,000. You are ,a largii operator in 
all the tields, and we .should like to ha ve your estimate of the cost of drilling wells 
during that time.—A. ()t course, I hhve drilled a great many wells, running into 
severa,! thousand, and we always keep track of the expense in our olTice and the 
(lost of each and every well. We hav(( drilled wells in the lower country which 
we call ih-eti territory, that have coat ns .$8,000, $10,000. some as high as $30,000 
each, to drill. When you come nii to $30,000, that, id' course, is accounted for by 
thi' fact that yon sometimes stick your tools or droii .something into tin.; hole, or 
the well ni.'iy cave in. Tlien you are obliged to move your derricks. We have 
always figni-i-d that our lower country wells cost us on ail average $8,000. In the 
upiier country wo have figured that we could drill onr wells for ,$2„')00. We can 
not do it for that now. That was when yon could get iiipe for liiss than half its 
present ])riee. The reason why wells are so (*.\-]iensive in the lower country i.s 
that yon have to ]mt in three lengths of casing. Some of that casing runs dowui 
into the earth 1,600 fivd., 3,000 feet. I have loaded into a single hole I.IO tons of 
ircin. T sljuild say tln.s—without going into a close calculation of it, the (jnestion 
iRung sibling upon me here at this moment—that the average cost of a well in the 
oil country under the present condition of things i,s nearly .$4,000, in my judgment. 

Cj. (By Mr. Parquhar.) On account of the high co.st of iron at the present 
time't—A' I think it w’as .$4,000 before priei's advanced so largely. 'We can not 
^ ? 'I' t(hat Jiow. You can not drill W(*lls at a profit now, at the present price 
or oil. Iron has gone up 100 per cent and more. 

Q. (By Mr. Phillips.) What is your estimate of the average production per 
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well, talcing the wells as a whole, during the period named, from 1890?—A. That 
I liave not in my mind. If yon want me to compute that I will look it nji. but I 
can not answer it offhand. That is a mathomatical problem. 

THE IXDECHNDHNT I’llU’. TANK, MUST (HVF, UP IIOIN'd TO NEW YORK AND 00 TO 
I’HII.ADKI.PHIA INSTEAD. 

Q. (By Mr. (h.AiiKK.) Wliat is the present status of the United States Pipe Line 
in New Jersey? Ari' you running oil there and carrying it part way by railroad 
to the seashore?—A. Yes. 

CJ. Is that ipiestion oi the right of way under the railroad in litigation?- -A. 
No; it has Ix'en settled by the courts. 

Q. Settled in your favor?—A. No. We have to take our pities out. We have 
got to quit and come to Philadeliibia. The right of eminent. doTiiain in Pennsyl¬ 
vania gives ns the right to come to Philadeliibia. We have to throw away our 
cxiiense of uiiward of IjlltiO.OhO and turn around and come to Philadelphia with 
our lino. 

Q, Yhm have to make Philadel]ihia your seaiiort?- -A. Yes.' 

A PIPE I.IXE SlloUl.ll 111! AUTHORIZED, LIKE A UAII,RO,\ D, TO DO .SNYWIIEKE IlY 
P.AYINO THE DAMAIIES. 

y. You say you can not cross certain railroads in the State and can not get to 
the seaboard'there with your jiipe lines; what remedy would you suggest for that 
state of affairs?—A. Well, 1 would suggest that New Jersey pass a law to let us 
go. But I want to say to you that I went to New .Tersey —but in order to answer 
that que.stion, in order to have you understand. I should have to refer to some 
persons I should not like to. They are very high in office; one is in the second 
highest office m the Uniteil State's and the next is in the third highest office in 
the Uniteil States. 

Q. You think the tiassage of a I'ree-piiie-line bill by the legislature of New 
Jersey would give you tlie right you have long sought?—A. Dh.yes, certainly; 
because it is only a (inestion of getting tlirough by ]iaying the damages, .iust as a 
railroad does, that is what we couhi not get. 1 have argued tlie case, long and 
loud; and my experience there in the State of New Jersey, with tlie legislature, 
was one that the public ought to know, but it is so disgraceful I am ashamed to 
tell it. By the way, I did not answer a ipiestion that somebody asked me; I started 
to refer to this and you got me off the track, 

COMMIINWF,\I.TH OF PENNSYLVANIA .lOHN D, ROCKEFELLER FT AL.—THE 
CAMPliEI.L I'ON'ITIAI T. 

Q. (By Mr. Kennedy.) 1 asked yon about the testimony of Mr. Cassatt.— A. 
Exactly; and in relation to tliat compact, the Campbell contract. The contract 
is here in my bands now. But I want to say to tliis commission that the outcome 
of the suit brought by Pennsylvania against tlie Pennsylvania Railroad xvas 
tills-till! indictment No. t'li, ses.sion of 1,879. Comiiionwealtli of Penii.sylvania c. 
Jolm U. Rockefeller et al.. court of quarter Sessions.- 

(Here the witness read tlie indietment.) 

This was a suit brought by the Producers',Protective Assextiation, or rather a 
complaint made Iiy them to tlie Comnionwealtli of Pennsylvania, which lirougbt 
suit, and out of tliis grew tlie indictment. The case was never tried. They 
attempted to get a cliange of venue, and they tailed in that. A very stubborn 
tight was made. Tliey elaimed tliat the oil country was jirejudiced, and they 
could not get iustice. ' They a]ipealod to the supreme court of Pennsylvania for 
relief, and Itirongb some proce.ss of law they got it. You lawyers knnW better 
than I bow they may have obtained it; but the ca.se was dragged along in tlie 
same old style that I have told you .aliiint, and finally, on account of discourage¬ 
ment and lack of tmiils. and disagreement of the committee upon the matter, 
Mr. B. B. Campbell, president of tlie Producers' Protective Association, .settled 
the case, receiving the sum of IjlO.lKlil, which was used in defraying the e.xpenses 
that bad been incurred, and receiving the contract that lias Iteeii referred to. 
Probably it is not necessary for me to read that contract. 

Q. (By Mr. Phillii’s.) You bad better give ns the substance of it.—A. You 
will find, on page 4117 of the Bacon committee's report, the exact language of the 
contract itself. First of all, the pnivisious in respect to the Oanipliell admission, 
and the United Pipe Line, and tlien the Pennsylvania Railroad Company's admis¬ 
sions. I would state briefly that this contract was presented to the producers to 
accept, but almost by unanimous vote they rejected the settlement, and there 
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was a sort of a soiioral breakup over the action of the ]iresi(lent of tlie Prodnoprs’ 
Union. 

Q, (By Mr. F.AKtjiiHAit.) Tiiat does not asrep witli (lie rpcoril.—A. The record 
is right. 

Q. (Reading.) '• lii’.mlml. That the general conncil of Pctrolenm Producers' 
Union approved the action of the president in withdriLwing the suits against the 
Standard Oil Coin]>any as wise and judicious."--A. 1 am very glad you corrected 
me on that. The reason why I said they did not accept it was this; Thoic were 
onjy two nien who .signed the contract. B. B. Campbell and A. N. Perrine. I 
refused, as did everybody else. B. B. Canii)bell, being a manufacturer of oil, 
received the I'ebates, but there wtis sonn.; (piestion about it. For a long while 
hen; was some diflicnlty between tin; Pennsylvania and the northern railroads 
because Mr. Campbell was permitted t;> go in and shij) his oil. 

NATURK AND ItFFECTS (IF THJ5 DIVISION OF TllAFFIO PROVIDED FOR IN THE 
, (’ONTBAt'T OF 1S,S.I. 

Ymi are anxious to get something new. up to date. Now, here is a conti'act 1 hat 
went into eJl'ect in |S,S4. ;ind was recently brought out in a suit for (liscrimillation 
for a large sum of money, which is now ])ending against the Pimnsylvania Rail¬ 
road. The amount sui'd for is several hundred thousand dollars. Representatives 
of a, large concern in this country imrchasisl oil and shipped it over the Pennsyl¬ 
vania Railroad, and sued for rebates, and they have recently produced the contract 
of I8.SI. I Iiuderstand it is in I'xistence at the iiresent tinie. If 1 am mistaken 
about its b('ing in force. I desire to be correcttsl, but I nmh'rstand it; is in force at 
tin* ]a‘(‘s(’nt t ime. If you desire to have it ri'ad I Will get somebody to read it, but 
it is what T term a in*farious contract. 

Q. (By Mr. ('i.,\E!KF..) Can yon answer the (inesl ion whether that contract iiro- 
vided for reliates't—zV. It provides for something that is a great deal worse. 

Q. (By Mr. Pint. I,IPS.) What is that which is worse':-- A. It requires that 20 
per c<'Ut of the shijiments of oil shall go over the roads. T’ln* jiipe lines can carry 
it all if they want to. with the exception of the residuum. The railroads need 
not ha.\'e made this contract, because tin* residuum has to go in cars anyway. 
You (*an not imni)) it. 

til. (By Mr. Clahki*:.) Do you i*all that ni*farions? Do you see anything w*rit- 
t(*n in tin* contract that a i*crtain per c(*nt of the product shall go over the road't— 
A. Y(*s. 

t,j. I would likt* to ha ve you (*x])lain wherein that is wrong?—A. I would like to 
have it read. 

Mr. PiMi.i.iPS. If lln*re is no obji*ction the contra<*t will be read. 

A, I confess to you the provisions ol this contract havi* only been communi- 
cat(*d through anolh(*r sour(*p. and it has jiever bei*n given to the public, to my 
knowledgi*. until it (*aun! out in this .suit. It is pr.actically new to me, and, I 
think, will in* new to the w*orld. 

". l(/rcc)acn/.s* hi'hi't t'n f]ir Primsf/hyniiit IhlUi iHtd ('(nirfunn/ iiitd the National 

Traiiifit t'oinpanii, dated Aiajnst d.’nd. AWJ, heiiaj tiro aqreemeiitii of even date, 

as foltoirs : 

“ Memorandum of a traffic ,agropm(*nt, made this tW(*nt,y-spcondday of August, 
ISSt, between the Pennsylvania Railroad Company, hereinafter designateil the 
Railroad Company, and the National Transit Company, hereinafter designated 
the Transit Company, witnesseth: 

;'That for considerations mutually interchanged, the parties hereto a'gree, each 
with tin* oth(*r, as follows: 

•'First. The Transit Company owns an oxtemh'd system of local pipes in the 
oil r(*gions of Pennsylvania and New York, which are gi*oup(*d into a separate 
divisio-i. kmnvn as the Unit(*d Pipe Lines Division of the National Tramsit Com¬ 
pany. This division will be hen-inafter designated as the Transit Companv'.s 
Local Division. 

“ The business of this division is to collect oil from iirodncer, store it in tanks, 
anddi^liver it, uh may l)o desired, to aiiy through carrier of petrohmm, which will 
transport^the same to where it is to be refined or otherwise disposed of. 

_ “The Transit Company also own certain through or trunk lino pipe.s, extend- 
ing from several points of connection with the aforesaid local pipe division to 
various refining and terminal points. 

“ With these latter pipes, which will be hereinafter (*ntitled the Transit Com¬ 
pany’s Trunk Line Division.it (*ompetes in the through carriage of petroleum 
with all other through carriers, whether pipe or rail. 
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“ Tho bnsincss of its local division is therefore entirely distinct from the busi¬ 
ness of its through trunk line division. 

“ Tt undertakes and agrce.s that its loc.al division will deliver into cars furnished 
by tho railroad company at any of its regular delivei-y points and under its regular 
delivery niles whatever petroleum the owners thereof may desire to have so 
delivered and as the railroad company may furnish cars to transport, and will 
make no discrimination either in its local charges for carriage, storage, and other 
services, or in the use of any of its local facilities, against such oil, but will at all 
times treat it in the said respects as favorably as it at the sam<! time treats any 
other petroleum which may bo delivered to its own trunk-line division or to any 
other through can-iers. 

'• Second. The transit company agi'ces that all petroleum brought to the Atlan¬ 
tic seaboard by all (>xisting c.arriers. whether rail or pipe, now taigagcd in trans¬ 
porting such iiro|icrty, or which may hereafter engage in such transportation in 
conjunction with the transit company's jjipe lines, shall be a.scertained monthly, 
and so nmch of it as shall have been shipped in the refined state shall Ixi reducial 
to its eiiuivalent in I'fude oil by considering that oru! and three-tenths (1-/,,) gal¬ 
lons of crude are rinuived to make one (1) gallon of refined oil. It further under¬ 
takes and agrees that if of the total so transjiorted the railroad comiiany sliall 
not have moved in its cars twcnty-si.x (30) ])er centum ther)«f, the transit com¬ 
pany shall cause to Ix^ delivered to cars fumislied by the railroad company at 
Jlilton. Pennsylvania, such (piantity of crude petroleum as shall, when added to 
the amount which has been actually transported by the railroad comjiany to the 
seaboard in s.aid month, make the total transported by tin? railroad comi)any in 
said month eiiual to said twiuity-six (30) i)er centum. 

“The railroad company agrees to furnish the needful cars .anil facilities, and 
promptly tran.s]iort the oil which the trau.sit comjiany .agrees in this contract to 
deliver to it at Milton: Pmrided, That if during any montli the railroad company is 
not able to assign from its oil eijuipments a snfticient numlier of cars to the traffic of 
the trau.sit comjiany to move thejirojiort ion of oil herein jirovided to be delivered at 
Milton, then during that month the. transit comjiany shall only be reijuired to so 
deliver to the railroad companv such (juantity of oil as the railroad comjiany shall 
be able to tr.an.sjiort, and .shall not be reijuired to make uji any deficiency that 
may occur during said month. 

" Effort.s shall lie made by the transit comjiany to deliver so much during each 
month, as will jirobably be necessary to make the total carried by the railroad 
comjiany equal to said jiercentage. 

•'Shortages, if not due to short sujijily of cars, and such e.xcesses as may bo 
found to have occurred in any month, shall be adj.isted in the following month, 
or as soon afterwards as shall be jiossible. 

“Third. It is agreed that the jirojiortion of jietroleum which the transit com¬ 
jiany is to deliver under the second .section of this agi'cement shall be con.sidered 
as Jietroleum transjiorted from Coalgrove, Pennsylvania, via Milton. Pennsyl¬ 
vania, to the Atlantic seaboard, and that the railroad comjiany shall be entitled 
to one-half of the current through rates thereon. 

“ It is agreed that whenever the through rates shall be so low that the railroad 
oonijiany sliall susjiend the movement of oil by its cars, at other jioints than Milton, 
the transit company .shall during such suspenjiion not be bound to deliyer to the 
railroad comjiany any oil at Milton. 

“ Fourth. All .joint rates for the joint transportation of oil from any delivery 
jioint of the local jiine division aforesaid to any refining or terminal jioint shall be 
fixed by the railroad comjiany, subject to the advice and concurrence of tho tran¬ 
sit company. 

“ It is agi'eed that said joint through rates shall be unifonn to all ptirties. The 
railroad comp.any stipulates that it will make no discrimination whatever, cither 
in rates or facilities, against the transit comjiany or against the oil which the .said 
transit company herein covenants to deliver to it. 

" It is agreed that the joint through rates to Philadelphia shall always be five 
cents less jier barrel on crude oil, or its refined equivalent, than shall be currently 
charged to New York Harbor. 

“ It i.s aOTeed that the joint through rates, which shall be so fi.xed from time to 
time, shall lie as low as shall be currently made lietween same and similar jioints 
by rival carriers of jietroleum, anil shall not be higher than an ajijiroximate mile¬ 
age projKirtion of rates current on jietroleum jiroduced south of Oil City, nor 
than rates from Clean and similar jioints. 

It is also agreed that rates on refined oil and other products of crude oil shall 
be fixed by the railroad company ujion the following tuisis, viz: 

“ From railroad stations in the oil regions to which oil is delivered by local 
pijies the rate to any jioint east thereof on a barrel of refined oil or other jiroducts 
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shall he one and throo-tonths (I-,”,) times the current rate on a barrel of (-rude oil 
to the same point. 

“ From Pittsburg the rate to any point east thereof on a barrel of refined oil 
or other products shall be one and three-tenths (1 1 '',,) the rate currently charged 
on crude oil to any such eastern point from rail ))oints south of Oil City: iVo- 
mdi’d. That one and three-tenths times the charges for moving a barrel of crude 
oil by rail or through pipe from the local inpe to Ifittsburg shall first be deducted 
therefrom. 

‘' B’rom (fieveland and Buffalo the net ratoon a barrel of refined oil or other 
products to any point east thereof shall be not less than is currently charged to 
the Kiime iioint from Pittsburg. 

“Fifth. Whenever the tenn barrel is used herein, unless otherwise specified, 
it means forty-five gallons of crude i)etrolemn, aiid whenever the tenn oil is n.sed 
herein, unless otherwise specified, it means crude petroleum. 

“Sixth. The transit company hereby agrees that it will not make anymore 
favorable terms with any other rail lino connecting with .any of its ]iipos than the 
terms which under this agreement are given to the railroad company, or if for 
any reason it should desire to do so, it hereby agrees to modify this contract so as 
to give the siiid ‘ more favorable term.s ’ t() the railroad company. 

“Seventh. All existing (arntracts between the iiarlies hereto shall be deemed to 
have been accomplished and shall become void and of no effect upon the day this 
contract goes into oiieration. 

“Eighth. This contracd shall take effect as of the first, day of August, 18S4, and 
sh.'dl coTdinue until terminated under the provisions hereof. It may be termi¬ 
nated after August first, 1881), by either party hereto giving ninety days' writtiui 
notice to the other of .a de.sire tlnit it shall end, at the expiration of which notice 
it shall cf'ase and determine. 

"Inwdtness whereof the parties hereto have executed this agreement under 
their coii)orafe si'als f he day and date above written. 

“Tun Pn.NNSYiA’ANi.v K„\ii.itoAi) (Iomi'anv. 

[I,. s.| “By Frank Thomson. 

•■Sivoiid Via’-Pivt.'idf)if. 

“Affest: John C. Sims, .Ir., Nccrc/irrj/. 

|i.. s.| “The N.vtionai, Transit Co.mp.vnv, 

" By 0. A. tTKiscoM, President. 

“Attest: John Bushnki.i,, Seeretary." 


“ Mi'inorandum of agreement, made this twenty-second day of August, 1884. 
between the Pennsylv.ania Railroad Company, hereinaftm' designated the railroad 
conniany, and the National Transit tkimpany, hereinafter desiginated the transit 
company. 

“ 'W'itnesseth: That for i-onsiderations mutually interchanged the jiarties hereto 
hereby agree with each other as follows: 

“ Wlnu’p.as the parth's hereto have made an agreement of even date herewith, 
in which, among other things, it is stipulated that under certain circumstances 
the transit company shall deliver certain crude petroleum into cars furnished by 
the railroad company at Milton. Pa.; and 

“ Whereas it has beiui proposed that the railrofid company shall contract with 
the transit company to the effect that the transit company shall transport through 
its pipe lines the afore.said crude oil, which, under the other contract aforesaid, it 
has undertaken to deliver into the ciirs of the railroad company at Milton. 

“ Now, therefore, thi.s agreement witnesseth: 

“Ifirst. The I'ailroad ci unpany agrees that instead of delivering said crude oil to 
said cars at Milton the transit company shall transporkthe .same through its pipes 
to destination, and the transit company undertakes and agrees to do such trans¬ 
portation. It is mutually agreed that the compensation to the transit company 
for doing said work shall be as follows, viz: 

“ Whenever the through rate for transporting a barrel of crude petroleum from 
Olean ti i Phil.adelphia shall be forty cents, the transit company shall receive eight 
cents per barrel as such compensation for .so much of said oil as under the provi¬ 
sions hereof shall be considered as Philadelphia oil. 

“For each five cents of increase or diminution in said rates from Olean to Phila¬ 
delphia the said compensation on Philadelphia oil shall be increased or diminished 
one cent per barrel. 
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-Provided lioiCfi'PiATliat the transit compaiiy .shall not he obliged to accept hs^ 
than .six cents per harrel and sliall not roceivc wore than ten cents per bari-ol on 

such PiiiliKielphia oil. , i xi 

“It i.s iiffi'eea that the (sniiponsation (tii the oll.tvhKOi iindei tlio proyision.s 
hereof is to he <ioeme<i New York oil, shall h(! one cent p<‘r harrel greater tliaii it cur¬ 
rently shall ho on Philadelphia oil. 

"Whenever, and from time to time, as the said .ioint through Kites shall he so 
low that the .said minimum compensation to the transit company of six i.ents per 
harrel shall he as ranch or morn than the railroad company's share of said .ioint 
through rates, this lamtract may, at the option of either party hereto, be suspended 
during all or any part of the time such low rates shall prevail. During such sus- 
]«>n.sion the aforesaid other contract shall alone remain in force; hut whenever, 
and from time to time.as said .I'oint through rates shall again h». high enough to 
make the .said minimum compensation, under said sliding scale, less than the said 
share of said joint throu.gh rates, this contract shall again resume its force and 
elTect. 

"Second. The transit company agrees to account for and pay to the railroad 
comp my. on or before the twentieth of each month, the latter’s share of the joint 
rates on joint Imsiuess via Milton (as provided in said other contract) during the 
ne.xt preceding month, first retaining, however, the proportion of such share which 
it is hereinbefore agreed the transit company is to have for its services in pumjhng 
said oil to the seaboard. 

" It is agreed that all such joint business shall be considered as having trans¬ 
ported from (loalgrove via Milton. Pa., to the Atlantic scaVioard,and that it shall 
be considered as having gone either to Baltimore, Philadelphia., or New York, or 
partly to each. The iiroportion thereof which has constructively gone to Ninv 
York shall be determined uiiou 1h<‘ following basis: 

"The total amount of oil transjiorted in any month by the railroad company 
to New York shall be compared with fifty ]ier centum of the total oil whidi the 
railroad company is entitled to carry in said month under the aforesaid othm-agree¬ 
ment. If the amount which has lieen in such month carried by cars to New 
York .shall be less than fifty per centum then the ditferenee shall be considered as 
having been moved by the pipe to New York at New Vork rates, and shall he 
accounted for accordingly. The remainder of the oil via Milton shall be 
accounted for at Philadeljihia rates. 

" This contract shall comuienee and termimite simultaneously with said other 
contract, 

" Witness the corporate seals of said parties duly attested the day anil date 
above written. 

"Tiik. Pknn'sylv.vnia R.viliio.vi) Comi'.\xv, 

■■ By Fii.vNK Thomson, J ’ lrsidcnt . 

"Atte.st, 

John C. Sims. .SVen'/urg. 


"Atte.st: 

[i,.s.] 


"Tiir. N.vtiox.m, Tr.vnsit ('omim.nv, 
‘By C. A. (iKisooM, 

.John Bcsiinkli,, .S'ccrctmo/.' 


The WiTNF.ss. Mr. Chairman and gentlemen, according to this contract, first, the 
rates must be maintained as established by the pi]ie lines; that is. the open rate of 
4.5 cents. The contract was made tor the imriiose of sustaining rates. The outside 
refineries were compelled before the construction of the United States Pijie Line 
to ship all their oil by rail to the sea for cxiioi't. The reason for making this con¬ 
tract and guaranteeing about 2(> per cent of the tonnage to the coast was to 
insure the maintenance of the rate according to its provi.sions. If 20 per cent 
of the oil was not shipped over the roads, the Standard t)il Company was obliged 
to make up that in dollars and cents for the payment of the freight at the toll 
rates. Now, the point is this; The cost of collecting oil from the well to the rail¬ 
road or the storage tanks by what we term the gathe-ing lines is from :i to 5 cents 
a barrel; say 5 cents.' I speak intelligently on that jioint, because I am a col¬ 
lector of oirby sevc'ral hundred miles of lino belonging to myself. The cost of 
carrying the oil through to New York, or rather to a point in New Jersey .5tl 
miles from New York, is about the same. We gather oil from the well and 
deliver it in New York at a cost not exceeding 10 cents a barrel at the present 
time. Now, if this contract was out of the way the railroads would seek that 

* Seo Mr. Lee,]). gU; Mr. Pliilliii.s, ji. ,Vll; Mr. Ari-hboM. p. avl; Mr. Uogers, pp. 5.H1, ."iSS, .‘pS9. 
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rate, just as they corno and seek your freight at the present time, or seek to carry 
a person or a numl>er of jK^rsons to Chicago. But tliis contract compels them to 
keex) the rate up and compels an outside refiner to pay this enormous rate of 
freight. The Standard Oil Comx)ahy deliver all their oil to New York at a cost 
of not over 10 cuiiits a barrel. By railroad a barrel of oil has to pay 45 cents; and 
the Standard gets this rate held by guarantcfong 2(> iier cent of the tonnage to the 
several railroads whadi are (du'^sed as oil railroads. 

THE CONTRACT J)ll) NOT KKAIJ.Y INC’HEASE THE lUJSINESS OF THE RAlEROADS. 

Now, tht'u. t]i<‘ by-i)rodu('is of ]K‘troleum ar«^ just about what this 20 jier 
cent would a,monTit to. Among by-products there are benzine and gasoline and 
tar. Tlii‘r(' is about 2(> per cent they can not pumx» through the pii)e, bei.^ause it 
consists of lubricating oil and tar and such things as benzine, et<^ The intent of 
this is to maintain rates, that there may bo no com])etition between the railroads 
and the Nat ional Transit (Company as a (Tirrier. That is what I objecd; to, and 
tl)at IS wlnit the contract says. It is a combination which is illegal. 

Q. (By Mr. Phillies.) Do wo understand this, Senator, from your testimony 
that tiiereis about this amountiu by-products, and therefon* they do not ship any 
crude or ndhusl oil by r;iil in (^onsocpience of this cont ract?—A. No; the railroad 
would have to liav<^ this carrying anyhow.' Tlu'y would havi^ to carry benzine; 
you can not ])nm]) it. You can not immx) wax. There is 2(5 X)er cent of oil that 
you can not get through the X)ii)e line if you want to. 

THE RAH.ROADS HAVE RAISED THE RATE. 

Q. (By Mr. Clarke.) As I uTuU-rstiind you, you ar(‘ not finding fault with the 
percent age or apportionment, of this fridght, but you are finding fault that the 
price is loo high, and tliat it is an agreement to maintain rates?- A. No; I am 
finding fault bec:iusi‘they eut off this eomxietition; cut it from me in my jirod- 
ncts. The railroads liav<^ carried this stuff at H cents a barrel. 1 i»aid for years 
.‘>4 (H'uts a barrel to carry this stock througli. At tlie lU'eseiit time the rate on 
these prodiK-ts is 1(5,1 cents a hundred, making .52/^ cents a barrel in bulk. The rail¬ 
roads hav(' raised the rates. Then, in barrels, yon liave to bn* the weight of 
the barnds; that iais('s tlu^ total t<) something likt* 6(5 cents. That is the rate of 
frciglit. 

Q. Then you do criticise this partly becuuise trhe rate is too high?—A. I do on 
that ground. It has been raised from the original 4r>-(;ent agreement. 

liEASON FOR ItELIEVINd THE (H)NTItA(rr OF 1SH4 TO BE STILL IN' FORCE. 

(B>'j\h’. Kicnnfjiy.) Tliat contract was entercMl into;! years btd(»r<rihe passage 
of the inlerslalc-commerce law. Have you any eviden(*e thatit is still in force?— 
A. i only know it from tin* admission of a railroad man who said that it was. He 
came to my place and invited me to go toa certain })oint and establish a loading sta¬ 
tion to slii]) oil by water to New York. Well, it is the Buffalo, Rocliester and Ehtts- 
burg Railroad. I wumt to Rochesbu* and I met the genthmian. I i)i(;ked out the loca¬ 
tion for our station an<l made ari’angements with liim for the ti*ansportation of my 
oil to tlR‘ Eri(! ('anal. Tin* station was to bebuilfron their own land, with a nominal 
r^'utal, wdiieli was agreed upon, and the transportation from Bradford was to go 
that way. lie then said: “1 would lik(rii) luivc youbuildapi])e lino down atta place 
calk'd Irvings and bj*ing oil <lown to the Rcxdiester and Pittsburg Railroad and 
let iiK^ draw it to your factory," all of which I agreed to. He said: ** They do not 
see fit to recognize us as an oil road and I am going to do some of this business." 
All at once was recognized as an oil road and he was togethisi>ercentage under 
this contract. My station was not built, and my pipe line was not built to bring 
oil to his road. That was 2 years ago; this contract was in existence at that 
time. Under these cinuimstances, I believe it to b(‘ in existence to-day. 

(^. Was that contract made for a term of ytsars? Was any limit named in it?— 
A. I do not think there was; let ns see. I think it is jierpetual. 

AS TO THE RECORD OF TESTIMONY TAKEN BY A COMMITTEE OF CONORESS 

IN 1H72. 

C^. (By Mr. Farquhar.) In a part of your testimony early this session you 
read tlie testimony of Peter H. Watson with resfiect to the South Improvement 
Comimny contract?—A. Yes.- 


• Mi'ttUsjHiut on ]). 7(1*2. 


Sot* p. 618. 
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Q. You reiul from a pamphlet here. It, of course, is not official authority for 
the commission?—A. That was evidence ; it is on file. 

tj. But W(.' want to know where this evidence came from and who took it.— 
A. It is in the rt^ports ipf the Congressional investigation of 1870 and 1871. 

tj. This testimony yem hav(i read—I want to correct the date of this. This 
may he important. Your own reporters may have come here to take your testi¬ 
mony here in Washington. They had an interview with the Congressional 
committee on the I’oth—with a committee which was ,a subcommittee.—A. What 
year was that? 

tj. 1873, at which time a suheommittee was appointed to take testimony, and 
suhpienas were issued for Watson and Lockhart. Now, of course, if this is 

simply a jn-inted pamphlet the (pieation is-A. Yon have your official record 

here. You have got it in th(p library—the investigation of Congress. It is here 
on file, the same as the investigation of 1888. 

tj. This was in 187.")—1873-1875?—A. It is the same as the investigation in 1888. 
It should be on file, because it is an investigation by Congress. 

t^. (By Mr. Pmi.i.liv;.) Is it in the Hepburn report?—A. No, no; it is 1871. 
The Hepburn reiport was in 187!). No, it is one of the first investigations ever 
instituted. 

Q. (By Mr. Ken.nk.py.) Yotr stated yesterday that you did not know what 
committee took the t(wtimony. 

y. (By Mr. F.vkquiiau.) Your testimony ought to show the commission the 
official .source that itis taken from.—A. It you will give me acipess to your library 
here 1 will find it. 

Q. (By Mr. Piili.l.ii's.) I wish to ask Mr. Boyh‘ ti>r infonnation simply on this 
line. 

Q. (By Mr. PAiuirilAii.) This, as presented here, is unofficial.—A. I refer you 
to tile liiirary. 

Q. (By Mr. Pmi.i.ips.) Mr. Boyle will tell you of it. 

Mr. Boyi.k. I have been searching for that report all through the books. I 
have not been able to locate it. There were newspapers giving reports at the 
time of the subcommittee. It was a subcommittee of Congress, of the House, 
of the sjiring of 1873, beginning on the last day of March, 1873, and continuing at 
various dates for two or three years. 

Q. (By Mr. F.\RQUtt.-VR.) The chairman of the committee seems to be well 
known—C. W. (Tiliillin. —A. I think he was in Congress at that time. 

(J. That is the identification you make?—A. I make that identification, that it 
is a Congressional report and was published at that time. At that time 1 read 
the testimony and it is familiar to me now. I was going to get it, but I could not. 
I know it was an investigation of Congress, and I .suppose it is on file, just as these 
books are on file; it should be. 

Q. (By Mr. Phii,i.ii>s.) You do not know of your own knowledge that it is 
true, but if it is found by this commission on file yon want it to be considered a 
part of your evidence?—A. I was in Washington in 1873 myself, and I know the 
investigation took place, and I know I have a complete laipy of il;—a paper file of 
it at home. I was keeping my scrapbook, ami I think I <.'an produce the investi¬ 
gation. I think I can produce the book itself. I thiuk I can, and I shall be very 
glad to do it, 

Q. (By Mr. F.vkquhak.) I should like to make a statement from Mr. Gilfillin’s 
own report, whom we know to be of good repute everywhere. It seems that your 
own people took this matter to the committee of Congress and yon had your own 
reporters. The question is, w'as it ever reiiortejl officially by Congress?—A. Well, 
does the Congressional committee go into a room without a stenographer? 

Q. Sometimes; (juite frequently.—A. It is the strangest thing I have heard. 

Q. I am not discussing where the testimony came from. I tliink the origin of 
the testimony—it would be well for one of the parties to see that it is verified.— 
A. I rely upon that testimony as being valid, and the investigation can be pro¬ 
duced. It is dated from Wa.shmgton, and 1 know the investigation took place, 
and I know Mr. Gilfillin was on the commission. I do not know whether he was 
here on that day or not. 

SCARCITY OP COPIES OP THE TESTIMONY OP 1888. 

Q. (By Mr. Philups.) You said that, on your information and belief, as pre- 
senbed by the oath, you believe it to be true?—A. .lust exactly as I believe my 
own testimony to be true. It is very unfortunate that it is not here; and I want 
to say to yim right here that of this testimony of 1888 there were several thou¬ 
sand volumes printed, but I understand there are only 1100 of them in circulation 
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to-ilay. I conld not get one myself until jnst by good fortune I got one the other 
day of a friend who had two. Nobody knows how that evidence was spirited 
away from here, but it is gone. 

Q. (By Mr. Farquhar.) 1888?—A. Ye.s. There were only :i00 volumes sent out. 
1 sent to Congressman Stone of our distritd for one. 

WHY TIIK. WITNESS, HAVINO HOT HOOKS INTO COURT WHICH HI': RELIEVES CON¬ 
TAIN PROOE OK CRI.MES,” LET THK.M (10 IINKXA,MINED. 

Q. (By Mr. Ratchford.) I understand from your testimony you make the 
broad statement that if the books of the railroad com]>anies couid be brought 
into court some of the officials would be sent to luison?' —A. If you can send any¬ 
body to prison for violating the interstate-comnuu-ceact, 1 say yes. I am not posi¬ 
tive whether tliere is a criminal clause in it or not. 

Q. If you wish to modify that statement you can.—A. If there is not a crimi¬ 
nal clause I do want to corrc'ct it; if there is, I will let it stand. I stick to my 
statement if that is the law. 

Q. Do I also understand, from the previous part of your te.stiniony, that you 
caused one or more of those companies to produce their hooks in court?—A. The 
Pennsylvania Railroad. 

Q. In the courts of Clarion County?—A. McKean County. 

Q. A'ou state that you jirodiiced convicting evidenci; against them?-A. We did 
not e.vamine the books at all. 

Q. Why?—A. Because the case was settled. 

Q. Why did you settle it?—A. I told you yesterday that my partners got tired 
of lighting it. We had been at it for':ior-t years, and they offered us SlK.IKKl, 
and we settled it. The chaim was for $107,000. 

Q. Settled for $85,000?—A. And (s.ists.- 

Q. If the discriminating practices by railroads and the reflates that were given 
by railroads are so in.iurious to the interests you represent, and to all other inter¬ 
ests, why did you settle it for $85,000, or how did you helieve yourself .iustified in 
settling for any sum?—A. Our association was too poor to carry it on. They 
could have gone on, and could have e.vtended that suit for 10 years.' 

tj. And yet you are satisfied, and have been satisfied, that convicting evidence 
would have been adduced in court had the hooks been investigated?—A. We got 
all the evidence we wanted for them to settle uiion, and wo tried to g(‘t the books 
into court in the early history of the trial; but we could not get an order before 
the master, in taking this testimony, because ho had not the iiower. When wo 
got them before the McKean Coun'ty court, the circuit .iudge having ]iower, we 
ilemandial the books and iiaiK.irs. He issued an order anil the books came. It my 
disposition had been followed, even in thedeiiressedcircumst.-mces that 1 wasin-^ 
if I had had my way about it I would have examined every one of the 8 tons of 
hooks. But I had a iiartner. Mr. Logan, who had lost every dollar in the world in 
siieculation, and he .said; '■ This money will do me good, and 1 would like to have 
you h.'t up," 

Q. You assign, then, as a cause for settling the trouhle, the fact that the asso¬ 
ciation controlled by you was too iioor to tight?-A, And the dilatory action of 
the court. 

THE OIL mrsiNESS IS MI.IRE l>ROSI>EROtIS THAN IT W'AS TWO) VEARS A«0. 

Q. (By Mr. Clarke. 1 Are you able to state whether the condition of the oil 
hasiness generally is more or h'ss prosperous now than it was 8 .v«ars ago?— 
A, Oh, it is more iirosperous now. from the fact that alt the tactorii'sof the country 
are running, and there is an enormous demand for goods, and the proiluction of 
oil in New York and Pennsylvania is not adequate to the demand. That is one 
reason for the advance in the iirofits of netroh'um. Every factory and every 
■spindle is running, and every coal mine anil every iron mill, and there is an enor¬ 
mous demand for the goods. We could .sell from my fimtory five times as much 
as I am making, if I had it, and at good jirofits. 

THE WITNESS HAS RECEIVED NO REBATES SINCE WJS, EXCEPT WHAT HE HAS 
COLLECTED BY LAW. 

Q. (By Mr. Farquhar.) Have you freiiuently in your own business enjoyed 
rebates?—A. Never. Now, let me modify that. In my business previous to 1,S73, 
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in till! refinery at Titusville, Pa., rebates were a common thini'; but we were 
youiiB and new in the commercial bu.sines,s. and the fellows in Cleveland and 
Pittsbnr}? were a little more experienced. We did not seem to make very nme.h 
money. They were running full tilt with their wells, baiTol shojis, and every¬ 
thing, and we liegan to look aliont to .see what was the matter. We went to Pitts¬ 
burg, and we learned, to our astonishment, that certain concerns were getting 2.") 
cents a barrel. We were large shippers, and we demanded to be granted the 
same. That was away back in 1870. Wo were given 2.7 cents, and then we got 
on to the fact that some of the reliners were receiving 7.7 lanits back, and somi! 
other refiners were receiving 50 cents. The rate at that time was in the neighbor¬ 
hood of .id.70, and oil could be carried at a iirofit to-day at 27 cents. From that 
time to this—no, I am not guilty. 

Q. (By Mr. Phillips.) Following that uji. hav(‘ you in recent years receivi'd 
rebates?—A. No. 

Q. For how many years?—A. Since 1.S72, e.xcepting rebates we eollectod by law. 

(5. Not since 1872?—A. 1 stated here that the president of the Pennsylvania 
said they were not giving any. but the auditor and bookkeejier admitted it. 

MR. LOHAX, OK THI! SOUTH IMPKol’EMENT I'OSir.l.VY, WAS XOT THK WITNESS'S 

PARTNER. 

Q. I have been reiiiie.sted to ask Simator Emery a ipiestion. Mr. IjOgaii, who 
was one of the parties to the South Improvement t’oiupany, is there, I believe, 
to-day.—A. Yes. 

Q. Now, is that the same Logan that was a partner of yonrs in Philadelphia in 
recent years?—A. No; Alfred if. Logan is my partiii'v. The two Logans that 
were connected with the South Tmproveiui’nl (Jompany. William P. and dohn P. 
Logan, are both at the present time living; but Alfred is dead—my old partner. 

THE RtLlIEHY: liOVKRXMKNT OWNERSHIP OK ALL MEANS OK TRA.NSPORTATION. AND 
ESPECIALLY OK RAILROAHS. 

Q. We have been in the habit of asking jier.sons here whether they had any 
remedial legislation to propose along any lini's of the impiiry. Have you any¬ 
thing to propose to the commi.ssion in the way of remedial legislation to meet 
these problems'?—A. I will simply state very hrietiy. bi'canse 1 do not expect to 
go into an argument on that point. I would simply say Ibis; That I am an ;ihso- 
lute lieliiiver in the government ownership of all ine;ms of transportation. ;uid 
(‘specially of railroads. I w'as anxious that when the Ijnited States (Tovi'rnment 
had the opportunity of taking in the (.'(‘iitral Pacific Railroad it should do if. 
All the railroads of (Terniany. excepting two in the south, are owned by the 
Govenimeiit. and discrimination is not known; nor is there any dis.satisfaction in 
business. They often go .so far in that country as to t;ike th(‘ canals; but the 
canal.s are free. If the waterways and th<‘ railroads can be iint under Govern¬ 
ment control, gentlemen, you will do away with ;dl difficulties that exist to-day. 
because the prime movers of all this trouble are the railrejads. They malm the 
trouble by giving discriminating rates, or giving rates lo favored shitiisirs lower 
than they give to the general public. 

THE LAWS WE HAVE WOULH SERVE IK THEY WERE K.NEURCEH RY ACTUAL 
IMPRISONMENT OF OFFENDERS. 

I know of no better riimedy. because you have laws upon the statute books of 
the United States that would alter the present condition of things if they were 
enforced. If you would make ,an exanijile of thesi! men, it there is a c.riniin.al 
clause in the interstate-commerce a(;t. and put them behind the bars, I think that 
would strike some terror to their kouIs. 1 recollect that, owning a large flouring 
mill in southern Michigan and iiuite a large amount of land in wheat in North 
Dakota, I desired to ship some of this most excellent hard wheat down to Three 
Rivers, Mich., and mamifaidure it, and I wanted a transit rate. It was given me 
previous to the interstate-commerce act by the then managi'i' of the road. I went 
back the next year and ho said; “I can not do by you as I did last year, beixuise the 
criminal clause of the interstate-commerce aid is such that if I violate it I am 
liable to get behind the bars, and I am afraid of them. Therefore I can not nmke 
a rate by which you can shiji wheat from North Dakota and maiinfacture it and 
ship it to the East." Now, I say, Mr. Chairman and gentlemen, that some way has 
got to he found to cut off the ndiate and drawback yiractices of tlie railroads. The 
mass of the people in this country are incensed, and that dissatisfaction reaches 
to the minds of all classes of men. 
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THK UOVERNMENT COULD MANAGE THE RAILROADS—ECROl'EAN EXAMPLES. 

I am firmly of the belief that if the Government wonhl take (■harg(^ of the rail¬ 
roads as it took charge of the transportation of the mails it conld manage and 
control the railways and waterways in this country as well a-s it can control the 
mails. The exani]de of Germany is before you; the e.xamide of Norway and 
Sweden. If I recollect right, 18 years ago the Kingdom of Norway and Sweden 
did not own a mile of railroad. Poor as those nations are, they .saw English capi¬ 
tal coming into that country and building railroads north and south up to the 
great Bessemer mines in the northern part of Sweden, and their own manufac¬ 
turers were unable to compete, Hhipjung over (he same lines of road. Coniidaint 
was made to the legislature, and they at once said, “We will own these railritads 
ourselves,” and they bought them from the English capitalists. When X was in 
Norway and Sweden ;l years ago, while I was there, the Government took the con¬ 
trol of them, and they own to-day the iirincipal roads north and south through 
both of those countries. They have not cared to take the lateral lines east ancl 
west, but they maktj a rate from the common points of these lateral lines to the 
water fj-ont, and they prorate with the lateral linesbehiiiging to the smaller .•om- 
panies. Tluy have brought back into the markets the old manufacturers, and 
they are to-day a happy ]ieopIe, because the Government has taken hold an.l made 
the rates eipial to everybody—to the Englishman, to the Erenchman, to the Ger¬ 
man, and tin; Yankee, and everybody else. We distribute oil in thosi; countries, 
and we find no distu’imiination. (.TOvernment ownership is my propo.sition. 

TftF, CORT'OR.VTtONS EI.EiU' TtTE I.EGISt.ATORS—STATE OKEICERS .VNI> I'NITKD STATES 
OFFlCaCRS Ili.Nonn COME'I.ALM'S of vioi.ations of the. laav. 

\ou hav(; upon the statute books to-day one of the be.st laws ever written, 
known ,as the SlnuTuan Act, ])assed in IH9(i; hut the dilliculty in tliis country is 
that you can not enforce tin; law. or at least you do not.. Complaint of onr d’ifii- 
c.ullies Ava.s madi-dui'ing the Cleveland administration to the Attorney-Geneiail 
of tli<‘ United States, luid no answer was made by tin; rcciident of tln‘ letter. 
And to the pre.sent administration complaint was lu.ade more than 8 months ago. 
Tin' letter was ingeonholed. In the Stat<; of lYnnsyh ania we h.ave asked the aid 
of (be Commonwealth, by application to (In! governor, since the suit 1 have 
nientioned. Tln;h*ttE‘r was pigeonlnded. The power of thi'sc'monopolies and com¬ 
binations is such that they cl(‘ct or nominate their own men to serve in the legisla¬ 
tures. They make their own nominations a year alnaid of thetinn'. to pre}>are 
their cEindidate; and he is .schooled to know !heir wants first and the people's 
.second. I say that if oni- com ts of the State, our attorney-general of the Stabs, 
our .\ttorn('y-( ieneral of tins United States wcsuld put forth the strong a'ui of 
tin' govi>rnn:ent, under the laws that exist , they could stop tlu'se encroachments 
upon Ihe rights sif the people. 1 say that if they will not do so you must come 
to the contrid of these great transportation lines, which are causing all (his 
t rouble, by Government ownership. I have bi'cn a tT'aveler in every part of the 
woi'Id that 1 could Ten, ch by water or rail: iunl 1 lia\e found this country adver- 
tis(‘d from China to the i.slands of the East as being a country whose people are 
bound hand and foot by corponite power. As 1 told you yesterday, we came to 
Congress, as you saw hers'.m 1.81*1. We came here again and .again. We iiavo 
come (o the Attorney-General of the United States a half dozen times without 
result; and it seems tome thiit the courts are iiiiproached without result also. 
The setth'ment of litigation bi'fore the courts is didayed. Corporations c<ime 
when they ple;ise and stay away when tlu'y please. They diify the courts under 
the jdi*a that the.v will incriminati* themselves if they give evidence. What are 
you going to do about iff it the Government would .stretch out its tinn and take 
this man and stiy, " Answei* this (luestion or go to prison for contempt of court,” 
he w<mid answer. Now, 1 s;iy Govei'iimeut ovniership of railroads would be my 
remedy unless we can get Attorneys-General of the ITuit.ed States and of the 
several States that will enforce hiws. 

FNF.AIR TRAIll.N(i SHOULD BE rROlllltlTF.D. 

Q. Supiio.se that the Government did own the railroads to-day. Would not these 
great corporations or trusts still have the power to follow the .smaller merchants 
into the cities and towns and sell oil or any other merchandise very low at given 
l)ointa? And could not these corporations, with their great accumulations of 
wealth, still prevent the small corporations from doing business and the merchant 
from selling his goods in various markets'^—A. In tliat case you would want the 
law I spoke of yesterday—such .as, I think, is adopted by Germany—to ))rohibit 
unfair trading. Y()u have got to take care of the interests of the common people 
of this country. If you do not, you are going to have troulde. 
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Washinoton, D. C., Novemlxr lo, is»9. 

TESTIMONY OF ME. ANDKEW D. GALL, 


Mmiayer of Die (liill-Schneiiler Oil Company. Limited. Monire.al, Canada, 

The commission met at 2.10 p. m., Mr. Phillips presiding. Mr. Andrew D. Gall 
was introdnced a.s a witnos.s. and, being duly sworn, testified as follow.s; 

Q. (By Mr. ,Tenks.) Will yon kindly give your full name and addres.sV— A. 
Andrew D. Gall, Montreal; a Briti.sh subject. 

Q. What is your business?—A. Wo are engaged in the marketing of petroleum 
products generally, principally in the Prdvinceof Quebe<;, in Canada. 

Q. Do you handle Amoncan oils at all?—A. Almost (exclusivky. 

PRODUCTION OF PETROLF.U.M IN CANADA. 

Q. Can you give u.s an account of the production of cnide oil in Canada, giv¬ 
ing us the different places of production and something as toils extent?—A. The 
production of oil in Canada is confined almo.st exclusively at the pre.sent time to 
western Ontario; that is. the Bothwell, Oil Springs, and Petrolia districts, all of 
which are in we.steni Ontario. The production of oil is largely in the hands of 
jirivate individuals. The Standard Oil Company, as a (tomiriny, does not own a 
great number of wells, but some of the men formerly in tin; old Imperial do, I 
will explain that tlu! Imperial Oil Company to-day in Canada is directly the 
Standard Oil Company. It was the name of the companv in Petrolia before the 
Standard Oil Company got control of the Canadian market, and has been con¬ 
tinued under that style. 

Q. You say that the Standard Oil Company has gotten control. Do you mean 
that the Standard Oil Company bought tin; stock of that company and continues 
the company under its old name?—A. Yes. under the name of the Imperial. 

Q. (By Mr. Smyth.) The Standard Oil Company are stockholders now in that 
company?—A. The Standard Oil Company are stockholders in that comjiany. Mr. 
Fitzgerald, the former pre.sidontof the old Im])erial, admitted that only a .small 
proportion of the st<H‘k was held by Canadians at the present time. 

Q. They bought that in open market?—A. Well. I do not know. It. was a kind 
of a deal; I do not know whether you would call it open market or not. There 
were a number of men who wen; formerly in the old Impiirial who havi; largo 
producing intere.sts in Canada. These men no doubt control between 20 and 2.") per 
cent of the production. The rest is held by the independents or small producens, 
pumping from .’10 to .uOO barrels per month. 

Q. (By Mr. Jknks.) If I understand you, then, the lmp(;rial Company, of which 
the Standard Oil Company owns the controlling interest, controls about 2.’) per 
cent only of the production?—A. Of the production, yes. 

Q. About how much is the total production of Canada? Can you give us the 
figures?—A. Yes. The total production of crude oil amounts to alxmt 7.'i0,(t01) to 
800,000 barrels per year of 3.') imperial gallons each. 


CANADIAN oil, WORSE THAN OHIO. 

Q. What is the quality of this Canadian oil; is it like Lima oil in Ohio or white 
sand oil?—A. We have handled a good deal of Ohio oil, and of c.ourse it is not to 
be compared with tin; Pennsylvania at all;' but comparing the Canadian with what 
we get from Ohio wo find that in marketing it at an eipial jirice we can always 
get a preference for the Ohio product, ,so that I should be inclined to think that 
people would iirefer tin; Ohio to the Canadian product. 

Q. (By Mr. Smyth.) You say "we;" do you represent tin; company?—A. Yes, 
I might .say I am pre.sidcnt and managing director of the Gall-Schneider Oil Com¬ 
pany, Limited. 

Q. Do you produce peti'oloum—do you have wells?—A. No; we have nothing 
to do with that whatever—it is only marketing it. 

Q. Do you not refine the crude?—A. We have nothing to do with tin; refining. 

Q. You simply buy refined oil?—A. Yes. 

Q. (By Mr. Jenks.) You handle also crude oil?—A. No, sir; only ri'fined, 
lubricating, etc. 

1 Heo p. 081; Mr. Loe, pp. 275.278; Mr. ArchlKild, p. 512; Mr. Emory, ii. H24, 
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ItKFININtt IN CANADA ALL DONE HY THE STANDARD NOW. 

Q. About how much oil is refined in Cunada. and what proportion of that is 
controlled by the Standard Oil Conipany?~A. Well, these figures I am about to 
give are supposed to bo official. They are made by the Department of Agricul¬ 
ture. Ui) to the present time of course all oil had to be insi)ected and went 
through the inland revenue or customs department, and I presume the fimires an^ 
correct. The quantity of illuminating oil that was i>roduced and sold by oil 
refiners in (Canada in 1801) was 11,207,150 imperial gallons, valued at $1,251,122; of 
benzine and naphtha, 7I0,45»S gallons, valued at $70,788; of gas and fuel oils, 
0,788,858 gallons, valued at $261,618; of lubricating oils and tar, 1,447,455 gallons, 
valued at $77,109. The total gallonage for 1896 was 21,176,682, and the total value 
$1,792,800. The total gallonage for 1898 was 21,158,102, and the value was 
$1,728,298. 

Q. Can you tell ns about what ])roportion of this refined product is refined by 
the Standard Oil Company?—A. To-day every gallon is refined by the Standard 
Oil Company. 

Q. That is. the Standard Oil Conqiany now has control of all refineries in 
(’anada?—A. Complete control. 

Q. By comphde control you mean tliey own them all?—A. Tliey own them all.* 
There is om;—there is the old IiniJCrial in existence' to-day. 

O. IIow long is it .since the Standard Oil Company .secured this complete con¬ 
trol of th<i refined i)r<)duct in Canada?—A. Tliat deal was put througli in July or 
August, 1898. 

Q. Perhaps you can give us a little fuller shitement about it?—A. Well. I do 
not know exa(dly how it was done. I am sure. It was simply a deal of the Stand¬ 
ard Oil Company, and liow they did it I do not know. They liought u\) all the 
I'efineries, and th('y liavc; demolished all of them «‘xcept the old Imperial jilant, 
Tliat is ruDiiing now and there is a plant at Sarnia, a littk' faiiher from Petvolia, 

O. How many independent plants were there before'?—A. I have them he're. 
Befonithe trust got control of the business there were 5 refineries in operation 
and 4 reHiKU’ie.s that were not in active operation at tliat timt*, altliough not closed 
ni> l)y any means. As I stated before, all of Ihe.se, with the exc<*ption of the old 
(niperial Comi)any\s works at Petrolia, liave been dismantled,and most of the 
material broken up and sold as sera]) or moved to Sarnia. T know alK)ut the 
figures tliey paid for one concern. That was the John McDonald refinery. He 
told me that he got $65,000 for it and that it was not w'ortli $10,(KX).^ 

You spoke of their having removeil part of those retinerie.s to Saniia?—A. 
They removed part of the material. I believe, in building up their own works at 
Sarnia. 


A.MOUNT OF CANADIAN REFINED OIL AND AMOUNT IMI'ORTEH. 

Q. Do you know whether the amonntr refined at the present time is less or 
greater than the amount refined hy the 5 refineries iireviously?—A. I do not .see 
how it can lie greater. The ])roduction of enuh' has been about the same, and I 
do not .see how it can he greater than the production. 

You think it iirohahle. however, that they are refining all of the crude oil 
now. I judge from what you say that possibly this 1 refinery at Petrolia is 
larger than the others liave been at Petrolia, and that the one at Sarnia is a little 
larger. Have these 3 as much capacity as all the old oiu's?—A. t guess so: yes. 

(^. While there has been a concentration of several into one management, the 
total output has not been lessened?—A. I do not think it has been lessened. It 
may have been somewhat increased; some crude having lieeii sold for other purposes 
b(‘fore, they may liave made some changes w’hich have increased it somewhat. 

Q. (By Mr. Smyth.) I suppose there is as much crude refined as i.s demanded?— 
A. No, sir. 

Q. There is demand for more refined oil than there is on tlie market?—A. Much 
more. 

Q. (By Mr. Jenks.) Howmuch of the oil used in (^inada is refined there, and. 
how much is inqiortod from the United States?—A. For 1898 the percentage of 
('anadian was 61.1. and the percentage of imported, which i.s altogether American— 
no oil is brought from elsewhere—was 88.9<>f the consumption in Canada. In 1881 
th(Te was only 6.9 per cent of American and 92.1 of Canadian. 

(By Mr. Smyth.) How do the total quantities compare? The percentages 
vai*y; are the total quantities any larg(‘r?—A. Much larger. In 1881 the number 
of gallons of Canadian was 6,406.788, while in 1898 it was 10.796.847 gallons. 


n Mr.ArchlHild, p.r)78: Mr. Paco.p. 788. 
to pric'^H pai<i foj’ ])lants \*y tiio Standard, soo Mr. Davin, ji. 
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Q. (By Mr. Jenks.) Tlic Caiiiiilian output is also largely on the increase to-day; 
the demand .siinply outrun.s the sui)i>ly, so you are getting more and more from 
the United States?—A. Yes. 


THE COURSE Ob’ PRICKS. 

Q. Can you give us some information on the course of prices for the last 3 or t 
years, so thatwe can see whether the purchase of these companies hy the Standard 
Oil Companyhas had any effect on thmii?—A. 1 hav(; invoices here, dating all the 
way hack to IWia. of the old Imperial Company, which is at the present time the 
Standard. In September, 1893, they were .selling oil for 131 cents delivered in St. 
dohn.s, Quebec. 

Q. That is the refined prodmd?—A. Refined, in barrels. The cirst of barreling 
and inspection is estimated to he about 31, say 31; thmi that would mean that you 
dciluct .1 cents from 131, or 71 in hulk f. o. I'l. Petrolia. In 1894 it was delivered 
in St. .lohns for II cents; that is. in barrels, freight paid. I might say that the 
first was July, 1894, and in September, 1894. it was still 11 cents. In April, 189(1, 
it was 14} cents delivered at St. Johns. 

Q. That was before the Standard Oil (.,'ompauy took them in?—A. Previous to 
that altogether. In September, I897.it was Ills, delivcrisl in barrels; in May, 
1898 —that was .just a month or two previous to the time (hey look control of it— 
it w IS 131; to-day it is 171 cents, delivered in barrels at St. Johns. 

Q. (By Mr. Ci.auke.) Do you know the prices of enuh^ petroleum between the 
11 cent time and the 13 and 17 cent times?—A. I will just give this to you here. 
I have them from a large producer of petroleum, under date of October 3(1 last. 
In January, 189.‘i, the price was .81.1(1 jier barrel; in .lime, 189."), it was $l..")3 per 
barrel; in .lanuary, 189(1, $1.73: .lune. 189(1, $1.70; January, 1897, $1 ..'lO; June, 1897, 
$1.40; January. 1898,$!.40; June, 1898,$1.40; January. 1899,$1.10; June, 1899,.81.47), 
and the present price is $1.00. 1 have the average price for this year, if you wish 

to have it; I have it here. 

CRTjnE OIL (lOKS TTP ONH-IIALF CENT A OALLON; REFINKI), t CENTS. 

Q. (By Mr. Jenks.) Can you give us the prices of refined oil at the beginning 
of this year, 1899? What was the price of refined, compareil with the i)riei‘ ot the 
crude, at the beginning of this year?—A. Well, I have no invoices that I could 
show you covering that time, but I have a memorandum here. This is a retail 
price. Of course.it is pretty hard to go l)y that. In January of this year it is 
(pioted at 14 cents, and in February 141. 

Q. And the ipresent price.) from that invoice was 171?—d. No; I have no invoice 
to the effect that 17-1 cents is the price of oil to-day. 

Q. And this decided change in iirice has beim during the latter part of this 
year? When the price of crude was $1 .t.l per banrd the price of ndined was down 
to 14 cents or possibly less?—A. Yes. It is only recently that crude is $1.(10; very 
recently. 

Q. How long is it since refined went up to 17 cents?—A. That is very recently, 
too. 

Q. Then the facts seem to be these: That tlu; price of refined has gone up at 
about the same time as the price of crude?—A. Nearly so. 

Q. You w'ouhl say it ran up iiroportionatoly or nearly so?—A. 1 am not familiar 
enough with the refining; I do not know enough about that. 

Q. They have simply gone together?—A. Yes. 

tj. (By Mr. Phii,lii*8.) Has the price of crude in Canada corre.spondcd with 
the recent great advance in Pennsylvania and Ohio oil within the la.st (1 months 
or a year?—A. I do not know .iu.st what the luices have been in Pennsylvania or 
Ohio; but up to June of this year crude was only $1.47) at Petrolia, and even 
lower than that. 

(3. But you can not give us the price of refined in .lune?—A. June of this year? 

(J. Of this year; that is, the wholesale iirice?—A. Yes, I have it. In June here; 
well, the retail price, I3J cents. The.se, of course, are 1 cent over the whole¬ 
sale prices. 

(^. Well, that 13i. then, corresponds with $1.4,’!) and this I7.V with $1.(11). Is it 
claimed by anyone that tliis increase in the price of the refined oil is due to the 
control ot the refining hy the Standard Oil Oornimny?—A. It is claimed so by 
everybody or nearly cveryliody. 

Q. And do they make the same claim as to the increase in price of crude; that 
the Standard Oil Company has put up the price of crude?—A. W(dl. no. I might 
say that it pays the Standard Oil Comiiany much better to refine Canadian oil 
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and force it on the Canadian market than it does to import, beoanwe there is an 
import dnty'hf 5 cents per j,^allon. and yon can readily see it is far better to pay a 
little more for crude and force the people to use the Canadian product. 

FREIGHT DISCRIMINATION BETWEEN AMERICAN AND CANADI-VN Oil.. 

Q. Tliere have been some char^jes made in the papers for tin* last few months that 
there have beem freight discriminationsin Canada in favor of the Standard Oil Com- 
jiany. Can yf)u us any information on that subject?—A. The Sun Oil Kefin- 

ing Company, Limited, of Hamilton, Ontario, and ourselves laid a complaint 
l)efore the railroad committee of the Privy Conmnl r(‘garding this matter some¬ 
time in January last. The complaint was lieard by tlie railroad coniniitte<‘ in 
February. At that time we were complaining princiijally of the discriiuination 
in freight rates on local shipments on Canadian oil as against American. We 
also complained on the through freight rates from Blade Hock, wln.'re it enters 
Canadian territory, to Montreal and other points.' So far as that investigation 
was concerned the railways raised the objection that the railroad committee had 
no jurisdiction over foreign freight, or at least freight originating in foreign 
countries, though they decided afterwards that they did have jurisditdaon ov(*r it. 
On tile local freight rate thi'y tlirew up tlndr liaiids and admittiMl tliat thi'y 
were in the wrong. It was a put-iip job in the start, and it was about time tliey 
admittt'd it. For instance,! wiait out and bought a barrel of Canadian oil ami 
shijiiied it to (leorge L. Meikle Company, of La Shiitte. On the Canadian oil 1 
paid 77 emits fridglit. Taking barrels of 4o0 pounds, that was at the rate of ll" 
c(‘nts per Mil) pounds. On a barrel of Aimuican (hi I paid Sl.OS, a rate of :3-l cents 
pel* too ponmls. Here ar(‘ th<^ original bills of lading sigiu'd and receipted. 1 also 
shij)p(‘(l a barnd of each kind to St. Johns, Quebec. On tlie American oil I paid 
Sl.hH for tlie barrel, or 24 c(‘nts per (DO pounds, and on Canadian I paid 54 
ciMits. (.r 12 cents per 100 pounds. A more glaring injustice never (‘xisted. 

Q. When you deliver(‘(T this oil to the stations- 

A. (IiitcaTupting.) Wc liad to say whether it was Aim'rican or Canadian. 

Q. They .sinijily made up the freight bills a(5Cordingly?— A. They maih^ up the 
freight bills accordingly, and you had to mark on the freight bills whether it was 
Aniei'ican or Canadian. 

Q. What had been the custom hoforo? Had thc^y be(‘ii .shipping at the same 
rati’s? A. Y(^s; whotlu'r American or Canadian it was shipjied in the .same way 
at the usual rate of frihght. 

Q. And this is simply a rating made by these roads?-A. Yes; and we think at 
th(' inst igation of the tru.st to prevent ns from mavk(‘ting our goods at lo(;al points. 
Not satisfied with marking up the through rates, they wantisl to cripple us further 
by cliargdng double for Aineri(*an ovi'i* Canadian. 

Q. Why <1<) you tliiiik lliat tin? Stamlard (Oil Company was back of that?—A. 
Th(?y hav«? got control of tlie (Vuiadiaii husim.'.ss, and th(‘y were anxious to force 
people to use Canadian oil by making it impossible to get American oil. 

Q. (By Mr. (kiAWKE.) W(?re both of these over the (irund Trunk?—A. No. sir; 
botli over the Canadian Pa(‘ific. 

Q. {By Mr. JjcNKS.) On what roads were th(j.s(? discriminations made again.st 
oil?—A. Both roads. 

Q. On any others?—A. We have a number of .small railways, but the Grand 
Trunk and (Canadian Pacific? railways are regally the only roads, you might say, 
that w(‘shipped by; in fact they are tlu? only roads i nniiing into M(»ntreal. Tlu‘re 
are otlicrs running in tliore, such as the Niw York (N'litral. Delaware and Hud¬ 
son, and .some others, but they come in over tlie Grand Trunk tracks or the 
Canadian Pacific. 

THE MICHIGAN CENTRAL LOSES STANDARD IICSINESS. 

Q. How ahout the Michigan (’entral?—A. They conn? as fur as Hamilton, hut 
not any farther. 

Q. Was there any discrimination made to Hamilton and through that part of 
the tenitoryf—A. I might say the Michigan Central would not go in for increas¬ 
ing these freight rates. You might call it a deal, whateviu* you lilo*. The ex;K;t 
result—they told our people that the Standard Gil Company tru.st had taken all 
their freight away from the Michigan Central. Nothing is lulled over the Miclii- 
gan Central, and the Michigan Central is .still giving ns a decent freight rate, 
what it was formerly, previous to October, 1808.* 

' S(!i* Mr. pp. 07r>, 478. n7t>. 

Mr. Woatgato, p. 879. Compuro thu cuso of tlio ll<x;k uiiil Monipbis, p. 711. 
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Q. Yoti think there was a foniial iifjrepmont between the Grand Trunk and 
Canadian Pacific to put up th(i freight on oil. hnt none of the other roada came 
into the agreement?—A. No. none of tlie others eaini' in; no otiujr had anything 
to say about the matter: they were the only ones that could lu-ing it into Montreal 
and other points; the only two tlirough lines we have. 

Q. Yon .say you are informed by the Michigan Central Company that the Stand¬ 
ard Oil Company Inive taken away their business since this. Did that informa¬ 
tion come from one of the officials or from some one in authority?—A. It did, 
although I am not prepared to say who it was from. 

SIirPOSED SPECIAL H.VTES TO THE STANDAKD—COJIPLAINTS TO THE OA.NAIUAN 

OOVEUNMENT. 


Q. Will you explain somewhat further in reference to through freight rates?— 
A. Of course we wer(! not satisfied with the way the matt(T was handled in h’eh- 
ruary last, so we made a further coinpl.aint to the railroad committee. 

Q. Will you he kind enough to read this coniidaint and put it in (uddence .so that 
we can have it exact?—A. I will. I might say 1 took this matter up with Mr. 
Blair, minister of railways and canals, and he wrote me on May 15 last as follows: 


Opkh'F. ok the Ministku ok Railways and ('anals, 

Oftiiu-ii. Miiy l/i, ?,S’, 

Gentlemen: I have your favor of May V? before me, and note its contents. If 
you have tound any good re:ison to beli('ve, as I infer you have, that the (b P. R. 
and the G. T. R. are carrying the Standard Gil Comp:iny's products at a lower 
figure than they are propo.siug to charge you, and if you make sucli an allegation 
and ask us to investigate it, thc‘ railw:iy committee will summons such witnesse.s 
to Ottawa as you may think, or we conclude, will on oath be compelled to 
acknowledge the facts. W(“ will not permit the C. P. R. or G. T. R.. or any other 
railway, to tell us that it is none of the business of the public to ascertain whethi’r 
there is discrimination or prefereiu'e. It is essentially our business to see that it 
is not penuitted, I will have tiie deputy minister a.scertain, beyond this, whether 
there are any facts in his possession witli regard to the tariff, oi-which he can 
procure, of which I can acapiaint you. 

Yours, faithfully, 

ANirw. G. Bi.air. 


Gall-Sohnbidek On, Co.. Monirval. 


The Witness (reading statement). Now, this is our complaint: 

To the Railway Committee of the. Privy Conneii: 

The complaint of the Sun Oil Refining Company, Limited, and the Gall- 
Schnei<lcr Oil Company, Limited, with reference to the tolls cdiarged by the Gr:md 
Trunk Railway Company, of Canada, and the Canadian Pacific Railway Com¬ 
pany, ni)on petroleum and its priKlucts, humhly showeth— 

Your complainants are comi»anies incorixirated under the laws of the Provinces 
of Ontario and QuelM'c, respectively, for the inanufacture and sale of petroleum 
audits products, and have their jilaces of busines{s ami manufactories at llalnilton 
and Montreal, respectively. 

Your complainants necessarily import from the United States large ipiantities 
of petroleum and its products. 

According to the uniform classification of freight prescribed by the Governor 
in Council under the railway act, and now in force, illuminating oil and lubric:it- 
ing oil in wood are classed as fifth class for car lots and third class tor less than 
car lots. 

1. The said railway companie.s under like conditions and circuinstances are 
naming unjust aud partial discriminations lietween different hKailities. 

2. The said railway companies are giving secret special toll rates, rebates, and 
concessions to the Standard Oil Comiiany and persons and corporations affiliating 
with them on freight canied over their respective roads. 

.“i. The said railway companies have been since October 1 last, and are at the 
present time, discriminating with regard to freight rate charges in favor of the 
Standard Oil Company and others affiliating with them against independent ship- 
liers, and all oils shipped by the Standard Oil Conijiany and said other persons and 
companies from all points in the United States coming into Canada are carried at 
a less rate of freight than the same class of goods shipped by the independent 
refiners competing against the Standard Oil Company and said other companies. 

4. The said companies are at present and have been since October 1 last charg- 
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ing 85 cents pei* 100 pounds from Buffalo and Siisponsion Biidgc to Montreal, as 
i)er tlioir tariff issued at Montreal,' while they (charge only 25 cents per 100 pounds 
from Sarnia to Montreal on the same class of goods, notwithstanding the fact that 
the distance from Sarnia to Montreal is 77 miles more than that from Susi^ension 
Bridge to Montreal. 

5. On all oils shipped from Buffalo and Suspension Bridge to Montreal the 
Standard Oil Company and its connections the said railway companies are giving 
a secret rehato or reduction. 

(). Sliippers not connected with the Standard Oil Company and its connections are 
charged on shipments from Suspension Biidge to St. John, New Brunswick, on 
carload lots, 45 cents jier 10(t while shippers from Sarnhi are charged 80 (^ents per 
too. althougli the distance from Sarnia is 77 miles than from Suspension 

Bridge to St. John, New Brun.swick. 

7. On all other points on the international houiuhwy to which shipments of oil 
arc made the same discrimination was made in favor of and i*el)ate given to 
the Standard Oil Company and (companies and persons affiliating with th(>m, 
against their coiiijietitors. 

H. By r<!ason of the facds iKU’ein complained of, your complainants have sustained 
loss and are greatly impeded in the transaction of their biisint'ss. 

{). Your complainants therefore submit that an order should be made directing 
the said I'uilway companies to discontinue those illegal acts, and to refund all 
overcharges which th(>y have so collected from your said complainants. 

And that sindi furtlnu* ordoi* may bo made with refcu’cnce thereto as to your 
comniitte<‘ may secsin meet and tlie circnimstanoes of the case may rccjuire. 

And that for the puipose aforesaid full inquiry into the matters herein com¬ 
plained (d may he made. 

Dated at Hamilbm, June 7. 1890. 

The Sun Oil Refinino CowrANY of HAMii/roN, Limited. 

The CrALL-ScniNEiHEit Oil ('omcany. Limited, 

By Staunton & iYilVAli, Iheir Solicitors. 

Q. (By Mr. Jf.nks.) I note that you speak of second rebates that have herui 
given to tlu! Standard Oil Company. Did you have anypositive proof that secret 
rebates bad been given?—A. We hope to be abl(‘ to establish that fact if we get the 
right men b(dore the railway committee. I have good reason to believt^ and do 
belieV4‘ that such is the case. 

Q. But as y<‘t you have not brought that ontV—.V. .-Vs yet I have not brought 
that. out. 

Q. Does file Standard Oil (’ompanyslnp any American oil into Canada?—A. 
They do; but very little in companson with forimu' yi^ars.'^ 

(^. Their expfctation, apparently, is to supidy tlie Canadian market with tlie 
oil there, in which there is the largest profitV-“A. Y(‘s; .so long as the duty remains 
as it is. 

0. Have yon any reason to think that for the American oil which they do siiip 
into the country they pay any less rate of freight than you do?—A. 1 certainly do.' 
and I hav(‘ a good r(‘ason to tx'lieve so. 

Q. The main cliarg<\ liowever, is this, that discrimination is made between 
American and (Yiiiadian oil to the detriment of those fieoph* Avho are dealing in 
AijK’ric'anoil?—A. No: we do not charge that exactly. "We charge that the Stand¬ 
ard Oil Conqiany and companies connected with tluun are getting a lower freight 
rate than W(‘ do. or at least than the iiuhqKTuleiit sliippers do. 

Q. In (^very way and ovi'r all the roads?--A. Well, very nearly: anywhere ami 
everywhere. 

Q. (By Mr. FARqUH.Mt.) You mean on Canadian oil?—A. Any oil. There is 
nohody (dse handling Canadian oil except themselves. You cau not buy a gallon 
of oil unless they s<‘o fit to sell. 

THE STANDARD WILL NOT SELL IN CANADA EX(’EPT TO THOSE WHO AGREE TO 
BUY ONLY FROM THEM. 

(By Mr. Jenks.) Do you know whether they refuse to sell Canadian oil to 
anyone; for instance, have you offered to buy?—A. t have tried to buy, aiidthev 
refused to sell. 

Q. As a matter of fact you can not get any Standard Oil Company products to 
handl(‘?—A. We can not get any to handle nnles-s we get it from an outsider. 

Q. Does this same fact in reference to tlieir refusing tlnur products apply to the 
Sun Oil Company, of Hamilton?—A. Yes; precisely the same. 


' Seo Mr. Westgate, p. .378. 

=*Soe p. 680, as to importations l»y iudoponiienta; Mr. PiiK«,p.788. 
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Q. And all otliera except those formally recofrnizod as their agents?—A. Yes; 
those who buy exclusively from them. 

Q. Have you any knowledge of that fact, that they insist upon their dealers 
making an <agre(uneut that they will buy only from them?.—A. Yes. 

Q. You have positive information of that fact?—A. They have asked nio two or 
three different times—s(;nt a man to us, and asked us to buy all our stuff from 
them and stop this inquiry and all that kind of thing, which, of course, we refused 
to do. 

Q. (By Rcpre.sentati ve Livixokton, ) What inducement did they otter you to do 
it?—A. Well, tliey wanted to chai'ge us alxuit twice what the stock is worth,ami 
to cripple us as .soon as they (smld; that w,as about the inducement, but they did 
not put it in that form. They off(‘red us no inducement whatever. 

IS IT TO'rnoTKCT TIIE OANADIA.N INIlUSTiiY? 

Q. (By Mr. Parql'Hau.) Is there evidently a policy on the part of the Cana¬ 
dian roads to build up Canadian oil as against the Annu'iean iiroduct by making 
the rates they do?—A. 1 asked Mr. Bosworth, geni'ral freight .agent of the Cana¬ 
dian Paciiic, and he replied that he wanted to protect the Canadian industry. 

Q. Has not that been the plan of your government in making as much discrimi¬ 
nation as it could against the Amernain product?—A. In past years it has been; 
I can not say it has been under the present government. 

Q. Is it not of advantage to the tlrand 'Irunk and (Canadian Pacific- to f;rke the 
through rate and a .short haul on the Canadian lines with the Canadian market in 
preft'renccc to prorating with American lines in competition south of the St. 
Lawrence?—A. It certainly is not: lean not see where it conn s in, because on 
oils it is only a distance of 7o miles le.ss, 

Q. (By Representative LivixustoN.) Is it not done as a retaliatory measure 
entirely?—A. 1 do m it think it is. 

y. (By Mr. F.MtquHAn.) Ilasit not been the policy ,as announced in the Cana¬ 
dian press, and declared by your ministers, to take care of your products as against 
anything inqiorted across the line?—.A,. Well, it was previous to the present 
administration. I can not say such is tin* case at the present time. 

t,j. Do not the two roads there that are hackl'd up by foreign capital, Canadian 
capital, and subsidized, uniformly make rates to the Canadians to the disadvan¬ 
tage of the Americans?—A. Tluit is what they have done, if you look at it that 
way. 

t^. (By Mr. Smyth.) Does the Standard Oil Company produce crude iieli-o- 
leuni in Canada?—A. Well, men connected with the Standard Oil Company do. 
The Standard, as a company, owns very little. 

RISKS OF STABTIXG A.N INDErEXDKNT UEFI.NKtlV—.XIIT MUC'tl RISK To THE 

STAXDARI). 

Q. They are simply refiners, arc they, in Canada?—A. Yes. 

Q. Can not anyone Imy that crude ])etrolcum in Canada?—A. They can; yes. 

y. And they could refine it if they wanted to?—A. If they felt so inclined they 
could. 

y. Then when you say no one can buy Canadian refined oil except with the per¬ 
mission of the Standard Oil Company, it is becau.se they do not choose to refine 
it?—A. Anyone who is familiar with the Standard's operations in the past w.mld 
think twice before he put up a refinery in Sarnia, or anywhere, to refine Canadian 
oil. 

y. (By Representative Livingston.) If they did, tell us what the Standard Oil 
Company would do with them, judging the future by the past?—A. I suppo.se they 
would lower the price at certain points and run them out of business as fast as 
they could. Then there is the uncertainty about the duty. The government, it 
i.s expected, will remove the whole or part of that duty, and if they did, a refinery 
in Canada would not be worth much. 

y. (By Mr. S.M ytii . ) Then the .Standard Oil Comp,any m buying those refineries 
in Canada have taken a very big risk if they gave $(1.5,000 for a refinery that was 
only worth $10,000?—A, They have made that 10 times over in,the last 3 months. 

y. (By Representative Livingsto.n.) They have the railroads in Canada sub¬ 
sidized or under their control, have tliey'?—A. I think they have. 

(3. Then they do not take much risk?—A. I do not think they do. 

y. (By Mr. Smyth. ) They take the risk of the tariff, and you think that no one 
would invest in the refinery'?—A. That is, an outsider. The Standard Oil Com- 
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pany is a difforent ooncorn altogetlier from any private indivklnal. It is not nm 
on what are known as business principles at all; at least, not what misht be called 
honorable. 

CKUDK OIL HAS BEEN HiaHEE—REPINED WAS NEVER SO HIUH. 

Cj. Do yon consider that the price of crude oil has advanced to $1.60 as against 
$1.40 and ,$t.:i0?—A. Of course, as I said before, I do not know much about the 
refiidngpart of it, but it strikes me that a difference of 20 cents a barrel does not 
warrant an advance of !i or 6 cents a gallon on tlie refined product. 

CJ. But it h.as only Ijoen advanced from 14^ cents; that is not 5 or 6 cents a gal¬ 
lon?—A. But in past years crude oil has beim a great deal higher than it is; and 
the prici^ ij{ oil never was known to be as high. I do not remember of oil being 
as high as it is to-day. In 181)6 crude oil was as high as $1.72, while oil was 
selling for I4J cents delivered in Montreal. 

y. Do yiin think there is any jirolit in it? Were not bn.siness conditions very 
much depres.sed in 18!)6? Is there not very much more margin of profit in all 
busiiK'ss to-day as <!orapared with 1896?—A. There is for some iieople, the Stand¬ 
ard Oil Oonipany in particular. Wo do not find it so. 

Q. Now, do 1 understand you that tlie Standard Oil Company is the side buyer 
of crude oil in Canada?-—A. They are. 

Q, And yet they have advanced the price from $1.4.') t« $1.60?—A. Yes; that is 
ilom; to encourage i)roductiou, because they find, as I e.xplained before, that it 
pays them better to refine Camidian tlian it does to import the American. They 
want to increase the production l)ecause it pays them much bettm- to do so. 

y. Have they not really bid against themselves in raising the market price from 
,$1.4.') to $1.60 for crude?—A. They have. 

y. (By Kepresentative Livinoston.) But you say while they have done that 
they make more money by if?—A. They certainly do. 

y. (By Mr. Smyth.) At tlie Siinie time the producer of crude ])etroleum is 
getting I.') or 20 cents more per barrel than he got before?—A. But he is getting 
12 cents a bai'rei h>ss than he did in 1H06, and tlie dealer is paying 2.) to :! cents a 
giUlon more for his refined oil. 

Q. That may be, bnt the business conditions may be very different.—A. Yes; 
they are. It is the Standard Oil Company that is running the business now; that 
is the difference. 


PRODUCERS VERSIJS CONSUMERS. 

Q. (By Mr. Pi; ii, lips.) Do you state that the Standard Oil Company had to put 
up the pi-ico of oil in order to induce development? Tlieri; are a large nurnlier of 
pel-sons outside of the Standard Oil Company that are engaged in thu producing 
business in Canada.—A. A'cs. 

Q. Do we understand, thiui, that they ])Ut up the price of oil in order to increase 
production, because there was a much larger profit in refining Canadian oil than 
in importing American oil?—A. That is precisely the idea, as I understand it, and 
as it is generally understood; that they advance the price because it jiays them so 
much better a ])rofit to refine the Canadian product than to import the other, 
bei-ause there is ii duty of.') cents. 

Q. (By Mr. Smyth.) But the effect in the oil-producing regions has been bene¬ 
ficial?—A. Yes. 

Q. It has caused more wells to be drilled?—A. Yes. There is a market for 
much more oil in Canada than is produced there., and they want to benefit by it, I 
suppose. 

tj. But the people are benefiting by it also, are they not?—A. Some of them, I 
supi)ose,do, and some do not. 

Q. Well, they are producing more oil and getting a higher price for it?—A. I do 
not know that they are prodneing more oil. They may be, but, anyway, up to 181)8 
the production was about even. 

(By Re])rescntative Livinhstok.) How is the consumer faring while that is 
going on; is he getting his oil for less money and making money by it?—A. No, sir. 

Q. What is the ratio between the producer and the consumer as to population, 
as to numbers?—A. I do not know how many producers there are; there are quite 
a number of them, but I would not undertake to say. 

Q. About 1 to 100?—A. No; not 1 in 10,000. 

Cj. Then where 1 in 10,000 is making money 0,901) are losing it?—A. Well, they 
are paying a good deal more for their light. 
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THE TARIPP ON OIL. 

Q. (ByMi-. Farquiiab.) How long has this n-oent tariff rate been in existence?— 
A. It used to be 7 ;inil (>, if I remeinber riglit. altbongli I am only taking it from 
memory; 1 think it was the late Oou.servative government that reduced it to .I; 
that would be the hist stwsion. in 1811(1. The present Liberal government said they 
were going to wipe otit all the.so iniiiuities. They may be going to do it, but they 
have not done it yet. 

(,^>. So the remedy lies with the Canadians in establishing a tariff that will admit 
American oil and bring the Stiindard's pri(;e down?—A. The remedy lies in that 
and in obliging the railways to larry petroleum products at ;i reasonable freight 
rate. 

t^. You would say that these Ctinadian railroads, through establishing these 
tariff rates, discriminating in favor of Canadian oil. are carrying out the iiolicy 
of the Canadiiin government, whether it is Liberal or Tory?—A. No, sir; most 
deciiledly not. 

(j. You think not?—A. No. sir; I think they were carrying out the policy of the 
Standard Cil Trust. I do not think it emanates from any other source. 

(j. Then you would say that if they charge that .'i-eent rate, and do not lowi'V it 
to ;) or a. and allow competition, the Canadian government is really in aid of the 
Standard Oil Trust?—A. Of course that has been standing for a long time— 
this duty. If they would remove that it would help us greatly, but while they 
allow the railways the monopoly of freight rates I do not know where they may 
put them to. 


FKEKIHT niSOIUMl.NATIONS (RESUMED). 

Q. (By Mr. Jenks.) Do I understand you to say. in regard to hx-al rates in 
Camilla itself, that the railroads hail all been coin]ielled to |mt back the rate and 
make it the same on American oil as on Canadian?—A. \’es; they diil. 

Q. And the only discrimination now that remains against you in the Canadian 
rates is on the oil that is imported.on which there is a through rate from tlii' 
United Ktates?—A. Yes. Of course if we can not get through rates on the oil 
our stuff does not reach a local-rate town, and it doesn't amount to “shucks.'’ 

Q. (By Mr. S.MYT 1 I.) Have you evidence as to the rates of freight charged the 
Standard Cil Company from the United States into Canada, as compared with the 
rates you ami othei- independent dealers in oil have to pay?—A. We have jiroved 
nothing yet. The railways say the freight is alike to them and all others, but we 
don't believe it. and we hope—in fact, we believe—that we can prove that such is 
not the case when we are given an ojiportunity to do so. 

WAllES. 

CJ. (By Mr. Jf.nks.) Have you any information with reference to the rates of 
wages that are paid by the Standard Oil Company in their relineries as compared 
with the rates that were paid before’'—A. No; I know nothing about that, except 
that I did hear that their men were complaining in Montreal, at their establishment 
there, that they had reduced their wages. Beyond that 1 have no definite 
knowledge 

tj. (By Mr. 'Farquhak.) Your last answer was hearsay; you know nothing 
about it’?—A. Yes; from the men I know nothing about it. 

LNDEPENDP.NT IMPORTERS IN' CANADA, AND WHERE THEY BUY. 

(J. (By Mr. Phili.ips.) Do the independents in Canada import more American 
oil into Canada than the Standard?—A. I do not know. I should not want to say 
that they import more, but the importations into Canada by independents haye 
lieen largely increased during the past 1.’) months. 

Cj. What refining coiniianies in the United States, independents, export or 
imiiort their oil?—A. The Sun Oil Company and ours .ire the chief importers in 
Canada, and, in fact, the only ones I know of at the present time. We imjairt all 
our stuff, or nearly all. from the Corn Planter Refining Cmupany, in Warren, and 
the 'Warren Refining Company, in Warren, Pa We also import some from the 
Craig Oil Company, in Toledo. We have bought a good deal from the Paragon 
Refining Company, in Toledo, and we have bought some from Scofield, Sclmrmer 
& Teagle, in Cleveland, I think. 
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AMERICAN OIL BETTER THAN CANADIAN. AND PENNSYLVANIA BUTTER THAN OHIO. 

Q. _ Is tliis oil that i.s bought by you, the independent oil, considered better thiiu 
the Standard or equal?—A. From what I can learn from the <!on8muer.s, the oil 
that we have been selling as American oil, which it was, is considered mucli 
better than what the Standard was selling them as PeniLsylvania oil. As a matter 
of fact. I think they had been giving them for years the Ohio product and jiutting 
it off as Pennsylvania oil. although I have nothing to prove that by. e.xcept tliat 
the peoph^ have said that they considered what wo were giving them far better. 

Q. At the same price the citizens of Canada would buy of the indeiiendents in 
preference to the Standard, would they?—A. Kvery time. There is not 1 instance 
in 1.000 hut tlaw will give ns the preferem* over the Stamlard. 

t^. You speak of importing oil from Toledo, Ohio. That is what is called the 
Ohio or Lima oil, is it?—A. I think so. 
t^. Do you sell that as Ohio oil?—A. Oh, yea. 

Q. And you make a difference in price between the Ohio oil and the Pennsyl ¬ 
vania oil?—A. Oh, yes. 

Q. Yon sell them'for what they are?—A. For what theyare. We sold the Ohio 
oil last fall—that is, about this time last year—at precisidy the same jirice that 
they wi.’i'e selling Canadian oil at. Wn were ])aying those e.xcessive freight rates 
and r> cents duty, but wo still sold it at precisely the sa-nn? pri<-e that they did, 
and we did not low anything by it, although 1 ad'mit we did not make nnndi. 

Q. (By Mr. SsiYTii.) The Canadian ]mblic would not pay yon more for that 
oil?—A, They would at that lime, but they would not sometimes; but we did not 
want to ask tlnnn any more at that time. 

Q. Is it not recognized in Canada among the consumers that the American oil 
is better than the Canadian?—A. It certainly is. 

Q. And yet they will not pay more for it?’—A. Tln;y will; but at. that time w<' 
were not a.sking more for it. 

Q. (By Mr. .Ienks.) What difference do yon imike in jirices between the Penn- 
sylv:ini:i product and the Ohio product?—A. Well, gimerallv about a cent or a 
cent and a half.' 

(i». (By Mr. Smvtii.) Do yon sell mmdi Pennsylvania oil?—A. Yes, we .sell 
a lot of it. 

The parties you mention that yon di*al with were mostly Ohio people. Whom 
<lo yon buy from m Pennsylv;mia?—A. From the Corn Planter Refining Coiniainy 
and the Warr(>n Ri'fining Conqiany. I might say th.'it the men who ar<' inter- 
e.sted in these two eonqianies are also interested in onr concern in Montre;il, and 
also in the Kan Oil Refining Company, in Ihiinilton. Mr. .Tameson is a share¬ 
holder in onr company, and so is Mr. Todd, of the Corn Planter. They are also 
sharidiohh'i s in tin Hun Oil Company, in Hamilton. 

<;ANADIAN OIL DLTY DISI’ROEORTIONATEI.V IIIOII. 

.Q- (By Mr. Clarke.) You think that fhe Canadian duties on American oil are 
disproportionately high; that is. higher than the duties on other products that 
;n'(; imported.-*—A. Oh, yes. Take, for insLince, the oil th:d. we bought in Ohio 
last year. It was worth about, say, :t cents a wine g;illon. ;ind the duty was ,5 
(;ent,s a gallon on it. Of c-ourse. to-dav (.)hio oil is woi'th considerably more 
money, hut tin; duty is still very, very high. I know of nothing in the whole list— 
there may be some things—but I know of nothing that compares with oil. And 
Air. Fielding, in his budget speech hast.vear before the; house, said there was nothing 
In; had any apology to offer for but coal oil. Ho did mention that, and .said that he 
regretted In; h.ad not been able to remove any duty from that then. It was the 
only thinghc aixdogized for. which would go to show that there was nothing elsi; 
to conn)are with it. 

(J. Havi; yon figured out what the iiercentages of duty on oil and on other prod¬ 
ucts would be?—A. No, I have not; hut the duty generally goes all the wav from 
Id to t'a, .'ll), and even 40 and 45 per cent; and even if it went, to 50, it is still away 
biihind the oil. T do not know of anything that comes anywhere near that. 

Q- (By Mr. CoNfiER.) What is the percentage on the oil. appro.ximately?—A. 
That would depend largely on the cost. We pay 5 cents a gallon regardless of the 
C(ist, unless it is an oil that costs ovc-r 35 cents a gallon; then we pay 35 ])er cent. 
Of course you know there are no oils sold for 35 cents, or very little, and hence 
we are not much concerned with that. 

'A? to tin; rolafivi; <imility of l'enns,vl v.-iniii imd Ohio oil, boo .Mr. I.oo, iip. 27.5,278; Mr. ArohboW, 
p. .5.12; Mr. Emory, p. 024. 
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Q. (By Rpprosentative Livingston.) What is the price of crude oil in Ohio?— 
A. I do not know. 

Q, What i.s the price of the crude oil that yon buy this side of the line to-day?— 
A. Wo do not buy any crude oil; it is the refaned only that we buy, 

Q. What is the price of the oil you buy?—A. We have bought some for 3, 3|, 
and 31. and lately we bought 3 tanks that cost us, if my memory serves iiie 
right, .'if. 

Q. Then, atcents’ tariff, what is the percentage; isn’t it over 100 i)er (■(uit?—A. 
Well, that is over 100 per cent. 

Q. (By Mr. Ci.akke.) What was Mr, Fielding's reason for being unwilling 
to propose a reduction of the duty on coal oil'?—A, As nearly as I cam remember, 
he merely said that everything and everybody was prosperous or was prosiieriug, 
and it was not advisable at that time to disturb any of the other industries, and 
hen(;e he had not doin* anything with the (oal-oil duty, because it would have 
been tlm only one that he would have wanted to touch at that time. 

Q. It is a fact, is it not, that the Canadian government derives a considerable 
revenue from the importations of oil?—A. It does. 

Q. And it needs that revenue -depends on it largely for government expimsi's? 

Q. (By Representative Livi.ngston.) Does tin; Canadian government want that 
tax for revenue, or what do tlniy want it for'?—A. That particular tax'? 

y. Yes.—A. I do not think it maids it; I do not see why it does. 

Q. (By Mr. Clarke.) Do you not think the ministers consider that they need 
it?—A. From Mr. Fielding's own ri'inarks I should not say that they thought they 
needed it. He ilid not say anything about it at that time. 

Q. (By Mr. S.mvth.) Do you know how much it amounts to a year to tlni Cana¬ 
dian government?—A. No; I could not tell you. 1 .suppo.se you could lind out 
from this [produciing book). In 1.SP8 tliiuxi were (i.HH0,734 gallons,at .’> cent,s a 
gallon; just what that would amount to I luive not figured out. 

COST OE OHIO OIL, FREIGHT AND DUTY PAID, AND HARRELED. 

t^. This oil that you bought in Ohio, you .say, at ,'i cents a gallon; what is the 
freight on it to Montreal?—A. Forty-three cents per 1(K), at the present time. 

Q. How much would that be on a gallon?—A, I figure that it costs us 3j cents 
on an imperial gallon. 

Q. That wouhl make it cost 13 or 11 cents?—A. It costs us more than that when 
we count the cost of liiirreliiig it. We have t) barrel it. of coursi'. After the 1st 
of October, 181)8, they did charge us as high as KU cents from Toledo, and previous 
to that time the rate'from Toledo was 311.) cents. We pay 43.1 cents from Wiirren 
to Montreal; and liefore the Standard got control of the market we got a rate as 
low as 33 cents—that was no later than April, 181)8—33 cents from Warren. But 
when you go and ask the railway people anything about it. they simply will not 
talk to you; they do not throw a man out, but they do the next thing to it; they 
will not have anything to say about it. 

Q. You really could not .sell that oil below 17 cents and make a profit on it after 
liaring that high freight and paying the duty'?—A. No; we can not sell it at that 
prii;e to-day. 

Q. The freight is double what it was a few years ago'?—A. Almost. 

Q. Forty-three and 33'?—A. Forty-three is what they charge from Toledo 
now. although thiy did charge us as high as 46; and from Warren, which was as 
low as 33—that was in April, 181)8—it is very nearly double. 

Q. Then, one reason why the price of oil is higher in Canaila to-day is the 
higdi freight charge?—A. Yes. 

Q. And with tlie duty and the cost there is not very much profit in it at 17 
cents?—A. There is no profit in it at 17 cents. We can not sell any Ohio oil at 11 
cents. I figured it out. In barrels it coats us 17 cents ;in imperial gallon; so wi^ 
(;an not do anything with it. We can not sell it for less than 18 or over, and make 
anything on it. 

SUPPOSED RAILROAD DISCRIMINATIONS IN FAVOR OF THE .STANDARD. 

Q. Do you blame the Standard Oil Company for all that increase in the price 
of refined oil?—A. I do, so far as freight is concerned. 

Q. You think tliey in.stigato that high freiglit from Toledo and Warren?—A. 
Yes. We knew nothing about this, mind you, from tlie railway companies. They 
are supposed to give due notice or post a notice in the stations, eti;., as ri^gards 
an advance of freight or any otlier notice of that kind; but we knew nothing 
about that. I heard of it first from our people in Warren. They had got 
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hold of it in some way or other—I do not know how—and I went up and for 10 
days I tiled to find out from the Canadian Pacific Railway wljat the freight was 
going to be, what the increase was going to be, and I could get no satisfaction 
whatever. It was in the afternoon of Septenilier ;10, 1808, about half past 8, that 
tht‘y told me what the rate was going to be. and the Standard knew all about it 
because their man was running around tlic office there as tliongh l»e owned tlii' 
otiue. Nobody idse could get anything. They would tell you tluit they had no 
time; they would not talk to you and they w^)uld nf)t listen to you alM)ut it. We 
(.•mild not get any iiitonnation, althimgh they knew all alimit it. 

Q. That isyoiir eniiposition, that (hey knew imything about it?—A. Well, I 
know as nearly as I know anythisg that they knicw about it, because they got a 
largo lot of oil in at that time, before these freight rates eaine up. Just why they 
hiought that in I could not make out: but they must have known. Any amount 
ol it came in about the JOtli of September and along about the 1st of October 
which must have been on the way at that time. 

Q. Yon think that the Standard Oil Company iiay the same rates from Peiin- 
s.vlvania and Ohio that you doji—A. No; I certainly do u((t; I do not think any¬ 
thing of the kind. The railways say they do, hut I'do not believe it. 

Q. You think tiioy alisolutely pay it and there is a rebate?—A. Yes. 

WATER ROUTES. 

Q. (By Mr. Jenks.) Is any oil shippiid in by water from Toledo?—A. Last year 
we had a lot ot eontraets on hand, and we had to fill them in some way. We 
could not bring in oil by rail to fill them, because the rate from Toledo to Montreal 
was advanced from 39t cents to 4(U cents per KM) ixiunds, on October 1, ISIJH; and 
the only notice we had was given to us at half past H in the afternoon ot Septem¬ 
ber :i(), IS!)S.' We brought ill a schooner load of l,.'i00 liarrels to fill our contracts. 
That was about the only barreled oil of any account that came in in that way. 
The Standard are now hriiigiiig in refined oil by water in tank vessels. Tlniy 
have been doing that for the Iasi, ii or 4 months, 
y. (By Mr. CiiMiUR.) Where do they bring that from?—A. I think the Ameri¬ 
can oil is loaded in New Y(.(rk, because it conies ui) the St. Lawrence River. The 
('.■iiiailian they load at Sarnia, and bring it down through Lake Ontario and the 
SI. Lawrence to Montreal. 

l.UBRldATl.NO OIL. 

y. (By Mr. Piiilijps.) Do you handle any lubricating oil in Canada?—A. Yes; 
that is the greater part of our hiisiiiess. We wore forsed to hamlle (he Inliricat- 
iug c >11 almost exclusively, because we could not handle the other after the railways 
began nianipulating the freight rates. 

y. Where do you buy luhricatiiig oil?—A. Nearly altogether from Warren, Pa., 
from the Warren Refining Company and the Corn Planter, 
y. Is there any lubricating oil made in Canada out of the Canadian oil?—A. Yes. 
y. Can you .state the amount?—A. There is quite a lot of luhrieatiug oil made, 
y. Does it make as good a quality as you get from this country?—A. No. Of 
hihricating oil and tar there was made in 1SB8 SOH,',).")' gallons. That is much 
le.ss Ihaii in 18!»(i. In 18!)B, you will notice,it was I,,417,45,I. It has gone back 
nc irly lialf. That. 1 think, is duo to the fact that they find tlie American product 
niindi better than the Canadian; I do not know of any other reason. 

y. Perhaps they are refining more of the Canadian oil on account of the 
tariff?—A. Well. I do not know; the tariff was a little less in 1898 than it was— 
well, in 189(1; it would just depend in 189(1 on what time that stuff’ was bronghtin. 

1 hero was nearly omj-half more used in 1898 of the Aiwei’ieaii than there was 
previous to that time; and there must havi; been a great deal more oil consumed 
in 1898 than there was in 189(1, because it was increasing all the time. There are 
new industries and that kind of thing going on. 

FREIOIIT KATES RAISED BY CANADIAN ROADS, NOT BY AMERICAN. 

(By Mr, Farqurar.) Was there any other reason given at that time for the 
rai.sing of the American freight rates on the roads that were prorating with the 
Cauadian; did they give any business reasons for it?—A. No; the American roads 
did not increase their freight rates; our own Canadian roads did. 

y. On the through bill they added the Canadian tai'iff '?—A. Yes, or they 
increased the tariff so much and made it up to what it is at the present time. The 
rate from Warren to Suspension Bridge is still 81 cents; it was that before and it 


‘ Seo Mr. Westgato, p. 378. 
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i.s but the ratu fruiii Suspension Bridge to Montreal is 35 cents, making a 
through rate of 431. Tlie American roads remain precisely the same as theywere 
before .' 

■SAMPLINU C'OMl>KTlT()R.s' Oil,, AND KNOWING COMPETITORS’ BUSINESS. 

Q. (By Mr. .Ienks.) Have you any further statement that you would like to 
inaKO on any points that have been omitted?—A, When our tank cars come in, 
the Standard Oil Company have a habit of sending their man and opening that 
tank car and taking a sample nut of it to see what it contains. I have known 
tliis for a long time, hut it was only a little while ago that I was aide to bring 
them to time for it. They did it regularly, and I had hard work to catch them. 
Of course we were not wasting all our time standing along, the siding looking 
after our cans, but I got them one day and I called their attention to it and they 
said it was a mistake. I had a letter from our foreman at Mile End (complaining 
of the fact; however, that is no matbu-. They would take a sample down to 
their office and find out .iust what we had and deal with us accordingly. As a 
matter of fact, before I went into this eomiiany. before it was organized, we usi'd 
to buy an occasional car load of American goods. That was before the Standard 
got (.-outrol of the t.'anadian hu.siness. There were some American oils that we 
had to have any way, because theywere b(!tter. And I remember one day that 
the Standard Oil Company's man came into the office, and he gave me the num¬ 
bers of the cars and the number of barrels contained in them and what I paid 
for them. I knew him very well, and he jokingly said. I know all about it;” 
and he wanteil to sell me the stuff. Well, how he knew it I must confess is 
beyond me.'^ 

Q. (By Mr. Smyth.) Do they open your letters?—A. Oh.no. (Laughter.) 

(^. (By Mr. Kennkpy.) Are tlu'se employees and officials of the Standard Oil 
Company Canadians or Americans'?—A. 1 (lo not know; I will give that uj). too. 

y. (By Mr. Smyth.) The opening of your tank cars must he done MUth the 
connivance of the otffiuals'?—A. No. 

Q. {By Mr. Ke.nsedy. ) Do you not know the n.ationality of the Standard people 
in Canada'?—A. Some of them have been brought from h(>re. .and .some of them 
are Irish, and others are Scohdi; but whether they are British subjects or otherwise 

I do not know. 

Q. (By Mr. Smyth.) Do you not think the railroad officials must havi; known 
of these cars being o])('npd and samples being taken from them'?—A. They did, 
hut. like myself, tlu! agent at Mile End. wluu’e my stuff had come in—he knew i(i 
was going on. and he never had been able to catch them. Wluui, however, our man 
found them at it he w(uit and got the agent and brought him out, and showed him 
the man on the track. Corn Planter was written on the car in letters at least 18 
inches long, and h(( never could have made any mistake about the tank; but they 
said it was a mistake. He got on the wrong tank. Of course, that was all right, 
as far as an explanation goes. Then they will persecute a man in every shape, 
manner, and form. They will send a man or men around to watch where you 
are (hdivering oil, and then tlnw will send their salesman right there afterwards, 
and all such kinds of things. ‘ They do anything and everything. There is noth¬ 
ing but what the Standanl trust will do; I (Jo mit care what it is. 

O. (By Mr. Clarke.) You think, then, that they i>racti(;ally run your railro.ads 
and your government'?— A. At the present time I will not say that much about the 
government, because I expect to have these things regulated a little; but they run 
the railways, that is sure. 

(By Sir. Smyth.) How long have yon been in the oil business'?—A. About 

II years. 

Q. How long since the Standard Oil Company has had the control of Canadian 
oil'?—A. Since the latter part of July or the beginning of August of last year. 

(^. (By Mr. Fari^uhar.) Previous to that, were they op(!n competitors there in 
the refining and sale ot oil'?—A. Yes. There were 5 separate refineries, different 
concerns, in active operation at that time, and 4 others that were not active then. 

freight rates again. 

Take the freight on other lines of goods. The Lake Shore tariff. No. 193, in 
April, 1895, shows Hixth-c,laK.s articles, carload iron, 21 j cents per 100pounds from 
Pittsburg to Montreal. In Septemlxir, 1899, the rate is 19j, snowing a decline of 


*Ah to tho Dolicy of tin* Now York (/Ciitral. sco Mr. Wo.stgntfs p. 375, W). 
i'Set* Mr Monn«*tt.i>.31«; Mr pp :ii57, Mr. Em^ry, pp. OU, ttl5; Mr. ArchboM, p. 

573, Mr. Davift, p. iWi 

’See Mr.Clark, Mr. Wpstgate, Mr. Emery, p.629. 
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2 cents per 100 ponndg. I do not know why it went np on oil. I know wliy, l)ut 
thero is 710 reason for it. I offered to gua7'antee thei7i 100 tank cars a year—i:7ade 
the offer in wiiting to the Grand Trniik. The 7'eply was this, dated tlie 5tli of 
Jiiiy, 1899: 

"Freight ralen 011 off.—Reidying to ymir favor of the iiOth nltinio and previous 
ciniversation. I have now had an opportunity of discussing tliis iiiatter witli onr 
general traffic niiinagor and beg to advise you that we are not preinii'ed to make 
any nnnUfictrtions on our present rales for oil. 

"Yours, truly, ,T. W. Louj)," 

They simply will not li.sten to you at all or give you any satisfiiction whiifinsn-. 
These same railroads luive been built hirgely with the people's inoney. The ('iina- 
dian Painfic Railway, for that western cxten.sion through to Winiiipeg and tho 
coast, have got some 20,0(10,1)00 acres of land and about $80,000,000 in money; and 
the land is worth all the way fi-oi7i ,$.1 to .$10 mi acre to-day in Manitoba and the 
Northwest. It gives you some idea of whether that road cost them very much or 
not. 

t^. (By Mr. SMYTir.) You do not think this is altogether political action on the 
piirt of the Ganadian government, influencing the r,ailroads, in the way of retalia¬ 
tion, to keel) o'lt American pi'oducts'/~A, I do not think anything of that kind. 
1 have not any such idea at all, and I do not think anybody else in Canada has. 

y. Yon do lint believe the i-ailroads get .all the freight they charge'!—A. No; I 
do not. I think part of it goes back to the Stamlard Oil Trust; that is my 
o|)inion. 

tj. But you have no proof of that'!—A. 'We have not. Of course there are lots 
of things we have got that I could have given you more infoi'ination about if I 
bail I'ome bi'fore you later; Imt wo liave not proved those tacts yet. We are sure 
enough that we have got information, but it is rather a serious thing to do that 
unless you know you are I'ight. 

0- (By Mr. ti’AitvinrAU.) As far as you know', then, you have to pay practically 
the same freight as the Htandard?—A. The railways say that. 

1,^. .So far as you know, 1 say,—A. Ho far as 1 know, 

('ANAIIIAN KAIl.ROAl) LAW—POWERS OE TUK KAll.W'AY COMMITTEE. 

(By Mr. Hmvtii.) Is there any law in Canada against i'ebate.s by I'ailroads'!— 
A. Wi'll, yes: I do not kiiow what it is. but they have law’s go\-erning tliese 
Ibings; but tin trouble is thei’e, as it is elsewhei’e. it is pretty hard to handle 
tliese things and enforce them, 'ifon just fancy a concern of no nioi'C magnitude 
tlian our ow'ii tackling the Grand Trunk and the Canadian Pacific on questions 
of that kind! 

tj. (By Mr. Fakql'IIar.) You spoke of the I’ailway committee. Do you know 
what scope and pow'er that committee has'!—A. Well, they have, as near as I 
know, control of all such matters a.s freight I’ates, crossings of railways, and pas¬ 
senger rates, and in fact anything of that nature that concerns the general iiublic 
and the I'aihvays. 

Are their findings and judgments final'!—A. No; I think it is merely a coui't 
of inquii'y. 

tj. Investigation'!—A. Yes, and tiiey can order th(‘ raihvay to do so and so; but 
I do not for a moment think that if w’e prove all that we have said, the Canadi.an 
P.acific Railway or the Grand Trunk either will obey that decision. We should 
have to go to W'ork then. I suppose, to have it enforci'il, whicli w'ould mean a long 
time, and be of practically no use to us at that time when we got it. 

V. (By Mr. Pllll.i.lPS). Enforce it thi-ough the courts, you meari'!—A. Yes. we 
.should have to begin a civil action against them on the strengt h of the findings of 
the railway committee, becausel do not think they would pay any attention to the 
railway committee. 

COMHINATIONS FEW AND SMAI.L IN 0 AN ADA—SENTIM ENT AOAINST THEM. 

Q. (By Mr. Kennedy.) Is there any sentiment in Canada against these large 
industrial combinations'!—A. There is. and the Globe newspaper, which is supposed 
to be the official organ of tho present administration, has been hammering away 
at industrial combinations, pai’ticulaidy the Standard Oil Trust. 

Q. Have yon industrial combinations in Canada sunilar to those in this country 
and England?—A. Oh, we have not anything of any account. The oil business is 
a kind of a monopoly, and so is tho sugar business; but that is due to the duty, 
and so on. There are a few of what we might call monopolies or trusts, but they 
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aro very insignificant and small. They do not amount to anjfthing ontsido of the 
oil hnsiness. It is something new to our i)eople there, that kind of thing, and we 
have to thank the Standard Oil Company for introducing it. 

Q. Aro th(! people disposed to .seek redress through legi.slation?—A. I think that 
if the pre.s(uit government do not alter things in some way so that the people will 
not he at the mercy of these trusts, or the oil trust in particular—well, I think that 
that will he one means of <iefeating them at the next election. That i.s about the 
only thing that is spoken of; this freight discrimination and the duty on oil and 
hinder twine and a few things like that. I might .say that the present govinai- 
ment .said that if it was shown that there was any inclination to a trust, in any 
manm^r whatsoever, they would immediately remove the duty on the articles com¬ 
plained of. They committed themselves in that way; so I made a declaration to 
the effect that there was a comhination in the oil business, and it was read liefori! 
tile Hou.se at its last session. They were going to consider it, and I suppose tliey 
are considering it yet. There was nothing done about it. This is the declaration 
that I made; 

Canad.v. Provinck or Quebec, District op Montrkai,. 

I. Andrew Downie Gall, of the city of Montreal.in the Province of Quehcc.oil 
merchant, do solemnly declare that'I am extensively engaged in the whoh'.sale 
trade of coal oil, hurning oil. and other oils in the Dominion of Canada; that all 
the petroleum oil refineries in Canada, at the present time, are under the contrid 
of the Standard Oil Company or Standard Oil Trust through the said comiiany 
having iicquired some outright and a controlling interest in others; that siiu'e 
acipiiring the said refineries in Canada the Standard (til Company, which is 
operating in Canada under the style of the Imiierial Oil Company, Limited, lias 
closed up some refineries, demolished others, am! is operating only such as it sees 
fit; that no petroleum oil from Canadian refineries can lie obtained to-day unless 
it is procured from or through the Standard Oil Company or the Imperial ()il 
Comiiany, Limited, directly or indirectly; that it is (piitc apparent, and investi¬ 
gation will establish beyond doubt, that the said Stamhii-d Oil Comp,i.uy or the 
Imperial Oil Company, Limited, has so acipiired and controls .said refineries for 
the purpose of forming, and they have thereby formed, a trust or combination to 
unduly enhance the price of such oil and to unduly promote the advantage of the 
said company at the expense of the consumers; that the firm of which I iim a 
member, and other firms engaged in the oil business, are compelled to buy in the 
United States and import therefrom our supplies of oil to supply our customers 
and the trade. 

And I make this solemn declaration conscientiously, believing it to be trui; and 
knowing that it is of the same force and effect as if made under oath and by virtue 
of "The Canada Evidence Act, 1893.” 

A. D. Gai.i.. 

Declared before me at the said city of Montreal this Slst day of March, A. D. 
1.S99. 

[seal.] B’ a.. Dunton. Xnliiry Ptdilic.. 

Testimony closed. 

Whereupon, at 3..'i.') p. m. the commission adjourned until to-morrow morning 
at 10 o'clock. 


Wasiiinoton, D. C., AVu'cittbcr //. iscn. 

TESTIMONY OF GEORGE RICE, 

Indi'jicvdent oil prodiiar, Mariettii, Ohio. 

The commission met at Il.t.'i a.m.,Senator Kyle presiding. At 11.!.") ;i. m. Mr. 
Gkoroe Rice was introduced as a witness, and, being duly sworn, testified as 
follows; 

Q. (^By Mr. jENKs. ) Will you give us your full name and address'!—A, (feorge 
Rice. Marietta, Ohio. , „ , 

Q. What is your business'!—A. I am a moderate prmlrtcer of oil at the present 
time. 
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PAMl'HLET PKKPAREU IIV I'HK WITNESS. 

Q. (By Mr. Clarke.) Have you prepareil, printed, copyrighted, and pnlili.slieil 
a ])auiiiMet wiiicli purixirta to he testimony given, or to lie given, liefore this com- 
ini.ssion?—A. I have. 

Q. Were you under oath when it was prepared?—A. No,sir. 

y. Was it known to any officer of thi.s coiuniission that sucli a pamphlet wms 
being prepared?—A. Ye.s; I notified Professor Jeidis. and also the secretary, that 
I was getting uj) my testimony to he put in pamplilet shajie: and I was al.so 
directed to send 3 copies here 3 days before tlie time I should ajipear, whiidi I did. 

Q. Were any (piestious asked of you or answered by you, in the ])re])aration of 
this pamphlet, by members of the commission?-“A. No. air. Not any of the 
members that I know of asked me anything in regard to the preparation of it. 

Q. Was any schedule of questions sent you?—A. No; nothing of the kind. 

Q. Do you claim any right, then, to issue that ])amphlet as in any sen.sc author¬ 
ized by this commission?—A. No, sir; I do not (daim that they have authorized 
me iniany shape or manner to issue this pamphlet. I have published it and copy¬ 
righted it on my own responsibility. 

CJ. Did any member of the commission know or h.ave any notice of the contents, 
or proposed coutents, of that pamiihlet before you printed and published it?—A. 
Not that i know of; no, sir. 

Q. You do not claim, therefore, that you have any right to in any way authen¬ 
ticate that by the use of the name of this commission?—A. No, sir; I do not idaim 
any authority from the <;ommission for the use of it. 

Q. That is all.—A. i have not bemi authorized in any mania r,shape,or form. 

Q. (By Mr. Jenks. ) T understand that you have a statement that youareiire- 
parcd to make of your ow'U accord in reterence to the business of the Standatal (Id 
Compiiny. You may make that in your own way, .sub.icct to sucli interruptions 
as the commission may think desirable. 

Thc! WlTNEtw. My testimony, in the main.is in pamphlet form and I will pro¬ 
ceed to read from it. Piige No.3. (the witness read as bdlows): 

•' I am a idtizen of the United States, horn in the State of Vermont. Produce]’ 
ofpcitrolenm for more than 30 years, and a refiiuT of .same for 30 years, but my 
retinery has been shut down dui’ing the jiast 3 yeais, owing to the powerful atid 
idl-prevailing macbiiiiitions (d' the Standard Oil Trust, in iriminal colbision and 
con.spii’acy with the r.ailrojids to destroy my bit.siness of 30 yciii’S of patient indus¬ 
try, toil, and money in building u]), wholly by and through ludiiwfnl freight dis¬ 
criminations. 1 have been driven from jiillar to isist. from one railway line to 
anothei’, for 30 years, in the alrsolutely vain enileavor to get e(inal and just fn.’ight 
rates with the Standard Oil Trust, sons to be able to rnn my refinery tit anything 
approiK liitig !i lU’ofit, but whidi I have been utterly unabli' to ilo. I have Imd to 
conseijuently shut down, with my business abs(.)httely rttini'd and my refinery 
idle. This has been a very s;id, bitter, and ruinotts e.vperieiK’i' for nu! to endure, 
but I hiive endeavored to the best of my circumstances and ability to combat it 
the utmost I could for many a long waititig yi’ar, expecting relief through the 
honest and proper exetaition of our laws, which have as yet, however, never (!ome. 
But I am sttll living in hopes, though I may die in despair.” 

The wil.ne.ss offered, as e.xhibit, the following; 

••MAONITUDF. OF THE PF.TROLKtJM I.NDUSTRY. 

The magnitude of the petroleum industry of this country may bo inferri il by 
its being first in manufacture and fourth in value of our e.xports. 

" Its total production in the United States for 40 years—1850, when discover! d, 
to 181)8, inclttsive—pi!r (Jovernment report, is 888.443,750 barrels of 42 gallons ciich. 
Thi're was produced in the past ,5 years—1804to 1808, inclusive—379,120,407 barrels 
(aliout otie-third of total), or an average of .5.5,835,803 barrels per annum, 1,53.047 
barrels pi;r day, inclusive of Sundays. The total average annual exports of values 
piist 3 year.s—1,807-08—was 090,380,183 gallons, valued at $55,804,207. Total valtie 
of exports. 1884 to 1898, inclmsive, .$1.445.041,158. 

“ The combined wealth of the railroads and trusts aro jointly owned and used 
by railway and trust officials to absolutely control the internal commerce of this 
grca,t nation and absorb unto themselves for their own private gain the immense 
profits to arise from off all producing intere.sts and manufactured prmlucts by 
higher rates of freight through unlawful rebates or freight discriminations, to be 
in<!r(iased as they see fit, through compulsory railway tariff exactions, underhand 
secret tribute and demands, that must absolutely be complied ■with if shipments 
are made.” 
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There will Ik; several exhibits in eonnectioji with that which 1 have just pre¬ 
sented. 

Witness inidndes exhibits as follows; 

■■ .STA.NDAIil) on. TRUST OFB'IO[.-VT,S I'RESIDKNTS .AND DIRECTORS IN ONE-PIFTH 
TOT.VI. RAII.WAY .MILKAdE OB' THE UNITED STATES. 

" I shall be able to fully prove to this commission a living and jirominent exam¬ 
ple thereof, as embodied in the Standard (lil Trust, which has thus achieved i!s 
groat wealth and power by dishom'st and m'iininal inetnod.s in the unlawful use 
of our pulilic highways, and through this means have become the largest owners 
in railway bonds and stochs; and to-ilay its officials are presidents and directors 
in one-fifth of the total railway mileiige of the United Statea.>all accomplished 
since 1873. This state of affiiirs is absolutely startling to contemplate—appalling, 
indeed, and as monstrous as it is infamous. This could not have been done exia'pt 
t hrough one source, the railroads, whose officials have criminally (snispired with 
Standard Oil officials for tlu; past 37 years to give them their great power and 
unlawful, ill-gotten wealth. 

In 1887 the interstate commerce act was pas.sed to stop those criminal (’on- 
spiracies. Imt with 13 years' trial it has proved absolutely abortive. 

"RAII.WAV FKEimiT DISCRIMIN.XTIO.V IS THE FATHER AND RRKEDKR OF TRUSTS. 

"I understand Mr. Ilavium^yer says that ‘the tariff is tin; mother of trusts,' 
while I assert that railway freight discriminations is the fathe'r (if tlnmi. the breeder 
of trusts, from which flu; greatest commercial evil of the presimt day arises. 
Although the tariff has its material effect, it is in no wise coimiK'nsnrate with 
the friglitful freight discriminations; ])rominent exam]de. The Standard Oil 
Trust. 

•• Under the tariff it is not questioned but that everyoiu' i);iys the same duty, 
which is not the case in the iiayment of r;ril way freights, for all competitors of 
the trusts must pay th<' enforced full t;irift' rates, jointly made by trust and r;iil 
officials, whih; trust freights are (Tirrii'd for nothing, one-fourth and one-h;df of 
the regular established rat<;s, as is easily proved in the case of the Standard Oil 
Trust. There is no ipiestion in my mind but all recent formation of trusts and 
combinations, and in which Stamhird officials are largely interested, are b;is<‘d 
upon and permeated with the same general ydans, and investors therein priv;itely 
advised that necessarily great ailvantages will iu;crue and larger dividends be 
(leclari'd on watered stocks through freight discriminations in the cnncentr;ition 
of freight. 

"The Standard Oil Trust was the first industrial trust orgiinized in this coun¬ 
try. the originator ;ind f;ither of them all, from whiidi all the rest have been 
bred. It is diri'ctly responsible for the formation of many snbseciuent trusts, 
because at an ('arly date it lent its aid and support in tht! organization of other 
trusts, receiving therefrom largo sums of money,to the (extent of .'ji'l.'iO.OOO fi'om 
some of tliem (Cotton Seed (dil trust) for a copy of the secret unlaxvful trust 
agi-eenn'iit,' decidisl illegal by two States (Ohio and New Yorkl.cmiseipiently ;ill 
subsequent acts and resolutions changing into corporate form, etc., aro regarded 
illegal. 

"MAONITUDE OF THE STANDARD OIL TRUST. 

‘ ■ The magnitude of the Standard Oil monopoly, as consummated and centered in 
the Standard Oil Trust, will be seen from the last enforced imblic utterance, in 
February, IHllS.in which they really do admit having at least 30 eoiqiorations in 
the trust, capitalized at 8103.338,700. of whi(;h ihpe-lino companies repri'.sent over 
one-half—.S.")3.4.-).-).300.* In 1888 they reported itOcorporationsintbetrust, capitalized 
at 847,830,300, or less than one-half of tho combined 30, and .83,000,000 less than the 
present (;apitalization of the pipe-line companies. 

‘ ‘At the market price in May of 500, on iiar of 100, represents a valuation of (>ver 
half a billion of dollars. 

“SINCE THEIE PRETENSE OF A mSHOLUTION. MARCH, 1892, THE STANDARD OIL 
TRUST HA.S I>AID OUT IN DIVIDENDS $17(I,7;I0,271). 

“ For the first 10 years of the Standard Oil Trust—1882 to 1892—it paid out in 
dividends more than double its entire capitalization in 1888. Since their pretense 
of a dissolution. Maridi 31, 1892, and including September dividends, 1899, they 


* Hoe Mr. Pago, p. 7'8(. Hoo Mr. Monnett, p. .'101. 
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have paid 30 (piarterly dividends of :i per cent, or ftl) per cent, and paid 77 per cent 
in specials (none paid previous to December, 1805), or a total of 1(17 per cent, and 
on a capitalization of only $103,333,700 amounts to tho sum of $170.730,370.' 

“There could have been paid much larger dividends if net earnings had not been 
and were not now being used in the purchase of large blocks of producing proper¬ 
ties, paid for out of surplus earuings to tho extent of many millions of dollars. 
While this tnist accumulated these immense dividends and extra surplus earn¬ 
ings, there is not an independent refinery in the country which can even pay a 
mnall dividend. No new refineries have been built for several years, owing to 
1 hi.H monstrous condition of affairs, and no material additions made to the old ones. 
The independent refiner is simply struggling for an existence, in tho hope that an 
overruling Providence may yet come to the rescue. 

“The Standard Oil Tntst now owns nine-tenths of all tho local gathering pipe 
lines in tho oil-producing regions, consecjuently purchases flO ])er cent of rfl the 
crude oil produced, and thus absolutely makes the market price for this great 
product, dhitating to the producer tho price he shall take for his oil and to the 
consumer what he sh.all pay for tho products thereof, and take whatever quality 
of oil they choo,se to give. This monopoly goviums and controls production by its 
nccivssities. increa.sing the price when more oil is needed and reducing it whenless 
oil is vecjuired, so that greater percentage of profits may accrue with less capital 
usi'il between the lowest-priced crude possible and the highest price for the refined 
and not materially restrict consumption. 

■■The Standard Oil Trust dictates to the railway lines the compulsory tariff 
rates on petroleum its competitors must pay, while its own is carried at nominal 
figures, as was fully proven in my o'wn experience when in business. 

■ isrs ATTACK BY THE TRUNK LINES OF RAILWAY ON THE PETROLEUM INHUS- 
TRY, BY WinCH THE STANDARD OIL MONOPOI.Y WAS CREATED, AND WHICH 
I'AU.SED THE FORMATION OF THE STANDARD OIL TRUST, UNDER AND BY 
VIRTUE OP SEVERAL CONTRACTS MADE BY THESE ROADS WITH THE SOUTH 
IMPROVEMENT COMPANY, WHICH GAVE TO THEM THE MONOPOLY OF THIS 
IIREAT INDUSTRY THROUGH RAILROAD REBATES OB FREIGHT DISCRIMINA¬ 
TIONS. COMPLETE CONTRACT. 

■■ Tlie origin of tbe Standard Oil Trust was the Standard Oil Company of Ohio, 
which was oi’ganized .lanuary 10,1870, with a caiutalization of ,$1,000,000,’increased 
to .$3..500,000 March 13.1875, at which it now stand.s. .Tannary 3,1873, wa.s the 
advent of the Standard Oil monopoly, by the directorsof tho Standard Oil tlompany 
of Ohio organizing a iictitious corporation called the ‘ South Improvement Com¬ 
pany,’ witli a nominal capital of $300,000, whose sole aim and oh,iect was to make 
secret rebate contracts with tlie railroads, as subseipiently will he shown, and 
was e.xpos(‘d in 1870 liy t.he Hepburn investigating committee, of Hew York; and 
fortunate it was that these contracts happen to bo in writing and are now upon 
tho records to condemn tlie makers of them from time to eternity. Tlio Standard 
Oil Comiiany received tlie grossest discriminations in the form of rebates, not 
only upon its own shipments, but also a like amount on tho shipments of its com¬ 
petitors.'- These rebates ranged from 40 cents to $l.0(> per barrel on crude petro¬ 
leum and from •50 cents to $1.33 jier barrel on refined. ‘ 

'■JANUARY I, 1873, THE STANDARD OIL COMPANY ONLY HAD .5 PER CENT OP THE 
PETROLEUM INDUSTRY AND IT.S COMPETITOn.S !« PER CENT, WHILE IN 1879 
THIS WAS RE'VERSEU. 

“At this early date in the oil business its competitors had 95 percent of tho 
pefrolenm industry, while the Standard Oil Company had less tlian 5 jier cent, so 
that the Standard Oil Company received 19 times more rebates per barrel from 
off tho shipments of its competitors than it did from off its own shipments. 

■■ Henry M. Flagler, secretary of the Standard Oil Trust, testified, in April, 1888, 
before a Congressional committee-' (page 388) that in 1870-71, just prior to tlie 
making of these unlawful rebate contracts—January 18.1872—the refining capacity 
of tho Standard Oil Company was (iOO barrels a day. Tho average annum produc¬ 
tion of petroleum in the years 1870-71, per Government report, was 5,233,989 
barrels, or an average of 14,336 barrels a day, showing conclusively by the testi¬ 
mony of ono of tho highest of Standard officials that the Standard Oil Company 
had control of less than 5 per cent of this great industry just iirevious to the sign¬ 
ing of these nefarious contracts. 


' Seo Mr. Moimett, p, :iOS. 

■'8eo Mr. Ar(!l)lM>lil, p. 979. 

“800 th(' 8 onth bnprovoinont I’nmpiiny rontruot, p. 813. Soo ulso -Mr. ArchboUl. pp. ;H0, .ViJ; 
Mr. Rioo, t>. 993, bottom. 

'Seo Fiftiolli CongroHH, Jlrnt Mc^sHion, Houmo Reports, vol. 9. Hoc. p. ow of the jjrosi'iit volume. 
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“HENRY M. FLAOLER, SECRETARY’ OP THE STANDARD Oil. TRUST, TESTIFIES THAT 
WILLIAM O. WARDEN, AN ORIGINAL TRUSTEE OF THE STANDARD OIL TRUST, 
AND THE LOGANS ‘ WERE THE GREAT LEADERS IN THE SOUTH IMPROVEMENT 
POLICY. ’ 

“ Mr. Flagler further testifies (pages 289,290) that William G. Warden and the 
Logans, who were directors with him in the South Improvement Company, ‘ were 
the great leaders in the South Improvement policy’ and in the next breath denies 
it by saying tliat Payne and himself, ' or anyone connected with the Standard 
Oil Company, had any confidence in or regard for the scheme known as the South 
Improvement Company,’ and that ‘ the company never did a dollar’s worth of bnsi - 
ness and never had any existence other than its corporate exi.stence,’ while Wil¬ 
liam G. Warden, its secretary, testifies, on March 80,1872, befori' a Congressional 
committee, that its pui-pose was to refine oil and get ‘ all the iwfineries in the 
country into the company; ’ also gives the names of its 13 directors, as follows: 

“ • Q. Where did that company intend to refine oil?—A. Their calculation was 
to got all the refineries in the country into the company. 

“'Q. Was it the design of the stockhohlers to include all the oil refineries in 
this country?—A. Yes, .sir; every one of them. 

“'Q. Can you give us a list of the stockholders in the South Improvement 
Company?—A. I can give you them from the minutes. They are as follows: 

Shuri's. 
180 
180 
180 
I8(» 
475 
180 


100 
475 
10 
10 
10 
10 
10 

0;'iginal i.ssue (par value, $100)____. 2,000 

** The original Irustees of fhe tru.st, as above shown, held 1,375 of the 2.000 shares, 
or 70 per cent of its caiiitalization, while the balance of the shares were held by 
the officials of the Standard Oil Company. 

“This proves absolutely and conclusively that o.stensibly the South Improve¬ 
ment Company was to (smtrol all the refineries in the country, but in reality its 
only official purjio.se was to make rebate contracts with the railroads. 

“THESE GROSS REBATE CONTRACTS WERE APPROVED BY THE BOARD OP DIRECTORS 

OF THE SOUTH IMPROVEMENT COMP.VNY’, COMPOSED WHOLLY OF THE OFFICIALS 

OF THE STANDARD OIL COMPANY, 

“ Peter H. Watson, its president, testified, on April 5,1872, before a Congressional 
committee,' as follows (page (17, Rise and Fall of the South Imiirovement Comi>any); 

“ • (j. Was there .any ratification by the company of your contracts with the 
railroad companies in its formal caiiacity?—A. Yes, .sir. They were apjiroved by 
the board of directors, as appears in the minutes, and as I am informed, it having 
been done in a meeting at which I was not present.’ 

'• This conclusively establishes the fact, by the testimony of the president of the 
company, that the above 13 directors of the South Improvement Company approved 
of these iniquitous contracts by a resolution of its own board of directors, as 
against the oft-repeated denials of .some of these men that they were not in said 
company or had anything to do with these unpalatable and unsavory contracts; 
but this clear and indisputable evidence places the respoiusibility of the inaugura¬ 
tion of this villainous and most infamous sclieme where it proiierly belongs—with 
Standard Oil officials. 

•'.lohn D. Rixikefeller, president of the Standard Oil Trust.onFebruary 27,1888, 
testified, before a legislative committee of New York State, relative to trusts (l age 
419) that he was not in it, but Warden above and Flagler below say that ho was. 


■Seopp. (il8,0«7.(j88. 


.lohn D. Rockefeller..... 

William Rockefeller.. __ _ 

H. M. Flagler____ 

. A. Bostwick ___ ______ 

W. G. Warden........ . 

O. II. Payne (treasurer).. .. 

“ Above were original trustees of the Standard Oil trust (1882). 

P. II. Watson... . 

0. F. Waring. .. .. - 

Richard S. Waring .... , 

Charles Lockhart__ . - 

William Frew... ... 

John P. Logan ... 

W. P. Logan..... 
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‘“Hail there been, jirevioiia to th-at, a trust company called the South 
Improvement Company?—A. No, sir. 

“ ■ Q. There was snch a company?—A. 1 have heard of anch a company. 

“ ' Q. Were yoti not in it?—A. I was not.’ 

“ H. M. Flagler, secretary of Standard Oil Trust, 3 months later, April 87,1888, 
te.atifiea before tlie Manufacturers' Committee of Congi'cas (p. 38!)): 

“ ‘ Q. Do you reniomhcr what was called the South Improvement Company?— 
A. Yea, .air. 

‘ Q. Wo have had in evidence hero somi' facts relating to it. Who composed 
that company?—A. I can not recall the uameaof all the gentlemen who were sup- 
posi’d to he inteveated in it. 

“ ■ Q. Tellua to the best of your knowledge.—A. The South Improvement Com¬ 
pany was a matter hronght to Mr. Rockefeller's and my attention perhaps 1! 
months beforii it was known iiubliely. Perhaiis I shall ramble if I undertake to 
tell you all about it. 

“ • (^. Precisi'ly wh.at I want to know is the names of all whom you knew to bo 
connected with it.—A. William G. Warden. Charles Lockhart, Willi.am P. Logan, 
John Logan, J. I). Koclcefeller, William Rockefidler, O, H. I’ayne, and myself, 
are the only names I recall.’ 

•' Mr. Sclieide, a former prominent official of the Slandard Oil Monopoly, testi¬ 
fied before till* Hepburn Committee (p. 3T<ifi), as follows: 

" ‘ Q. Was the Standard Oil Company and the South Improvement Company 
the same at that time?—A. The Standard Oil (lompany was part of the South 
Improvement Company. 

■ Q. The South Improvement ('ompany at that time was the larger, compre¬ 
hending Ihe Standard Oil Company?—A. Yes,.sir: it comiirchended the Standard 
Oil ('ompany and a dozen other different firms in Pittsburg .and Cleveland.’ 

These nio.st extraordinary contracts were the sole cause of tho creation of the 
Standard Oil Monopoly, and the subsequent formal ion of tho Standard Oil Tru.st, 
and the inauguration of subsequent trusts. 

••These contracts were signed by the trunk lines of road and Peter H. Watson, 
representing the Standard t)il Company, within Iti days after the organization of 
the South Improvement Conqiany. 

•• It is a significant feet to note that Peter H. Watson, who .signed these con¬ 
tracts on bclialf of the Standard Oil Company, .lanuary 18. 1873, ii few months 
later, .Tilly !l. 1.873, was elected to the otiice of president of the Erie Railway Com- 
jiany, one of the trunk lini's of this combine, and continued in office for the period 
of 3 years, until -Inly 14. 1874. 

••It is also a further mo.st significant fact, to note, that at the time these con¬ 
tracts were .signed by the officers of these trunk lines of railway, they were cog¬ 
nizant. of the fact they were dealing with a mythical organization, which did not 
even own a refinery, nor was it in posse.saion of a .single oil well. 

•‘ It is difficult to conceive of a more malicious scheme to throttle comiietition, 
under the forms of law, and, if permitted to continue, sooner or later sounds the 
knell of liberty. 

•• BKIKF nXTK.VOTS FROM THE FltKIUIIT lIONTIt.VCTS.' 

•• ‘ To jiay and allow to the party hereto of the fir.st iiart, on all petroleum and 
its pi-oducts, tvamsportation for it over the r.ailroads of the party of the second 
part and its connections, the following rebates, and on all transpoi^ted for other 
parties, drawbacks of like amounts as the rebates from the gross rates, the same 
to be deducted and retained by the party hereto of the first part (St.andard Oil 
Company),* for its ownu.se, from the amounts of freights, payable to the party of 
the second part.' 

•• ‘And it is hereby further covenanted and agreed by and between the irirties 
hereto, that the party hereto of the second part (Pennsylvania Railroaii Com¬ 
pany) shall at all times cooperate, as far as it legally may. -with the party hereto 
of the first part (Standard Oil Company),'* to maintain the business of the party 
hereto of the first (lart against loss or injury by competition, to the end that the 
party hereto of the first part may keei) up a remunerative, and so a full and 
regular business, and to tliat end shall lower or raise the gross rates of transpor¬ 
tation over it.s railroads and connections, as far as it legally may, for such times 
and to such extent ns may be necessary to overcome such competition. The rebates 
and drawbacks to the party of tho first part to be varied pari pa.tsu with the 
gross rates.’ 

“ ‘ The party hereto of the first part (South Improvement Company)'* from time 
totimeshall notify the p irty of tlm second p'lrt, in writing, of the change required, 

* Soo pp. liUMUli for tho rnoat iiiqKirtant parts of tho South Improvoinent l.'ompany contract. 

I Tho words lii parenthosta aro commont hy Mr. Kico. 
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whcrcnpon tho party hereto of the second part (Pennsylvania Railroad Company)' 
siiall fortliwitli make a correspondinK change of such gross rates.’ 

■‘■It is fnrthm-nnitnally agreed by and between ttie parties hereto that this 
agreement shall continue and remain in force for the ireriod of not less than 
years; and shall not then nor thereafter terminate until one of the parties shall 
have given 12 months’ written notice to terminate it.’ 

“ ‘ South Improvenrent Comirany, party of the first part, by Peter H. Watson, 
president (president of Erie Railway Company lS'2 to 1874).' 

• Parties of the second part: 

“ • Pennsylvania Railroad Company, J. Edgar Thomson, president, and for the 
Penn,sylvania Company. Philadelphia and Erie Railway Company, Northern Cen¬ 
tral Railway, Allegheny Valley Railro.ad. Camden and Amboy Railway. 

“ • The New York Central and Hudson River Railroad Compajiy, William H. 
Vanderbilt, vice-president, and for the Lake Shore and Michigan'Southern Rail¬ 
way Company. 

" ■ Erie Railway Company, Jay Gould, president, and for the Atlantic and Great 
Western Railroad Comrany.’ 

“ (Original contract, Paiujdilet B, p. 7, George Rice.) 

“ Frank Rockefeller, brother of John D., on .Tilly 7, 1870. testified before a Con- 
gressiouiil cominittet^ against his brother (per following extracts), and fully con¬ 
firmed the results of the disastrous effects of the above contracts by saying that 
John D. Rockefeller and Henry M. Flagler told him, ' If youilon't sell yourproij- 
erty to us it will be valueless, because we have got advantages with the railroads' 
(tactics of .lack Sheppard, Claude Duval); 

" ‘ Do you knowhow many refiners there were in Pittslmrg prior to this 
alleged combination'^—A. I have been told there were 00 and odd refineries. 

“ ■ Q. How many are there now?—A. I was told by the .same parties that there, 
were now less than 20, and very few doing any busine.ss. 

‘ Q. (By Mr. Reuan.) What is the cause of that reduction in the number of 
refiners?—A. I suppose the main cause has been the fact that they could not nnike 
money. I have understood that the s;inie lever was brought to bear upon tliem 
as upon the Clevehind refiners. We had in Clevel.and at one time about JO est;ib- 
lishments, but the South Improvement was formed :md the Clevehind companies 
were told that if they didn’t sell their property to them it would be valueless: 
that there was a combination of railroad and oil men: that they would buy all 
they could, and that :ill they didn't buy would be totally valueless, because they 
would bo unable to compete with the South Improvement Company, and the 
result was that out of the JO there were only 4 or that didn’t sell. 

" ■ Q. From whom was that information received'?—A. From the officers of the 
Standard Oil Company. They made no bones about it at all. They said, "If you 
don't sell your property to us it will be valueless, because we have p)t advantages 
with the railroads, ’ 

■• ‘ Q. Give the names?—A. J. D. Rockefeller, H. M. Flagler, and O. H. Payne. 
‘“Q. (By Mr. Ross.) Mr. Payne is the son of the member of Congress of that 
name?—A. Yes, sir. 

“ ■ Q. Have you heai-d those gentlemen say what you have stated?—A. I have 
heard Rockefeller and Flagler say so. Other parties have told me that Payne has 
used the .same argument with them. 

••' Q. What other p.arties?—A. I won't ppvo you the names now. There are 
some 20 men in Cleveland who sold out under the fright, and almost any of them 
will tell you that story. 

‘ Q. Give us the names of some of those that sold out?—A. J. W. F.aucett, of 
Cleveland; W. C. Scofield, Joseph Stanley, John Chritchely. Those are .some of 
them.’ 

"I also refer to the testimony of John Ale.xandor. W. H. Doane, Charles I. 
Morehouse, and Isaac L. Hewitt, who sold out one-third to one-half of tlie cost of 
their refineries (B. 18-10). 

‘■PHEKIIIT KATES DOUBLED WITHIN SO DAYS AFTER SIGNING OF THESE CON- 

tra(;t.s in order that the rebates might not be ho disproportionate 

TO THE tariff OONTRAOT RATE. 

“On February 2(1, 1872, 89 days after tlu'se ini(|uitoua contracts were made, 
freight rates on iietroleum were doubled, and on oil only (South Improvement 
pamphlet, p. 5), by which these most e.vtraordinary of rebates would not seem so 
disproportionate to the tariff rates. 

•• In this connection it might be well to state that the charter of the South 
' The wonts ill parenthesis are coninieiit hy Mr. Rice. 
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Improvement Company was repealed by the leppslatnro of I’eimsylvania, under 
the intense ox<dtement and universal indignation aroused against it throughout the 
oil regions from producers, refiners, and shippers of oil. 

“ On March ii.f, 1873, the same lines of railway, under threats of destruction of 
their inoperties, entered into an agreement with the independent refiners and 
producers of oil to give them equal rates and facilities as enjoyed by the Standard 
Oil Company, as follows: > 

“ • That all arrangements for the transportation of oil after this date shall be 
upon a basis of perfect e(iuality to all shippers, producers, and refiners, and that 
no rebates, drawbacks, or other arrangements of any character shall be made or 
allowed that will gi ve any i)arty the .slightest difference in rates or discrimination 
of any character whatever. * * ♦ * 

‘“And said rates shall not be liable to any change, either for increa.se or 
decrease, without fir.st giving to William Hasson, ju-esident of the producers’ 
union at Oil City, at lea.st 90 days' notice in writing of such contemplated change. 

" ‘ In the distribution of cars for shipments it shall be done without discrimi¬ 
nation. 

“ ‘ On the basis as hereinbefore stated, the parties respectively agree to carry 
out the arrangements in good faith and work for the mutual interests of eacii 
other. 

In witness whereof the parties have hereunto affi.ved their signatures, this 
S.'ith day of March, A. D. 1873, 

" ‘ For the Lake Shore and Michigan Southern Railroad Company, II. F. Clark, 
president. 

“ ‘ For the Erie Railroad Company, O. H. P. Arch<‘r, vice-president, 

“ ‘ Foi- the New York Central and Hudson River Railroad Company, Win. H. 
Vanderbilt, vice-jiresident. 

“ ‘ For the Atlantic and Great Western Railroad Company, George B. McClel¬ 
lan, president. 

“ ‘ For the Pennsylvania Railroad Company. Thomas A. Scott, vice-president.’ 

“ It is im))ortant to note the fact that the above hO-day notice was never given 
in order that competitive shippers would understand that said agreement was 
lionestly kept in full force and effect. 

••Simon Sterne, counsel for the Hepburn committee, say.s that ‘ after the South 
Improvement Company was broken U]) those same terms and rebates were, with¬ 
out any open contract, subslantially continued to the Standard Oil people.’ 

■•George R. Blanchard, then second vice-presideni of the Erie Railway Com¬ 
pany, on October 17, 1879, testified before the Hepliurn committee ■that this 
agreeineut, although fully considered and agreed upon, lasted less than two 
weeks."' So that necessarily the same contract transportation rates and rebates 
continued indefinitely. 


■TRITSTKES Oh’ THE STANDARD OIL TRUST TESTIFY IN ISTO THAT THEY CON- 
TKOLI.ED !« PER DENT OF THE OIL INDUSTRY, WHERE 7 YEARS PREVIOUSLY 
THEY ONLY CONTROLLED .I PEE CENT. 


•‘ In October, 1879, Henry H. Rogers, present trustee (p. 301,5), and J. A. Bost- 
wick. a former trustee (p. 3090). testified before the Hepburn committee of New 
"Tork that the Standard Oil Company at this early date controlled 9,5 jier cent of 
the entire oil industry of tbi; United States,“ when jn.st previous to the making 
of these rebate contracts the Standard Oil Company only had .5 per cent of it, 
having acciuired, by dishonest and unlawful means, within the brief space of 7 
years90 per cent more of this great industry, transforming and completely I’hang- 
ing owner.shi]) from the hands of the many into the hands of a minor few, 
whcdly through the connivance and conspiracy combination and acts of Standard 
and railroad officials. 

•■Moreover, while the St.andard wa.s thus building up its monopoly the rail¬ 
roads were at the same time destroying the value of their own properties, and 
the niinpayment of dividends and appointment of receivers in many instances 
were due to these unwise, illogical, and dishonest practices. 

“ The effect of these contracts was to carry Standard oil free and pay it a large 
bonus besides. Railroad freights were douliled that greater rebates might fol¬ 
low. while the consumer of petroleum became the victim, and was forced to pay, 
indirectly, untold millions of rebates in higher-priced oil and of a poorer ipiality 


' Cf. ^640. 

J context, is quoted on p. 642, footnote. 

See the text of Mr. Buifers's and Mr. Bostwick’s tostimony, pp. 646,647, footnote. 
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throiij^h railwiiy tavi if cxartioii'j for ilio solo laaiijiRof a few uiisr'vupulous rail 
and trust officials jointly ini crested. 

“ Frank Rotikefeller also testifies. July T, IHTO, thitt such prominent l iulroad men 
as Williiim H. Vanderbilt. Ainasa Stone, Devereaux, and John Newell, were 
8t(K'khoIder.s in the Standard Oil Company. 

‘ Q. You spoke a wdiile affo of having itcrsoual kuowlodge of tautain railroad 
officials having been stockladdcrs in the Standard Oil Company—how do you 
know tlmt'—A. I know it from the officers of the Standard Oil Company telling 
thiit they were stockholders. 

•"Q. Who are they?—A. William H. Vanderbilt, the vice-president of the 
New York Central Company, was at one time a stockholder in the Standard Oil 
Comptiny; idso Anmsii Stone, of Cleveland, the general manager of the Lalo^ 
Shore road, and T liave very good reason for believing, though 1 do not know 
it, that Mr. Devereaux ami Mr. Newfdl are both stockholders at the present time. 
Mr. Stone sold his stock some 2 years ago, at or before the time when ho (juit the 
railroad. He pnt his stock on the Cleveland market and sold it, and he is not, 
I believe, a stockholder to-day.’ 

Ami says he thinks that William H. Vanderbilt. Tom Scott, Devereaux. Newell, 
and other officials of the railroads received rebates. 

“■Q. (By the Cjhairm.cn. ) Dive us the names of the officials of the railroads 
that you think received the benetit of this rebate.—A. Understand mo. I don't 
say that they did get it. It is merely my opinion. 

“ ' Q. Give me the names of the gentlemen that you think do reap the benefit of 
that rebate.—A. I think that Mr. Devereaux gets it, and that Mr. Newtdl gets it, 
that Tom Scott gets it, and thiit Mr. V.amlerbilt gets it, and other officers of those 
roads whose names are not in my mind iit present.’ 

•■Also further testifies thiit rebates go into a pool and are divided up between 
the Standard Oil Comjiany and railroad officials. 

•• • Q. What do you mean by the pool—a pool among the railroads or among the 
oil men?—A. I don't give this as a positive fact, but, as I understand the ai'range- 
ment. the New York Central, the Erie, the Atlantic and Great Westin-n, the 
Pennsylvania Railroad, the Cleveland, Columbus and Cincinnati, and the Balti¬ 
more and Ohio roads have a pool—are combined for tin' puiixtse of shipping oil. 
and oil only—and in this pool the Baltimore and Ohio gets a certain number ol 
barrels to go over its road, the Lake Shore .so many to go over its road, and the 
Pennsylvaiiia ( Vimiiany so many to go over its road from different points in the 
country, and on the oil that is shipped over these roads by the pool ami the Stand¬ 
ard Oil Company there is a rebate or a drawback from tile shipment of so much, 
which is put into this pool, over whichever roail the oil may go, and that rebate 
is divided up betwi.'en the Standard Oil Comiiany and the railroad officials. 

••‘Q. The railroad officials, do you say'?—A. Sol understand it. I don't say 
that of my own knowledge. 

•• • y. Then it does not go to the railroads themselves?—A. No, sir. 

" ' Q. But to the railroad officials'?—A. To the railroad offici;ils.’ 

•■It will beipiito interesting to figure out in dollars and cents the amount of 
rebate money per barrel the .Standard (Jil Company receivi'd off fhe shipments of 
its competitors under these ironclad rebate contracts, it being made the medium 
to ])ay over into a trust pool the following gi’oss eompetitive rebates, whicli were 
to be divided between rail and trust officials: 

-RKBATEH OF $7,011 TO S*l )>ER BAKKEL TO KAIL AND TUUWT OKFIOtALS ON 

ro.tIPETfTIVE SHIPMENTS OF CRUDE OIL. THE AVERAflE MARKET I'RICE OF 

( RUDE OIL FOR THIS YEAR 'WAS $3,U4 PER BARREL. 

•■ On shipments of crude petridenm from any common point. Oil City, Union, 
Corry, Irvineton, so designated by the contracts, the open public tariff rates from 
said points to Cleveland and Pittsburg, where Standard Oil refineries are located, 
was 80 cents a bairel, while the underhand, secret rebate wa.s <10 cents a barrel, 
so that the Standard Oil Company not only received 10 cents a barrel rob,ate on 
each banel it shipped for its own direct use, while it additionally received from 
oil the shipments of its comi>etitors' a share in 1!) times this amount, or $7.00 per 
barrel, a.s against each barrel it shipped, which went into the rebate trust pool, as 
previously testified to by Frank Rockefeller. 

•■ From said points to Baltimore and Philadelphia the open tariff rate on crude 
lietroleum was $3.41, to New York ,$2.56, and to Boston .$3.71 per barrel, while the 
rebate to each point was $1.00 a barrel, so that the .Standard Oil Company not 
only received $1.00 a barrel rebate on each barrel it shipiied for its own u.so, but 
additionally received from off the shiinnents of its competitors a share in 11) times 

* Soe Mr. Ai'chlxtld, p|(. 57U, 540,5.W. 
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this amount, or .$30.14 per barrel, a.s aKainst each ami ever-y ban-el it shipped, 
which wa.s also dumped into the rebate trust pool. 

BEliATES OP $0.50 TO $35 PER BARBEL TO RAIL AND TRUST OFFICIALS ON COM¬ 
PETITIVE SHIPMENTS OP REFINED OIL. 

“ On refined oil, benzine, and other products of the manufacture of petroleum 
these secret rebates were greater, as the following will show: 

“ The open, public tariff rate under those contracts, from Cleveland and Pitts¬ 
burg to Baltimore and Philadelphia was $1.8f> i)er barrel; to New York, ,$3. . From 
Cleveland to Boston (Pittsburg left out),$3.15 per barrel, while the rebates from 
and to all these points was .50 cents a barrel, so that the Standard Oil Company 
not only received .50 cents a barrel rebate on each barrel it shipped for its owii 
use. but additionally received from off the shiimients of its competitors a share 
in 10 times this amount, $0.50 per barrel rebate, as against each barrel it shipiied, 
which also went into the rebate trust pool. 

‘•The tariff rates tinder these contracts from designateil common points, such 
as Oil City. Union. Corry, Irvineton, where competitive refineries were located, 
was 02 cents jter barrel more with less hauls to all seaboard points, as follows: 

“ To Baltimore and Philailelphia, $3.77; New York. $3.03; Boston, ,$:j.07 per bar¬ 
rel, while the rebates from and to all these points were$1.33 per barrel, so that tlie 
Standard Oil Company not only received $1.33 per barrel rebate on each bai-rel it 
shipped for its own direct use, but in addition thereto it received from off the ship¬ 
ments of its competitors a share in 10 times this amount, or $35.08 per ban-el. as 
again.st each and every barrel it shipped, which was ahso put into this rebatt- pool to 
be divided between rail and trust officials. The average market price per barrel of 
entile petroleum in 1873 was .$3.(14. or 8.(1(1 cents per galloti. wliile (lie average 
market price of refined oil for export in the same year was 34.9 cents |ier gallon, or 
$13.45 iier barrel, and this is how the Standard Oil monolopy has made oil so cheap 
to the constinier. 

•• These most e.xtraordinary revelations seem incredible and beyond belief, but 
they are the facts as revealed by these contracts, and tire plainly the sole cause of 
the creation of the Stanilard Oil monopoly, the Standard Oil Trust, and the forma¬ 
tion of the present epidemic of trusts. 

-• Hon. Franklin B. Gowen, former president of the Philadelphia and Beading 
Railroad Company, had this to say before the Interstate Commission January 
17. 1888: 

•• • I remember well, in those halcyon days when Fisk and Gould controlled the 
Erie Railway and managed the Atlantic and Great We.stern Railroad, that an oil 
as.sociat.ion made a contra(.it with the railroad company which gave them a rate 
on oil. based upon the price at tide water, with a guaranty that a fixed rate per 
barrel profit should be niade in handling it. The first year's business over the 
Atlantic and Western Railroad developed thefact that the hundreds of thousands 
of barrels transported under this contract brought not 1 cent into the treasury of 
the railroad for transportation, and that the railroad company had to pay, at the 
end of the year, 35 cents upon every barrel for the jn-ivilege of transporting it in 
order to make up the guaranty of a fixed profit to the dealer.’ 

“TO TAKE EFFECT OCTOBER 1, 1874.-PLAN BY WHICH A COMBINATION OF RAIL¬ 
WAYS FORCE THE INDEPENDENT PIPE LINES OP THE OIL REOIONS TO SELL 

OUT TO TUB STANDARD OIL MONOPOLY AT THE PRICE OP OLD .JUNK, AND 

ALSO (lAVE THEM ADDITIONAL DISCRIMINATIONS IN THE SHIPMENTS OF 

REPINED OIL, IN GROSS VIOLATION OF THE AC4BEEMENT OP MARCH 35, 1873. 

“‘After the wholesale destruction of competitive oil refineries by the railroad 
rebate contract.s of 1873, which absolutely gave the Standard Oil Company the 
monopoly in the manufacture of petroleum and of its rail tramsportation, achieved 
so e.asily and with such gi-oat success, that 3 years later (1874) it eagerly sought 
and again applied to the railroads for help to secure the control and monoiKily of 
the local pipe-line transportation of petroleum in the oil-producing regions, which 
was easily accomplished by their mutual and trusted friend, J. H. Rutter, general 
treip'ht agent of the New York Central and Hudson River, Railroad Company. 
He issued a circular, to take effect October 1, 1874, as follows: ‘ 

• “ From which shall be refunded 33 cents a barrel only on oil coming from pipes 
which maintain the agreed rates of pipeage.’* 

" The ajp-eed rates of pipeage could not, of course, he maintained hy the inde¬ 
pendent pipe lines, which had to lower transportation rates in order to offset the 
exclusive 33-cent rebate advantage given to the Standard Oil Company, by which 


‘ See the circular in full, p. 041. a Bee Mr. Boyle, p, 434. 




C96 HEARINGS UEEORE THE INDUSTRIAL COMMISSION. 

they were enabled to bid eeiits a barrel more for ornde oil and not lose any¬ 
thing, The rosnlting effijcts were th.at the old, established pipe lines had to suc- 
cnnib. They could not make money and were forced to sell out their properties 
at the price of old junk to those joint-interested railroad and Standard Oil con¬ 
spirators. 

“ E. G. Patterson, before the Hepburn committee, August 28, 187fl, testified as 
follow.s; 

“ ■ A. The effect of it was that whoever was dealing through a pipe line which was 
receiving that 22-cents drawback from a railroad company, absorbed or crushed 
out the business of any opposition pipe line, by putting its buyers into the field and 
bidding the whole or a portion of that drawback, more for the product than those 
who yvere buying through another pipe line could, not receiving such a drawbac'k.’' 
“Simon Sterne, in his argument before the Hepburn committee, said as follows: 
“ ‘After the Butter circular appeared the independent pipe linos died off like 
.sheep and were all bought up by the Standard Oil Comi)any.’ 

“As early as 1874 the Standard Oil Company was in possession of all tank cars 
and the terminal facilities of the railroads at the seaboard. (George Rice book, 
pp. 38,30,40.) 

" Franklin B. Gowen's argument (p. 13) before the Manufacturers' Committee 
of Congress (1889) has this to say: 

“ ‘At this time the American 'fransfer Company, according to the testimony of 
its owner, Mr. J. A. Bostwick (p. 386), was a corporation having from 50 to 75 miles 
of local pipeage, a capital of .‘5100,000, and no debt. And yet upon this small capital 
it received from the 3 trunk lines in 1878 the magnificent income of .$3,093,750, or 
22J cents upon the 13,7,50,000 barrels of oil shipped in that year, equal to a dividend 
of 3,093 per cent annually.' 

“ 1877-I8-8.-ATTACK BY THE BAIL LINE.8 UPON THE EMPIRE TRANSPORTATION 
COMPANY, BY WHICH ITS KEPINKRIES, PIPE LINES, 1,(K») TANK CARS, AXU 4m 
RACK CARS WERE EORCED INTO THE HANDS OK THE .STANDARD OIL ('OM PA NY 
AT A RUINOUS PRICE.^ FREKIIIT RATES CUT TO 8 CENTS PER BARREL LESS 
THAN NOTHING DURINO THE PIUHT, AND WHEN ENDED, COMPETITORS OF 
THE STANDARD OIL COMPANY WERE CIIAROED PER BARREI,, WHILE 
STANDARD OIL WAS CARRIED AT II CENTS PER BARREL, NET, IN TANK CARS, 
LUMP SUM, REGARDLESS OF WEIGHT-I.W) PER CENT DISCRIMINATION. 

“ The transportation tariff rates on refined oil to competitive refineries in 1878 
w.as $1.90 per barrel to the seaboard. The Standard Oil Company, through its 
well-trained railroad agent,.7. H. Rutter,general freight agent of the New York 
Central and Hudson River Railroad Company, gave it a special freight rate on 
petroleum, Cleveland to New York, of $00 per tank car, lump .sum, regardless of 
weight, or 60 cents a bamd, average rate, from which there was deducted the 
transportation charge on crude oil from the oil welh to Cleveland and Pittsburg 
on the ba.sis of 14 barrels of crude,at 35 cents a barrel, or ,$4.90, as against 10 bar¬ 
rels of refined from Cleveland and Pittslrarg to Now York, at 60 cents a ban-el. or 
$0, leaving $1.10, net, or only 11 cents a barrel paid l y the Standard Oil Company, 
as against $1.90 per barrel their competitors had to pay,or 1,600 per cent freight 
discrimination allowed them by the conspiracy acts of rail officials.’ 

“ 1879.-ATTACK BY THE RAIL LINES UPON THE TiflE-WATER PIPE COMPANY TO 
CRUSH AND DE.STROY IT IN THE INTEREST OF THE STANDARD OIL COMPANY - 
THE TRUNK LINE.S OP RAILWAY AGAINST THE PHILADELPHIA AND READING 
RAILROAD COMPANY, BY WHICH RAIL RATES WERE REDUCED TO ONE-SIXTH 
OF A CENT PER TON PER MILE AND 'BARELY YIELDED THE COST OP THE FUEL 
FOB THE ENGINES.’ 

“The fight against the Tide-Water Pipe Company* would have succeeded but 
for the prompt financial support given it by the Philadelphia and Beading Rail¬ 
road Coimiany, of which Hon. Franklin B. Gowen was president. 

“ The Tide-Water Pipe Company, first projected seaboard pipe line, had con¬ 
tracted to get its oils to tide water by another and cheaper route to avoid the 
exce.ssive discriminating freight rates constantly being imposed by the trunk 
lines of railway in the interest of the Standard Oil Company. 

“The Tide-Water Pipe Company laid a 6-inch trunk line of pipe, 110 miles in 
length, from the Bradford oil regions to Williamsport (a station on the Beading 
Road), and, by a joint traffic arrangement between the Philadelphia and Beading 


' Proceedings of the Special Committee on Railroads of tlio Assembly of tho State of Now 
York, 1879, p.fdKJ. 

’ See Mr. Arobbold, pp. 513,514; also p. 643, footnote. 

•See p. 71.3. 

• See p. 7.38; Mr. Boyle, p, 480; Mr. Emery, p. 630. 
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and the Central Railroad Company of New Jersey, had .s,‘cured rates to the sea¬ 
board which were to be e(iual to tlie rate.s paid by the Standard Oil Company ovi'i- 
the trunk line of railway, and on acc.onnt of the fight freiglit rate.s were cut, to I.') 
cents a barrel in favor of the Standard Oil Company, which barely yielded thi; 
coat of the fuel for the engines. 

“ EXTRACT FROM ANNUM. REPORT OF FRANKLIN B. OOWEN. PRESIDP.NT OF THE 
PHlLADELPni.I AND READING RAILROAD COMPANY, TO THE STOCKHOLDERS. 

“ • Within the last 3 or ;! years certain producers and shippers of oil, in order to 
reaidi the few refineries in the mdghborhood of New York which yet remained 
indepemh'iit of the Statidard Oil Company, associated themselves as the Ecpiitabh' 
Pipe Line Company, laid a local pipe to connect with a railway terminating at 
Buffalo, and ahi]>i)(sl from the latter place crude petroleum in canal barges, via 
the Erie Canal, to the waters of New York Bay. 

“ ‘As this avenue of transportation was closed during the winter, it proved 
ineffei'tual as a sunrc(! of iiermanent supply, and in order to secure an outlet tor 
the entire year, as well to Philadelidiia as to Niuv York, certain gentlemen inter¬ 
ested in the Equitable Pipi! Line associated themselves into a limited company, as 
the Tide-Water Pipe Line Company, limited, and, having secured the right of 
way, laid a (i-inch pipe line a distam* of over 10(1 miles, from the Bradford oil 
region, in McKean County, Pa., to Williamsport, the terminus of tin; Catawissa 
branch of this company, ami a contract was entered into between the Tide-Water 
Pipi‘ Line Company, this isnnpany, and the Central Railroad Company of New 
Jersey for the transportation of the oil to Philadelphia and New York by rail 
from Williamsiiort. 

“ ‘ This attempt of the producers of oil to seiuire an outlet indopendi'iit of the. 
Standard Oil Company and the trunk lines was at once resented by bol.h interests 
affecteil, and from the date of the completion of the pipe line to the present, every 
efbirt has bi'cn made by sonu! of the companies interesled to convert the profit- 
abl(‘ business of the transportation of oil into a losing one. 

■■ 'The trunk-line rates on oil by rail have be(‘n so redius'd as to yield at times 
but about on(‘-sixth of a cent per ton jier mile for its transportation, or about 
one-quarter of the actual cash cost, .and for many months motive power which 
nnglit have been most profitably employed in hauling remunerative trafiRc has 
been occupied with an enormous tonnage of oil which barely yielded the cost of 
the fuel for the engines.’ 

" 1 also refer this commission to the report of the Hepburn Cf.mmittee of New 
Y'ork, January 33, 1H.S0, investigating the Standard (.)il monopoly, in which those 
astoumling and celibrated rebate contracts of 1873 were exposed. The following 
are extracts of the report: 

“ • In which these mads agreed to pay said company rebates on shipments to 
different, points, ranging from 41) cents to $8.07 tier barrel.'' 

.The roads transporting the relined oil shall refund to the rofinors, as a 

drawback, the charges paid by them upon the crude oil reaching their refineries 
by rail; and the roads transporting through crude oil to the Eastern seaboard 
shall refund to the .shippers 33 cents per barrel; both of said drawbacks to be pai<l 
only on oil reaching the initial points of i-ail .shipment through pipes, the owners 
of which maintain agreed rates of pipage.” By this agreement the roads carry 
crude oil from the oil regions to Cleveland and Bittslmrg and then carry the 
refined oil to the .seaboard as cheaply as they would from the mouth of the well. 
Mr. Vanderbilt explains this (Testimony, p. l.'iDU 

” ‘ In .Fune, 1879, the Tide-Water Pipe Line effected a connection with the sea¬ 
board and commenced shipping oil. Oiiposition, of course, was not tube brookeil, 
and again the Standard called upon the railroadsto ]iroti>ct them " against injury 
by competition,” and again the railroads responded. On .lune .'5, at a conference 
bi'tween the 4 trunk lines and the Standard jieople held at Niagara, the rate on 
crude oil was made to the Standard over the Erie and (Central 3() cents per barrel 
(from $1.40).’' The rates to Philadelidiia and Baltimore were made the same. 
(See statement of Messi’s. Rutter and Blanchard, exhibits, pp. 631,(133.) This 
reduction was made on the .'ith of .June, to take effect as of Bie 1st of June.’^ 

“.The Standard got the ‘ plum:’ and as a result it owns exclusively the tenuinal 
facilities for handling oil in Philadelphia and Baltimore. 


1 Report of ilopburn Commltteo, p. 4. 
m.ia., p. i;t. 

® ” From $1.40 '’is eommont by Mr. Riee. 
* Report of llepburu Couimittoo, p,45. 
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“ It owns and controls the terminal facilities for handling oil of tlui 4 trunk 
roads. It owns and controls the pipe lines of the producing remons that connect 
with the railroads. It controls both ends of these roads. It ships 95 per cent of 
all oil, (Te.stiniony of Bostwick, p. 3690; Rogers, p. 3015; Welch, p. 3078,) 

“It dictates terms and rates to the railroads. (Tsstimony of Mr. Rutter, 
p. 3.549, wliich is confirmed by Mr. Vanderbilt and Mr. Bostwick.) 

“They can use the power here given them, and have used it to crush out oppo¬ 
sition. 

• • This (iompany also owns all the oil cars run on the Central Road. 

“ It has bought out and frozen out refiners all over the country. 

“ By means of the superior facilities for transportation which it thus pos.s(,«sed 
it could overbid in the jiroducing regions and undersell in the markets of the 
world. 

“ Besting under the common-law obligation to treat all parties alike, they delib¬ 
erately undertake to protect a certain company ‘ against injury by (;omi)etition.’ 

" Thus it has gone on buying out and freezing out all opposition until it has 
absorbed and motiopolized this great traffic, this great i)roduction, which ranks 
second on the list of exports of our country. 

“And yet all the trunk roads havo grown into such relations with this oil com- 
binatiim that they were forced to forego all those millions they might have earned 
and look to the other produce of the country for their revenues. 

“ They bury their own interests in the interest of the Standard Oil Company 
and join in this war of rates to protect it ‘ against injury by competition,’ who.se 
business and transactions are of .such a charaider that its m(!mliers declined giv¬ 
ing a history or description of it lest their testimony lie used to convict them of a 
crime. (See’testimony of Messrs. Bostwick, Archbold, Rogers, etc,) 

‘■,IOSIAn LOMBARD, R. T. BUSH, OKOHOE F. OREOORY, COMPETITIVE OIL REFINERS 

AT THE SEABOARD, TESTIFY IN 1S71I WHAT A. .1. CASSATT, NOW PRESIDENT OF 

THE PENNSYLVANIA RAILROAD COMPANY. AND TOM SCOTT, FORMER PRESI¬ 
DENT, SAID TO THEM ABOUT THE STANDARD OIL COMPANY. 

“ Cassatt says to Lomb.ard: 

“‘That the Standard Oil Comiiany was the only party that could keep peace 
between the trunk liiu's.' 

“ • He said “ 1 can not trust," or, rather, ho .said " They are the only peo]ili' that 
can keei> harmony." 

•“I asked Mr. Cas.satt if we shipiied as much oil over the Pennsylvania Railroad 
as the .Standard Oil Comiiany whether we should have the s;ime rate of freight. 
He .said “No." I said “Why?" He said because they would not be satisfied. 

“ ' We a.sked him whether th<‘ disiu-imination again.st us would be larger if tlu! 
rate of freight were high than it would if the rate of freight were low. He said 
yes; it would be.’ 

“Also said; 

“ ‘ That if we built a pipe line he would buy it up for old iron in 60 days.’ 

“ ‘ lie said there would be no peace or profit in the busine.s.s until we made some 
arrangements with tin* .Standard Oil Company.’ 

“R. T. Bush to Mr. Cassatt; 

“ ■ Q. That is, you asked Mr. Cassatt'?—A. Mr. Cas.satt, whether we should have 
as low a rate of freight as the Standard Oil Company or any other .shipper. I le said 
“ No.'’ We asked him why. “ Welkin the first place, you can’t ship as much oil as 
the Standard Oil Company." “ Well, if we could ship as much oil"—IthinkMr. 
Lomb.ard put this iiuestion—“would we then have the same rate'?’’ He said 
'• No.” “ Why’?’’ “ Why, you could not kei^p the road satisfied; it would make 
tionble; vou would not ke(‘p the road satisfied; you could not satisfy the roads: 
you could not satisfy the different trunk lines;" and ho remarked,in connection 
with that, that the Standaid Oil Company was the only party that could keep the 
road harmonized or satisfied.’ 

“ Well, you may lay all the pipe; lines you like and we will buy them up for old 
iron. 

“ To Tom Scott: 

“ ‘ Q. Go back again to the interview with Colonel Scott .and tell u.s more par¬ 
ticularly about it.—A. Tlniy tried to make us lielieve and feel, I suppose, that wo 
were getting our duo proportion, when for some considerable time previous to 
this we had not been able to do any bu.siness in advance. We could only do busi- 
ne.ss from hand to moutli. We could not .sell any refined oil unless we absolutely 
had the crude oil in our posse.ssion in New York, and Mr. Lombard, one of our 
number, had sold a cargo of crude oil, I tliink, of 9,000 barrels, and Denslow & 
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BuhIi absolutely stoppeil tlieir refinery for ;i weeks, cojiseqneiitly, in order to let 
their oil go to Lombard & Ayers to finish their vessel, because they would only ^et 
H or 4 car’s a day; and we stopped our ^)lace for i! weeks to give them our crude 
oil, all we could give—our proportion—in order to lift them out and get their vessel 
cleared. 

•‘•Q. At the interview between Colonel Scott and Mr. Ca-ssatt and yourself, 
here at Philadelphia, did you gentlemen propose to build your own cans or pro¬ 
vide yourselves wfith cars?—A. Yes, sir; wo told Mr. Scjottthat if they hadn't suf- 
licimit cars on their road wo would like to put some on, and he told us flatly that 
they had just bought out one line and they would not. allow another to be put 
on; that if they hadn't cars enough they would build them. 

■ • ‘ Whether we could have—if there was any means by which we could have 
the same rate of freight as other shipiiers got, and he said flatly “No;” and we 
asked him then it we shipped the same amount of oil as the Standard, and he 
said '■ No,” and gave the same r(;a.sona Mr. Cassatt had in N(!w York. 

“‘Q. Did he give you the information as to the rah; of discrimination?-A. 
No. sir. All the information we got on that jjoint was from Mr. Ca-ssatt. in New 
York, when he stated that the discrimination would be larger on a high rate of 
freiglit than on a low rate of freight, which led us to infer that it was a percent¬ 
age discrimination. That is all the point that I recollect we ever got as to the 
amount of the commission.’ 

“George F. Gregory to Cassatt: 

“ ‘ We asked him if we should have as low a rate of freight—we .spoke a good 
deal of what had been printed in the newspapers in regard to rates, etc,, and we 
asked him if we should have a rate of freight a.s low as the Standard Oil Com¬ 
pany. and he said “No.” 

“ ■ Mr. Lombard asked him if wo could have the same rate of freight that the 
Standard had if we shipped the sauu! amount of oil. He said " No; you can not.” 

•■•Mr. Cas.sattde(dinedtostate what the discrimimation was. Isaidtohim, “Is 
it a greater discrimination on a higher rate of freight than it is on a low rate,” 
and he s;dd “ Yes.” He said. •■ Well, I didn’t mean to answer that (jnestion; but 
very well," he said, ••! have answered it.” 

■•‘Q. Please to state what yon denominate the squeeze,—A. A sqneezi! or a 
scarcity of cars; that is what we called it; a difficulty in getting cars m sufficient 
amount; Unit is what I mean. 

■’ • Q. ’That is. Green Line c.ars, you mean, from Mr. Brnndred, as agent of the 
Pennsylvania Railroad?—A. Yes, sir.’ 

■■This ought to lie sufficient to briefly summarize how the Standard Gil Com¬ 
pany acquii-ed its monopoly of the petroleum industry and still holds it with a 
bulldog grip, and by its actions considers ail competitors as interlopers or out¬ 
laws. My iiamphlets, here introduced, marked •‘A,” “ B,” and •■ C,” and Newlin’s, 
niiirki’d “ D,” will more fully substantiate it. I also refer this committee to my 
testimony given in l.'iN8 before a Congressional committee, pages 573, 637. 044. 
0.51,73!l, 740.” 

FAVORITISM IN lUTYINtt LUBRICATING OILS. 

Q. {By Mr. Jenkk.) Have you a copy with you of this testimony before the 
C'lngrcssicinal committee?—A. No, sir; I have not. You have that volume. 
Kincc I have put these in as exhibits I think 1 had better put these others in as 
exhibits now. I also present and submit to this commission Exhibit E, the 
authorized Official Railway Guide of the United States for Setitcmber, 1309, which 
gives, on jiage 43 and subseipient pages, a list of the 44 unlawful freight as.socia- 
tions and freight committees heretofore mentioned by me. 

Yon will also jierceive on the front iiage of said guide an advertisement of the 
“ Galena Oil Company ”—Standard Oil Trust—in which t his trust advertises its 
goods as follows; 

‘•Galena oils are used on nineteen-twentieths of the total railway mileage of the 
United States, Canada, and Mexico, and are being introduced in Europe.” 

That is to Ba,y, the Standard Oil Trust here admit that they furnish their luhri- 
‘■•it'ilS oils to 95 per cent of all the railways in the United States, Canada, and 
Me.xico,and portions of Europe. That is to say, this trust furnished 95 per cent 
of all such oils as are used by the railways mentioned, for no railro.ad would use 
trust and competitive oils in conjunction. These oils arc taken by the raili’oads 
at most extraordinary prices, ranging from 35 to 75 cents a gallon; and here comes 
in another species of favored freight di,scriminations.' 

J^ahquhah.) That seems quite a largo claim in respect to the Stand¬ 
ard Oil Company in the matter of Galena oils. What is thi' character of the 

‘See Mr. Lee, II. ais; Mr. Davis, p, Ml; Mr. Moiinett, p.309; Mr.Arclibol(I,p..5Ui; Mr. Page, p. 7M. 
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Giilena oils in tlio mia-lcct iwioiij; rnilroiid iiieji and among buyers?—A. Well, I 
know from hearsay that they funiish different grades of lubricating petroleum, 
running from 35 (amts up to cylinder stock. The higher grades of lubricating 
oils are generally cylinder stock—cylinder goods. 

y. Has it not been a fact that Galena oil lias really held the American market 
for yi'ans as one of the be.st standard oils—best (piality of oil?—A. I do not know 
anything about the (piality. 

Q. Is it not a fact that the headlight oil is the best oil made in the world?—A. I 
do not know it to be a fact. 

Q. Is not its general use a good reason for thinking that it is so?—A. Wijll, I 
suiipose they would have to make a pretty good (piality of oil to get good prices, 
but at the same time they get greater jirices than any conpietitor could get, and 
a competitor could hardly get any chance. I know that on general hearsay. Par¬ 
ties have been t(dd that they could not sell the railroads of the country lubricat¬ 
ing oils, because if they did the Standard Oil Company would not give them any 
freight. 

Q! Do you know whether it is the fact or not that the Standard Oil Company 
paid exorbitant prices for the Galena formula, for the word?—A. No; I donot know. 

Q. Have you ever sold oil in comiietition with the Galena oil anywhere?—A. 
No: I have sold some, but in a very moderate way. I never manufactured any 
fancy brands of lubricants at all. I ,iust manufactured ordinary oil—ordinary 
Inbnciint—a cheap gradic 

Q. (By Mr. .Tenks.) You spoke a moment ago about the high prices the Stand¬ 
ard Oil Company received from the railroads for lubricating oil. Were you going 
to support that general statement by the specific ])rices?—A. No: I can not sup- 
l>ort that by specific prices, excepting by talking with persons that knew about it 
who have tried t(( sell the railro;rds and have been t(dd. It is only hearsay. 

y. (By Senator Kvi.k.) What are the figures that are paid for this kind of oil?— 
A. From 35 cents up to 75 cents a gallon. There are .some oils as high as §1 a 
gallon. 

Q. (By Mr. .Jenks.) Your information in reference to high prices is on authority 
of the. Standard's competitors and not on authority of any of the Standard's offi¬ 
cials or of railroa(l officials'?—A. No,, sir; no, sir. 

Mr. Jenks. Continue, please. 

DESPEAUX V. PENNSV'LVANIA RAILROAD COMPANY. DISCRIMINATIONS l.ssl TO ISS) 

The Witness. By pennission of Mr. .T. W, M. Newlin, of Philadelphia, who was 
the attorney for some French refineries. I put in this book, marked D." under the 
title of Despeaux v. Pennsylvania Railroad C<.)mpany. It is a bill of exceptions in 
a .suit for freight discrimination that occurred in 1883 and 188:1; but the cases 
were tried last year, ami William Rockefeller and .several Standard Oil Com¬ 
pany officials testified in Philadelphia. I did not expijct that Mr. Newlin was 
going to give me the privilege of putting it in. In this exhibit there are several 
important contracts made with the Standard Oil Trust, including a siiecial con¬ 
tract of August 33, 1884, made by the Natmnal Transit Company and the P(uni- 
sylvania Company, by which the Standard Oil Trust,, through the National Transit 
Company. wa,s t() pay to the Pennsylvania Rajb-oad Company 3(1 i)er ceiit of ;itl 
the i>etroleum freights carried from the oil reipon to tins seaboard at tariff rates.' 
I have referred to this in my testimony. I will now read a letter of the counsel 
covering the substance of the case; * 

Philadelphia, Pa., November in!)!). 

Dear Mr. Rice; Referring to your reipiest for inforuiation as to the facts 
developed in the taking of testimony in the cases of Fenaille Despeaux v. The 
Pennsylvania Raih’oad Company in the circuit court of the United States for tln^ 
easteiTi (listrict of Pennsylvania, and in the case of Ladenburg, Thalniann & Co. 
V. tho Pennsylvania Railroad Company in the court of common pleas. No. 4, of 
Philadelphia County (both of which cases are still ponding), I beg to say as fol- 

In the Fenaille & Despeaux case it was shown that the plaintiff paid local pip¬ 
age 80 cents per barrel to Foxburg and other points in that region on crude oil, 
and that in addition thereto the plaintiff paid to the Pennsylvania Railroad Coni- 

S 48 cents per barrel for its carriage, all rail, from Foxburg to Communipaw 
igthe years 1881,1882, and 1880. It was also shown that the Pennsylvania 
Railroad Company at the same time and between tho same points carried crude 


' For tho ttixt of this contniot nih* ]>. 

5 Soo i>. 75W for criticism of Mr. Newliii’s argument. 
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oilfor tho Standard Oil Company of New York at a reduction of 23* cents pm- liarrel. 

It was farther shown in the same case that the plaintiff paid 20 cents local pip¬ 
age on crnde oil to M(^Calmont and other points in the same region, and that tho 
Pennsylvania Railroad Company then carried it to Communipaw and charged the 
plaintiff 3.'! cents per barrel. 

At the same time the Pennsylvania Railroad Company was carrying crude oil 
between tho same points for the Standard Oil Company of New York as prov(ni 
in this way: 

On May 0, 1881, the National Transit Comiiany made an agreement with the 
Pennsylvania Railroad Company concerning the .shipments of crude oil to (he 
scalioard under which these reductions in favor of the Standard Oil Company 
were effected. I have furnished you a copy of this agreement. 

It was shown on the trial of the Fenaille & Despeaux Ca.se that at t he time 
named a majority of the stock of the National Transit Company was deposited, 
with other corporation stock, with tho Standard Oil trusti'es, who also hehl 
practically all of the stock of the Standard Oil Company of New York, and tiu't 
upon the basis of the st<K:kholding.s of tho trust the Standard Oil Trust certifi¬ 
cates were issued. 

The agreement between the National Transit Company provides for a division 
of the through rate on crude oil from the w(dls to seaboard between the National 
Tr.ansit Company and tho Pennsylvania Railroad Company. Tlie clauses of tho 
contract iiarticularly referring to this are paragraphs 4 and 8 thereof.' 

Now, taking Foxhiirg to Communipaw, the local pipage being 20 cents and tins 
all-rail carriage 18 cents, or 08 cents, and the evidence showing that the transit 
coiniiany under this agreement delivered large amounts of oil to the railroad com¬ 
pany at Foxhurg, which oil it was shown by tho transit company's secretary, 
Mr. .Folm Bushnell, belonged to tlie Standari'l Oil Company of Now York, this 
particular oil was paid for on the following basis; 

Starting with 08 cents as the through rate from the wells to Communipaw, via 
Foxhurg,one-fourth of 08 cents, vis, 17 cents, went to the local tiiiie line (i.e.,the 
Transit Company) “and one-half of the difference lietween this one-fourth (i.e., 17 


i-ents) and the said public rate (i.e.,08 ceuts) shall be considered as due and to 
lie iiaid to the railroad." The charge is worked out thus; 

t'l-nts. 

[ideal to Foxhurg_ _ __ ...... .... 20 

Through to Communipaw (New York). 48 

08 

One-fourth t'l local iiipe....... 17 

This leaves balance of.... 51 

OiK'-half of this balance to railroad company is____ 25,1 

The amount paid railroad company liy Fenaille & Despeaux was. 48 

Amount paid by Standard to railroad company.....2,51 

Rebate to the Standard Oil Comiiany eiiuals.. . 22* 


In other words, while the word “rebate" nowhere occurs in the agreement 
lietween the Tran.sit Company and the railroad company, all the raih-oad i-ompany 
received was the 25* cents iier bm-rel. 

See paragraph 8 of the contract of May (!, 1881. 

It is to be observed that this paragraph in terms only applies to cases where 
the through rate from tho exit point of gathering iiiiie shall be less than -10 cents. 
This is tho only provision in the contract, and in terms would apply to McCal- 
mout and similar shipments, which were 33 cents per liarrel. But n<it only is this 
the only provision in the contract for the division of tlie through rate lietween 
the transit company and the railroad company,'' but. in addition thereto, the offi¬ 
cers of both the railroad company and the Tran.sit Compauv stated in evidence 
that the r.ailroad company received iiaymcnt from tlie Stanilard Oil Company of 
New York on the rail shipments from Foxhurg to Communipaw under this con- 
trju-.t, and received what the contract called for. It was further testified by these 
officials that what the railroad company got it collected directly from the Standani 
Oil Ckiuipany of New York, and that the railroad company received no money 
from the Transit Company on these shipments. 

The evidmice was to tho same effect as to all-rail shipments between McCalmont 
and Communipaw, Fenaille & Desiieaux paying 20 cents local piiie rate and 33 
cents open rail rate to Communipaw, making 53 cents in all. 

The evidence further was that the Transit Company furnished to the railroad 

* For tho toxt of tUosii i)aragrHi)ba, boo p. 700. '•* See sot.itiou 7 of tho coutrHct, p. TOO, footnote 2. 
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company crude nil of the Standard Oil Company of New York for carriage 
between McCalmont and Commnnipaw, for whicdi the railroad company was paid 
directly by tho Standard Oil Company the amount called for by this agreement 
of May fi, 1881. 

Hence the railroad company charged Fenaille & Despeanx, between McCalmont 
and Communipaw, New York,33 cents, and charged the Standard Oil Company 
lii.STo cents a barrel. This is worked out thus: 

{’ontH. 


Local pipe rate....... 20 

Open rate rail McCalmont to Communipaw. 33 


Through rate. . r>‘ii 

One-fourth to local pipe. 13.2.'i 


Balance. . . 30,75 

One-half of this balance p.aid by Stand,ar<l Oil Company of Now York to tho 
r,abroad company.... 10.87 


Under the contract of May 6,1881, tho railroad company was to be guaranteed 
one-third of tin* total movement of oil to New York. 

Under a subseijnent contract between the National Transit Company and the 
Pennsylvania Railroad Company, dated August 23,18,84, of which I have furnished 
yon a copy, the railroad company was to be guaranteed 2fi per cent of the total 
movement of oil to the Atlantic seaboard, which would include Baltimore, Phila¬ 
delphia. New York, and Boston. 

Prioi- to 1S84 the railroad rate.s to se,aboard,i.('..New York, were from Foxburg 
48 cents, and from McCalmont 33 cents. 

There was a difference in favor of Philadelphia of 5 cents per barrel. 

From 1884 to 1887 the rail r,ate between Foxburg and simihar points and Com- 
nnmipaw was 55 cents per barrel, and between Clarendon and Kaire and .similar 
points and Commnnipaw was 45 cents per barrel. There was a difference in favor 
of Phihuhdphia of 5 cents per barrel. 

It was in evidence in the case of Ladcnburg, Thalmann & Co. i'. The Pennsyl¬ 
vania Railroad Company, as to shipurents m,ade between 1884 and 1887, under tire 
contract of August 32,1884, between the National Tramsit Compaixy and the Penn¬ 
sylvania Railroad Company, th,at monthly settlemerrts were made between the 
Transit Company and the railroad company, .showing the total movement of oil 
to seaboard and tho amount carried by the Pennsylvania Railroad Company on 
account of its 28 jrer cent allowance, and then tho deficiency on tho 28 jrer cent 
(and there was always a deficiency) was settled between the transit company anti 
the railroad company in this way: 

I take for illustration the settlement made for the month ending September 31), 
1884, as shown by a copy of the settlement certified to be correct by John Biish- 
nell, comptroller of the National Transit Company:' 


Total number of barrels .so transported. 1,574,961 

Railroad company's share... 409,490 

Amount carried by railroad. 335, .596 

Deficiency... 83,894 


On this deficiency the railroad company was allowed on New York oil, 
at one-half of the current through rate, 45 cents, erpials 334 cents per 

barrel, on 43,665 barrels____ _,?'.), 834.63 

Less compen.sation allowed transit company for pumping the same, at 
9 cents. 3,939.85 


Total.... ,5,894.78 

The railroad company was allowed on Philadelphia oil for 40,329 baiTels, 
at one-half current through rate, 40 cents, equals 30 ceirts per barrel. 8,045.80 
Less allowed National Transit Company for pumping same, at 8 cents. 3,316.33 


Total.... .. 4,827.48 

Total payment by the National Transit Company to the Pennsylvania 
Railroad Company for deficiencies for the month ending September 
30,1884 ... 10,732.26 


In the Fenaille & Despeaux there are two cases against the Pennsylvania Rail¬ 
road Company, one for $10,778.56 and the other for $104,330.03. This is exclusive 


For explanation, soe rontrm;t, pp. 605,6*16. 
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of interest and treble damages. In the smaller case the treble damages were 
remitted in order to allow the plaintiff to call the ofScers of the defendant com¬ 
pany as witnesses. 

In the case of Ladenbnrg, Thalmann & Co. against the Pennsylvania Railroad 
Company the amount claimed is $173,833.46, with interest, and treble the amount 
of the claim for damages, also with interest. 

Referring generally to the contract of August 33, 1884, that contract was for 
the purpose of keeping up the freiglit charges by making the rail rates and pipe 
rates the same. 

You will observe, however, that if the Standard Oil Company of New York, on 
its shipments, went through the form of paying the full rates, ina.smuch as prac¬ 
tically all of the stock of the National Transit Company (viz, 96 i)er cent.) 
lielonged to the Standard Oil trust, it all came hac.k again except the act ual cost 
of punuiing; and then you will observe that in tlie case of the railroad company 
it was only allowed one-half the current rab's which were open to the public in 
the settlement made between it and the National Tran.sit Company for monthly 
diff<!rences, as per the settlement above quoted. 

Yours, truly. 


.Tames W. M. Newi.in. 


flEoitoE Rice, Esep, Antor Hntme, New Voi'A: Ci/?/, N. 1'. 

Q. (By Mr. Jenkk.) These cases referred to here, I understand, are slill peinl- 
ingV—A. Yea. 

y. But they refer back to discrimination betwe(>n the ve,ars 1881 and 1887b A. 
1881, 1883, and 1883,1 believe. 

Q. But theri^ is no discrimination since 1887 that is charged?—-A. 1 think not: I 
do not think there is any. 

y, Is this the original or a copy?—A. That is the original signature. 


KAILKOAl) MAGNATES INTEEUSTEJ) IN STANDAllD OIL. 

(Reading.) '• Willi,am H. Vanderbilt, who .signed one of the contracts in behalf 
of the trunk-line cinnbine, was a stockholder in the Standard Oil Company as 
early as 187,';, and it is fair to pre.sume. under these circumstances, that he became 
one when these contracts were entered into. In 1875,Tohn D. Rockefeller acted as 
attorney for Vamh'rbilt and also for Samuel P. Barger, his i>roteg6, to vote an 
increase of the stock of the Standard Oil Company. 

■‘At same nn>eting Henry M. Flagler, seiu'etary of said company, acted for the 
same purpose as attorney for Peter H. Watson, iiresident of the Erie Rail way 
Company, one of the combine. Vanderbilt te.stined August 37, 1879, liefore the 
Ili'pburu committee of New York, that E. D. Worcester, treasurer of the Lake 
Shore and secretary of the New York Central, was a director in the United Pipi' 
Lines, the pipe-line branch of the Standard Oil monoiioly, and that he hehl from 
$ll)(l,(l0() to $3.51),01)0 of its stock. At the same time Vanderbilt testified as follows: 
^ -Q. You were disgusted with them a long while ago' (meaning Standard of¬ 

ficials)? -A. ‘I was. because I said if the thing kept on the oil people would own 
the road.s instead of the roads owning them.’' 

He also said: ‘ I don’t believe that by any legi.slative enactment or anything 
else through any of the States or all of the States you can keep such men as them 
down,”' 

“ These were strong word.sfor a Vanderbilt to say, and also how prophetic, for 
William Rockefeller, vice-pre.sident of the Standard Oil trust, has ,iu.st been 
elected director in the Now York Central and Hudson River Railroad Company, 
to take the place of Cornelius Vanderbilt, lately deceased. Since his advent he 
has been made a member of the executive committee, and on October 23 the issue 
of .$15,000,000 additional stock was authorized, and all this within a few Aveek.s 
only after the death of Cornelims Vanderbilt, the son of the late William H. Van¬ 
derbilt, who testified that he did not believe that even ' by any legislative enact¬ 
ment or anything else through any of the States you can keep such men as them 
down.’ He was in truth prophetic, and it has dramatically reached his own 
family. 

” Hugh J. Jewett, recent pre.sident of the Erie Railway Company, who died in 
March, 1898, left by his will to his sons and daughters equal shares of his hold¬ 
ings in the trust certificates of the Standard ()il Trust. 

” Clement A. (Jriscom, tor many years a direc'tor in the Pennsylvania Railroad 
Company, testified on April 30, 1888 (p. 395), before a Congres.sional committee, 
that he then was iiresident of the National Transit Company, the principal pipe¬ 
line company in the Standard Oil trust, with over $35,000,000 of capital, and had 
onen so connected since its formation in 1881 or 1883. 

I Procoedings of Hepburn Committee, p. ' Ibid, p. IWiit. 
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‘ ■ This rloarly proves iny assertion that rebates or freight discriminations created 
the Standard Oil monopoly, out of which came forth in 1882 the great Standard 
()il Trust, the originator of all the other trusts, receiving corresponding rebates 
on the transportation of general products, the resulting effects of which are that 
about nine-tenths of the eorumercc of the country is controlled by a score of men, 
who dictate and exact from the masses high-tai’iff transportation rates, while 
ilu'ir own goods are carried at nominal figures, which is notbinfrmoreor less than 
the levying of an (unbargo, or secret indirect heavy confiscation tax upon gencsral 
ivroduction and manufactured products, in the interest of a few men, to the de¬ 
struction of all private industrial interests .with large depreciation also of personal 
and realty holdings. 

“MY EXPERIENCE. 

“In 187fi I commenced the refining of petroleum with a capaieity of liOO barrels 
p(U' weelf, and later on increased same to 3,000 barrels a weeh, or 100,000 baiTcls 
per annum. In 1870, I became interested in an investigation by the Ohio legisla¬ 
ture of fndght discriminatii ms. which came to naught and practically had no apiire- 
(uable effect, although it was proven that inde|)endent refineries at Marietta 
liad to pay .70 per cent more freight than did tlie Standard Oil monopoly. Being 
thus shut out of the markets to the north, oast, and we.st, I turned my attention 
to the south, when I was again ])ereniptonly brouglit up with a short and deci¬ 
sive turn by an attack of the railroads at both ends of the line, through the tire¬ 
less. smokeless rebate, or fndght discriminations, not only upon the manufactured 
products, but also upon the transportation of crude petroleum to my refinery. 

“Outsider of rebates or fi'ei,ght discriminations 1 had no show with the Standard 
Oil trust, becau.se of their unlawfully acquired monopoly, by which they <a)uld 
temporarily (mt oidy my customers' prices, and below cost, leaving tlu! balance of 
the town, inne-teuths. uncut. This they can easily do without any appixiciablc 
harm to their general trade, and thus effectually wipe out all competition, as fully 
set forth. Standard Oil prices generally wpr(“ so high that 1 could sell my 
goods 3 to d cents a gallon below their prices and make a nice profit, but these 
savage attacks and cuts upon my customers' goods, and their consequent loss, 
plainly showed to them theii power for evil, and the uselessness to contend against 
such odds. ,nid they would buy no more of my oil." 

Q. (By Mr. Ratoiiford.) A question there, if you please. At the beginning 
of that paragi-aph you .said that, outsidi! of rebates and freiglit discriminations, 
you have no show with the Standard Oil Trust'?—A. Ye.s, I say that. I mean by 
that their power of monopoly. That is, by their gidting this great wealth, they 
can jump right on to my cars of oil, outside of rebati's or freight discriminations. 
They can clean me out on any one car I may send co any one town. 

Q. Is it not a fact that your contention is that the Standard Oil Company has 
its greatest advantage ovtu you and other independent prodmiers in the matter of 
rebates and freight discriminations?—A. Certainly, that is the whole thing. 

y. You say that outside of this they have a great advantage over you. Where 
is if'?—A They get this great jiower through the.se rebates and from discrimina¬ 
tions. They, for instance, could lose a moderate amount of money in any one 
town, which 'would not affect all the rest. That is what I had reference to in 
that. 

■‘PLEASE TERN ANOTHER SCREW."' 

(Reading;) “ In 1881 a Standard official wrote to ,1. M. Culp, the general freight 
agent of the Loirisville and Nashville Railroad Company, to turn anotlier screw 
upon my shipments, which they did in .7 days, exacting from me 70 per cent more 
freight, which shnt me out of the Tennessee markets.'' 

I have the original letter if you would like to see it. 

(By several of the Commissioners.) Yes. 

The Witness. I think I have a facsimile of it, too. It is a very nice letter to 
S(.;e. Here is the original. 1 will present this to the chairman, and here is the 
fac.simile of the original. 

Q. (By Mr. Smyth.) This was before the interstate-commerce law'?—A. Yes, 
certainly ; but that does not help them out. Rebates were utdawful before the 
interstate-commerce law, just as unlawful as they are now. 

Q. "Were the letters Mr. Archbold read regarding rates before 1887'?—.A. I will 
come to freight discriminations since 1887 in my own cases. 

Q. (By Mr. Ci.auke.) Can we not have this letter read? 

'The 'Witness. I will read it. Chess.Carley & Co., who signed this letter, were 
a branch of the Standard Oil Company at that time, and they wrote a letter to 


* lip. 717, 74rt; Mr. Pajfo, p. 7*>1. 
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J. M. Culp, who was general freight agent of the Louisville and Nasliville Rail¬ 
road. This is the original stamp of receipt by the railroad company: “ J. M. 
Culp, General Freight Agent.” 

Now, before I read the letter I want to say that Wilkinson & Co. were my agents 
in Tennessee. 


Chess, Cabley & Co., Louisville. 

J. M. Culp, Esq., O. F. A. 

Deab Sib: Wilkinson & Co., Nashville, received car of oil Monday, 13th, 70 
1)1)1.. which we .suspect .slipped thro’ on the nxual 5th-cl.asa rate—" in fact, we might 
■say,” we know it did—paying only $41.50 freight from here. Charges $57.40. 
Please turn another .screw. 

Yours, truly. Chess. Cabley & Co. 

June 16, '81. 

That screw was turned on me to the extent of 50 per cent in 5 days.' 

Q. (By Senator Kyle.) Thatcontract he speaks about was the same as charged 
the Standard Oil Company to that point, was it?—A. Ye.s; I .suppose it was. 

Q. (By Mr..JnNK.s.) $41.50?—A. Well, let us say $41.50; I do not know about 
that, whether tlie same as ch,arged, $41.50. 

Q. (By Senator Kyle,) You have not an inside rate?—A. No. 

Q. (By Mr. Farquhab.) Is not $-t1..50 the open rate?— A. No; I will tell how it 
is. The $41 ..50 is the rate from Louisville to Nashville and the $57.40 was the 
previous rate from Marietta to Louisville. 

Q. (By Mr. Pm llhh, ) Then do I understand they added 50 per cent after that?— 
A. Yes, .50 per cent; the road raised the rates on me, but they did not on the 
Standard. 

Q. (By Mr. Farquhab.) Did they make that rate?—A. No, that was the open 
tariff rate. 

Q. It was not a discriminating rate particularly against your product in this 
inattor, but they had made a new rate for all?—A. Why, yes, certainly; the tariff 
rates are publislu'd rates. I paid tariff rates and the Standard paid less rates. 

y. (By Mr. Pllir.Lll>s.) Was there any other competitor considered at that time 
hut yourself?—A. I do not recollect now. I think I was about the only competitor 
about that time; that is my impression; it was a good many years ago. I do not 
recollect. 

Q. (By Mr. Clarke.) How do you know that they did not make the .same rate 
to the Standard?—A. I do not know, but it is fair to presume they did not on all 
past exiierience. I do not know it certainly. I can not prove it: it is a pretty 
hard thing to prove rate discriminations. 

(J. (By Senator Kyle.) You do not think they intended to tuni another screw 
on themselves?—A. I do not think so, 

Q. (By Mr. Smyth.) I should think that if you could get this letter, you might 
find out how much the Standard Oil Company paid.—A. I guess one would have 
a nice time doing that. I would like to see you come here and bring an action in 
court and get them to show their books. 

f^. You had a nice time in getting this letter?—A. Yes, I did. 

(J. I thought that if you could get that from the railroad you could find out 
what the rates were?—A. You can not sue a railroad; you can not get tlieir books. 

Q. I was only comparing; it seemed to me that if you could get that letter you 
could also find out what tlic rates were?—A. How could I? What good would 
that ilo? 

Q. That is what I want to know. I do not know how you got this letter.—A. No. 

Q. If you are able to get the private correspondence of the railroad company, 
why are you not .able to find out wlmt their private rates arc?—A. Some things 
are impossible, and that is one of them. It is a mighty hard thing to find out 
rebates.- 

Q. The rates must be on the books, you know; it must .show in some way.—A. 
1 do not know about that, whether it shows on the books or not. 

Q. (By Mr. Farquhab.) Of your own knowledge, do you knowthat other par¬ 
ties hud to pay this particular rate the same as you had to?—A. I do not know 
that, but if they shipped they would; of course they would. 

Q. It was well understood that that was the rate made and given out to all ship¬ 
pers?—A. I have always shipped on tariff rates, and, of course, they were pubhc 
to everybody. 


) 8oo p. SlIO 3 As to bow tbo lottor unmo into Mr. Rico'a bauds, aeo Mr. p. 786. 
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THE CLEVELAND AND MARIETTA RAILWAY CASE.' 

(Reading:) “Phineaa Pease, receiver of the Cleveland and Marietta Railroad 
Company, under the iurisdiotion of a United States court, suddenly doubles its 
crude petroleum freights on me, without previous notification or warning, from 
171 cents a barrel to 35, in the carriage of same 25 miles from the oil-producing 
fields of Mackshurg to Marietta, Ohio, where my refinery was hxjated, while at 
the same time he makes a rate to the Standard (5il Trust of 10 cents a barrel, or 
2,50 per cent of a discrimination agaiiLst my shipments.” 

CJ. (By Mr. Smyth.) What proof have you of that?—A. You will see it right 
along as I come to it; there is jdenty of it. 

(Reading:) “ Not satisfied with that, the trust demanded of the receiver, in .addi¬ 
tion thereto, under threat to remove its husine.ss from ids roa((, that the 2.5 cents 
per barrel so paid by Mr. Rice in excess of tariff rates be paid over to the Standard 
Oil Trust for the privilege of the road having its business to do, and it was so ])aid. 
In other words, Mr. Rice was compelled not only to pay his own freight, hut the 
freight of his rival in the bu.siness, and 15 cents per barrel to his rival besides, for 
the privilege of living and doing busine-ss. 

“ To ho sure of its victim and secure the spoils, the Standard Oil Trust pay the 
local railroad freight agent at Marietta $25 per month to collect and turn over to 
the trust this enforced freight contribution, which ho did.” 

The Witness. I will put in as exhibits extracts froiti two letters to prove both 
statements. 

Pease to Rapello, Fehnuinj 2,7, 1SS5. 

“ But Mr. O’Day coinjielled Mr. Terry to make a .'15-cent rate on all other oil going 
to Marietta, and that we should make the rebate of 25 cents per barrel on all oil 
shipped by other p.artie.s, and that the rebate should be paid over to them (the 
Standard Oil Company), thus giving us 10 cents per barrel for all oil shipped to 
Marietta, and the rebate of 25 cents per barrel going to the Standard Oil Com¬ 
pany, making that company, say, $'25 per day clear money on Mr. George Rice's 
oil alone. 

“ In order to save the oil trade along our line, and especially to sav».' the Stand.ard 
Oil trade, which would amount to 7 times as much as Mr. Rice's, Mr. Terry ver¬ 
bally agreed to the arrangement, which, upon his report to me, I reluctantly 
acquiesced in. feeling that I could not affoi-d to los(! the shipment of 7l)0 barrels 
of oil per day from the Standard Oil Company. But when Mr. Terry issued 
instructions that on and after February 23 the rate of oil would be :35 cents per 
barrel to Marietta, Mr. George Rice, who has a refinery in Marietta, very natu¬ 
rally called on me yesterday and notified me that he would not submit to the 
advance, because the business would not ,iu.stify it, and that the move was made 
by the Standard Oil Company to crush him out. (Too true.) Mr. Rice said: ‘I 
am willing to continue the 174-ccnt rate which I have been paying from Decem¬ 
ber to this date.* 

“Now, the (piestion naturally presents itself to my mind, if Mr. George Rice 
should see fit to prosecute the case on the ground of unjust discrimination, would 
the receiver be held, as the manager of this property, for violation of law? While 
I am determined to use all honorable means to secure traffic for the company, I 
am not willing to do an illegal act (if this can bo called illegal), and lay this com¬ 
pany liable for damages. Mr. Terry is able to explain all minor questions relative 
to this matter. 

“ Hoping for your careful consideration of this matter and an early reply, I 
remain, sir, truly yours, 

“ P. Pease, 

“ Receiver and (leiieral Manager." 

Rapello to Pease, March188,’i. 

“ That company also owns the pipes through which oil is conveyed from the 
wells, owned by individuals, to your railroad, except those pipes leading from the 
wells of Mr. George Rice, which pipes are his own. 

“ The company has or can acquire facilities for storing all its oil until such time 
as it can lay pipes to Marietta and thus deqirive your company of the carriage of 
all its oil. The amount of oil shipped by Mr. Rico is comparatively small; say a 
quantity sufficient to yield $300 per month for freight. 

“ The Standard Oil Company threatens to store, and afterwards pipe, all oil 


> See Mr. Lockwood, i)p.JJ9J),4(U; Mr. ArchliKild, pp 
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imderits control, unless yon make the following arrangement, viz; Yon shall make 
a uniform rate of 35 cents per barrel for all persons excepting the Standard Oil 
Company; you shall cliarge them 10 cents jier barrel tor oil, and also pay them 35 
cents per barrel out of the 35 (;ents collected from other shippers. * » » 

•‘ Yon may agree to carry all such oil of the Standard Oil Comi)any or of others 
delivered to your roa<l through their piiie.s at 10 cent.s per barrel. Yon may also 
charge all other shippers 35 cents per barrel freight, even though they ileliver oil to 
yonr road through their own pipes; and this, I gather from your letter and from 
Mr. Terry, would include Mr. Ric(;. 

•• You are at liberty,also, to arrange for the payimmt of afreight by the Stand¬ 
ard (Oil Company, calculated upon the following basis, viz: Such com])any to be 
charged an amount e(jual to 10 (tents per barrel, less an amount ecpiivalent to 35 
cents per barrel u])ou all oil ship[ied by Ri(.'e, the agreement betwi'en you ami the 
company thus being that the charge to lx; paid by them is a certain sutn ascertained 
by snch a calcnlation. If it is impracticable so to arrange the business that the 
Standard Oil Company shall, in effect, collect; the 35 cents per barrel from those 
j)erBons using the company's pipes from the wells to the railroad wit liont its ])a.ss- 
ing into yonr hands, you may projK'idy also deduct from the price to be paid by 
the com|iauy an amountecpial to 35 cents pen- barrel upon the oil .shipped by such 
persons. 

••Provided yonr accounts, bills, vouchers, etc., are consistent with the real 
arrangement actually made, you will incur no personal respcmsibility l)y carrying 
out such an arrangement as I suggest. 

•• It is possible that, by a proper ai)plication to the court, some jjerson may pre¬ 
vent you in future from p(!rmitting any discrimination. Even if Mr. Ric(! should 
compel you, siibseipiently, to refund to him the exce.ss charged over the Standard 
Oil Conijiany, the result would not.be a lo.ss b; your ro,-id, taking into consideration 
the receipts from the Standard (til Company, if I understiind correctly the figures. 
There isno tlieory, however, in my opinion, under the decisions of theVourts relat¬ 
ing to thi.s subject, niton which, tor thepurpo.se, an action could be successfully 
maintained in this instance. 

•• Yours, truly. EltWAliU S. R.U’F.LLO." 


Now, I u'ill read .Itidge Baxter's decision [rtiading]: United States .Judge John 
Baxter delivers the following opinion of the court in Handy et al. >\ Cleveland ami 
Mariettii Railway Company et .i.l. (Federal Reporter, vol.Jl', ]>. (>'.I3. Circuit court, 
sontliern district of Oliio, E. D,, 18HT): 

“ It appears that the Standard <5il Company and (Jeorgt; Riee were comp(‘titors 
in the Itnsine.ss of retining oil; that each ohtained .supplies in tlii' neighborhood of 
Maclisliurg. a station of said railroad, from whence the same was carried to 
Mjirietta or Cleveland, and that for this .stu’vice both were opiallv dependent on 
the railroiid, then in the hands of the receiver. 

•• ft further .appears that the St.indard Oil Company desired to ■crush* Rice and 
his biisimis.s, and th.it,under a threat of hnilding a pipe for tho conveyance of its 
oil,and withdrawing its patronage from the rectuver, O'Day,one of its agents, 
' comiielled Terry,’ who was acting for and in belnilf of the receiver, to carry its 
oil at to cents per barrel and charge Rice 35 cents per barrel for a like service,'iind 
pay it 3.) citnfs out of each 35 cents thus exacted from Rice,' making,' in the judg¬ 
ment of the receiver, p(‘r day cletir nioiiey’ for it •on Rice'.s oil alone.’ 

•• But it is due tii the receiver to say that, notwithstiiiKiing his admitted ‘ reluc¬ 
tant acipiiescence' in the contract made by Terry on his b(‘half, and the indorse¬ 
ment thereof by Rapello, and the further conceded fact lhat lie charged the Stand¬ 
ard Oil Coinpany 10cent.s ,'ind Rice ;I5 cents per barrel,as afore.said, ho denies that 
he ever paid to the Standard Oil Company any iiart of (he money ever received 
from Rice. We will therefore, for the present, accept his iiffirmation touching 
this matter as true.” 


In Ji parenthesis I Inive stated here •• Subsequent proceedings proved the state¬ 
ment ot the receiver in this respect was false."' IReading:) •• But why should 
Rich be rwpnriid to pay 3.5() jier cent more for the carriage (if his oil than was 
ex.acled Irom his competitor'i' The answer is that thereby the receiver could 
increase his earnings. This pretense is not true. But, suppose it wa.s, would that 
timt pistity, or even mitigate, the injustice done to Rice'f May a receiver of a 
court, in the management of a railroad, thus discriminate between parties having 
equat claims upon him, because thoreliy he can accumulate money for the litigants? 
tt ha.s been repeatedly ad,iudgod that he can not legally (lo so. kailroads are con¬ 
structed tor the common and (.'(pial benefit of all persons wishing to avail themselves 


• Soe p. 568. 




708 HEARINGS BEFORE THE INDUSTRIAL COMMISSION. 


of tli(^ faoilitios which they aflfonl. While tlio leKal title thereof is in the corpora¬ 
tion of individuals owning them and to that extent private proijerty, they are, by 
the law and coiLsent of the owners, dedicated to the public use. By its chai'ter 
and tlie general coiiteinporaneou.s laws of the State, which constitute the contract 
between the public and the railroad company, the State, in consideration of the 
undertaking of the corporators to build, e(iuip, keep in repair, and operate said 
road for the public accommodation, authorized it to demand reasonable compen¬ 
sation, from everyone availing himself of its facilities, for the fervices rendered. 
But this franchise carried with it other and correlative oldigations. Among 
these is the obligation to carry for every person ottering business, under like cir¬ 
cumstances, at the saitie rate. All unjust discriminations are in violation of the 
sound inrblic ])olicy and are forbidden by law.” 

This was before the interstate-commerce act. 

((Continuing reading:) “We have had frecpient occasions to enunemto and en¬ 
force this doctrine in the past few years. If it were not so the managers of rail¬ 
ways, in collusion with others in command of large capital, could control the 
business of the country, at least to the extent that tlie business was dependent on 
railroad transportation for its succe.ss, and make and unm.ake the fortum's of men 
at will. 

“The idea is ju.stly abhorrent to all fair minds. No such dangerous power can 
be tolerated. Except in the mode of using them, every citizen has the sanu! right 
to demand the services of railroads on equal terms that they have to the u.se of a 
public highway or the Government m<ails; and hence, when iii the vici.s.situdes of 
business a railroad corporation becomes insolvent, and is .seized by a court, and 
phmed in the hands of a receiver to bo by him operated iiendiug tlie litigation and 
until the rights of the litigants can be judicially ascertained .and declared, the 
court is as much bound to protect the public interests therein as it is to protect 
and enforce the rights of mortgagors and mortgagees. But after the receiver has 
performed all obligations duo the juiblic and to every member of it—that is to say, 
after carrying passengers and freight offered for a reasonable compensation, not 
exceeding the maximum authorized by law, if such maximum rates shall have 
been prescribed, upon ecpial terms to all—he may make for the litigants as much 
money as the road thus managed is c.aiiable of earning. But all attempts to accumu¬ 
late money for the benefit of the corporators or tlieir creditors by making one 
shipper pay tribute to his rival iu business at the rate of per day or any greater 
or less sum, thereby enriching one and impoverishing .another, is a gross, illegal, 
and inexcTisable abu.sts of a public trust that calls for the severest reprehension. 

"The discrimination complained of in this case is so wanton and oi)i)ressive it 
could hardly h,ave been accepted by an honest man, having (lue regard for the 
rights of others, or conceded by a just and competent receiver, who compre¬ 
hended the nature and responsibility of his office; and a judge who would tolerate 
such a wrong or retain a receiver capable of perpetrating it ought to be im¬ 
peached and degr.aded from his position. 

“A good deal more might be .said in condemnation of the unparalleled wrong 
complained of, but we forbear. The receiver will be removed. 

“ The matter will be referred to a master to ascertain and report the amount 
that has been as aforesaid unlawfully exacted by the receiver from Ilii:o, which 
sum, when ascertained, will be repaid to hinn The master will also inquire and 
report whether any part of the unmey collected by the receiver from Rice has 
be-en paid to the Standard Oil Company, and if so. how much, to the end that if 
any such payments have been made suit may be instituted for its recovery.” 

(5. (By Mr. Jenks.) This is the formal decision of the coui-t?—A. Simply. 

Q. (By Senator Kyle.) What was the outcome of that matter?—A. The court 
appointtsl a master commissioner, who is the present elected governor of Ohio, 
Geoi'ge K. Nash. The court appointed him a master commissioner to investigate 
this matter, and he found these to be the facta of the case as I have stated them 
here. 

(J. (By Mr. .Tknks.) Did you collect the money paid over?—A. Yes. It was 
not very much. I got on to it right (juick, so it did not injure me much. As 
soon as they doubled the rate of freight on me I thought there was something 
wrong. I immediately went to Cambridge, to the headquarters of the road, in per¬ 
son, to see the receiver, and asked him why my freight rates had been doubled. 
He pretended to know scarcely anything about it. He says: “That is a matter 
that belongs to the freight agent. I understand there has been an advance; I 
understand it is nece8.sary that the road should have more revenue.” That is the 
substance of the interview; but he gave me to understand that the rates were 
going to remain. He did not give me any good reason why they were advanced, 
but I, of course, thought there was something up, and 1 went back and got up a 
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oorreaponilenco with him to jmt him down on paper to see where he would land, 
whether ho would make any evasions or give mo some reasons by which I conld 
find out what the trouble was. Ho made some replies that were not to the point, 
and I had counsel at Marietta write to Judge Baxter, who had (diarge of this 
road of which Phincais Pease was receiver, asking if a private heaving could not 
he had hefore him in (diambers upon what these letters showed. He grant<‘d the 
rispiest at once. I went down to Cincinnati with my attorney, and the local 
attorney of the road w(mt down, and ho owned up the whole business right there 
before .Judge Baxter, although this thing had all passed through the hands of 
ex-.Tudge R.'HHdlo, of N(!w York City, who was then the hading counsel of the 
road. That is the way it came out. 

Q. (By Mr. Faiwjiihar.) Do yon know whether it was cu.stomary in those days, 
before the interstate-commerce law was passed, for the receivers usually, under 
instructions from the courts, to get all out of a road it was possible to get for 
the benefit of the sto(;kholdersf—A. I do not know anything of that kind. I do 
not think, though, that any receiver of a road shouhl charge any less to a big 
shipper than to a small shipper, because it violates the law, the common law of 
the land, which no road had a right to do even before the interstate-commerco 
law, as .Judge Baxter here s,ays. It was just as bad before 18S7; it was unlawful. 
As I understand it, the only additional thing that was put into the interstate- 
commen’c act was the penalty clau.sc, by which every shipper and every carrier 
is subject ti i a, penalty of .'S.J.hOO and two years in the penitcmtiary for each and every 
offense. And what gooil has it done? They discriminate every day just as much 
as they over did. It has had no effect whatever, and I can show it as I go along 
here by my own cas(‘s before the Interstate Commerce Commission. 

Q. lias it not been a fact that there wore some very great discriminations made 
by receivers in giving rates?—A. I do not know that. 

y. As against all competing roads, and the court itself would sustain them in 
working for the benefit of stoc'kholders, to get all the revenue it was possible to 
get out of it?—A. No; I do not think that any honest judge would evei- decide 
that a raih-oad could discriminate in favor of a large sliipper against the small 

shiiUKU'. 

Is it not a fact that in some cases receivers have discriminated and cut rate.s 
on their road?—A. Right tlnu-e in my own case they did; and here an; Receivers 
Cowcn ami Murray admitting it thc‘m.selves, when they wrote the letter to the 
Tntcrstat;; Commerce Commis.sion, December, 18!)S, that they were giving rebates; 
miminally doing it. 

y. (By Mr. Ratoiiforh. ) Is it not a fact that the managers of railways gener¬ 
ally follow that practice, disci iniinating in rates to all large shippers and giving 
theminsidi; price.s?—A. Why, certainly. 

y. That is your observation, is it?—A. A’es, certainly. 

y. That Ixnng the case, does it not follow that receivers necessarily have to 
resort to the same practice in order to compete?—A. Well, I do not think that 
receivers of arailroad ought to violate the law. No inaiioughtto; but in p.articu- 
lar. receivers of a road; it does not make any difT(;rence how it strikes the road. 

y. Do you recognize their in.ability fo compete in case they do not resort to the 
same practice?—A. Very likely they ilo; but the re(;eiver isspeiually appointed by 
the court, and it is supposed that tlie courts do not want to sanction any unlaw¬ 
ful act. 1 mean to say there is a greater obligation on receivers of a railroad not 
to discriminate, because they are appointed by the court and are umler the juris¬ 
diction of the court. Supposing the railroad does lose freight—that is no reason; 
they must obey tin; law. That is the trouble with this country—our laws are 
not obeyed nor enforceil. 

THE STANDARD HUES tNTO THE OEdOEliY nUSINES.S. 

(Reading:) “ Threats and intimidations, highwayman tactics, used by the 
(:h(;.ss Cavley Company (Standard (til) on my agents, that ‘ competition will not 
be confined to coal oil or any one article.’ Also ‘ that the Standai'd (til Company 
had authorized him to spend $10,000 to breakupany concern that bought oilfrom 
anyone (;lse.’ ” 

Now I refer to one of my exhibits, B, p. 84, for that.' 

Q- (By Mr. Jen Ks. ) Perhaps y( )u can state in a word what the substance of this 
is and then imt it in as an exhibit; it will save you some time?—A. Well, it is 


> The exhibit reforri'd to is a printed lx>f>k of some 275 pages, written and (;ot)yrigIited by Mr, 
P"";; is as follows: “Stjuidard Oil ComNiny, first dcade, ]H<2 to 1SS2; profits, 
Standard Oil Trust, second deca(ie, 1882 to 1892; profits, $34(i,493,(177. Total profits, 
$801,907,832 in twenty years." 
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raorply that the Chess Carley Conipaiiy wrote iny agents, Wilkinson & Co., at 
Nashville, threatening letters, of which I have copies in my oxhihits. They had 
tried to buy them out, and made threats that if they did not come to time they 
would not only cut the prices of oil, but all the general goods that they sold; that 
was the .sulxstance of it, but I have it all here. 

Q. I understand from what you have said elsewhere that they did, as a matter 
of fact, set up a separate grocery store?—A. Oh, no, not at that point; that was 
■at another place; that was in Mississippi. 

tj. But that was this same company that did subsequently set up a gr(K;ery 
storoV—A. Yes. 

Q. In order to drive the rivals out?—A. That is right; this .same company. 

(Iteadiiig:) •' Rust-proof o.ats, moats, BUg<ar, c.oifee used as weapons liy the Stand¬ 
ard Oil Monopoly to kill off competition. 

“R.M. Fraser, general freight agent of the Marietta and Cincinnati Railroad, 

wires a Standai’d official as follows: ‘-, at Marietta, is inquiring for rates 

of freight on oil to Chillicothe. Don't you control that field?’ Colonel Thomp¬ 
son (he was a Standard official) to Mr. Fraser: 'Yes, that is our meat.’ {B8.5)" 

y. (By Mr. Smyth.) Will you give us the date of that telegram'?—A. I do not 
know whether I have the date. I refer to B 8.’).'’ I do not know whether there is 
a date to it or not: but it is all true, all the .same. 

Q. (By Mr. F.vuquH.iK.) This occurred in 1881, did it not'?—A. 1 guess along in 
there. I calculated that all these things where there were not dates would come 
along about in chronological order. 

y. Did you get the name that you had left blank in the copy of the telegr.am'?— 
A. Well, no; 1 did not get the name. It came over by wire, and a friend of mine, 
hearing it going over the wire, gave it to me. He was a telegraph operator him¬ 
self. 

(Reading:) “ Standard Oil also establishes a grocery house at Columbus. Miss., 
and sells groceries at cost in order to force merchants to buy their oil. (B 80,)" 

There is (piite an extensive account in connection with that. 

y. (By Senator Kylk.) How prev.alent is tluit custom with the Standard (Ml 
Company?—A. It is not so iiriwalent now, because tlu'y are establishing their 
agencies all over the United States—separate agencies—and tliey do not have t< > go 
into that kind of work.' 

y. Threats iire made and have been made—they resort to threats'?—A. Dh.yes; 
thei'e is no trouble about that. 

RATES DOUHI.Kl) FOR MR. RICH, UNCHA.NOKl) FOR THE STANDARD. 

(Reading:) “ The Stamlard Oil Trust makes contract with a merchant of New 
Orleans to pay him the sum of $18,000 not to handle my oils (B 118), and while I 
was down there to reestablish another agency I was apprised by wire that my 
rates to Memphis and New Orle.ans were doubled without i>revious warning.” 

Th.at was to discourage me from establishing .another agency; but I did it, all 
the same. I went on amt got another man to take hold, and when I got back to 
Cincinnati I stopped off to find out what this meant.- 1 called upon the general 
freight agent of the ro;id, and he said that the connecting line was all the trouble. 
You know the initial line makes the rate, and- Mr. Fraser was the general freight 
agent of the initial line out of Marietta, but he made the excuse that the connect¬ 
ing line caused the trouble. I ilid not get any satisfaction, and I said that I would 
like to see the president of the road, Mr. Orland Smith. I said. “ Mr. Smith, why 
h:is my freight rate been doubled all at once without any w.arning'?'' He did not 
seem to know anything about it, but I guess he did. He called Mr. Fraser in and 
said. “What is tliis trouble with Mr. Rice about these rates?'’ Mr. Fraser said: 
“ The connecting linos have been writing us and writing u.s that they must have 
their freight rates advanced; the,vcoul<l not see any other way to do.” Well, what, 
do you .suppose they did? After two oi- three months' eorresponilence they 
restored my rate, but in the following year they put up a ,iob on me that stood, by 
which on .July l.'i, 188(1. they set up a rate on my shipments, on all of my ship¬ 
ments—they were abimt all from Marietta—from 4ii to I(i2 per cent. They never 
raised the rates on the Standard Oil Conmany 1 com, which had a big refinery at 
Parkersburg, 12 miles from Miirietta. The tariff rates from Imth i)oints were 
exactly equal. On subsequent investigation I got the attorney-general of Ohio to 
bring an action, and I laire all the expen.ses of it, to forfeit the charters of the 
Cincinnati, B.altimore and Washington Railroad and the (^ueen and Crescent Rtjad 
for these accursed di.scriminations. I sp(!nt a lot of money and it took a lot of 
time, and I got a verdict from the supreme court after a while saying that they should 


1 See Mr. Pago, p. 7(8, 

3The telegrams appear, without date, in tiu' witness’s "Exhiltit B,” p. 
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not do it any more; and it did not amount to anything. They continued to do it 
right along under iny nose. And it shut up 19 agencies out of 24 and shut me out 
of 39 towns in 73 in 5 months; that is what it did. And these men here, Orland 
Smith and R. M. Fraser, are responsible for this collusion to ruin my business. 

Q. (By Mr. Farquhar.) What year was this thing in?—A. In 1886. 

Q. (By Mr. Smyth.) Were the published rates the same from Parkersburg as 
from Marietta?—A. Yes. 

Q. Yon l)eliove that the Standard Oil Company received a rebate?—A. I proved 
43 to 162 ])er cent. I went into court and proved it before a referee. There were 
2 suits to forfeit the charters, and the court said they could not do this any more. 
It was a very fine, sweet verdict. Of course, it had no effecd. 

Q. (By Mr. Jknks.) In connection with the statement that (he Standard Oil 
Trust made a (H)utract with a merchant of New Orleans to pay him the sum of 
$48,000 not to handle the oil, in the exhibit that is given, you set out the contnvct 
in full?—A. Yes. 

Q. You are perfectly certain as to the trustworthiness of this?—A. Ye.s, of 
course; because I got the facts right from the party, Mr. Ong. I got the con¬ 
tract; without a (luestion these are genuine contracts. 

Q. Mr. Ong gave you the contracts?—A. Oh. yes; they are absolute facts. They 
are the contra(^ts without a fpieRtion. These are the genuine contracts.' 

(Reading:) “ October 15,1886, a friend of mine writes me from Cleveland as to 
inside rates given to the Standard Oil Trust as follows: ‘ They say that they only 
get so many tons of freight and so many dollar.s and cents in payment of so much 
tonnage. Caji't tell whether in barrels or tank cars.’ ” 

(Reading:) “The general freight agent of the Little Rock and Memphis Rail¬ 
road Company wrote me on November 17,1890, as follows: ‘ We are hauling your 
oil. This, of course, we (sxpeet, a.s common carriers, to be compelled to do. It 
is a fact, nevertheless, that on account of handling your oil the Standard Oil Com¬ 
pany will not route any of their freight over our lines. As a conHecpience, we 
have none of their tanks.’ ” 

That is viiry nice. 

(Reading:) “ By tlnj power and fear of the Standard Oil Trust I have paid 5 
cents a harrel more for crude oil than tlie regular established market price of the 
trust for additional stock to run my refinery.” 

TANK-C.\U DISCRIMINATIONS. 


‘‘Can’t purcha.so tank cars exce])t tVn* cash, because of my ‘supix>sed contro¬ 
versy’ with the Standard Oil Coini)any.”‘^ 

Office of the Midton Car Works, 

Milton, Pa.. December 6’, J8S7. 

Geoikje Rick. Es<i., MoriHio. Ohio. 

MyDkarSik: We have just wired you as follows: “ Our financial friends de¬ 
cline to advance the money. We can not build them except f«.)r cash,’’ which we 
confirm. 


• Tilt) contrm-t.aa printod in the witncaa’a ‘'Exhibit B.” p. HR, is n-s follows: 

“Tlio Chess Curley Coninany, of Louisville, Ky.. as the first party to this agreement (and a 
branch of th*^ Standard (Ml Trust), hereby uffrees to pay to Richard M. Ou>f. of New Orleans, 
La., us K<^coiul part, the sunxof $4R.eO()in sixty equal iwiyments.cousistinffof one ixayment each 
month duriij}; the five years of this contract, commencing with the month of May, 1885 A. D. 

“ Tins said amount of $48,000 is in full paynmnt for the purchase by thetyhessCarleyComiMUiy 
of the entire ])r(»fits the business of R. 34. Onj? in nuplxtha, Kasoliue, and roflued iwtroloum for 
illuminating purposes. R. M. Ong hereby sella to the Chess Carley thnupany the profits of this 
braiii'liof Ins bu.sincss fluring the said period of five years.and will make no charge forttonduct¬ 
ing Hjiid busintiss except for draynge when actually incurred for full drayhxad from warehouse 
or depot. 

“R. M. Ong agrees to sell no jxstroleum for illuminating purposxjs, or naphtha, which is not 
supplietl by the Chess Carley Company.and shall la* privileged to wdl at same prices with the 
Cht!Ks Carley (’ompany to the same class of tradtt. The iuvoTttes of each month will be jxiyablo 
on the loth day of the toll owing mouth less the rebates or commission allowed to wholesale deal¬ 
ers by the consent of the Chess (Jarley Company. And the said Ong shall have the right to 
oedm t th(« aUowanc.<3 for each month of the said amount of |800 from the amount of invoices for 
tho same month. 

“ B. M. Ong }i,groes to conduct this branch of his bu.sincss in tho liest manner possible to pro¬ 
mote tho mt(*restsof tho first party, and under tho general directions of the first party, and save 
all the margins pu.ssiblo iii rocelviiy and distributing said products, and will make no charge 
mr storage in his wan^house. R. M. Ong will sell at same prices charged by the Chess Carley 
Comimny for smiie class of trade. 

“(hiKsH (’AHLiiV Company, 
“By F. L>. Caiiley, Ptesident. 

“R. M. Ono. 

‘New Okleans, La., Pcltnirif i’n, iHH.'t." 

'•* 8eo Mr. Page, p. TiK. 
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Our Mr. Dickennan returned this morning and, after using every exertion, 
failed to negotiate the deferred payments on your cars. Our financial friends 
state that they have declined to do this mainly on account of some supposed 
controversy which they claim you have had with the Standard Oil Company 
and varioms railroads in the West. They feared you could not use these cars to 
advantage if the railroads should be hostile to your interests. 

We regret this very much as we have been to considerable trouble and expense 
in making arrangements to buihl the cars, and are now seriou-sly disappointed 
at the refusal of the parties to take the deferred payments, as they had partially 
promised to do. 

We sliould be very much plea.sed to build these cars for you if you can nego- 
tiaie tile notes with your friends and pay us the cash. 

Please let us hear from you at your earliest convenience concerning your 
ability to raise the money. 

Yours, very respectfully. 


Murray. Douoai. & Co,, Limited. 


You see there was a discrimination in the carriage of oil in barrels as against 
tank cars of about 3,5 per cent; and if anybody could afford to buy tank cars— 
rolling stock for the railroad—of course, shipiiers ought to furnish railroads all 
the cars they want and then let them charge what they please-so I saw that it 
was necessary to get hold of some cars. The way it is generally done is, a person 
goes and contracts for tank cars and pays down 20 or 2.5 per cent, and then pays 
the balance in installments in 4 or 5 years; and they hold the title to the cars. 

Q. (By Mr. Farquhar.) Yet this is a business letter from Murray, Dougal& Co.; 
that if you would furnish the cash they would build the cars?—A. Yes, but the 
trouble was that that would take just so much money out of my business, and, of 
course, cramp me so much that I could not afford to do it. 

tj. You went into thi; building of tank cars afterwards?—A. Yes, I got 10 c.ars 
afterwards, later on—got the Pennsylvania Works to build them tor me and paid 
30 or 25 per cent down, and the balance in 5 years. 

Q. Do you think it was an advantage to the Standard Oil Tmst to have the tank 
cars built?—A. Well, that might be, if everybody got the same rate, if the railroad 
would furnish the siime tank cars; but they did not furnish the tank cars. Tlu^ 
Standard Oil Company in the early days bought up all the tank cars from the 
railroads, and no doubt with the understanding that they must not build any nior(,‘ 
tank cars.' The railroads have not furnished tank cars to the sliiiipers, who 
thought they ought to do it, .and they had to put lioxcars on, just as the Pennsyl¬ 
vania road did for years and years; and after the interstate act went into effect, 
the Standard got them to charge for the weight of the wooden package. 

Q. You made nuito a contention there, did you not, for a long time against the 
tank cars?—A. Why, certainly. It is all right enough if the roads would only 
fui-nish that means of c.arrying, but they will not do it; and they know that the 
independent refiners of small means can not afford to buy tank cars. Why should 
they not do this? It is the duty of the railroad to furnish all the cars that are 
necess.ary. It is only a freeze out; that is all.' 

Q. That is the question we are reaching now. You know the private-car system 
of the United States today; they are used in tran.sixirtation, refrigerator cars, and 
everythingof that kind, furnished by private corporations. Was it not a positive 
advantage to have tank cars in the transixirtation of oil?—A. No, I do not think 
it was. I think it was the gi-eatest posailile evil in petroleum transportation, for 
the reason that the railroads cairied tank cars of oil for the St<andard Oil Com¬ 
pany at a lump sum tank-car rate. I proved that before the Interstate Commerce 
Commission, lietween barrel rates and tank-car rates; that I paid four times as 
much to Birmingham, Ala. 

Q. Where they were able to furnish tank cars, did not the railroads try to dis¬ 
courage the barrel?—A. I can not answer. Why should they? 

Q. I can not say that. Was it not a condition while you wore shipping?—A. 
Yes, they did. I will say that they did it for the purpose of freezing out the 
refiners; I will answer that, "Yes.” They did it certainly, because they wanted 
to discourage the smaller ones; bei'ause the railroads a.id the trusts all work hand 
in hand together; each one owns the stock and bonds of the other, and they are all 
working in collusion and in conspiracy to freeze out all comiietition. 

Q. Did any railroads over propose that you should put on your cars and they 
would pull them for so much a mile; did they ever refuse you at all?—A. Yes. 
I have had railroads that refu.sed: I forget what the lines were. 

Q. Some roads did not?—A. Why, certainly; I will tell you something about 
the tank-car business. In 1878, J. H. Rutter, the gemu al freight agent of tlie New 
York Central and Hudson River Railroad, in an investigation before the Hepburn 

* Bog Mr. Page, p. 7()5. 
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fiommittee of the New York le^Rlaturo, put in a special tariff sheet of rates tor 
the Standard Oil Company, and in that tariff was a particular special rate on tank 
cars of |60 per tank car, lump sum, from Cleveland to New York, which would he 
80 cents a haiTel. The outside rate was $1.00 a barrel to all competitors. They 
also got a reduction off that 60 cents for the carriage of crude oil from the oil 
regions to the refineries at Cleveland, 35 cents per barrel of crude. Fourteen bar¬ 
rels of crude at 3.5 cents were allowed for 10 barrels of refined shipped from Cleve¬ 
land to New York. That made $4.00 drawback. The freight on 10 barrels, at 80 
cents a barrel, would be ,$6; $6 le.ss $4.00 drawback is $1.10, for transporting 10 
barrels of oil from Cleveland to New York. That is 11 cents a barrel as against 
$1,00, or 1,800 per cent discrimination.' 

Q. (By Mr. Smyth.) Do you know any railroad in this country tb.at owns tank 
cars?—A. I think the Pennsylvania Railroad has a lot of tank cars, or did have; 
but in the early days it was almost impossible for a competitor to g(‘t the use of 
them; the Standard Oil Trust had pr;M;tically the; exidusive use of tln'in. 

Q. Is it not the custom in all oil refineries, both in petroleum and cotton-seed 
oil, that the tank cars are owned by the refiners?—A. Yes; to a certain extent I 
think the cotton-seed oil refiners are owning their own c;irK. 

Q. And the railroad companies do not furnish any cars?—A. I think not. 

Q. (By Ml. Ratchfokd.) You are aware that the representatives of the Stand¬ 
ard Oil Company have statinl before this commis.sion that no suclrthing as rebates 
were given them-A. (Interrupting:) Since the interstate-commerce .act? 

Q. Yes.—A. Yes; 1 will como to that. 

(cj. And the claims that you have just mentioned, referring to the rate from Cleve¬ 
land to New York, you should support by the strongest iiossible testimony that 
yon can present. Proof is what we want.—A. Well, I am going to give it to you 
as I go ;ilong. I am going to give you plenty of proof as to freight discrimination 
since the interstate-commerce law went into effect. I w.as coming to that; I have 
not got to that yet. 

(Reading:) “I have for years vainly sought Government in-otection through 
Congress and the Interstate Commerce Commi.ssion. and get it not; also through 
State legislatures, and get it not; through the courts, and get it not. Soon there 
will be trouble in this land if such nefarious work does not cease, for anarchy 
will be supreme. The railways and the trusts are run I'onjointly on a fraudulent, 
dishonest, and ilestructive basis. The channels of trade and transportation are 
no longer open free to the people at large. Our greatest criminals and corrup¬ 
tionists are at the head of these mighty and all-powerful institutio ns, who also 
use their vast resources to corrupt our jiolitics. They have no fear of the law, 
hetiause of the fabulous fortunes so easily and (piickly obtained, from which they 
expect to buy immunity. 

“ It is (piite evident our Government is a failure, because of nonenforcement of 
our laws against this piratical crew who infest our inland commerce under the 
secret cover of unlawful rebates and commissions and thus rob the people out of 
hundreils of millions of dollars, 

“The trusts ;ire worse than the pirates of the seas, for they sailed in the open; 
and, though they gave no (juarter, they did their work under their own pirate 
flag, and not under the livery of the law. 

“I haveluida number of applications from unknown correspondents to tak(! 
hold (jf new oil developments in different States, and have invariably replied that 
it would be useless, tluit however prolific an oil field might he, it would be made 
nnprofitabhi and no money in it, as against the jiower of the Standard Oil 
monoptdy over the rail lines of this country." 

Whereupon at 1 p. m. the commission took a recess until 3 o'clock p. in. 

The commission met at 3.15 p.in.. Chairman Kyle pre.siding. Geoimik Rick 
again on the stand and examination re.sumed. 

y. (By Senator Kvle.) You may proceed.—A. (Reading.) 

“JOHN D. ARCHBOLD AND HENRY H. BOOEES, TRUSTEES OP THE STANDARD OIL 
TRUST, TESTIFY BEFORE THIS COMMISSION, SEPTEMBER 8 AND 9, THAT THIS 
TRUST HAS NOT RECEIVED DISCBIMINATINCI FREIOIIT RATES SINCE THE 
INTERSTATE.COMMERCE ACT TOOK EFFECT, APRIL S. It*"." 

“ Ill 13H6 I entered complaints with the attorney-general of Ohio to forfeit the 
charters of the Cincinnati, Washington and Baltimore, and Cincinnati, New 
Orleans and Teats Pacific railways for gross oil freight discriminations. The 
petitions were filed December 23, 1886, and deiiositions filed November 33,1887. 


' See p. M. 
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The referee made his report July 3, 1889, and the supreme court rendered its 
decision March 4, 1890. I proved that the Cincinnati, Washington and Baltimore 
Railroad Company, the initial line out of Marietta, and governing connecting 
lines, i.ssuod an order to take effect July 15,1886, by which freight rates were not 
only advanced, but that luy shipments were discriminated against by this road 
in favor of the Standard Oil Trust from 43 to 163 per cent. 

“ That the Cincinnati, New Orleans and Texas Pacific had so discriminated 
from 39 to 313 per cent. That the Louisville and Nashville Railroad Company 
had so discriminated from 3.5 to 360 per cent. That the St. Louis, Iron Mountain 
and Southern Railway had so <U.scriminated from 48 to 191 per cent, which con¬ 
tinued at least to March, 4, 1890, and probably much longer, regardbws of the 
order of the commission (see pp. 583, 583. .584, 585, Congressional investigation 
1888). These unlawful freight discriminations had the effect to close up 19 out 
of 34 of my agencies, and sluit me out of 39 towns in 73 within 5 nlonths. 

" The supreme court of Ohio, after this abundantand moste.xtraordinary proof 
before them, ignored the people's sacred right of eminent domain, and simply 
decided th.at these roads bo ousted from charging les.s rates per 100 pounds on 
tank-car shipments, as comijared with bari’eled oil, which decision proved inef¬ 
fective. ’■ 

This suit was to forfeit their charters for these discriminations. 

DISCRIMINATIONS AT LEAST UP TO 18SS. 


“ In November. 1.887, before th(! Interstate Commerce Conimis.sion, I proved the 
following gi-oss freight discriminations, which were e.xclusively in favor of the 
Standard Oil Trust and for no one else. The cases wore detuded February 33, 
1888, and the several defendant rail lines pretended to acquiesce in the verdict by 
sinqdy changing their mode of rating. 

“The following outrag('ons and most extraordinary of freight discriminations, 
exclu.sively in favor of the Standard Oil Trust, was proved by un^ and existed at 
least up to April I, 1888, that wi^ know of, and from my 8ubse(iuent complaints 
and proofs it is excee<lingly doubtful if the decision of the commission had any 
appreciable effis't on the railroads."' 

Now, I have put in exhibits which show discrimination to the extent of 333 per 
cent. There is a lot of them, and I just meridy mention that fact; the exhibits 
show that the highest discrimination was 333 per cent. 

LOUISVILLE AND NASHVILLE RAILROAD COMPANY. 



Mills ]M“r 
gallon 
clini‘g«Ml 
Standard 
Oil Trust. 

, Mills jM'r 
gallon 
cliargefl 
(i<‘orge 
Kice. 

Per cent 
discTim* 
inatiou. 

Louisville tf>— 

7 

1 

15 

114 


!)'.> 

10 4 

87 


5.7 

12 

110 


15.8 i 

36.8 

132 


15.1 

36.5 

141 

Montgomery, Ala. 

13.6 

14.4 

36.5 

24 

168 

66] 

131 

116 

Columbus, (ia.. 

17.7 

I6.:i 

40.0 
;i5.1 


13.5 

24 

76 


10.0 

47.2 

3;t3 



01NI.TNNATI, NEW ORLEANS AND TEXA.S PAUIFIO (CINCINNATI SOUTHERN). 


('incinnnti to— 

L«^xinjfton. Ky. 

(Jhattanooffa, Tcnii 
KnoxvilUf, Tomi . . 
Birmingham, Ala - 
Merifilan, Misn ... 
Viokaburg, MiwH .. 
Khrove]K)rt, La.... 
New Orleans, Liv . 

Atlanta, Ga. 

Macon, Oa... 


4.9 

8 

63 

10.1 

2»1.4 

161 

0.6 

26.4 

175 

10.7 

37.6 

251 

12 1 

44.8 

m 

II 1 

31.2 

181 

17,3 

5:1.6 

209 

11 8 

31.2 

164 

11,7 

36.8 

214 

12.1 

;16.8 

204 


See Mr. Pagt.s i*. 
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NEWPORT NEWS AND MISSISSIPPI VALLEY COMPANY. 
(.Fomorly C.,0.<feS.W.) 



Milks i)er 
gallon 
enarged 
StiiTHlard 
Oil trust. ; 

Mills per 
gallon 
(Imrgod 
Ooorgo 
Eice. 

Percent 

discrini- 

iuati*)!!. 

Luuisvillo t<>- 

Mcmpliis/IVim . ; 

1 4.1 

ft 

toil 

New Orleans, L:i . ; 

it 7 

15 

.'H 

y ielisliiif^', Miss. 

1(1.7 

].’) 

40 

ST, Lonis. IRON MOUNTAIN AND SOUTIIEIiN. 



.St. Louis to - 

1 



JloiiHtini, T(‘X. 

fi 1 

.'VI. () 

2!j7 

Oalvo.st.m.'rex .. .. 

If) 

•VI. {> 

2f.7 

liif til'Keek. Ark .. 

III . 

18.2 

82 

Newpoi-t, .-\rk _____ 

‘"i 

18.2 

82 


“ T]u'iioovc liToss (liscrhniniiHonfl coniiimed for at least 1 year of tlie 

intorjilatr-comiiienu^ act. rej^ardless of tlie penalty of $5,000 line and 2 years in 
the p»‘ni(eiitiary foe ciu'li and ev<Ty otfense. 

“On May 2s, ISSS. tlie Missouri Paeifie Railroad, regardless of this decision, 
were still carrying tank cars hy tla* lump sum. This same road (1888) in the 
State of iVrlvansas were carrying petroleum in iron barrels for the standard Oil 
Trust at 2SJ p(;r (‘(‘lit discriminatiuii in their favor. 

“ Tn IHSO I made .si'veral general coniidaints to the (commission of general viola¬ 
tions of the intersfat»M*ommerce act hy th<' Southwestern lines of railroads, leach¬ 
ing to th<‘ P:icilic (’oast, of whiidi the (hncinnati. Washington and Baltimon? 
Railroad (,’oni])any was the initial line out of Marietta, where my oil refinery 
was located, and at my reipu^st th(‘ commission issiu'd notic(‘s to 151 (contiguous 
lines as parties thicreto to ap])ear ami h«c heard if tlmy so desired. The suhstanco 
of these eomplaints was ('ml)odi('d in these n()tic<'s, as follows: 

“• It appearing to th<‘ eoiiiniissinn in the above (*ases that in addition to the 
question of reasonahleuess of rates, the following other (juestions are also raised, 
namely: 

*“l. Tli(! (pmsfion of the classification of h.arrel and tank oils, and of the 
right of th(^ railro.id c.onqianics to (charge for the w(.‘ight of the barrel package in 
addition li> th(‘ wi'ight of the contents. 

“ “ 2. The (piestion of discriniiiiation arising fnuii the returning of empty tank 
cai’s fr(.H) of charge, and also of the paying a mileage rate on such empty tank 


“‘2. The question of whether I’ailroad companies are not obliged to furnish 
tank cars as w(‘ll as cars of other descri])tion fur oil transportation. 

“ ‘ 4. The (piestioii of tla^ proper classification of (cotton-seed oil and tui'pontino 
as c<.)ni])an'd with petroleum and its products. 

'•‘5. Tlu! (pi(*stion of discrimination in favor of petroleum aud its products 
when c.'irricd in tank cars, rc^sulting in giving a low rut(* on cotton-se(‘d oil or 
turpMutiiK', or (‘ither, when (‘arried as hack loa(iing in smch tank car.s. 

“•(>. The (luestion of tlu‘duty of railroad (companies to furnish shippers with 
tank' (-ars in ca.s<‘s whei>^ the trafiic of their lines can la'ofit ahly or properlj'^ be car- 
ri(‘d in sucli tank (cars and is larg(5 enough to justify the expenditure. 

“ • 7. Long and short haul.” 

“Tin' I’onr so])arat(c ease's were tried togicther in Dt;cember, 1880, and thor¬ 
oughly done hy tlmt astute and (‘xiierienced lawyer in railroad matters. Franklin 
B. (h)wen, for many yc'ars the president of the Philadelphia and Reading Rail¬ 
road (lom])any. Tluc cases won' duly argued, aud a partial but insignificant 
decision n'tuku’ed. but. not until 2 y(‘ar.s had elapstcd, when the commissioners 
decidi'd that ‘All tlie (■uses are hold ojMin for additional ovidonce,' whicii so thor¬ 
oughly disftnstod iiioaftcr having spent so much time and luonoy tliereon, that I 
then determined to pr(HU)od no fnrtiier, and abandoned the apparently liopeless pur¬ 
suit of eoniliiiied and (confederated ini(iuity, and nwolved to have nothing further 
to do with any future proceedings b(d'()re'the Interstate Commerce Commission. 

“ I fully and clearly proved the following facts: 

“That the Trans-Coutimintal Assodation, comijosed of 31 lines of road, had 
advanced treiglit rates in 188U over 1887, when my first complaints were brought. 
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to thfi extent of S.l per cent, which was unreasonable. Also proved that these 
lines carried cotton-seed oil, worth 4 times as mnch as potrolemii, at 2G cents less 
per 100 pounds. That tlie Trans-Missouri Freiftht Association charged 35 cents 
per 100 pounds more for carrying petroleum than cotton-seed oil. 

“ Tliat the Southern Railway and Steamship Association, of which the Louis¬ 
ville and Nashville Railroad Company was a luemlsw, advamaal freight rates in 
l.SHO over ISHT from 10 to 131 i)er cent, which was clearly unreasonable. Also 
proved that the Clii<sigo. Rock Island and Pacific. Railroad charged 35 cents more 
per 100 pounds for carrying petroleum than cotton-seed oil. 

■UP TO MARCH l.->, tslie. THE STANDARD Oil. TRUST GOT U PER (^T OP ITS SHIP¬ 
MENTS (SVHISIP.D FREE HY A BERATE REDUCTION OF (B GALLONS ON EACH 
TANK CAR, 

“ I also proved th.at the Standard Oil Trust had an exclusive secret rebate re¬ 
duction oil (inaiitity shipped, in place of a money rehatm of 03 gallons deduc¬ 
tion on eaidi and every tank car, or 1^ per ('(Uit of its shipments <’arried free." 

No one else got that at all; no one else; got that rebate or that reduction.' 
y. Is that sujiposi'd to ho on tank cars as compared with harrid shipments? Is 
that the reason that they tliemselves gave?—A. I think the only reason I heard for 
it was tor wind in the dome of the car, or something of that kind. Tliere was 
no good valid rt'ason for it. 

y. The ipiestion is this, what reason did they ))retend th.at there was for it?—A. 
I do not know. I never knew what their pretended reason was; there wa.s no 
good reason. 

y. When this matter was brought to their attention, both the Standard Oil 
Oompany and the railroad company ju-esumahly as.Higned some reason foi’ it?—A. 
I do not know what they did assign, probably leakage or something or other. 
There was no sense in it. anyhow. 

(Reading:) "This continued until M.arcli 15, IHllO, when it was changed to 43 
gallons reduction, and continued to Seiitember 1, 1803. 

“ Also proved that shippers of oil in barrels should he charged only for the oil 
shipped, ami not for the barrel, to offset the return of empty tank cars that can't 
bring back other freiglit (e.xccpt in extreme cases), while a box car can. Besides 
a tank ear weighs 5.500 iionnds more ttian a box ear of same capacity.” 

Why, nj) to 1888 the Pennsylvania Railroad carried oil in barrels, includingthe 
package, for th(‘ same rate as so many gallons in a tank car; and about a year aftiT 
the interstate-commerei' act took idfee.t they changed it so that the independent 
shipper would have to pay for the weight of tin.' jiai'kage.' 

y. (By Mr. RAT('nF<.)Kl).) What reason do you as.sigu for the ch.ange in tlie rate 
on shiimieiits in tank cars as compared witli the rate for barrels?—A. I think it 
was done at the instigation of the Standard Oil Trust. 

y. Did tin- Standard Oil Trust at the time of the change li.ave control of all 
the tank ears'?—A. Priiu'iiially. Almost absolutely. 

y. Principally?—A. Of course there were mori^ or less outside refiners that had 
a moderate amount of cars, but not very many. 

y. Then you believe that the reduced rate of shipment in tank cars is not due 
to the advantage that results to the comiiany,front the transportation of oil in 
tank cars, hut rather is a favor for those who control the tank cars'?—A. Yes. 

TANK C.\BS NOT AN AUVANTAOE TO THE RAILROADS.' 

Q. (By Mr. Farquhar.) But is not the tank car really an advantage in hand¬ 
ling theOil"?—A, To whom? 

(^. To tlie railroad companies, an advantage to all that handle oil'?—A. No, sir. 
I have got the very best evidence from the Pennsylvania Railroad, if you will let 
me read this. 

(Reading:) “.Tohn S. Wilson, general freight agent of the Penu.sylvania Rail¬ 
road Oompany (the highest authority we have), testifies before the Interstate 
Oommi.ssion on .lanuary 35, 1888. that ho would rather carry powder than oil in 
tank cars, and that the shipment in Viarrels is preferable. Hear him: 

‘“I think, altogether, it is the most undesiraide hiisiiie.ss we do, the carriage of 
oil in tank cars. There is no stopping it when it once starts. 'We had a smash 
up at New Brunswick, We came in collision there with a line of tank cars, the 
oil got on fire, and I think it ran two si|uarea. got into a sewer, ran burning a 
square or two more, ran on the canal, which was then frozen over, followed the 
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ice a square or two beyond, and beside our own direct losses, we have already 
paid nearly S.IOO.OOO for the destruction there. I rpj,Mrd it as wors(^ than powder 
to carry. The bridpu; at New Brunswick was burned down, whii-h cost us $i>00,000 
or $d()0,000, beside.s inairly $500,000 paid out for outside destruction. 

‘"Wo luiftht run for 1() years and by j'ood luck have no serious accident. 
Whereas, on the other hand, wo niiftht striki.' another ca.se like that at New 
Brunswhh and lose more money than we would make on carryiiif; oil for 10 
years. I would i-ather carry anythiuf!; else than oil in tanka. 

“■ The movement in barrels I have always considered preferable for two rea¬ 
sons. First, we load barrels in a cair that will carry a ri.!turn cargo. There are 
no hack loads tor a tank car. For stock and bo.v cars we I'an load hack and get 
an increased earning for the round trip. Secondly, if there comes a collision Or 
fire, the packages being separate we are enabled to save some of thi' tonnage. 
There is no hope of saving the contents of a tank car if it onc(> gets on fire. 
Barrels you can sometimes scatter and roll off and break them up.'" ' 

This gentleman did not stay long with this railroad (suiqiany after that evi¬ 
dence was givcoi. 

Q. (By Mr. FAliqiiHAlt.) Well, independent of the gentleman's opinion on that, 
the railroads have adopted the tank car instead of the barrel for their shijipers. 

A. Yes; anil principally under the control of the Standard Oil Tnist. 

Q. And indeiiendent also of the barrel traii.sportation and the tank transporfa- 
tion, the railroads put tanks in the si.xth-class classification and ha.rrels in the 
fifth class. How do you account for that as a practical business projmsition?— 
A. T think that tariff was inaile by the Standard Oil Trust. I think they make 
up the iietroleuui tariffs in the United States. They make up the oil tariffs at itfi 
Broadway and givi; thmn out to the railroads to carry it as they say, or else they 
do not, get, any freight. 

Q. (By Mr. Ratcmoiui).) Is not then' an advantage in carrying and in loading 
and unloading tank cars as compared with the barrids';—A. Yes: if your cars 
arrived at a point where you could gravitate it out, or if you had a short hose 
attached to them—a short hose into a iiijie to which you could put a immp, you 
could suck it out; aud, of course, a tank car carries more oil and saves the weight 
of th(( barrel;,they carry a larger weight. 

y. in every case it is either ta.ken out by gravity or pum])ed out?—A. Yes. 

y. (By Mr. F.MtquHAii.) In nearly all ea.ses it is gravity, is it not'?—A. I do not 
know about that, either. At the refinery at Bayonne, owned by the Columbia Oil 
Conip;iny, T think they take all the oil out by ]mm]); 1 am quite sure they do; 
thc'ir w’orks, T know, are right, down on almost level ground and they couhi not 
taki' it out 'by gravity. 

y. (By Mr. R.\t<.’HFOKi>.) Do the railroad companies load the oil, or the pro¬ 
ducer?—A. The producer. 

y. And the railroad or shiptiing company unloads it'?—A. The receiver of the 
oil unloads it, and the producer or owner of the oil loiids it; so that the road has 
nothing to do with it. Tt is the same with barreled oil. The refinery loads its 
fiarrels into thecarand the road has nothing to do with it: and so with iinloading. 
There is no difference in that respect.' 

(Heading:) ■■I proved that the intermediate Kite on petroleum, via the trans¬ 
continental lines, in IRS!) was $1.90 per 100 pounds. The wooden-barrel shipper 
was reipiired to pay on K5 pound.s additional weight, which would amount to $1.01 
per barrel more, in gross violation of sections 3 and 1 of the act. The average 
market lu-ice of crude oil in lH8i) was 94 cents. 

■■ I proved that there was a charge of $95 tier tank inir by the transcontinental 
lines, to return empties from Pacific coast to Missouri River." 

This is all since the interstate-commerce act went into effect. 

(Reading;) ‘■Thomas M. Kimball, general traffic manager of the Union Pacific, 
testified, June 3‘J, l.SHT. before the Pacific Railway Commission (ti. 1134), that his 
roa,d ciirried the empty tank cars of the Standard Oil Conqiany free, same as the 
other roads. 

"(Page 11,33:) ‘ Q. What was tho rate allowed to the Standard Oil Company?— 
A. All sorts of rates, according to iioint of delivery, and the liveliness of compe¬ 
tition at that point; .5 per cent. 10 per cent, 15 per cent, and up to 30 per cent.' 

"So this great line, and a Government road, enters the arena to assist the 
Standard Oil Trust to throttle competition as against the rights of the iieople who 
have built the road. 


>Soo Mr. WGstgato.pp. 
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“ I proveil tliiit refined nils in bulk were beint? carried at (> per cent leas than 
iictnal weight, or (i per cmt of refined oil carried tree for the Standard Oil Trust. 
Their various lubricants, residuum, etc., carried at 10 to l.o per cent less weight, 
according to gravity."* 

nlSCltlMlNATKVN liV EXCIATSIVK “STOP-OVER'’ PRIVU.KOES. 

“I also proved tliat the several assoei.ated lines of railway constituting the 
Southern Railway aird Steamship Assi leiation pool, the Soutli western Traffic Asso¬ 
ciation ])ool, and the Traiis-C'ontinental Association ])ool were grossly violating 
the third and fourth sections of the act. long and short haul, to the extent of .'id to 
St’.*) per cent, whi(di inured to this extent, in favor of the Stiandard ()il Tnist, by 
prepayment of its freight at the low car lot-, tei-minal rate, with privilege to stop 
all such cars at high rate intermediate points. 

“ I paid out over.St.'l(M) insubpcenasin those cases by an imperative rule adopted 
by the commission, which was not re(juired in my first eases. 

"It is fair to assume, bi.rau.se of failure of the (simmission to properly deiddo 
these ciis(‘s. that the same di.serimiiiatioiisnot only havecominned, but they have 
even gotten worse, for on May 2. ISDO (B Ifil) tin' St. Louis, Arkansas and T<^xas 
Railway (applicable to all Southwestern lim's) issued a si>ecial oil tariff sheet for 
exclusive benefit of the Standard (.lit Trust"*'— 

That I know, and 1 could not get it. 

(Reading:) " By whie.h this trust i-ould stop off full loaded tank cars at high 
rate intermediab* i)oints and divide same uji into U'ss than ear lots, to be distrib¬ 
uted at several stations, by canning same, which should hav(' paid d times the 
terrain,al rate. This was an r'xclusive tank r:ar taritf sheet, not aptdicablo to bar- 
ladeil oil in i)ox cars, for the independent refim.-r who could not afford tojiurchase 
rolling stock tank cars. 

“ Per letter of the commission, .Inly Id, 1S!)7, thost'special and most e.xtraordinary 
of freight discriminations yet continue, and are e.xelusively in favor of the Stand¬ 
ard Oil Trust on petroleum shipments. 

“ ‘As to what lines allow stoi)-over privileges, it is umh'rstood that all the lini's 
named on the Southwe,stern Traffic Association tariffs as parties thereto partici¬ 
pate in the stop-over privileges provided lor therein.'" 

That is a (juotation from the Interstate Oommerce Commission. 


TANK-O.vR IHSCRIMIN.tTIllNS. 

(Reading:) “ The tank car has been tlu' greatest medium for the Standard Oil 
Trust to receive rebates by carloads being carried at a, lump sum ride ri'giirdless 
of weight, inconceivably low as compared to taiitf i :des by the 1(10 pounds. 

“ The railroads won't furnish tank ears, iind if an indeiicndent refiiu'r is :d)le to 
buy a few, thus decreasing his working capital, hi' is confronted by these present 
special railroad instruction.s inserted in the tiiriff sheets.” 

To show you how the railroads put every pos.sibh' obstacle in the w:iy to fi’eeze 
out and keep out competitors, this is what they put in. (Reiiding:) “ The 
‘Southwestern Bure.iir,' of which the Missouri, Kansas and Texivs Piieific is ;i 
member, owned by the Standard (.til Trust officials, has this to say at the i»resent 
time: ‘Oil tanks.—Carload, petroleum storage tanks for petroleum and its prod¬ 
ucts, int.iui(le<l for permanent oil .stations- ''’ 

Intended for p(u'manent oil stations, minil y<ju, gentlemen. 

(Reading:) “ ‘ Shall be transported at actual weight at the oil rate, when filled 
with oil that pavs the bureau line's oil rate.’ 

That is as Buuch as to say that the railroads have a right to say whether a sta¬ 
tion that I might put up is going to be a permanent one. But if I wanted to put 
up one it would be practically impossible to get the right of way or a jihice to put 
it up, for I was 2 years waiting and trying to get that; or if you did get it and you 
put your plant up, it was in the discretion of the railroad to say whether that was 
going to bo a i)ermanent thing. Anybody wouhl knovv that it would not be per¬ 
manent, because you can't live. The railroad would discriminate and you couhl 
not survive. It would not be any good wliatever. I have another one right here. 

(Reading:) “Central Freight Association.—Tank gauge handbook No. 4 says, 
applicable to all roads in the United States at jiresent time: ‘ Petroleum and its 
products in tank cars will bo delivered only wlniu consigned to parties at points 
at which they have proper unloading and storage facilities, and when shipments 


■ See Mr.Pafro.pp.Pil,7,12. 
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of seems to nave Iwjen aheliahed eii .July 2.'), ISIW, as to peti'oloum, though coutiuuea till December 
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in tank cars are sent to parties who have not such factlities tiio shipments will he 
returned to shippers at their risk and (expense.”'' 

Just think of it. It is all left with the railroad to say whether you can have 
any show or not, and they do not give you any show and don't propose to do it 
either. 

(Reading:) *' On May 6,1801, the Southern Paiufic Company issued an exclusive 
special nil tariff ”- 

Here is something very important. 

(Reading:) "With these exclusi-e advantages in favor of the Standard Oil 
Tru.st, being the exclusive owner of a peculiar box tank car comhinatii in, patented, 
of two ujiright iron tanks s('t inside a box car that thus iivoids paying ,$10.5 a tank 
car for return of empty cylinders from Pacific coast to Missou'ri River. This 
special oil tariff, governing all transcontinental lines, allowed this trust 37 cents 
per 100 pounds lower rates for petroleum transpoi-ted in these special i latent cars, 
as against the regular rates. This is discriminatory against the indepemlent tank 
and barrel shipper by $10.5 a tank car, and $1.08 per barrel when shipiied in barrels.' 

■ • The present highest intennediato rate on petroloim in less than car h its, Chicago 
to Pacific coast over transcontinental lines, is ,$3.70 (ler 100 pounds, or $10.80 per 
barrel of 400 pounds to the indejiendent barrel shipper, while the 8f:indard Oil 
Trust, by preiiayment of its freight at the car lot terminal rate of 78,1 cents per 100 
pounds on :!30 ]iounds, or $3.51 jier barrel, gets an advantage of :i:!0 per cent over 
its competitors in freight discrimination.” 

TEMPORAKY KEDLICTIONS FOR THK PROFIT OF THE STANDARD. 

“ Another method of freight dis«rimination in favor of the St.andard Oil Trust 
on the transcontinental lines, per tariff of 1.888. was to reduce ratt's temporarily 
onc-lialf and then raise them again .50 per cent, so the trust, on exclusive secret 
information, could stock up on the low prices, while its competitors always had 
to pay the high tariff rates. (B 1!)1.) " 

Now. I will just read some telegrams that passed between Mr, Stubbs, of the 
Southern .Pacific, in which ho agrees to allow ithe Standard Oil Trust to stock up 
with petroleum iirodncts at low prices. This is here to .show how it is done all 
at the plc'asure of the Standard. This is from the Paint, Oil, and Drug Review 
of .lanuary '35. I8!t;i, and I know all about it. bei’ause one of the men that is inti'r- 
ested came to see me about it and showi'd me some of these telegrams.' 

[From Iho I’uiiit. Oil,and Drug Roview, ,Tiiniiai-y C'l, I.sgJ.l 
HOW IT IS DONE—ALI, AT THE Pl.KASPRI! OF THE STANDARD. 

How completely the Standard Oil Comiiany lias its gri]) on the railroads i.s best 
evidenced by producing copies of telegrams that passed between the freight 
agents of the transcontinental lines, the Standard Oil Company at San Francisco, 
and the Standard Oil Trust at New York. How. :it the pleasure of the unscru¬ 
pulous mono]ioly, it was enabled to stock up during low freight, and an interest- 
ing game of see.saw was tdayed on weak com))etitors. In all cases freights were 
to be advanced and lowered upon notice from the Standard. A baser trade con¬ 
spiracy never went into print. It follows: 

[Copy of tolograin.J 

San Francisci), AVnvmbcr /,), /.w.v. 

J.C.Storbs, 

(leiieml Traffic. Manager Honihern Pacific, Coiiipaiij/, Si. Louin: 

Tilford says regarding raising and lowering oil rates during the year, as talked 
before leaving, he thinks it better if you could, without giving particulars to 
Transcontinental Association lines, get consent to leave oil rates in hands of com¬ 
mittee without explaining exactly why, but if your judgment approves yon might 
give full particulars to 3 or 3 longest lines. 

W. Sproui.f,. 

Asxt. Oent. Fii. Agl. Soiifiicrii Pac. Co. 

■ [Copy of t'dograin.l 

„ San Francisco, .VoiTwlicr /). /.v.v.s', 

W, SpROUl.E, San Fyanciftco: 

Say to Tilford that as.sociation will probably con.sent to following agreement: 
Oil rate from Cleveland to bo $1; at this rate, he can stock up; after doing so he to 
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notify Chairman Leeds, who, after (jiving necessary notice, will advance rate to 
$1.35, and continue that rate until .such time as Tilford notifies him of reduced 
stock, when he will again reduce it to $1 to enable him to stock up. 

J. C. Stdbbs. 


[Copy of tOograin.] 

San Fuanoisco, Novemher /.5, IXSS. 

J. C. Stubbs, St. Lmiis: 

Tilford received your message, and in reply says he can not afford to pay $1— 
that is too much, owing to water competition—but will agree to pay for petroleum 
and its products 85 cents from Cleveland, and if roads hard up might possibly 
rai.se the rate to 87j cents. Tilford says this offer of his is provided associafion 
will agree to advance rate to $t.35, and reduci^ it from time to timt! as he may 
desiri', as outlined in your message of yesterday. Please r.nswer. Tilford says 
please do not advance present linseed or lead rates, .as it would intiu'fere with 
negotiations that he has now under way with Whittier, Fuller & Co. 

W. Spkoule. 


[Translation of messiiK.' to W. A. Bissoll, general freight agent Atlantic ami Pm'ille Kailroail.] 

San Francisco. NoiviiUkt /5, is.ss. 

W. A. Bisseli,, St. Umis: 

Tilford's proposition to the association through Stubbs is that, he will pay H5 
cents on petroleum and its products from Cleveland; possibly, if roads hard up, 
he might increase this to 87.1, jirovided association will advance freight to $1.25 
when he gives it notice. He would stock up at the low rate, then notify the 
association when to advance, the advance or deidine to Vie made at certain seasons 
of the year in accordance with his supply on hand. Do not let Stubbs know of 
this telegi'am. 

W. Sproui.k. 

[Copy t>i' t*>lograin. ] 


St. Louis, Novniitior W, /.s',s',v. 

W. Spkoule. San Fnincium: 

All rates will be advanced. Would advise tliathe accept pi'oposition, otherwise 
suro rate will bo made $1 without any conditions; clipiier competition will bo 
cared for. 

J. C. Stubbs. 


[Copy of telogriun.J 

San Francisco, Nmemhfr W, juas. 

W. H. Tilford, 

Triinter Standard Oil Tru.it.X Brnadiray, Niar York: 

J. C. Stubbs telegi’aphs as follows under ilatoof 14th instant; " Transcontinental 
Association will probably consent following arrangement; Oil rate from Cleveland 
to be .$1; at that rate Standard Oil Company, San Francisco, can stock up. 
After doing so Standanl Oil Comiiany can notify Ch.airman Li'eds, who, after 
giving necessary notice, will advance freight rate $1.25 and continue that rate 
until such time as Standard Oil Company notifies him of reduced stixiks, 
when he will again reduce it to $1 to enable Standard Oil Company to stock up.” 
I telegraphed,!. C. StubUs as follows; “ Can not afford to pay $1; that is too much, 
owing to water competition, but will agi’co to pay for petroleum and its products 
87i cents, provided Transcontinental Association will agree to advance rate to 
$1.35 and reduce it from time to time a.s outlined in Stubbs's message; adding 
request Transcontinental Association not to adv,ance linseed or lead rates.” Under 
date of 16th instant, .!. C. Stubbs telegraphs as follows; “All rates will bo 
advanced. Would advise that Standard Oil Company aiicoiit [iroposition; other¬ 
wise sure rate will be made $l without any conditions. Cliiiper competition will 
be taken care of.” What do you advise me to say to him? Advise me by wire at 
once. 

E. A. Tilford, 

President Standard Oil Company of Iowa. 
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[Copy.] 

San Peancisco, November so, ms. 

J. C. Stubbs, 

Care Southern Hotel, St. Louis: 

Your telegram, 16th, through Sproule,received. I will raise my offer to 90 cents 
for petroleum and its products from Clevehand, association agreeing to conditions 
stated in your telegram to Sproule, 14th. This is the highest rate we have ever 
p,aid. This rate I believe would be a permanent thing and not stimulate clii)per 
shiimients or private clipper charters; therefore in long run would prov(} mutually 
more beneficial than $1. Will you advocate IK) cents? I think with vour vote for 
this rate, and you personally putting it before association, it would' go through. 
We will have to ship (piite a number of cars during high rate owing to .sp(‘cial 
orders coming in. This .should be taken into consideration when I ask that 90 
ceirts be adopted. Please answer. 

E. A. Tilford. 

[Copy of telegram.] 


San FliANCisco, November SI, f.s'.s'.S’. 

W. H. Tii.foep, 

SG Broadway, New York: 

Disiratches received. Since telegraphing you ye.sterday, I received telegram 
from A. T. and S. F. R. R., St. Louis, intimating that Transcontinental Associa¬ 
tion would accept .something less than $1 from iis. Therefore. I will telegraph 
J. 0. Stubbs, care of Southern Hotel, St. Louis, as follows: “ I will raise my offer 
to 90 c(;nta on petroleum and its products from (Ihiveland, Transcontinental Asso¬ 
ciation agreeing on conditions stated in his telegram. I till. This is high(.‘st rate 
we over paid. This rate, I believe, woubl be permanent thing and would not 
encourage heavy clipiier shipments; therefore in long run would prove mutually 
more beneficial than $1. Will you advocate 99 cents? I think witli your vole for 
this rate and yon personally imtting it before association it would go through. 
We will have to ship (juito a number of cars during high rate, owing to special 
orders coming in tor points where we have no warehouses. This should iie 
taken into consideration when I ask that '.I9 cents hi' adopted.” I request .1. (t. 
Stubbs please answer. I do not know whether my telegram reached ,1. C. Stubbs, 
owing to his biung in New York City. When you see .1, C. Stubbs, say I tele¬ 
graphed him as above, care Southern Hotel, St. Louis. In your talk advocate 90 
cents as imtlined above. Do not intimate to Stubb.s that I have received any 
communication from A. T. and S. F. R. R. people, St. Louis. Telegra[)h me the 
result of your interview with Stubbs. Pay charges on Union Tank" Line patent 
car referred to and send expense bill to me. 

E. A. Tilfoki). 

[Copy—.Subjocl: NowT. C. A. rates.] 


STANDABK Oil, COMP.VNY, 

San Franciseo, NoreMber si. l.S.S.S. 
W. II. Tii.fohi), Es(|.,.'.’(; Broadway. New York: 

After tidi'graphing you yesterday afternoon saying that I would telegraph J.C. 
Stublis as outlined in your message of yesterday, 1 received word, through A. T. 
&S.F.office here, from W. A. Bis.sell,general freight agent of the Atlantic and 
Pacific Railroad, who is now in St. Louis, that he thought the association would 
accetit something le.ss than $1 from us it our offer w.as jiroperly [lut before them, 
con.sequeiitly I telegraphed ,1. C. Stubbs, as per my translati'd copy of message to 
you hi'rewith att,ached. 1 was not aware that Mr. Stubbs was in New York and 
sent my mcssiige to the Southern Hotel. St. I,ouis; therefore I reijue.sted in my 
me,ssage to you that when you meet Mr. Stubbs you say that I telegraiihed nim, 
care Southern Hotel, St. Louis; and also outline to him the substance of my mes¬ 
sage, incorporating further along in my telegi'am that in your interview with Mr. 
S., please advocate the 90-cent rate. 

I will advise you as soon as I hear definitely when the new rates of freight that 
the Transcontinental Association are agreeing on now will take effect. I heard 
to-day, through the A. T. & S. F. office here, that Mr. Bissell had telegra[>hed from 
St. Li iiiis that he thought the new traffic would go into effect on or about the l.'ith 
or aoth of next mouth. Please treat this confidentially, but, as I state before, as 
soon as I find out definitely regarding the now rates I will duly advise you. 

Yours, truly, 

E. A. Tilfoku. 

-4(i 
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[Copy.] 


New York, November A"}, ISSS. 

E. A.Tilpord, Sau Fnmeisco: 

Qimoral meeting iwljonrned to meet at Chicago, Monday morning. Will take 
iiT) matter then. Will do best I can. Probably can make it itl, which your brother 
Hunt says you can stand. If you have to address me, care Pacific Hotel, Chicago. 

J. C. Stubbs. 

[Copy.—Subject; Ratos on oil from Clovoland to tho Pacific coast.] 

Stanoaki) Oil Company, 

San Francim), November A3, tSSS. 

W. H. Tii.Foiin. Esg., Ad Broadxray, New York. 

Dear Sir: I beg herewith to hand you copy of my translated dispatch to you 
of even date, which e.vplains itself. 

From Mr. Stubbs’s dispatch you will see that ho seems to think that you have 
already agreed that I will stand it! cents on oil from Cleveland to tlie Pacific coast. 
In your dispatch to me of a tew days ago you stated yon talked with Mr. Stubbs 
about 90-cent rate, .suggesting, howiiver, further along in your mes-sago that Mr. 
Stubbs should telegraph that he could get the 'J.'i-ceut rate adopted, that I had 
better accept the same. From your message I would imagine that yon simidy 
talked the iH)-cent rate, without committing your.self to Mr. Stubbs about a 9.1; 
hence my reason for asking you the (juestion as to whether you had agreed to the 
)}5, in my message of to-day. 

Yours tnily, E. A. Tilpokd. 


[Copy.—ftubjol.'t: Error in tninslation of mossa^o.] 


Stanhard Oil Company, 

San Franciseo, November A4, ISAA. 


W. H. Tilfobo, Esq., 

Viee-Fremdent Standard Oil Company, Ad Broadway, Nexv York. 

Df.ar Sir; I am just in receipt of your message of even date saying that yon 
translated my message wrong, reading the rate that I had offered the transconti¬ 
nental lines 9.5 cents, instead of 90-cents. 

I think whoever translated my message in your office should be disciplined, for 
the error will prove, I am afraid, (piite e.xponsive to us here. I am afraid now 
the damage is done and I will be unable to .secure a lower rate than 9.5 with tho 
Transcontinental Association lines. I am fully convinced, however, if you had 
talked 90 cents to Mr. Stubbs when you saw him I could have had this rate put 
in effect. I will, however, as you sugge.st, telegi'aph Mr. Stubbs to-night, c.are 
Grand Pacific Hotel, stating that when you mentioned 9.5 cents to him, that tho 
same was based on an error in translating my cipher message, and that 1 still hope 
he will advocate the 90-cent rate. 

Yours truly, E. A. Tilford. 


[l'oi»y<>f tfiU'^ratn.] 


CiiiCAdo, Norembir Ad , 1 , 3 . 3 . 3 . 

E. A. Tilford, San Francisco; 

I told Hunt your dispatch to me read 90, and he must be in error. Ho after¬ 
wards confirmed my view, and at the same time expressed himself as willing to 
compromise on 9.5. 

.1. C. Stubbs. 

[Copy..SubJ(K;t: Ollrate.l 

[Personal.] San Francisco, November Ad. /.s’.f.s'. 

W. H. Tilford, Esq., 

Vice-President Standard Oil Company, A6 Broadway, New York. 

Dear Sir: I am just in receipt of the following message from Mr. Stubbs: 

“ Chicaoo, November Ad, ISSH. 

“E. A. Tilford, Nan Francisco : 

“ I told Hunt your dispatch to me read 90, and he must be in error. Ho after 
wards confirmed my view, at tho same time expressed himself as willing to com¬ 
promise on 95.” 
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I tele(?rapheil Mr. StuBBs iw I wrote you I wouBl on tlio aitB iiistimt. anil IBe 
above Tnea.sa)je from him is in reply to my tolegram. Mr. StuBBs's statement as 
to you aj^rueing; to compromise on Ho cents does not e.xactly tally with what you 
wired me under date of the 34th instant. (Please see yonr telegram of that date.) 
Will you please write mo (for curiosity sake) what are the facts as to your inter¬ 
view with .1. C. S. Of course I understand Before my letter can reach you, and 
you can reply, the HO or H.5 cents rate will Be selected: Imt as I would like to know 
for my own satisfaction, hence my re(iuestin,i; you to write me. 1 will make up 
some sort of a messaKe to-night to send Mr. StuBBs in reply to hi.s of aBove date, 
But, as I state in my letter of the 34th instant, I Believe now that nothing will Be 
accepted Bnt fl.'i cents. 

Yours, truly, E. A. Tilkouu. 


[Copy of teloKram.] 

San Fkancisco, Norcnihcr IHHX. 

,T. C. STunBS, 

(Vov drinid Pncifu' Hotel, Chieaqn. 

To ipiote Pinafore, Hunt evidently got those BaBies or rates mi.xed nil. Lines 
had Better give HO a trial. If later on there's possiBilily advancing, vou know I 
am always willing. Whittier has large lot clipper oil now arriving and it will Bo 
hard for us to meet this competition even if our rate made HO. 

E. A. TTlfohi). 

[Copy.—Sulijeet: Froiglit riites.] 

[Personal.] Stasdarii Oil Company, 

.Sun Frinieiscii, Aocemher .'.s’, /.S.S.S. 
W. II. Ti I.FORI), Esq.. ;.v: BroiulwaiJ, New York. 

Dimt Sir: T am .iust in receipt of your day message of even date, saying that 
Standard Oil Company, Cleveland, and Standard Oil Company, PittsBurg, would 
[iroBaBly fill all of my orders By Saturday night, DeceniBer 33, and that the new 
iMlH of :5I .e.-) per lOO .slmuld go into effect 31th proximo, etc.; contents of the same 
carefully noted. 

1 have not heard anything this week from the transeoutinental roads -which are 
now holding forth at Chicago, as to wlnui they will Be ready with tlieir new 
tariff's, 1 wrot.e you some few days ago that the Atciiison, Topeka and .Santa Fli 
people telegraplu’d me from St. Louis that they did not Believe tlie new tariff 
would go into effect Before the l.'ith iiroximo. if looks to me now as though this 
tariff Would not he [lut into effect Before DecemBer 30 to .January 1, IH,S!I. I am, 
however, in communication with the agents of the different lines, who are now 
at Chicago, and just as soon as I learn defiuilely as In the date when tlie new 
tariffs will go into effect. I will promptly telegraiih you. If [ (iud out detinitely 
that they will Be ready with their tariffs Before DecemBer 33, 1 wdll arrange to 
have the [iresent oil rates remain in effect until the 34th proximo, as you sugge.st. 
I wish, however, you would impress upon .Standard Oil Comiiany. Cleveland, 
and Standard Oil tfompany, PittsBurg, the necessity of filling out all our orders 
at an early date as possiBle. 

Yours truly, 

E. A. Til, FORI). 

[Cnpyl 


[Personal.] Okfich Of.nrhat, Phf.iiiiit Aoknt, 

SouTiiK.UN Pacific Company. 

San FraiieiM'd, December ,1, Ik.’Hi. 

E, A. Tit.FORi). 

Drein'detil. Standard Oil Comjmny, Oily. 

Dfar .Sir: I have advices from Chicago that arrangements for coal-oil r.ates 
have Beenyilosed, and the new rates thereunder will [iroBaBly go into effect .Ian- 
nary 1. From Cleveland and PittsBurg 00 cents [ler 100 pounds, and from New' 
York $I per 100 pounds. The Basis of operation of these rates, looking to the 
conserving of your intere.«ts, is intended to Be communicated in recent advices 
from Chicago, of which you are informed. 

Yours, truly, 


Wm. Spkoule. 
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[Copy of telegram.] 

San Francisco, Deaernber 4 , ISSS. 

W. H. Tilfoud, so liroadvay, Neu’ York: 

J. C. Stnbbs telegraphs ii.s follows from Chicago; “Oil freight rates have been 
closed. New freight rates thereuiHler probably effective, January 1. From Cleve¬ 
land and Pittsburg i)0, from New York .St,” This message from J. C. Stuhbs 
means tK) for us to stock up with, with $1.25 in effect whenever we want. See my 
letter of this date. 

E. A. Tilpoeu. 

[Copy—Sut).]eet: Freight rates.] 


[Personal.] Standard Oil Company, 

San i'ruiieirco, tkcrmhc.r 4, tSitS. 

W. H. Tilford, E.S 11 ., 

Vit‘e-I’ri',':u{e)it, Standard Oil Compann, SO Broadway, iSeir York. 

Dear Sir: I will telegraidi you this afternoon as per translated copy of mes¬ 
sage herewith attached, whicli is self-e.xplanatory. 

I herewith hand you a copy of a letter I have ju,st received from Mr. Sproule, 
assistant general freight agent of the Southern Pacific Comi)iiny. this city. This 
letter I interpret to mean the 9()-cent rate is for iis to stock ui> from tinn; to time, 
and that the $1.2.5 per IbO rate will be in effect wheniwer we may desire. This 
$1.25 rate is what Mr. Sproule refers to in thi> latter ixirtion of Ids letter, as my 
offer of tIO cents to Mr. Stubbs was on condition that he has tlie I'ati! of $1.25 put 
in effect when rve might a.sk him. This letter also re.ads as if the iMI-ceiit rat<' and 
$1 rate was to be put in effect .lanuary 1. No doubt Mr. Stubbs was unaware 
that we were stocked up at the presiuit rate of 82,1. 

The Transcontinental Association ad.iourned at Chicago yesterday, and I under¬ 
stand that Mr. Stubbs is now on his way home. I will s('e tiim on hisarrival here, 
and if Chairman Leeds, of the Transcontinental Association, has lieen notified to 
put the fkl-cent rate in effect January 1. ] will h.ave the same corrected by wire 
and the $1.25 rate ]iut in. As soon as Mr. Stubbs rciiches home 1 will telegr.aph 
you whether it is intended that the Ud-cent rate should hi! put in effect January 1 
or the $1.25. 

Yours, truly, 

Fi. A. Tilfoi’.d. 

(Inclosed 2.) 


[Copy—Subjei't; Tnin.scontim-utal Assoi-iiitioii fi’eiglit ratos from (Chic ago. U. I*, cut to 

Denver.] 

[Personal.] Standard Oil Company, 

Han Fraiicixm. Drci’iidwr 0, ISHS. 

W. H, Tilford, Esq., 

Vice-I'remdent Standard Oil Company, SO Broadway, i\cw Vork. 

Dear Sir; I am just in receipt of your 2 dispatches of ye.sterday bearing on the 
subject at the liead of this letter—contents ot the same carefully noted. I here¬ 
with hand you translated coiiy of my reidy. wliich is self-explanatory. I hardly 
think the newspaper reports that the Transcontinental Association will allow dif¬ 
ferentials in favor of ('bicago to such an extent that the local rate from Lima and 
the oil regions to Chicago, added to tlu! rate from that jioint, would la; less than 
the through rate from Cleveland to the Pacific coast on petr; ileum and its iiroducts. 

My telegi'am and letters to you ot yesterday in which I inclose you a copy of 
the letter from Mr. William Siiroule, assistant general freight agent of the South¬ 
ern Pacific Company, of this city, giving the substance of the telegram that he 
had received from Mr. Stnbbs at Chicago, names the rates on petroleum from 
Cleveland, Pittsburg, and New York. 

I expect (without knowing) that the rates from the oil regions and Lima will 
be the same as from Cleveland and Pittsburg to the Pacific coast. Just as soon 
as I see Mr. Stubbs I will advise you what other points—other than Cleveland 
and Pittsburg—the l)0-cent rate will apply. If there is any truth in the news¬ 
paper report which you refer to, about the local rate added to the Chicago making 
a less rate than the through, I will have the same duly corrected without delay 
and promptly notify you. 

I will not telegraph the Union Pacific people regarding the cut rate into Denver, 
as your second disiiatch states the rates will be restored on Saturday night next. 

Yours, truly, 


E. A. Tilford. 
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[Copy of telegram sent to J. C. Stubbs through William Sproule.J 

San Francisco, December h, 1 S 8 S. 

J. C. Stubbs, Chicago: 

If it is not already aaireed upon that the $1.3.5 rate i.s to go into effect January 1, 
on petroleuni and its products from Cleveland and Pittsburg to the Pacific coa.st, 
will you kindly telegraph Chairman Leeds to put this rate in effecd on the day 
mentioned. Ph‘a.se ansrver. 

E. A. Tilfobd. 

LOoi)y t)f telegram.] 

San Fbanoisco, Deccmher o', /.sWA'. 

W. II. Til, FORD, IlnKuttcag, Nrin Vork: 

,T. C. Stiibb.s reaches Windsor Hotel, New York, to-morrow morning. I have 
telegraphed him, if it is not already agreed upon, to arrange to have $1.2.'> rate put 
in effect January I, requesting answer. I telegraphed this to J. C. Stubbs feanng 
might be some misumhustauding and ‘JO rate put in. Dispatch received. I have 
telegraphed Union Pacific Railway. 

E. A. Tilfobd. 


[Copy—Subject: Freight rate.] 

|Personal.l Standard Oil Comfany, 

San Francisco, Dcccinber is, l.s'i’g. 

W. H. Tilfobd, Esi]., 

VirC’Frcsiiicnl Stanilanl Oil Conii>any, ::il Ihoaihrtnj, New York. 

Dkab Sib: I will telegraiih you this afternoon as per translated copy of my 
message herewith attached, t telegraphed Mr. Stubbs to-day through hi.s office 
here (Southern Paciific Ctirniiany) as follows: "If it is not already agreed uiion 
that the ,$1.3.5 rate is to go into effect .Tanuary 1 on petroleum and its products 
from Cleveland and Pittsburg to Pacific coast, will yon kindly telegraph Chair¬ 
man Leeds to i)ut this rate into effect on the date mentioned. Plea.so answer." 
1 wrote you on the' 4th instant, subject. " Freight rates," giving particulars as to 
the freight situation uji to that date. Kindly see my letter of above date. I was 
a little l)it fearful there might be some misunderstanding and the !MI-cent rate 
liut into effect .lanuary 1 instead of the .$1.2.5; hence my reason for telegrajih- 
ing Mr. Stubbs to-diiy, as outlined above. When I wrote you on the 4th instant 
I was umh'r the iniiiression that Mr. Wtubbs was on his way to San Francisco, 
but to-day I h'arn that he will reach New’ York to-morrow. I will duly advise 
you of the reiily that I receive from Mr. Stubbs in answer to my to-day's telegram. 
My reason for telegi'aphiiig you Mr. Stubbs is in New York was tliinking possibly 
that yon might wish to see him and discuss our freight, situation, and in order to 
have you do so intelligently I ch'.sire to keep you iiosted as to what was passed 
between Mr. .Stubbs and myself liy telegrapb. U]) to date I have repeated to you 
in substance everything that has passed between Mr. Stubbs and myself since the 
Transeaintinental As.sociation has had their last meeting East. 

Yours, truly, 

E. A. Tilfobd. 

[<'ei'yl 

|Personal.| Southern Pacifk; Comi'any, 

Office of Ohnku.m, Fbekhit Aiif.nt, 

San Franciaco, December ,'i, ISS.'S. 

Mr. E. A. Tilfobd. 

Fri’siilcnt Slunilard Oil Company, City. 

Dear Sib: I beg to inform you that I am in receipt of advice that on January 1 
the rati' on petroleum oil and its products will be to $1.2.5 per 100 pounds on car¬ 
load shi()ments from agreed Eastern points. 

Yonrs, truly, Wm. Spboule. 

[Copy of telegram.] 

W. H. TiLFOUn, Broadiniy, Neic York. 

J. 0, Stubbs telegraphs me that oil rate will be $1.35 January 1. 

E. A. Timi'ORi). 
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[t'opy.l 

[Personal. I Standakd Oil. Company, 

Sun Frumunen. December ,s’, ISSS. 

W. H. Tilpord. Esq., 

Vice-Preeident Stumlurd Oil Company, X Ilroadu-ay, New York. 

Dbar Sir; I will tulegrapU you this afternoon as per translated copy of my 
message herewith attiiched, which is self-explanatory. 

I wrote yon on tin; (ith instant, subjiiet, “ Freight rate.” In my letter of above 
date I give you verbatim my telegram that 1 sent to Mr. Stubbs in New York. 
1 herewith hand yon eoliy of a letter that I have received from Mr. William 
SpronU;, assistant general freight agent Southern Pacific Company, this city. 
This l(‘tter of Mr. Siiroule's is quoting in sulistance a telegram tyom Mr. Stubbs 
in answer to my message to him of the 6th instant. 

I think we have managed this freight bn.siness pretty well from this long dis- 
t.ance, ('specially when you think that we have secured the !)0 ci'iits rate with 
which to stock upon from time to time, and after some misundtirstanding as to a 
compromise. 

Yours, truly, E. A. Tli.t'ORi). 

[(’opy • Sulf.if'ct: with Mr. Stubli.s.] 

[Personal.] Standard Oil Comp.any, 

San Fraiieiseo, Deeentber S, ItySS. 

W. H. Tilpord, Esq., 

Viee-I’renidi'iil Standai-il Oil Company, ;’i! Broadway, New York. 

Dear Sir; In looking over my telegrams and letters to Mr. Stubbs, regarding 
the pi'troleum and its products rate, also my correspondence to you on this sub- 
.iect, I find on the 2Ttli ultimo I wrote you, sub,iect, '‘oil rate” (ideas(' reftu' to 
this letter), wheridn I (pioted a dispatch that I had received from Mr. Stubbs. I 
also st.at('(l ill tliis letter that 1 would make up some sort of message to send to Mr. 
Stublis in answi'r to his from Cliicago, November 26. I do not think that I sent 
you a copy of the message referred to, which telegram was as f(dlows: 

"Novemher 26, 1,S86. 

“.I. C. Sturrs, 

'•('are drand I’aeijie Ilolel, Chieayo: 

To quote Pinafore, Hunt evidently got those babies, or rates, mi.xed u]). Lines 
had better give !)6 a trial. If later on there's possibility advancing, you know I 
am always willing. Whittier has large lot Clqiper oil and it will be hard for us 
to meet this competition even if our rate made !tU.” 

As this freight-rate cpiestion is now settled, and I want you to know just exactly 
what has pa.ssed between Mr, Stubbs and myself, I bidieve with the above dis¬ 
patch you now have the full data up to date on this subject. 

Yours, truly, E. A. Tilpord. 

[Lopy of toIf'Kriiin.] 

San Francisco. December H, /xs.'t. 

W. H. Tilpord, .'o' Broadn'uy. New York: 

Assistant general freight agent Union Pacific Railway just arrived here. He 
says practically rates from Chicago till per cent of New York rate. This answers 
your telegram, Ith. Lead rate will be .lanuary I, $1.66 from St. Louis; linseed 
yo from Missouri River. We have stocks both suflicient to last next 4 months. 

E. A. Tilpord. 

This is since the interstabecommerce act and shows that the roads allow tin; 
Standard Oil Trust to stock up on low rates without the gcmeral public knowing 
anything about it. 

Q. (By Mr. PuiLl.irs.) How do you explain that, in view of the letters that 
were read by Mr. Archbold before this commission stating that there had not 
been discriminating rates givi'ii since the inter.state-commerce law went into 
effect?—A. I do not believe thoiie letbirs at all. My experience with railroad men 
has been such that I have a very low opinion ot them. 

HOW WERE THESE TELEORAMS OBTAINED? 

Q. (By Mr. Jf.nkr. ) Do you know whorti this paper secui’ed copies of these tele¬ 
grams?—A. This Mr. Bi.ssell came to the Interstate Commerce Commission and 
also corresponded with me. Mr. Bissell wanted me to go in with him to prose- 



STANDAKD OIL COMBIKATIONS :—RICE. 727 

cnte this matter Before the Interstate Commission, and I would not be surprised 
if the Interstate Commerce Commission had got copies of all these. 

Q. But you do not know wliero the paper itself secured the “opies?—A. At Chi¬ 
cago; that is a Chicago paper. 

Q. Where did they get copies of these telegrams?—A. I think they got them 
from Bissell himself. 

Q. Who is Mr. Bissell, and how did he get them?—A. Ho is one of the officers 
of this railroad; W. A. Bissell, St. Louis. He was general freight agent of the 
Atlantic; and Pacific, Railroad, one of the throngh lines. I think Bissell was dis¬ 
charged, and it strikes me he became an (;mployoe of the Standard Oil Company 
afterwards; that is my impression. I am not positive about that, but he was the 
man that exposed .all this. 

CJ. Of course the.se telegrams are of a private character between officials 
of the Standard Oil Company, and it is (piite singular that they should fall into 
the hands of Mr. Bissell.—A. Mr. Bissell was discharged, either di.scharged from 
the railroad or the Standard Oil Company, or he left them; that is the way they 
got out. 

Q. So you think there is no (]ne.stion at all as to the trustworthiness of these?— 
A. No ipuistion, not at all; and 1 would not be surprised if the copies of these 
were with the Interstate Commerce Commission, because I knowhe corresponded 
with them. 


‘'COMMISSIONS" ON I’UKKIHT. 

Now. they have got up a new phrase; that is, comparatively new; within ,5 or 10 
years maylK;, Imt sincetbegmieral rebate exposurescameout. They have adopted 
the new phrase ■■ commission, "a per cent off. The railroads say they can pay what¬ 
ever commission they please: that is, they can pay 10, 2.1, or ilO per cimt on a ship¬ 
ment. you know, and then go on the stand and say they arc not paying rebates. 
They have adopted that name " commission " instead of rebate; a new order of 
things, that is all, to whip the devil around the stump. 

Q. (ByHenatorKvLE.) Paying commissions for freight?—A. Yes; forinstance, 
if you are .sbipjiing $.'i(l,()(H) or .‘ 5100,1100 worth of goods in a certain length of time 
they will taki; off' 10 or 71 jicr (;ent instead of making a rebate. 

Q. Paid as a bonus to get trade ?—A. Yes. Hero is the point: These barge ship¬ 
pers send an agent to a railroad and say to tluuu, “ No'w, 1 think I can get that 
man's business, amounting to so muidi, provided you can pay him a certain com- 
mis,sion,'' Well, ‘‘ How much do you want? ’’ That is finally arranged about the 
per cent; it is done throngh this intermediary, may be, although 1 do not know 
that the Standard l )il Trust has to do anything of that kind. I think they go 
direct to tlio headiiuarters of the road anti make their own commission. Their 
own men art; offli;ers and trustees and fix all that easy enough.' 

Q. (By Mr. Cl.mike.) Have you any correspondence or doiuiments of any kind 
toprote I bat use of the word “ commission ? "—A. No; I do not know that I have. 
I have not any at hand here. 

Q. IIow do you know. then, that is thi'ir present method?—A. I know that from 
general information that I have had on the subject. 

Q. (By Mr. S.MY'i'ii.) Have you ev(“r asked tor a commission'?—A. No, sir. 

y. It inis never been refused you?—A. I have never asked for it, and of course 
it lias never been refused. 

tj. Do you suiipo.se it would be refused'?-A. Why, certainly. They would say 
at once, we are not giving rebates, are not giving any discriminations or giving 
commissions to anybody. 

Do you think that is done in other lines of business than the oil business?- 
A. Oh, yes; only I think the discriminations in the oil business are much greater. 
I think that almost all these trusts and combinations are formed upon these lines; 
and then tliey go to a railroad and say, “ We have got so much freight to carry. 
\V hat will you take it for? and if you do not 'want it we will give it to some other 
railroad," They will fix up a rate and say, " We will give you so much freight 
within a certain length of time.'’ These large shippers figure all these things 
out. They know just what a road can take freight for and make a small margin. 

Q. You have no proof of that'?—A. No; I have no proof of that. 

Q. But you think it is so?—A. I do. I should say with all these gross freight 
discriminations that I have exposed here they would do almost anything to accom¬ 
plish their end, when it is right against the law. It is ^.(XHI fine and 2 years in 
the penitentiary for each and every offense of freight discrimination, but what 
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does It amount to? It does not amount to anything. It doesn’t deter any ot these 
men from freight discrimination, not a bit. 

Q. Do yon mean us to understand that it is owing to the hostility of the 
Standard Oil Company to you iwrsonally that these commissions are not sranted 
to yon? Do yon think they are granted in other lines of business?—A. Oh, yes; 
certainly they are; and the letters of Receivers Cowen and Murray are tlxe best 
evidence I know of. They themselves say and admit in that letter to the Inbir- 
state Commission that they themselves are criminally violating the interstate- 
commerce law, .and after .Tannary. 1898, “ we are going to observe tariff rates;” and 
they say further, ■■ If we find any of onr neighbors violating the law wo will com¬ 
plain to yon and we hope you will u.so your best efforts to compel them to come 
to time.” They write a letter and admit that they are criminally violating the 
law, and they are the receivers of a railroad under protection of the United States 
court. My idea of it is that they thoiaght that the other roads were giving a big¬ 
ger commission and better rebates than they, and they were not getting their 
share,and they ,iust thonght they would come out and expose them.' 

Q. Your complaint is that they would not givut yoxi any?—A. My complaint is 
against freight discrimin.ation; that the small shipper can not do any business 
to-day because of rebates and freight discriminations. It is tlie greatest evil of 
the day, and it is in gross violation of the law. We have plenty of laws but they 
are not executed; one man stops the whole business. The Federal antitrust act 
has all the elements in it to protect the people, but it is not enforced. It is not 
worth that [snapping his fingers]. 

THE ATTORNEY-OENER.irL SAID NOT TO ENFORCE THE LAW. 

Q. (By Representaiive Livingston.) Please explain why the antitrust act is 
not executed.—A. Becau.se the Attorney-General does not enforce it as he ought 
to enforce it. 

tj. (Jan it not bo enforced in the States independent of the Attorney-General?— 
A. No. The act says that it must be done through the Attorney-General of the 
United States and his deputies. You know he has about T.o deputies under him. 
I will ,iust read .section 4: 

” Sec. 4. The several circuit court.s of the United States are hereby invested 
with jurisdiction to preventand restrain violations of this act; and it shall be the 
duty of the several district attorneys of the United States, in their respective dis¬ 
tricts, under the direction of the Attorney-General, to institute proceedings in 
equity to prevent and restrain such violations. Such proceedings may be by w<ay 
of jietition setting forth the case and praying that such violation shall be enjoined 
or otherwise proliibited. When the parties complained of shall have been duly 
notified of such petition the court shall proceed, as soon as may be, to the hearing 
and determination of the (;ase; and pending .such petition and before final deiu-e-e, 
the court may at any time make such temporary restraining order or prohibi¬ 
tion as shall lie deemed just in the premises.” 

(^. Has there been any effort made in your State to enforce that by any ono 
of those solicitors?—A. I do not know. I have had correspondence with the 
Attorney-General of the United States myself in .regard to proceedings ag.ainst 
the Standard (Jil Trust, but he doesn't act. I wrote him a year ago. 

(j. Havu! yon tlnat correspondence'?—A. No. 1 haven’t it with me; but that 
is the great trouble with the whole business. It this antitrust act which was 
passed had been immediately imforced, I ilo not think there would have been this 
epidemic of trusts we have to-day, liecause they can enjoin and prohibit and 
confiscate their goods. I will just read that part of it: 

“Sec. fi. Any property owned under any contract or by any combination or 
pursuant to any conspiracy (and being the subject thereof) mentioned in section 
1 of this act, and being in the course of transportation from one State to another 
or to a foreign country, shall be forfeited to the United States and may be seized 
and condemned by like proi:eedings as those provided bylaw for the forfeiture, 
seizure, and condemnation of property imported into the United States contrary 
to law.” 

They can enjoin. Suppose all these 75 attorneys were under orders from the 
Attorney-General of the United States to proceed against everyone, it would 
make a great difference. But of course it would not amount to anything unless 
you get some of them in state prison—fines with them don't amount to anything. 

(J. (By Mr. Jenks.) Do I understand you to say that in your correspondence 
with the Attorney-General the Attorney-General declined to enforce the law'?—A. 
He made excuses from one thing to another; that he hadn’t the time to look into 
it, and the Assistant Attorney-tieneral had gone to Europe and hadn’t got back. 


' For the letter referred to, wss i>. i>;7. See also Mr. Pago, p. 770. 
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Senator Kyle. I think it would be better to have a copy of the correspondence 
furnished, if you can furnisli it, inasmuch as an implication has been made tliat 
he in a sense has put yon off. 

Q. (By Mr. Jbnks.) Will yon be kind enough to furnish the commission a copy 
of the correspondence with the Attorney-General?—A. Yes, I can. 

Mr. Jenks. If you please.' 

THE INTERSTATE COMMERCE COMMISSION DOES NOT DECIDE. 

Q. (By Eopresentative Livingston.) You said awhile .ago that discriminations 
on thi.s transcontinental line were prevalent and con.stant. Havii you made any 
effort with the Interstate Coimnorce Commis.sion to have that stopped?—A. I have 
in a few of my own casiis lieric Eight or 10 years ago I made complaint—and the 
cases li.ave all been held up and have beiai decided, partially decidc.al—and they do 
not amount to anything. I have brought suits against the transcontinental lines, 
with notilications to 1.10 lines that they should appear and answer; and I proved 
all these gros.s freight discriminations, and I believe they are going on just as 
much to-day as ever.® 

Q. What does the Interstate Commission say aliout it?—A. They do not decide 
my cases; they do not decide this gross freight discrimination. 

Q. Do they give you any reason why they do not decide them? Have you any 
correspondence liei'e that will show that?—A. Yes, hero is the decision of this 
case. 

Q. (By Mr. Piiii.i.ips.) When was that decision rendered?—A. April 1), 18112. 
They wer(^ brought in March, 1881), and April 2(1,1881). They did not decide them 
until April 11. 18112, and then they only i)artially decided them, and left them all 
oi)en for additional evideiKM*. 

(By Representative! Livingston.) Addition.al evidence on which side?—A. 
And of (!ourse it .so disgusted me that I would not liave anything more to do with 
it; T would not takt' any more evidmice. I had spent a lot of money, and I had a 
first-class lawyer, one of the finest in the United States, .and a railroad man, to 
see to the case.s, and proved all that 1 charged, and then they hung them up. 

condition of independent refiners. 

Q. (By Mr. Smyth.) You are a producer of oil as well as a refiner?— A. No, I 
ha\ e not refined any oil since May, 1.811(1. 

t^. Does this iiersecution on the part of the Standard Oil Company apply to your 
business as a producer of oil?~A. No, 1 do not suppose it does, because I get the 
same inice iier barrel as anybody else. 

y. They buy your crude oil?—A. Yo.s. 

It is only your business as a refiner?—A. Yea. 

tj. Have you bemi forced to di.scontinue your business of refining?—A. Yes, I 
ha.V(! been forci'd to di.scontinue refining owing to freight discrimination. 

(.J. And your refinery is idle?—A. Yea, idle and rotting down. I have not run 
it since bsilfi. It is useless for anybody to try to build a new refinery against 
the.se odds. That would be suicidal. Even if I had $1,000,001) or $.1,000,000 I 
would not “buck" against them, 

Q. (By Representative Livingston.) Did they offer to buy your refinery?—A. 
At one time we had some n<>gotiations, but not latterly. 

Q. Why (lid not you sell to them?—A. Well, they did not want to pay me what 
I thought it was worth, and I did not sell to thi.mi. 

Q. You either had to take what they offered or (piit?—A. Yes; and since that 
time they have been charging me as a blackmailer because I did not take what 
they thought it was worth. 

y. (By Mr. Smvtu.) But there is no obstacle in your way as a producer of oil?— 
A. No. 

y. (By Mr. Kennedy.) Are there any refinerie,s in Ohio independent of the 
Htandard Oil Company?—A. YT)a; Scofield, Shurmer & Teagle have one at 
Cleveland. 

Do they refini! the Lima oil?-A. I do not know that; I am nut sure about 

that. 

C^. Do you know whether they are doing business at a profit or not?—A. No; I 
do not. 

Q. How long have they bemi in business?—A. They have been in business a 
good many ye.ars; I do not know whether they were Qoin^ it at a profit, but on 
general principles I think then' is hardly any refinery making money. 

Q. They have a large refinery?—A. Yes; pretty good size. 


' Filed with tho Coiiiinissioii, See p. 716. 
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GOVERNMENT OWNERSHIP OP RAILROADS THE ONLY REMEDY FOR FREIGHT DIS¬ 
CRIMINATION. 

Q. (By Representative Livingston.) What is your opinion and the opinion of 
others similarly situated with yourself as to the real reason why these things are 
not attended to? You seem to think the authority is broad enough.—A. Yes; I 
do. The whole trouble is because the officials whose duty it is to execute the law 
don't do it. 

y. 'Why do they not do if?—A. That is what is the matter—why don't they do 
it? That I can not answer. 

Q. Is it political, pecuniary, or what is the trouble'?—A. I think the trusts and 
combinations have their powerful influences. 

y. Do you mean in a pecuniary or political way, or Ixith?—A. Tthink they have 
it politically. 

Q. (By Mr. FAuyuiiAR. ) Do you not think there is a remedy in the Sherman 
antitrust act for all of these troubles that have come upon you'?—A. Yes; cer¬ 
tainly I do. 

Q. You think the law is 8uffi(upnt?~A. Certainly. All the trusts and combi¬ 
nations could have been destroyed if the Sherman Act had been executed in its 
earlier days. 

Q. (By Mr. A. L. Harris. ) You know the Knight case was decided many years 
ago'?—A. That was before the Sherman Act. 

y. (By Representative Livingston.) Do you mean to say that you have no new 
suggestions or recommendations to give to the commission by which we can amend 
that law or bring into life a new law by which these trusts and combinations can 
be. controlled?—A. I do not think any amendment to any law that you have got 
will do any good; I believe in (xovernment ownership of railroads. I do not 
believe there is any other way that you <;an get out of that trouble. Wo have 
had 13 years' trial of the interstate-commerce act and 0 years of the Federal anti¬ 
trust act, and have not reached it. 

Q. (By Mr. Phillun.) Pi-ovided the Government did own the railroads .and 
there was absolutely no discnmination in freights, could vou refine and market 
oil in this coiuitry'?--oV, I think I could, but I can not do'it now. Of course 1 
could not do it so well ;is I could before this epidemii; of combinations came on 
.several years ago, before the.se mammoth combinations got up. Now they come 
in and cut prices right where you sell and freeze you out. 

Q. If I uudiTstand you, any large c.ombination can follow up the .small operator 
and get the markets?—A. Yes. 

Q. And absolutely destroy him'?—A. Yes. 

Q. If there was absolutely no discrimination?—A. Yes, they couid do even that 
without any discrimination and do it by those ill-gotten gains that they have 
secured in the jiast. 

ONLY DIRECT LEGAL ACTION CAN DESTROY THE (SIMBINATIONS. 

Q. (By Representative Livingston.) Then ownership of railroads would do no 
good unless the other remedy came with if?—A.' What? 

Q. The de.struction of the combinations'?—A. Y(;s. that would help, you know, 
to de.str.xy them. Gf course, I do not see any other way of destroying these com¬ 
binations, excepting that the attorneys-geniiral of the various States forfeit their 
charters. 

Q. (By Mr. Clarke.) Do we have any iiower against combinations of foreign 
countries'?—A. I do not know why we have not. 

t^. Would you repeal the protective taritT?—A. I would rejieal the protective 
tariff wherever it affects any trust or combination. 

Q. Well, suppose a trust or combination was formed in a foreign country upon 
some article or line of merchandise that gives them an opportunitv to operate 
digain.st similar productions in this country as strongly as any combination does 
here. Wouldn't you need a jirotective tariff to protect you against that'?—A. I 
believe in a protective tariff to a certain extent, to the protection of home indus¬ 
tries. 

Q. (By Representative Livingston.) Provided it is an individual industry?— 
A. Yes, I say to protect the individual more than the trust. The trouble is that 
the tnists and combinations are getting all the protection, and the people and 
smaller fellows do not seem to get it. 

(Reading;) " The Chicago, Rook Island and Pacific Railway, in which two trus¬ 
tees of the Standard Gil Trust, Henry M. Flagler and Benjamin Brewster, were 
directors, issued on June 13,1301, a ‘ sixicial tariff,’including all connecting lines. 
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in which petroleum ,an<l its prodiicts from Whiting, Ind., are made at Chicago 
rates as follows: 

Current Chicago rate.s as publi,shcd in various issues of this company.’ ” 

(No doubt ])ractically in effect to-day without a published tariff.) 

“The Standard Oil Trust have at Whiting, Ind., suburb of Chicago, on the 
Lake Shore, the largest petroleum refining plant in the w^orld. 


“FRElOUTDISCiRIMINATION OF UO PER OF.NT IN 1897, IN FAVOR OP THE STANDARD 

OIL TRU.ST.” 


Now, here is something in 1 ShT; that is pi-etty lat e discrimination, Mr. Archbold 
says you have not had any since 1HH7. Tliis is up to 181tT. 

(Heading.') Iii 1897 the New York, New Haven and Hartford ILailroad Com- 
jiany, in wbicli William Rockefeller is a director, discriminated in freight rates in 
favor of the Standard Oil Trust to the e.'ctent of 110 per cent, by which a cars of 
na.pht,ha, containing 10l),98fi pounds, was carried at •18,1)00 iiounds, or 3 carloads 
for one, applicable to all Standard shipments, this being accidentally discovered.”' 

Q. (By Mr.,TKNKS.) Where was that proved?—A. Why, it was before the Inter¬ 
state Commerce Commission, and I have got here letters from Mr. Coburnin regard 
to it. the. Liberty Oil Company. 

Q. What did the Interstate Commerc(^ ('ommission decide?—A. They have not 
made any decision yet. 1 have (extracts of the testimony—1 do not know but I had 
better I'ead them—publislied in the Springfield Republican of March 13, 1898, of 
diffcDuit oflicei s of the railroad in regard to it. 

Q. Perhaps you had better file this with us so that -we will have it on file here?— 
A, I will I'ead a letter liere. 

Q. Y'ou might read I,he let.tei' and we will take references to the Interstate Com¬ 
merce hearing?—A. This is a letter from the Liberty Oil Company, which refers 
to some of tile matters. 

(Reading:) 

‘■Chelse.v, Mass., IXveiiihir 7.5, 7A'97. 
"Mr, Oi':oii(j]': Rice, .is/or Nt-w lin-/,', N. V. 


"D 1 ';ar Sir: Your e.steemed favor of (he 14th instant at hand, and your kind 
feeling toward us in our light willi the Standard Oil (lompany we certainly appre¬ 
ciate. We are .still having a very hard light with the Stan'ilard Oil peoide here 
in our tank wagon business, but up to the present time we ' hold the fort.’ ” 

But 1 was going to say right here that I have .seen the original waybills of these; 
Ml'. Ma.rclia.nd of the Interstate Conmierce Coniniission sliowed me the original 
waybills showing this. 

(A (By Senator Kvi.k.) The ones referred to'in this case? A. Yea. 

(Reading:) 


" In regard to the underbilliug of Standard Oil Comiiany freight, the paid freight 
bill of wliich we hold, ivill .say for your personal use that ihe wholematti’r with all 
papers is nowin the hands of Mr. jVIarchaud, agent of the Interstate Coiiimerce 
Conimis.sion, who leaves here to-day for Washington, and everything looks fair 
now that we shall be able to procure a criminal indictment against the Standard 
Oil Comjiaiiy in this case. Both Mr. Proiity and Mr. Marchatulof the commission 
feel confident that they have a sure case, and we .shall jiiish it for all it is worth. 

‘ • When anything new < icciirs in this matter I wi II, both at your own reipiest and 
at the nspiest of Mr. H. I). Lloyd, ki.'cp you posted. 

“ Thanking you for the interest you have manifested in our -welfare, we are. 
Most resiiectfully, yours. 


“Lhiektv Oil Company, 

C. M. COHL'RN. Mauaijer." 


(Reading:) "This is a fine o.xposf; of what legalized pooling would mean, for 
this road was a niember of the .Joint Tariff Association, which compriseil all 
railroad lines east of Chic,ago—strongest railroad )iool ever organized—by which 
they dictated the rate terms to all the lines west of Chicago on which they would 
be permitted to get their traffic to the soalioard. 

"Another tine fe,ature about this pool was that they excluded petroleum from 
the regular classified rate-making power, and made it subject to special contract. 

"On December 14, 1883, the Produce Exch.ango of New York e.stat)lished, by 
resolution, and not changed, a gravity weight in the sale of refined oils of 44 


‘ Soo Mr. Page, ijp. 770-775; Mr. Wcstgtito, p. :j73; Mr. Arcbliold, p. 550. 
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(lesroea, which actually weighs fi.7 pounds per gallon. The railroads to-day have 
an established weight of (l.t pounds per gallon, hy which the refined oils of the 
Standard Oil Trust are now carried free, to the extent of 4.68 per cent, through 
underweight."' 

Q. That apjdiea also to the oil of all their competitors?—A. Why, certainly; of 
cour.se it does; hut their having a large amount more makes it greatly to their 
advantage, and on their lubricating oils, that are canned at 63 . it is 1.5 per cent. 

Q. (By Mr. S.MYTii.) That statement that yon make at the top of the page 
about the 3 cans of naphtha—was it proved that that was the custom? Was 
there more than 1 case or was only 1 case proved?—A. They would not be apt to 
prove more than 1 (aise; that was the only case that came up. There was not, 
as I niuhu'stand, any further proof of any other cases. Thcis* would not 1«); this 
only got out accidentally, you know. You never can find out anything of this 
kind except it comes out accidentally. It is fair to presume that all their ship¬ 
ments over this line wiue on this .same l)a.si.s. No ([uestion about that whatever. 

(J. (By Mr. .IKXKS.) Do you know wlnit defense they put in?—A. Mr. Howard 
Page, the agent of the Standard Oil Oompany, went over to Boston and said that 
it wa.s a clerical error, and it wa.s corrected. They would do that. Of cour.se, 
they are very nice men and they would probably do that every time. They proba¬ 
bly carried a thousand cars there that same way. 

(Reading:) "This also applie.s to paraffin and lubricating oils, fuel oil, and 
residuum, which are carried at 17 iiercent less than actual weight. The Stendard 
Oil Trust, own over 8.000 tank cars, which are paid for every li years,' through the 
allowed mileage rate of three-tiuarters of a cent a mile e;ich way, another fonn of 
freiglit discrimination, for the railroads pay to them three-cpiarters of a cent a 
mile to haul back a dead weight empty tank car that is not applicable to general 
freight like a box car.” 

,Tust thiidt of that. 

Q. (By Mr. Faiuji uar.) That applies to all owners of tank c.ars?—A. Yes; but 
they have got most of the tank cars. 

Q. Does it not also ai)idy to the private cars of meat coui))anies?—A. Why. yes, 
of course; it ajiplies to all. But a box car can bring back otlier freight. 

(Reading:) " Reci'ivers Cowell :md Murray, of th(> Baltimoreand Oliio Railroad 
Conijiany, on Deeembi'r 311. I8!)8, admit tliat within the territory north of the 
Ohio River and east of the Mississipjii secret rates, drawbacks, rebates, and other 
devices were then in vogue.'"' 

If you would like to have it read I will read it. 

y. (By Mr. PAityi'H.Mi.) We have had this fullyin the testimony by Mr. Cowen 
himself. He explains his own letter in the transportation part of it.—A. I would 
like to call your attention to a very imi>ortant thing. 

(Reading:) " Section )1 of the interstate-commerce act jirovides that all original 
tariff sheets ‘ shall also state separately the terminal charges and any rules or reg¬ 
ulations which in anywise change, atfect, or determine any part or the aggregate 
of such aforesaid rates and fares and charges.”' 

Now, let us see about that. 

(Reading:) " The railroads in gross violation of this section issue and file with 
the commission general rate tariff sheets for'public use, and then side track these 
by the issuance of innumerable supplements, special oil tariffs, special circulars, 
commodity rates, etc., that are often and indiscriminately filed as a substitute to 
change, cancel, and amend the original tariffs, and to such an extent is this done 
that in reality there is no head or tail left of it—very little of the body—but it 
stands inviolate for public use.” 

Now, that is one or the grossest misuses, you know, of the Interstate Commerce 
Commission by the railroads. Here they come and file a general taidff, and the 
act says here that the general tariff shall state everything that affects the rates, 
and they do not pay any attention to that and the Interstate Commerce Commis¬ 
sion do not enforce it. And why do they not enforce it I should like to know? 

y. (By Mr. Kknnkdy.) Do they not say themselves that they have no power to 
enforce it?—A. No power to do that? It is very (lueer. They can enforce that, 1 
think. I think it is a very flimsy excuse about thi.s no power. 

C^. Have not the Interstate Commerce Commission year after year asked to have 
thmr power enlarged so that they could imforce their finding.s'?—A. Oh, yes; I have 
undei'stood that, but they have plenty of power to do a good deal more than they 
do, and they don't do it. I say that is one thing. I say here (reading): 

" The rpiery is. Why i.s it that for 12 years the Interstate Commerce Clommission 
have neglected their duty and not corrected this gross evasion of the law, and 

• Soe Mr. Piuje, p. 766. ^ Mr. Pago, i>. 776. 

»Seo copy or tboir letter, p.Ji'lT. See also Mr. Page, p. >70. 
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allowed such special tariffs to be tiled, and why is it that all general tariffs omit 
tins wise provision of the law, and why is it that railroads do not eoinply witli 
tho law m any of itn ossentialR, nor are forced thereto?” 

What is the reason they don't do it? Because we have not got any kind of a 
country here that enforces its laws. 

(Reading:) “ Charles Francis Adams, president of the Union Pacific Railroad, 
had this to say, December 15, 1888, before thci Commercial Club of Boston: 

‘“Iho dishonest methods of rate cutting, the secret systems of lebates, the 
indirect and hidden payments made to influence tln^ course of trafti(^ r(\sorted to 
or d(‘vised during the last 2 years 1 do not hesitate to say are unprecedented in 
the whole bad record of the past.’ 

“ The above charges included 8 months’ experience of the interstate-commerce 
act, whic.h was, and is to-day, utterly ignored with no effect on lawless railroad 
freebooters, 

“ In 1891 an expert accountant discovered that $7,000,000 in rebates had been 
paid by the Atcliison, Topeka ami Santa Fe Railroad (Vunpaiiy, of which no 
doubt the Stendard Oil Trust got the lion’s share.' 

'•These diserimiimtious are not now confined to oil. hut extend to and cover 
nin(!-tenths of tlie comnicrce of tlu! i-ountry, meat atid manufactured prodmds 
as W’ell as tlie products of the soil and mint's, which articles to-day are controlled 
by the great tru.sts anil combines, and this control lias Ix'cn secured only through 
unlawful rebates. These eomhinations liaving thus olitaiiicd the absolute control 
of the railroads, turn atiout and dictate the rates of freiglit tliese railroads sliall 
cliarge, and thus dictalc what tlieir competitors sliall )iay. 

'' I am reliably informed that there is nota railroad leading tint of Chicago hut 
has a representative Imyer that ])urchases ail the grain shipped over its lines. 
On this grain 10 to lo cents a hnsiicl rebate is paitl to flie hiiyer, who divides the 
sanie with the railroail oflicials, all of whicli comes out of the farmer. 

" The State exorcises its rights of eminent domain to give the rigid of way to 
file railroads; the ])i'i)])le thus part with tlieir jiroperty to these corjiorations on 
the faitli that they shall exercise tlie franchises tints granted honestly ainl with an 
e(|ual hand. 

■' It is a hiiriiiiig slijime that these rights and franchises, the gifts of the State, 
should ho ailininistered by uailvoatl magnates to the impoverishinent and slavery 
of the people. 

“ Free and open transportation and iintranimeled opportunities of doing Irnsi- 
iii'ssare virtually closed anil sealed. 

"’tiio farmer complains of extortion, hut is blinded by the secrecy in which it 
is iilaimcd. 

" The amount of these fraudulent reh.ates would pay the interest on his hoine- 
steail mortgage, earn him a living, and make Ids life fonteiiteil and liapiiy. 

These lUscriminatlons in rates and fraudnlent rebates of freiglit to favored 
comliinatioiiM and officials are tlie crying evil of the ilay. 

"Oiir laws are overridden, our courts are condemned, and mir whole social 
slriictiire is debauched.'’ 

Q- (By Mr. ,Ienks. ) Yon have already explained to us the rest'/—A. 1 will put 
in the following as an exldhit; 

■ Till'; INTERSTATE COMMERCE ACT PROVIDES A PENAI.TV ON OAERtEUS AND 

SIlIl'PERS, OK J.'I.IKKI KINE AND YEARS IN THE PENITENTIARY. FOR EACH 

AND EVERY OKKENSK, UUT IT HAS NO DETERRENT EKKECT TO STOP REBATES. 

“ The iiiterst.ate commerce act provided a penalty on c,wrier offirials, and by 
ameiidineiit, on tlie shijipers, of $.’).000 fine and 3 years in the peniteiifiary tor each 
and every offense, and with .such stringent measures no ileteri ont effect is had on 
rail or trust officials. The same old unbroken line of freight iliscriminations for 
27 years in tlie form of ‘ secret rates, drawliacks, rebates, anil other devices,’ have 
continued to exist up to date without a break, and for tlie reason tliat not a viola¬ 
tor of tlie .let lias yet been sent to the penitentiary to atone tor his misdeeds. 

“IT IS VUITF, EVIDENT FROM THE KOI,I,OWIN(l PACTS THAT THE STANDARD Oil. 

TRUST M.AS ONI.Y MADE CRUDE PETROLEUM CHEAP TO THE PRODUCER WHILE 

IT MAKES THE PRODUCTS THEREOF IN COMPARISON HIGH PRICED TO THE 

CONSUMER. 

“ It is ridioulously absurd to say that the Standard Oil Triust has made oil 
, that is necessary to refute such false assertions is to refer to a pam¬ 

phlet issued by Solicitor Dodd in 1888, in which ho broadly asserts that overpro- 


I See Mr. Pago, p. 7S1. 
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(Inction was the cause of iiiakinK crude petroleum cheap, hut in subsequent 
speeches ho couples tho products thereof with it. 

“ Petroleum products are as much hif'her than they should ho as tho overcharges 
or freight discriminations this monopoly roc(Uves; tor all freights are purposely 
advanced and made that muidi higher in oriler that greater di.scriminations may 
follow, which tho consumer is forced to pay in higher-priced oil. To-day, and for 
many years hack, this monopoly has charged producers of oil in tho oil-producing 
regions 20 cents a barrel for loi-al pipage not (iosting .T cents. (ir + times more than 
it co.sts, and when crude oil s(dls at .oO cents a barrel this charge is -tO per cent of 
its market value. This is the how of it that this monopoly makes crude oil so 
cheap to tho producer. The Standard Oil Trust admits cost of local pipage of 5 
cents a barrel. (B, 102.)' 

“ To-day, and for many years back, in conspiracy with tlui railroads, it has 
charged the same pijiage rat(‘s to the seaboard as tln^ railroads Charge, and to-day 
this conspiracy charge is 10 times more than the iiipage cost—that is to say, the 
present rail rate from the oil regions to the seaboard is Ui.l cents per 100 pounds, 
and on 320 pounds in bulk to tlui barrel ecpials .")2.S camts per barrel, while the 
pipage does not cost to exceed 5 emits a barrel -—and this is another way this 
monopoly has of making crude oil cheap to the producer and high to the con¬ 
sumer. 

"Ml'. F.B.Thurher seems to be an outside champion for this monojioly, and 
says it has made oil cheap, because in l.SIl the average price of retined oil for 
export was 2.'),7 cents per gallon, while in IHiiS it only averaged .i.T cents per gallon, 
and gives the following reasons therefor; 

This great decline in the price of oil is attributed partly to the increase in 
production, hut more largely to improvements in manufacture and transporta¬ 
tion, which were only attainable through the aggregation of capital in this 
industry."’ 

This man has no e.xperieuce whatever in tho oil business, but ho is the champion 
of the Standard Oil Trust. They put him forward here as an outside man. 

Q. (By Mr. Ci.arke.) Do you dispute his statement that it was only attainalile 
through the aggregation of capital in this indnstry’'~A. Tes; I do ilisjiute it. 

(Reading:) "Why is it that Mr. Thurher does not enlighten ns and give the 
reason why refined oil for exi)ortwas reduced Ifi cents a gallon, or §17.oO per 
barrel, from (11.) cents, average price in istil, to 2Cf cents, average in l.Sloy I 
presume his reasoning would he that the Almighty did that, while the Standard 
Oil monopoly engineered all the balance without His aid or assistance. 

" Why IS it that Eastern home dealers and consumersof retimsl oil. just ])revious 
to the entering of home competition at the seaboard. April, hsitti. had to pay more 
than twice as much for their oil as foreign consumers for exporft The price pel- 
gallon, in bulk, to I’etail dealers was Sit cents a gallon, and for I'xport -U cents a 
gallon, with crude oil $1.20 per bariad, and this is how Standard oil is made so 
cheap. 

" Why i.s it that Mr. Thurher does not enlighten this committee and give the 
reason why in 181)2 refined oils were selling in several of the States, like Ttixas, 
Utah, and Idaho, at -1 times the price of export oil for foreign c(jnsumptiou? In 
Wyoming and Nebraska it was 3 times as much, and in Arkansas, Alabiima, 
Florida, Georgia, Mississippi, Missouri, North Dakota, South Carolina, South 
Dakota, Tennessee, and Washington double the export price.” ' 

This is all fully explained, gentlemen,in my exhibits here, B 171, etc.; and iny 
own experience in finding out all over the United States, by sending out special 
circulars in 1892, shows those facts to 1)0 absolute, and the details are in my exhibits 
full and complete. 

(Reading:) " Tho Pennsylvania Railroad Company up to August 28,1888, carried 
same number of gallons of refine<l oil in a barrel (including the package) at same 
price as bulk oil in tank cars to offset the return dead weight of the return tank 
car, when by the power of the Standard Oil Trust and under the interstate-com¬ 
merce act, 2.0 per cent more freight has been charge<l since that time. The rate 
of freight in 1887 was .')2 cents a barrel, or 13 cents per 100 pounds. To-day it is 
16i cents, or 27 per cent higher. 

' Mr. Rice’s reference is to a paragrapli of tho contract of October fl. IKft't tsoo p. 7.18), for division 
of business lictween the National Transit CoiniMiuy and t)ic IJnited Pipe Lines, parties of the first 
part and the Tidewater Pipe (loinpany, party of tho second part. Tlic parattraidi in question, as 
uiven by Mr. Rico, is as follows: “ if in any calcmlar nionth citlicr party shall gather more tlian 
itseaid percentage of said aggregate of ernde ix-trolenni gathered, as gathering is heroin deflned, 
it shall pay to the otlier jiarty on the quantity gntliered in excess of its said percentage an 
amount per barrel equal to throo-fourtlis of tlio then eurrent full rate per liarrel charged for 
eoUecting and delivering crude petroleum in the oil-producing regions, commonly called Iisial 
pillage '■ The lis-al piliage iBaicentsa barrel, and tlie sum to he retain-.d bytiie gatln-ring i-om- 
pany, B8 payment for the service, on the excess over its agreed proportion, is, therefore,6 cents 
u luarrcl. 

aSeo Mr. Phillipfl, l>. WM; Mr. Euii'ry, pp. Mr. Uogurs, 581, .W. 

»Soo Mr. Pago, j). •»!. 
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“ To-day it costs 25 per cent more to ship the same numlwr of gallons of oil in a 
barrel than it does by bulk in a tank car, because the railroads will not funiish 
the tank cars in which to ship it. The competitive independent refiner who can 
not afford to purchase tank cars is subject to this very important disin'imination 
and can not compete, and he can not help himself. Thi.s i.s the how of it, that the 
Standard Oil monopoly make.s oil so cheap to the consumer. In tlie case of export 
it had to sell its oils at a fair living price, owing to Russian competition, while to 
gener.al consumers in America, for want of competition, it cliarges fabulous 
prices, double, treble,and four times as much, owing wholly to the power of this 
monoply to dictate to the railroads the high tariff rates tlnur (simpetitors must 
pay, while their own goods are carried at nominal figures thi'ough the grossest of 
the gross rebates or freight discriminations. The absurdity of Thurbers reasoning 
may be further illustrated when I state that the cost of refining petroleum from 
1871 to 1880 did not exceed 1 cent a gallon, and from 1880 to 1800 not ovi^r 
half a cent, and from 1800 to the present time it has not cost this monoply to 
exceed ono-ipiarter of a cent a gallon, and to the average independent refiner 
about one-eii^hth more,' so that improvements in manufacdure cut no figure, while 
the monopolistic and most extraordinary charges for pipe transportation could 
only be maintained through the power of the railroads. Mr. Thurber woulil 
manifestly have been more correct if he had stated that the price of petroleum 
products had been greatly advanccil by the Standard (.)il monoiily through tlio 
methods stated by me, and that its unlawful aggregation of capital, so nei^e.ssavy 
to the busine.ss, was thus acipiired. Mr. Thurber on November 24,1882, testified 
before a legi.slativo committee of Now York State as follows: 

“ ‘ The Standard Oil Com))any is an examide. Here is a corporation which, 
according to testimony recently given in Pennsylvania, beg,an in 1872 wuth 
$1,000,OIK) capital, which was snbscipiently increased to .$!i..')00.0fKI, and on this 
latter capitalization it paid dividends in 1880 amounting to $10,;S21,8I2, and it 
practically controls and fixes the value to the consumer on a staiilo ranking third 
m the list of our nation's exports.’ ” 

This is only on one corporation. 

[Reading:] “ • Through its speculative manipulation it has within a few weeks 
more than doubled tlie price of crude oil: .and its profits thereby are variously 
estimated at from )s!20.(KK),0(K) to $4(I,(KK),000.”’ 

C().ST OF REH'INED OIL, ritEIUHT 1-AID, 2 } CENTS. 

“ The ni.arket price of crude oil for the past 10 years—188i) to 1808, inclusive—has 
only averagi'd Icents a gallon, while the local pipeage docs not co;4 to exceed 5 
cents a barrel, or one-eighth of a cent a gallon. It does not cost to exceed this 
amount to pipe .same to the seaboard, or an eighth of a cent a gallon more. It can 
be refined for one-ijuarter of a cent a gallon, making a total average cost of cents 
Jier gallon for the past 10 years of refined oil at the seaboard, which is also aiipli- 
cable to interior refineries, to which, if we add one-half ci-nt a gallon as a fair 
average freight p,aid by the Standard Oil Trust, makes the cost 2} cents a gallon 
d(-livered to all interior cities and towns; so that one can form some conception 
when he buys oil of the immense percentage of profits thus to accrue, which can 
be turned over every flO days, and conclusively shows how philanthropic this 
trust is in comparison with the prices the consumer is forced to pay. The process 
of refining oil is very simple, easy as making steam, similar distillation. 

‘■Another method the Standard Oil Trust ha.s of making illuminating oils cheap 
to the consumer is that where they have no regular established agency they give 
a secret rebate to certain private dealers who have been selling competitive oils, 
ranging from 25 cents to $1.50 per barrel, according to the oiiposing strength of 
the opponent, to thereafter maintain the regular established card-list price niade 
by the trust. 

"THE 8 TANDAHD OH, TRU.ST HE0EIVK8 72 PER CENT ADDITIONAL PROFITS IN 
the SALK OP PETROLEUM PRODUCTS MANUFACTURED FROM LIMA CRUDE 
than from THOSE OF THE BEST GRADE CRUDE. 

“On September 15,1895, the Produce Exchange of New York, through the power 
of the Standard Oil Trn.st, passed a resolution making the manufactured products 
from inferior Lima crude petroleum, known as. sulphur oil, a good delivery, on 
a parity with the manufactured products from best grade crude. The average 
annual market price of this inferior gi-ade crude for past five years—' 894 to 1898, 
iriclusive—was 59 cents per barrel as against $1 .Oli for the be.st grade, or the latter 
72 per cent higher. Thus it is that the Standard Oil Trust received 72 per cent 

‘ Suo Mr. Loo, ji. Mr. Westgato, p. f}71. 
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more profit in the sale of manufacturca Lima crude products than from th()se of 
the luKher-priced crude, whiohcould not tie done except through the power of thp 
monopoly to enforce and exact eipial price for both classes of g^s, and this is 
another instance of tliis great trust 

grade crude so ctieap to the consumer. For the past .') years-1894 to 18.)8, inclu- 
feve—tho total production of petroleum was a7!),139,4h< barrels, of winch Ohio 
produced 8.4,300,884 barrels and Indiana 30,808,793 of this infoner grade ot crude 

^ The last (Jovernment report for 1898 has this to say about this inferior grade 

°^“*‘'Tho product is characterized by the presence of sulphur compounds, which 
make it of loss value for refining purposes than the eastern Pennsylvaniii product. 

‘ ‘ The refined product from this poor grade crude is adulterated with the pixidiuAs 
made from the best gi-ado crude, and the results are easily seen hy a white film on 
the lamp chimney that obstructs the light, reiiuires constant attention to turn up 
the wick to get more light, smokes the lamp, and has an oflensive snu ll. In -v iew 
of Ai'chbold's laudatory remarks on this particular oil it wull bo quite refreshing 
to refer to a caution circular, issued iu 1890 by one of the trust corporations, 

''"^Thi "is a very interesting circular, giving what they think about that oil (B 166). 

Ittells what the Standard thought of these oils. . , 

Q. (By Mr. Farquuxk.) Have they not, under 3 now proces_se3. eliminated the 
siiliihiir and a great many other various ingredients trom the Lima oi .'-A I ar- 
tiallv but the product from the Lima oil is not near as good as the other oil. 

O But there has been a great improvement since 1890 , .since they issued thus 
circular?—A. Oh, yes, there has been a great improvement. Tliey have improved 
tlm manufacture of it to some extent. I will put m as an exhibit to show viola¬ 
tions ot the interstate-commerce law. 

(Reading:) 

SECTIONS 3 AND 1 OP THE ACT. 

“The commission constantly receives and places on file without protest fhoii- 
sands of rate tariff sheets that plainly and uneiiiiivocally show upon then Lme 
gross violations of that all-imiiortaiit section of the act.thefourth.section, wliK.h 
mys that it shall be unlawful for any common carrier to 

for a short than for a long haul over the same line m the same direction, lo-day 
there exists 211 per cent more traflic rate charge on the short intermediate haul 
over the long haul, as the following figures show, from statements made to me by 
the secretary of the commission, July, ffeptember, and (.Ictober, 1 J9. 

“On tho shipment of petroleum and its products in 
continental lines, comprising 31 lines ot railroad, as merged into 
and changed combination now known as the ‘ Transcontinenfcil Freight Bureau, 
the following 3 railroads in the pool are cited as samples of the gross vnilations 
of the intersfate-commerce act as they ‘‘■'I'st ‘Yi^’enf 

Chicago to San Francisco, 2,3.57 miles, via Luion Pacific, Ymf vjv 

cents per hundredweight, while the highest intermediate rate to Hiimbohlt, Nev., 
L982 l.i"$l 7.5 pfr hundredweight, or 133 per cent JS^ls 

less haul, with a proportionate overcharge on 84 per now'ih ^ 

Ten years ago the intermediate rate overcharge was ^ 1’^ ^ 

From Chicago to San Francisco, vm Atchison, T'>l>«ka min 

nresent tariff rate is 78t cents per hundredweight, while tiie lugm st mtermeaiate 
r« Sad 2,017 miles, is also §1.7.5 per hundredweight, or 133 per ceiit over¬ 
charge for 6.3.5 miles less haul, with a proportionate overcharge on di 
tntT.1 shiT>inent8 Ten years ago the intermediate overcharge was ttO p( r cent. 
Present tifth-class commodity rates. \'ia transcontinental hues, Chicago to ba,n 
Francisco, is $1.65 per hundredweight, while the 

SI 85 or only 13 per cent overcharge. Petroleum products itelong to fifth c a.., 
but mSe Sal. The Standard Oil Trmst has at Whiting, Ind. on the lake shore, 
suburb of ^cago, the largest refining plant in the world, w hich i s connec e 

TseeMr Archbold, p. 6®. "lee also Mr, Lee, pp. 3T.1,27S; Mr. Emery, pp. 624, <0i: Mr. Gall, DP- 
S^Elevontik Am'ual Koisirt ot Interstate Commoree Commission, pp. 37-46. 
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by Chicago’s belt line with railway.s to all iioint.s in tiui United State.s. The sontii- 
wostern lines, comprising the ‘ Southwestern Bureau,’ composts! of 10 prominent 
lines of railway, combined with 3 prominent steamship lines—the New York and 
Texas Steamship Company and Cromwell Steamship Company—are engaged in 
an unlawful coinbination to iix rail and water rates, in viidation of the Federal 
antitrust act, while they grossly violate tlio interstate-commerce act as to person.s 
and places, and to this extent as samples: From St. Louis to Galveston, Tex.. 
870 miles, via St. Louis, Iron Mountain and Soutliem Railway, present tariff rate 
is iiii.l cents per linndredweight, wliilo the higliest iutermediaie rate toAldine, 
Tex., 807 miles, is .55 cents per hundredweigiit, or 04 per cent overcharjje forOO 
miles le,s.s liaul, witli a proportionate overchai'ge on 83 per cent of total sliipments. 
From St. Louis to Fort Scott, 838 miles, via the Mis,souri, Kansas and Texas, 
owned by Standard officials, of whicli .lohn I), and William Rockefeller and Joel 
F. Freeman, fonuer ti'easurer of tlie Standard Oil Trust, are directors, iircsent 
tariff rate is 32.i cents per linndredweight, while to Parsons, 49 miles farther, it is 
raised to 80, or ISO ]ier cent higher; continues same to Wagoner, 101 miles farther. 
At South McAlle.stei', 78 miles from Wagoner, the rate is raised to 55, or 80 per 
cent more. This rate continues to Atoka, 44 miles from South McAlle.ster, while 
at Coalgate, 4.') miles from Atoka, the rate is again raised to 60, or 9 per cent more, 
while to neiiisoii. 8 miles from Atoka, it is reduced 8 per cent, or to 55, which 
rate is maintained to Letitia, 1.088 miles, while the rate to Houston, 1,105 miles, 
is K;J4 cents, or 04 per cent overcharge for 17 miles less haul, with a iiroportionate 
overcharge on 9H per cent of total shipments. 

“THE T.ONIJ AND 8H0KT HAUL CLAUSE OF THE ACT NOT VIOLATED IN THE 
SHIPMENT OF OENEBAL CO.MMODITIES tN 5 DIFFERENT CLASSES. 

" It is a very significant fact to note that in the transportation of general com- 
moility goods in 5 different classes. St. Louis to Galveston, as promulgated by the 
]iooled ‘Soutliwest.ern Bureau’ of 1(1 prominent rail lines and two ocean steamship 
lines, there is no difference between terminal and intermediate rates. This is in 
compliance with the law, while in tin' ca.se of petroleum shipments the railroads 
adopt theliinisy excuse of water competition and grossly violate the act to the 
extent id’ (14 jier cent, 

•'Kt. Louis to Mobile, by the Mobile and Ohio Railroad, distance 644 miles, 
present tariff late is 115 cents per hundredweight, while the highest intermediate 
rale to Eight Mile Station, 011(1 miles, is 57 cents, or 611 per cent overcharge for 8 
mileslcss haul, with a proportionate overcharge on 9.8 per cent of total shipments. 
From Memphis to Now Orleans, via the Yazoo and Mississippi 'Valley Railroad, 
415 miles, present tariff rate is 17 cents per hundredweight, while the highest 
intermediate rate to Norwood, La,, H39 miles, is 1111, or 94 jier cent overcharge for 
13(1 miles less haul, with a proj)ortionate overcharge on 73 per cent of total ship¬ 
ments. From Oincinnnti to New Orleans, by the (ineen and Cre.scent route, 836 
miles, prc.sent tariff rate is 334 cents per hundredweight, while the highest inter¬ 
mediate rate to Poplarville, Miss., 7.56 miles, is 441, or 97 per cent overcharge for 
70 miles less haul, with a proportionate overcharge on 91 percent of total ship¬ 
ments. These same rates have been continuous for the past 10 years. 

“ From Oincinnati to Vicksburg, same line, 770 miles, present tariff rate is 234 
cents per hundredweight, as against an intermediate rate of 454 to Brandon, Miss., 
711 miles, or double—100 per cent more for .59 miles less haul, with a propor¬ 
tionate overcharge on 93 per cent of total shipments. 

“From Louisvillo to Mobile, 670 miles, via Louisville and Nashville Railroad 
Company, present tariff rate is 18 cents per hundredweight, as against an inter¬ 
mediate class rate of .56 to Flomaton, 609 miles, or 311 per cent overcharge for 61 
miles le.ss haul, with a proportionate overcharge on 90 jier cent of total shipments, 
with no change in rates since the partial decision id April, 1893, except in one 
instance, although directed by the comuii8.sion to revise and correct these general 
overcharges. In 1889 the highest intenuediato overcharge was 146 per cent, now 
311, or 65 per cent higher. 

" From Cairo to New Orleans, .5.50 miles, via Illinois Central, present tariff rate 
is 39 cents per 100 pounds, as against an intermediate rate of 41 to Mauchac, 
Miss., 516 miles, or 43 jier cent overcharge for 37 miles less haul, with a propor¬ 
tionate overcharge on 93 per cent of total shipments. 

“ From Lonisiulle to New Orleans, same line, 847 miles, present tariff rate is 18 
cents per 100 pounds, as against an intermediate rate of 35 to Sanye, La., 842 
miles, or 94 jier cent overcharge on 5 miles less haul, with a proportionate over¬ 
charge on 99 per cent of total shipments. 

“ Louisvillo to Memphis, same line, 393 miles, present tariff rate is 12 cents per 
hundredweight, as against an intermediate rate of 34 .to Lucy, 379 miles, or an 
.83a-47 
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overcharge of 183 per cent for 13 inileH less haul, with a propoiHonate overcharge 
on 96 per cent of total shipments. 

“It must he conceded that the lesser terminal rates must be paying ones or 
there woiild he no object in the roads allowing such shipments. The Interstate 
Commerce Commission hold that established tariff rates must be remunerative. 
Thus it is that the inhabitants of the regions through which these lines of rail¬ 
way run are forced by railway tariff exactions to pay 42 to 2lTper cent more for 
the products they buy than they should pay. 

“ By prepayment of freight at the low-car terminal rate the Standard Oil 
Trust is allowed to stop off its cars at high-rate intermediate jmints and thus 
receive an advantage of 43 to 311 per cent over their competitors. It also has 
the extra privilege to divide up full-loaded tank cars into less than car lots that 
should have paid 3 times the terminal rate, although, as an owner of tank cars, 
I was denied this privilege. 

Common carrier.^, under .section 4 of the act. are not allowed to violate the 
long and short haul clause of the act without permission from the commission. 
From December 17,189.'), to August 4. 1890,1 made complaint to the commission 
that it was their duty, under stiction 13 of the act, to proceed against violators of 
■section 4 of the act (long and short Imul). They would not act, but said that I 
might. Knowing from the answer that my action would be futile, I did not act 
any further in the matter. 

“The State exercises its right of eminent domain to give the right of way to 
the railroads. The people thus part with their property to these corporations on 
the faith that they shall exercise the franchises thus granted honestly and with an 
equal hand, 

“ It is a burning shame that these rights and franchises, the gifts of the State, 
should be administered by railroad magnates to the imiKiverishmcnt and slavery 
of the people. 

“ The United States Supreme Court, on March 30.1896, Social Circle Case, fully 
upheld the statutes and decided that in this (;ase railroads could not charge more 
for a short than for a long haul over the .same line in the same direction. This 
dticision has had no deterrent c,ffe<d whatever on present railroad violators, as the 
evidence here plainly shows.’’ 

I will also put in here as an exhibit. (Reading;) 

"CLEMENT A. «HIS(X)M, PRESIDENT OP THE NATIONAL TRANSIT COMPANY 

(STANDARD OH, TRUST). AND AS A DIRECTOR IN THE PENNSYLV.VNIA RAIL¬ 
ROAD COMPANY. MAKES CONSPIRACY AOREEMENT FOR AND ON BEHABF OP 

ALL TRUNK LINES TO THE SEABOARD AND OF THE TIDE WATER PIPE COM¬ 
PANY, SUPPOSED COMPETINCi PIPE LINE, FOB MAINTENANCE OF PIPE WITH 

RAIL BATES, lU TIMES ABOVE PIPEAUE COST E.XISTING TO-DAY. 

“On October 9, 1883, to take effect October 1, the National Transit Company, 
for and on behalf of the Standiird Oil Trmst, made an agreement with The Tide 
Water Pipe Company by which it allow'ed them lU per cent of the total pipe-lino 
transportation of petroleum to the seaboard. It also guaranteed them $!)00,()00 per 
annum profits for l.T years, or ,$7,500,000. Within 3 months after contract was 
made refined oils advanced 871 cents per bairel, cnido oil IJ cents. This contract 
gave these pipe lines 74 cents a barrel advantaffe over rail rates (B 97),' but what 
followed? On August 33,1884, the Pennsylvania Railroad Company, for and on 
behalf of the National Transit Company and as representing the Tide Water Pipe 
Company, entered into a conspiracy agreement with all existing pipe lines to the 
seaboard for the maintenance of eipial piiie-line rates with rail rates in the trans¬ 
portation of petroleum and its iiroducts from the oil regions to the seaboard, which 
agreement is in practical effect to-day, with or without a contract, as rail and pipe- 
age rates are the same. The Standard Oil Trust ostensibly guaranteed 36 per cent 
of all such traffic to the sea, or, in the language of the agreement, ‘all petroleum 


' Mr. Rice's estimate, here referred to. runs us follows: 

“The competitive shipper of oil is compelled to pay freight,from the oil rogions 

to the seaboard.Wk). iK>r bl)l. 

" He is also compelled to pay the ‘Trust’ for local pipage.glic.iwr bbl. 

Total.86c. per bbl. 

“ It will be seen that clause A of pipage contract admits the erwt of 1 wal pipage to bo fx;. per bbl. 

“The ‘Trust’ admits the cost of pipage to the seaboard to lie. 7c. per bbl. 

“ In this way the ‘ 'Trust ’ secures an advantage over its competitors in the trans¬ 
portation of oil to the seaboard, through the aid and connivance of the trunk 

lines of railroad, of.74«. per bbl, ” 

For e^lanationof the freight rate, 66 cents, see Mr. Emery, p. 667. For the agreement of the 
National Transit Company (Standard) to transport ))il to Now York for 7 cents and to Philadel¬ 
phia for 6, see p. 606. For the same company’s contract implying that the cost of local pipage is 
about 6 cents, see p. 734, footnote. See also Mr, Lee, p. !J»4; Mr. PhiUim.p.OtM; Mr. Emery, p. 666; 
Mr. Rogers, pp. 561,588. 
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brought to the Atlantic seaboard by all existing carriers,’ railroads and pipe lines 
combined, establishing much higher .ioint pipe and rail tariff rates than shonld 
be, a complete and perfect monopoly ‘ in restraint of trade ’ of all petroleum trans¬ 
portation to the seacoast. for eastern home consumption and for exi)ort, at 10 
times pipage cost, in violation of the Federal antitrust act and of the interstate 
commerce act. (D 154.)' 

“ This guaranty in reality guarantied but little. It, however, blinded the wes 
of the innocent dupes—unsuspecting railroad directors and stockholders. This 
3(1 per cent was largely covered in the transportation of the by-products of petro¬ 
leum that could not be piped, such as benzine, naphtha, and gasoline, lubricating 
paraffin oils, residuum, etc., besides aciconuting for and including in the guar¬ 
anty competitive shipments. This kind of an agreement is easily accounts for 
when made by joint interested parties in the tru.st certificates of the Standard Oil 
Trust. This is another peculiar method that this joint conspiracy combine has 
of making crude oil cheap to the producer and the products thereof high to the 
consumer. 

•• Franklin B. Oowen says in regard to tliis contract as follows: 

■ • • By which it will bo proved that the rate on oil prior to the making of that 
contract was one-half of what it was liefore the recent advance, of which we 
complain, was made. 

•• ‘ Our allegation about that contract, gone into in this testimony, although it 
was not admitted, is this: 

■ The National Transit Company secured a pipe line to tide water. They then 
became a transporter of oil. 

•' ’It was important for them to maintain a high rate on the transportation of 
that oil, because they made a great deal of profit out of it. 

'■' They could not maintain a high rate on the transportation of oil if that rate 
was cut under by the railroad company, and we allege, and will endeavor to prove 
in this case, 

■•‘That within 3 years prior to the making of this contract the rate on the 
I’ennsylvania Railroad Company for oil was one-third of what it now is. 

■■ ■ If that had been continued the pipe line could not have made one-third as 
much money as they do now—could not have tnade one-fifth as much money as 
they do now—because the cost would have been the s.ame. 

' They then entered into a contract with the Pennsylvaniti Railroad Company 
for ji division of tlie nite, and tigreed to make etpial rates. It became to the interest 
of both parties to get high rates. 

‘ The conseipience of which is that this contract provides that the National 
Transit Company shiill pay practically .s(>veral hundred thousand dollps a year 
as a bonus, over and above fair earnings of the raili'oad. in consideration of the 
railroad's maintaining a high inice on oil. 

" ■ Of course, if the National Transit Company could make people using their 
pil)es,or using the railroads, pay .53 cents a barrel for having the crude ()il trans¬ 
ported, when it only cost them about .5 cents, as we .say, to do the business, they 
would have an advantage of 47 cents per barrel over any competitor at tide water, 
and, with a view of maintaining such advantage, they entered into this contract 
with the Penn.sylvaiiia Railroad, which contract, as we allege, guarantied to the 
Peim.sylvania Railroad Company 30 per cent of the entire oil business transacted 
by the railroads ami the 3 pipe lines. 

' They then both agreed to maintain eipial rates.'" {B, 140.) 

I will read the heading on page 01. (Reading:) 

“ Railroads allow Standard Cil Trust to lay its pipes in the road's right of way, 
in consideration of the road having only the pii)e to transport, thereby losing all 
its former oil freight." 

The following was offered by the witness as an exhibit: 

“Dan O’Day, general manager of the pipe-line system of the Standard Oil 
Trust.testified before a Congressional committee, 1880 (p.383),that the (Ihioago 
and Atlantic Railroad allowed this trust to lay its pipes ft-om the Lima oil fields 
to Chicago in the roadbed's right of way. for the profit it received in the traius- 
portation of the pipe, its material, and construction. 

"After the road granted these most extraordinary of privileges (1888) and after 
the pipe lino was constructed and the trust’s mammoth refining plant at Whiting, 
Ind.,suburb of Chicago,was finished,freight rates from the Lima oilfields to 
general points of delivery in the various States were raised from 30 to 87 per cent.” 
(Pamphlet B,pp. I(i7,108 G. R.) 

“The present freight rate,Lima to Chicago, is 10 cents per 100 imunds, or 40 
cents a bari'el, 8 times its pipage cost. 


* See tho contract, pp.003-<HW. _ ^ 

®S^Mr. Monuott, p.30®; Mr. Woatgate, p.37t5; Mr. Pago, pp.777,778, 
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"THE UNITED STATES PIPE LINE COMPANY HAS BEEN TRYING FOE 7 YEARS TO 
GET ITS TWO PIPE LINESXRUDE AND REFINED, FROM THE OIL REGIONS TO NEW 
YORK BAY, THROUGH THE STATE OF NEW JERSEY, AND NOW MUST ABANDON IT, 
BECAUSE 6p joint OPPOSITION OF THE RAILROADS AND OF THE STANDARD OIL 
TRUST. 


“ For 7 years the United States Pipe Line Company has endeavored to get its 2 
pipe lines, cmde and refined oil, through the State of New Jersey to the seaboard 
at New York, but has been obstinately opposed by the rail lines’and the Stand¬ 
ard Oil Trust from crossing under railroad tracks, although the owner of the 
fee right, while the roads have an easement only. New Jersey courts have finally 
decided that this can nofcbe done. Resulting consequence is that this company's 
pipe lines are being taken up, Philadelphia made the terminus, and the oil will 
be barged to New York.' But the Standard Oil Trust have had no trouble, and 
oven her pipe lines lie in the road beds of many railroads. 

Lewis Emery, jr., of Bradford,Pa., producer, refiner,and transporter of petro¬ 
leum, has this to say, October1899, to a correspondent; 

“ ‘ We are very large manufacturers of oil and oil products, and feel the dis¬ 
crimination in rates over the railroads very severely indeed, so much so that we 
are obliged to market 70 per cent of our products in Europe."' 

An exhibit will show the favor ot railroads to exporters. (Reading;) 

" ON AUGUST 1,1899, .VI PER CENT MORE IS CHARGED BY THE RAILROADS TO CARRY 

GRAIN FROM CHiCAGO TO NEW YORK FOB DOMESTIC USE THAN EXPORT FOB 

FOREIGN CONSUMPTION. WITHIN 3 MONTHS, BY NOVEMBER 1. 1899, DOMESTIC 

BATES HAVE BEEN RAISED 31) PER CENT AND EXPORT 80, WITH REBATE ON 

EXPORT QUANTITY SHIPPED.” 

‘ ‘ The tariff sheets on file with the Interstate Commission to take effect August 1, 
1899, show that in shipmentsof grain, Chicago to New York, the export rate was 11 
cents per 100 pounds, while the domestic rate was 17 cents, or .'50 per cent higher 
to eastern home manufacturers and consumers. The present rate on export, 
November 1,1899. is 20 cents per 100. as against 22 domestic, or only 10 i^r cent 
of a difference. Within 3 months, August 1 to November 1, 1899, domestic rates 
have been raised 30 per cent, while export rates liavo advanced 80 per cent, and 
the difference lietween domestic and export rates has been reduced 40 per cent 
within this 3 months. But this apparent advance in export rates will easily be 
wiped out in a rebate on (luantity shipped, as a substitute for a moneyed rebate, 
as follows; 

“Hon. Franklin B. Gowen, president of the Philadelphia and Reading Railroad 
Company, stated this before the Interstate Commerce Commission, January 17, 
1888; 

“ ‘ Mr. Colston. What kind of a train is that? 

“‘Mr. Gowen. It is a long train of loaded cars which, though visible to the 
sight and susceptible of identification by all the other senses, makes no impression 
upon the manifests of the coi-poration, and leaves no trace upon the treasury of 
the company. This gentleman to whom I allude, in search of statistics, was 
struck with the fact that in one certain year the amount of grain which left Bos¬ 
ton, New York, Philadelphia, Baltimore, and Portland in vessels for Europe, was 
much greater than the aggregate amount transported over the railways from the 
"West to those points in tiie same period, and yet he knew that a large amount of 
grain transjxirted from the W est to the East is used for home consumption and 
does not enter into foreign commerce at all; and the only reason that he could 
give for this anomaly in statistical inforaiation was supplied by the report of 
ghost trains as a favored method of transportation by some celebrated shippers 
who were then supplying the Eurojiean demand for our cereals.’ 

A.lfio Hsid* 

“ ‘ What is a railway? A public highway—nothing else. Just like the rivers. 
The rivers are public highways. Nobody in this country, the Standard Oil Trust 
or other inferior character, attempts to put a tourniquet upon them. When the 
first public roads were made in this country they were turnpike or wagon roads; 
but they were public highways. No company attempted to make a different 
charge for toll to one man as against another for the like vehicle. When the 
railroad companies were organized they took the private property of the citizen, 
under the right of eminent domain, because the property was taken for a public 
highway in trust for the uses of the public: and the first railway companies in this 
country were organized simrily with the right to maintain a public highway and to 
charge a toll for its use. It was expected that the transporters should furnish 
their own cars and their own locomotives or horses, because originally the service 


•See Mr. Lee, p. 2*7; Mr. Phillips, p. m; Mr. Emery, pp. aV)-655, 66S; Mr. Archbold, p. 629; 
Mr. Boyle, p. 4M. 
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on railways was done by horses. Railroads are simply advanced and improved 
avenues of transportation; but, with reference to tlie rights of the community to 
equality of rates, they preserve throughout the same features as the rivers and 
turnpikes. Now, why should there be any difference now existing? God made 
the rivers, and man laid the rails, I suppose our friends will say, and hence the 
Standard Oil Company deserves to have the monopoly of low rates. 

•‘•The gross receipts of the railroads of this country, in round numbers, are 
$800.000,OW per annum, and I verily and honestly believe that $100,000,000 annu¬ 
ally are taken out of the pockets of the i)eople of this country by unjust railway 
discriminations and turned over to this privileged class—and this is equal to a 
tax of $3 per head paid by the people for the sake of building up tlie new aristocracy 
in this free country arrogate to themselves the position of the 
nobility of the older countiies. And who compose this privileged class and 
constitute this new order of nobility? Not men of intellect, or genius, or 
learning, or even of honest thrift, or patient industry. By no means. Cold, 
calculating men, who, by open bribery and naked rascality, secure the favor of 
railroad officials, until they wring $100,000,000 annually from the mass of the 
people and the overburdened industry of the country. These are our privileged 
classes; these are the men whose patents of nobility are inscribed upon the rec¬ 
ords of a railway company—attested by the broad seal of the corporation and coun¬ 
tersigned by a general freight agent—and when people from other lands visit this 
country and ask to see our great men we do not say, This is a man of great intel¬ 
lect and genius and learning, or of long descent, of kindly character, and great 
charity; but wo say. Behold the new gods, whom we now worship! Behold him 
whom the railroads delight to honor, and the limits of whose wealth we are only 
permitted to conjecture! 

“ ‘ It is utt(^rly impossible that there can be any .success .attending a monopoly of 
natural products without the aid of unjust discriminjition of railroad companies. 
And only when such unjust discrimination ceases will all people be placed on 
terms of equality. 

Let us supjtose that in Fiaance but one corporation handled 80 per cent of 
the wine grown in the country. The gr,ape grows all over the country. You see 
train loads of wine in France as frequently a.s you see train loads of oil in Amer¬ 
ica. The price of wine enters largely into and affei'ts the social and financial 
condition of the French people, ju.st as the price of oil affects the interests of the 
people of this country who produce it. I venture to say that if any such thing 
existed in France as one corporation controlling 80 per cent of the wine manu¬ 
facture and traffic of the country there would be a Fiaaich revolution within 24 
hours of the discovery of the existence of such a monopoly. 

“ ‘ The sy.Htem of illegal and nnjn.st railroad rebates or freight discriminations, 
more than any other social evil, has been the .source of that unecpial di.stribution 
of wealth winch to-day confronts the country with a menar’e greater than threat¬ 
ened by any other s(x-ial wrong or ineqmality. That the Sfcmdard Oil Trust owes 
its control of the oil trade of the country entirely through unjust and illegal dis- 
(Timination in charges of railroad freights. That nearly all of its great wealth 
and power have been thus dishonestly and illegally obtained. That it is far the 
most conspicuous example among the many instances tif the great fortunes made 
by the favoritism of railway officials."' 

The Standard Oil monopoly is the originator of the .sy.stem of devices for 
rebates in the form of commissions, arbitraries, billing underweight, blind bill- 
ing, dockage, lighterage, terminal charges, special-style bank cars, overloading, 
billing to intermediate imints at the low terminal rate, stopping cars in transit 
and delivering small lots at carload rates, ‘ghost trains' <jn which no freight is 
p.aid, commissions or rebates on all competitors' shipments, shipping out from its 
agemues to suiTounding territory and paj-ing no freight thereon, that to-day per¬ 
meates all the arteries of commerce exclusively in favor of the trusts, effectually 
wbiing out and closing up all competitive industries. 

Q. (By Mr. Kennbdv.) Will you tell us something alxiut these ghost trains— 
wnat they are? That is something new to me.—A. That is what Mr. Gowen 
explains at the lieginning of the quotation that I have just put in.' 

(Reading.) “These freight discriminations in favor of one great tnist, the 
Standard Oil trust, have enabled that concern to build, free of cost, thousands of 
miles of gathering pipe lines in the oil-producing regions, thousands of huge iron 
storage tanks, several trunk lines of pipe from the oil regions to the seaboard, 
thousands of tank cars, and tens of thousands of stationary plants (represented 
by local agencies located in all parts of the Union), which stand as a menace and 


See p. 740. See jilst) Mr. Page, p. 78J>. 
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a threat to all competitors who clani enter their siun'ed domain in competition 
with them. 

“ Whoever interferes with the natural laws which goveni or ought to govern 
commerce is a public enemy. No other nation under the sun would tolerate for an 
instant such a destructive element within its borders. In monarchical (Jermany 
Baron H.,in (me short month, was tried, convicted, and sentenced to imprison¬ 
ment for receiving a rebate from a railroad. In England the ovyner of the Ba.ss 
brew(!ries was fonn(l t(> be receiving a rebate, and in 24 hours it was stopped by 
the railroad commission. What a contrast, my countrymen, does our laud 
presemt. 

“ • The time to guard against corruption and tyranny,’ says Thomas Jefferson, 
‘ is before they have got hold of us.’ 

‘ ‘ That the Germans ai(preciate this wisdom is shown by the, attitude of the 
German Government toward the Standard Oil Company. When some member 
of the Reichstag, alarnuid by the apparition of the original and greatest ‘ octopus,’ 
askecl what the Government propo.sed to do. Count Posadowsky, minister of the 
interior, showc'd that the most vigorous and effective campaign possible had 
already been oj)ened. ‘And,’he added ‘the Government will oppose abuses on 
the part of the Standard Oil Company immediately and ruthlessly.’ 

“ The American, Philadelphia, February 12, ltl98, lias the following: 

“ ‘ It is often remarked that it is impcwsible to make something out of nothing. 
This is indeed regarded as a truism. But when we look at the growth of the Stand¬ 
ard Oil tru.st we are inclined to doubt our senses. Self-evident it is, indeed, that we 
can not create something out of nothing, but something verv akin to this have the 
men behind the Standard Oil trinst succeeded in doing. They have not, indeed, 
accomplished the impo.saihle, but they have found .something better than tho alche¬ 
mist’s equation, something more important in the accumulation of W(»alth without 
labor than tho posse.ssion of the philosopher's stone. Tho alchemists sought to turn 
base metal into gold and failed; the unscrupulous men who organized the Stand¬ 
ard Oil Company sought to turn dishonesty into gold and they succeeded. They 
have not, indeed, discovered the undiscoverable art of making something out of 
nothing, but they have succeeded in getting jiroperty without creating it, in 
enj^ng wealth without earning it.’ 

“ The New York Sun, in its financial article of Seiitember 4, 1899. has this to 
say: 

“ ‘The Standard Oil monopoly* has sustained itself by getting posses.sion of all 
the available crude petroleum wells in tin' country, and by not raising the luuce 
of the refined oil so high as to make other illuminants more desirable it has shut 
out competition from that quarter. 

I thought it well enough to read that l>ec;iuse it c(»mes from a strong monopoly 
paper. 

(Reading:) ’‘Benjamin F. Butler says this: ‘The Parliament of Great Britain 
undertook to put a tax of a penny a box on friction matches, which would have 
increased the revenue about ^00,000. Tho i)eople of England revolted to such an 
extent that the government dare not press it. The match w’as needed to light the 
petroleum lamp. What would be said in Groat Britain if their government would 
allow a corporation to put a tax of !K)() per cent on the means of lighting the poor 
man’s house and the rich man’s palace m Englaml? 

“ ‘ Under that government it would not be borne, not an hour after it was 
known. Shall it be said that under a republican brmi of government, where the 
people are represented in making the laws, such a monotsdy shall obtaui, by 
which men can make fortunes such as were never dreamed of .since the days of 
the plundering of the world by the proconsuls of Rome'? ’ 

“ To the great credit of the United States Supreme Court, they have taken a 
broad and liberal view of the Sherman antitrust act, and decided that it ‘ applies 
to and covers common carriers by railroad,’ which adds vital importance to the 
act, and, in brief, decided as follows: While the statute prohibits all combinations 
in the form of trusts or otherwise, the limitation is not confined to that form 
alone. All combinations which are in restraint of trade or commerce are pro¬ 
hibited, whether in the form of trusts or in any form whatever. 


ANTITRUST ACT TOOK EFFECT, 18l«, THERE HAVE BEEN 
C^SOLIDATED 948 RAILROADS, ACKJREGATING (8,000 MILis, OR ONE-THIRD OF 


“ On October 7, President M. H. Vreeland, of the Metropolitan Railway Com¬ 
pany, had this to say: 

“ ‘ Probably in no industiy in the world has consolidation been more active in 
the last 10 years than in railroads. In tact, railroad history of that period is one 
continuous record of combinations, amalganmtions, mergings, leasings, or what- 
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ever terms lawyers please to give to one and the same thing. In the !» years since 
1890, 946 ra.ilroa<l.s, aggreeating 63,000 miles, have he(m consolidated.' 

“ Just think of it; 946 different railroads consolidated into amammoth railroad 
trust, one-third of total railway mileage, within 9 years (pas,sage of the antitrust 
act), forming part and parcel of 44 separate and distinct unlawful associations 
of rail and water lines combined, acting in entire unison with the other lines for 
the niiuntenanco of railroad rates, which puts into the hands of a few leading 
men an unlimited and mighty power of control over transportation rates, which 
power they have extended to the cnjation of many industrial manufacturing 
trusts, hy which the price of the products thereof will be entirely regulated by 
these men through high tariff transportation rates, that greater rebates shall 
a<‘cruo to them from off their own and competitive shipments, which completely 
annihilates com])etition, destroys comiietitive industries, and the incentive to 
embark in new enterprises. In other words, the conspiracy combine of rail and 
trust officials now dictates to the foiuner competitor the amount of .salary he will 
receive to help them conduct and carry out their unlawful designs. 

"THE KAll.KOADS AND INDUKTKIAI. TRUSTS ARE <'APITAt.IZKl) AT i:lH,H18,.''>.Vl,0:il. 

The aggregate c.apitalization of th(‘ railroads per last official report of the Inter¬ 
state Commerce Commis.sioii is $10,818,.'),It.OSl. The single State of New .lersey 
hasgiven life to l.l.OOO concerns with a capitalization of $8,00l),0U0,000. For the 
fiscal year ending (Ictober 1 , 3,000 corporations were chartered in this State, capi¬ 
talized at $3,.lOO.OOO.OOO. Here is a .ioint railroad and industrial trust company, 
capitalized at $IS,8I8,.').')1,03I, working exclusively in the interest of each other, 
(lonsm-vative authorities estimate that one-half of this amount i.*) fictitious, or 
‘ watered,'on which rail and trust officials have enforced, and will continue to 
I'liforce, from off the producer of the soil and mine and from off the consumer 
and user of general products, through railway tariff exactions, sufficient revenue 
1 0 ])ay liberal dividends upon fraudulent issues, representative waste paper, merely 
vignel tes and nothing else. Ruinous freight charges will be levied upon all com- 
isditive goods outside the combinations in order to freeze them out, while Armour 
will ri’ceive rebates on his beef, Havemeyer on his sugar, Morgan on his coal, and 
Rockefeller on oil and iron, while the dealer outside tin'trusts must ship at higher 
prices, without rebates and without favor. Under the lib<‘ral laws of New Jersey 
alone these l.'i.OOii trusts and corporations are operating in every section of Amer- 
i<'a, and this State has richly earned tlio sobriquet of ‘ Tbe cradle of monopolies.’ 
With all this vast wealth centered in one State, how easy it is to elect and manage 
all the iK'cessary politiciil power for the control of all )iee<led legislation. 

How easy for this combination of riiilroad and trust officials to so increase and 
temporarily reduce transportation rates, and thus materially affect net earnings 
of the railways and of the trusts, by which they get a clutch on their adversaries 
in shah gambling operations, and without risk, in the ])urchase or selling of 
stocks short, according to their well-matured plans and conspiracies.” 

(Reading:) 


"THERE ARE TO-DAY AT LEAST 44 UNLAWFUL RAILROAD TRAFFIC ASSOCIA¬ 
TIONS AND WATER LINES COMBINED, ACTINO IN ENTIRE UNI.SON TO INCREASE 
AND MAINTAIN FREIOIIT (TlAltOES AND DISCRIMINATE IN FAVOR OP THE 
TRUSTS ON ALL BAIL AND WATER TRANSPORTATION RATES, IN VIOLATION 
OP THE INTERSTATE-COMMERCE ACT AND OF THE FEDERAL ANTITRUST ACT ’ 


I will put in as exhibits the following: 

'■ By the Official Railway Guide of September, 1899, there exist to-day 44 sep¬ 
arate and distinct illegal combinations, composed of .ioint railroad, lake, and 
ocean steamship lines, thus precluding excuse for water competition. 

“ These several pooled traffic associations and freight committees (latter new 
term) represent all the principal railroads and water lines in the UnUed States, 
iind some of the Canadian railways, working unitedly and in unison for the unlaw¬ 
ful maintenance of joint freight rates, both rail and water, which is in the 
■ restraint of trade ’ as forbidden by the Federal antitrust act and confirmed by 
the .Supreme Court. 

“ Section .5 of the interstate-commerce act reads as follows; 

" ‘ That it shall bo unlawful for any common carrier subject to the provisions 
of this act to enter into any contract, agreement, or combination with any other 
common carrier or carriers for the pooling of freights of different and competing 
railroads, or to divide between them the aggregate or net proceeds of the earnings 
of such railroads, or any portion thereof; and in any case of an aweemeut for 
the pooling of freights as aforesaid, each day of its continuance shall be deemed 
a separate offense.’ ’ 
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“ The names of these comhinations are changed as often as the Supreme Court 
renders a decision against any one of them applicable to all, but the roads will 
not submit to the act nor to court decisions. 

“ The following steam.ship lines represent the Association of Lake Lines: 

“ Western Transit Company, owned by New York Central and Hudson River 
Railroad Company, tran.sports freight to and from Buffalo and Chicago, touch¬ 
ing at Erie, Cleveland, Detroit, and Milwaukee. 

“ Union Steamboat Company, owned by Eine Railway Company, carries freight 
to and from Buffalo and Chicago, touching at Detroit and Milwaukee. 

'•Erie and Western Transportation Company (Anchor Line), owned by Penn¬ 
sylvania Railroad Company, carries freight to and from Buffalo, Erie, Chicago, 
Milwaukee, and Lake Superior iiorts, and delivers freight to all railroads. 

"Northern Steaimship Company, owned by Great Nortlu'rn Railway, carries 
passengers and freight to and from Buffalo, Cleveland. Detroit. Duluth, and Lake 
Superior ports, and delivers freight to all railroads. 

"Lake Erie Transportation Company, owned by Wabash Railroad. Its steam¬ 
ers run between Buffalo and Toledo and deliver freight to all railroad lines. 

"Lehigh Valley Transportation Conmany. owned by the Lehigh Valley Rail¬ 
road, and its steamers run between Buffalo and Chicago. 

“Minneapolis, St. Paul and Buffalo Steamship Company, owned by the Min¬ 
neapolis, St. Paul and Sault Ste. Marie Railroad Company, which is controlled by 
the Canadian Pacific Railway Company, carries freight between Gladstone and 
Buffalo and delivers same to all railroad lines. 

“ Cleveland and Buffalo Transit Company; Detroit and Cleveland Navigation 
Company; Lackawanna Transportation Company; Port Huron ajid Washburn 
Line: Lackawanna Green Bay Line; Wil.son Transit Company; Union Transit 
Company; Fleming Line. 

" In addition, the following water lines are combined with railroad associations 
and freight committees; 

“ Plant System of steamers, operating 1,38:1 miles of water lines; New York and 
Baltimore Transportation Line; Baltimore, Chesapeake and Richmond Steam¬ 
boat Coinpany; Merch.ants and Miners' Imjiortation Company; Detroit and Cleve¬ 
land Navigation Company; New Y ork and Texas Steamship Comiiany; Old Domin¬ 
ion Steamship Company; Cromwell Steamship Company; Atlantic Coast Line; 
Ocean Steamship Comiiany; Red River Line. 

“ This OflBcial Railway Guide al.so contains the Canadian Freight Association, 
composed of all the railways and jirincipal water lines of Canada, which are in 
collusive alliance with our unlawful pooling railway combinations, as repre.sented 
in said association by the following American lines, sucdi as the New York Cen¬ 
tral and Hudson River, Michigan Central, Delaware and Hudson, Boston and 
Maine, Central Vermont, Maine Central, ((treat Northern, Northern Pacific and 
Manitoba, which roads are linked with Canada’s water ways, such as the St. Law¬ 
rence Steamlaiat Compai^, Lake Gntario Steamship Company, Merchants’ Line 
of Steamers, Northwest Transportation Company, Bay of Quinte Line of Steam¬ 
ers, Bay of (Quinte Railway and Navigation Company, forming a gigantic trust 
and pool of rail and water lines of America and Canada to increase and maintain, 
without competition, unlawful transportation rates in the United States, which 
is in ‘ restraint of trade,’ in violation of the Federal antitrust act, and also in viola¬ 
tion of the interstate-commerce act. 

“ The following are the water lines in the above association: 

“ The C^de, New England and Southern lines, Portland Steamship Company, 
Goodrich Transportation Company, Lake Michigan and Lake Superior Transpor¬ 
tation Company, Northern Michigan Tramsportation Company. 

“October 1, 1889, the Transcontinental Association, composed of 21 lines of 
railroad, including the Canadian Pacific Railway, made an agreement with the 
Pacific Mail Company to pay them ,5990,000 per annum for the privilege to fix all 
freight and passenger rates, both steamship and rail, both ways, between New 
York and San Francisco, 'and that no through freight or passengers .shall be 
taken except at prices fixed by the party of the first part (Transcontinental 
Association), or by its consent.' (B 194.) No tpiestion of doubt, a similar 
arrangement is in practical effect to-day. 

“Novemlier 28, 1890, this same association agreed with the Canadian Pacific 
Railway Company to pay them 8.')00,000 per annum ‘ to maintain the rates and 
rules of the Transcontinental Association as in force on the direct United States 
lines.’ Benjamin Brewster and Henry M. Flagler, then trustees of the Standard 
Oil Trust, were also directors in the Chicago, Rock Island and Pacific Railroad, 
one of the roads in the combine, while Oliver H. Payne, former treasurer of the 
Standard Oil Trust, was a director in the Pacific Mail Company. (B 196.) 
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“Judge Willis, of St. Paul. Miim.. in addressing the new grand jury on Jan¬ 
uary 9,1887, has this to say: 

“ ‘ The government of tins Stat(! is divided into d departments—the legislative, 
executive, and judicial. All of the.se ilepartments are proximately connected 
with the common people. To the legislature any (^ualified elector may he chosen. 
In the executive department the .same rule of eligibility exists. In the judicial 
department none but men learned in the law can be .selected for the judiciary 
it.self; but in order to link that department closely to the people it has been pro¬ 
vided that grand juries .should be summoned from tiling to time, and that to them 
should be committed the duty and prerogative of scanning the conduct of all 
members of society and making such accusations as would correct the evils in 
society which amount in their enormity to crimes. Conseipiently you have the 
whole field of .s(x;iety before you. 

“ ‘ You must bear in mind that when criminality rears its head and becomes 
dangerous to society it does so because the people themselves, represented in the 
grand juries, fail to execute with vigor the judicial department of the govern¬ 
ment. As grand jurors you are officials of the judicial department of the State 
government. A weighty responsibility rests upon you. 

" • The literature of our day, both tran.sibn'y and permanent, is filled with 
denunciations of those enormou.s aggregations of capital which threaten to destroy 
not only the symmetry of our social conditions, but the essential nature of those 
social conditions. We hear much of trusts and of combinations, of railway pools, 
and of associations which are detrimental to the public benefit. Now, if the 
grand jury retains the vigor and e.ssential patriotism which constituted the fathers 
of the Republic, all these abuses will lie annihilated. 

‘ It is a mere idle iierformance for the peojile to claim patrioti.sm when they 
themselves countenance and tolerate the most flagrant abuses. 

'■ ■ It is indeed a (lerformance of (piestionable propriety to stand in the market 
place or upon the public rostrum and bewail the existence of abuses and the oppres¬ 
sions of financial and commercial tyrants instead of setting th(> judicial machinery 
known as the grand jury in operation for the correction of these abuses and for 
the dethronement of the tyrants. A grand jury should realize its power; should 
comprehend its functions; should, like Siegfried in Wagner's great drama, take 
up the sword and proceed to fight the dragon.’ 

•• Section .'i370, Revised Statutes of the United States, reads as follows; 

‘Every person who, upon the high seas, or in any open roadstead, or in any 
haven or basin, or bay. or in any river where the sea ebbs and flows, commits the 
crime of robbery in or upon any vessel, or upon any ship's company of any vessel, 
or the lading thereof, is a pirate, and shall siilt’er death.' 

“THE ONLY EFKKCTU.vr, ItEMEDY TO CURE EXISTING COMMERCIAL EVILS IS GOV¬ 
ERNMENT OWNERSHIP OE RAILROADS. PURCHASED ON THE CREDIT OF THE PEO¬ 
PLE, liOND ISSUES. 

“ With 13 years' patient trial of the interstate-commerce act and 9 years of the 
Federal antitrust act this seems to be the only effectual remedy left, for gross 
freight discriminations and rebates continue to dale, and we have not only an epi¬ 
demic. but a plethora of trusts. 

“ Why should not the people own the railroads insti'ad of being owned and con¬ 
trolled by an autocratic, arbitrary few, and get from these bandit chiefs and 
robber barons their properties back, their several rights of eminent domain, the 
basis of the railways, wliich were parted with only in trust for the public use for 
guaranteed eipiality in transportation rates and privilege.s, and now so ignored 
and ruthlessly disregarded, and by which these men dictate the terms and levy 
their tributary exactions as they see fit on the entire commerce of this country 
through the.se high-rate, ironclad tariff sheets, which must be complied with or no 
one can ship'? 

•‘If the railroads were purchased at their actual appraised worth, for value 
received, with all the barnacles scraped off—all fictitious and watered stocks— 
with the created Government bonds of the people, or consols with no time limit 
of payment, same as Great Britain, bearing 2 or 3.1 per cent interest, jiresent raib 
road freights could be reduced at least one-half and passenger rates not to exceed 1 
cent a mile, and easily pay interest and all expenses, and set aside the necessary 
surplus for bond liquidation, if so desired, so that the greatest good shall accrue to 
the greatest number.’’ 

And you can get rid of this political bngbe.ar, centralization, and all that. Just 
disfranchise the railroad emiiloyees. There are only about 800,000 of them, and 
there are 1,000,000 men to-day that do not vote. Then you would get rid of all the 
political end of it. 
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Q. (B}f Mr. Kennedy.) Arc you in favor of disfranchising the 800,000 employees 
of the railroads of this country?—A. Yes; in order to take the question out of 
political power or inflinmce. 

You would be in favor of disfranchising those 800,000 workingmen?—A. 
Certaiidy I would; yes, of course. There would be plenty of voters left. 

Q. (By Senator Kyle.) Do you not think that this proposed remedy would be 
absolutely impracticable?—A. Why, if that is the l)est remedy, 1 think it is prac¬ 
ticable. You can get plenty of men to take the position, and that will take it out 
of politi<;s. 

Q. (By Mr. Kennedy.) Do you think that they could get plenty of men to-day 
who would be willing to be disfranchised?—A. Why certainly; why not? 

Q. Do you know any man in the United Stat(!s that would be in favor of it?— 
A. I should say there would; why not? The greatest good for the greatest num¬ 
ber, you know. What harm is thc're in it? 

O. They are citizens of this country?—A. How arc the citizens of this District 
riglit here? They can't vote; the residents of this town can’t vote. 

(Beading:) "If the money iih'eady spent and to be spent in our more than use¬ 
less foreign war had been e.xpendod in the purchase of the railways for the relief 
of 70.000.000 of our own oppressed lionie subjects iust(‘ad <if foreigners, how 
much better it would have been. Under such a condition every citizen would bo 
put on perfect footing as to e(iual ti’ansportation rates and privileges, with much 
liigher prices to the producer, without increase in price to the consumer, for all 
the necessaries of life, because rebates and friught discriminations would bo 
eliminated. The value of iiersonal and realty hohlings would also thus bo greatly 
enhanced, and then there would actually come an era of that real, genuine 
prosperity .so much desired by the American peoph*. and not bo exclusively 
monopolized in the interest of the seltish minor few. It is a deplorable and dan¬ 
gerous situation. 

“IF THE PEOPI.E CAN NOT OKT .JUSTICE AND ARE NOT SOON RELIEVED OP THE 

BURDENS AND CONSPIRACY OPPRESSIONS IMPOSED BY THE RAILROADS AND THE 

TRUSTS, IN CROSS VIOLATION OF THE LAWS OF THE I,AND, MATTERS MAY ASSUME 

AN UOLY SHAPE. 

“ A century ago the American colonie.s, goaded to de.spair by long-continued 
injuries, imsults. and exactions, broke the fetters that had bound them for many 
years, and, appealing to the Supreme .fudge of the world for the I'ectitude of 
their intentions, 'assumed amongst the powers of the earth the separate and 
equal station to whii'h the laws of nature and of nature's God entitled them.’ 
In that renowned Declaration of Independence our forefathers asserted ‘ that 
when a long train of abuses and usurpations, pursuing invariably the same 
object, evinces a design to reduce them under absolute despotism, it is their right, 
it is their duty, to throw off their oppressors and to provide new guards for future 
security.’ 

" The last resort is for the jicople to retake into their own hands the power that 
has been delegated and abused. Vigilance committees have more than once had 
a purifying influence. There may be conditions which will again render them a 
neces.sity. There is a limit to human forljoarance. Has that limit yet been 
reached? 

“I am free to a.ssert that unless some drastic ine.asnrcs are .soon taken to do jus¬ 
tice for the people the end will come in an ugly shape. The colossal fortunes 
that have been piled up as a result of the advantages enjoyed by the tew and 
denied to the many repre.sent just that much money coined from the blood sweat 
of the masses. I do not believe any sy.steln will be permitted to exi.st which 
allows one man to accumulate a fortune of $100,(100,000 to $.500,000,000, while mil¬ 
lions of his fellow-creatures are suffering for the bare necessities of life. 

“Every great wrong upon the ijeople can be traced back to the greed and sel¬ 
fishness of the men who have cornered the resources of the earth, who keep the 
‘corner’ intact by rea.son of an illicit power Ijestowed upon them by corrupt 
ofiScials, who for the time beinfj constituted the state. These criminal monopo¬ 
lies would Ih) impossible if officials who administer the laws performed their 
sworn duty to the people. But they jjersistently refu.se to do this. Men may im¬ 
poverish themselves in an effort to secure rights which the constitution gives to 
them, but for want of an official execution those rights are denied them. This is 
a condition wholly incompatible with the principles upon which our Government 
IS foumled, and should not continue. The jjeople will soon throw off the yoke if 
relief does not soon come. They have a right to life and .some of its enjoyments. 
They have the former, but only because it is necessary to' the furtherance of the 
ends of the selfish rich. As to the enjoyments of life, look for them in the pov- 
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erty of the common people and find them not. The people of this country are its 
sovereigns, and it is not only a crime, but a monstrous crime, to rob them so fla¬ 
grantly and with so much persistence. 

“The voice of genius has sent a trumpet blast in response to the cry of the 
oppressed. The dawn of emancipation should be near at hand. There is a rebel¬ 
lious spirit stirring within the people which may burst into a whirlwind of wrath. 

“‘The man with the hoe,’ whose terrible aspect Professor Markham has so 
powerfully portrayed, may yet hoe his row, throw off his burden, and deliver his 
fellow-man from the toils of the downtrodden and oppressed,’’ 

tj. (By Mr. Kennedy.) Do you expect or hope for any deliverance from “ The 
man with the hoe? ’’—A. Their vote is just as good as anybody else’s, and it is the 
vote that is going to regulate it. 

Q. Do you expect intelligent deliverance from any evils from such a source 
as that?—A. Do you not think that there are a great many men with a hoe that 
have as good intelligence as anybody? 

Q. Not the one that is pictured liy Professor Markham.—A. Well, I do not 
know about that. 

Q. (By Senator Kyle.) Have you any further st.atement that yon desire to 
make'?—A. Mr. Archbold reads a letter from J. M. Culp, traffic manager of the 
Southern Railway Company, in which he emphatically denies that the Southern 
Railway Comiiany has at any time given to thi! Standard Oil Company or any of 
its representatives “ any lower rates of freight in the carriage of shipments made 
by that company over our rails, either by direct tariff, refund, or otherwise, than 
to any other .shippers of similar commodities." I am nnable to give a specific 
case of freight discrimination over this line in favor of the Standard Oil Trust, 
but will answer Culp’s specific denial in a more general and <!Oinprehensive form 
by reference to the letter of Receivers Cowen and Murray, in which they say 
that “ within tlio territory north of the Ohio River and east of the Mississippi’’ 
the railro<ad carriers are making “ illegal concessions through secret rates, draw¬ 
backs, rebates,and other devices.” 

The Southern Railway Company is connected with and is a member of the 
bdlowing unlawful freight aa.sociatious: The Louisville Freight Committee, the 
Southeastern Freight Association, the Southea.stern Mississippi Valley A.ssocia- 
tion, the Virginia Freight Traffic Association; the Southern Iron Committee, and 
the Baltimore Freight Committee. 

Through the Louisville Freight Committee and the Baltimore Freight Commit¬ 
tee the Southern Railway Company is pooled with rail lines that cover the territory 
north of the Ohio and ea.st of the Mississippi, such as the Pennsyl /ania Railroad 
Company, the Baltimore and Ohio Railroad Company, the Chesapeake and Ohio, 
the Big Four, the Illinois Central, and others. Cowen and Murray say that these 
lines of road were, in December last, granting secret rates, drawbacks, rebates, etc. 
Then it stands to reason that the Southern Railway Company followed suit. If 
any kind of rebates in any shape or form are given, you can rest assured th.at the 
Standard Oil Trust gets the lion’s share, as fully exposed by me. 

'• PLEASE TURN ANOTHER SCREW." 

This seems to me an opportune time to show this commission the original letter 
written by the Chess Carley Company—but I recall I have already shown you 
that. 

Q. (By Mr. Fauquhar. ) In the investigation by the Bacon committee of Con¬ 
gress, in 1888, when that (ptestion was put, and you were present and gave testi¬ 
mony at the same time, Mr. Gowen presented this letter of the Chess Carley 
Company to Mr. Culp, and Mr. Culp, under oath, gave testimony, as found in this 
volume here;' and they also furnished, at the same time, the tariff that was pub¬ 
lished and in effect at that time, showing that there was no discrimination against 
you in any way whatever, and that there were e<iual rates all around the board.— 
A. At that time; at that particular time? 

Q. At that particular time; at the time you gave testimony here in restwet to 
this letter written by Hathaway?—A. He testified that there were no discrimina¬ 
tions? 

Q. There was not any discrimination at all; the testimony showed the published 
sheet of the regular rate, and the road made an explanation of what was called 
■ putting the screw on.”—A. Very lame: very lame explanation. 

Q. But still it is sworn evidence: it is here?—A. 'Why, here are lots of letters. 

Q. Well, here is the letter here in evidence, too.-^A. Oh, yes; that is all right; 
that is all right. 

'Fiftieth ConffresH, first sessiou, House Reports, vol.9,p.5^4. See an extract in the present 
voUimo,p.764. 




74S 


HEARINGS BEFORE THE INDUSTRIAL COMMISSION. 


y. And there was the man subjected to cross-examination at that time, and 
that stands out in entire antagonism to your evidence here to-day?'—A. Well, 
the people can believe Mr. Culp against me if they want to; that is all. 

Q. Well, what is the commission to do? That is the question. Here is the 
Congressional evidence liefore us: what are we to do? There ought to be a ref¬ 
erence to this testimony here in the records in some way. I want to ask you 
another question, too; and that is in re.spect to the testimony that you heard at 
the same time offered by Mr. Carley hinnself, in his vindication of this thing, 
that he had never got a rate at that time discriminating in any way whatever, 
which is also sworn testimony of a reputable witness outside.—A. Wbo is a rep 
utable witness? Do yotl call Carley a reputable witness? 

Q. Well, you can not call him otherwise; the Congressional committee took 
it.—-A. They can if they want to. I do not believe it. 

Q. It is given in the Bacon report.—A. I would not believe either one of those 
men; that is my experience with them, you know: I would not believe either one 
of them. 

Q. I merely desired to call vonr attention to it.—A. That is all right. 

Q. Because many of the exhibits are in sworn testimony.—A. The people can 
take what they lielieve of that, and believe what they are a mind to. I am telling 
the truth absolutely, without the shadow of a doubt, by solid experience. There 
is not any que.stion in regard to it whatever. There is not any question that they 
rai.sed the rates on me .W per cent within ,5 days. I have had men tell mo that 
they would .shoot such a man as that. There is not language strong enough to 
express a man's disgust at the execution of our laws. How any man can excu.se 
such men or have any belief in them I can't understand, that will do such out¬ 
rageous things. 

Q. (By Mr. Clarke.) Do you reconmiend .shooting as a remedy?—A. I think it 
will come to something of that kind if you can not get relief. What did our col¬ 
onists do over in Boston? They threw the tea overboard, did they not, because 
of oppression? We are just as much oppressed to-day as they were, and more so. 

UNLAWPUI. ASSOCIATIONS. 

The Baltimore and Ohio Railroad Company are members of the following 
unlawful associations. I want to say this because the Cowen and Murray letter 
has been put in here, and Mr. Cowen has been here on the witness stand and 
explained it; and I want to show that they are members of what I call unlawful 
associations in keeping up rates. The Baltimore and Ohio Railroad Company, by 
the ofBcial railway ^ido which I put in here, the best evidence in the world, are 
members of the Chicago Freight Committee, the Chicago Railroad Association, 
Eastern Railroad Association, Middle States Freight Association, Trunk Line 
Association, Western Pennsylvania and Eastern Ohio Railway Traffic Associa¬ 
tion, Wheeling Freight Committee, Baltimore Freight Committee, General Man¬ 
agers’ Association of Chicago, Mansfield Freight Committee, Middle States 
Lumber Association, Ohio Coal Traffic Association, Sandusky B’reight Committee. 

I want to say right here that about every time a decision is rendered by the 
Supreme Court of the United States against'any one of these associations, the 
others change their names immediately: they are not incorjiorated, and they can 
change them very easy, .so they can get rid of all their past unlawful acts, 

RELATIONS BETWEEN RAILROADS AND THE STANDARD. 

In the late reorganization of the Baltimore and Ohio Railroad Company within 
the last few months, Henry Clay Pierce, of St. Louis, president of the Witers- 
Pierce Oil Company, Standard Oil Trust, is made a director. 

Q. (By Mr. FAuquiiAR.) Do you think that it is well enough tor these persons 
that are large owners of stock, I mean Standard Oil stock and all that, to make 
investments in all these other things; is it not natural for business men to do 
that?—A. It looks rather suspicious, you know, when you come to see all these 
men going into railroads, these big shippers; it looks very suspicious. Mr. Archbold 
falsely asserts when he states that pipage rates were included in the rail rates 
on the Cleveland and Marietta Railroad. '^ The absolute truth is that this railroad 
charged me 35 cents a barrel on my petroleum shipments, while it only charged 
the Standard Oil Trust 10 cents a barrel; confirmed by the receivers of the rail¬ 
road, its counselor, Ex-Judge Rapello, and by the decision of Judge Baxter. This 
difference or overcharge on my shipments was taken from the treasury of the 
railroad and paid over to the Standard Oil Trust. 


' See pp. 7IH, 706. “See Mr. Archbold, pji. Wid-AW; Mr. Bice, pp. 7(»-71L 
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Phineas Pease, the receiver of this railroad, allowed the Standard Oil Trust to 
lay its pipe lines, not only in the roadbed’s right of way, but also across passen¬ 
ger bridges, to assist it to convey crude oil from the Macksburg oil fields to 
Parkersburg, W. Va.,S5 miles, where the trust had a large refining plant, and 
by this means deprived the road of Standard Oil transportation. In 1885 when I 
wanted to simply cross once with iny pipe line under the tracks of this same 
road, which I had the legal right to (fo, in order to reach the Muskingum River 
and thence barge my oil to Marietta, I was confronted by a telegram from 
Pease to desist from laying my pipe thereunder. I did not otey. A competing 
pipe line from Parkersburg tried to reach the Macksburg oil fields, and was pre¬ 
vented from so doing by this same railroad. But the Standard Oil Trust could 
get everything they wanted: no objection at all. 

In November, 1887, 7 or 8 months after the interstate commerce act took effect, 

I proved before the Interstate Commerce Commission that 1 was then paying 
more than 4 times as much freight as the Standard Oil Trust on shipments of oil 
to Binnlngham, Ala., where I had an agency. I paid 59 cents per 100 pounds on 
400 pounds to the barrel, which was the Standard Oil Company only paid 
lOA cents per 100 on ,815 pounds of bulk oil, which ,aniounted to 53 cents and 9 
mills, as against my $2.36. The discrimination was 346 per cent. 

ACCUSATIONS .AOAINST THE WITNESS. 

I want to say just a little iu reply to what Mr, Archlwild said about me here: 

(Beading from a paper:) “In reply to Mr. Lockwood, Mr. Archlxild dealt at 
length with the Matthews and Rice cases, which Mr. Lockwood had instanced 
to .show, as he claimed, that the Standard Oil Company controlled the courts. 
Mr. Archlwld claimed in effect that the.so suits h.ad been brought to compel pur¬ 
chase. He a.sserted that in the Rice case Rice had tried to induce him to buy his 
plant at Marietta, Ohio, for $51)0,000, when it was not worth $25,000, and had 
agreed to see that prosecution in certain cases was stopped in case the deal was 
made, claiming that he had sufficient influence to accomplish this result. He 
c.vpressed the opinion that Rice was employed as an agitator by the enemies of 
the Standard Company.' Mr. Bice was present in the room, and it is understood 
will reply later.” 

I want to say right here that no man in this country has ever put up a dollar to 
aid me in any fight I have had with the Standard Oil Trust or railroads of this 
I'ountry. The statement is false. 

Q. (By Mr. A. L. Hakbis.) Did you ever offer to sell out for $.5o0,000? A.—I 
did. 1 will explain that. They offered me $350,000 in 1882; and negotiations 
were started again, in 1886 or 1887, about the time I was trying to get some Stand¬ 
ard Oil Trust certificates, which I owned, transferred to my name. They refused 
to make the transfer. I want to read these extracts just a little bit before 1 do 
anything else. This is another account of Mr. Archbold’s testimony. 

"He dwelt particularly on the claim that Mr. Rice had been discriminated 
;vgainst by the railroads m the matter of rates, and that the Standard Oil Com¬ 
pany had made the railroads divide with them the charge they Imd collected from 
Mr. Rice. Mr. Archbold admitted that their agent had received something like 
$459 in this way, but said the money had been refunded to the railroad on the 
advice of their lawyer. 

" Mr. Archbold charged Mr. Rice with running his bu.siness not for the legiti¬ 
mate profits in it, but for the purjiose of soiling out to the Standard people at <an 
immense profit.” 

Mr. Arohbold also read to this commi.ssion certain extracts from the testimony 
1 gave last February at the Ohio investigation, with the avowed purpose of show¬ 
ing that I am a blaclanailer,* The ground of this accusation is that I asked less 
for my refining plant at an early date than subsemiently, when I had increased 
the capacity of my plant to 5 times what it was at the time the lesser prices were 
given, and I had not included my producing properties. Now, just think of it, 
gentlemen; and Mr. Boyle reiterates it in his testimony. 

In March last at the Ohio investigation they engineered a scheme to put Arch- 
Ixdd forward to denounce me with CTeat vehemence as a blackmailer, in order to 
divert public attention from the real (luestions at issue, and commenced at once 
their vicious attack on me at the fourth question. This charge of blackmail is 
only a continuation of their oft-recited and only .stock in trade against me for 18 
years. In 1881, in their red-lettered jiamphlet entitled “ Black death,” issued by 
the Standard Oil monopoly, a facsimile of mine, they charged me on the upper 
marginal part, page 2, with blackmail, and have kept up this tirade of abuse ever 


I 8oe p. 569. ' PI). 5tn, ,'(52. 
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since, for the avowed purpose of prejudicing the public mind against me. Why 
is it that they still keep it up, not only through trust officials direct, but through 
their sjwcial mouth organ, the Oil City Derrick, although my refinery has not 
been running for years to interfere with their high-priced oil? On page S they 
admit my oil refinery alone to be worth |50,000 in 1881. It is fair to presume that 
they would have paid me double this price at that early date, when so willing to 
stat(^ its worth publicly. How silly and ridiculous it is for these hundred-million 
millionaires to charge me with blackmail, when they have robbed the stockhold¬ 
ers of the railroads by di.shonest and unlawful means, through freight discrimi¬ 
nations, out of hundreds of millions of dollars, which has been paid by the public 
in higher-i)riced oils, and of a poorer quality. I will read from my evidence given 
at New York on March 21 last: 

"Before J. Edgar Mills, New York.—The Buckeye Pipe Line Company. 

"March 21, 1899,10 a. m. 

" Hearing re.sumed. 

" ReiUrect e.vamination by the Attornev-Genehal: 

‘‘Q. Mr. Bice, there is another branch of the ca.se, of the Buckeye Pipe-Lino 
case, that I will call your attention to briefly. There is a cause of action clnarging 
that the defendant company assisted the Standard Oil Company of Ohio in 
evading the decree, known .as the decree of March 2, 1892, and, perhaps, .antici¬ 
pating your evidence now rather as rebuttal evidence from what has taken place 
in the contempt proceedings, I will call your attention to that part of the testimony, 
and will introduce it here at this time, in which it is said the charge of contempt 
was a case of blackmail on your part, if I understand the import of Mr. Archbohf’s 
testimony, and to that most particularly where he says that your plant was only 
worth $2,5,(»00. Will you now state for the court the history of that attempted 
settlement and the amount th.at was offered for your idant actually, and what 
it is worth? I refer to the proposition that was made. Give the history of that 
entire proposition. 

"Mr. Kline. I note an objection to the question not only as leading and 
suggestive, but as irrelevant and incomitetent. 

"A. The charge that Mr. Archbold has made against me as being a blackmailer 
Ijecause of any interest that 1 may have taken in the proceedings again.st tlu' 
Standard Oil Company of Ohif:, or in those proceedings, is a malicious statement 
and false: there is not a word of truth in it whatsoever in that reg.ard, in that 
respect. In 1882 Mr. F. B. Squire, the present secretary of the Standard Oil Com¬ 
pany of Ohio, came to me at Asbury Park, where I was stopping with my wife, 
and offered me $2.'i0,(X)0 for my oil properties, including the producing properties 
and the refining plant.' This I testified to liefore Judge O’Brien, of this city, in 
1888, in proceedings that I brought against the trustees of the Standard Oil Trust 
to get transfened an original trust certificate standing in another man's name 
into my name. Mr. Archbold was present at the proceedings and heard what I 
testified to and made no objections, nor was it denied. He at the same time went 
onto the stand and testified that my plant was not worth to exceed $2.'),000 or 
$30,(XW. He also iiroduced an expert to .say that it was not worth over $25,000. 
At this same time that I testified and at which Mr. Archbold was present—in the 
early spring of 1887, some 4 or .5 months previous to the proposition to which he 
alluded and which I will subsequently allude to—I offered my plant to him 
through Mr. Orvis, to Mr. Archlxild, for the sum of $125,000, and $25,000 a year for 
5 years. In 1886 it is true that I did submit a proposition to him to take for my pro¬ 
ducing properties and refining plant—the whole oil business th.at I had—the sum 
of $2,50,000, and $.50,000 a year for 5 years. He considered the proposition and 
wrote me two letters, of which I would like to submit here the copies of them, 
because they are very short. 

“ Mr. Kline. I note an objection to the copies. 

“ Q. Have you the means of getting the originals?-A. I have not the originals 
in my possession, but I will swear that these are copies. 

“ (J. Will you read the copies into the records? 

“ Mr. Kline. I note an objection. 

"A. (Heading from paper:) ‘26 Broadway, New York, November 17, 1886. 
Georffe Rice, Marietta, Ohio. Dear Sir: I write to advise you that I have not 
lost sight of our recent interview, but there has been unavoidable delay in 


• 8ee Mr. Pago, pp. 785,78(1; Mr. Rico’s affidavit, p. 793. 
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gathering information which we desire on the subject. Wo now expect to have 
this information in a week or so, and will then again communicate with you. 
Believe me, very truly, yours, John D. Archbold.’ The second letter: Dated, 
‘ Standard Oil Trust, 26 Broadway, New York, December 13,1886. George Rice, 
Marietta, Ohio. Dear Sir: We have given further consideration to the subject 
of our recent interview and are prepared, if you so desire, to discuss it further with 
you. Awaiting your advice a.s to your wish in the matter, and, if favorable, the 
designation of a time when you will meet with us here, I remain, truly yours, 
John D. Arohbold.’ ’ 


I never replied to the letter or never calleil upon them. 

Q. (By Mr. Piiii.lips.) What was the .pric<f fixed or talked of at that time?— 
A. ,?2.50,(K)6 and ,5.')0,000 a year for 5 years. Now, here is another. (Reading:) 

“ Q. There is another term that you use that I don't quite understand. I wish 
you would be kind enough to elucidate it more clearly. What do you mean by 
a refinery and a producing plant't What is the difference? 'What does your 
property include that you say you were offered 82.")0.(IIKI tor'?—A. The profstsition 
I made to Mr. Archbold and to Mr. Squires both, was to include all the producing 
properties that I had, which was some 20U acres of fee-simple oil land and from 
150 to 200 barrels per day production, and also to include all the machinery and 
everything attached thereto used in the luoduction, and also to include my refining 
plant and everything connected therewith, tank cars and i>ipe lines and so on, 
and the good will of the lmsines.s. 

“ Q. Where was that 200 acres of oil-producing land that you say you owned 
in fee simple located'^ In the oil district?—A. Yes, sir, 

“ Q. Alleady developed?—A. Yes, sir. 

'* Q. And has it been oil territory (‘ver since'?—A. Yes, sir." 

That is the end of the quotation. Now, I will make some of my own remarks. 
My property was fully worth the amount 1 asked. The mercantile agency of 
R. G. Dun & Co. for several years made a rating of $1,IW)0,000 on this same prop¬ 
erty, It seems ridiculous to answer all these statements, but as the charges have 
Is'cn made,under all the circumstances, 1 have done it. In 18.S+~85, and part of 
1.SM6. my Imsine.ss had largely increased by my persistent efforts, which was not 
agree:ible to the Standard Oil Trust: so they invoked the aid of Orland Smith, 
president,and R. M. Fraser, freight agent, of the Oincinnati, Washington and 
Baltimore Railroad Company, the initial line out of JIarietta, so to advance my 
petroleum freights as to ruin my Imsine.ss, so that this noble and philanthropic 
trust could easily buy it up for old junk. To the disgrace of these 2 men they 
readily assented to the nefarious demand, and on July 1.5.1886, they did advance 
my freight rates from 43 to 162 per cent, and did not advance rates at all to tho 
Standard Oil Trust. This had tho effect to clo.se up 111 out of '24 of my agencie.s, 
anil shut me out of 39 towns in 73, within the brief space of 5 months. From that 
time on my pi-olits were very much lessened by the.se unlawful freight di.scrimi- 
tndions, and by the constant attacks and savage cuts made by the Standard Oil 
Trust upon my customers’ goods I was forced to yield and (piit the oil-refining 
bu.sine.ss in M:iy, 1896, and my refinery has been idle since—rotting down. I will 
also read some extracts from the Ohio investigation, but, before doing so, will state 
that my testimony in said case has been very materi:dly changed by two very 
important alterations, and of the same particular figure twice re])eated, by which 
it now appears in the official printed evidence tlmt the negotiation for the .sale of 
niy properties was conducted in 1897, the very month that thti Ohio contemi)t pro¬ 
ceedings were brought, instead of the yeiir 1887, as I testified. I also testified that 
the capacity of my refinery was 100,000 barrels jier annum, which has been changed 
to 10,000. 

famri'ading now from the record of the Ohio investigation of the Standard 
()il Trust. 

0. (By Mr, FAiujtmAU.) Is it not strange, don’t you think, that Attorney-Gen- 
cTal Monnett .would have those changes made? Could it have been on purisise?— 
.\. I am siiying that they have been changed: I am not charging anyone. “I 
will go back to 1897,” cross-examination of me by Mr. Elliott, counsel for the 
Standard Oil Company, page 385. "I will go back to 1897”—it should be'87. 
If I said ’97 it was a mistake. (Reading:) 


" Q. I will go back to 1897. Did you say to Mr. An hltold in an interview. ‘I 
believe it is better for tho Standard Oil peoph; to make a deal with me, and that 
by .so doing parties will be deterred from encouraging a line of action against the 
.Standard Oil Company, which I understand that others are about to do?' 
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“A. No, sir; I do n<it ivcall anything of tlie kind. I wish to explain right here 
when those suits were enforced in regard to the tran.sfer of my 5 wiares”- 

This is very important. (Witness resuming reading;) 

“ Of trust certificates; they tried to produce evidence, the Standard Oil people 
did, and it came forth in the trial of the transfer of these 5 shares of trust certif- 
i(;ates in my own name. They brought forward 2 men for that juirposij that pro¬ 
posed to swear that I had demanded from the Standard Oil Trust iieople a large 
amount of money, and they were the only ones that could settle this matter, and 
Mr. Bartlett, my eoumsel—this was indicated to him that such kind of evidence 
was coming out—and he pai’ticularly questioned me before I went on the stand, 
before the matter came up, to know whether this could bo true what he had heard. 
And I said, if they brought up any matter of that character it <‘ertainly would 
be a lie; it would not be true; coiild not see how they could back it up. He was 
considerably nervous over it, and I was mysidf. I did not know but what they 
had adopted .some kind of a plan to sinircb my character, and when it came up Mr. 
Bartlett objected to any of this testimony going in, and the judge said; ‘ Mr. Bart¬ 
lett, we will allow this to go in. and if they do not connect Mr. Rice with this mat¬ 
ter it will all be thrown out.’ They went on and brought ui) 2 agents, one I have 
known in the oil business, Hill was his name, and I forget the other man's name; 
and they went on the stand and testififnl that they had letters that were written 
pro and con with the Standard officials in which they said to them they could 
arrange a settlement l)etween Mr. Rice and themselves; that they had the whole 
thing in their hand. I never knew a thing about it. I uev(,‘r heard a word about 
it, and they admitted that they had no conversation with me. They had taken 
up their report and it was written on Standard Oil paper, making those threats, 
and those letters were used against mo before the chairman of the committee in 
Congi’ess to poison his mind against me. There was nothing in them. They 
were gotten up by the.se men themselves, and to show the truth of it the judge 
threw out that te.stimony and would not allow it to go in. It was all a concocted 
story to smirch my character; that is what is the matter." 

Now. I want to read you the letter and correspondence that passed. I want to 
say right here. I think this correspondence; was engineered for the purpose of 
being used afterwards, as Solicitor Dodd did use it. Here are letters—without 
my knowledge parties wrote letters under the head of the Standard Oil Trust, 
and I never knew a thing about it. It was let in temporarily while the case was on 
with the understanding that if they did not c.onnectme ivithit it would bo thrown 
out. It was thrown out, but Mr. Dodd u.sed it against me before tho Congres¬ 
sional committee of 1888. Now, this is a letter which was written, that I did not 
know anything about, and I think it was conc<jcted for tho purpose bv this man 
Hill. 

Q. (By Senator Kyle. ) Who is Hill?—A. Edgar P. Hill, Nass.ati street. New 
York. 

Q. A man whom you knew?—A. I knew him once in tho oil business. He 
directs this letter to Mr. Cuthbert, an official of the Standard Oil Company. Ho 
says; 

"Edoak P. Hill. 

•‘Attorney and Counselor at Law, 

•• H.f Ndumu sired, Neip York, March 30, /.v.S'.?, 

■‘My Dear Cuthbert; I am going to write you a very jdain letter in regard to 
the matter of Rice and tin; Standard Oil Company. In my judgment the com¬ 
pany is making a great mistake in not getting Rice out of their way. I kpow 
what I am writing about, and the necessity of Mr. Brewster’s being put in posses¬ 
sion of such facts as I shall give you some account is urgent. Can you consist¬ 
ently and properly, through Mr. Bushnell, have them reach Mr. Brewster? It yon 
can without prejudice to your interest, I hope you will do so. If you can not, .say 
BO plainly, and reply to this letter as soon as you possibly can. I shall not call on 
Mr. Dodd again unless he sends for me. I don’t think he appreciates the situa¬ 
tion. But to the facts, of which you will sec something in tho papers before you 
are many days older. 

“First. Mr. Rice owns (;ertain shares of the Standard Oil Company stock. An 
alternative mandamus has or will lie soon issued commanding the company to 
transfer that stock to George Ri(;e, or show cause why it is not done. If the com¬ 
pany transfers the stock, Mr. Rice will prove to be a more troublesome customer 
than he is now, unless he is settled with at once. If the company refuse to trans¬ 
fer the stock, they will be compelled to, and then its trouble will be greater. The 
company can not resist the court if it refuses. 



STANDARD OIL COMBINATIONS:—BICE. 


753 


‘ ‘ Second. Rice has been summoned before the Interstate Commerce Commission, 
and will be before that commission to-morrow, or very soon, to answer interroga¬ 
tories already framed, the answers to which will be troublesome to the company, 
to SMak within bounds. Tho.so interrogatories had best remain unanswered. 

‘ ‘ Third. Legal prcxieedings are about to be commenced against 2 of the railroads 
having large contracts in the i)a8t, and at present, with the Standard Oil Com¬ 
pany in violation of the interstate-commerce law lor a forfeiture of their charters. 

' • Fourth. A law has Ijeen framed and will soon bo introduced in Congress giving 
Mr. Rice the authoiuty to bring suits in any State against railroads that have 
m.ade contracts with the Standard Oil Comiiany discriminating against Rice and 
to his prejudice. 

“Fifth. It i.s useless for the company to try to make a settlement with Rice 
through other parties. It must be done with me or not at all. There are other 
matters I coiild call attention to. but this is sufficient for the present. I write as 
I have to you for the sole purpose of having the.se facts brought to the notice of 
Mr. Brewster and for no other purpose. Could I have an interview with him I 
am sure it would bo to the advantage of the company. Again, let me say that 1 
do not want you to Ijo prejudiced in the least in thi.s matter, and uiile.ss you can 
see your way (dearly to do this don’t do it, but return this letter to me and that 
will bo the end of it, so far as you are concerned. Please do not delay your 
answaw. 

" Sincerely, yours, Ejxiab P. Hill.” 

“Edoab P. Hill. 

“Attorney ani> Counselor at Law. 

“a; Nasmn st.. Kew York. March 2:i, ISKS, 

“My Dear Cijtiibebt; I have your letter of the 26th instant, for which you 
have my thanks. I am very glad indeed that you sent my letter to Mr. B. and I 
infer that he or Mr. Brewster has it now, as you do not mention its having been 
returned to you. I shall be fully engaged to-day and to-morrow in another mat¬ 
ter, and a.s scion a.s that is off my hands I shall ask Mr. Brewster for an interview, 
ami I am confident that gisid will come to the company from it. I desire to have 
yon understand that I am not acting and will not act in this matter in any spirit 
of hostility to the company, but, on the contrary, I diisire to bring about a settle¬ 
ment between the company and Rice, and nothing else. I am the only person who 
lias the handling of this matter, and the Standard Oil Company is simply wasting 
valuable time in trying to reach Rice through someone (dse. That this has been 
done I am sure, but it has had and will not have the least encouragement. I shall 
endeavor to make my.self understood by Mr. Brewster, and am not without hope 
of causing him to see matters as they are, and not as they are reiiresented to lie 
by others in whom he places confidence. Mr. Dodd hinted at blackmail on the 
part of Rice, but that is absurd on its face, as I only ask to be hoard fairly in an 
endeavor to settle a matter between these parties now, and which will he more 
difficult the longer it is delajred. 1 can settle the matter in less than a week if a 
fair and accommodating spirit is shown on the other side. I am well pleased with 
the situation, and again thank you for the kind assistance you have rendered me. 

“ .Sincerely, yours, 

Edoah P. Hill.” 

Now. then. Mr. Dodd a few months later writes a letter to the Hon. Henry 
Bacon, chainnan of the Committee on Manufactures, giving him the substance 
of these letters. He says: 

■ To Hon. Henry Bacon. 

" Committer, on Monufacturea: 

■ • We offer the corro-spondence on behalf of George Rice with persons connected 
with Standard Oil Company, to show that he threatened to give troublesome evi¬ 
dence before this committee, unless settlement was made with him, and parol 
evidence to show that the price demanded for settlement was $,550,000. 

“Yours, “S. C. T. Dodd, 

“ Solicitor Standard Oil Trust. 

“July 12, 1888.” 

These letters and all the evidence pertaining thereto had been thrown out by 
the court, and he used it afterwards. 

Q. (By Mr. Phillips.) Did Mr. Dodd know that it hael been thro'wn out?— 
A. Certainly he knew; no ipiestion about it. You know it is ridiculous and out¬ 
rageous to have to answer all that, but the charges have been made against me, 
and I think I ought to answer them here. 

83a-48 
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Q. (By Mr. Jenks.) You never yourself had any communication vrith Mr. Hill 
at all?—A. No, sir, not a particle. 

Q. (By Mr. Fakquhar.) Was Hill a broker in New York?—A. No, sir; a law¬ 
yer. Now. gentlemen, here is a pamphlet that is issued by the great Standard Oil 
Trust. I issued a pamijhlet called " Black Death.”' It was in the PWers a good 
deal at the time. That is my original pamphlet, and the Standard Oil Trust issued 
that kind of a pamphlet with all the vacant places filled up with that scurrilous 
stuff against me. It is in exact size, same print, same paper, and everything, with 
the margins filled with a lot of scurrilous matter printed in red ink, and I think 
it might bo well to road it, which will not take long, to show what kind of people 
they are. 

Q. (By Senator Kyle.) Did you attack them in your pamphlet?—A. Yes, 
certainly. 

Q. This is in the shape of a rebuttal?—A. Yes; X suppose so. Now, they have 
admitted this, you know, in a suit I had. They have admitted this pamphlet 
with all this stuff. They say: *■ If the Standard Oil Company pay George Eice 
$250,000 for his refinery, wor-th $o0,0(K), can they sell oil any cheaper, or servo the 
public any better than they do now?” But on the front part they s^: “ Com¬ 
mon sense pricks this hullabaloo.” "Such missionaries as George Rico work 
mostly for George Rice. ” "Buy the best and cheapest goods of the agents of the 
Standard Oil Company.” "The black border on the first page means blackmail 
by George Rice.” This is issued by the great Standard Oil Trust, a great philan¬ 
thropic institution, which is worth several hundred million dollars, you know, 
and they say at the bottom of the second page: " Buy the ‘ Standard’ goods.” “If 
George Rice's goods are no better tluan his pamphlet, you don't want them.” 
“ His pamphlet boiled down .simply means ‘ sour grapes.'" 

lather similar iiuotations in pamphlet.] 

They acknowledged this as their property; that they published it. 

It is generally known in the oil region that the Oil City Derrick is tlie organ of 
the Standard Oil Trust, because they do not publish anything against them. It is 
all against anybody that attacks the Standard Oil Trust. 

Q. (By Mr. Phillips.) Is it the habit of the Oil City DeiTicK to attack inde¬ 
pendent producers?—A. Yes. 

Q. Producers engaged in oppo.sition refineries'?—A. Yes; that is what it does. 
It attacks everybody that is in opposition to the Standard Oil Trust. 

Q. Did you ever know of its attacking any member of thi! Standard Trust?—A. 
I never did. 1 never knew of its attacking anybody in the Standard Oil Trust or 
that has anything to do with the Standard Oil Trust. It is known as an organ 
under the Standard Oil Trust throughout the oil region. 

Q. You have made sufficient reply to all these matters'?—A. I suppose I have. 
I wanted to reply to these things. I don’t like this business, but these things have 
to be answered. 

Q. Do you know what the dividends of the Standard Oil Company have been 
since its organization'?—A. Why, say $170,000,000 since 1892, and the 10 years 
previous would be $100,000,000-alKuit $270,000,()(X). 

Q. What is the capital stock sold at?—A. It sold in May at .500 on a par of l(K). 

Q. What would that make the total?—A. Half a billion of dollars. 

Q. Do you know anything about the surjiliis?-A. No; I do not. They do not 
make a statement to anybody. 

(lOVERNMENT OWNERSHIP OF RAILROADS. 

Q. (By Mr. Clarke. ) I would like to .ask Mr. Rice if he has any further reuiedy 
to recommend to this commis.sion than Government ownership of railroads'?'—A. 
I do not believe I have, Mr. Clarke. The experience of the past 12 years of the 
interstate-commerce law shows that the penalty clause of .$5,000 and 2 years in 
the penitentiary for each and every offense is absolutely without effect. I think 
more drastic measures must be used; and I do not see how freight discrimination 
can be remedied except by Government ownership of railroads. 

Q. In your pamphlet you make some allusions to the ease with which cert.ain 
people can control legislation, especially in the State of New Jersey'?—A. Yes; I 
think that by the centralizing of trusts and combinations in one State, it is much 
easier to control that State in the way of legislation. 

Q. Do you not recognize that there would lie great danger that if railroads 
were owned and controlled by the Goveniment there would be great abuses, 
political abuses incident to it'?—A. No; I do not; for this reason, that I do not 


' Pauiihlst entitled ■' Hlaek Deatli,'' by (leorge Rlee. 
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know of any instances now of any particular account that any department of the 
Government is run dishonestly. That is to say, every man is getting his equal 
just deserts. That is the way I understand it. You do not hear of any com¬ 
plaints that the Government is being robbed, excepting, of course, occasionally; 
now and then. In a general way the departments of the Government are run 
honestly, fairly, and squarely. 

Q. We have heard from you several times to-day that you do not think the 
Government officials are perfonning their duty?—A. I do not. 

Q. Would they be anymore likely to do it if they had control of the railroads?— 
A. Yes; they would. If they did nf)t do their duty quite so well, they would have 
no freight discrimination, which I can tell you would be of great advantage to 
the people of the country; but as I understand it all Government employees do 
their duty generally. 

Q. Do you not think that discrimination.^ can be provided against effectively 
without Government ownership of railroads?—A. No; X do not know how it can 
be. They pay no attention to this severe penalty clause, and as everything shows, 
di.scnminations are about as bad to-day as ever; but of course they are more 
covered up. and you do not get on to the worst of it. There was an expert that 
was employed on tlie hooks of the Atchisoti, Toi)eka and Santa Fe wken that 
$7,000,000 of lehates was discovered 5 years ago. This railroad expert told a 
friend of mine—this expert who was put on the books—that he was just getting 
into the “meat’* of it, and discovering this discriminatiou, and he had got on to 
it througli a certain key, of a pencil mark on the books, which turned out to be 
the secret. He was just getting into it, when he was shut after he liad dis¬ 
covered rebates to tln^ extent of .$7,000,000: and he said lie thought more cotild 
have h(*en discovered if he had had time to work it oiit. That was told to me by 
friends on wliom I cun rely—that the ex])ert told him. and I have no doubt that it 
is so. 

Have I said (,*noiigh in regard to the existence of the Standard Oil Trust? I 
pretend to say that the Standard Oil Trust is growing stronger all the time, and 
tli.-it said trust is not dissolved by any means; simply passing resolutions to dis¬ 
solve it d(M's not dissolve it by any means. I did not know whether I made that 
])lain enough. 

Mr. A. L. I think so. 


Wasuix(/i‘ox, I>. O., }\\‘(hn’t<day^ Dereinhtr IS, IS99, 

TESTIMONY OF MR. HOWARD PAGE, 

Vhr'jnrxiih’iil of ihi' t 'n'nni lunl: LUn' 

The coiiunissioa met at 10.-1.') a. m.. Olmirman Kyle })resi<hng. 

.Mr. Ilowanl Page, of New York ('ity, viee-pr<*.si<lent of tlie riiion Tank Line Coni- 
paiiy, was intro<luce<l and, iK'ing <luly sworn, testified as follows: 

( l)V Senator Kvi.k.) Slate: y(Mir full nana*, address, an<l hu.siium—A. Howard 
I’age, N'(‘W York (’ity. I am vi<'e-president of tin; rnion Tank lane (Ynnpany, whieli 
is a <'onij>any tliat own.s the <-ars in which the Standard Oil Oomj)any makes its ship¬ 
ments over ilie various railroads of the I’nited Slate.*^. I l)cgaii in the business with 
<’he,s.«, (\u'l(‘v t'c (V). in 1K78, and continued with (liat tirni until it became the cor- 
l>orati<m (jf the ('hess-(!’arley (’ompaiiy, whi<-li was in 1881. Tlie ('hess-Carley 
(ompany was succeeded by the Stamlard Oil (’omjiany of Kentucky, alniut 1880. 
Che.'^s, Carley ^ ('o. and the (.'liess-Carley (‘oini)any were niuler the direct control 
and management of Mr. K. I>, (’arley, m Im was the resident partner and manager at 
l.ouisville. 

(By Mr. .Iunks,) .Vt what time dhl you go into the employ of the Standard Oil 
('om[>any?—A. Tlie Standard Oil Company (*f Kentucky was formed aliout 1888. 1 
was with that company until 1 came t<» New York, in 1889, to take a position witfi 
the Standard Oil (k)in[>any of New York. 1 liave hwii with that company and the 
Cnion Tank Line Company since tliaf time. 

(h Have you been iniine«liately connechMl with the transportation business ever 
since coming to New York?—A. I have, and prior to that time I was in charge of 
tile tratiic matters of tlie Standard Oil Company of Kentucky, and also of the Chess- 
Carley (.’ompaiiy, when 1 was in Lfniisville, and was al.«o familiar with that part of 
the hiMiu^sH when I was with Cliess, Carley I'c Co. 

(h Ami in New York with the Standard Oil C’ompany, you were especially in 
charge of their transiHirlation business?—A. .Vs vice-president of the Union Tank Line 
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Company, which, a.'f Ihavestate<l, isthecompaiiy that owna all the tank cars in which 
the Stanllard Oil Company makes its shipments throughout the United States, I was 
familiar and am familiar with the transportation business of the company throughout 
the United States. 

Q. How long have yon hehl your present position as vice-president of the Union 
Tank Line Company?—A. Since the formation of the company in 1891. 

Q. I understand that you have a gerumil statement that you wish^to make?—A. I 
have a memorandum or answer that f wish to offer to the allegations and chaises 
made by Mr. Rice before the commission in regarfl to transjportation and freight 
arrangements, which he alleges that we have as ^inst himself and other shippers. 
1 have gone in detail into his testimony and will now answer the points which I 
have jiicked out. 

Mr. A. L. n.iKRis. Mr. Chairman, I do not know hut there is a possibility of sav¬ 
ing time. As I understand it, there is nothing that the commission desires before the 
time of the interstate commerce law. I think it is conceded that there were rebates 
and discriminations previous to that time. Mr. A rchbold, when he was on the stand, 
said that there had been nothing since that time; Mr. Rice (claims there has. Will 
it not be enough if Mr. Page answers the charges made by Mr. Rice regarding dis¬ 
criminations since 1887? 

The Witness. 1 would say, in answer to that, that there arc some charges relating 
to the time before the interstate commerce law, which Mr. Rice ha.s made and reiter¬ 
ated and advertiseil so frequently that they have come to l>e believed, and wbich I think 
I can answer very satisfactorily, and which w'e should like to have the opportunity of 
answering. 

Mr. A. L. Harris. There is one particularly that you have in mind, I think, that 
we have no objection to, and that is “putting another screw on.’’ You may make 
any answer in regard to that. 

'The Witness. That is the principal one, and it will not take as much time to 
answer it, Mr. Harris, as we have taken now . 

Mr. A. L. Harris. I wanted to prevent covering the entire ground previous to 
1887, when there is no dispute particularly between the Standard Oil Oompany ami 
Mr. Rice. It is concedecV that there were a number of favors granted. But since 
that time, as I understand, the Standard Oil Company claims to have liveil strictly 
up to the law. 

The WiTNuss. Absolutely. 

Mr. Phillips. T tbink, in opposition to nu' friend Mr. Harris, that it is entirely 
competent for the witness to go over the whole ground covered by Mr. Rice. Mr. 
Rice stated facts; and he has a right, it seems to me, and it is proper, that ho should 
(;over the ground covered by Mr. Rice without regard to dates. Of course, what h^ 
transpired since the interstate commerce law was enaided is more important to this 
commission; but if Mr. Rice has made any statements in regard to discriminations 
liefore that time, I think the witness should have the privilege and the unlimited 
privilege of replying to such statements. 

Senator Kyle. It strikes me, gentlemen, that inasmuch as Mr. Archbold admits 
discriminations yirior to 1887- 

The Witness (interrupting). Admits that we'got as low rates as we could prior to 
1887. , 

Q. That there were rebates given prior to that time?—A. Yea. 

Senator Kvle. That there is no issue except as to some special discriminations 
agaiiLSt .Mr. Rice that he complained about, and as to this Chess-Carley business m 
Kentucky. . , , ... ■. 

The VV^iTNEss. That is all; and as 1 was there at the time and was familiar with it, 
I think it is only fair to the company that I should lie allowed to make a statement. 


NO P.WMENT KOK COPY OF TRFST AOREBMENT. 

Mr. Rice charges that the cotton-seed oil tnist jiaid the Standard Oil Company 
$250,000 lor a copy of its trust agreement.' We deny this absolutely as to any 
amount; in other words, we did not receive a dollar. 

ALLEOEO FAVORITIS.M IN THE PURCHASE OK LUIIKICATING OIIS. 

Mr. Bice claims that the railroads paid the Galena Oil Company very high prices 
for its oils, and this forms a kind of freight discrimination in favor of the Standard 
Oil Company.* Mr. Archbold denied it,* and I deny it again. The facts are that the 


*lecp*p?*^, 700: scvhKo -Mr. Lee, p. .Mr. pavir-, p. Mr. Moimett, p. 309. 
8 See p. 516. 
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trade secured l>^ the Galena Oil G)mi)aiiy i.s iHraust; <if tlie HUi)erior and uniforni 
quality of its ods as compared with tlu^ ordinary oils on the market. As to tlic 
prices paid for the Galena oils as compared witii oIIuts, tlie (iaiena Oil Company 
sells its oils to railroa<ls under an agreement by wliieh the Galena Oil Company 
always guarantees that the cost shall not exceed the cost of oils that the railroad lias 
useil before, and generally guarantees a nsluetion. This guarantee is in the form of 
a ixirtain cost fier train mile for the different eqnipnienf.s which the railroad runs over 
its rails. That is, the cost iicr train mile of engines, freight cars, and pas.senger cars 
is found from the railroad’s own 1 sinks, and then the tialena Oil Company guaran¬ 
tees that railroa<l, after tiinling the coat of the use of the other oils, that the cost of 
using (iaiena oils will Isi less, amt never more, than by using the otlier oils. 

Q. (By Mr. Ci.aukk.) You refer to lubricating oil.s'cntirely?—A. Lubricating oils 
entirely, and signal oils. 

(i- Signal oils—A. The result of this has been that there has lieen a great saving 
in the cost of the lubrication of railroads, and a growing trade to the Galena Oil 
Company. This saving is produced by the fact that the (iaiena oil will do more 
work for the same money than any other oils, and ex|H‘ricnce has shown that that 
result has tx>en obtained, and the guarantee is tiiiule goisl. And as regards the 
amount of money that the railroads pay to the Galena Oil Ciitiipany for the use of 
its oils as compared with the cost of the ordinary oils on the market, it is shown to 
Is!less. 

(J. (By Mr. Karouiiar.) Has it not Ixien customary for the last thirty years to 
demand these tests of all persona that present oils for railroarl use? Has it not been 
the custom of the oil trade (or thirty years to do as the. Galena does?—A. J do not 
think any other company has gone into it as a .science as the Galena Company has 
done. 

Q. Not as to uniformity?—A. Nor do I know that they have ever guaranteed the 
cost of a train mile for a year or a series of years, as fhe Galena conifiany iloes. It is 
immaterial to a railroail whether a gallon of oil costs lOcenIs orfi cents, if the 10-cent 
oil will do work for ,1 miles that the .l-cent oil will only do for I mile. That is simply 
the resultof the use of thetfalena oils. The Galcnaoils, although they have but one 
|)rice, and a unifonn price, and a higher jirice than the clnaiwr grades of oil, will do 
mor(! work, and the railr(.)ad will pay less moin-v in a year by the use of those oils 
than they pay by the use of the cheaper oils; and I hey arc so guaranteerl. 

Q, (By Mr. S.MVTii.) Has that fact ever lieen demonstrated?-A. Absolutely. The 
demonstration is proved just by what Mr. Bice claims—that the result has lieen that 
9,') |X‘r cent—I do not say it is iW per cent, but 1 do siiv tln“ Galena Oil Company has 
secured the large and growing traiie with the railroails; and it could not have done 
so had not the oils been suiierior and the results la>en obtained that they have 
shown. 

(i. You say this large trade with the railroads is due to the superiority of that 
oil and not to influence brought to bear by the Standard Oil Company?—A. Abso¬ 
lutely; the sujieriority of the oils and the economy that they have given to the lines 
themselves. 

Q. (By Mr. .Tenks.) A’ou make the general statement, then, that in no case does 
the Standard Oil Company receive a higher cost of lubrication from any of the rail- 
roails than would lie |iaid to other coin|ianies for barl oils?—Per mile? 

Q. Per mile.— A. Absolutely. 

(2. You do not deny that the Galena Oil Company does receive more per gallon 
than might be given to some of the other companies?—A. For the cheaper grades 
of oil. 

(2. But in no case do they receive mom for fhe .same grade of oil than would be 
given to the other companies?—A. I have tried to make my.self clear on that. The 
guaranty of the Galena Oil Company is to the effect that, by using their oils the cost 
|ier train ndle of the various ecniipments of the railroads is gnaranh'ed to be no more, 
and is generally guaranteed to be less, than with the use of other oils. 

(2- That applies generally to all the railroads to which it is sold?-A. Yes; abso¬ 
lutely to all the railroads. 

OALENA company’s PRfCES UNIFORM— ITS RtlSINESS Mri,TIPI,IEn IIY 10 IN ELEVEN YEARS. 

Q. (By Mr. iSmyth.) Do I understand you to say that there is a uniform price for 
this oil?—A. The price is the same to everv railroad in the United i^tates. 

Q. Regardless of quantity?—A. Regardless of (piantity. Of course one railroad 
may use very much more oil than another, hut the price |ier gallon is the same to all 
railroads all over the United iStates. Tin' guaranty is not the .same, liecause in run¬ 
ning over one railroad, for instance, like the Northern Pacific, or the transcontinental 
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line^ the cost is necessarily greater than iji nmning over a railroad like the Pennsyl¬ 
vania or the New York Central; Imt the guaranty is that the cost, whatever it has 
been, over the road with which they make the contract, shall not be greater, and 
generally that it shall be less, than the former cost in the use of the particular oils. 

Q. (By Mr. Phillips.) Do you claim that there is no refiner or person engaged in 
the manufacture of lubricating oil that can make oil eipial to the Galena oil?—A. 1 
can not answer that; I can only say what the result of the Galena Cpmiiany’s oil and 
its business has been. 

Q. Yes; but you spoke of their ^laranleeing a superior quality of oil?— I did 
not say guaranteeing a superior quality; 1 said they guaranteed their cost. 

ti. And above the cheA^r oils?—A! Yes. 

Q. The inference would lie probably that all others made inferior or chea])er oils 
than the Galena.—A. 1 did not say. 

Q. You did not say it in so many words.—A. 1 said that the result of the use of the 
Galena oils had been a saving to the railroails in the cost, and that they were justified 
in guaranteeing that cost by tbe fact tiiat the Galena oils did better work for the 
same money than the cheajter grades of oil that were offered on the market. 

Q. Did or did not the monotxjly of the luliricating-oil btisineas, so far as the rail¬ 
roads are concerned, grow up during the time when the rebate system was in vogue 
everywhere?—A. .Absolutely not. For 10 years back, during which time the Stand¬ 
ard Oil Company has not rweived a dollar in rebah's, the trade of the Galena Oil 
Comimny has grown tremendously, and 1 would say is probably ten times to-day 
what it was at the date of the passage of tbe interstate-commerce law. 

Q. Did they not get this monopoly of the lubricating Imsiness of tbe country prior 
to the interstate-coimnerce act, though it ha.s grown largely since? The railroads 
have increased by thousands and tens of thousands of miles since that day.—A. I 
should think I had already answered that by saying that to-day tbe traile of the 
Galena Oil Company is ten times what it was 11) years ago, and in tbe last 10 years 
wo have not received a dollar of reliates; therefore, prior to the interstate-commerce 
law, when we did receive lower rates of freight than the, tariff, as all other shipjxws 
did, the trade of the Galena Oil Company was only one-tenth of w hat it is to-day. 

Q. But still it was practically a monoiioly of that business at that date?—.A. It was 
not. If they only had one-tetith of the business they have to-day, they <‘aii not liave 
had a monopoly at that time. 

Q. Did they not iLse your oil and other oils? Has not the use of lubricating oil 
been growing all the time? Was there or was there not any considerable amouiit of 
oil furnished by indemiiident or outside iieople to railroails prior to the interstate- 
commerce act?—A. Tliey sold the railroads then and they self them now. 

y. No considerable amount to tbe railroads jiiior to that?—.A. Ob, yes; as fur as 
my knowledge goes, they diil, and tbey try to now and they do now. 

Q. (By Mr. FARQCit.rii.) Is it not a fact that tbe Galena Company, before it ever 
came into the .Standanl, establisheil a Itibricating biisine.ss?—A. Yes. 

Q. Is it not generally known and understood that the Galena is the best lubricant 
ever made in this country? Is it not the general reputation among railroad men and 
all others?—A. Its success has certainly )iroved that, 

(lALENA CO.MHANY HAS XO’I' SOCOH'r .VIA.NI'l''AI.'riUil.\0 TKADK. 

Q. (By Senator Kyle.) HowmIocs it commend itself to enterprises outside of rail¬ 
road companies?—A. The Galena Oil Company has made a specialty of the railroad 
and steamshiji trade; it does not try to sell the manufacturing anil machitie trade, 

(i. It does not refuse to sell?—A. No; it diws sell, and has also a large and growing 
trade abroad. 

Q. Do not these other private corporations discover the merits of the Galena oil, 
and if it is cheaper, would they not find this merit out?—A. They use those oils, btit 
as I say, the Galena Company has made a specialty of the railroad and steamship 
business, and while that does still hold, and it is otily too glad to sell the mills, it has 
not made a special branch of the business in that direction, 

Q. I want to get the comparative merits of the (iaiena oil. If private enterprises 
are still using other brands outside of the Galena, there must be some merit in those, 
liecause all those institutions are determined to get and tiai the very best oil in their 
business. Economy dictates that.—A. But the Galena oil is an oil that is com- 
potmded and made especially for the requirements of the railroads. The oil that is 
required for an engine and for the axles of a freight train is not necessarily the kind 
of oil that is required in machinery. 

Q. The other companies, then, are not catering for that sort of trade; they are not 
making that kind of oil?—(No answer.) 
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OIL SOLI) ON LOXO CONTRACTS—I'lilCES AHSOIAITEI.V CNIFORM. 

Q. (By Mr. jENKs.)\Vhero you do this (Jaleiia oil to mills, how do the orices 
quoted to the mills (compare with the j)rices (juoted to the lailroads?—A. Absolutely 
the same. 

(h Not lower?—A. Absolutely the .same; not lower. 

th At what time did the Oalena Oil ('ompaiiy jfo into th(‘ Standard Oil Com¬ 
pany?—A. T do not know. 

th Does tins fact that the Galena oil.s are sold to the railroads mo.stly on contract 
fora year ex[)lain the statement that has been made here at different times, that 
when indejH'ndent deal(‘rs attenii)fed to.H'll oil t<> local railroad officials, they were 
referred invariably to the higher officers of the railroad company? Your own offi¬ 
cials also have testified that they had no knowledge of the pri(!(^ of oils to railroads 
because they themselves, the local managers, did not deal with the local officers.*— 
A. That is generally true, J believe, of tHeHupi)lies used on railroads. The purchas¬ 
ing agent or local division agent of a railroaxl is not the man that buys for a large 
system of roads any article that is ns(‘d to any large extent, and naturally the local 
man wouhl not know tlie price of a contract, that would probably be made by the 
general manager f<»r a seri(*a of years, covering tlie entire lubrication of a railroad. 

Q. (By Mr. Farqchak.) All tliose articles are generally bought by contract by the 
year?—A. The contracts are generally for from three to five years, simply because 
tb(^ results and the economies can not always 1 k^ demonstratcKl in one year. 

ti- {By Stmator Kvle.) They have no seliedule prices on those?—A. They have 
an absolute sche<hile price per gallon. 

th For from three to live y(*ars?—A. From thr('(‘ t(* five y{‘ai*s: and they guarantee 
tlu‘cost per train mile of IhV vari«)us ecpupments run, based on llie coat that has 
hc<*n shown b(*fore by thiit same railr<>a(l in the use of (lu* onlinary oil. 

(i. And lliat price is ijuoti’<l to all con.Miiniers?—A. Yes. 

(^. Whether railroads or not?—A. Yes. 

(h And yc^t nobody knows it Ifccause it is rehuTed to tlie head olhcora of the roiwl 
or of the eonipany?"A. I do not think that is a fair inference. WbatMr. Jenks 
siud was that tlu^ local man of the railroad does not always know wliat the prices are 
tfiat tli(‘ railroad is paying to the (hdena Oil Company for tlu^ oils. That is not say¬ 
ing that tlie Galena (.^)mpany <loes not quote these jirices to the enstoiiier that wants 
tlu-oil. 

(I. Thev make the .sanie j)ri(?es to a railrojul for a 5-year contract that they 
would for a barrel of oil to a i)rivate <‘onsumer?~A. J know that the price is the 
same for a barrel of oil on every railroad as outside. 

Q. (By Mr. Smytit.) Can you give the price of the oil per barrel?—A. I do not 
know, Mr. Smyth. 1 know it lias a large tnvle and a growing trade. 

DKSPKACX V. f'KNNSYI.VANIA RAILKOAO lOMI’AN’Y. 

In regard to Mr. Newlin’s letter to George Kice, alh'ging freight discriminations bv 
the Pennsylvania Railroad in favor of the Standanl Oil Coiuiiaiiv, as compared with 
otlier slilppers.'* I beg to hand you a letter from Solicitor Dodd, addressed to the 
commijjsion, attaclied to which aiv some letters from tlic attorneys of the railroad in 
reference to that matter. I will say briefly that Mr. Newlin’s de<inctions, a.M pre¬ 
sented in his letter to Mr. Kice, were the same as argued liy him before the United 
States court at Pliiladelphia, and tlu* court dismiswMl thecjisc. Tlie fucts in the case, 
lioiKM down, are simply that the Standanl Oil Company pai<l (‘xa<-tly tin* same rate 
of fndght as all other shippers ov<^r the Piuinsylvimia Jtailroad Irom and to the vari¬ 
ous points named in Mr. Newlin’s hdter, hut on such oil as was carried partly bv 
pipe line, and jiartly by railroad, the pipe line was allowcMl a share of the through 
rate the same as the railroad would allow any other coniieetion. The pipe line is a 
common carrier under the laws of Pennsylvania, and on all <iil that is gathered in 
file oil fields and {)ipecl toward the seaboard and delivered to Ifie IVnnsylvania 
hailroad as it was at tlamilU)ii, the rate was the same as tlu‘ through railroail rate, 
and the pipe line got a share of that rate for its haul as the Pennsylvania liailroad 
gotasliare for its haul. The lej^l and the full explanation is in this letter from 
-Mr. Dodd and the attorneys of tlie Pennsylvania liailroad, which I sliall present as 
an exhibit. 


flSeep. 700. 


1 See Mr. Mathews p. 505, bottom. 
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1 . 

New T'ouk, December 7, 1899. 

The United States iNDrsTiiiAL Commission. 

Deah Siks; Janios W. M. Newlin, in his letter to Oeorfte Rice, which was given in 
evidence before tile United States industrial Coniniission, made two specific allega¬ 
tions: 

First. That during tlie years 1881, 1882, and 1883, Kennaille & llespeaux imid the 
Pennsylvania Railroad Company 48 cents iier harrel for carriage of oil, all rail, from 
Foxhurg to Communi[iaw, and at the same time, between the same points, the 
railroad eomiiany carried oil for the Standard Oil (.Company at a reduction of 
cents per harrel. 

Second. That the Pennsylvania Railroad Company carried oil from McCalmont 
and other points to Communipaw, charging Fennaille k I)espean36.33 cents per bar¬ 
rel, and at the .same time, between the same points, carried oil for the Standard Oil 
Company of New York for 1!).875 cents per barrel. 

He further claims that these facta were proven in the ease of Fennaille & De8])eaux 
r. The Pennsylvania Railroad Company. 

We desire to make the most specific denial of these statements: 

First. That it is not true that oil was so carried for the Standard Oil Company; and 

Second. It is not true that any evidence of such fact was given in the ea.se of Fen¬ 
naille k Desjieaux r. Pennsylvania Railroad (-ompany or any other ease, nor wasany 
evidmice given, written or oral, from which any sane man could infer such a state 
of facts. On the contrary, the evidence given was jiositive tliat at th(> dates mentioneal 
the Standard Oil Comjiany paid the same rates on freight as other shippers ami 
rei'oived no drawbacks or jireiereni'es. 

Mr. Newlin, after stating these facts weri' ]>roven in said ca.se, refers to the specific 
evidence, which was an agreement hetween the Pennsylvania Railniad ('om|)any 
and the National Transit Company, dated Mav li, 1881. I jiresume a eojiy of this 
agreement was handist to the commission, and it is only necessary to say that the 
most astute and suspicious mind could not di.stort the language of that agreemeni 
into a support of the allegations which Mr. Newlin hasi's upon it, and Mr. Newlin 
shouhi have been more cautious in making such allegation, as he had already been 
heard in the Ihiited States court at Philadelphia on his construction of this agree¬ 
ment, and after argument the eiuse was dismissed by the <-ourt for want of any [iroof 
of discrimination. 

Mr. Newlin claims the discrimination lurks in sections 4 ami 8 of the said agree¬ 
ment. The agreement was a joint trallic agreement in regard to oil carried partly by 
pijie line and partly by rail, the through pipe line at that time having been com¬ 
pleted to a point near Milton, Pa. The fourth section is as follows: 

“ Tlie til rough rates from the discharging points of the gathering pipes in the region 
to the destination of the oil, whether the same shall be shipped entirely by rail or 
by trunk piiie and rail, shall Ixi fixed by the trunk-line railroad companies, provided 
they can agree upon the same, and the transit company agrees to accept tlmreof as the 
share due to its through jii)«“s,‘ the proportions hereinafter fixed. The through jiij^a; 
lines include otily such lines as receive oil from the local or gathering pipes and do 
not include any part of said local or gathering pipes.” 

By this section the railroad companies were authorized to make the through rale, 
and a distinction was drawn w hiem has always been maintained between the local 
and gathering lines and the through pipe lines. With the local or gathering pip: 
lines and their charges for gathering oil, the railroad had no connection, except m 
the single event provided for in section 8. (Charges for oil carried by the through 
lines to Milton and thence by rail were prorated between the pipe lines and railway 
as provided in section 7.” 

Section 8 is as follows: 

“Whenever the through rate from the exit point of gathering pipe shall lie less 
than forty (40) cents per barrel, the local or gathering jiipe shall lie considered as 
entitled to a rate equivalent to only one-fourth (J) of the rate which shall lie formed 
by the adilition of the .said through rate to the public rate which the local pijie charges, 


1 lu the transcript of the evidence in Deapoaux v. The Penn.sylvanin Itniiroad Company, submitted 
to the eommtaaion by Mr. Cteorge Rice as Ins Kxhiliit I). thi.s etuiise. reads, “the share due tlirough its 
pipes.” Otherwise the section as there given agrees with this text. 

^Section 7 is given in Mr. lliee’s ExInbit D as follows: “Tlie through rate from the exit point of 
gathering pipe to the seaboard on oil delivered at Milton, as tiereintiefore described, shall be divided 
as follows: Rates to Philadelphia shall txi prorated upon the basis of the all-rail distance from Oleau 
to Philadelphia via Emporium, Milton, and Hsrrisluirg. Kales to New York shall be .so divided that 
the railroad company snail receive tliereou the same as it shall eurrenti v receive on oil to Philadel¬ 
phia, with the current difference from Phiiadclpiiia to New York added. Of the said through rates 
to Baltimore the railrtaid etanpany shali receive the same from Mlllonto Baltimore as It shall at the 
same time receive from Milton to Phlladelpliia on oil destined to the lust-hamed laiiut.” 
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ami one-half (^) of tluMlifferemv ln'tweeti this ono-l'nurtli ami Iho saul imblic rate 
shall l>e considered as <lue and to ])e pai<l hi the; railroad compaiiy, l)ut this difference 
shall never he such as to niah' the local pijx' ree<dve less than ten (10) cents per 
barrel.”’ 

_ The obvious intention of this so-called dan^;erou.s section is hi take from the pijje 
line a certain portion of its charges and give: it to the railroail when the through rate 
is less than 40 cents. 

Keferriiig to Mr. Nowlin’s lignres, the first relates to a rale in excewss of 40 cents, 
and lie certainly <'ould see, if he has eyes, that section S has no reference to such a 
case. The second table of Mr. Nowlin’s lignre.s relates to a rate less than 40 cents, and 
if it referred to carryingoil by pipe line to Milton, or any pointon the through lines, 
and thence by rail to sealMiard, it wouhl come within section 8, but it does not so 
ixder. If the bUiiidard liad oil carrii'd bv rail from Eoxburg or McClalmont, it was 
not affe<‘ted by this agreement; if it had oil <‘arrie<l by pipe line to Milton and thence 
by rail to si'aboard and the total through ratii was Md cents, it paid the railroiwls 
cents and the rail roads adjusted the charges with the jiipe Hue company under sect ion H. 

Further, Mr. Nowlin’s figures nrv based on a total miHreading of section H. This 
inisrt^ading consists in confounding “through rate from exit point of gathering jiipe” 
and th(^ “public rate! which the local pijM^ <’harges.” 

In Mr. iSewlin’s first figure's tln! through rah; from exit point of gathering pipt; is 
48 cents. The jiublic rate which the local pipe line charges is 20 cents. One-fourth 
of tlu! sum <if these rati'S is 17 cents. 

Mr. Nowlin says onc-half of tlie diffcrenci! between this 17 and (i8 cents is the 
ainonnl tin! Standard jiaid to the railway company for freight. The contract iloes not 
say so. It says one-half of the ilifference licdween this 17Cents and the “said public 
rah'” shall be jiaid to the railroad. Ih'lVrring back to se<‘ what “iniblic, rate” has 
been mentioned we find it is “the tmblic rah' which the local pipe charges.” There 
is no other reference to “public rale” in the section. 

Tlie figures whh'h Mr. Newlin injects instead of the “said jiublii' rate” are made 
uj) of the through rate from oxit point «if gathering pipe and th<! juiblic rate which 
the local pip(! line charges, or 08 cents, while “.'^ai<l public rati*” is 20 cents, and onc- 
half of the difference In'tween 17 ami 20 islo. Therefore, if lie had made his tig- 
uri's corri'ctly, he would have shown tluit the Standard only paid 1^ eents per barrel 
freight while others were paying 48 cents, but sueh a riMluelio a«l ab.-siirdiim would 
have defeated Ins ]mrpose. 

I’ursuingthe investigation further, it will he fonml on Mr. Newlin’s theory that 
“one-half of the difference between this one-fourth and the said jinlihe rate” fixed 
the amount the Standard paid for its freight. If tlu! railroad charged others 00 cents 
l>cr harrt'l, thi! Standard would ]iay nothing, but if others jiaid 88 cents per barrel, 
the Standard would pay 8.87^ cents, ami the lower tlu* rales to (ithers the higher to 
the Standanl. 

All this is ahsurd, and tin* ahsurditv consists in tin* misreading and misapplication 
of the section. It has no reference whatever to the freight rates the Standard shall 
pay. They were fixed hy the railroad without discrimination. Wlu'u others paid 
48 cents the Stamlard paid 48 cents, and when others paid 88 ivnts (he Standard paid 
88 cents, hut if tlie oil went jiart <if thi' way 1'* seaboard liy pipe line, under this 
agreement, tlie [litie line was jiaid a jiro rata projiortion for its shari! of the transpor¬ 
tation. To compensate the railroml for a low rate of freight, the jiijie line comjiany 
agreed to take something from the Jiipe rate which the local jiijic line chargeil and 
jiay it to the railroad. This only ajijilied when tin? rati' was K'ss than 40 c('nts, and 
would im;r(*ase as the railroad rate dimmiHheil 1k'1o\v this jioint, hut was “never to 
he such as to make the. local jiijie receive less than 10 cents jicr liarrel.” 

Admit for argument that the Standanl and the jiijie line are essentially the same, 
and what is the result? The Standard received from the railroad comjiany a pro rata 
amount for its share of the transjiorlation by j»ijie line, ami to recompense tlio rail¬ 
way eomjiany for an (‘xceedingly low rate for through freight, agreed to jiay to the 
raiiroacl eompany a |X)rtion of its local jiijie-line earnings. It may liave been a reliate 
to the railroad; it eertainly was not u n'bate to the Standard. 

(.’oming next to tlie agreement of August 22, 1884,'^ which snjierseded the agree¬ 
ment <if May (>, 1881, a ease of jiayment to tlie railroad eonijiany i.s nuieli more 
clearly shown. The pipe lino was then eomjileled to seaboard. It could not have 
reached that jxiiiit without the ixinsent of the railway eomjiany, as no free jiijie-line 
law then existed in the State of New Jeraev. It was still necessary to have a tratlie 
<‘ontra(!t with the railroad and to deliver oil to the railroad at different jxiints on the 


' Thi.s section aiipi'ai’s in the suinr words iti Mr. Rice’s Exhibit P. 

- For the text of this agreement, see ii.iioil. J'or discussion of it, see Mr. Emery, pp.(«3,0f»C,6(>7; Mr. 
Rice. i)p.73«,73y. 
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throngh line, tliat iioint Ix'ing Milton, ll^J hel'ore, for oil destined for Philadelphia. 
In addition to agreeing to pro rata rates for oil earried partly by pipe and jmrtly by 
rail, it was further agreed that if tin; raili-oad eonipiny did not move 26 per cent of 
the oil, th(' Transit (Company .should pay it tin' deficiency. 

Settlements were made with the railroad company, and one of the settlements is 
referred to in Mr. Newlin's letter, that of Septemlier 60,1884, which shows a payment 
to the railroad company for such detlciencv, amounting to $10,722.^2. 

Many such settlement.H were put in evidimee, all of them showing monthly pay¬ 
ments of large amount to the railroad companv. None of these were payments for 
freight, but payments to the railroad eompany for the deticiency in the amount it 
carried as specitied in the agreement. 

Attempting to distort a payment of this kind to the railroad company as a dis¬ 
crimination ill favor of the Standard Oil ('om|)any ceases to beabsiml—it Ls malicious. 

S. C. T. Doni). 

Law (fCO. Tucker Bisphnm. A. H. Wimorstoiii. John Hamploti Bnrnos. Sharswooil Briuton, 

Girard Buildinjr. Broad and (Miestnut .sf reels, l‘bihulelphia. Despeaux r. P. K. H. 

Novkmbkk 29, 1H99. 

8. C. T. Dodb, 

tSfondard Oil ('ompanif, Broathraif^ Xrir y<ni\ 

DeakSik: I Jiot lind Mr. S(*llpr.s in whon I crtlled to-duy, and am now writing 
without consultation with him. 1 will, how<‘vcr, supplement this letter hy any sug¬ 
gestions which Mr. Sellers may have to make. 

Mr. Newlin’s claim, to which you refer, is based not upon any oral testimony given 
at the trial, hut entirely upon his eonstruetiou of the fourth ami eighth paragraphs 
of the agreement of May t>, 1881. This agreement was l)e(w<-en the National Transit 
(’ompany and the railroad comjiany, and it was in our view of the matter simply a 
trattic agreement between two transporting companies. Mr. Newlin’s position, liow- 
ever, wius that the National Transit (’ompany was in reality tin* Standard Oil (dim* 
l)any, which owne<l a large controlling interest in its stock, and his argument is based 
ujxm that assumption, and his contention is that any diminution or abateim'Ht of 
the charges of the milroad coinj^any under this contraid inured to the advantag(^ of 
the Stamiard Oil (’ompany and was to he tn^att^d as if it \n (*re an allowance or rebate 
to the latter companv. 

He arrives at the tigun's which you give in your lott(*r in this manner: 

He considers the fourth and eighth paragraphs in the agreeiiuuit together, and he 
contends that tlie provisions as to through rate contained in the latter jiaragranh, 
when read in connection with tlie former, are ajiplicalile to through rates, whether 
the same are greater or less than 40 cents p(‘r barrel from Foxhiirg to (\imimmipaw’. 
Assuming this to be so, Mr. Newlin’s calculation is as follows: 

The eighth paragrapli provides: 

“Whenever the through rate from the exit point of gathering pipe shall Ije less 
than 40 (‘cnts per barrel, the local or gathering pi}><‘shall he ronsi<lered as entitled to 
a rate equivalent to onlv one-fourth of the raU’i which shall Ik*, formed by the addi¬ 
tion of the said through rate to the public rate which the IcM'al }>ipe charges, and 
one-half of the difference Ix^tween this one-fourth and the said public rate shall he 
considered as due and to lx.< paid to tlx^ lailroad comi)any, but tfii.s difference shall 
m*ver Ix^ such as to make the local pip(‘ nveive less than 10 cents per barrel.” 

The through rate hy rail was 48 cents. 

The ]mblic rate of the local or gathering pijie was 20 cents. 

The cal(.*ulation, tiierefore, would lx* thus: 48 plus 20 e<juals 68; oue-fourth of 68 
equals 17; one-half of 51 equals 25i; 48 minus 25^ equals 22J. 

The alx>ve ^calculation is the basis on wlii(d) Mr. Nowlin’s allegation, in his lettm* 
to Mr. Ki(^e, to which you refer, is hase<l. 

The 19.875 cents per Imrrel is arrived at hy Mr. Nowlin in this way, the calculation 
Ixung at the rate of 83 cents ]H^r barrel from McCalmont to Cornmunipaw on the same 
principle iw above. Thus: 33 plus 20 equals 53; one-fourth of 53 equals 13.25; one- 
half of 39.75 e<nia]s 19.875. 

This is the way in which he get.s his figures showing, as he say.s, that the Standard 
(4il Company was charged that amount only for transportation. 

Jn addition to the obvious replies that the arrangement was a traffic arrangement, 
and that such an agreenient can not he construed as a rebate to a flhipt>er simply 
Ix'cause that ship|x^r happens to he a stockholder, and ev(*n a controlling stockholder, 
in one of the transjxnlation companies, there are other answers based upon the 
language itself of paragraphs 4 and 8. The assumption that the provision in para¬ 
graph 8, when the rate is less than 40 cents, shall lx.* applicable to paragraph 4, which 
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refers to a rate above 40 cents, would seem to las witliout warrant. Moreover, tlie 
“one-half of the difference between this one-fotirtli and tiie said pnbli(- rate” refei-s 
to the difference between the said one-fourth (made u]> of the tlirougli rale by rail 
hi the public rate by local pipe charges) and the rate of local i)iix: charg(;—that 'is, 20 
cents. Ill other words, instead of taking oiu'-half of .if (.see aliove calculation), there 
should lie taken one-half of 3, Ixiiiig 20 less 17, or IJ. 

Whether I am right in this last calculation or not, it is lun'crthclcss true, as I have 
stated above, that there was iio evidence whatever, oral or written, which was intro¬ 
duced at the trial, which justifies Mr. Newliii’s assertion; Imt that assertion restsalto- 
gdhcruiion hisforced construction of the fourth and eighth jiuragraphs of the agreement 
of 1H81, which I liave endeavored to explain. 

If the foregoing is not sufficiently clear to you, hU me know' and T will endeavor to 
make it plain. 

Truly, yours, (Iko. Tcckbr Bispham. 

Attached thereto is the following: 

Paw cflices of <:eo. 'I’lickcr Bi.siihani. .\. 11. Winlorstcen, .Tohn Ilnniplon Barnes, Shtirswooil Brlnlon. 
(iirard Bnildina. Broiiil iinil chestnut.streets. Philadelpllia. Pcstteatix e. P. R. It. 


S. C. T. I toon. Esq., 

v'h' Hivifthmif, A'i'ir York. 


Dkckmbku 0 , 189t>. 


Db.ih . 8111 : 1 have your favor of the .'itli instant. 

After the itlaintiff clostal his cvidenci' a motion for a nonsuit was made and fully 
argnisl hv >Ir. Sclhu-s and myself <in the jiart of the ilefeiidant and by Mr. Newliii 
for the ]ilaintiff. The motion for a nonsuit was granted. Mr. Newlin madea motion 
to lake it off, and this was subsequently argued and tlie motion denied. The non¬ 
suit therefort' stands. Mr. Newlin has taken an appeal to the circuit court of a]ipeals, 
but there has betm some dilliculty about .settling a bill of exceptions. When this is 
linally adjustcil I will ailvisc you. Meanw bile the above will give you the present 
condition of affairs. 

Truly, yours, (iKo. Tcckeu Bispham. 


Q. (By Mr. .Ie.nks.) Have these pipe-line and railway companies changed their 
rales on oil since 18H4?'—-.\. You go back too tar for me. f can say that the rate for 
oil of the I’ennsylvania Railroad Company, both for pi)ic and rail, is the same as it 
was when I came li.i New York nearly ten years ago. 

tj. jV coiiy of lh(‘ contract was furnished by Mr. Archbold, and fixed the dah'S 
pretty definitely ; but yon .say the rates ha\'e not changeil for ten years?—A. For ten 
years. 


“ I'l.E.ISE TURN ,\,NOTlIlJK .SCltKW.” 


Regariling the letter from Chess, (tarley & (to. to .f. M. Culp, general freight agent 
of tin* Louisville and Nashville Railroatl, ,Iune If!, 1881, in which the expression was 
used: “ Please turn another screw.” “ The firm of Chess, Carlcy & Co. was a partner¬ 
ship in which the standard Oil Com)tauy of Itleveland had an interest. This was 
la'fore the formation <if the Standanl Oil Trust, which was fornu'd in 1882, and the 
linn of Chess, Carlcy & Co., as I have testifieil, was a partnership in which Mr. F. 1). 
(.tarley was the resident partner and manager. The Standard (iil (tompany of Ohio 
had an interest in the Chess-Carlcy business, hut altsolutely no control or direction 
of that comitanv's affairs.'* I was in the ottice, and the only laiss we knew was Mr. 
F. I). Carlcy. t should like to refer, in regtiril to Mr. Carley’s control of that biisi- 
neas, to his tcsitimony taken before the Bacon <'onnnittee ill 1888. On page 526 of 
that committee’s report* Mr. Carlcy testified as follows (reading): 

“(j. Were you a memlicr of the firm of Ches.s, Carlcy & Co.?—A. Yes, sir. 

“ Q. At wlmf, time?—A. 'Phrough its whole history. 

“tj. Over what years dom that extend?—A. I do not rcmemlxir exactly, but I 
think .somewhere about 1869 or 1870 we formed that firm. 

“il When did you terminate if?—A. When we formed the Chess-Carley Com¬ 
pany. 

“Q. When waa that?—A. Four or five years ago. I was president of it until its dis¬ 
solution. 

“(J. State whether or not it was dissolved when it sold its property to the Standard 
Oil Company.—A. Yes, sir. 


* See Mr. Emory, p. 667. Compare the case of the Vacuum Oil Comiiaiiy. p. tt-Vf. 

"See Mr. Rice, pp. 704, 705,747,74*. < Fiftieth Congress, first session, House reports, Vol. 9. 
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“Q. Are yon connectpil with the StunilKnl Oil Company?—A. No, sir. 

“Q. You oocnpy no position under it?—A. No, sir. 

“Q. Where did' yon reside diiriiif; (he time yon were a member of the firm of 
Chess, Carley & Co. and the Chess-Carley Company?—A. Ixiuisville, Ky. 

“Q. Had Von charge of that business?—A. A'es, sir; 1 was sole and exclusive man¬ 
ager of the Cliess, Carley & Co. and of the Chess-C’arley Company.” 

The (larty who wrote this letter (and without the knowledge of Mr. Carley) was 
a Mr. Hathaway, who had formerly been in the TiOnisville and ffasliville Railroad 
employ. His explanation of this letter was that when errors oc'curred in the Louis¬ 
ville and Nashville RjtilriKul ofbee there was an expression used, “that the machin¬ 
ery of the office was loose,” and it should lx; corre(dixl or tightened up by turning a 
screw. In the cast; referred to, the shipment of a ear of oil by Rice to Nashville 
was hilled at less than tin' regular tariff rate which other shipwrs were paying, and 
Hathaway simply called tlu'ir attention to the errorand nsetl the expression referred 
to. By reference to ])age 5:t0 in the book of testimony taken liefore the Committee 
on Manufactures, in 1888, it will Ix' .seen that Mr. F. I). Carley testified as follows 
(ri'ading): 

“This much I know alxnit this letter that Hathaway wrote. He would say to me, 
‘Mr. ('arley, there is another carload gone through to Wilkerson,’ or to whoever it 
might be. I said, ‘ 1 do not think it is right on the part of the road. Can not you 
get them to stop it ? I mentioned it to them before. They said it was the fault of 
the clerk; that it was clerical.’ ” 

Now, on page .a?! of the same book, Mr. J. M. Culp, who is the gentleman to 
whom the letter was addre.ssed, and who was general freight agent of the Louisville 
ami Na.shville road, and who is now traffic manager of the Southern Railway here, 
testilied as follows (reading): 

‘ ‘ I desire to say, w ith regard to that letter, or rather with r(;gard to the rate charged 
on the ahi|»ment referred to in that letter, that it was less than the proper rate. It 
was le.sa than any rate that we had with Chess, Carley & Co., or I Ixilieve ever have 
had. It was a fifth-class rate. Our rate on oil from Louisville to Nashville was 
higher than fifth class, and I presume the desire of Chess, (tarley & Co. was to have 
at lea.st as high a rate as was charged on their shipments charged on this. Had that 
letter come to me—had 1 seen the letter—I would have simply understood it that it 
meant that we should reijnirt; our agents to charge at least as high a rate as was 
<'harged on the shipments of Chess, Carley tk Co.”' 

That is the ('xplanation of it, and, in my o|)inion, a very reasonable one. The 
facta are, as Mr. Culp has testified, and as I recollect the (K;cnrrenee, that the rate 
charged on that shipment was less than we wrtrr; paying at that time and less than 
we ever paid, even prior to the interstate commerce law. 

elIE.SS, CARLEY A CO.’s GROCERY STORE. 

Mr. Rice alleges that the Standard Oil Company established grocery stores in the 
South.' This was lx;fore the Standard Oil Company had any control or direction in 
Chess, Carley & Co.’s busin(;ss, as that Imsiiiess was entirely under the control of 
Mr. F. D. Carley. And the establishment of that grocery store, as referred to hy 
Mr. Rice, was during the time of Chess, Carley & Co. 

Q- (By Mr. .Texes.) Such a grocery was established by Chess, Carley & Co. for the 
puri) 08 e alleged by Mr. Rice?—A. There was such a store. 

(). (By Mr. S.myth.) Was there only one?—A. Only one. 

0- (By Mr. .Tenks.) Was it established for the purpose of driving out a competitor 
in the oil husiness?—A. I did not say that. I say that Chess, Carley & Co. estab¬ 
lished that store to sell groceries and oil, the same as there were stores establislied 
s<‘lling oil and groceries. 

(). Did Chess, Carley & Co. have stores elsewhere for the purpose of selling groceries 
and oil?--A. No; it only had that groiiery store. Probably the profits of that were 
not sufficient to justify any extension. 

Q. (Bv Mr. Smvtu.) Where was that store?—-A. Columbus, Mias.; but the Stand¬ 
ard Oil Company had no more to do w ith it than that stenographer. 

Q. (By Senator Kyle.) Have the Standard Oil Company ever indulgcsl in such a 
practice'?—A. It has not, to my knowledge, in any way or at any jtlace. 

Q. Prior to the interstate commerce act or since?—A. Not to my knowledge. 

Q. Have they ever made any threats in that direction through their agents?—A. 
Not to my knowledge.’ 

Q. You do not know, then?—A. I do not. 


‘See pp. 709,710. 
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TANK CARS. 

Rej^rding McDougall declining to build tank cars for Rice on credit,' the Standard 
Oil Company never directly or indirectly had anything; to do with it and never had 
any knowledge of it until it was seen in Mr. Rice’s testimony. 

The (iharge that the Standard Oil Company bought up tank cars from railroads, in 
order to keep them from other shippers,' is positively denied. 

As to railroads owning tank cars,* I would say that the tank car is a special car, 
iiswl for the transportation principally of petroleum, and it would be a burden upon 
the railroads if they were required to invest their ca])ital in tank cars. The owner¬ 
ship of the car would not insure transportation of oil, and if every railroad were 
required to have a sufticient tank-car equipment to do the oil lursineas that at times 
moves over its rails it would mean the building of many more tank cars than the 
Imsiness would require. For instance, say it would require HOO tank car.«, costing 
SiliiO.OOO, to transport oil between Chicago and St. Paul and Minneapolis. There are 
live lines competing for this business, and if each railroad was required to own 200 
(ars there would Ix^ lour times as many tank cars as the business would require. Take 
as another exanqile the McDonald field, which was a producing field and is now. 
.\t one time it produced oil to the extent of 60,000 to 80,0(X) barrels a day- It has 
rmi down now to 5,000 barrels. If the Pennsylvania road and the Lake Erie and 
Western, which are the two railroads which touch that field, had been nsiuired to 
furnish tank cars to move the oil produced in the McDonald field when it was pro¬ 
ducing 60,000 to 80,000 barrels a day those roads would be in rather bad shape with 
their tank ears now, when there is only 5,000 barrels to move from there. A tank 
car is just lik(i a Pullman car; you might just as well require a railroad to own all the 
Pullman cars that are uece.ssary to go over its road as to require the railroad company 
to own all the tajik cars that may at times go over its rails. 

Q. (By Mr. Kunneuv.) Can you state which istln^ cheaper system for the railroads 
to employ in the transportingof oil—the tank car or barrels?—A. 1 would like to say 
now tlie tank car, by all means. But Mr. Ric(‘ referred c,s]xx‘ially to that in his evi¬ 
dence,* and I will touch that later on.* If you will allow me to proceed in the regular 
order of his testimony, I think it is better to go right through it. 

■IMNK ('Alls FAVORED AS AOAIN.ST IIAUKEI.S. 

Mr. Rice alleged great discriminations in favor of the Standard Oil Company as 
against himself for a year or so after the passage of the law.® I would say that he 
refers to the |iublishe(l tariffs of various railroads, that were published and printed 
and open for all on the Louisville and Nashville Railroad and other railroads which 
at that time maile lower rates on oil in lank cars than on oil in carloads in barrels. 
These were published tariffs and (qien to everybody, and Mr. Rice and other ship¬ 
pers ship|)ed in tank cars as well as the .Standard Oil Companv, and the Standard Oil 
t'onqiany shippeil oil in barrels in carloads the .same as Mr. Rice and other shippers. 
It was simply a tariff rate in which the railroads made a diffei'euce between the tank- 
car rate and the barrel box-car rate, and it was open to all; there was no discrimina¬ 
tion between parties at all. It Avas a discrimination, or difference rather, between 
two modes of shipment. 

(j. (By Mr. Jenks.) At that time had there been any ruling upon the relative rates 
for tank cars and barrel shipments by the Interstate Commerce Commission?—A. 
There had not been; but in 1888 .Itidge Cooley, of the Interstate Commerce Commi.s- 
sion, ordered that the rates per hundred pounds on oil in tank <‘ars as well as on oil 
in barrels in carlmuls, including the weight of the barrels, should be niade the i«me, 
anil the railroads adjusted their tariffs according to that, and the tariffs remain on 
that basis to-day. 

Q. At the time Mr. Rici' claims he was discriminated against in this way was he, 
as a matter of fact, shipping oil in tank cars?—A. He had a few tank cars, and other 
oil shippeis bail tank lairs; and as tar as the higher rales on oil in barrels are con- 
cianed, the Standard Oil Company was shipping more in barrels than all the others 
put together. 

tj. ilow about the relative amounts in barrels and in tank cars shi]qx'd at that 
lime ovi'r these rotwls?—A. At that time I would say that, as I recall the evidence 
w'hich was given at that time in this book, our carload shipments were in excess of 
our tank-car shipmenta. 

tf. Your barrel shipments?— A. Onr barrel shipineids were in excess of our tank- 
car shipments. 


'Sceiip. 7tl, 712.. 
= Sev p. 712. 


A.Scc p, 712. 

ASru pp. 71(1,717. 


I'Scc pp. 7l>7,7119. 
'‘SCO p}J. 714.715. 
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Q. Ovi'i- those roads on which you said thn diBcriniiiiations were made?—A. Over 
tlioM^ roads the shii)ments—prior to thowt shinmeiihs tile rates were made on barreled 
oil anil tank cars; tlie tariffs were published, and they simply pursued that same 
system of inakirif' rates, and it was open to everybody that had both methods of 
sbipnient. 

Q. And other shippers than the Standard Oil Company ha<f both modes of ship¬ 
ment which they were using:?—A. Absolutely. 

■‘oC'IWOE” ok ()2 O.M.LONS O.S T,4.N’K-(MK SHIPMENTS. 

Mr. Rice refers to outage of 02 gallons and then 42 gallons which was made on all 
tank-car shiiiments.' This was an allowance for the average loss between the full 
shell capacity of the tank car, which tank car was loaded at the .loading point, and 
the amount that was taken by actual measurement to he receives! in the tank car at 
destination. This allowance was made to all tank-car shippers alike and was reason¬ 
able, as the actual lo.ss was in excess of the allowance. The allowance, however, 
was dfscontinued in the summer of 1892 and has never been reinstated. The prin¬ 
ciple of that allowance was sim]ily that the railroad ought not to charge on aijuantil y 
greater than it delivered, and as the actual result and exiierience had shown Unit 
there was a loss between the amount of oil i>ut into the tank car at the refinery and 
the amount delivered at ttu‘ ))oint of destination, an allowance was male, which was 
very small, at that time tl2 gallons, and at another time 42 gallons; but this, as I say, 
since 1892 has lieen done away with completely. 

hXIT.M.rTEn .VVUK.MIK WUIIUIT OK PETKOI.EI'M I'RODl'Crs. 

Mr. Rice refers to the relative charge made by railroads ladwcen oil in tank cars 
and oil in barrels in carloads.' The railroals receive a very much larger jiercentage 
of live weight on oil in lank cars than on oil in barnds. Railroads (diarge and col- 
htct freight on tank-car shipments at full shell caiiacity of the tank car, no matter 
whether that tank car is loaded to its full capacity or not. The average capacity of 
the Union Tank Line Company's cars to-day is 140 barrels, and it is on that basis 
that the railroads charge and collect their freight. 

(1. (By Mr. B.mytii.) You do not weigh the cai-s?—.\. The weight of the petm- 
leum in tank cam is taken on the basis of the full shell capacity of the tank, 
based on an average weight of (i.4 iiounds to the gallon.' The reason tor that is 
that some prcMiuct.s of iHdroleum, such as naphtha, weigh from 6) to ])onnds to 
the gallon; refined oil weighs (it; lubricating oil weighs from 7.| to 7J jxumds to 
the gallon; and the average weight of fi.4 pounds represents the actual average 
weight of the various products of iietroleiim as they ari^ niaimfactnred and as 
they are shipped throughout the United States: and the reason the railroails haw 
made such a rule is to prevent misrepresentation and the cost that would be involved 
in weighing every tank car. You can see that it would !«■ a very difficult matter for 
a railroad to get the actual weight of tank-car shipments, because those tank cars an' 
first loaded at the refinery and not in the i-.plroad yani, as ordinary freight is, and 
then pullerl out by the railroad. They could oidy weigh, therefore, the full tank car 
with the weight of the car ad<h‘d to it, and that car is probablv destined to some 
fsiint away beyond that railroail that receives it on its rails. So tlie custom has been 
evi'r since I have had any knowledge of the biisine.ss to have oni' averagi' weight 
which applies to all produiUs alike and a|iplies to all shipments alike. 

Q. The average is both as to weight anil capacity? —.A. No; the average is as to 
w eight. The capacity of the tank car varies, and the capacity is shown bv the various 
tank-car owners to the railroads, and they publish it at large to the worlil in the form 
of this tank-gauge handbook, which show s the actual nmidier, owner, and capacity of 
every tank car that is used over the various lines in the United States to-day. 

th (By Senator Kyle.) And the average charge is, as you state, fi.4 pounds to the 
gallon?—A. To the gallon. 

Q. For the full tank capacity?—A. Full shell ca])acity of the car. 

Q. (By Mr. Smyth.) Do all the large refining concerns own tank cars?—A. Very 
largely. I will show you the tank-car ownership in the Uniteil States in a few 
moments. The same rule apjilies, 1 might sav, where oil is ship[)ed in barrels. There 
is an average weight of 400 pounds ap|)lieil to the various products of petroleum. 
Some weigh less and some more, hut 400 iiounds is the accepted weight on railroads 
on all petroleum products. 


'See pp. 7ir,,7i7. 


1 See p. 716. 


3See Mr. Rice,pp.731,732. 
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TANK CARS RETURNKJ) FREE. 

Q. (By Mr. Clarkb.) Those wlihih you have referred to are for freight one way, 

I supwse?—A. The freight rate is charged, of couree, only on the freight that is 
hauled. 

Q. (By Mr. Smyth.) Does tlie cur come biKtk empty?—A. The car comes hack 
empty; the tank car as well as the box car, very larg(My, simply l>ecause the box car 
wlien loaded with oil is unfit for use for snniiry merchandis<‘. You will find that 
(W'(^ry large oil-carrying railroad in the United State.s ha.s the box c^rs inarke<l “oil,” 
meaning that they can be used only for oil. I do not mean to say they are never 
iLSisl for any other freight, but they are set asidt^ for that purpose. 

Q. (By Senator Kyle.) Is there any charge for these return tank.s?—A. No charge. 

i}. Has there ever Ix'en a charge for return tanks?—A. No, sir; not in my 
n'colhHttion. 

Q. Have they evm' cliargisl the independ<*nt coinpanle.s outside of the Staiulard 
Oil Ounpany for the return of these tank.«?—A. No, sir. They (diai^e Uie Standard 
Oil Company the same rate. I mean to say that sin<‘(‘ tlu^ jiassage of the interstate- 
commerce law there has been no cluirge on tin* return of what is known as regular 
tank ears, the cylinder tank car, within the Unitt'd Stati's, excepting to one section.* 

Q. (By Mr. S.mytti.) There is no freight chargcil on enudy coal cars, is there?— 
A. No, sir. 

AOVANTAOES OF TA.VK CARS. 

I digress from this question as t<* tlie relative charge. I have state<l that the average 
(•apacity of the Union Tank IJne car to-<lay is 1-IU barrels. The minimum weiglit 
reijuircd by railroads in the slu[)ment of oil in barnds is IK) barrels, and not 1 per 
cent of tb(M’arloads of oil in liarrels in the United States run over GO barrels, from 
the fact that cvim loading GO barrels in an ordinary box car requires putting them up 
on top of the lower tier. This is an e.xpensc* to the owner and to the railroad, and it 
also causes leakage from the rolling of tlie barrels on top. The result is that carloads 
of oil ship[)ed in barrels in box cars average GO barnds as against the average capacity 
of tank cars of 140 barrels. Therefore one tank car bolds Iwici^ as iiuicli as a box 
car when loaiied wiUi oil, and the railroads receive their pay acconlingly. 

Ittaki'H lesfl cars? Necessarily. It means one car instead of two for the 
same freight. It means carrying two cars for one; all expense of liandling, and the 
cost of (wo cars. 

il. (By Senator Kyia:.) .\nd the cxpensiMif unloading is k^ss?—A. Yes; in the 
tank car. It is iiiiiv<‘iKilly Ioa<lc<l by the shipper ami unloaded by the consigns. 
In the box car it is gcncraliy loaiK'd by the shijiper and very often unloaded by the 
railroa<l in their depot.- The tank car never is. 

Q- (By Mr. Jknk.s.) Is tin? freight rah; tlic sani(‘ |><*r liarrcl, whether in l)arrelH or 
in tank ears?—A. It is th(‘ same rate per IIM) pounds. In barrels the weight of the 
barreds is cbarg(3d for. 

So, when shipped in liarrels freight is cliarg(‘«l on 400 pounds?—A. Yes. 

Q. When in tank cars it is 000 pounds for the saim^ ainoniit of oil?—A. Yes. 

(b That makes shipping by tank (dieaper than by barrel?—A. Absolutely; but the 
barod is an artich^ of luendiandise. When the oil is sohl in barrels, the value of 
that barrel is ad(Ie<l to it. Tlien^ is m^ ground why the railroad should, on an artiele 
of inendiandi.se, whiidi Ihe barrel is, receive no jiay for the shipment. Admitting 
the pay on tlie widglit of the barrel, the railroad then (Uily gets half as much rev¬ 
enue on the oil in barrels as oii tank cars of oil. 

TARIFFS NOT MADE I I’ AT NO. 2G RUOADWAV. 

Mr. Kice idiargcs that railroad tariffs were iasued from No. 2(i Broadway.'^ I deny 
positividy that we have I’ver nuule or promulgateil any railroad tariff by any Standard 
< >il (’onipany Interest, and I am positive that no ntilroad tariff Avasever promulgateil 
t'.v any Standard Oil Company lntere.s(. 

Mr. Biiiiaai’s. 1 will a.'^k Colonel Clarke to take the chair, us I expect to ask sonu^ 
questioiiH in a short time. I shall be obligcni to you, iVdomd, if you will take the 
chair. 

Q. (By Mr. Jrnks.) Yon say that no oiltariff has been made or proiinilgateil by 
any of the Standard Oil ('oinpanies. I sunpose when that statement was made it 
was not intended to Ix^ taken literally. VVoiild yougo so far as to say that the 
•Standard Oil Company, or the Standard Oil otlicials, did not reason witli railroad 


-Sec |>. 717. 
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officials in order to get them to agree upon what tliey considered to be a fair and 
just rate of freight on oil?—A. I certainly do not wish to be understood that myrelf 
or possibly others of our representatives nave not seen railroads in regard to toiffs 
on the shipments. We do have intercourse with railroad officials, as every lar^ 

shipper probably does, but that we have ever issued- Mr. Rice’s intent certainly 

was to give the idea that we simply named a rate and sent it to the railroads to 
accept. It is not true. 

R.4TES NOT .\KIIANUKD TO FAVOR STANDARD Oil, SHIPPINO POINTS. 

Q. Is it a fact, as has been frequently stated, that over lines of railroad where the 
Standard OilCompanv has very large shipments the rates on oil afe frequently made, 
relatively speaking, lower than over other roads w'here the business rivals of the 
Standard Oil Company have large sliipments and where the Standard Oil Company’s 
interests are relatively small, and that this difference in rates to the advantage of the 
Standard Oil Company is brought about by the influence of the Standard C)il Com- 
))any officials?—A. That is absolutely not true, sir. In the lii-st place I do not know 
any railroad on which competitors of the Standard Oil (Company shij) that we do 
not ship on ourselves: and the oil rates of the United States from the various oil ship¬ 
ping points are on a basis. In other words, the same rates apply from all of the 
Pennsylvania oil fields, both East and West, and the same is true of the hima field; 
and while we may not In; located at the very point some conqxititor is, he has the 
same rate from his shipping jHiint in that field that we have from our shipping point 
in the same field. 

Q. Your main distributing points are, I .suppose, ordinarily different from those of 
your chief competitors. Would you 1 h> able to secure rates from your main distrib¬ 
uting points which would affect your business favorably and not affect your rivals in 
the same way? Is'that freiiucntly true? ‘—A. 1 do not think it is, sir. 1 can only say 
that we get exactly the same rate from the same point and to the same point that 
every other shipper pays from and to that point. 

STANDARD .MEN CONNEITED WriTI RAII,ROADS DO NOT OET SI'ECIAI. RATES FOR THE 

STANDARD. 

Q. (By Mr. Kennedy.) Are the Standard Oil Company officials or slockholdei's 
ever in a position, as railroad officials, when they can give favors to the Standard 
Oil Company in its shipnieut.s?—A. I am glad you asked that ([uestiou, sir. 1 do not 
think it, but I know'. Mr. Rice wishes to give that impre.ssion,'' and I can say in 
reply that since I have had any knowledge of railroad rates on the Standard Oil 
Company’s business, no official of tla^ Standanl Oil Company who is connected with 
railroad.s has ever made a rate or arrangement for the Standard (.)il Company, nor 
have any of those gentlemen who an: connected and have interests with railroads 
ever asked me to give any undue or unrea.sonable, or in fact any, share of the Stand¬ 
ard Oil Company busincfts over such a railroad. In other words, the Standard Oil 
Company’s business stands on its own merits; and as I before said, none of these gen¬ 
tlemen who may or may not have inU'rests in thesis various rail roads have.ever made 
a rate or maile an arrangement for Standard Oil Company business. That Viusiness 
is (lone by me, or by the proix;r party in whose territory or district the question 
may arise. 

Q. Should j'ou be sure to know whether that wa-s so or not?—A. I should know. 
If any of the gentlemen w ho have large railroad interests, as alleged, made a tariff 
or arrangement with a railroad for our business, I certainly should know of it. I 
should be advised of it, as I am the proper department that has a recorii of those 
rates, and should have to knowy necessarily. 

Q. (By Mr. Smyth.) Do we understand that .shipments of the Standard Oil 
Company have not been influenced toward c(‘rtain lines by the tact that the officers 
of the Standard Oil Company were reputed to be large ownei's of the 8t(x:k in those 
lines?—A. In no way, sir; and you can readily sis; that if the Standard Oil Com¬ 
pany’s business was run on the basis of favoring the iiiiiividual interests iif the differ¬ 
ent stockholders of the Standard Oil Company, the company’s busine.ss itself would 
necessarily suffer. 

Q. (By Mr. A. L. Harris.) Iti.s trui' that officers of the Standard Oil Company 
have offices in different railroads?—A. It is true that Mr. William Rockefeller, for 


I Sec Mr. Westgate, pp. :t7;i-;!7'J; Mr. Oall. pii. OT.'Mi"", CiSC-iw.",. See iilsci Ihc te.stlrooiiyot Mr. W. M. Kid¬ 
der and Mr. George L. Winlock, pp. 772-775. footnote. 

2Seep. 727. 
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instance, is a director in some of the railroads. Ho probably also is a bondholder in 
the Unitcfl States, but there is no connection between such interests and tlie inter¬ 
ests of the Standard Oil Company, or the business of the Standard Oil Company. 

ALLEOED TANK-CAR DISCRIMINATIONS. 

Q. (By Mr. Clarke.) We will proeetnl. 

The Witness. Mr. Kiec refei-s to a rule of the Southwestern bureau in regard to 
charging on tlu^ \veight of a tank, when (hat tank is intended for storage, at the same 
nito as on the oil eonhiined in the tank.^ If, as liice alleges, the Standard Oil Coin- 
j)any own.s nearly all the substations of the country, thi.s rule is hard on the Stand¬ 
ard Oil Company. If the railroads wislml to discriminate in favor of the Staiidaixl 
Oil (Company, tlu'y w<ail<l curry the weight of the tank fre(^ the same as they do the 
ivgular tank car. I )o you understand? Hiu-e is a tank that i.s intende<l to Ixi used 
as a storage tank at s<jme substation. It is loaded with oil and sent to tliat station. 
The railroad ruh' leh^rred to charges tlu^ same rate per hundr(*d pouiuls on the weight 
(if the tank as on the oil.contained in the tank. Now, ordinarily on the tank car 
there is no charge for the weight of the tank. If they wanted to favor u.s, all 
they would liav(* 1o do would be to treat that tank containing the oil as tliey do the 
ordinary tank car. 

Q. (By Ml’. Phillips.) Tliere is one (piestion i want to ask. That i.s in regard to 
siiipping oil by barrel and by tank car. Has it not been testified that it is much 
more dangerous to ship oil in tank cars than in barrels, in case of (-olli.^ion and tire?^— 
A. It may hav(‘ been so te.stifie<l, sir. Different men have their different opinions; 
but (he answer to that is that the tank car is growing in favor, not only in the ship¬ 
ping of petroleum, but in shipping all other liquid jinxliads, which are open to the 
saiiH' olijection. 1. think the (ronomy in shipping in tank cars over shijiping in 
iiarrcl.'^, which is lieing shown by the enormous growtli in the use of tank cam for a 
great many !i(|ui<ls, proves that'tlie tank car is a better metlioil for shipping. And 
iIh; (Vntnil Freight Association rule to which he refers is entirely proper, as it is 
iiiteii(U‘<l to ]irevent the unloading of bulk ])etroleum in railroad yards or depots 
without proper facilities, as smdi unloading would inerea.'^e the danger of loss by 
lire. Th(‘ rule simjily means that tliev will not allow a tank ear to be hehl in the 
depot or in (he yard of a railroad to be unloaded by improper means into a tank 
wagon or into iianxds, as leakage or accident might result, to (fu^ large loss of the 
>^iirroimding ju-operty, and they simplv recpiire that pre^per facilities should be at 
tli(‘ p<iint wliere (be tank car is shipped to.’ 

The Soulliern Facific tariff: The rule referre<l to* was .submitte<l tr the Inter-state 
Commerce ( ommission, who did not order it stopjied when they deeided the trans- 
(•(•Mfinental ease of 1890. 

(Hv Mr. .Ie.vks.) Will you be kind enough to state the rule?—A. That nile was 
simply ilu? rule by which' the transcontinenlal lines ehargi^d for returning the 
l•ylillder ear, and di<l not (diarge for returning what is known rus the box-tank ear. 
The hox-lank ear is a ear which has a tank in each end and loading space Ixitween. 
There are other shippem b(‘side.s the Standard Oil Company that ship and own these 
cars, and the Stan<lard Oil Company s[ii]i botli these earn and cylinder cars to the 
transcontinental points and they pay exactly the same rates on iwliiider cars as other 
sliippers and g<‘t (heir liox cars returned free the same a.^ other shippers. 

tempokahv hedcition for the i’Uofit of the standard. 

R(‘garding alleged eorrespomhiice from the fitaiidard ()ii (Atnqiany’s San Francisco 
"llicc,-’ 1 know nothing about tliis correspondence ami can not verify it. It would 
b(‘ fair to say, however, (hat J havt‘ full knowledge on all rates paid in California, 
and I can say positively wo pay the tariff rates in force at tlie time of shijmients, 
wlnwever madt*; Mr. Kice’s charge tluwe was that the mte.s were putupatone siuson 
and put down at another from t'hieago and otlier Eastern points to the transconti- 
ni'iital point.L 1 can say, and the Int(*rstate Cominen^e Commission ('an affirm, that 
lim rat(‘s on petroleum and its (iroducts from (’hicago ami other Ka«tern points to 
California and other tran.scontinental points have not been ehangeil since March 2, 
1891. The rates have absolutely been the same for nearly nine years. 

“cOMMIS-SIONs” ON FREUiUT. 

Regarding oommissions on freight business, and charges that the Standard Oil Oom- 
('imy make their own coininission:* It is aiisolutoly false, ami 1 state unqualifiedly 
that the Standard Oil Company has nevtT received, either diixictly or indirectly, a 

CSt-e P.71H. 

i>p.;i77,37K: Mr. Kiev, pp. 716,717. 
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roiiinuMsioii from any niilrosul in any form since the passage of the interstate-corn- 
meree law. 

(J. {By Mr. Piiiliji’s.) Slionlil you he in a j>osition to know absolutely if itreceivcd 
any?—.\. I sliouki, sir. 

cy In regard to all railroads and all transportation?—A. I should, sir. 

.\nd in regard to divisions and local freights in certain sections, and so on, 
wonid it bar others tlian the Stamlard Oil (-ompany from entering tliose sections? 
You would he in jiosition to know all about that, should you, eitlier directly or indi¬ 
rectly’.'--A. 1 ilid not catch the last jmrt of your question. 1 should know if the 
Standard Oil ('onqiany r«‘ceived any henelits througliout the United States, and 1 
would iiiii]ualilic<lly say they have not. 

AS TO I.OI’AL aATKS I'AVoaAlU.E TO Til 10 STAND,\^U). 

th 1 think it has been tostitled Ind’ore this commission that, in certain sections of 
the country, while they may have* a through rate of freight uj) to a certain division 
of the United States, local rales are made so that indepemlent retiiiers can not enter 
those portions, ami in tliat way, indirectly, the Standard Oil (kanpany has an 
advantage, which wmild h(‘similar, and perha])s superior, ton rebate or a drawback?— 
A. If you mean, sir, In i'anse we hav(“ retineries at the Atlantic scalx>ard to supjdy 
•New Knglaml and at (’liii ago to supply the West, as compan'd with the man who 
lias Ids refinery in the oil n'gions amt tries to supply both the West ami New Faig- 
laml, 1 admit we have advantages; hut I say we pay tlie same rate of freight from 
the .'^ame slopping point to the same destination as evtTV other shipper doea.^ 

(h ‘Uid there are no local rates, as far as your knowh'dge goc's, that would inter¬ 
fere witli th(‘ independents entering that sulxlivision?—A. Whatever the loeal rate 
is from any point to any jioint Ave }»ay the same as any other sldiqier pays from that 
jKiint to that jioint. 

Mr. (’i.AaKi:. Yon may pnx^eed. 


];K( KIVKUS COWICN AND MCimAV’s I.I-m'KU. 

Tmr Witness. In rcgarl to the lett(‘r from lieceivers(\)wenand Murray to the Infer' 
state Commeivi'Uoinniission, in whiidi they mlmit jiaying ndiates sinci* tlie juissage 
of the intATstate-coiiimiTcc law,- ami whicli Mr. Kici* assumed means ]>aying us large 
ndiates, 1 woiiM say positively that since the passage of tlu* interstate-eomnieri'e law 
the Haltiinoie ami (»iio Hailroad has not paid us one <lollar in rebates, or in any way 
nuuic any concession from their tariff rates. Mr. Arehhold tileil witli this commis¬ 
sion a h'tter from the Ilaltimori* and Ohio Hailroail date<l August 21, 18PP, contirming 
this statement. 

Ih (fly Mr. Kennedy.) Would you say that an inspeOion of the hooks of the 
Haltiinnre and Ohio Railroad Company would not show that n'hates or discrimina¬ 
tions or commissions or anything of the kind had been ]>aid to the Standard Oil 
Company sim’o tin* ])assage of the interstate-coinmeree law?—A. 1 would; abso¬ 
lutely, sir. 

(l>y Mr. Smyth.) You know Mr. Rice stated that rebates were not j>aid, hut 
that commissions wen* givi'ii to ])ersons to seeuri the l)usin(‘SH of the Standard Oil 
Company and others? You deny tliat?“A. Ureviously I diaiii'd that wc recdveil 
commissions in any form from any railroads. That applies particularly to tin; Balti¬ 
more and Ohio, and any other railroa<l you wish to point out. 

CNDEKRIEEINO OF TANK OAKS. 

Regarding allegiMl undorweighing of tank-car shipments (roin Bo.ston to Newport, 
R. 1.; For nibst of the vears iH!M) and hW wc wen* making occasional Hhi)nnenls ol 
naphtha in tank cars from Boston to the Newport (las Coinjiaiiy. The shipments 
altogetlu'v amounted to some lifteeii or twenty tank cars ilurilig the entire jx*riod. 
On thn'c or four of tlu^ i-am the New York, New Haven and Hartford Railroad, 
through clerical error, liilled these cars at less than their actual weiglit. Tin’s 
nisulted in an und(‘rcharge. As soon as it was dis(MV(T(*d, the balance due was pai<l- 

The railroails transporting these shipments, as wc‘ll as all railroads of the Unite<l 
States, had tln^ aOnal capacity of all these cars, and the. error occurred through ii" 
fault of the Standanl Oil Company. 

T shall liand as an (ixldhit Tank Oaugo Ihjok No. 4, which is the fourth book wliich 
has Ixicn published by the Central Freight Association, giving the ca|)acity of all 


*Scf I*. TiTS, fiMiiiiotu ]. 
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tank care of the Union Tank Line Company. Tho eaniepublication has Ix^n in the 
hands of the railro^s for the past ten or fifteen years.’ TTiis book contains the num¬ 
ber and the capacity of tlie tank cars referred to by Mr. Rice. We furnished this 
information to the railroacls, and we submit that it is not likely that, bavini: fur¬ 
nished the actual capacity of tlie cars to the railroads, we w'oiild to thcsi? same 
railroads on interstate shipments an<l showa less rate, because it would simply mean 
that we would know that we were violating the law and furnishing evi<lence to prove 
that wo had. 

The Interstahi Commerce Commission, through Commissioner Prouty, invo.stigate<l 
tins charge at Boston, March 12, 1898, and after the investigation dropped it, as it 
w'HH clearly shown hy testimony taken there that the ini.^takes were simply clerical 
errors. 1 wish to offer a sworn stahuTient of Vice-President Hall (now jU'csident) of 
the New York, New' Haven and Hartford Railroad, which was given m answ(*r to 
the request of the Interstate Commerce Commission in regard to this very matter, 
in wliich he gives the detail of the shipments for the two years. I read*from his 
answer that the mistakes occurred “ through error of this (raili'oad) company’s agent 
and without misrepresentation or fault on the part of tlus sbipjKT.” ■' 


' As (o the actual use of this book in oortain rHilroinl otllrt's. .so<’ Iho teslinjuny of Mr. W. M. Klihlcr 
Mr. (Jeorge L. K<!yes, and Mr. Cieorge L. Winlock. pp, 77‘J-77r>, fojtlnole. 

2The copy of Mr. Hall’s stateraent snhmiUed to the (.’omiiiission is h.s follow.s: 

[The New York, N(Ov Haven aiul Hartford Railroad Coujpfmy, ITcsidenf.s Offioe ] 

New Haven, Conn., Jmnnirti jft , IH ' JS . 

Ttie Ifonoratde Interstate Commerce Commission, 

] i '< liihiiit ; lon , I ). ('. 

(Jf.nti.kmen: In Iho matter of alleged irregularities in the transporlation of petrolonm and iis prod¬ 
ucts from Ka.‘^t Boston. Ma.'w., to Newport. H. J (docket No. .')2!i),aml in obedience to the order of vonr 
bminl made .laniiary 11,18'J8, thi.s company nmkc.s answer to IIk; im|Ulries contaim‘<l iit Mild order as 
follows; 

1. There are, and .siiu'O April (>, 189(1, then* havi* her^n, no joint through rates or arTangemonfs for 
tlirongli wayirilling between the New York, New Haven mid Hartford Railroad Compajjy and (h(‘ 
Boston and Albany Railroarl Coniiiaiiv from Kast Boston, Mass., to Nowif^ort, H. 1. All .--hipmcnls of 
pctroh'iim and it.s products since .said 'last-mentioned date have liccn subject to the local rates of tin; 
rcs[)cctive conipaiiies. 

2. Bef\v<-en April 0,1890, and December ], 1897. there were the following shir'menl.s of pi troletim 
and its pnalncts from Kast Boston to Newport l»y way of the Boston ami Albany Ibiilroad and tin* rail¬ 
road of thi.s com(>any. to wit: 

(rt) On the 18tn day of Juin*. 1890. this company received from the Boston and .Albany Railroad 
Company at Boston three t’.T.L.cars, Nos. 7010, 8209, and 1229. con.sigricrl to the Newport tJa.slight 
Company, containing naphtha, weight 72,000 i>onnds. which this eonipany rebille<l from Boston to 
Newport »rt Us rate (d 10 cents per 100 pouinl.s; total <-harges. $72. Said weiglit wns that gixcii in the 
wayhill of tln^ Boston ami Albany Railroad Company a.sdclivered to this company, and aervptcd 
through error of this company’s tig(‘nt and without any mi-sreprcsentalion or fault on the inrtnf the 
sliip[)er. It wassnhsequently found that the weight should have been 112,180 pounds .ind n corree- 
ttdii thereof wa.s made. Its charge of 10 cents per 100 i)Oinids on tho dilTereiiee, amounting to $7112, 
was <'olle<-led. 

(h) On the 28th day of Jnlv, 1890. thi.s eompnnv received from the Boston and Albany Railroad Com¬ 
pany at Boston two ll.T. L.nirs, Nos. 1205 and 7915, consigned to the Newport (iasliglu Company, eoii- 
laining naphtha, weight 101 ,520 pounds, which this company rebillcd from Boston to Newport at it.s 
rai(‘ of 10 cents )ier 100 pounds; total charge, $101..52. 

(r) On the 2d day of September, 18%. this company received from the Boston and Albany Railroad 
Company one U.T. L. car, No. i:{22, consigned to the Newport i.htsligbt Company, cmUaiidng oil. weight 
5ti,;?0(l pounds, which (his company rebille<l from Boston to Newport at its rate of 10 r ents per 100 
pounds; total charge, fr'HI.i-W. , , . ^ 

(d) On the 2d day of .September, 1896, this company re< civcd from (he Boson and Albany Kaihoad 
Company at Boston one (l. T. L. car, No. 2059, consigned to the Nr‘\vp<»rt (ia.slighi (A mi pan y, containing 
nafihthn, wcigii 160,190 potinds. Thi.s was by some error robilled from Boston to Newport at the rate 
of M cents per lOOpomuis: total charges, $70,26. It brdng siibsequonlly lonml that upon ibiR-'Iiinirent 
tiien? was an overcharge, It was thereafter adjusted to the |>ri>per rate of 10 1 enl.s i-er B O jiuumb and 
Itu! excess rcfnmlcd. , ,, „ . 

(r) On the IGth day of October, 1896. this company rccoivcNl from Ihe Boston ;ind .Mbany hai'ioad 
Company at Boston (wo tl.T.L.cars, Nos. 1.631 and 7802, consigned to the Newport Gaslight Company, 
containiiig oil, weight 89,170 pounds, which this company rebilled from Boston to Newport at Us rule 
of 10cents perlOO pounds: total charge, $89.17. , ^ ^ i 

{/) On the 19th day of October, 1896, (Ids company received fnmi tho Bo.'^ton and Albany Railroaft 
(’ompany at Bo.slon one U. T. L. car. No. 8369, consigned to the Newp4.rt Gaslight ('ernpaiiy, < ontain 
ing naphtha, weight 42,190pt)und.s, which this company rebille<l from Beslon to Newport atitsrateot 
B'centspcr 100 pounds; total charges, $42.19. ,, , ., , 

h/) On the lOtn day of February, 1897, this company received from the Boston and Albany Railroad 
Company at Boston two U. T. L. cars, Nos. 1229 and 7926, consigiK'd lo tlio Newport Ga'-light i bni- 
paiiy, containing naphtha, weight 48.000 pounds, which ihis company robilled fiom Boston n* New- 
j'ort at Its rate of 10 cents per lOOpoundp, total enurges. $48. Said wciglit wa.'; Unit given in the way¬ 
bill of tho Boston and Albany Railroad Company as ilelivercd to this company and acce|>ted through 
error of this comT)any’.s agent and without any misrepresentation or fatilt on the part of ine snipper. 
It was subsequently found that the wciglit .should have been 101,612 pounds. 

ihscharg ' ' • ... 


was made. Its charge of JO cents per 100 pounds on the difference,amoiinling lo wascollci lcd 
(/d On the.l9lh day of May, 1897, this conqiany received from the Boston 


Company at Boston two U. T. L. cars. Nos. 791.'> and 1286, consigned to the Newport Oaslightt ompany, 
containing naphtha, weight 48,000 pound.s, which this company rebillcd from Boston toNciyportaUw 
rale of 10 oenfs per 100 imiinds: total charges, $18. .Said weight was that given In t he waybill of the 
Boston and Albany Kailroad Company as delivered to this comiwiny and accepted through error oi 
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I refer now particularly to the two cara which Mr. Rico refers to; two cars con¬ 
taining 100,08f> pounds which were carried at 48,000 pounds.^ 

Q. (By Mr. Jenks.) Was this the same case inv(‘stigated by Mr. Proiity?—A. Yes. 
Vice*rresidont Hall, who now is president of the New Haven Road, says this in his 
sworn answer: “ (h) On the 10th day of May, 1897, this company received from the 
.Rostoi\ and Albany Railroad (’omj)any at Boston two U. T. L. cars, Nos. 7915 and 
1286, (‘onsigned to the Newport Giuslight Company, containing nat)htha, weight 
48,0tX) [M.mnds, whi<.'h this company rebilled from Tioston to Newport at its rate of 10 
cents per 100 pounds; total charges, |48. Said weight was that given in the 
waybill of the Boston and Albany Railroad Company as dtdivered to this company 
and acct'pted through error of this C()mi>any’s agcuit and witiuuit any misrepresenta¬ 
tion or fault on the part of the shij^per. It was subsecpKuitly found that the weight 
sliould have iK^en l(Xl,98t) pounds, and correction thereof wasina<W. Its charge of 10 
cent.s per 1(X) pounds on the <lirference, amounting to |v52.98, was collected.” 

I also offer in connection with that casi^ the testimony taken before Comnussioner 
Pronty at the hearing in Boston March 12, 1898, and 1 would like to read from Mr. 
Winlock’s testimony at tliat time.^ Mr. Winlock was general agent of the New 


this rnmpany’.s agent anil without any misrepresentation or fault on the part of the shipper. It was 
sultseuiiently found Hint the weight should hnve been UK).98n pounds, and eorroctioii Ihereof was 
made. Its (’harge of l(i eeiits ]H‘r 100 pounds on the ilifTerence, ainouiUing to $.^2.0S, was eolleeted. 

(/) On the 'i^d day of July, IH'JT. Uiis eumpaiiy received from the llosUm and Albany KailroaxI Oora- 
pany at Boston two*!’. T. 1.' ears. Nos. V 2 .H(; ainl/all. eousigned tothe Newport (las (’oinpaiiy, eoiitain- 
ing ()il, weight 100,MO pounds, w liieh this eompaiiy rebiUed from Bo.stou to Newport at its rale of 10 
eent.s per 10() pounds; total charge, SIOO.-M. 

:i. Annexed hereto are eo[)ies of the original waybills and Boston and Albany Hailroad vouchors 
connected with each of Hu* above-speeitied shipiueiUs. 

All of which is respectfully submitted. 

The New York, New Haves and HAKiFonn Raii.boaii Company, 
By John M. Hall, 


State of CosneiticI'T, Cf/j/ead (oimtu oj yav llavnu 
John M. Hall, lieing duly sworn, says that he is the vice-president of the New York, New Haven 
and Hartford Hailroad Company, above named, and that the foregoing answer is true as he verily 
believes. 

John .M. llAi.f,. 


Suhscribeil and sworn to before im* this ‘J'Hh day of January, 18'.>8. 

A VERY (h.ARK, N<>(nnj i'afehV. 


1 Sec p. 731. 

2 The following are further extraets from stenographer's notes of the testimony taken at this hearing, 
a copy of which, verilied by the allidavit of Mr. Walter *<()gers, the steravrapher, was submitted to the 
Iiidu.'itrial Commi.ssion by Air. rage. Tlie hi aring was held la forr Mr. Ctiarles A. iTouty, fnliystiile 
CoiiimiTee Crunmissirmi'r. Mr. J. F. Mareliand appeared for the Inierstale Conimeree Ounmissiim; 
Mr. Samuel Hoar for the Boston and Albany Uailroai!; Mr. (J. 1.. Wiidoi-k for the New York, New 
Haven and Hartford Railroad, ami Messrs. Hyile «.y Ba\l« r '<»r tlie Stamhird (til Comjiany. 

Te.stinioiiy of .Mr. W. M. Kidder, agent of the Boston and Albany Railroad at Fast Boston: 

'■Q. (By Mr. Marchand.) Mr. Kidder, just e.\|)lain the metlioil of billing freight for the SUindard 
Oil CouuMinyout of Ka.st Buslon. 

“Mr. Hyde. We should like to have that restricted to interstate shifmieuls, if you please. 


“Q. (ByMr. MAIiniANn.) Isitetistoinary to incorporate in yoiirwayhill tlie weights of ears received 
from the Standard Oil Company torslupmenlof naphtha over tlie New York, New Haven and Hartford 
Hoad? 

“ Mr. Hyde. Just a moment. We should like to have the <joestioti restricted to these shijtmenta, if 
you please. I understand that is the matter in investigation. Mr. Commis.sioiier. 

“'Ihe (ViMMi.ssioNRH. Yes; but 1 think you may ask liiin, Mr. Marchand, vviiat his mistom is a.s to 
similar shipnieuLs, for the pnrjaise of showing wliat lie did willi reference to these particular shipments 
was in aeeordanec willi the ordinary iiietliods of Imsiiicss. 

“ Mr. Hype. So far as it refers to interstate matters. 
***** * # 

“Q- (By Mr. Marchand.) Is it customary to incorporate in the waybill the weight of the ears of 
na}>iil ha for the Standard oil Company?—A. Yes. sir. 

‘•Q. \Vhat*is your source of information as to weight?—A. Wet!, the receipts received from the 
Staudanl Oil Company give no weights. .My waybill clerk inserted the weights of 21,000 pounds for 
caeh tank ear. 

“(p In the absence of any weight reported by your yard mo-ster. from w’hom, asT understand, you 
obtain the meinorandiim of shipment, how do you obtain the widghts?—A. As I say, wlth<mt the weight 
my billing clerks put in the minimum tank-ear weight, which is 21,0(M) pounds. 

“ Q. Is it 4'Ustomary to ship tank ears of naphtha'tipon the minimum wi'ight?—A. Yi.'S, sir. 

“Q. Under what circumslanees do you do that?—A. Bo that every time where there is no weight 
.shown on the receipt. You know we don’t weigh those cars at Fast Boston at all. 

“ Q. What do you charge to the Standard (Jil Company for transporting these tank cars to Bo.slon 
for reshipmenf?—A. Si.v (lollurs per laiik. 


“ Q. When yon want to ascertain the weight or capacity of a i-ar, how do you go about it? T have 
reference to tank cars.—A. Tank i^ars? ... , . j i 

.• Q, Yes.—A. Well, the only way to do it would be to weigh them empty and weigh them loaded. 
“ Haven't you, orhasu’t your company—lidveu’t you, i willjiut U—in your posseusiou a book published 
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Haven Koad at Boston, and testified tljut lie liad full charge of rates from Boston to 
all ix)int« on the New Haven road. 

Mr. Winlook says: “ 1 have nothing to say except what Mr. Page has 8<aid, so far 
as the relations between the New Haven road and thi^ Standard Oil Company are 
concerned, is absolutely true. Then^ is no arrangement of any kind between the 
Standard Oil Company and the New Haven road by which they can get any bidler 
raU*s, whether it is by a rebate, or l>y underbilling, or by anything of that kind, than 
what everyliody else gets. Our rates are iiublished, and posted for evervliody. 
The.s 3 iindcWcharges in weight were errors of our local agents in accenting them as 
such. They should have investigated the iiiatti^r more than they did. ljistea<l of 
blindly taking tlie weights given by the Boston and Albany Railroad vouchers, they 
sliouUl have taken some means, as they did in lu'arly every other i-ase, to get at the 
proper weights. The tariffs to Newpoit were haseil on actual weight, and instead of 
taking this constriKdive tonnage of the Bo.ston and ADiany mad, which they used 
for purposes of tlieir own, they should have taken, as 1. said, some means of ascer¬ 
taining the weights in every <'asi*. Tlu‘ other casi.'s were ermrs of tl)eii*s.” 

Q- {^y dEN’Ks.) I .see in the testimony that tlu‘ weights are taken from the 
boston and Albany. 1 understand your shipjiing t»oint is Kast Boston?—A. It is. 

Q. And the Boston and Albany road takes the oil from East Boston to where it 
dt'livers to the New Haven and Hartford?—A. Yes. 

Q. Is it true, as has been stab'd, that when oil is delivero<l to the Boston and 
Alliany road bv your pi'ople the billing is done by your people <lirecfly, and that you 
furnish the weights to tlu! Boston and Albany?—A. It is not true, sir, as was shown 
ill this late testimony. 1 will explain it: Our works are located at East Boston on 
the Boston and Albany road. The Boston and Albany road have to switch any car 
from Boston to Last Boston, where the curs are delivere<( to the N(*w Haven road, 
'['hat switching charge, as I ri'call it, is $(> per car; either $4 or $(> per car. The Bos¬ 
ton and Albany road, liki! many other roads, wi.shes to show its tonnage, whether 
the rates are per ear or per liundred jxmnds; and where tlie rate is per car, i\s in this 
instance, it probably uses 24,000 poumls, wbicb is the usual carload weight; it is tlu‘ 
niiriimum carload weight. They simply ))ut in 24,000 poumls. The testimony shows, 
and T swi-ur now, that wi' <Ud not give’th(‘ Boston and Albany roiul 24,000 pounds as 
till' weight of those cam, nor did we give them any weight. We did notify, not only 
directly, l)Ut through this book, the actual weiglit'of all those cam, ami it wassiniply 
ail error of the New Haven road, as shown in tln‘ te.stiiiiony, and as offered by Vice- 
IVesiileiit Hall, that the New Haven road took in error (lie constructive weight of 
the Boston and Albany in their hill, instead of taking the actual weight, which they 
had in tlieir pow’er to get, and should have got. 

il It is usually th<‘ custom of tlu* Boston ami Albany in their shipping, to ]uit in 
the minimum weight, 24,(X)0 pounds?—A. It .seems to lie so in this case. 1 can not 
.siy wliat the general custom is, but it is tin* cu.stuin. There is nothing exceptional 
in' the Ikjston and iVlliany having a switching rule for switching; it is no more than 
anv <»ther railroail iloes. 

Q. As to the n^gular custom of the Boston and Albany in shipping to points in 
Massachusetts, you would swear soinewduit positively that their shipfiing rat(‘s 
based on tli(^ full car rates? I am not spi'aking of interstati* Traflie.—A.^ .siiy tins: 
that, as far as the Boston and Albany rates are <-oncerned, whether within tne State ol 


liv llie {’vnlra! Frciphl. Assoeiation, known as (’apacitios of Tank Cars I sod in the Iruiisportatioii of 
IVIroIoiim ami its i^riHlucls?—A. No: I never n'lneinlnT of .sceiiiK siieh a hook. 

■■ Mr. Marcha.ni). 1 wi.sh to oiler this book in evidenee. 

■•The CoMMissioNKB. Mark that.. (Book marked’Exhibit :5, W. W .C.) 

" Ttie (kiMMissioNEK. Tlie witness is .shown Exliiliit No. a, beini( entitled ‘lank Oango Huno Book 
No. 3.’ 

"The Witness. No, air; 1 never saw tliat book before. 

“ti. Did you ever see a book like It?—A. No, .sir. 

"((. Doyott knowof any other l«)i>k whieh eonbmis the eapaeitiesof Uink ears wliieh are ased hy 
niilroad.s?—it. J do not. . . , , , , . i i i i 

"tb Tiien. Mr. Kidder, it you wanted to arrive at tlie vyeiglitof a <;ar loaded—a tank eiir oaileti— 
yon would weigh it first empty, and then weigh itafteritwas lilled'.'—A. \i;.s,sir: that is the only 
eorrect wav that I know of of doing it. . „ , ,, .r i i i 

"(b Now, when yon deliver tank ears to the New York. New Haven ami Hartford roail what do you 
furnish the New Haven road with?—A. 1 don’t know, sir; 1 ean’t tell you. 

" li. Who does know?—A. Otir Boston olliee; we only bill the ears, you know to Boston. 

"Q. (By theOoMMiRSiONKR.) Mr. Kidder, the Stamfard Oil Company has a large storage eupaeity 

for ]ietrolenin in I<kLst Boston, has it?—A. Yes, sir; I don’t know the I'liiyieity. 

I suppose you receive from time to time tank ears loaded there for transporlatton to tailnls on 
the line of tne Boston and Albany llailroud?—A. Yes, sir, 

♦ * * (t * * * 

“Q. What I want to know, if yoti have any knowledge of this sort, i.s what 
the Slaudard OH people desire to slilp a lank of oil frenn hast Boston to some point upon your line to 
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or without tho State, we ]« 

.• II < . .i . *1. . ... ....V • 


. , . . tho ^me mtes a« anyone else 

pdV!^{roiu Boston to tho sumo dostinnUon. ^ not m'&ll and I do not know 
p\vn'local rale on every railroad in the United l‘'tatefi, hnt I do know that we pay 
the snne rate of IVeif'ht tro/n the siinie ]X)int to the same point M every oflier shipper. 

Q^Whether it he loeal, within tho State, or interstate?—A. Yes. 

(1 (Hv .Hr. A. I,. Haiiki.s.) Who (lcteninne.M the weight and contents of the tank 
ear as listed in voiir hook?— The eapai'ity of the tank car is first found in the (^a.se 
of tile Union Tatik Line (.'oinpany by measiireinent, and that is confirmed by water 


which Hu ro wtis ti rule by the liniHlrod ftounds. ainl not an arhitmry rate, as it was in tins case. 
Woiihl (hrtt he wiiyhilled directly from East lioston, or would it be sent over to Boston and way- 
bilh'd’—A. It wouhl bo waybilled from East Boston. 

‘ Q When you rt'ceive that ear from the Shxndard Oil Company what do you s%n, if anything*?—A. 
Tho same kind of a receipt is .signed. 

"Q. Would that reeei]»t. as far asyou know, state the weightof that tank?—A. No, sir; it would not. 
‘•Q. ll«>w would you know wiiat tho weight was?-A. We would bill itat the HUiiidurd minimum 
weight of a tank ear. 

"(j. Bill it at 2l,u0(>pounds?—A. Yes. 

“ Q. And tliut it> ordinarily done with the Standard Oil Company, is it, to local jkoinis*?—A. Yes, sir.” 


[Testimony of Mr. George L. Keyes.] 

Mr. Keyes was employed in the freight department of the New York, New Haven and Hartford road 
at Boston. 

“ 0 . tBy Mr- MarchaM).) Have you in use in yonrotfiee a IxMik issued by the Central Freight Asso¬ 
ciation giving the eapaeities of tank cars?—A. No, sir. 

‘ Q. Have you any publication showing the weiglits of tank <'Hrs and capHcities?-A. No, sir. 

Q. How (lo you arrive at the weights?—A. We have taken the weights rendered on the pajiers from 
the conneetiug'liiie." 


[Testimony f.d Jlr. W. F. Davis.] 

Mr,Davis was billing (derk at the Park Sipiart' si aliou, Boston, of tlie New York, New Haven and 
Hartford Road. 

•• tp (By llie CoMMi.siaioNER.) Mr. Davis, bow long have yon been a billing clerk in the lTovi<leiiee 
Ofliee?—A. .\boiit (iyear.'j. 

•• Q. How many billing clerks tire ‘iniiloYed there?-A. T1 ut(“ are 0 employed there now. 

•' (i liuring the last years have you billed out at one time and aiiollier a good many of tliose tank 
cars‘?~A Quitt* a mnnber. 

“Q. VVhat «lo you mean by quite a number*?—A. Perhaps one a week. 

“Q. During lliiU time Imve you ordinarily sent them along on this voucher of the Boston and 
Albany of ‘JI.OiK) poiind.s'.’—A. C'nless I received other inslruclions. 

“ Q. How often have you reciuved other iiistruetion.s*?—A. I couldn’t .say as to that. 

“(]. Well, give us IlieVame i«iea, approximately, as to how often you received tither instructions its 
you have given as lo die numbiT of cars yon scut out,—A. In almost every ease. 

••Q. You stiy Volt have received other inslruclions in almost c'’cry citse.—A. Yes, .sir. 

‘•Q. How do you hajmen to receive those instrueiions*.’-A. By a letter. 

“(i. And by a letter mun whom*?—A. From the.Standanl Oil Company. 

‘•Q. Sft that the Slamlaril Oil Company had been accustomed to instruct yon as to thewelghtat 
which those tank carsshiaihl be billed?—A. Yes, sir. 

"Q. Ami the Standard Oil Company must liavo known unless they did instruct you you would have 
billed the car afJ-l.UUO pounds?—A. I don’t know about that. 

“O- What did they instruct you for?—A. If they wanted a car prepaid they would in.struct us to 
prepay the freiglit. 

•• Q." This partieular car was prepaid, wasn’t it?—A. Yes, sir. 

“( 4 . You .say die Standard Oil Company have usually written Jyour ofliee a letter instrueling you 
and giving you the weight of the car*?—A. Ye.s, sir. 

“ Q. Nttw, can you tell us about what part of the instances which you have billed out you receivtsl 
instructions of that kind?—A. In almost every case. 

'• Q. And that came to you without solicitation of or application to the Standard Oil Company*?—A. 
Yes, sir. 

"Q. It was done by them of their own motion?—A. Yes, sir.” 

[Testimony of Mr. George L. Wlnlock.) 

Mr. Winlock was u.ssistaTU general freight agent of the New York, New Haven and Hartford road. 

“Q. Huven’t you in your office a publication which designates thecapacityof lank cars?—A. Y(?a,air 

Q. How long have'you had suen a laiblication?—A. Since about the middle of February, I should 
j udgi?. 

'•Q, Had von no compiled information with respect to capacities of tank cars prior to February, 
1898?—A. No. sir.” 

* * * « « « * 

(The witness is reading a series of letters from the Standard Oil Company, giving information as to 
the weights of tank-car shipments.) 

"Q. (By Mr. Hyde.) And the next one in point of lime? 

“Mr. Paoe. Will the Commissioner please note that this next one is one of these umlerchargc 
shipments? 

“A. The next one is; 

‘•’February 9.1897. 

• 'Mr. A. H. Porter: 

‘ You will receive from the Boston and Albany road, U. T. L, cars 1329 and 7936, consigned to the 
'Newport Gaslight Company, of Newport, R. I. The weights of these; cars are os follows: 1329,50,*272 


1 See testimony of Mr. W. M. Kidder, at the top of tlie footnote above, on this page. 
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r'liico anil the Central Freight Association have a bureau of inspectors wim go luoiiud 

and test the capacity ol tho^ cars , , , i - i 

() Kacii car Ih iiumbcre<l?—Kaeh car ih nuinbcvca aii<l each car h capacity in '^al- 
and ita ctiuivalcnt capacity in pounds, baned on the average weight oi 
0 4 pnunds per gailon. 

(I- Cl.mike.) What paper or voucherH passes h'oni the Boston and Albany 

Uailroad (Company to the New York, New Haven and Hartford Itailroad Company 
in that case?—A. Simply a hill of lading that that car which they rcccive<l at ICast Bos¬ 
ton and which they delivered to the New Haven roa<l at Boston was destined for 
the Newport Gas Light Company at Newport. 

ih I)o the Boston and Albany haul tliis freight over its line from ADiany to Boston 
at a lower measurement or at a higher measurement?—A. This shipment originatisl 
at Hast Boston on the line of tlie Boston and Alliany road. 

il Over the road tliat us(‘d to he railed the Freiglil Jhiilroail from l^ast Boston to 
Itoston?—A. 1 do not know the name of the road, hut tlie switching charge is from 
Boston to I''Hsr Boston. - -i 

Mr. (‘lahkk. I will exjdain to the commission that it is a railroad sonu' 4 or o miles 
long. It is rather inon* than an ordinary switcli. This used to )>ass around tlirough 
Cambridge and connect with the main line of tlie Albany road, ami then ran hack 
into Boston to connect with the New York, ISew Haven and llarlford. 


UEOION sri’l’UKD WITH OJL l-'ROM ROSTON. 


Do 

or 


il {By Mr. .Ienks.) You spoke of this shipment originating at Fast f'.oston. I 
you liave Last Boston for the main distributing point for all New haiglandV—A. lo 
a section of New England. 

Vx.iin.i.s 7yw peiiiKis. Kin.llybili llM-srinr.s fn-iglit i-npiiiU mi-l mmkI iisl.ill iiHluiilinitL-at 

''''•'‘Tlmlp'aVMe is oiu- of the <-iirs uiiioli Jippairs on Hio sliiK'nn iil ns iiiKton’lnirgr.l Itv ns. 

* * * * * ^ * , 

•' O. (Rv till- CoMMisistoNKR.) You hiivc siiiil, Mr. 'Winlix-lc. Hint you uiuloisli-oil Unit \our h^'giUs 
oilicci tlicsc tank cars at tlioir uctiia! wcijihl?—A. In l aso of intorslalc sliii;inriil.^. 

■u Tlml, takvu all in all. is wlial yonr iiislnu'tioiisHJnoniitcd >os. Ml. ^ 

'■g. T)o yon have a (lilfiTont nilo uhcrc llic shipniL'iit i.s to a ponil willuii Ino SiuU’. A. t am ni t 
Iiii paryl to jisku'licthcr you luivon cliiroiviK nilr; brcaiiso, if you liavo ono 

n.le m -ua ra^:: mal anotlu-r rule In annllmr i-aso. Thy StamlaM Oil 

that you have siiiricicnt knowledge onkliirli to make tins claim.—A. I liao i >1 popaud ms.cii, 

Mr. Chainuan. in regard to State .shii'mems whatever. lin-nil..'*—\ \o sir 

•Q. Du von mean hy that that you don’t know whetluT you li'Of a dihi o uU . ^ ^ , 

••Q Or do you mean Ilml vuu (lon’l waul tostale?-A. 1 have not looked it u).. I should liavi to 

to your inln.slatc ,m.l inUTKl.Uc shipraents you 
k.uli "o, know I «n, not aakiug rvhat On; ml,; is,; 

sure of it hefuri* l auswered that (luestion. 

cl„i.syu,^-<lo you 1,111 it at its actual rvc,gl,l; ,„„1 sylicu yo bi 1 a 7"' '„ 

,'l,„»clts, ,lo mu bili itata wcigl.tof gl,(KK, uouu, s?-.\. 'I luU ,»,,t u.utl,at 1 urnlU uol ai.su. r. 

“Q. Doyoii mcau lo say tiuit you lu‘Vo uo k,,o«l,slK,; ,,l,,i,,t ,t.-;V. auswer 

“ Q. You mean you don’t want lo airswer that tiiusiion. A. I m 

"“o’TKvMr HYDE.) On,, ouestion I sl,oulil ask you. M,'. Wiulpi'k. Maying ucciyci tlu' letter of 
Kebruary‘‘i, giving the weights and the numbers of qTusV-lle'Hsomt' iniiircKsed to 

sioiier ju.st asked liim'f 

ou!’un,lo™i«udi„g witloke Sta.ulard Oil O'-Pany, or any iustru^ 
tions from yourwipcriors, by whldi you are to bill ears within the btivte a ts* 

A. None wnatover. 

oS'm vim have no undcrslanding with us by wl,i,d, v;-.. ;!.,a.Id MM 

ears at 24.000 noundH within the State beeanseof our interstate shipments, ha\i yo , < > 

Ron?—A. We nave no itislruetionH from you- „.i{„„Y. nn v.mi nt nil Mr Page, of any 

"Q. OruinicrstaudW wilhusV—A. N'^e have no undi'rstanding vmIji > 

*^“*'*- ***** 

■•q. In other evor<lB,*Mr. Winlock,*the rates that you I'"'';':'.'!'.' ™“' 

neetlon or no bearing in regard to iuterslale husiiie.*'.'' .—A. Nom 
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Q. What s(‘ction? ilow ninch i.s covered from your central distributing point?— 
A. Well, I can not say. Of course, it is for Boston particularly, and T know we make 
shipments from th<‘re uj) to Portland, and I know we make shipments from there 
down into Massacliusetts and Connecticut. 

Q. Down a.s far as Now Haven?—A. Almost. 1 mean as far as New Haven. It 
depends uj)on what we may have in the Boston tank.s, and what the order may Ik* 
for. You know there are many grades of petroleum, and we do- not carry every¬ 
thing require<l at that point or at every shipping point. 

il. Do you suppose that your ordinary shipments of petroleum for lighting pur- 
jKwes, at New Haven, for example, wcmld come from Hast Boston?—A. No; I (lo not 
tliink that we shij) to New Haven from Hast Boston. 

Q. You would to Providence and Newport, probably?—A. Newport. In these 
cast's it depends nixni the stock and depends upon the situation. ' i can not answer 
as to the exact territory that may be supplied from any station, but it would supply 
the tcifritory as far a.s its location and its stock was able lo do so. 

Q. How do you supply your shipping station at Kast Boston?—A. We supply 
partly by rail shiimients and T)artly by steamer shipment.s from New York and 
l‘hiladelphia. 

Q. From your retincries at Bayonne?—A. From scalx)ard refineries, whatever one 
it may be. 

WHY AHE TlIUOlK'.ir RATES ItKFKSEn OX CETROLEC.M l’UOI>l’(TS? 

Q. The statement has ]*een made here bv some of tlu? independent refiners that in 
their attempts to shin oil Into New Kngfand from the We.st they had foumi that, 
although there were through rates on the regular tariff slunds for almost all kinds of 
goods, there were no thnuigh rates for petroleum on the New York, New Haven and 
Hartford. They stated tliat in sliipping corn, or almost anything el.«e, to Newport or 
Providence, they would get through rates the same Jis the Boston rates; Imt that on 
petroleum no such through rates were given at all; they had to give tl»e local rate, 
and this local rate, added to the regular rate from the West, made a rat<‘ to N(*w 
Haven or Newport or Providt'nce very much liigher than to Bo.'^ton. 

Now, the statement was made here that tliat applies nijt only to New Haven, but 
gem‘rally, ami that the HhipjH.*rs of petroleum in the West are placed at a decidc^l 
disadvantage on that aci'onnt. ('an you give any leasonable explanation why the 
railroads should make a special cx(e[)tion of ]Kdrok'uin as to the furnishing of through 
rates?'—A. Why, I can say this—that 1 do not know anytliing about the corn rates 
at all. 

Q. As to what is the general rate?—A. I meiiti to say that tliere are many com¬ 
modities which the railroads make rates on, (»n the basis of through rates and local 
rates, whereas they may he applying through rates on other commoditie.s. T (lo not 
know anything exceptional in the matter of oil in New England as <*ompared with 
corn in the Wc‘.st. 1 dp know that we ship from tlie oil rc'gions Nt;w England to 
some extent, and we ]>ay exa(;tly the saim^ rates as tlie other fellow pavs. 

Q. Can you menthm some of the New England p<»int.s you supply from the AVest 
or from regions of tlie West?—A. 1 can not. 1 can say wc; do mal\e shipments to 
New hlngland as well as Boston. I know also we have made shipments from Cleve¬ 
land, and also as far as Lima, and wherever wc have made those we pay the same 
rates as other people do. 

Q. Is it vour rulci to make shipments from ('levcdand, Tama, or other Western points 
to tlie territory of the New Haven road?—A. Yes; we have. 

Q. The general fa(;t that you have a distributing |K)int at Boston, from which you 
can supply this territory that is supplied by tlu^ Nciw York and New Haven .’oad, 
and that they c*an not furnish througn tariffs from the West, would seem to some of 
your competitors, at any rate, to give you some decide<l a<lvantage, although no 
illegal advantage, over them?— A. We do not deny that by having our refineries at 
the Atlantic .seaUiard and supplying New England from tho.se refinerie.s we liave 
an advantage over the man who has to take the oil from Cleveland or tlie oil region, 
but we claim no fair adjustment of rates can l>e made that will put that man on an 
equality with us in that situation. 

Q. would you say further that the Standard Oil Company officials have not repre¬ 
sented the matter to the New Haven roa<l in such a way that they have succeeded in 
getting the New Haven rc^ad to refuse to make through rates on petroleum, while it 
does make through rates, and those equivalent Ut Boston raters, on a very large 
proportion of other goods tJmt are shipjHsl?—A. I think that Mr. Commissioner 
rrouty answered that question by saying that the New Haven roa<l in charging arbi- 


'Soe Mr. Wcslyiiir, |»|). ;^71, :57-'>. 
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trary rates on oil from Boston hh well as from the IlndHon River \v<‘re receiving more 
money themselves than they would if they apj)lied the tlirough rate, and for wdtish 
reasons they got the most m(.>ney they (* 0111(1 out of th(‘ tratlic. 

Q. (By Mr. Smyth.) ]h it not a fact that those rates ajiply to a great many other 
eoinmotfities besides oil; that a larger rate is charged for the shorter distance?—A. As 
I say, Mr. Smyth, I do not know much about otlu^r traflic. I can say .specifically in 
regard to the difference in the rate of corn and oil that I do not know the rea.soiis 
for it. I can say in a general way that T do nut lielieve tln^ railroads make ratesthat 
w'ill injure the busiin^ss or jirospcTity of fin? road. Tie* i)rosperity of a roiul depends 
upon the prosperity of the patrons, and if the milroad makc'sany rate.s that are going 
to prevent shipping over their road, it seimis to na* (hey are dcjing what a reasonable 
man would not do; and my (‘xperience i.s that the railroads are represented by as 
higli an order of int(*lligen(*e in this country as any class that I know of. 

Q. You have no reason to believe that oil is the only commodity tliat is cdiarged a 
higher rate for the shorter distance?—A. Absolutely none. 

Q. I mean to that point?—A. No, sir. I oidy know, li<,»\vev(*r, about oil. 

MH. WILLIAM KOCKICrELLKK OOIX NOT INFI.LENCE TAKIKI'S oN THE NEW YORK, NEW’ 
HAVEN AM) IIAKTFOKO. 

Q. fBy Mr. Jknks.) It has heen intimated by Mr. Rice' and others that thissp(*eial 
ivfusal to give tlirough rate.s on petroli'iim by the New York and N(‘w Flavcm road 
was presumably brought about by the fact that Mr. William Rockefeller was a 
dire(*tor of the road, or by some other special intliicmv brought to bear in favor of 
(b*‘Standard Oil (’ompany to check tb(‘S(‘ shippers of the \\’e.d?—A. I will say, as 
far as tie* New Havim road is concerned, and Mr. "Wilijam Rockefelh'r, that abso¬ 
lutely T do not know of any arrangement, or any tariff, or any change in tariff, that 
]\!r. William Rockefeller has ever sngg(‘s!ed or intlnenced on flu* part of the New 
Haven road or any otlier road. I do nol lK‘liev(Ohat Mr. Rockefellt'r knows who 
the tratlic manager for his road is (o-day. or would know him if lie was in tliis rouni. 

LOW K.\TES FROM THE STANOARD’s WORKS AT WHITINO.^ 

(i. (By Mr. Kennedy.} 1 se(* that your testimony has been so far in n'bnttal of Mr. 
Rice; th(Te was another witness liefon; tie* comniission wlio made a statement that 
J should like to hear you say somelhing about. He is the gentleman to w'hom you 
have ju.stalluded, an intei-statiwommi'n^* coinmissioner. He made a statement before 
the eotninission which seemed to show that (he .Standard Oil (’om|>aiiy had an advan- 
lag(‘ in shi|)ning from it.s Wliiting works dow n the Mississippi Valkw to Ni'W Orleans 
oV(T the inaepend(*nt sliipj>ers or refiners of ('Icvelaiid, Ohio. I do not know' just 
what the figures were, but they .struck me at the time, if true, as indicating that the 
Standard Oil ('ompany did have an advantage in (he rates tliat W’erc! made, a great 
advantime, over the rc'tiners of ('leveland. As tratlic manager of thi.s tank-line asso¬ 
ciation, (lo you know anything about those rates?—A. 1 know what the rates are from 
(.’levc^land and from Lima to NVw Orleans. They an? based on the local rate to the 
Ohio Riv(‘r ])lua the rale from the Ohio River to New’ Orleans. The rate thus ligures 
out, as I recall, less than half a cent a ton a mile. Tlu* liaui from (Cleveland to New 
Orlean.s i.s over ],0()0 miles and has a low rate. As to tin* ra((‘ from Whiting to New* 
Ork'ans we have an advantage. Whiting issome lOO or 500miles JiearcrNew Orleans 
than 01ev(‘land. The rate from Whiting- 

Q. (Interrupting.) Not that much lu'arer.—A. Well, fdo not know that it is. but 
it is uppreeialuy nearer. And the rate from (’leveland to Whiting phis (lie rate from 
Whiting to New Orleans is higluTthan tin* rate from (develand to the Ohio River 
])liiHthe rate from the Ohio River to New Orleans. In other words, 1 mean to say 
that w’e are paying a liiglK^r rate in proportion from Whiting to New Orleans when 
you consid(‘rtne haul from (develand to Whiting. 

(h (By Mr. Junks.) The rate from Whiting, as yon sav, is considerably lower than 
from01ev{*land. Do you know whether the rat(' from Wliiting on other similar prod¬ 
ucts, like linseed oil, for hxample, is lower than the rate from Cleveland to New’ 
< frleans?—A. 1 do not know what the rates are ou linseed oil either from Whiting or 
from Cleveland. 

(i. Statements have b(‘on made to tins eff(‘ct—T do not mean to .«ay that the.«o figures 
are exaiit, but approximately exiwd—that on lin.se(‘d oil the rati^ from Cleveland to 
New Orleans would l>e possibly 28 i^ents, and from (’hicago it would bo somewhat less, 
say, 2(i, but that ou petroleum the difference would be as great as from 31 to 26 cents, 

' So(* i). 731; Mr. Wc.s|gatc,|).37 L 

"See Mr. Mouuutt, p. 309; Mr. Wcslgalc, p. 37(>; Mr. Uicc, pp. 730,731,739. 
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showing that there wonM l)e a consideralile advantage to petroleum as compared 
with a somewhat similar product, lik(‘ linseed oill A. 1 can not testif}^ on tlmt; but 
you can not |iiek out any two commodities an<l say that because there is a difference 
on one betweiui two points tlu^ same difference should apply to the other. The 
n'ason.s governing connnodiUes are veiy often difhwent in the matter of their manu¬ 
facture, of the ter ritory that they go liver, and the cost in getting,them up to that 
)ioint, and \arions and snndi-y retesons, wliich ai’c good reaaon.H from the railroad 
slandi>oint; and a.s they have thii anihoritv we accept them as good reasons. 

(.}. (l!y Ati'. Clarke.) Are linseed-oil shipments made in tank cars? (No answer.) 

(). (Hy nil-. FAHiieiiAif.) Is there a large shipment of linseed oil from Whiting?— 
A. Without la'ing an exper't on linseerl oil, let rrre call yonr attention to the differ¬ 
ence. Liirseed oil is grown very largely in the West. At Chicago lipseed oil is nearer 
the iroint of jrrodui'tion than it is at Clevelanrl. Now, there may be very good reasons 
why the rale from Chicago to New Orleans on linseed oil might lar higher than it is 
from Cli‘veland, simply beian.se the tratlie nray stand rrrore. 

Q. The natural distributing point for liirseed oil is east of Cleveland rather than 
west of it?—A. The natural ilistributing point is we.st of Cleveland rather than east, 
because the oil is gi’own in the West. 

Q. W'ould not the same reasons hold good for Itiiffalo the same as Cleveland?— 
A. Ye.s. 

Q. Now, diH'S this commi.ssion understand yon to say that the position of the 
Standard Oil Company on the srMboard, having an inside lino of distrilrution, is an 
advantage that von get over all eoiniietitoi's, and that that one is just the one that 
you have?—A. t ilo not imdei\stand what you mean by the inside advantage. 

Q. Hy the shorter line of distribution—geographical ilistribution.—A. At the sea- 
iKiard for the East and at Chicago for the West, as I have .said, wo have an advantage 
over the man who is shipping at .some interior iioint. 

Q. And the Standard would have the advantage over all competitors on an even 
tariff?—A. No. 

(). On an even tariff for all from the same ]ioint?— X. Yes. I .siiy we are on an 
even tariff for all. We ship Iroiii Cleveland where oiir competitor is, and we ship 
from the oil |■cgion w here our I’onijietitor is; yet we have comiietitoi’s on the Atlantic 
seaboard that [ray the same rate as we do. We endeavor to supjrly each point fi’uin 
onr nearest retinery. 

Q. (By -Mr. CL.tiiKE.) Jto you know why yonr conipanv located their refinei’y at 
AVhiting?—A. Because it was nearer the gi-eat West, wlricli is a large consumer 
of oil. 

iiAVi.; oBEvnii THE i.ntukstath-co.m.vieiice i.aw. 

Jlr. Farqnhar, I do not know whether yon weiv here when 1 marie the explana¬ 
tion in regard to the N’ew|iorl case. 

Q. (By Mr. FAiMiCnAK.) 1 do not I’are; 1 will take the record as it came on that.— 
A. But I will call vour attention to the fact that the Standard Oil Company has 
shipped thousands of carloads of fi'cighl to all points in the United States, over nearly 
every railroail line in the country, and the freight bills for its cars pass through the 
hands of numbei'less einployees both of the railroads ami the Hhi]ipers who have 
such laige and divensiliei! interests throiighont the United Slates, and it would have 
been impossiblr^ to keep such ri-hates ser*ret had any such been granted, especially 
.since Mr. Bice and otlnns like him have been on the constairt lookout for somethirrg 
tangible by which to prove their ofl-repeat<‘d allegations that the Standard Oil Corrr- 
pany has heeir violating the interstate-coirrrrrerce law. That law has been in effect 
for more than 12 years, and at the end of this period the best case that the opponents 
of the Standard tfil (.'oini>any can produce is that involving a clerical error in the 
billing of three or four cars shipped from Bo.ston to Newport; and I would like to 
at'e somebody else equal that record. 

EARM.XUS OF n.XIOX TA.NK USE CO.MFAXV ONLY 4J I'ER (K.NT. 

Mr. Rice makes the statement that the mileage paid i ho Union Tank Lino Com- 

f any of three-fourths of a cent a mile )iays back the investment every three years.* 
would say that since tlie formation of the Union Tank Line Company, August 1, 
1891, that company has never paid a dividend, and that the earnings of that company 
for the 8 years, 1891 to 1898, inclusive, have shown an average yearly return on the 
capital invested of 4J per cent per annum. This return has bt'cn 'figured without 
charging anything off for depreciation, although according to master car builders’ 
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rulcB (on which raiiroartg base their pettlenients t>etvvoeu eacli other) a depreciation of 
ti per cent per year ia deducUal in caae oin^ railroad deatrovs another railroad’s ears 
The three-iourtha of a cent mileage paid th(t Union Tank' lane Company i.s exactly 
the sanie as is paid all other tank-car owners, and there are in the United Stales 
between 1/0 aim 180 indivicUuilH un<l eoinpanies, entirely outside of the Standard Oil 
Company, owning an aj^mn^^ute of 7,420 tank ears, while the Union Tank Line Com¬ 
pany’s etjuipnuuit November 1 , IHPP, was 5,851 ears, 

I offer a statement ^dvin^ tlie names ami ownership, made up from the very best 
records we have, of the owners of cars outside of the Union Tank Line Company, 
sliowing an aggrejjate ownership of nearly 2,000 cars more Ilian tlie Union Tank Line 
Company has. 

(Following is a coi)y of the exhil>it offered by the witness:) 

SUifeineni f<Iiowin</ number of (auk c.orx (in<l owners of siime^ other than Jhnon Tank Line 
Company, based upon best obtainable jmbllshed information as of yoeember 1, ISlfU. 


Kamo. 




Amorioan Cotton Oil (’<>. 

jMoatraz Aspliiilt. Co. 

Amoricaii Oil Works. 

Arper,(iOO. W. 

Aloxandor Co.. M. H. 

Arolior OoukIhs 'I'aiik IJm-. 

Aincrican Tank Lin<*. 

Anglo-Ainoriojiti l‘rovisi<»n Co. 

Armour 'I'aiik TJno. 

Allofiliony Valley Uailroiid. 

AinorioKii l’r<nliict Co. 

Jtaltinioro and (»liio K. H. 

naltimon' aii<l Ohio Soiilluvestcrii K. iJ. 

llaiTflt MitniifactiirioK Co. 

I^•al)(•r Kelinilij^ Co. 

Bay Terminal K. K. 

Barher A.'‘|>haU I'tiviiitf Co. 

Brazilian 'I'lirpentine Co. 

Buckeye 'rraiispoi talioii Co. 

Britlan I'rovision Kxjiru.xs. 

Burlington and Missouri River R. R_ 

Bo.'lon ami Alimny R. li. 

/'eiilnil K. R. of Nuw Jersey. 

CeiKiiry Oil Co. 

Ciiieinnali Oil Works. 

Cleveland Ketining <'o. 

Climax Tank lane. 

('oliiiuhia Oil Co. 

Ctiliiinhia'I’ank Line. 

Cotitinental Oil Co. 

Continental Refining Co. 

Cornplanter Tank Line. 

Craig Oil Co. 

(ii'ew lA'vick (,’o. 

Crystal Oil Rtdining Co. 

(aidahy Backing Co. 

Cygnet Tank Line. 

Canmlian Baeilic Rwy. 

Canada Southern R\vy. 

CoiisiinuTs’ (Jas Co. 

Central Uird Co. 

Cliarlotte Oil ami Ft’rtilizt'r Co. 

Cleveland Litiseeil i dl (’t). 

Cotton Oil Relining Co. 

Creseeni 'J’nnk Line. 

Crysial Tank Line. 

Cliarleslon and Wistern Carolina R. K.. 

Ckfveland and Marietta R. R. 

l>tilTy. James M. 

Bold Backing Co. 

Beiiver and RioOrandt' R. It. 

Kinery Manufacturing Co. 

Kniery Camilc Co. 

Empire Oil Works. 

Eagk‘ Colton Oil (k>. 

I'Jlis <t Company. 

El Bn,sonnd Noriheastern Itwy. 

Elorenco Bipe and Tank Liue’Co_ 

Ereeiloni (.)n Work.s (k). 

Euirbanks.N. K. 


Chicago. 

I San l''raiK iseo. 

! Titusville, Ba. 

San Eranciseo. 

Ciiieinnali. 

(diicago. 

(deveUmd_;. 

Chicago. 

'.do. 

I Bilfshiirg. 

Bhikulelphia. 

Baltimore, Md. 

Cincinnati. 

. t'hieago. 

, Washinglon, Bu. 

. Tfiiedo, Oldo. 

New York City. 

Alleglieiiy. Bu*. 

I Cnieinnati. 

Chicago. 

Lincoln, .\chr. 

Boston, .Mass. 

New York (.’ity. 

Lima, Ohio. 

Cincinnaii.] 

Cleveland, Ohio. 

Titusville, Bit.. 

New York City. 

Indianapolis, imi... 

New York City. 

Oil ('ity.. 

Warren, Bji. 

Toledo,Ohio.. 

I Bliihnlelphia. Ba. 

' Oil City. 

' Soulli Omalia,Nela' . 

.i Cleveland. 

! Montniil. 

i Oetroit, Mich . 

I Toronto,out. 

! New York City.. 

I Charlotte, N.(’. 

' Clevelami.i 

; Baltimore, Md.i 

! New York (tity. 

: Chicago. 

: Wilmington. N.('. 

I Camhridge, Oliio. 

; Kldred, l‘a. 

< Kansa.s City, Mo. 

Denver, CoK). 

' Bradford, Ba. 

I ttincinmili. 

1 Reno, Ba. 

: Moriciian. Miss. 

i New York City. 

i Denver, Colo.I 

Freedom, Ba.I 

; Cliieago.I 


a5(5 

1 

(i 

4 

51 
225 

18 

12 () 

37 

44 

5 
83 

1181 

18 

1 

2 
10 

1 

y 

30 

14 

1 

10 

52 
40 

117 

3 

25 


9 

50 
14 
31 
35 

9 

31 

5 

11 

5 

137 

154 

(1 

2 

1 

% 

16 

51 
2 

39 

34 

80 

9 

30 

47 

20 


’ We learn that tin? Bay Terminal Railroad Company has under construction »iml almo.st completed 
loo additional 8,000-gallon eapueity tank cars, built by Haskell <St Barker Car Co., Michigan City, Ind. 
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tStatrnu'rif. ahoiviinj nuinlx r of (aiik cnrff and tnr)i('r/< of mme, other than UiiKyn Tank JJne 
Coinpan)/, etc. —Coiitinue<l. 


Freret.F.W. 

(Jermania Ueliniiijf Co. 

(tIjKle Oil Works. 

(Tlol»e Tank Lino. 

(iroat Wt'stern Tank Lino. 

Groen Lino. 

(luarantoe Oil ami (ias Co. 

Gulf, ColoracJo and Santa Fe K. lx. 

Grand Trunk Uwy. 

Garden City Dairy (’<•. 

Gate City Oil Co. 

Goyer, G. W. 

Glolio Relining (.'o. 

Holmes, A.H. 

Holmes & A<la?ns. 

Houston and Texa-s Central Kwy. 

Heinz A Co.. 

Hamujoini Tank Line. 

Indi'pcndcnt Ketining Co. 

Independent Tank Lino. 

Indiana i'ip(‘ Lino ami Kolining t’o. 

Ivorydaleand Millerook \’alloyItwy. 

International and Groat Northern R. K_ 

Jobblns, Wm. F. 

Kansjis City Tank IJno... 

Kontuoky Refining Co. 

Key.stoin* Sirup Co. 

Loader Ketining (\). 

Lewis Tur Tank Tune. 

Leonard & Daniells. 

Louisville Tank Line. 

Loonanl A Kllis. 

Lewi.s Roofing Co. 

Ix)Uisvino f^otton Oil Co. 

Lakeside and iMHrbleliea<l R. K . 

Tx)s Angeles Terminal R. R. 

Lexington and Kastorn Rwy . 

Manhattan Oil Co... 

Miller’s Oil Refining Co. 

Milwaukee tJaslight (.'o. 

Muir Tank Line. 

Munii'ipal Ga.s (fo. 

Merchants’ and 1‘lantorsOil Co. 

Micliigan Ammonia Works. 

Mutual Relining (.'o. 

Metzger Linseed Oil Co. 

Morns Tank Line. 

Mexican Central Rwy. 

Monterey and ilexiean liiilf Kwy. 

National Linseed Oil Co.!. 

Nieliols Chemical Co. 

Northern Pacific Railway. 

New York Central and Hudson River It. It . 

Ong Hiller & (,'o. 

Omaha Packing Co. 'I’unk Line. 

Pacific Coast Oil Co. 

Pacific Steam Whaling Co. 

Paine A Co. 

Paragon Refining Co. 

Peerle.ss Tank Line. 

Penn.sylvania and Delaware Oil Co. 

Pennsylvania I*araffinc Works. 

Penn Petrolatum Co.. 

J’ennsylvania Tar Mamiiuetiiring Co. 

Penn Refining Co. 

Powell A Co., M.W. 

Producers’ Oil C('. 

Provision Dealers’ Dcspateli. 

JN*erles.s Tran.sit Co. 

Pittsburg Refining Co. 

Pecos Railway System. 

Portland and Rumford Falls Kwy. 

Red “C” Oil Manufacturing Co. 

Klchanlson Lubricating Co. 

Rcpuuno Chemical Co. 

Rio Grande,Slerre Madre and I’acific Kwy. 

Shawnee Oil Co. 

Smith, Levi. 

St. Louts Southwestern Rwy. 

Speare’s Sons, Alden. 

Solvay Protiess Co. 

Southern California Kwy. 


lioeation. 


New Orleans, J>a.,., 

Oil City, Pa. 

Warren, J’n. 

Marietta, Ohio. 

Clevelaml, Ohio_ 

Oil City, Pa. 

Terrt! Haute, Ind ... 

Galveston, Tex. 

Montreal. 

Cliieago. 

Allanfa, (fa. 

Memphis, Tenn. 

Louisville, Ky. 

Bniralo.N.Y. 

Titusville, Pa. 

Houston. Tex. 

Pitlslnirg, Pa. 

Hammond, ln<l. 

Oil City. 

Boston . 

(diiengo. 

(’ineiiinatl . 

l‘alesfim‘.Te.K. 

Aurora. Ill. 

Kansas (!ity, Mo_ 

Loui.sville, Ky. 

Ih'oria, 111. 

Wasliington, Pa_ 

Itock Island, Ill_ 

Oliio. 

Louisvilh*, Ky. 

Warren, i'a.. 

Rock Island. 1)1 .... 

Louisville, Ky. 

Marblehead,Ohio .. 

Los Angeles, Cal_ 

I.« xington, Ky. 

Lima, Ohio. 

Alleglietiy, Pa. 

Milwaukee, Wi.s_ 

Warren, I’a. 

Alliany.N. V . 

llou.ston, Te.\. 

Defroit. 

Cliarle.ston, S.C. 

Cliii'ago. 

_<lo. 

City of Mexic*). 

Monterey, Mexico ... 

Chicago. 

New York City. 

Sf. Paid, Minn. 

New York t!ity. 

Cineiiinuti.'.. 

Soutii Omaha, Nel>r . 

San FruncLsco. 

do. 


Wilkesharre, Pa. 

Toledo. 

Cleveland. 

New Yttrk City. 

Titusville, Pa. 

(.’oraopolis, Pa. 

(Jhicago, HI. 

Oil City. 

Chhago . 

Warren, Pa. 

Chicago. 

Cleveland, Ohio. 

Pittsburg, Pa. 

CarlsliH<i, N. Mex. 

Rumford Falls,Me. 

IJaltimore, Md. 

Quiney, III. 

Wilmington, Ihd. 

El Phsi>, Tex. 

Lima, Ohio.. 

North {Clarendon, Pa. 

Tyler, Tex. 

Boston, Mass. 

Geddes, N.Y.. 

IjOS Angeles, Cal. 


Number. 


1 

15 

10 

10 

5a 

750 


92 

20 

9 

7 

HI 

n 

(> 

4 

21 

20 

31 

4 

85 

59 

13 

4 

100 

157 

11 

18 

7 

Jl 

91 


-10 

1 

1 

1 


10 

10 

123 

4 

10 

3 

37 

05 

3 

111 

29 
6 

30 

3 

45 

10 

4 

100 

13.5 

10 

5 
2 
0 

39 

1 

50 

HI 

201 

5 
10 

1 

4 

2 

4 

6 
49 

G 

4 

2 

34 
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Staiemerd showing numhn of Umk cors and owners of saini\ othrr than Union Tank Line 
(hmpant/, dc. —Coiitiniuxl. 


Name. 

Location. 

I Number. 












1 •) 






75 















IS 


















l^nilwl on Co.. 








2 











' 9 



:ki 







Wc.stcrii Now York aii<l Pt iinsvlvania Rwv. 

' BiilValo. 

13 



12 

'IV'tal. 

i 


(i. (IH' ^Ir. Kenn'kdv.) Do tliosc tank-lino companioH, outsldo of the tank line you 
aro spea'kinji for, earry oil for the Standard Oil OompanyV—A. The Staridard Oil 
('tanpany whip, as far as tliev can. in Union Tank Line earn. They d<> use outside 
cars when they can not get tlie rriion tank ears, and mvd lluan. 

(L Now, tile testimony is tiuit tfje Standard Oil Com]»any <io pretty nearly !>0 per 
c*‘nt of the hiisinesH in tln^ Knited Stales, and it would look a little cu.ious that they 
coukl do tliat husiness with -K) per <‘ent of tlie tank-lim‘ «'ars of the country, unless 
(hey were tising the cars of some other company to some extent.—A. The explana- 
(ion of that is that the tank cars used hy otlier itidividiials an* not confined to the 
use of petroh'um, hut their taidv cars receivi' exactly the same mileage basis as is 
[>ai<l to the Union Tank lane Company; and that cojtipany, J say, as vice-president 
of it, has shown an average earning of 1.1 per cent jku* annum, charging off nothing 
for depreciation. It ought to be borne in mind in connection with (he Union Tank 
Line that, owing to the fact that <lnring lin^ summer the consumiition of petroleum 
is small, a large part of the <'<pii[»ment of the Union Tank Line Company is idle, and 
during tliat time is earning nothing wliatever; and at other times the voluiia^ of the 
laisiness nxpiires the whole number of <“ars owned. 

(L (Ry Mr. Jrnkh.) What did you sav is Ifie mimlvr of eans owned hy the Union 
'Umk Line Company?—A. Five thousand eigiit hujidn'd ainl lifty-one, Nov(*mlx‘r 1. 

SICVKN MILLION DOLT;ARS REBATES FROM ATCHISON, TOPEKA AND SANTA FK RAILROAD; 

NONE TO THE STANDARD. 

Regarding tlie statement that in 1804 an expi^rtaecountantiliscovered that$7,0(X),000 
in rebates liad been paid hy the Att!liipon, Top(‘ku and Santa Vo Railroad,* I would 
say that the Stundara Oil Company did not receive (me dollar of this money. 

WHY THE UNION TANK LINE COMPANY CONTINFEH TO DO BFSINESS WITHOUT PROFIT— 
WHY A SEPARATE OR<L\NIZATION. 

0. fliy Mr. CoNOER.) I should like to return for ii moment to this matter of tank 
curs. The statement made would indieat(^ that that wiw very far fnnn Ix'ing a profit¬ 
able business. As I un<l(‘rstand, it has been <'ontinuod hy this company f<^r a period 
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of yoars, and I wonUl liko to ask upon what theory you are able to induce the sto(;k- 
hoidera to continue tlieir investments and make a<iditional investments from time 
to time as would seem to in* necessary.—A. The answer is simple: the tank car is 
a ne»:egsarv facility in the economical ilistribiition of tadroleum and its produ(‘ts. It 
is one of tfie means by which ww are enablcil to sliip oil (‘heaply and 8U[)ply it 
clieaply. For that reason the inv('stmeut, as you sets in the Union Tank Line (Com¬ 
pany is a j^rofier one, for the Union Tank Line Conii)any is the necessary arm of the 
ladroleum bu.'^iness. 

Th(‘ owners of the Union Tank lane Company, to a laixe extent, are the same 
as the own(‘rs of the Standard Oil (knnpnny?—A. You see- 

Q. (By Mr. X'\\RQUiiAa, inlerruptiny:.) Js it not of just the same character as horses 
and vans and other things that an^ iise<l in distribution? You can not expect a profit 
out of it, but it is an incident and a condition that you can not escape from in aistri- 
bution.—A. It has been one of the most m'cessary parts of the'buainess in distrib¬ 
uting economically the products of petroleum. 

Q. (By Mr. (.\)N'(iEK.) If you regard it in the same light as you do Jiorses and 
freight wagons, why is the business condinded by an indoj)endent company—by the 
company called the Union Tank Line Company—and not by tlu! Standard Oil Com¬ 
pany itself?—A. The Union Tank Line Company is simj)!)' a (•or{)oratiou that «jwna 
tank cars. 

(i. What is the purpo.se or a<lvantagt‘ of the s(*])arate organization?—A. I am not a 
lawyer. 

Q. You do not need to he a law’yer to an.swcr a (juestion like that, if you choose to 
answer it; it is a business question, not a (jUestion of law.—I <lo not refuse to 
answer it. The Union Tank Line Company has been formed to own and run these 
cars over the varioas railroads of the United Siati's for the tninsportation of oil. 

Q. Y’ou have testified that ther(‘ is no profit in it at all?—A. I do. 

Q. What 1 am trying to get at is whvit is continued as a separate organization 
instead of by the 8tandar<l Oil Company itself directly?—A. W(‘ll, if it is profltalile 
or unprofitaiile, it wouhl make no differene(“ whi'tlim- it was eonductetl in the nanui 
of the Union 'rank Line (’ompanv or in the name of the Standard Oil (^mipany; but 
it was formed under the naim'ot the Union Tank lane (\»m)»any. and 1 say it is a 
necessary adjunct in the distrilaition (*f petroleum, and it is tlierefon^ continiK'd 
although it is not profitalde. 

Q. (By Mr. 8mytii.) I supposes the stock of the tank line company can be bought 
inde|K.‘ndeiitly of the stock of tlu^Standanl Oil Company?—.\. I do not know. 

Q. I mean it is li.sted for sale?—.V. It is a si'parafe company. 

Q. If a man l>ecomes a stockhold(‘r in tin' Union Tank Lim' (^nnpany, does he 
necessarily become a .stockhohler in tin-. Standard Oil (’oinpany ?—\. Xo; I do not 
understaml lie does. 

Q. (By Mr. Kennedy.) Jn what Slate is tin' Union Tank Line (Vniipany incorpo¬ 
rated?—A. In New Jersey. 

ti. Does the Interstate ComnuTce Commission (‘xi'rcise control over it like any 
other interstate trans]X)rtation company?—A. \Vhy, Iin'verheard that the Interstate 
Commerce; Commission had control of [)rivat<‘ car liin's. No; this is a <‘ar line. 

Q. (By Mr. S.mytu.) It <loes not make rates?—A. It has no rati^ or payment like 
a mil road. 

Q. (By Mr. Kennedy.) It does not conn'under the contnd, then, in any w'ay of 
the Interstate (-ommerce Commission?—A. No; no mor<'than the diessed-beef cars 
or Pullman cars or refrigerator cars or any other [irivati^ cars. 

Q- (By Mr. Fakqi’hau.) In the building ainl running of your tank st<'amMhi]>s, is 
that done by a separate dejiartment t)f the Standanl Oil, or is it the Standard Oil 
it,s(*lf’—A. [ do not knowm enough to answi'r you in regard to that. 

Q. (By Mr. Jenkh.) The I'niou Tank Line Company has notliing to <lo w’itli for¬ 
eign sldpments?—A. No; nothing wliutever. 

Q. (By Mr. Conokk.) Referring to the number of stockholders in this organiza¬ 
tion, do yon know whether they are many or few, three, four, or jiv<*, or sevi'ra! 
hundriM]?—A. Of wliat organization? 

Q. The Union Tank LliH'Company.—.V. I think then; are a great many; .1 do not 
know. I have never kefd the books; tlio secretary couhl say bow many stockhohlers 
there are, but I do not know. 

Q. Do you know, or would you care to testify as to tlie salaries that are paid the 
officers or the com pan v? 'rhe point. I am gelling at is this, that if such an organi¬ 
zation is continued ami continues in business vvfn*n that husim'ss is so miprofitabh' 
as you testify, it seems to me that there must be .some; other way than through (he 
distribution of dividends to make it profitabk; to its officers or stockliolders.—A. I 
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think I have mado that clear, tliat the tank i^ar i.s a nei^esKury juljuiu't in tlu^ iuHro- 
lenm business. 

Q. Well that is-. —A. ^InteiTuptinji.) And is necessary in enabling the 

Standard Oil Company to distribute the products of [letroUuim e(;onomically 
throughout the UiiiU'd States; ami liy (‘conomioally disti’ibuting, it lias increased its 
business—the Standard Oil Company's. Kow, that the tank-car line itself only 
shews, aa I have testified, a return <ni the investment of 4^ per cent is no reason 
why it Hlioiild be discontinued if it is necessary. 

By Mr. Boyi.e. May 1 consult witti the witness? 

By Mr. Clarke. What is tlu‘pleasure of the commission? 

By Mr. .Karquhar. Then^ is no objection at all. 

(>Ir. Boyle consults with witness.) 

Q. (By Mr. Conoer.) How long has this Union Tank Line Company In'cn in 
business or in operation?—A. Since IStM, when tlie company was formed. 

Q. The point T was getting at is the advantage that the Standard Oil Company 
gets by having this Union Tank l.ine Company eontimie in business. Does the 
Union Tank Line Company do it simply througii [diilanthrupie or generous motiv(*s 
toward the Standard Oil Coinfiany?—.\. 1 have testified that my knowledge and 
lielief i.s that the present owners of the Ibiion Tank IJne Company and the 
Standard Oil Company an' the same. Now, those owners tliink that the tank ear is 
necessary in tlie comluct of the general business, and tlicri-fure eontimie in the use 
of those ears undm* the name of the tbiion Tank Lim' Company. 

(h AWll, that jRits a little different light on it; I understood you to say that they 
were not the same in iill respects?—A. You misunderstood me: I said that they 
\vere different corporations. 

(h Now, then, do you know of any ri'ason.s why the o(li< uils or ofrK‘ei>i of the 
Standard f)il Company should prefer to <ip«Tat<‘ this as an indefx-ndent ixmipaiiy 
insteml of by the Standard direct ?—\. J do not. 

(2. (By Mr. .Fenks.) When you speak of the Stamlanl Oil Company are; you think¬ 
ing of om^ company or lh(‘ several Standanl ( )i] Coiiijianies?—A. I am speaking of 
the eoni])any, as it is generally known, as one c(unj)ajiy. 

(h Is this eompanv that you are s|)eaking of in that way leehnieally ami legally 
one company, or is itsiw'iwal -twenty-five different eomjianies?—A. I do not know 
that I am eomjietent to answer as to that. Tlu>n* has hi'cn recently formed, as you 
know, the Standaid Oil ('ompaiiy of Ni‘W .Tersiw, which, as 1 understand—1 had 
rather rancid that answer. 1 do md know; that is all. 

Q. You had intimated soim* little tinii' ago that there ueri* probably some legal 
reasons whieli you yourself di<l not know about, for having this Union Tank Line 
(yomjiaiiy organizeil as a se[>arate corporation. I'erliaps in thi^ same way there are 
some legal reasons why the Standard ()il Coiiijiany, wliiidi we speak of sometimes us 
one, was organized as several different eoinpanies. I had thought it possible that as 
long as the Union Tank Line Company was serving so many ilifl’erent eoinpanies it 
might be a convenient matter legally for it to bas e its separate organization, and I did 

not.know but you bad-A. (Inti'inipling.) I am very iiimdi obliged for the sug- 

gestiiui. T have no ilouht that that Is the reason: that the Union Tank Line Com- 
])aiiy, as asenarate corporal ion running its ears all over (he United States, is in a better 
position to do so than if thos(‘ cars were owned hv the Standard Oil Company that 
was doing the inanufaeturing or the markiding business. 

Yon also had .suggested (hat it was largely a matter of hookkeejiing ladweeii all 
tlu'so different companies?—A. Widl, I did not mean to convey any smdi iilea. I 
did mean to say tins, and that is all 1 can say about if, that the Union Tank l.ine 
Company is a separate eorp<»ration, and serves all these companies in I'urnisliing tank 
ears for shipment. 

Q. (By Mr. Kennedy.) Have the tank ears that the Union Line own.s been pro¬ 
vided with air brakes and couplers in eoinplianei- with the interstate-conimeree 
law?—A. They have. 

th Consequently they are an instrumentality of intei-state eommeree?—A. The 
t'ars are used in interstate comiiK'ree, >es, ami would !h> subji'ct to the genend order 
requiring irars used in iiitemtate eommereii to he i‘(juii»i)ed with air brakes and 
couplers. 

il I a^ked you those questions Ikhwisi^ you said in reply to a question of mine a 
little while ago that you did not know that a eomjiany like that was subject to t’he 
Interstate Commeree (knnmission.—A. As 1 understand that, yon refer to requiriag 
cars used in interetate trailiit to bc! equij)[H‘d with safety appliances, and tliat is not a 
part i.)f that law. 

Q. It is put under the Interstate (k)mmerce tkmimission’s supervision.—A. It is? 
Then to that extent they are. 
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TIIU TANK link’s ONLY INCOMK IS ITS MILKAOK—IT PAYS NO COMMISSIONS. 

Q. (By Mr. Smyth.) But tlicy arc not under the jurisdiction of the Interstate Com¬ 
merce Comniis.sion in reference to fixing rates, because on tfiose cars the railroads fix 
the rates.—A. V\’e simply carry tlie oil and receive the mileage, the same as the rail¬ 
roads pay all other fank-oir-line owni'rs. 

Q. (By Mr. FAiuiUiiAR.) Poivs not your company stand in the same relation as the 
other private cars in this country?—.A. Exactly. 

Q. Paying exactly the same as the other cars do?—.A. Exactly. 

Q. (By Mr. CoNOKH.) I would like to inquire if the witness can tell whether the 
Union Tank Line (Vimpany pays commissions to the Standard Oil Company for 
freight carried?—A. They do not. They get nothing from the Standard Oil Com- 
[lany; the only thing that the tank-line company gets is the niijpage they receive 
from the railroads when they run their cam over the line. 

Q. 1 think you misunderstood my (piestion. Does the tank linecompany pay any 
of its earnings to the Standard Oil Conqiany as a commission for getting its busi¬ 
ness?—A. Not one dollar. 

Q. Would you care to state the salaries paid to the officers of this tank-line com¬ 
pany; are they large?—A. 1 should say they are small. I should prefer not to say 
whatiny salary is or what the others are, hut I would say they are not exorbitant. I 
am not afraid of its making too large a showing for the llnion Tank Line Company, 
but I think they are small. 

Q. The point is this: 1 think it has been testified to lieforc this comniission that in 
the opinion of several very prominent and highly respectable railroad men this rate 
of threi'-quarters of a cent, a mile ought to bi' profitable for the owners of the cars, 
and the testimony that you liave given hero this morning seems to me remarkable; I 
have been trying to get at the disposition of the earnings of this company.—A. If a 
car was ci.mtiniied in constant use throughout the year on long trips, it might Imi; but 
I tell you honestly that my statement that 4J per cent is the aviwage earning on the 
inve.stnient of the Ibiion Tank Line Company is the exact truth, without any manipu¬ 
lation of the books to make a salary or a liig earning. We have been, for instance, 
in the last 2 years at an expense of $1?5 on each car for these automatic brakes, air 
ijrakes, and the automatic couplers; and that SI'J.o on each car docs not bring us back 
1 cent. 

Q. Oh, that is probably true; in addition you testified that in your opinion there 
are conditions .surrounding the u.se of the.se tank cars that would make the business of 
owning and operating them less ]irofitable than the owning and operating of cars in 
use the year around?— A. Yes. 

Q. (By .Mr. A. L. IIahiiis.) What allowance is maile by the .‘standard Oil Company 
to the I’nion Tank Line Company for hauling its oiC—.\. Nothing at all. The Union 
Tank Line Company gets its pay and its only pay from the railroads over who.se lines 
the car travels. 

Q. That is all the pay it gets?—A. It jiays none (jf its earnings to the Standard Oil 
Company, nor does the Standard Oil Company pay any of its earnings to the Union 
Tank Line. 

Q. (IW Representative Loiiimeh.) The majority of the stock, I understand, of the 
Union Tank Lino Company is owned by the principal owners of the Stanijard Oil 
Company; is that correct?—A. I do not know in detail. 1 believe, and I have stated, 
that the owners of the Union Tank Line Comiiany and tlie owners of the Standanl 
Oil Company are the same. 

Q. What this comnii.ssion sixuns to he trying to get at is why a corporation of that 
sort should be organized and run without a iirofit. Now, it seems to me that for some 
reason of their own, the large owners of this company have organized the Union 
Tank Line Company for the purpose of running that company in the interest of the 
Standard Oil Company, and they gid their profits by way of dividends on the Stand¬ 
ard Oil Company’s stock; is not really that the relation?—I have testified that I 
Ijclicve the owners of the two propi'rties arc the same, and that those gentlemen 
think that the ownership and the running of the tank cars is a necessary ailjiinct to 
their general bii.siness, and therefore they continue it. 

Q. ’iron probably are not in jsisilion to testify that they intend to earn that profit 
without making the profit directly out of that company, but to get their profits out 
of the other company’?—A. I can not say ivliat their intentions are; 1 only know the 
reault of the running of the Union Tank Line Company. 

Q. Of course, there does not seem to be anything in connection with the Union 
Tank Line that is worth hedging alKuit'?— A. 'Ttiere is not. The inference that Mr. 
Rice tried to draw and the statement that he made to the commission was that this 
mileage returned to us the cost of the car every.'! years. 1 say to you that fork 
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years that company has shown an average earning of 4J |)er cent. Mr. Rici' evi¬ 
dently intendeu to convey the impression that Hint mileage was unfair and unrea¬ 
sonable and intended as a freight <liscrimination on the Standard Oil Company’s 
shiprnenta; and I give you the results of the operations of that company to deny JVIr. 
Rice’s allegation. 

(i. Do you know whotluT or not any of this stock is held by persons other than 
those who own Standard Oil Oonifwiny stock?—A. Yes, I do. 

Q. You know tliat it is lield by others?—A. Yes. 

WhenMiiwn, at 1 p. in., tlie coinmi.s.sion took a recess until 2 o’clock p. m. 

The eommission met at 2.10 p. m., jnirsuant to recess, (bnimissionor Clarke pre¬ 
siding. 

(By Mr. Ci,arkic.) Tiie commission will be in order and the examination of Mr. 
Pag<^ will be resiiine<l. 

Mr. Howard Page again on the slaml aiul examination resnmoil. 

now MK. KICK (iOT TIIK “TI'RK ANOTIIKK SCKKVV” LUTTKK. 

Q. (By Mr. Smy'tii.) Mr. Chairman, T shouhl like to ask Mr. Page aquestion. He 
has testified in reference to the Ches.s-(’ar)ey “turn anotherscrew” letter to Mr. (7ui[>, 
wlu) was at that time geneml manager of the Louisville and Nashville Railroad ami 
is now tratTut manager of the Southern. I want to ask Mr. Pag(^ if lie knows how 
Mr. Rice i-anie into the po.s.session of that original l<‘lter, written by Mr. (’arley to Mr. 
Culp?—A. My infonnation and belief is that Mr. in making some shipments 
aft(‘r tlie time of tlie shipment which was referrisl to in that letter, wjw charged tlie 
regular tariff rate, wd»i(h all other shippius were jiayiiig ami whieli was more than 
lie jiaid on that shipineiit. He made a ihiim on the later shipim'nt, claiming the 
sam<‘ rate as had bemi pai<l on the shipment which Chess, Carley Sc Co. complained 
of. Tlie claim was sent, a,s I understand, in the regular way to the railroails, and, 
as is eustoinary with railroads, the billing of the car and the correspondence in (!on- 
jUM'tion witli the shipimmt were all gathere<l tog(‘ther in om^ foMer, and attached to 
lliis fohhT was tliis letter written by Mr. Hatliaway. That letter was attached to tiu' 
pajiers and the claim when it wius retiirne<l to Mr. Ric(? with tlie claim refuse<l. He 
got that h'tter in tliat way. It showed tluit tlici railroad |aeopledid not construe it 
in anv sueli way as Mr. Rice, has triwl to put it, iK'cause if tlu^ liad tlicy certainly 
woulA not liave sent it broa<.lcast and athielied it to the pajK'rs and sent them back to 
Mr. Ri<-e. 

i}. Mr. (.’Ul|i, T believe, testitio<l that lu- never had seen the letter personally?—A. 
He t(‘stilied in tlie proeeeiiings before the Bacon committee in IS88 that he had 
neviT seen the letter, and if he lia<l lie wouM have midenstood it as lia.s lieen 
explained, that it was simjily calling attention to an error, and that Mr. Hathaway 
u.sed tlie same expression that was current in the Louisville and Nashville office when 
an error occurred, that the machinery was loose ami ought to he tightened up. 

There was apparently no intent on ilu^ part of tlie Louisville and Nashville 
ofliiaals to HUppre.ss tlie letter or destroy it; it was handled in the ordinary course 
with the jiapers in that case?—A. Exactly. Ami I miglit further a<ld that Cliess, 
Carley Co.’s offices in Louisville at tlie time tliat letter wa.s written were at the 
corner of Fourth and Main streets, and (he office of l\lr. (^ilp was on the conuT of 
Second and Main streets, tw<i sipiares away; and 1 think if itlia<lever liecm iiitende<l 
that an order was to be given to the Louisville and Nashville roa<! to ailvance rates 
in any such way as Mr. Ri<;e has tried to show, ii letUu* w<Mild not hav(< lx‘en written 
tliat luul to go only two H(jUHres. It would have been attempted in some other way. 

(By Mr. Okaiikk.) Mr. Page, you may resume where you left off. 

“ghost trains.” 

Mr. Rice refers to ghost trains as a means of disc:rimination in favor of the Standard 
Oil CJompany.* I wish to say that the Standard Oil Company has never shipped a 
{)ouml ot freight on such a train, even if there has ever been such a train in existence, 
whicli we doubt. 

NI'XIOTIATIONS FOR SALK OK MR. RR'R’H I'ROI’EKTY. 

Mr. Rice statics that Mr. F. B. Squire, of the Standard Oil Company of Ohio, made 
him an offer of $250,000 for his oil propertios.^* 1 beg to offer an affidavit from Mr. 
Squire denying this, and affirming that Mr. Rice offered hiin hisoil projierties atone 
time for$24,000, and several years afterwards Mr. Rice again offereil to sell hisoil 

1 See pp. 740, 711. *8ee ]>, 760, iimt Mr. ArchboUl, p. 563. 
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properticfl and stop prosocutions, etc., for the sum of 1250,000; and offered to give 
Mr. Squire $.50,000 of this sum if he eould bring alK)ut this sale. In other words, 
Mr. Rtoe offered to pay a i>art of the money that he was to receive from the Standard 
Oil Company to an imiployee of the Standard Oil Company if that employee could 
bring about the sale of the property to the Stamlard Oil Company. 

(By Mr. FAaaciiAU.) Had you not better read that affidavit? 

Witness read the affidavit as follows:' 

“State of Ohio, Cmmiij of Cuyahoga, .w; 

“On this 1st day of December, 1899, (XArsonally appeared liefore me, F. B. Squire, 
who, being duly .sworn, depoaeth and snith that in the tall of 1876 I lived on Forty- 
second street, New York Citv, and while there 1 was introduced to Mrs. George Rice, 
who stateil that her husband wanted to sell his oil property, consisting of jiroduction 
of crude oil, storage tanks for .same, pipe lines, and refinery. The result of the. con¬ 
versation wa.s a 80 days’ option, which she .secured for me to present to the Standard 
Oil peoiile for $24,000 for the entire proiierty. 1 presented the proposal to the 
Standard p('o|ile, but it was promptly ileclined, they claiming it was only worth half 
the money. 1 so advised Mrs. Rice. She stated that the Standard Oil Company 
would be sorry. 

“1 met Mr.'Rice several times alter thi.s, and be kept urging the matter. In the 
summer of 1.8,81 or 1882 he inviti’d me to meet him and his wife at Asbury Dark. I 
did so. They there made me an offer to sell the property, stop all prosecutions, and 
be friendly with the Standard Oil (tonipany for $2.50,000—$.50,000 to go to me for my 
good office if 1 could firing it about. T reiiorted the result to Mr. Arehbold, including' 
tlie offer to me, and it was immediately declined. I advised Mr. Rice, who called 
at my office tlie next <lay, and he stated that the compauv would regret this act. 
Immediatelv after this Air. Rice publisht'd the pamjihlet calleil ‘Black Death.’ 

“K. B. Squire, 

“Sworn and suliscribi'd before me the date afore.said. 

“rsEAn.l h'. \V’. Dothmav, 

“Notary 

Q. (By ifr. FAnqi-nAR.) Is there any Avay of inipeiudiing the credihility of the 
man Avho maki'S this affidavit?—(No answer.) 

Q. (By Air. .Smvtii.) Is he still in the employ of the Standard Gil Company?— 
A. A'es. 

tj. What position does he occupy?—He is one of the officers of the .Standard 
Oil Company of Ohio; whether vice-president or treasurer, 1 do not recall; but he is 
an officer of the Standard Oil Company of Ohio. 

th Occupying a position of trust and responsiliility?—A. Yes. 

tj. He lives in Ohio?—.\. Yi-s. 

Q. (By Air. A. b. Hakris.) Of the former Stanilaril Oil Company of Ohio; have 
you a Standard Oil Com|)anv in Ohio now?—A. Yes. 

(i. Of Ohio?—A. Of Ohio, 

Q. Organized under the laws of Ohio?—A. Ya's. 

Q. Doing businc,s,s in Ohio?—A. Yes. 

Q. As such?—A. A'es; he is the man Air. Rice refers to as having made such an 
offer. 

Q. (By Afr. Claeki;). Did Mr. Rice increase the capacity of his refinery and the 
value of his |iroperty Ixitween the time.s of those two pr'o]>ositions?—A. I do not 
know. 

No KUEKillT eONCESSIOVS IN VIOLATION OF THE INTEIISTATE-COM.MEItCE LAW. 

In the foregoing I have tried to pick out and deny positively the different allega- 
fions made by Mr,' Rice in regard to freight discriminations by various devices, which 
railroads, lioth prior to and since the passage of the interstate-commerce law, have 
given to the Standard Oil (lonqiany against himself and other oil shippers. I would 
say that since July, 1889, as vice-president of the Union Tank lane Company, I 
know the fact.s regarding the freight businesH of the Standard Oil Company, rates, 
shipments, etc., with the various railroads of the United States. I wish to deny isjsi- 
tively that during that time we have received any rebates or concessions from tariff 
rates contrary to either the letter or spirit of tlie interstate-commerce law. While 
from Air. Rice’s testimony one might assume that the oil tonnage of the United 
States was about the only tonnage transported, yet the total consumption of oil in 
tons in the United States is less than one-half of I per cent of the total tonnage moved 


' Original afliilavit nied witli llio cominimiyii. Sec Mr, Klee's iiffidavlt in rebuttal.p. 793. 
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by the railroads of the United States, and it is absurd to cither argue or conclude 
that so small a percentage of the traffic moved by the railroads of the Unih'd Slates 
should be of such controlling influence over railroads and their officials as is so often 
alleged by Mr. Rire. 

I wish to present a letter to Mr. Moseley, secretary of the Interstate Coinineree 
Coinmi.saiqn, dated December I, and his reply of December fi, 1899, in wdiich he refers 
to the stati.stics compiled by the Interstate Commerce Commission for the year end¬ 
ing June .80,1898, showing that the tons carried by the railroads of the United Stales 
were 879,000,307 tons. The total consumption of |K>troleinn produced in the calendar 
year 1898, from the very best sources that can he obtained, was a little less than 
24,000,000 barrels; 24,000,000 barrels is (equivalent to about 4,000,1X10 tons, and 
4,000,0(K1 tons is less than one-half of 1 [icr cent of the total tonnage carried by the 
railroads. 

“Dkckmiikk I, 1899. 

“ K. A. Mosei.ky, Esq., 

“Sem’kiry, InlemtcUe Commmr Commm-ion, Wasliinglon, D. 

“Dear Sir: In the advance cojiy of your twelfth annual report, dated Jannarv 11, 
1899, you give the earnings of the railways of the. United States. On iiag(! 79 of'this 
report you say that you have return.s of 720 lines, rei)reaenting 97 perermtof the 
o|x'rated uuleage in the United States. You then show that of the earidngs there 
was $874,8().'),487 received from freight service. 

“ 11a ve you any tonnage figures showing the nmidterof tons carried by the rail¬ 
roads which earned this $874,000,000? If so, I woidd he very much obliged if you 
would advise me of the number of tons (2,000 pounds t(') the t.on) at your early 
convenience. 

“y(mrs, truly, “ How aro Page.” 

“ Interstate Commerce Commission, 

“Oeeice oe the Secretary, 
“Waslihn/loii, Demnhcr i:, 1K99. 

“Mr. IIowARn I’AfiE, 

“:?(> Ilrodiimnjf New I'orl, N. U. 

“Dear Sir: 1 beg to acknowledge the receipt of vour letter of the 1st in.slaiit, 
requesting certain tonnage information txaring upon the freight earnings of railway.s 
as sliown in the advance ciqiy of the Twelfth Annual Report of the Interstate ('om- 
meree Commission. In reply, 1 would say that we have not the exact tonnage figures 
referred to, as such data are not conqn'Ied for the pridiminary re|iort. 

“On page 07 of the advance copy of the ‘Siati.slics of Railways in the United 
.Plates’ for the year ending June 30, 1898, |.on.s carried as reported are shown lus 
879,0011,307; tons carried 1 mile, 1 ]4,077,.')7(),30.5. 

“A copy of the volume referred to is sent you under a separate cover, page 07 of 
which is attacheal hereto. 

Very respectfully, Enw. A. Mo.ski.ev, .SV-erc/m-;/. 

Mr. Archbold filed here with you letters from about 20 of the principal railroads 
of the United States, in wdiich, without excejition, they stated that since the passage 
of the interstate commerce law, no concessions or allowance's from tariff rates had 
been iHade to the Standard Oil Com|iany in atiy manner or form. It is impo.ssible to 
bidieve that men of the character ol President Callaway, of the New York Central; 
President Newman, of the Lake Shore; President Mellen, of the Northern Pacific; 
Mr. A. .1. Earling, vice-president then and now fircsidentof the St. Paul Road; Pres- 
iihmt Burt, of the Union Pacific; and the chief traffic oliicials of lines like the Bur¬ 
lington, Pennsylvania, Baltimore and Ohio, Cleveland, Cincinnati, Chicago and St. 
Louis, Atchison, Topeka and Santa Fe, Southern Pacific, Ltmisville and Nashvilh', 
Boston and Maine, and other railroads whose letters were presented, would all 
unanimously state that we had olieyed the law, both in letter and spirit, if the facts 
were to the contrary.' 

We nught be asked why (in view of the known fact that some of the railroads, 
.since the passage of the interstate commerce law, have (raid rebates to large shijipers) 
we have not received same. We have not done so Ixxause, in the first place, it was 
against the law,'' and secondly, tiecause we knew from past experience that if we 
riweived cut railroad rates other oil shippers would receive the same, and we felt, as 
we now feel, that from a business standpoint alone it has been, and is now, to our 
interest to have tariff rates maintained. 


' See Mr. Emery, pp. 634. 642. 613. 

"See tile decision of Judge Uaxter, p. 707, twttom; p. 708, top. 
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The fitanilard Oil Company does not need any freight advantages to maintain its 
husineas, and all it wants is to he rerjuired to pay the same rates as other oil shippers 
from and to the same points. 

THE STANDAIiD’s ADVANTAOU IN lIAVI.Nd MANY niSTUlBUTINO TOINTS—THE CONSHMER 

GETS THE BENEFIT. 

In refereiiee to Interstate Oommeree Commissioner Pronty’s remarks in regard to 
the Standard Oil Company, when Mr. I’ronty apiiearod before tlie Commission early 
in Oetoher, which testiiiK/iiy I heard: Coimnissioner Prouty’.s arguments .seem to he 
to the effect that the Standard Oil Company had advantages, by reason of having its 
refineries and distributing plant.s at Chicago and the Atlantic sealiogrd, as well as at 
Lima, Buffalo, and other middIc-Stale iioints, as comparwl with a refiner who had 
his works only at Cleveland or in the Pennsylvania oil regions. We admit that by 
having refineries and distriimting idants at Chicago for the West; at Buffalo, Lima, 
and Parkeinbiirg for the middle Slates and the South, and at the Atlantic seaboard for 
the East and New England, we have decided advantages over a refiner who has his 
works only at one point, and who tries to compete with us in selling oil tbronghout 
the country. We claim, however, that such an advantage is a fair one, and can not 
he overcorne by any fair or reasonable adjustment of freight rates. We further claim 
that by having our refineries and distributing |ilanls located at various )ioints through¬ 
out the country, we can and do di.slribute more cheaply and sell the oil at a less cost 
to the consumer, and it is more to the interests of the country at large for the con¬ 
sumer of oil to get it at a low cost than it is to try to fix freight rates on any basis 
that will ]>ermil one manufacturer at one point to distribute his jiroilucts throughout 
the United State.s. 

That, gentlemen, closes all that T have jirepared. 1 am perfectly open and glad lo 
answer any (luestions you gentlemen have. 

ADVANCE J.V CANiniAN FREIOnT RATES. 

Q. (By Mr. .Texks.) We had some lestiniony hero a little time ago with reference 
to the freight rates on American oils from the lluited States into Canada, in which it 
wa.s said that very lately there had been a very decided increase in the freights on 
American oil going into Caiunla. This was thought to be much to the disadvantage 
of those who bad to ship oil from the United States into Canada;' can you explain to 
tts that matter of freight rates? -A. I can say that I know there was an atlvance in 
freight rates from Detroit and Toledo and Buffalo and other frontier points on oil 
from the United States into Canada. T can further add that we pay tlnise atlvanced 
rates, and that wo ship 80 per cent of the oil that is exported from the United State.s 
into (lanaila. We therefore jiay four times as much as all the balance of the oil shii)- 
pers together. 

(J. What proportion of yotir .sales in Canada are shipped from the United States, 
and what proportion are sales from the Canadian product? I understand that the 
Standaril Oil Company owns practically all of the Canadian refineries."—A. I do not. 
so understand it, and I do not know the relative shipNient.s from the United States 
compared with tlie consumption of oil manufactured tn Canada. J do know, thotigh, 
that shipments from the United States into Canada have increasisl in the last year; 
in tact, since that advance in rates as compared to the old situation.’ 

Q. Do you know' what ])ro]x)rtion of the refining industry of Canada is owncsl by 
the Stantlard Oil ComjranyV—A. No; 1 do not; 1 do not know that the Standard Oil 
Company owns any interests in Canada. 

PENDING SUITS FOR ALLEGED FREIGHT DISCRIMINATION—CHARGES ON OIL IN DARRELS. 

Q. We have had some evidence with reference to suits that were brought against 
the railroads by independent refiners in western Pennsylvania, in which they claimed 
that the railroads had Is'on dealing unfairly with them in the charging of freight 
rates—suits that are, still fsmding;* can you tell us anything with reference to those 
suits?—A. I do know that several years ago—I do not recal 1 how many—the 1 nterstate 
Commerce Commission decided that the weight of the barrel, when loaded with oil, 
should be carried by the railroad free. In other words, they should not charge for 


1 See Mr. Wcfilgalc, pp. 378, .379; Mr. (Jail, pp. 073-C77, C80, C82-(i85. 
«See Mr. Gull, p. 673; Mr. Arthbolil,p.r,73. 

8See Mr. Gall, pp. 677,680. 

Mr. Lee, p. 287; Mr. Westgate, pp. 379, :t80: Mr. Archtxild, p. 616. 
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the barrel wlien it contaiiKHl oil. An order wjis entered to tliat effect, wliich the rail¬ 
roads de(^lined to obey. The Interntate (’oinmerce Connnission have since Unit time 
gotten ROine evidence from the plaintiffs in that ease as to the volume of their sliij)- 
monts in barrels within a certain period, and fixed the amount of <lamag(‘i^ which they 
claim the railroads should pay back to tho.se shippers of oil in barrels. The railroads 
also declined to pay that, and that ease is now, I believe, befon; the United States 
Court in Pittsburg ami is still pending, f would say in eorifjection with it tfiat at the 
time when tim shipments were jnade in barrels by these jdaintiff.s and the rate of 
freight was charged on the weight of tlie wood, tin; Standard Oil (’ompany was mak¬ 
ing shipments of oil in barrels ari<l paying for the weight of the wood. In other 
wonls, there was no <lifferenee, in the rule or tin; rate that was applied on (fie ship¬ 
ments of the ]>laintiffs and upon tlie slii[>ments <»f the Standard Oil (Company. 

Q. Was (his custom of the roads om; that was hrouglit about in any way, to your 
knowledge, by the action of the Standard Oil Company ofllcials?—A. 

il. What was it?—A. In the first decision of the Jnterstatt' (’ommeree Commission 
in regard to the relative rates that should he charged on oil in haiTels and oil in tank 
cars, tli(^ commission decided, by dudge^ Cooley, that (lie rale i)er 100 jiouiids in car- 
hmds, on oil in tank cars or on oil in barrels, including the weiglitof the barrels, should 
he alike. The railroads adofited that order. Tlieii on the second ca-se, after Judge 
Cooley liad left the bench, some other commissionm- <lecided tliut the barrel sliould 
la* earned free; and that the railroads declined to h>llow. 

Q. Tin* eoimni.Hsion praetieally reversed itsown decision?—A. Tlnw tried to reverse 
their own division liefore (In^ United States circuit court at Pittsburg. 

(C ! say, ]uaetically revers<*d its former decisions?—A. Yes. 

(j. Put it was under the first deeisiiai (hat the charges were made?—A. Under the 
fiisi deei.shm that tin* charges were made. 

TIIK MOST OC TEIK STANUAHO’s OIL IS I'lNALl.V DISTKnmTKO IN IIAUKKLS. 

(C Do you recall what projvrtion of the shipments of the Standard Oil ('ornpany 
at (hat time, before (he second decision was rendered, was in tank ears, and what 
in harr<*ls?—A. Youripu'stion involves tlu; whole country; and I should say lliat (he 
shipMK'nts, as a whoh*, of tlu^Slandard Oil Cmnjiany in barrels exceed (heshipim'iits 
of (he Standanl Oil (^)m}^any in Inilk in tank cal's; yon mn.st hear in mind that when 
tlu* Standard Oil (’omfiany ships its oil in tank cars to a distributing station, it is bar- 
reled there to a very largi* (“xtent, ami itgoi's out in harrel.s, and it is a part of the 
barrel sales of oil. I tliink I am correct in (hut statement, and it i.s tlie Ivst tiiat 1 
<'an give; tliat is all. 

(h That is so at the ])resent time?—A. It is (me still. 

(h (Hy Mr. Clahki;.) Therefore, very nmch of the oil whiiTi is ship|x‘d is shippeil 
part way in tanks and the* re.st of the way in barrels?—A. It is; when it comes to 
local country points on the line of a railr<»ad. The rule lliat the coinmi.ssion made 
then*, ifap[)lied to oil, would naturally apply to every other package that miglit he 
]>ut around any otlier commodity that was susceptible oi any other mode of 
shipimmt. 

(i. (Py Mr. Smyth.) Tailiricating oil, T su(>po.s(*, is ship[ied in barrels, is it not?—A. 
It is sliipped in tank ears to sonu! extent—yes. 

so KAK AS TIIK WITNESS’S KXPKIUENCK (iOKS, TIIK STAXDAKD NliVKK DKTATHI) P'HKK’.HT 
KATES TO UE CIIAKOHJ) TO OTIlKli SlIICPEItS. 

Q. (Py Mr. PmLLii*s.) Yon admit, Afr. Page, that the Stamlanl Oil Company did 
re(X‘iv(! large rebates Ix'foro the pas.sag(‘ of tlu* interstate commerce aert?—A. 1 admit 
that. 

<1 l<'rom your knowhxlge and belief and information?—A. My knowledges and 
belief and actual experience, Mr. Phillips, wa.s that prior to the interstate commerce 
law wti got a.s low rates as we could. 

<1. ThatamounUMl to very eoiisidi'rahlo worth to the Standard Oil Company during 
that period, no doubt?—A. It meant that wc got lower than tariff rates, tlu* sanu* us 
all other shijiwrs; not only shippi^rs of oil, l)ut all other p(‘ople. \V(' could get them 
and did get tnern. 1 can add this, tliat as far as my own expiirit'iici* goes, pi'ior to 
tlie iriterstiite commerce law, when W(^ secured lower than tariff rates, it never was in 
any instance a jiart of an agreement what tlie railroails should cliarge. Any other 
oil sliinper could g(‘t a.s low a rate as we could, or lower, if the railroad saw tit to give 
it. We attemU^l simply to onr own l)usine.sH. 

(By Mr. A. L. IIaiuiis.) That waa the universal rule of the Standard Oil Com¬ 
pany?—A. Which? 
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CJ. Not to iiitcrfeio with tlio rales of anyone else?—A. I ean only speak in that 
regard, so far as my own knowledge goes; and so far as my own knowledge goes it is 
true. 

Q. You do not know anything about the rule which seemed to have prevailed in 
what is known as the Marietta and Cleveland Itailroad, do you?—A. I have no knowl¬ 
edge of that, sir. I ladieve that ciuse has laam fully explaine<l,' and prior to the 
intiM-state-eommeree law my residence and knowdedge was confined to the business 
of the Standard Oil Company iti Louisville—in Kentucky. 

(1. The only reason that I asked that question was that you made your answer 
broad.—A. 1 answered from my own knowledge. 

Q. (By Mr. Smyth.) Do you know of any other oil company besides the Standard 
Oil Company that received rebates prior to the interstate law?— A. I do, sir. 

Q. You think, then, that it was the general custom, as far as-your knowledge 
goes?—.A. I know' it; and in some case.s we fouml where they had a lower rate than 
we had. 


WnEIlE OTHER SHIPPEHS OOT COWER R.VTES TnAN THE RTANIIAKD. 

Q. You Ix'lieve, then, that it was the general custom prior to the passage of the 
int<M'slate-commerce law?—A. That every shipper and others got th(! lowest rates 
they could from the railroads. 

Q. (By .Mr. I’iiillips.) Can you name any of those companies who received it? I 
am not doubting the truth of your statement.—A. I know it was shown in some 
otlier cases that Scofield, Shurmer & Teagle, of Cleveland, had some lower rates 
than the tariff. It has been ten years, Mr. Phillips, and I do not know that I can 
recall the names, but I recall very distinctly that in one in.stance it was shown that 
some large shippers of oil from Memjibis to Na.shville, out on the roads leading from 
there, had .“pccial rates a.s against—had lower rates than we were paying from the 
same ))oints to the same points. We found it out because jicople were selling oil 
cheaper than we were at the same points. 

DOES .NOT UELIEVE THE STANDAKl) EVER RECEIVEO A .SHARE OK THE RATE PAID UY 

OTHERS 

Q. Do you know of any instance where there was a higher rate charged to the 
indciicndent refiners than to the .Standard, and that was divided between the Stand¬ 
ard and the railroads? Is there any such h’stimony?—I do not know of any 
instance. I will .say no; I do not know of any case. In fact, I do not lielieve there 
ever was a ca.se where the Standard Oil n-ceived from the railroad a share of the rate 
that was paid by independent shiiipers. I know it wa.s not so in the territory which 
I had anything to do with, and it ha.s never been so since 1 have been in New York. 

DOES .NOT KNOW. 

Q. Yon are connected with the transportation and know something alMut the pipe¬ 
line busine.ss also of the Standard Oil Company?—A. No, sir; I know very little about 
pipe-line matters. 

Q, Do you know whether the Standard Oil Company ever placed a premium on 
oil in s[)ecial field.s where there were independent pipe lines, and by this means 
caused them to suspend bu.sine.sa, or bought them out?—A. I know nothing whatever 
as to any prices paid for crude oil. 

Q. Or about the piiie-line busineas in that regard?—A. No, sir; I do not. 

Q. Do you or do you not know' whether the Standard Oil Company opjxjsed, after 
having their pipe line to the sealtoard, the passage of the free-pi|Mj-line law in Penn¬ 
sylvania or in New .Jersey?—A. 1 know nothing whatever about it, sir. 

Q. Do you know whether the Standard Oil Company opposed, directly or indi¬ 
rectly, the United States Pipe Line in securing the right of way through the State of 
New Jersey?—A. I know nothing whatever about it. 

Q. You do not know about that?—A. No, sir; I am not connecteil with the pipe¬ 
line dc^rtment in any way. 

Q. When independent companies shippetl abroad did the Standard Oil Company 
ever obstruct ocean transportation in any way or obstruct them in getting ocean and 
steamship service?—A. Not to my knowledge, in any way. 

Q. Have you knowledge or information as to the installation plants or receiving 
tanks in Germany or other countries?—A. I have not, sir. 

Q. Have you any information in regard to the agents who transferred and sold the 
Standard oil in foreign countries—Standard agencies abroad?—A. I know there are 
some Standard agencies abroad; yes. 


■ Sec Mr. Arch bold, pi>..VV'.-.'>5'.i; Mr. Rice, pp. 706-70a 
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Q. Have you any inforinafion in r(‘j;ar<l lo tliis: to a inaii in (noniaiiy, or who was itj 
Germany, recently deceased, hy the name of Totli, whohaMdl(‘doil of iiie iiulependoiit 
companiey in Gt^rmany?—A. Never heard the nanu! before, sir. 

Q. You liave no knowletlge, then, of their ])ureha.sing all these installation plants 
abroad, almost wholly in Germany?—A. I have no knowledge. 

JiX PORTS—I'RICKS HKtJIEK ARHOAO. 

Q* (l^y Mr. Keknkdy.) Have yon knowledge of the relative valium and ]>rieea of oil 
exported?—A. 1 only know iji a general way that the (exports of petroleum products 
jfrodneed by the Standard Oil Company are in exce.SH (*f th<?ir wells within the 
United Stahls. In other words, a large share of the Standar<l Oil Company’s business 
is outside of the United States, 

In regard to lh(‘ nOative prices, I would say that the con.'^iimer of oil in the Unile<l 
Slates gets his oil for very much less than the <'orjsumer of that same oil abroad, and 
that is due principally to the fact that we have facilitic^s within the Unitcrl States for 
eh(‘aply distrilniting ihe oil t») tiie consumer that the company has not g(»t on the 
other side. Mr. Kici^ refers to the price of oil at New York for (iXjKirt as compare<l 
with the price of oil in Montana and Idaho,’ atjd tries to eonvey the idea that we sell 
our oil abroad for less money than to Ihe eonsmner within the United Slates. 1 sul)- 
mit that the pri«‘e <»f export oil at New York is tlu* price for cargoes at the mouth of 
the relinery, whereas th(‘ ]>riee <jf oil in .Montana an<l Idaho must necessarily include 
expenses of distribution. Tlu; freight goes from Chicago, for iiistanee, out to those 
Western Stub's, and eom])aring tlie price t(j the coiismner of a hai rel of oil out in tlui 
nuamtain ilistriets of Idah<> and Monhiiia with the cargo price of export oil at New 
York is manifestly unfair. 

Q. Have you any knowle<lge of the Standard Oil ( ompany .celling oil in the 
th'rman market l)elow the pointof prolit for the ))urp<>seof driving other <lealers out 
of that mark(‘t ami of tlieir h<*ing curbed in that practice hy the German Govern¬ 
ment?—A. I have no sueli kno\^ ledg(', sir. 


KCssiAS on.. 


1 have lieard, an<l 1 l)eli(*ve, lliat thes German Govi'rnment issued an order within 
the last year or S(» nMpiiring tlie railroads of (iermany, which are umier govern¬ 
mental Cimtrol, to burn exclusively Russian oil and not American. 

t^. (Hy Mr. Smyth.) Is it not a fact that tla^ great competition you have in Kiig- 
land is with the Russian oil, which is i)ack('d by tlic Roth.sdiihls?—A. Tlu* Russian 
li(‘Id is agn'at competitor of Ihe American petroleum lield. The production of oil 
ill Russia is, J believe, to-day e(iual to that of the United States, and at times has 
lieeii in exce.ss of it. In fact, 1 have known of reports of one well in Ru.'^sia that has 
produced as much as 101),()(K) harr<*ls per day, which is as much as the entire Penn¬ 
sylvania oil fitdtl in certain sections, and tlie price, 1 do know, of Russian crude oil 
is very much lower than Ihe price of .American cnnle oil. 

(h (HyMr. A. L. Harri.s.) What about its <piality?— A. Its <piality is ni>t so good 
as the Pennsylvania oil. It is more like the Ohio crmle. 

Q. (Hy Mr. Pmi.i.ifs.) Do you know whether the Russian oil is extensively sold 
now in Germany?—A. Jl is sold in Germany, and it is sold in Italy, and it is sold in 
Kiiglaml. 

Q. Isitsohl to any great extent in Germany?—.A. To as great an extent as they 
can s(dl it, sir. 

OCEAN THANSeOKTATION—FORKUiN MARKETS AND .V<JE.NC1ES. 

Q. (Hy Mr. Fauquhar.) Does the Standard Oil Comjxany own its own ocean lines 
for transportation of oil to Europe?—A. I am imt very familiar with tliat part, of it, 
Mr. Farquhar; hut I know in a general way that they do own or have an inU'rest 
in certain Imlk tank ships and also sonu^ schooners. Tin* tank ships are u.'^ed for 
the transportation of tlie hulk oil from tlu' United States to (TTtaiu points in Kuropi* 
where there are tank facilities for receiving it, and the ships are used fur the ship¬ 
ment of ease oil to the far Fast. 

Q. Gan you tell the commission how many countries in the world the Standard 
Oil Ouinpany sells its oil lo?—A. I think it would lie easier to name those that we 
do not, or that we do not try to. I think we sell, sir, all over the world; as far as 
wo can. 
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Q. Will you kindly statu the moans of transportation for tho Asiatic trade? Is 
that by steamer or sail?—A. By sail, usually, and against very severe competition of 
the Russians. They have tank steamers by which they transport tank oil from 
Batouni to India, and even to China and .lapaii. 

Q. The statement has been made that the Standard has sold Oil in foreign markets— 
in Asiatic countries—where they have had a return of only one-third of the price of 
the oil in the market itself; do you know anything about that?—A. I do not know 
a.s to that, sir. 

Q. You know nothing about tho price of oil and competition of other oils used in 
Asiatic countries?—A. I only know we have shipped oil then?, and still do, as against 
Russip competition. As to what the prices are there, I do not know; but 1 do know, 
from information and belief, as 1 have before .stated, that the consumer of oil abroad 
])ays very much more for his oil than the consumer within the Units;d State.s. 

Q- (Jly Mr- tS.MVTn.) Testitnony has lieen given here that the Standard Oil Com¬ 
pany has over 3110 agencies throughout the world, (ivery one of which is in charge of 
an American citizen.' Do you think that is correct?—A. I do not know. I do know 
that we have many .agencies, but how many I do not know. 1 do know in a general 
way that we .send Americans to take charge of those departments, but how many 
there are I can not say. 

Q. (By Mr. Biiili.ii’S.) Do they exert a very considerable influence on onr consuls 
abroad?—A, I have no knowledge of it, sir. 

Till-: ST.AN'DAlin won.l) M.AKE PRICES TO KEEP THE Tll.MlE. 

Q. Yon siioke .some time ago of the advantage the Standard Oil Company luus over 
other-s by liaving relinerie.s at many different points in the United .Stati's in the leasen- 
ing of freights, etc. There are (piite a number of the independents that have such 
advantage, too, in localities; that have advantages, perha]is, over the .Standard Oil 
Company in certain loealitie.s. Is it or is it not, has it or has it not lieen, the jiraclice 
of the Standard Oil Company where independent oil was Ix-ing distributed to ship 
their oil in and sell it lower than the usual price or make it un]>rofitablc for otliers? 
Do you know of any such instance as that?—A. I can only say in a general way, Mr. 
I’hillips, that we doubtles.s ship the oil from the neare.«t point and try to .sell it. 

Q. Do you know or do yon not know that when the iiule]iendent refineries recently 
Ix'gan to distribute oil in New York the Standard dropped prices very greatly so as 
to make it uniirofitable?—.A. 1 do not know that, sir. 

Q. Or Philadelphia?—1 do not know it. 

Q. (By Mr. Jenks.) You said a moment ago that of course- A. (Interrupt¬ 

ing.) It goes without saying that we are in the business and we try to keep our 
trade, aud we make ])rices that will also keeji it. 

Q. So, six'aking generally, you would ]>resume it was tria- that competitive prices 
are lower than where you have no competition?—A. To a rea.sonable degree, yes; 
but I will say that the object and the success of the .Standard Oil Company has been 
due to the fact that their effort is continually to reduce the cost of manufacturing and 
distributing of oil; and we sell it as cheajily as we can, based on that cost, to the 
consumer, and thereby increase tho volume of our business l.)y cheapening the cost 
to the consumer. 

STATEMENTS FUKNISnEI) TO THE COMMISSION. 

(). (By Mr. PniLi.ri's.) I am informed th.at the inde(iendent companies have 
recently made a statement of their business affairs to this commission through Pro- 
fe.ssor Jenks. Would you Ixi willing to avlvise the .Standard Oil Company to make 
such a statement of their business?—A. I do not know what kind of a slatenient the 
in<le|x‘ndent people have niiule, and f would not take it upon my.self to do so. 1 
think it would be rather ini|X!rtinent for me, as a .subordinate, to ailvise the officials 
in charge of the Standard Oil Company matters what kind of a report they should 
make. 

TUP. TE.VAS on, KIEUI. 

Q. (By Mr. Kennedy.) I should like to ask you somotning about tho new Texas 
oil field. Does the Stanilard Oil Company own that field, and whore is the prodtict 
refined, and to what part of the country is it shipixjd?—A. 1 do not know that the 
.‘'tandard Oil Comiiany owns that field. I know there is a relinery at Corsicana, Tex. 

O- A .Standard refinery?—A. It is not known in any way as tlie .Standard Oil 
Company, and I do not know that it is. 
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Q. Mr. A. L. Harris.) 1 understood the witness to say tliat lie knew of no 
in.stance in whioli the Standard Oil Company had interfercid in any way or concerned 
themselves in any way with what other companies iniglit jret in the way of rebates, 
etc. IsthattniC^—A. I said that no arrangement prior to the interstate commerce 
law, through which w'e got lower than tariff rates, was ]>re(licak‘d in any way U()on 
what that same railroad should give in the way of mtes or rebates to other oil 
shippers. 

ti. Do you know anything about the case of Handv and another, trustee, against 
the Cleveland and Marietta Railroad Company?—A. 1 (h» not. 

Q. Would you care to have the Hyllabiisof that case read so as to get it in evi¬ 
dence?—A. Ah I have no knowledge of it, Mr. Harris, 1 do net know what my testi¬ 
mony would be w'orth on (b(5 subject. 

It would be merely to sliow tliat your statement in regard to the action of the 
Standard Oil Company against other (‘ompanies was jirohahly not entirely correct?— 
A. J, (►f course, can speak and only can speak of my own knowledge, and my knowl¬ 
edge in the time prior to th(‘ passage of the interstate commerce law' was confined to 
the J.ouisville hnsiness and south. 

il. You desire to have your testimony limited to your own knowledge, and not to 
he broader than your own knowledge?—A. 1 snp[ius(‘<l that W(*nt without siiying. 

Q. I would like, for the benefit of the commission, to read the syllabus: 

“[Cirenif, Court, s. D. Ohio, K. I*., IW.] 

“ I. RAIhUOAO COMCANIICS—UE( CrVEUS -DISCIUMIN'ATION'S. 

“The rccc^ivt-r of an insolvent railroa<l <-()mpany can not unjustly discriminate in 
the charges imposed upon rival shijtpc'rs over his roa<l in order t<» inereusi^ his rev¬ 
enues, and, if guilty of discrimination, may be removed l)y the court tiierefor. 

“2. SAME—HKMOVAL. 

“The Statidanl Oil (’oinpany having threatene<l to store its oil until it couhl lay a 
liiM'of pi[)eH lo Marii'tta, unless the reet'iverof a nijlroa<l comftany should give it a 
s|)eeial rat(‘, the receiver agreed to carry its oil at H) eenls ]>er barrel, to charge rival 
slii|)p(‘rs .25 cents per barrel, and to ])ay 25 cents j)er barrel the sum collected from 
rivtil shi[*pers to the Standanl Oil (V)nipaiiy. flrhl lo he such gross and wanton dis¬ 
crimination on 1 Ih 5 |>art of tin* receiver as to r(!(|uire his removal.'’^ 

This is on page 575, Trust Proceedings of IHSH. 

(Testimony el(>sed.) 


SUCCLEM EN'rAIlY EVIOENtaS. 

AFFIDAVIT OF GEORGE RICE IN REBUTTAL OF HOWARD PAGE. 

(litd Stall' of A7'?c York, 

On this 2<1 day of .lamiary, UHM), ])ersonally appeared liefore nn* Oeorg<* Rice, of 
,Mari(‘tta, Ohio, Vim, lieingdiilv sworn, doth depose and sjiy: 

That he has nwl the allidav'it of one F. K. S.phre, the si'cretary of tin* S(andar<l 
('omjHiny of Ohio, vvliich was pre.sented to your eominission l>y Howard l*agi‘ 
Hereinher 12, JS99. In answer thereto I most nositivi'ly and iimsjnivoi'ally «leny 
lliat ill 187t), or at any other time, I offered or ineinded my producing j)ro|)erties aii<l 
lim‘s in the proposed salt? of mv <»il pro|HTties for the sum of $24,000. 

TIm* real truth of tfie matt(*r is lliat in tlie yi^ar 1870 Mrs. Uh-e and myself were 
Imarding in New York at the same placid with sai<l Sipiire, and Mi^. Rh'e \vas 
ae(jiiainfed with a Mrs. Waring, who w'as aDo an acijuaintanee of .‘<aid S<iiiire. That 
in .'^otm* eonv(*rsation with Mrs. Waring tlu‘ matter ol the oil business came up 
het\v(‘en Miem, and snhHeiinently the said Squire spoki' lo dejament about his oil 
interests, and said he possibly could sell some of it lo the Standard Oil (Vimpany, il 
h(' was St) disjK).Med h> part with it. That tla* resullof siweral conversations was that 
dejmnent informed S(]nire that if he or the Standanl Oil (.-om[)any desired to pur¬ 
chase my refilling plant (which w'as only a small ]»art of my entire oil properties 
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anil intnmst.s in tlio nil nr ]i('trnlenin linHinnwi) lie or it could have the same for 
120,000, as niy wife was very desirous that I should get out of the refining business, 
and it was filially offered to Siiuire for that sum, which was not accepted. 

In the suiiinier nf 1HK2 I was stopping with niy wife at Ashury Park, wdiero Squire, 
on his own solicitation, came to see me, and lie then and there offered me }i250,()00 
for my entire oil iirojierlies, including production, pipe lines, storage tanks, and retin- 
erv plant. I never offered the said Squire the sum of $.50,000 eominission or any 
otiier sum to make said sale; nor did he suggest it or demand it, or any other .sum 
whatever, nor did 1 say to him that the lonqiany would regret their act if they did 
not jiurehase from me, nor was I ever aware that said Squire liiwl an otticti, except by 
hearsay, at Uleveland, Ohio. As this latter alleged interview occurred in the sum¬ 
mer of 1HS2, as 1 testifii’d before your comnii.ssion, and as my pamphlet. Black Death, 
was published on December 1,5, I8HI, it is superffuouMtosweartoit, that, because said 
)iroposition was not accepted by said standard Oil Oonipany, I immediately published 
said iiamjihlet as retaliatory against .said company. 

I further solemnly deny, as stated by said Squire, that 1 several times thereafter 
urgeil the matter further with him in any manner whatever. 

1 also further nio.st solemnly and miipliatically deny that either Mr.s. Rice or 
myself ever said to saiil Sipiire, or to any other pemon or jiersons whomsoever, that 
the .‘standard Oil (‘om|)any would be sorry, or any similar words or of like effect. 

On Novembi'r lo, befori'.1 ustice Morgan .1. O’Brien, at a special term of the 
suiiremo court of New 5'ork City, 1 te.stibed as follows: 

“I made that offer of $2.50,(KHl to Mr. Squire, who represented the Standard Oil 
Company—the Standard Oil Trust—in some capacity; his name i.s F. B. Squire,! 
think: J don’t know when 1 maile that offer to him; some four or five years ago; I 
can’t recollect just the time; I was stopping at Asbiirv Park with my wife, and be 
came there as their rejiresentative, I suppose, me/ madcthal offer lo inr. T don’t know 
how long my prii'e remained at $2.50,(K)0.” 

I had previously made this .same offer to .Mr. Squire, and he came down there to 
buy said ]irop(“rties at a less pirice, and tinally offereil me the .sum of $250,000 therefor, 
which 1 rejected. 

IVhen I testilieil to abov(\ .lohii D, Ari-hbohi, a trustee of the Standard Oil 'Trust, 
waa pre.sent and heard said testimony, anil when he followed me on the stand he 
did not allude to or in any manner contradict my said testimony; moreover, at this 
time, Mr. Arcliliold testilied as follows: 

“I know Mr. (ieorge Rice, the plaintiff. 1 rempniber an interview with him in the 
month of October, l.S.Sli, in which he proposeii to dispose of this jiroperty and all his 
future time of service or absence from service, and that conversation is fresh in my 
recollection. 

“After the ordinary commonplaces we came to a ibscu.ssion of the pro|)erty ipies- 
tion as owned by him, and he ex|iresseil his willingness to dispose of the properly 
and busiiie.s.s—the relinery jiriqierty, I should .say. 

“There was no reference made at that interview, nor at any time in my conversa¬ 
tion with Jlr. Rice, to the producing jiroperty, and I never heard of it'until now. 
He gave me a rough descrijilion of the reliiiery which I might know of, and told me 
of the volume of business which he had done the preceding year and which he was 
capable of doing, and came to the point of fixing hwjirice.” 

This dejionent further says that lie incorjiorale.s herein the aliove jiortion of the 
aforesaid testimony of .Arohbold’s as a corroboration of thi.s affidavit, and a contra¬ 
diction of the atlidavit of said tSquire, that my jiroducing properties and pijai lines 
were all to be inchuh'd in the original ofh'r for the insignificant sum oi $24,000, 
while Archbold in 1880 .swears, “ I never Iieard of it.” 

(Ieo. Rich. 

Sworn to Ijcfore me thi.s 2d day of January, 1900. 

J. W'lI.I.IA.M lIlI.L, 

Cmnmmkriier of Deah, A'cm York CVt;/. 


JOHN D. ROCKEFELLER. 

Antorrrr to iiiirrro//oiorirr. 

1. Q. What was the first combination in which you were interested of different 
establishments in the oil industry?—A. The first combination of different establish¬ 
ments in the oil industry in whicli 1 vva,s interi'stcd w as Use union of William Kockc- 
feller & Co., Rockefeller & Andrews, Rockefeller & Co., S. V. Harkness, and H. W. 
Flagler, about the year 1867. 
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2. Wliut \viT(f the causcH to its formation?—A. The canse leading'to its 

forjiialioii was the desire to unite ourskill an<l eupiUl in order to carry on a businesH 
of some luaKnitudo ami iniportamu^ in place of the small business that eatdi sepa- 
mk‘lv had theretofore itarried on. Ah elupserl and tlKi ix)s.sibilities of tlie busi¬ 
ness wH‘ame apparent, we found further caintal to ))e neex^ssary, obtained the required 
m‘rsons ami capital, and organized the Standard Oil Company with a capital of 
|j,000,(XX). Later we fouml more (a[)ital could be utiliz(‘d and found persons with 
capiUd to interest themselves with us, and increased our capital to $3,500,(XX). As 
lh(^ biusinesH grew, and markets were obtained at honKMiml abroad, more ^wrsons 
ami capital were added to tlu* busines.'j, ami new corporate agemdes were obtained or 
organized, the object being always the same, to extend our business by furnishing 
the best and clieapest pnalucts. 

.3. Q. Did ttu' Standard Oil Company or otluTadiliated inlereatsatany time before 
1SH7 receive from tfie railroads rebates on freight shipixHl, or other special advan¬ 
tages?—A. The Standard Oil C^>nif)Hny cjf Ohio, of Avbicn I Avas president, <lid receive 
rcfbates from the railroads prior to 1880, but received no special advantages for Avhich 
it did not give full compensation. The reason for rebates was that sucli Avas the 
railroads’ method (»f busiuess. A juiblic rate was mmle and collected by the rail¬ 
way companies, but so far as my knowledge extends, Avas never really retained in full, 
a portion of it was repai<l to the sbipjiers as a rebate. Jly (his method the real rate of 
freight which any shipper ]>aid Avas not known by his compt'litors nor by other rail¬ 
way conijianies, the amount being in all oises a niatt('r of bargain with tlie carrying 
<•l•mpally. Kacli shipper made the best bargain he could, hut whether he was doing 
hotter than his competitor Avas only a matter of conjecture. Much de{K‘ndod upon 
whether the sbi]>per had the ad\antageof competition of carriers. The Standard 
Oil Coini>any of Ohio, being situated at Ch^velaml, bad the a<lvantage of different 
oarrying lines, as well as of water transportation in the .summer, ami taking advantage 
nf those facilities made tin* Ix'st baigains ])Ossible for its freights. All other companies 
(lid the same, their success depending largely upon wlmtherthey had the choice of 
nioiH' than one route. The Stamlard sought also to offer advantages to the railways 
for the ])ur))ose of les.sening rates of freight. It offered freights in large quantity, car¬ 
loads and train loads. It furnislKMl loading facilities and discharging facilities. It 
<'X<‘mpted raihvays from liability for tire. For these .services it obtained contracts 
foi- special ailowitnces on freights. Thc.'^e lu'vi'r exe(“eded, to the be.st of my present 
rc< oIlections, 10 [>er cent. Rut jti almost ev(‘ry instance it was discovered subse- 
(|iicntly that our comjK’titors had Ixrn obtaining as goo<l, and, in some insbinces, 
rates of fr(‘ight than oursedves. 

I. If so, in what yearn wen? tlicsc a<lvantages largest, and from what roadsAvere 
they rc<-eived?—A. To the be.st <d my recollection the greatest rebates were paid from 
JH77 to 1870. During that time Ave bad an agn'enient for a special 10 ]H-r cent com¬ 
mission. I think that agreeimud was made Avith the Femisylvania, the Erie, and the 
N'ew York (Vntral roads. l.arge rebates were also paid during the summer of 1878, 
amounting T Ixdieve to 041 cents on relined oil to equalize eastern shipments by rail 
willi shiiuneuts by I'^ie (knal.' Rut these rebati's Avere paitl to all who shipped by 
rail. They AV(!r(‘ iiot <lis(Timinatorv rates. 1 am not now sure whether any other 
road than* the IVimsylvania colleeted the full amount and paid these nd)ates. The 
l a ie and N\‘av York Central made th(‘ same nxhictions in rates to meet canal ship- 
uieiits, but mv im])ri‘Ssion is that the Eri(‘ at least did md collect the higher rate from 
shippers and ri'hate it as did (he Renrisylvania. 

•>. (h About Avhat percentagi! of tin* prolits of the Stamlard Oil Company came 
from special advantages givmi by the railroads Avlieii these Avere greatest?—A. No 
prrvmlage of the protitsof the Standard Oil Company came from mlvantages given 
by rnilniadsat anytime. Whahwer advantage it rec(‘ived in its constant efforts to 
o’diici- rates of freiglit was deducte<l from the price of oil. The ml vantages to the 
Standard from low fndgbt rates <’onsist(‘d solely in the iiicrejwed A'oluine of its bus- 
ari.sing from the Ioav price of its [)rodncls. 

t>. (b Did the Standard Oil ('otnpany (*r any <)f its afTiliated companies ever receive, 
nixh'r any name whatever, any income from any railroad for oil shipped over those 
i‘“a<ls by* any of its (‘(mipetit'ors? Tf so, give particulars.—A. I know of no such 
distance. It wxuns that some arrang(‘ment’of that natun* Avtius entered into by one of 
*'ur agents in Ohio, being the same case which has been te.stified to by Oeoi^e 
H’bon imtice of this agreement was brought to the otlicers of the company for which 
it waHmad«*it Avas promptly repudiated, and the money n'ceivcnl, some small ainount, 
1 think under $3(X), was ridumled. And this was done not because of any action in 
<'ourt or judicial opinion, luit promptly as soon as reported, and before Ave had any 
knowledge of judicial proceeding.s. . 

?• (-L Has the Stamlard Oil Company received any liiiancial faA'ors from any rail- 
mad siiic(5 1887?—-A. To my knowledge, nom> Avhatever. __ 

'yce Mr. Lockwood, dd. :18(>. 387. -Sec Kice, m*. 7015-709: Mr. Archbold, p. 666-559. 
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8. ti. Has thiy owncrsliij) of stock in railroad companies by^ officers of the Standard 
Oil Company ^dv(*n tlio Standard advantages with those railroads over its comi)et- 
itors? If s<), give particulars.—A. It has not. Sfo(!kholders and officers of the 
Standanl havt* invested in stock of milway companies. But in no instance have they 
dope so for the pun)ose of influencing the policy of the railway companies, nor to the 
best of !My knowlcHtge and belief has any atU'inpt ever been made through such own* 
enship to influence any milway in favor of the Standard. 

U. To what advantage's, or favors, or methods of management do you ascribe 
chiefly the succes.s of the Standard Oil Company?—A. 1 a8cril>e the success of the 
StamlanI to its ('onsistc'iit policy to mak(‘ the V(flume of its business large through 
the merit.s and cheapness ot its products. It has .spared no expense in finding, se(!Ur- 
ing, and utilizing tlu' lK*st and cheapest methods of mamifa(^ture. U hixa sought for 
the best supc'rintendents and workmen and paid the best wagfs. It has not hesi- 
tat(‘d to sacrifice old machinery ami old ])lants for new and better ones. It has 
j)laced its jiianufactories at the {toints wliere they could Hui)ply markets at the least 
exjx'nse. It hits not only sought markct.s for its principal ]>roducts, but for all pos- 
sibh' l)v-pro<hn'ts, sparing no expense in introducing them to the public. It has not 
hesitated to invest millions of (lollars in methods for cheap(*ning the gathering and 
dislributioii of oils by ]iij>e lines, special (‘ars, tank steamers, and tank wagons. It 
hiis erected tank stations at every important railroad station to cheapen the .'^tomge 
and delivery of its [)r(HlMcls. it has spare<l no ex|)ense in forcing its prcxluet.s into 
thc! markets of the world among })eople eivilize<l and uncivilized. It has had faith 
in American oil, and has brought together millions of nionc^ for the purpo.se of 
making it what it is, and holding ils markets against (lie competition of Russia and all 
the many eoimtries which are producers of oil aixl competitors against Americ'an oil. 

10. (^. What are, in your judgment, the chief H^lvantages from industrial (•omhi- 
nations—(o) financially t<* stockholders; (/^ to the public?—A. All the a<lvantage.s 
which can be derived from a (‘ooperation of person.s am! aggregation of capital. 
Much that one man can not <lo alone two can do together, and once admit the fact 
that cooperation, or, what is the .same thing, combination, is necessary on a small 
•scale, the limit depends solely n])on tin' necessities of business. Two ixirsons in 
partnership may be a sutlleieiitly large (•(»mbination fora small business, but if tlie 
imsiness grows or can be made to grow, more persons and more capital must Iw' taken 
in. Tlu* business may grow so largi* tliat a ]»artnershi]) ceases to be a prop('r instni- 
meritality for its purposes, and then a corporation becomes a neees.sity. In most 
coniitries, as in England, this form of industrial comhination is sntlieient for a busi¬ 
ness eoexten.'^ive with the parent ermntry, lint it is not so in this country. Our Fe<l- 
eral form of government, making (‘very corporation created by a State foreign to 
every other State, renders it n('('es.sary for jHTsons doing business tlirongli corporate 
i 4 'en(‘y to organize corporations in .Mome or many of the diffc*rent StatV^s in which 
their business is located. Instca<l of doing business thnnigb the agency of one cor¬ 
poration they must do business through the agencies of several eor])oratioii!J. If the 
busine.SH is extended to fonfign countries, and Americans are not to-day satisfied 
with houK^ markets alone, it will be found lielpful and po.ssibly neces.sary to organize 
corporations in such countries, for Kuropeany ar(( pn^judiced against fonfign eorpom- 
tions as are the people of many of our States. These different corporations thus 
iiecome (.'oopt^rating agencies in the saiiuj business and are held together by common 
ownership of their stocks. 

It is too late to argue about advantage's of industrial combinations. They are a 
nece.'^sity. And if Americans an^ to have the privilege of extending their business in 
all the Slates of the Union, and into foreign (countries as wefll, tlH^y are a luioessity 
on a large scale, and reepiire tin? agency of more than one corporation. Their chief 
advantages are: 

1 11 Command of m'cc'ssarv cajutal. 

21 Kxtensi(»n of limits of Imsiness. 

81 Increase of nnmlx'r of pei-soiis inttirest(‘d in the business. 

41 Economy in the business. 

.5) Im])rovements and econoitjl(*.s which are derived from knowledge of many 
intereshm persons of wide exp«'rience. 

(fi) Power to give the public iijj})roved products at h^ss prifies and still make a 
profit for Ht()ckli<)id(‘rs. 

(7) Permanent work and good wages for laborers. 

I speak from my cxjmriencc* in tlie business with which I have l>een intimately 
connected for about 40 years. Our lirst combination was a [)artncrship and after¬ 
wards a corporation in Ohio. That wa.s sullicient for a local refining business. But 
dependent solely ui)on local business we sfiould have failtKl years ago. We were 
forced to extend our markets and to se(?k for exjiort trade. This latter made thc 
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seaboard citioB a iieoesHary place of business, and we soon <Ijscovere<l tliat nianufac* 
taring for export could l>c more economically carried on at the seal^oard, luMice 
refineries at Brooklyn, at Bayonne, at Bhiladelpliia, and necessary corporal ions in 
New York, New Jersey, and IVmnsylvaiiia. 

We soon discovered as the business grew that the primary method of transporting 
oil in barrels could not last. The t)ackage often (!o,st more than the contents, and 
the forests of the country were not suftic^ient to supply tin? neciessary material for 
an extende<.l length of time. ^ Hence w’e devoted attenfion to other metho<i.s of trans- 
lM)rfation, a<Iopt(Hl tlie pipe-line system, and fouial (^jutal for pipe-line constrindion 
ccpial to the necessities of the Imsim'ss. 

To operate pii>e lines required franchises from the States in w’hich they w(^re 
located, and consecpKmtly corporations in those States, just as raiiroa<ls running 
I lirough diff(‘rent States, are force<l to operate umior sei)arate State charters. To [»er- 
f(‘ct the pipe-line system of transj>ortation recpiired in the neighborhood of fifty mil¬ 
lions of capital. This could not be obtained or niaintaine(l without industrial 
combination. The entire oil business is dependent iipon this pipe-line system. 
Without it ev(Ty well would slnit down ami every foreign market would Ih‘ closed 
lo ns. 

Th(* pij)e-line system required otluT improvements, such as tank (‘ars upon rail¬ 
ways, and finally fh(‘ tank steamer, (’apital had lo b(‘ furnished for them and cor- 
])orations created to own and (>]>eriite them. 

ICvery st<‘p takcui was necessary in Hu* busitu'ss if it was to Ix^ )^rop(‘rly develop(*<1, 
and only through such successive steps and by such an imlustrial combination is 
America to-day enabhxl to utilize the bounty wlihfii its land pours foith, and to fur¬ 
nish the world with the best and cheapest light ever known, receiving in return 
therefor from foreign lamls nearly !j!r)0,(>00,(XX) jxt year, most of which is di.stributed 
in payment of American labor. 

T have given a picture rather than a detail of the growth <*f <me imlustrial combi¬ 
nation. It is a pioneer, and its work has been of incalculable vahie. There are 
other American products besides oil for which the markets (d tlie world can Ix^ 
opened, and legislators will be blind to our best industrial interests if they unduly 
hitider hy legislation the combination of persons and capital requisite for tlx^ attain- 
immt of so desirable an end. 

11. (y What are the <‘hief <li.siidvantage.s or dangers to the public arising from 
them?~A. The <langers an^ that (he |M)wer conferred hy cojnhijiation may be 
ahu.sed; (hat conihinations may be forimxl for speculation in stocks ratii<*r than for 
conductitig business, atul that for this purpose prices may 1 m‘ ten'porarily raised 
instead of i)eing lowi-red. These abnse.s are possible to a greater or less extent in all 
c<'mbinationH, laige or small, but tliis fact is no more of an argnmi'iit again.st combi¬ 
nations than the fact that steam may exi»l<xle is an argument agidnst steam, t^team 
is necessary and can b(‘ ma«le com])aratively siife. Combination is mxx^ssary and its 
abuses can 1 m‘ minimized; otherwise oui- legislator must acknowledge their iju-apac- 
ity to deal with (he most important instrument of industry. J Htherto most legisla¬ 
tive attempts have been an effort not to control but lo<lestroy; hence their futility. 

12. (b What legislation, if any, would you suggest regarding industrial combina¬ 
tions?—A. First. Ftxleral legislation under \vln<-b corporations may be created ami 
n‘gukte<l, if that be possible. Second. In lieu thereof, State legislation as nearly 
unihirm a.s possibh^ encouraging combinations < J persons and capital for the purpose 
of carryingon industries, but p(‘rmitting State supervision, not of a eba?-acter lo ham- 
j)cr industries, but sufficient to j>revent fniuds ujam the public. 

.loIlN D. UoCKKKKI.UKK. 

St.vtk of Nkw York, Comitu of Nnc York, 

T swear that f bese staU-inents made by me of my ()wn knowledgi‘ are true, and that 
all otlu'r statements T l)elieve to In' true. 

.lonN 1>. Kockkfioixer. 

Sworn ami subscribed t(* l>efore im^ this llOth day of l>oc(MiilH‘r, IHOfi. 

S. M.xrsiiall Bc.ssbij.k, 

Xolanj Pnh/i<\ No. WO 
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INFORMATION FURNISHED BY MR. S. C. T. DODD. 

S. C. T. Dodd, solicitor of the Standard Oil Company, furnishes the following 
additional facts in reply to schedule of questions: 

y. VV'hat patents, machines, or processes of any kind formerly used exclusively by 
one plant are now used by all adapted to luse them?—A. The following is no doubt 
an incomplete, but as full as we can now supply, list of ]iatenl.s, by patent numls'rs, 
iKilonging to the various companies in 1882, the use of which was open to all. The 
subject of the patent is given vv'hen known: 104747, 14.5808, 140940, seaming 

machine; 140047, seaming machine; 148748, machine for stamjiiag and bending sheet 
metal; 149516, sheet metal seaming machine; 1,508.52, solderingdron heater; 150600, 
apparatus for the distribution of liquid fuel; 1,50607, can-seaming machine; 1.50887, 
machine for uniting tinned plates by heat and pressure; 1511.55, apparatus for uniting 
tinned plates; 151619, apparatus for he.atmg soldering irons; 1.52862; 1.54077; 1,54877; 
1,55320; 1,58117; 1.58110; 16.5362, .soldering ap)iaratus; 1673.56, api)aratus for facilita¬ 
ting the filling, etc., of cans; 169372, liquid-fuel burners; 171164, oil-can nozzles; 
177553, apparatus for facilitating the conveyance and delivery of boxes; 179135, box- 
nailing machines; 182470, apparatus for facilitating the, examination and packing of 
cans; 185777, machines for nailing boxes; 101172, .sheet metal can ma<’hines; 192278, 
feeding mechanisms for nailing machines; 104168 ; 203073; 224.S43; 227823; 227824; 
227825; 227826; 227829; 228.5.5:1; 228-5.54 ; 230062 ; 334423; 234803 ; 234424; 23640)*; 
230981; 240176; 240331; 240332 ; 240:13:1; 240023; 240936; 240937; 239618; 3.36,5, design 
for can; 7609; 23735, seaming machine; 23736, corrug!iting slu'Ct metal; 24472, pow¬ 
der kegs; 3,8974, sheet-metal can; 39616, soldering <'ans; 40661, sheet-metal can; 
4235,5, tin cans; 43326, cans for paint and fruit; 43371, sheet-metal i-ans; 43070, mold¬ 
ing slieet metal; 81692, sheet-metal can; 82481, bending tops and bottoms; 82766, 
sheet-metal cans; 86571, sheet-metal cans; 87692, seaming machine; 87704, soldering 
machine; 8,8410, soldering machine; 894:31, soldering machine; 91248, machine for 
metal cans; 192446, sheet-naUal cans; 87485, improvement iji the manufacture of 
lubricating oils from petroleum; 876,58, improved process of preparing petroleum to 
l)e used in lubricating wool; 68974, improvement in stills for relining ajid di,stilling 
oils; 8.5810; 86.535; 137157; .5570; 6871; 7095, improvement in burning heavy hy<lro- 
carbon oils; 7996, inqirovenient in manufacturing of hydro-carbon oils; 7155; 8:173; 
8374 ; 431,57; .509,35 ; 66,594; 79661; 113795; 124917; 14807.5, ]iiston balance-valve for 
steam engines; 163710, helicat-cone suction fans; 181814, apt)aratus for purifying 
paraffin; 182169, apparatus for the .separation of petroleum products; 183909,’bal- 
anced .slide valves; 191279, ste,am valves; 191430, metallic cartridges; 200310; 211761; 
212,562; 217063; 229)162; 22.3549; 2292)17; 235,861, rnetbo<l and aiiparatus for gluing 
barrels; 237130, horizontal hooir-driving machine; 21)1228, improvi'inent in barrcl- 
tru.ssing machine.s; 4920; 50.53; .5652; 7321; 7322; )1()17; 37798; 42671; 442.58; 47082; 
,50780; 58021; 68426; 779.59, licen.se under (Jhee.sebrough [)atcnt; 90.500, 174.506, proce.ss 
for determining the grade of lubricating oils; 212914; 2)160; 4366; 4:367 ; 4375; ,32568; 
53,53)1; 12053)1. 

Q. What by-products, if any, an' available to yrsir organization which could not 
profitably he made by separate plants?—A. All ))roiluct.s are ma<le by separate plants, 
nut most of them were at one time protected l>y ])atenls, the use of which became 
available to all plants. 

y. Has there Iteen under the organization any specialization of the plants, further 
than at time of the organization, giving to e.ach the work for which it is bestivlapted? 
Give details, if any.—A. Some of the corporations whose stocks wi're taken into the 
original trust were abandoned be(au.se of lixation or ill iulaptation for the desire,! 
work. Others were organized at more convenient locations and with superior plants. 
Those manufacturing oil for exixjrt are located at tide water, while those for domwtic 
trarle are loiated at central shipping prjints in the interior. 

Q. Have any planks or oflices of the organization Iwen closed, shut down, sus- 
(Kiuded, dismantled, or sold out? If so, give list, with disposition made of each.—.V. 
No plants or offices of the organization have been clo-seil or sohl out. But in the 
eighteen years all plants of companies have been made new and more effective, and 
plants have been abandoned at one place because of more effective plants erected in 
a more suitable platxj. I am unable tf) give the particulars of the changes for eight¬ 
een years; suffice it to say that almost nothing now remains of plants of eigliteen 
years ago. 

y. Are your prices, in fact, the same throughout the United States, allowing for 
coat of transportation?—A. Yes. 
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Q. Are they, in fact, the eaine in the United States as in foreign countries, allowing 
for coat of transportation?—A. Somewhat lower in United SUitea. 

Q. Have your ^entg ever authority to make, or Jmve they ever in fact made, lower 
prices or rebates in special sections of the country?—A. No aiitliority. 

Q. Have they done so for the purpose of meeting competition or otherwise?—A. 
No doubt prices have l>een (!Ut to meet lower prices made l)y (rompetitors. 

Q. What dividends have you declare<l? Give complete list, with dates.—A. Divi¬ 
dends were paid quarterly and have aggregated p(‘r annum as follows: 


iVrcent. i Percent. 


1882. 


1801 

19 

1883 . 

. 6 

1802 . 

. 12.21 

1884 . 


1808 

19 

1885 . 

. 10.50 

1804 . 

. 12 

1886 . 

. 10 

1805 

17 

1887 . 

. 10 

1806. 

. 31 

1888 . 

. 11.50 

1807 . 

. 33 

1889 . 

. 12 

IH08. 

. 30 

1890 . 

. 12 




Q. (xive list of stock dividends, with d{it(‘s.—A. May, 1SS7, 20 jxt cent. 

(J. What wtis the total amount of net profit, or loss, <luritjg your last business 
year?—A. Profit, 80 per cent. 

il. What distinctions, if any, are made in th<‘ <listrihution of i)n»fits ladween the 
former owners of cIos(m] or dismantled plants amt others?—A. None. 

Q. What sums have been added in eulargenu'nt or improvemeiitof plant? Specify 
tlu‘ use. (Jive partieidars, with dates.—A. In J8S2 the property of the various com- 
l•ani(‘H was OHtimate<l to aggn.*gate $7r>,()(Kb00(), for which amount trust (vrtificates 
were issued. In 1802 they were c.stirnatcd to aggregate 5^121,031,812. This increase 
was ])artly from jmdits, partly from additional capital invested. Possibly 50 percent 
of the ttd<lition was profit. No estimate lias sin<'c been made, hnt the addition of 
profits to capital was m about the same proportion until 1800, sinee which time profits 
Iiave been divided. Th<i impnivements are in the way of greater etficiejiey in method 
an<l in facilities for enlargeil output. 

Wiiatha.s been allowed foranmial <lepreciation?—A. An averag(‘ of 5.77 jH'rcent. 

(i. What disposition lias been made of plants closed or<lisniantled since the forma¬ 
tion of the organization? last, wiOi particulars for each.—A. All that was useful of 
closed or dismantled jilants was use<l in conslniction of new jilants; all (d.^e was sold 
as junk. Nodateare within liiy knowledge or control from which particulars can Ih^ 
givem. 

(i. (live any further particulars which show the work of tlic organization and its 
effects.—A. AlxiUt the year 1872 the condition of tlie refined-oil business was disas¬ 
trous, and failur(‘s werc of I'onstant occurrence. Leading refiners began to combine 
for tlie purpose of makitig the business successful. The combination was by means 
of purchase of stocks and intiTestsof various companies, an<l, until 1882, the combina¬ 
tion wa.s solely bv stock owiu^rsliij) in th(' hands of a limite<l number of individuals, 
who controlled tlie corporations as agencies in a common busiiies.s. In 1882 the.so 
owners, wliosc names ap|>ear in Exhibit A,'entered into tlie trust agreement. The 
comj)aiiies wliose stock they owned, in whole or in part, appear in the same agreement. 
Th(‘y were not then c<)inj>eting companies. The in<livi(lnals numc<l as trustees eon- 
trolled them by virtue, of absolute ownership of a majority of their stocks. When 
the trust wasdifwolved, in 1802, the same fact existiMl. The indivulual.s then trustees 
continued to control tlie companies by virtue of absolute ownership of a majority of 
their stocks. Consequently the eoriHirations named havi* been, many of them since 
1872, separate agencies carrying on business as a unit for tlie individuals who are their 
common stockholders. What tliey have accomplished in that time may be thus 
briefly summarized: 

1. I'hey have cheapened transportation, both local ainl to the Bcalwanl, by perfecting 
and extending the pipe-lino Hvstem;^ by constructing an<l supplying cars by which oil 
isshippiMl in bulk, by building tanks for storage of oil in luilk; by purchasing and 
pi'rfecting terminal fa<dlitiea for receiving, hamlling, an<l reshipjiing oils; by purchas¬ 
ing and building steamers and lighters for river and harbor service; by building 
wharves, docks, and warehouses for foreign shipments; by purclnu^ing and building 

'Agreement, p... 

•Se<> Mr. Uh>, T)p. 28l), 284; Mr. Rogers, pp. :>si, .'vSK, m; Mr. .Moniietl, pp. 2‘jy, :L>2; Mr. J'hillips, p. 
•'■>91; Mr. Kmery, pp. 667. 

" See Mr. Boyle, p. 412. 
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W(mn steamers for oarryin« oil in bulk, and by employing in foreign countries the 
Xn rr' f'"- aiKl transporting oils in bulk, by which means 

pedithm ® I'airofie are to-day held for American oil against Russian com- 

2. By uniting the capital, skill and acts, and the various processes and patents of 
a numlx-r of persons, iw well as their secret processes, and by building up manufac¬ 
tories on a more extensi ve and perfect scale, with improved machinery and a^iipliances 
and by locating them m the centm-s of the tiade they were intended to reach, the 
inamiiacturo of oil han hoen much cficapened and iinprov(‘d 

By Hoendiii^^ larfrc fimuH in the inve-stiKation of methodn of utilizing Ohio and Indi- 
ana oils, and by piiichase ot \arioiis patents, tluw have succeeded in makim' a 
wTrthl^X^'i'S^^ ilhiininating oil out of what for some yeare seemed an aliimst 

n !">;*>>« " ith the business of transporting and retlniiig businesses neeessarilv 
collateral thereto, to wit, die manufacture of barrels, tin cans, boxcs hiHnZing 
It el’s""'l’ “"'I of capital and skill, obtaining 

products they have cheapened these 

t. piey have obtained ami utilized the besi scienlilic skill in investigating and 

'iohe^I iXi-rodm te ’ "lankind by the iitilizJition 

5. C'ey have used their united capital in opening up the markets of the world for 
American petroleum, and have licid those markets against the fiercest foreimi coni- 
ictition Ihis was rendeivd i>ossdile only by tbe emplovment of millions ote-apilal 
in the cheapening of Iransporlation at home, across the ocean, and in foreign lands’ 
and hy tho best and clK*;i|K‘st methods of mamifacture, ’ 

The proofs of these projiositions will be found in the .statistics of petroleum, slmw- 
ing Its prixliietion, prices ot crude and retined, (■onsnnijition at home, and amount 
exported to foreign markets. While the Standard does not produce, reline and 
eeZ'M” been the leader in the bnsines.s, and coin]>elilors have siic- 

te^lcd by uniting their capita skill, and acts and follow'ing the same methods. 

nation^-’ r Z;','* lbis eo,,l,| have been iwcomplishcd without combi- 

nation. It loiild if one man conlil have eoniinanded the nece.s.sary capital and 
(.mploved the proper memis and i>er.soiis. But that was manifestly imiiosslble. It 
con (1 ha\e been aecomplisbed by one eorporalion in.stead of many, but no charter 
coidd be obtaiiK'd authorizing a corporation at once to produce, inaniifactiire, tran.s- 

£ ids a’”''T a'.i'l 'leal in oil.s, and also to inanufacturi' imckages, 

aud.s eti Ihe theory ot the eonibinalion was that a corporation created bv and 
largi'lj doing business in a Slate should lake its charter from that Slate 'Until 
charters can be granted by the Federal < lovernment the agency of different corpora- 

':,:s ■' ..... - i - 


Skitkmkkk is. 1.S9U. 


S. (’. T, ])oi)i). 


-Sue Mr. ArchlMiItl, p. Mr. Km. tv, i <. (>2I;' Mr. (itill, pp. (172. (Xl. 



^rilE SUOAll (X)]\rBmATT()NS (RESUMED). 

Boston, Mass,, My is, ison. 

TESTIMONY OF EDWIN F, ATKINS. 

At a moetiiig of tlio sulicommission on manufactures and genor.al business, held 
in Boston, Mass., .July W, IHtIO, Chairman Smyth i)r(3siding, Mr. Edwin F. Atkins 
appeared at lO.iii a. m.. and being sworn, testified concerning the .sugar industry, 
y. (By Mr. Smyth.) Whati.syouraddros.s'.-'—A. Thirty-five Broad slreet, Boston, 
t}. And your business?—A. Manufacturer and importer of sugar. 

(By Mr. Fakvouah.) How long have you been in the busines.s?—A. I have 
been in business since 18liT—in general business—and always more or less i^on- 
nectcd with sugar. When we were refining sugars we imported from all over the 
world. 

Q. Have you a refinery now?—A. No: we put our refinery in the American 
Sugar Company at the time the cinnbination was formed, and since that time 1 
have had no active interest in the inanag('ment of any refinery. 

y. (By Air. .Smith.) If yon have any preliminary statement that you would 
like to make to the commission- 

imSUl.TS or' THE WAK WITH Sl'AIN. 

A. The developments from the Spanish-American war, and tho peace that fol¬ 
lowed it, have heeii such as to encirely upset the foreign sugar bnaincs.s in tho way 
of imports. Since the duties bore ecjually on foreign sugars imported into the 
flnited States from all parts of the world, e.xcejit theSandwieh Islands, the tariff 
made little ihtfereiice ill the foreign selling ]irice. After this war starteil tho first 
tliingdoni: was toanue.'cthoi.slanilof Hawaii. While the Sandwich Islandssugars 
had come in free of duty for many years past there hail not been a very rapid 
increase, tliroagh the fear in those islands that the treaty might be canceled. .Since 
the annexation of the islands they have began to use every effort to develop every 
acre of hind that can possibly bo brought into the cultivation of sugar, and the 
conseijuencoi.s that I look for further material dovelopment of tho sugar industry 
in the Sandwich, Islands. Tho second effect of the war was ihat on Porto Rico. 
Undoubtedly Ihirto Bico will bo annexed to llio United States, jirohably by the 
eomingCoiigress, and the sugars from Porto Rico willbc admitted into the United 
States free of duty. 

y. (By -Mr. F.iKyUllAii.) Uo you mean by ■■annexation " a Territorial condition 
or a colonial condition?—A. I do not believe tliat it can be anything except a Terri¬ 
torial condition. 1 do not believe that we can find any way of carrying on colonies. 
I think that island iis well as tho Sandwich Islands iimsl come in as Territories for 
a period of years, tlie same as our Western Territories. 

THU i’hesent takipk on suoah. 

Now, tho present tariff a.ssosses a duty upon raw sugar, Ptl test, of 81.(iS.! a hun¬ 
dred pounds -l.hS rents a pound. That bill was framed hugely in tlio interest of 
tho peojile in tho United States who wanted to raise beet sugar. It went through 
Uongress bec.anse it was at tho same time an (*asy way to eolleet revenue, and I he 
country was at that time in need of revenue, so they put on this tiigh rate of duty. 
Tlio rate as assessed under the Dingley law was, then, about oipiivaloiit to Hfi jier 
cent ad valorem on foreign sugars. That was the protection whicli the beet-sugar 
nnanufaeturer e.xpected to get, and one-eighth cent jier pound on refined sugars, 
ii.s the beet-sugar factories were making, practically, granulated sugar, 

I have some tables here, prepared 'i weeks ago, before I liad any idea of coming 
before this commission, giving the value of sugar abroad, on a basis of 4.1 i-eiits, 
duty paid, in Now York on the 1st of ,Iuly, Though they wore made up (jnite 
recently, tho market has since clianged; bnt the proportions hold tho same. I 
have taken Germany. Cuba, .lava, English colonies, Porto Rico, and Hawaii. Of 
course there aremany other sources of'supply, Imt tlieso are the largest. 

The United .States has framed treaties with the British colonies, Barbado.s. 
Trinidad, British G uiana, and .Jamaica, subject to ratification hythe United States 
Senate, under tho power, conferred upon the Pro,sident in the Dingley bill, of 
83a-61 
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malting treaties with foreign countries and rebating duties in the United States to 
anextent iiotexeeedingt'O percent, wort^ceivingreciprotudadvantages. The power 
of the President in that matier, under the Dingley Act, e.xpires on the 2Jth of 
July, current month. I have made duo allowance for the difference of freight 
rates between places where business becomes coastwise and those countries fiW 
whioh sugars can be brought under flags of ,all nations. Our business with the 
Sandwich Lslands has become coastwise, and although Porto Rico is not annexed 
and our duties are enforced against its pi'oducts. the President and the War 
Department declared tho business of Porto Rico coastwise. 

I take first tho duties, under the tariff. In the case of Germany they are 
per 100 jiouuds plus the countervailing duly of 3.5.9 cents; Cuba, $1.(W.5, without 
any countervailing duty; Java, $1,081, without countervailing duty; English colo¬ 
nies, after ratification of the treaties, Sl,.'tl8, no counterva'.ing fluty; Porto Rico, 
noduty at all; Hawaii, nodutyat all. Now, the freights from Gennany are about 
8 cents a hundred; from Cuba. 10 cents; from Java, :i0 cents; from the English 
colonies, 10 cents; from Porto Rico, 1.8 cents; from Hawaii. 37 cents. Then I hav(^ 
figured the insurance from these various countries—the marine insurance--laid 
down in New York. In tho case of Germany, I have deducted from tho charge the 
bounty paid by Germany, which is 2.5.9 cents per 100 pounds. That leaves the 
free-on-board value on tho basis of 90 test. Of course the sugars coming in from 
various countries are of various grades and values, but all hold to the relative value 
of 90 test. 

Q. (By Mr. Smyth.) It is tho standard?—A. Yes; and the markets rise and fall 
from that basis. 


FORKKi.V VALUES OP SUdAU <'OHHESPONMN( 1 W'lTH 44 CENTS IN NEW YORK. 

The estimated price, free-on-board values. United States currency, on a basis of 
90 test, in the various countries which are our principal sources of supply, calcu¬ 
lated from the New York value, .Inly I, ls99, of 41 cents for 90 centrifugal su.gar, 
would bo as follows; In Gennany. $2.71 per hundred; in (!nba, $3,09; Java, $3.10; 
English colonies, .$:).02; Porto Rico. $1.38; Hawaii. $4.11. 

Tlie refiner in New Y(,)rk or Boston is buying from all Ihcse countries. He bids 
in Cuba at .$3.09, or Porto Rico at $1.38, or Hawaii, $1.11—or tho same price laid 
down here in New York or Boston duty paid. 

Table l.—Kutimuti’ff free on boord raliie/!. United Slates currency, on the busts of 
.%'o test, in flic rorions eonnfrirs constituting onr principal sources of supply, 
calculated from the Xeic York value, July I, hVei, of 1^)^ cents for inP centrifugal 
sugar. 


Charges. 

Ger¬ 

many. 

1 (Hiba. 

i 

Java. 

EllM- 

H.sh 

eolo- 

nios. 

Porto 

Rico. 

Ha¬ 

waii. 

Dutio.s: 

CfnU. 

1 

' (.puift. 

Cenig. 

(.‘pitts. 

eputs. 

Cents. 

Tariff. . 

1. jw 

■ \.m 


I.:il8 

NiH)('. 

None. 

{.'(mutcrvaiiinfr. 


1 None. 

None. 1 

1 None. 

None. 


Esliinatfid frt'i^dits. 

.usn 

.m 

.m) 

.100 

. ISO 

.270 

Insurance on f. o. b. value... 


.035 

.050 

.028 

.002 

.090 


3.044 ' 






Les.u bounty. 

.m 



j: 


1 


1.785 






F.o.b. value.. 

2.715 

1 3.000 

3.405 

3.0;;4 

4.288 

: 4.140 


j 4.50 

4.50 

4.50 

4. .50 

4.50 

t.rril 

Foreiffn value almvo. 

2. ri 

3.09 

3.40 

3.ra 

4.28 

i 

4.11 


CUBA CAN NOT COMPETE UNDER OUR PRESENT TARIFF ARRANGEMENTS. 

The consequence is tliat if Cuba is made an independent nation Cuba is com¬ 
mercially ruined liy our tariff. It is impossible for that island to compete under 
tlie conditions of onr present tariff; no duty on sugar from some countries, a 
reduced duty on sugar from other countries, and no duty on sugar produced in the 
United States. 
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CONSUMPTION IN THE UNITED STATES AND SOURCES OE SUPPLY. 

As to consumption and supply in 1898 wo have the following curious results' 
The consumption of the United States was 3,017,000 tons. Now the sources of 
supply: Of dome.sti<! cane we produced in Loni.siana and Texas during that year 
3:i'),000 tons, and of domestic boot sugars 3:3,000 tons; that is, 3(i8,0(i0 tons of domes¬ 
tic sugar, of course protected to the extent of the existing tariff. We received 
free from Hawaii and Porto Rico during the same year 395,000. The crops of 
Trinidad, Barbados, .Jamaica, and British Guiana, which will have special advan¬ 
tages, I suppose, of 30 per cent under the now treaties, produced 337,000 tons in 
the same year. Of the remaining sources of supply we have (tuba, which pro¬ 
duced 300,000 tons: .Java, 09.5,000 tons; the Pliilippinosexport 00,000 tons (though the 
trade was upset liy the war); Egypt, 90,000 tons; Santo Domingo and other West 
liiilies. 70,000 tons; Brazil, 105,000 tons: all this is subject to the full rate of doty 
of $1,085 on the hundred pounds. Wo have the immense sum of 3,170,000 tons. 
In addition to that is the surplus crop of Europe, .500,000 tons. 


Taiu.e 3 ,—Conmmption ami supply. 

Consumption of sugar. United States, IS9.S. 

.Sources of supply on basis of crop.s of 1898-99; 

Domestic cane...... 

Domestic lieet-. .. 


Tons. 

3,017,000 


335,000 
33,000 


Total (protected by present tariff).. 368,000 

I^’reo foreign .sugar: 

Hawaiian Lslands___ ___ 340,000 

l^orto Eico. .55.000 


Total (no duty) ... . . 395,000 

To have advantage under reciprocity treaties: 

Trinidad...... ,50,000 

Barbados. ... .. 4:5,000 

.lamaica...... . .. 27,000 

British Guiana.... 105,000 


Total (supposed duty l.:i.5 cents) .. . 337,000 

Subject to full duty: 

Cuba. ,300.000 

Java....... 695,000 

Philippines export. .... 60,000 

Egypt .. 90,000 

Santo Domingo and other West Indies... . 70,000 

Brazil.... 165,000 


Total (duty 1.685 cents)......... . . 1,380,000 

3.170,000 

Excess of European beet sng,ars over requirements of Continent and 

Great Britain on basis of crops of 1898-99, about.. .. .500.000 

Tlie present United .Stato.s tariff will, in case of the annexation of Porto Rico 
and ratification of the reciinocity treaties as .'igreed upon, have the effect of tax¬ 
ing the consumer and granting a bounty to the producers, as follows, the figures 
being made up on the basis ot last ye;u'’3 crops: 

The domestic production of 368,000 tons has the lienefit of the full duty of $1,685, 
wpial to $:1.1.74 per ton, or ,$10,111,330. Of course these domestic sugars will add 
tile duty to the price of foreign sugars, and the producer gets the full benefit of 
the protection. The duty on the Sandwich Islands’ 310,000 tons, on ;m average of 
95 test, including all grades,would amount to .$36.96 per ton, or .$8,870,400. Porto 
Hico, with a crop ot .55,000 tons, on an estimated average test of 89, would get the 
lienefit of a duty equal to $33.85 jier ton, or $1,773,750. Trinidad, Barbados, and 
ilamaica, with their crops of 122,000 tons, on an average test of 89, the duty would 
.'unonut to $;J3.35 a ton at the full rate, or $:l,934,.500, and 30 per cent rebate on 
that amount would be $780,900. British Guiana, with 105,000 tons and an aver¬ 
age test of 90, the duty under the present rates would amount to $37i71 per ton, or 
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$3,963,700, and the rebate of 20 per cent would give $793,540, The sum total of 
that which may be considered a tax on the consumer for the benefit of the pro¬ 
ducer is’$33,337,910. 

Table 3. 

Domestic production, 308,000 tons; estimated average, 90 tost; dirty at 


1.085 cents per pound : $37.74 per ton.$10,114,330 

Sandwich Islands. 340,000 tons; estimated average, 95 test; duty at 

1.05 cents per pound -$30.90 per ton .. 8,870,400 

Porto Rico, 55,000 tons; estimated average, 89 te'st; duty at 1.44 cents 

per pound---.$33,25 per ton.....1- 773,7.50 

Trinidad. Barbados, and Jamaica, 133.000 tons; estimated average, 89 
test; duty at 1.44 cents. $33.25 per ton, .$3,934,500; supposed 30 per 

cent rebate.... .. --- . 786,900 

British Guiana (Demarara), 105,000 tons; estimated average, 90 test; 
duty 1.085 cents ==$37.74 per ton, $3,903,700; supposed 20 per cent 
rebate....-.- 792, ,540 

Charged consumer for benefit of producer... 33,337,910 


CUBA RUINED IF OUR TARIFF DISCRIIIINATKS AOAINST HER SUGAR. 

Now, you can sec that Cuba, for which wo wen t to war. if it is to bo independent, 
ami comes to this country and is obliged to pay tlie full rate of duty, is absolutely 
mined commercially, because the crop of sugar is the only staple product. They 
raise a great deal of tobacco, but it is insigniticant as compared with the sugar, 
and the future of Cuba do|)enda upon the reestablishment of her sugar industry. 
She can take care of herself provided she can get into the United States free of 
duty, or if she enters the United States on the same terms with other sugars; but 
entering here with a duty of $1,085 per hundred pounds, when her sugars are in 
ordinary times only worth about.$3.35 a hundred pounds-you can readily see that 
such a condition as that would mean the absolute ruin of the island of Cuba. 

THE TARIFF AND THE BEF.T-SUG.CR INDUSTRY—THE AiMEUIC.YN FAR.MER GETS NO 
MORE FOR BEETS TH.I.N' THE GERMAN. 


A great deal has been said ;ibout the need of tlie formers in the United States 
having iirotection, heavy protection, in order to enable them to raise beets for the 
manufacture of beet sugar in competition with the farmers in Europe. Now, I 
have gone through the figures with as much care as I could. I liave not got suiti- 
cient data to submit them to yon to-day, but I possibly will have a little later. As 
far as I have investigated I find that the American farmer receives from .$4 to$4.50 
per ton for his beets. 1 find that the German farmer gets almost the same price 
for his beets, which leads mo to infer that the American farmer has been held up 
for the pity of the public by the beet-sngar mannfacturer.s only to get this high 
rate of duty. In fact, the farmer does not get it, but the manufacturer of the beet 


sugar gets it. 

Now, here is a little paragraph taken from Willet & Gray's circular of June 39; 

The farmers of Germany received last year for their beets, delivered, .$4.38 per 
ton. I believe that ton is 3,301.0 pounds. This was prior to Novoniber; and after 
that, for later deliveries, .$4.53. Holland paid to her farmers .$4.30 to $1.40 where 
it was near the factory and $4.00 where it was di.stant from the factor.v. Russia 
])aid $4.34; Sweden paid .$4.43 to .$4.85; Belgium, $3.47 to $0.17, according to the 
grade of the beet; Franco paid $1.83 to $.5.31 per ton for the beets. 

There has been a very interesting book written by Herbert Myrick in the 
interest of the American sugar industry, and I will (luoto a few paragraphs here 


in regard to the prices of beets. 

The Watsonville factory (in California) pays $4 a ton for all beets. He gives a 
little table here showing the prices paid to the faraer.s in southern California, 
showing an average of $1,35 a ton. Then, speaking of the Chino factory in Cali¬ 
fornia, the average price for beets was $3.78, and speaking of the Chino factory 
again, he says tlie factories have been obliged to reduce their price from .$5 to $1 
a ton. In Lehi Valley, in Utah, he says, at $4.25 a ton the farmers received 
$163,000 for the crop. I could go on and (luote a great many other instances, but 


it is not necessary. 

The point I wish to make is this : The beet-sugar manufacturers in this country 
have called and are still calling for a very high rate of duty, in order to enable 
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the American farmer to raise lieets in competition with the European farmer. 
My investigation would show that the manufacturers of beet sugar in the United 
States pay to the American farmer, in spite of the <luty, but very little more than 
the German farmer gets from the German manufacturer. 

DUTY ON RAW SUOAB AND DUTY ON BKFINED—THE DKET-SUOAR MANUFACTUREK 

(lETS BOTH. 

The Dinglcy tariff protects the manufacturer of beet sugars—a.s to the .sugar 
tariff there are two rates of duty. The first is .Jl.Ki) on the 100 test: that is, the 
standard te.st at .$l.0N,'), and for every <logree uti or down M l cents, eipiivalent to 
Sl.KO.") J•Q^. joo pays another duty of one-eighth cent per pound where 

the sugar is above No. 10 in color and called refined sugar. 

Q. (By Mr. Farouuaii.) Ho w do you make the 100 te.st on th.at?—A. Allsugars 
pay a duty on the test, whether raw or refined. If it is refined it pays an addi¬ 
tional duly of one-eighth cent on the pound. 

Now, the manufacturer of beet sugar in the United .States gets tlio first dtity of 
$l..S2.i. and as lie maunfactiires refined sugar lie gets anotlior protection of one- 
eighth cent Oil the |iound, or 13.1 cents. Then these beet factories are situated, 
most of tliem, west of tlio Missouri River, and fi’eiglit to the Missouri River wo 
can figure at aliout .10 cenis—one-lialf cent on the pound. 

y. From the port?—A. Yes: from tlie coast. So he has an advantage over for- 
oign imported refined sugar of the two rates of duty plu.s tlie cost of tran.s[iortatiou 
to the Missouri iiiver. Where he is suiiplying the local demand in tlie region 
west of tile Mis.soni i River it gives him an advantage of $3.-1.5 on every 100 pounds 
of sugar he (irodiices. 

BF.lOT SUdAR SIIOUI.D KK .MADE IN TUE UNITED STATES FOR :li CENTS A FOUND. 

Now. I notice in the report of the Agricnltnral Department in Washington on 
the beet-sugar industry that some figures liavo recently iieeii in:ide abroad on the 
co.st of tlie in'oduetioii'of hoot sugar in tlie United States. They ..ro looking iiiion 
f.lio United State.s as a possible coni|(etitor. Tliey lake the theoretical yield of the 
beet as reported liy tlie United States Depai'tmcnt of Agricnitnro and the e.^peri- 
iiient .stations, which reports show the beet in tlio l.inited States, in most of the 
Sfcites of tlio Union, a.s epnal to thi.i beet on tlio continent of Europe. Tliei figiiro 
on till) actiia,! i' 0 (iorts of the prices (laid for these beets—the figures (liat I have given. 
In that way tlicy get at the co.st of iirocluction: that is, tlie price at whicli lieet sugar 
oiiglit to lie produced in tho United States—3.! cents a pound, I believe, for granu¬ 
lated .sugar, it may bo 31; iiufortniiately I have not tho data with me. 

Now, tlie (mint I have been trying to make is that tliis high rate of duty, given 
at tlie roqui'st of tliese beet-sngar maniil'acturei's - - 

y. (By Mr. S.mytu.) Does nut that all'ecttho Louisiana planter: does it not pro¬ 
tect liiiii?- A. Exactly. I am illustrating with heel sugar lieeanse tlie other has 
been brought out to soine extent, I think, in yonr investigations. 

Now. if fleet sugar, graiiiilated, can bo [iroducod in ilio United States at 31 cents 
a pound, according to tlio reports of llie experimont slatioiis. and .at tho figures 
given, liased on tlie actual [irices paid lor tlie beets and tlie labor, it would seem 
tliat tlie maiuifactiiring of beet sugar here in this country reiiuires nothing like 
tho jiresont protection. 

nidll DUTY MAKES MICH SKIl.L ilNNECESSARY—THE I.OUISIANA SUOAR INDUSTRY. 

In (iractice they have not come up to the thoorotical yield of the beets: but 
tliey do it in Germany, they do it in Austria and in Franci>, and there is no good 
reason why they sliould not do it in ihe United States. exce(it for the fact the pro- 
fi'ction's so large it does not jiay them to make a wido study of such iinestions as 
this. 

Now, in Louisiana, when they had an onormons protection—the old protection— 
they went on making sugar in oiieii kettles. 

y. (By Mr. Ce.uike.) That was before tho McKinley tariff?—A. Clear before 
that. After the McKinley tariff caino into force, sugars were made free and 
domestic sugars were paid a iionnty. which was less than tlie former protection, 
but a good bounty. When that jieriod came they went to work and began 
to improve their methods, because they conid not got tho prices for the 
sugar, and in Louisiana to-day you will find as line plants as anywhere in the 
world. That was brought aliout Iiy low prices. When I first went into Cuba 
some years ago, when prices dropiied so low, a now set of men came in there; 
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and they built some of the finest factories in the world, worked them sci¬ 
entifically and got skilled labor, and found they could produce sugar at a profit 
at a price which everybody supposed would entail a heavy loss. That was the 
result of the stimulation of low prices. The .same thing happened in Demarara; 
the same thing hai)pened in Germany. Instead of lx3ing discouraged when prices 
went down to the co.st of production, they went to work scientifically and found 
a way to reduce the cost. 

Q. (By Mt. F.vRQUU.vn.) Have you anything to say about withdrawal of the 
Louisiana bounty? In what condition has it left the industry in Louisiana?— 
A. Bxcejit lor a very unfortunate froe;io that they' had last winter, something 
unavoidable—the sugar industry in Loui.siana was in better .shape a year ago than 
It had been previously. They produced a large crop in ISOT-O.S, and would have 
produceil a still larger croi) in ISpS-'jy if it had not liecn for thij, weather. 

U. (By Mr. Smyth.) Was not that improved condition due to the protection 
they had after the Diiigloy tariff?—A. As regards prices it was. 

LOW PRICES COMPEL IMPROVED METHODS—CANE AN ARTIFICIAL OROWTII IN 

LOUISIANA. 

Q. A change in that tariff would seriously alfect their |>ro8perity, would it 
not?—A. 1 will not say that. Tiicy had not begun to improve their methods until 
sugars went down to a point where it stimulated them; and tlu* prices in Louisiana 
during the last year or two would have b(‘on considered ruinous iio years ago. 

(By Mr. Cl.uikk.) Did not their iniprovemont begin under the stimulus of 
the McKinley tariff?—A. No; there was no duty under the McKinley tariff. They 
improved their methods when sugar went so low they could make no profit out 
of it. 

Q. (By Mi*. Smytil ) Do you think that industry could be i)rosperous if the duty 
was withdrawn?—A. No; 1 do not think so. i do not think the climate of Louisi¬ 
ana is adapted to the ju’oduction of .sugar caue. It is an artificial growth there, 
and they are deserving of the greatest cre<lit for being able to produce sugar there 
at all. It is only through the very best of work tliat they have been able to com¬ 
pete in spite of the protection. In the ca.se of be(‘t sugar it is another tiling. 

CJ. But the duty aiipiies to all sugar, wliethor beet or cane?—A. Yes. Our 
climate in the United States is as well adapted to the proiluction of sugar betds as 
any other place, whereas ihe climate of Louisiana is notadaptcsl to the jn’oductiou 
of sugar cane as are the West Indian Islands and [uirts of South Am(*rica. Cano 
in Louisiana never fully ripens. It is always cut fiefore it matures. It does not 
contain the sugar that is contained in the same cane in the West Indian hslands. 

THE TAKiFK AND THE SCGAR REFINERS. 

A great deal has been said about the protection accorded to tho refiner. Wo 
will see what they get. I can not give you the exact foreign eo.st of granulated 
sugar, but if I say .‘L( cents a pound it will be m‘ar enough. Now, tlie first duty 
that pays on 100 test would be $1 .<S25 per hundred; if tlial is lignred out it amounts 
to something over 50 per cent. The second rate for refined sugar is 12.’ cents on 
the hundred pounds, and on a value of cents woul<l he per cent ad valorem. 

Q. (ByMr. Far^uhar.) That is claimed to be insufficient, is it not? Considering 
the duties on refined sugar and tho countervailing duties against tho bounties in 
Europe, what is the ])roteclion to the American refiner?—A. Our countervailing 
duty offsets tho bounties in Europe. 

Then that is a protection here?—A. It is a protection against the sugar (coin¬ 
ing from those countries. 

Q. Sugar refiners claim there is insufficient protection to their bnsinosa now.— 
A. I think we can throw the bounty out entirely, and then in addition to that tho 
refiner has one-eighth cent per pound. 

Q. That is per cent ad valorem?—A. I believe that is the protection the refiner 
gets. If you have granulated sugar in Europe for (export to the United States at 
a given price, it pays one-eighth cent a pound over and above what is assess©*! as 
regular duty. That one-eighth (tent is the protection the manufacturer gets for 
refining sugar. 

C'(JST OF REFINING. 

Q. Can you give us the rate of profit to the refiner, independent of the tariff?— 
A. 1 am not acquainted with the management of rt'fineries at the present time. 
It would be my expeiience of 10 years ago, wliich is a back number now. I know 
what we figured our cost at that time; we considered it to be about a half cent a 
pound. 
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Right here possibly I might call your attention to this thing in the discussion 
that I have seen in the papers about the cost of refining sugar. Peoi)le seem to 
figure just the bare cost of refining. Besides the cost of refining, namely, liil)or, 
fuel, char, office expenses, etc., you must take account of packages, insurance on 
goods in transit, and interest on money borrowed to conduct your bnsine.ss. It 
may be that the concern has money enough to conduct its own business, but tho 
intere.st on th.at accumulated surplus ought to be considered. What it would co.st 
tlio refiner to-day I do not know, but it he has reduced the cost So per cent from 
those figures as we calculated them 13 years ago, I should consider that he has 
done very well. 

THE TARIFF AND THE BEET INDUSTRY. 

Q. (By Mr. Fabquiiar.) Suppose instead of one-eighth cent it was one-fourth 
cent duty, what effect would that have on tho consumer?--A. 1 tliink that would 
depend on the source of supply. If the present competition i.s w.agod for a long 
period they are going to continue to sell sugars at very little, if anything, above 
the cost of refining them. 

Q. (By Mr. Smyth.) Do you think .such a change in the tariff would stimulate 
the beet industry in this country?—A. Well, no. 1 think a man that can not make 
money under the present protection had better go out of business. 

Q. (By Mr. Ci.arke.) Prices would be lower without the present protection, I 
suppose?—A. Yes. 

y. Yon say low prices stimulated the development of the Louisiana industry?— 
A. I said it stimulated the improvement in the method of production. 

Q. (By Mr. Smyth. ) They had to cheapen the cost?—A. Or go out of business. 

Q. They went at it in a .scientific way?—A. E.vactly. Now anybody ought to 
be able to go into the beet industry to-day, if there i.s anything in it at all. and 
make money whether he knows anything about tho business or not. The sugar 
business i.s something to bo leirrued. I have been in tho business for more than :10 
years, giving most careful attention to it all the time, to the cost of production in 
all parts of the world, and 1 do not think that 1 have begun to know it yet. 

OUBA—I.ITTEi; FRESH UABITAI. (lOINCI THERE. 

Q. What is tho condition of the sugar industry in Giiiia at the present time? 
Yon .are intcro.sted in sugar raising in Giiba?—A. Yes, .sir. Before tlie insurrec¬ 
tion I ,(I.S0,000 toi).s of sugar: tlio crop tliat lias just closed, a little o\ er ilOO.UOO tons. 
Tliat reduction was hrought aliout liy tho insurrection and w.ir. Now the people 
are afraid: they have no money in Cub.'i, no availalde money for investment. 
Then- is jilenty of money in the Ignited States, and plenty in Europe, in England, 
and also in Spain. Tliey would go to Cuba and go into the sugar business, but 
they are afraid of the independence of the island and the withdrawal of the 
United States. 

tj. Yon think iti.s true that English capitalists .arc investing in (.’nlia at the 
present time?—A. C.apitalists liave investeil in railroads. 

Q. Any in sugar plautations?~A. I do not know of any. Tliere mayliave been 
some. They have invested ipiite largely in railroads. 

(^. Since peace?—A. Since peace. Before, these peoi)Io h,ad interests there, hut 
tlioy are consolidating and p.vtending. Very little fresh capital i.s going into ('ulia; 
ami the reason is. they see very clearly that if Cnhan sugars have to pay the high 
rate of duty in tlie Uriited States in the future, and sugars are admitted free from 
tho Sandwich Islands. Borto Rico, and the Pliilippines, and the domestic industry 
is stimulated by the present enormous rate of duty, they could not comijete. 

DOUBTFUI. WHETHER THE PRESIDENT COULD MODIFY TIIF. TARIFF AS TO CUBA. 

Q. (By Mr. Clarke.) Supposing Cuba should be iudi‘pendent, and there should 
he a reciprocal agreement between this country and Cuba, like that vvhicli is 
tieing arrangei] with the British West Indies, eonld the sugar industiy in Cuba 
prospiT?—A. Well, befoi’e I answer tliat question 1 should like to go back a little. 
Special power was conferred upon tlie President to make reciprocity trealie.s for 
3 years from the date of the signing of tlie Diiigley Act. That power expires on 
the 34ih of July, this month. Whether the President has a conslitntional power 
to make treaties affecting the tariff 1 am not able to state; .some l:old he has. but 
I think in the face of tlie coming election the President would be very cautious 
about exercising that iiower. , 

Q. Congress might extend the time, I suppose?—A. Congress might extend the 
time by a special act. Congress can do what it likes in regard to the tariff. It is 
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a very simple matter to make suggestions, and very good suggestions, in regard 
to the settlement of these matters; in privctico it is a most difficult thing to get any 
partial tariff bill through Congress, particularly if it is a sugar-tariff bill. 

Q. (By Mr. F.vkvuhar.) Without opening the tariff question at all before Con¬ 
gress, could not this take the form of reciprocal treaties with these countries?—A, 
I do not think so, sir, 

t^. I understand in the Dingley bill there is executive authority.—A. It does 
seem to me, if the President had the constitutional power to make treaties why 
did Congress take .so much care in (inferring such power and limiting it? I think, 
looking back at our treaties tor 50 years, that every treaty which has involved 
the expenditure of money, or has affected the existing tariff, has gone to the House. 

A 30 PKIt CENT UEDl'CTION OF DUTV W'OULU NOT MEET THE NEEUS OF CUBA. 

Q. Without any oi)euiug of the <|uestion of the tariff by the coming Fifty-sixth 
Congre.ss, if they took up the reciiirocal features and made the extension, it would 
accomplish all that wa.s needl'd in this matter?—A. No, sir. 

Q. Wliatelso is needeil?—.i. Suppose there is a change of 20 per oent. That 
will reduce the duty on ceidrifugal sugars from .'ril.tlS to .SI.:!."). That is against no 
duty from the Samiwich Islands, no duty from Porto Rico. My point is this: No 
country—I do not refer to Cuba especially, I only illustrate with Cuba—no sugar 
country in the world, in the face of thoonormons production, can hold the United 
States niarket in the face of di.scriminating duties, because the selling price of 
sugar ranges too near the cost of production. Now, the world's ju'ice of sugar 
two years ago ranged at less than the average cost of the world's production. 
Some few individuals were aide to make money because they thoroughly under¬ 
stood their business. These individuals were not conflued to any one place—they 
were all over the w’orld: but I lielieve the world's cro]i of sugar was produced 
at a loss for a period of at least three years. 

When you m<al(e some sugars free and put a higii tariff on others, the effect is 
to aid. fir.sl, the sugars tliat come in without duty: second, those witli a favored 
duty, tmd to leave oitt sucli as pay the full rato of duty. Tlie result would he 
that if there is any discriminating duty ihe enormous natural production will 
drop the price below the cost (jf production, .and no country can l■oulpotc in the 
United States m.arket against a diseriminaling tariff. I do not s:iy they will not 
coniiiote for a mouth or a year, but th(; effect in two or three years will be to drive 
them out of busiues.s. 

THE SUOAU DFTIES ANT) THE CONSUMEIl. 

Q. When American refiners claim that one-eighth of a cent is insufficient as a 
protection, and that one-fourth of a cent will be sufficient, what are wo to argue 
as to the condition of the consumer? Is the sugar chcapencil to the consumer, 
when the price of sugar is really regulated by the refiners of the United States 
and nobody else? By what pi'ocess will you cheapen the refiueil |jroduct for the 
American i)eoplo-for tho consumers generally?- -A. I would take the ilutyoff raw 
.sugar entirely, except countervailing duties against bounty-paid sng.-irs. 

Q. Mr. lla^ emeyer claims that would aholi.sh all the reliucries and break the 
husines.s topieces. —A. Do you think you understood Mr. Jiavemoyeri'ight on tliat 
point? 1 am very much inclined to think you are mistaken, f say tho way to 
reduce the co.st of sugar to the consumer is to abolish the duty on I'aw sugars. As 
to the duty on refiue<i sugar, one-eighth cent a pound is so small that f do not 
think it affects the consumer in .any way. If you want to reduce the ju-olit of the 
refiner, that is all you c.aii ilo; take off the oue-eiglith ct'ut a pound. 

With free raw sugar, whateffect would that have on the refining hu.siness in 
this country?—A. No effect whatever. 

tj, (By Sir. S.MVTH.) What would bo the effect on tho income of tho Govern¬ 
ment? If the duty on the raw material was repealed, what w’ould ho the loss to 
the (iovernment?—A. I couhi figure that, but it would be a rough estimate. It 
would he about .'i.'ifi.unO.OfiO. 

Q. In what form would tlie Government ninkn th.at?—A. That is a pretty big 
question. Wo have tariff taxation and internal-revenue taxation. I think one of 
the easiest ways tho Government can rai.se a revenue is on refined petroleum oil. 
There are many articles of that nature where the collection of tho revenue would 
he very simple. Not having given particular thought to tho ([nestion (^t revenue, 
I would only make the off-hand suggestion that a reasonable revenue tax might 
be ])lac<'d on coffee, and .an intern.al-revonue tax on many articles of domestic 
production, such as refined petroleum oil. 
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Q. Would not your argument in favor of the free imporiation of raw sugar 
apply to raw materials of every land?—A. Perhaps it would, but I would not 
make any statement as to things with which I am not personally familiar. 

I>f)MKSTI() PRODUCTION NOT DESIRABLE AT THE PRESENT COST To THE CONSUMER. 

Q. (By Mr. Clarke. ) Do you think it desirable to have a considerable domestic 
production of sugar—raw sugar?—A. No; I do not, at the present enormous cost 
to the consumer. 

Q. Do you think it desirable for the Government to do anything to encourage 
the domestii; production?—No: I do not. 

1,1. Do you think that prico.s would bo kept as low to the consumer without 
dome,Stic production as with it?—A. Yes; 1 do. The domestic production is so 
small a proiiortion of the consumption it practically has no effect on prices. 

t,), Suppo.so it should develop to bo a very considerable proportion, so that it 
would bo a factor in competition, would it not help to keep Iho prices low?—A. If 
it Ix'came a material factor in the supply, and materially reduced the duty-paid 
price of sugar in the Ifnited States, the effect would be to stoii the l oreign produc¬ 
tion of sugar so far as the United States market was concerned, becan.s« the cur- 
rmit prices are now and have been so near the cost of production. 

l^. Widl, wcjuld not there be sufficient foreign sugar imported to compete with 
the dome.stic supply, so that the effect of that competition would be to reilnce the 
price to the comsuiner?—A. When that prodnetinn gets to be a material factor in 
the supply of the United States it will naturally reduce the duty-paid price; with 
llie duly-paid price you reduci! the foreign value; in reducing the loreign value 
you very soon get lielow tlio cost of production abroad. 

y. Should yon lie able to purcha.so a foreign snjiply, at loss than cost of pro¬ 
duction though, if there was no domestic; production?—A, You can not pnrcba.se 
any article i'or a long period at les.s than the cost of production. 

y. As general proposition, yon think the interest of the consumer would be 
.safeguarded by domestic ]jroduction, do you not? -A. No, 1 do not. 

y. You refer to sugar alone?—A. 1 am siieaking only of sugar. 1 am not. .going 
into tho general matter of the tariff. 1 have always been a proteclionist in the 
jiast, hut 1 am trying to illustrate this thing ranter tin' cimditions in wliich wo 
iind ourselves to-day, the conditions which have grown out of the war with Spain. 

THE llEEr-SUdAll INDUSTRY OUOHT NOT TO UEylURE I'lioTEOTION. 

y. You think tho climatic .advantages of production in t'uha are sipierior to 
tliose in any))art of tliis country?—A. Certaiuly for the production of sugar cane. 

y. It would he practically impossible, them, for our growers to produce; lor tho 
general domestic market without .some form of protection? A. 1 ('.■m not answer 
that question. I do not know what the co-st of production of lieet sugar in this 
country i.s. I have already stated that the Germans have calcnlati'd that cost at 
cents a pound of granulated sugar, and if they are correct, and they would 
seem to bo correct from the reports of tho e.'iperiment st'ifion.s, it would not seem 
that hoet-sugar makers in the United States reiinirc any such protection as they 
ai'e accordial at the present time. In fact, tliey ought not to require any protec¬ 
tion. 


SUclAR MANUFACTURERS LOOK TO THE; TARIl'F FOR THEIR I’UOFITS. 

(I Do you think there would he any hoet-sugar industry in this country with¬ 
out some form of protection? A. If the people iiitlii.s country want to produce 
sugar, they would naturally come to tho point where they could prodnee that 
sugar at tho least cost and get thegre,atest profit. There arc; jieople in Boston, in 
the last year, who have been looking into the production of sugar as an industry. 
One went to the .Sandwich Islands liecauso, he said, “ Kandwndi Islands sug.aris 
coming in here free of duty, and at the present tariff 1 can get for my sugar, out 
in the Sandwich Islands, di'cents a pound. ’’ Another <‘oncern went to Porto Rico 
hecause. they said, ■' The annexation of Porto Rico is assured, and under the pres¬ 
ent tariff 1 can get 4J cents a pound for tho sugars which 1 can produce in Porto 
Rico, while they aroonly worth 2.(111 cents in Cuba." Another concern made an in¬ 
vestment out in Nebra.ska in beet sugar liecanse. they said, " Tho United States is 
protecting domestic sugar to the extent of a ton. Wo have got some vattle in 
Nebraska lhat we should like to feed as cheaply as possible, ani we should like to 
get the by-product of tho factory to feed them; and if we turn out Iff.OoO tons of 
sugar, under the great protection afforded by the Uuited States, it will amount 
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to about $400,000; and while we are not conversant with the sugar business, we 
believe wo can m.ake our profit there. ” 

I was senta prosiiectus of a beet factory; in fact, I have had a great many, butone 
in particular was very nicely figured out. They showed very large profits on paper. 
1 went through the figures and found them to be correct. I figured that out on 
the free-sugar basis, and found that th(sir very large profits were turned into a 
very considerable loss. That is, the profits they o.xpected to make were out of the 
e.visting tariff. Now. naturally a man that is conversant with the business, is 
(aiutious about entering upon a bu.siness that is dependent for its profits on the 
existing tariff, because, in myshortexperieuce, I have seen the tariff of the United 
States change with almost every Administration we have had. 

Q. (By Mr. FAiWiUUAK.) it has always been on the safe side for the American 
refiners; they have been accorded excellent protection by Congress?—A. Yes. 

NO TAIHPP PKOBABLE AOAINST HAWAII, I’ORTO ItlCO, AND THE I'lIII.IPPlNES. 

Q. (By Mr. Ci.arke.) Why do you assume that sugar must necessarily come 
in free of duty from Hawaii. Porto Rico, and possibly the Philippines?—A. Be¬ 
cause it does come in free of duty from Haw.aii. 

Q. I know it does under the existing arraugoinent, but is it necessary that that 
arrangement should be continued, or should be extended to Porto Hico .and the 
Philippines?~A. I do not lielievo th.at the United States is going to sid up a tariff 
against any territory or posses.sions belonging to her. Wholher it can be done or 
can not be done, I do not feel competent to give an opinion, but 1 do not believe it 
will be done. 

THE HAWAIIAN PI.ANTER RECEIVES THE SUGAR DUTY, BUT DOBS NOT PAY IT. 

In that connection let mo make a statement. The Hawaiian planter is selling 
his raw sugar in the United States, I might say in New York, at a price that gives 
him clear 11 cents a pound, lie is buying in tbo city of New York granulated 
sugar, made out of imported raw from Cuba and other duty-paying countries, at 
84 cents a pound or something less. In order to assure myself that tliat was a 
fact, 1 went to the New York custom-house within a few days and 1 said, “ I wish 
to ask yon whether the drawbacl: on graiiulati’d sugar is in force in roganl to 
Hawaii? In other words, if I come to you with I.OOI) Ijarrels of granulated sugar 
am I entitled to the drawback?" He saiil, “ Yes; you are. Wo pay you the draw¬ 
back." That is one of tlie many complications we havi' got into growing out of 
this war. 

REFINING IN HAWAII AND IN CUliA. 

(J. Is there any sn.gar refinery in Hawaii?-AA. I can not answer; I think there 
is one. 

y. Aro there any in Cuba?—A. One or two small local refineries, but there is 
no refined sug.ar exported. Refined sugar can be sent from New York to < 'uba 
in bond and undersell them there, although the duty in Cuba is 2 cunts a pound. 

GERMANY AND SUGAR BOUNTIES. 

Q. (By Mr. Farquhar.) How do you account for the great growth of the beet- 
sugar industry in (iermany?—A. That is easily accounted for tbrougli tho very 
large Ixiunties paid by the Government. 

y. They pay bounties and we give protection through tho tariff?—A. Exactly. 
It has been an enormous drain. The consumption of sugar in Germany in 181)7 
was .194,0(X) tons; the production of sugar, the past crop, in Germany was 1,725,000 
ions: the production was about three times the consumption. 

Q. That is all beet sugar in Germany?—A. Yes. 

Q. By a system of liountles, which amounts to tho s,ame as onr tariff here, the 
people of Germany have now. first of all, supplied their own home market with 
this beet sugar, and they have a surplus to export, and that comes into competition 
in this country?—A. Exactly. We endeavor to keep that out with a counter¬ 
vailing duty. 

OUR RESPONSIBILITY TO CUBA AND PORTO HICO—CUBA NEEDS ONLY EQUALITY. 

Q. Now, when the cost of producing the lieet in France, Belgium, and Germany 
is very near the same that it is in the United States, for the tienefit of the American 
farmer and people, why should not there be an inducement to sustain the present 
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tariff and produce all the sugar wo can hero without regard to Cuba or any other 
country?—A. There you have the question of our responsibility for these islands 
we have taken possession of. 

Q. As a business view. We are here as a business commission.—A. Wo have 
driven the government out of Porto Rico and Cuba, and have done so to benefit 
tiie people, ostensibly. If, through our tariff, we prevent these countries from 
sending their ]>roductH into the United States, we bring tliem to commercial ruin. 
That is the position we find ourselves in to-day, and which we have to consider. 
1 have given you my opinion iti regard to the manner of reducing theco.st of sugar 
to tho consumer. 1 should 1)0 very glad, indeed, as a ])roducer of sugar in Cuba, 
to have my sugars a<lmitted free of duty into the United States, and the present 
tariff maintained as to tho other countries. That is human nature: but I do not 
come bef< to yon t o advocate any such idea as that, and 1 will never go before Con¬ 
gress and urge thi'in to take any such position as that. Tliey havt' either got to 
put (hiba on a footing with other countries or they have got to tlirow her over- 
l)orird entirely ami let her sink—one of the two. If they would annex it and 
maintain the present tariff, that would be nice for me imliviclnally. but I would 
notask Congress to <lo anything of that kind. If they will allow tlie Cuban sugars 
to come into the United States on exactly the same l»asis as sugars from other 
countries, whether subjtict to duty or free of duty, we have nothing to say more. 

THE AMKRU'AX StaiAR RKKININO rOMPANV. 

(^. Fr ('0 sugar or tariff-covered .sugar, whatever it may he—how do you account 
for it in tliis coniitry that one great concern can name and maintain the price of 
refined sugar?—A. That soc'ins to bo very simple. The refining of sugar a few 
yoar.sago was in comparatively few bands, but there was considerable competition. 
Tho refining cai>acit:y w ts largely in excess of the demand. Everybody wanted to 
run full tiimx and the conso(iuence was nojic of them made any money. I was in 
tho refilling business foe U) years, and all tho profits wo made went into the 
inqToving of tho ])ia,nt, \intting it ill first-class condilion. We ])Oured money in 
l onstantly ami did not got a c<*nt of dividends. Then it was pro])o.sod to bring all 
of tlie houses together, and the American Sugar Refining Company, originally 
called tln^ trust, was formoil. 'I'hey wore enabled to fix a price for their sugars 
evory day, based on the market for raw sugar, and maintain a margin between 
raw and refined sugar that gave them a profit. Whether that has been too little 
<n‘ too mucli I do not attempt to discuss. 

Tlie only way to maintain the refining indn.stry xvas to monopolize it?—A. 
Tho way to get a profit was to bring tlie fi or s retinerirs together. 

(,>. So that, as you slate, since isi)I tho price of refined sugar is the price that 
Ilaveiiieyer and Elder put up on the wall?—A. Mr. ITavemeyer is Die pre.sident. 

That is simply tho controlling power, I mean.—A. Tliat is tlie controlling 

l)OW('r. 

<^il. Tliat is tlio cliicf executive power that fixes the price of sugar?—A. Yes. 
Those jirices arc based on tho market price of raw sugar. 

roMPRTITION WlTri THE AMEUrCAN ('OMPANY IS POSSIPI.E, llET NOT PROI’.APEE. 

t^. Do yon think that any strong competition in refining, under jirosont condi¬ 
tions, could over arise in thi.s country to tight tho American Sugar Refining Com¬ 
pany? - A. I should not ihink for a moment, of going into the sugar-refining busi¬ 
ness and doing my businesH cheaperthan the American Sugar Refining Company 
can do it. 

And make a reasonable profit?—A. Exactly. 

Unless connected with some other busiiK'ss, like tho Arbncklos, such as coffee, 
where tlio two things would imu-ge in the haiidsof thocouKinucr, ami where what 
Was lost <‘11 one could bo made up on tbo other?—A. 1 would not umlortako to g<* 
inio tbo i-fdining business in the United States with the idea of refining sugar 
at a, lower cost than the American Refining Company can do it. You ought to 
lo-‘Bp in mind that the moment tho margin between refined and raw sugar gets too 
largo it will admit refined sugar from Europe. You have only one-eighth of a 
cent a pound in the wav of protection. The American nffmor has got to do his 
business cheaper than t)ie European refiner can do it in order to get his profit, or 
sugars are coming in from the other 8i<le. There is an enormous capacity there 
for refining, and you have only one-eighth of a cent a pound between them. 

Yon consider the countervailing duty as a protection?—A. Certainly; 
against'Eiiropi'an refined. 

You think that by admitting raw sugars free into this country it would 
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make no (liflforence in the refining businGs.s of the country?—A. It would increase 
the demand for refined sugar. The lower you can sell refined sugar the larger 
the demand. The consumption of sugar per capita in England is considerably 
larger than in the United States, and tho reason of that is the lower juice. 

Q. Considering tlie amount of capital in tho American company, and consider¬ 
ing the methods they have of distribution and the markets they command for raw 
sugar outside of this country—in fact, tho jmwer of the American Refining Com- 
l>any—do you think it is jiossiblo for any indpjiendent conipanifes or association of 
indejieudent conii)anies over to come into comjjetition with the American com¬ 
pany?—A. It is possible, but not probable. 

(qj. Why imju'ob.able?—A. You maj- say tho imjwoved woolen machinery and 
yarn machinery have dri ven out the dlil spinning wheel in the country towns, and 
there is no probability of our going back to the old way in which our ancestors 
.sjmn their wool and made their clothing. It is unfortunate for a certain class of 
the pcojile, but the consumer, the greater jiart of the jieople. have been benefited 
by it. 


WITH R.VW SUCiAK PKEK. (lUA.Nl l.ATEI) .SHOUT,1) SEI.l. AT AUOtJT 3* CENTS. 

Q. If you could e.\i)lain to the commission wherein this consumer is going to 
get choaiicr sugar, wc should like to bear it.—A. By tho i-emoval of tho duty on 
raw sugar granulated sugar ought to soil in New York, and leave a fair profit to 
the producer and for the refiner, at a range of :J1 to -I cents a pound; probably ol 
cents a jMumd would be about the basis of the I'ost of granulated .sugar. 

Q. (By Mr. Clakke. ) You mean that as a retail jirice? - A. No: in .sjieaking of 
prices I sjieak of tho refiner's jirice. (Of course tho jobbers have to get their profit, 
which is about one-fourth cent a iiound. 

Q. (By Mr. FAin^rnAn.) The grocers make very little?—A. T'ntil the grocers' 
association was formed they made no jirolil at all. 

C^. That was a concession from tho refiners, was it not?—A. Tho refiners assisted 
in it. Tho refiners got out of the retail business and let tho jobbers make their 
profits. 

Q. (By Mr. .Smyth.) These jobbers are m.aking their jirofits out of the con¬ 
sumer?—A. E.xactly. But the consumer can not come with his jiail to the reliner 
and get his 10 jiounds of sugar. All these things have to bo distributed by some 
middle party: that is unavoidable. 

THE KKIT.NKlt’s MAIKHN HAS VAlHEIl. ON THE WHOLE, THE CONSor.tDATION HAS 
RKDUCEI) THE COST TO THE CONSUMEIi, 

Q. (By Mr. (fL.vRKE.) Basodon the relative cost of raw sugar, how doesthe jirice 
of refined sugar to the consumer comjiare, at the jiresent time, witli wliat it was 
before the American Sugar Refining ('omjianv was formed? -A. You are sjieaking 
of to-day’.s jirice. or tho current average ruling jirices? 

Q. Average ruling jiricos is what I mean.—A. I want to be a little cautions about 
answering that question, because the market has lluctuated so. After the forma¬ 
tion of this comiiany the margin between raw and refined sugar was considerably 
larger than it was before the combination. For (i mouths or a year jiast. jierhajis. 
while this .strong comjietition has been in force, tho margin has been considerably 
smaller than it was previously. 

Q. What strong comjietition do yon refer to?—A. The Arbuckles, Mollenhauer 
and 2 or k other houses. The margin was brought down as low as fiC or :t:i cents 
a hundred ponnd.s. Taking into consideration the fact that the raw sugar con¬ 
tained !»»! jier cent and tho granulated sugar 10b per cent; that they furnisii paclc- 
ages for delii ery, and the freight to the grocery or railroad for sliijiment; tho 
brokerage and the interest on money; insurance; ami that they havo to keep the 
refineries in the best possible condition of rejiair—taking all that out of the dif¬ 
ference between tho cost of the raw and the jirice at which they sell tho refined 
sugar, it is astonishing to me that they aro able to keeji the average margin as low 
as they do. 

Q. 'You think the general effect of the consolidation has been to imjirove the 
jirocess of manufacturing, reduce the cost of refining, and enable the refining 
company, if it chooses, to reduce the cost to tho consuirier?—A. Undoubtedly, air. 
And I think, as a whole, that they have done so. 

Q. You are not ablu to give the figures?—A. I would not attempt to give a defi¬ 
nite statement, but they have been running at lia to IJli cents margin and giving 
the benefit to the consumer. They do not do it as a matter of chiuity. They did 
that for quite a period; some weeks. 



THE WHISKY (X)MlHNATIOTs’S (KESirMED). 

Washington, I). C.. (h-lobi r Jf/, ISVO. 


TESTIMONY OF MR. EDSON BRADLEY, 


rrcaidcni of Jmericau Spiriin Mamifacturiny (.'ompany und vuv-prcMdcnt of The IHh- 
iilTnty ('ompani/ of .Intenca. 

commission mot at 11.10 on Friday, O(!iober20, 1890, Rofirosciitativc Livinjj- 
Hton iHc.sidin;^. Mr. Fdsoii Mrsulloy, alter beiji.u; duly aworn, t<‘.stilied as follows: 

(f. flly Mr. .FbNKs,} Will yini ^ivo your iiamof -A. Kdsoii Hradloy. 

if Your aildresfi?—A. H02 Fiffli av<‘ntio, Now York City. 

if Your oecnjialion?—A. I am jircsidont of a-distilling eforipany, and moreliant 
in my private Imsiness. 

(lb How loiii^: bavo you boon cii^^agod in the business of .selling wbiskies?—A. 
Twenty-seveu years. 

WT'I'NESH’ (ONNEGTION WITH VAIHOUS SPIRIT COMPANIES. 

VVHiat position do you hold in Iho Distilling ('oinpany of Ameriea,?—A. lam 
OIK' of tlio vlee-presideiirs, also a ilireetor. 

if And in tbo Aiin^riran Sjdrits Manufacturing (Company ^ —A. Fresident. 

if Alt' you connected with <‘itlior of the otlnu’ three eornjMuies tlial milered into 
tilt! IJistlHing (’ompuny of America?—xV. 1 am jiresideiitof the Kentucky Dislilleries 
and Warehouse Company. 

(y Are you conm'cted with tin' Standanl Distilling and Distributing (Jompanyf— 
A. 1 am a liiretttor. 

if And of the Spirits Distrilniting Company ?—A. I am not connected with it; 
havtt no ollicial connoo' ion. 

if We have had teslimony here with leftU’onct' to tlio tlovelopiiumt of the whisky 
industry in tliis comitry, and particularly in roferenet' to these larger eomhinatioiis, 
that has brought out tiie tacts pretty eomjdetely before the foniiiHion of tlie Ami'i'i- 
can Snirits Maiinfacliiring ('ompaiiy. Caai yon tell ns wliut arrangejiients were made 
with the preei'ding organization by the American Spiiits Manufai'turing Company 
when it was organized ?—A. I am not conversant with the liistory of these old eom- 
panies. My coming into this business was comparatively of recent date, at the time 
of the formation of the Kentucky Distilleries :ind Wurelmuse Company last winter, 
t )f course I had a little knowledge from hearsay with regard to these old companies, 
but no otlh'ial knowledge. 


I'RICES—RKIIATE SYSl’EM. 

(i>. Perhaps as a merchant dealing with tlio American Spirits Manufacturing Com¬ 
pany yon can give ns some information with respect tolln- j!rj< es of spirits from 
the time of its formation on, in a general way, if not in detail.—A. 1 can do that; 
yes. 

(h Will you b<' kind enough to toll us about the ttato of the formation of the 
American Hpirits Manufacturing Company?—A. I can not tell you that; I do not 
k now. 

Can you give us au idi'a, then, of the course of prices for the last 4 or 5 years?— 
A. What impressed my mind, and tbo only thing that 1 could tell you delinitely 
about, wa.s that pi^riod during which the rebate system was in operation, when the 
old oflicers of that company exacted at times very high prices for their manufacture. 
TJio system was this: An agreement was imulc by the }iurchaeerat the time of every 
purchase that <luring the year all articles which ho usiul that were manufactured by 
tbo Aiiiorieiin SpiritsManufactiiring Company wore to be boughtfrom that company. 
Ho was not to buy outside, and in cousideratiou of his so iloing he was promised to 
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be paid at the ond of the season or year a certain rebate on his purchases.* Those 
rebates were represented by certificates issued al the time of the purchase, and on 
tlio indorseniont of these vouchers for deposit in bank for collection it was so 
arranged that this agreement was made a condition over the signature of the 
indorsor. That was in effect for a good long time; 1 should say lor a couple of 
years, according to the best of iiiy recollection. I am not speaking with any knowl¬ 
edge save as a purchaser. During that time the fact that the trade was somewhat 
in the pow'erof this company was undoubtedly used to extort very great profits 
from it. 

Q. Were these rebates paid by the Ainericau Spirits Manufacturing (lompany, or 
by the old Distilling and Cattle Feeding Com[)any, or Imtli of them?—A. Doth, to 
the best of my recollection. I am not, however, sure of this; it is a very indolinito 
thing in my mind. At tlie time this was going on I was not connected with Iheso 
companies at all; and 1 am speaking very indoliiutely, of course'. 

Q. About what time, as near as you can re<-ollect, was tliis system of rebates 
given up?—A. I should tliink it was somothing like* three or four years ago. 

(^. In the last two or throe years, then, the American Spirits Manufacturing Com* 
pany has not boon following this robat<“ system?—A. Not at all.- 


PRKSKNT 1'OLICY: LOW ritlCKS, CASH. 

Q. What is the system of sales now?—A. The system of sales now, since I have to do 
with it ollieially, is this: In the first ])laco, we have reduced our aclJing i»rice to the 
very lowest possible price consistent with the making of any proJit. \Vc believe it 
is Indow the cost of manufacture of any other distilhT. \V<' make, of course, a. very 
small profit, but as much as we iulond to make for a good long tiinci to come. W<': 
have settled on this for a definite policy for some time. We are conconi rating our 
nianufacturo in a very few plants ami niannfaelnring on a great sealr. W<i mann- 
factnre mueh cheaper than formerly, and we introduce every known method of labor- 
saving economies of all sorts, and W4^ are giving tlie purchaser tlio benefit of that. 
Of course, our object is to do all the business wo can, like every jiiaiiufacturer, and 
wo do it by selling cheaper than other people do. Wo sell for cash, |iraetically. Wo 
sell the high-proof goods, such as alcolud, and onr terms are spot cash, sight drafi, 
with hill of lading attached, carload lots. We sell to largo buyi'rs; our hnsiness 
is exclusively with thorn; largely with the branches of disirihuting companies; 
not only with those controlled by Die Distributing ( 'o‘in]iany, but also with th<‘ so- 
called outside branches, tho.so that have arrangements with us to sell. 

Q. When you say, “We <lo so and so- A. I am speaking of the American Spirits 

Manufacturing Company now. 

Q. I did not know but you were speaking of the fiuir?—A. I was speaking of tlio 
oU(; alone. 


I‘R01’<>nTI0N OF TtlK WIIOr.K OtJTI’UT OF THE COUNTRY. 

Q. About what proportion of the total Output of the country at the pn^sent time 
has the American Spirits Manufacturing ('ompany?—A. About 85 per cent. 

What is the difi'oreuco botwoen the nature of the product of tlie American 
Spirits Manufacturing Company and the Standard D.istilliiig and 1 )isti ibutiug Com¬ 
pany, ifany?—A. In tho main they are the same, although the Standard Distilling 
and Distributing Company manufacture some specialties, giu and so-called continu¬ 
ous distilled goods, a cheaper grade of ^rhisky, .and they also put up tlieir goods in 
some cases at proof, instead of alcohol, as trade requirements may dictate. 

i). About what per cent of the output is umler tho control of the Standard Distill¬ 
ing and I>istributiug (.'oiiipaiiy ?—A. Koughly, I shonhl say about 85 per cept con¬ 
trolled by them. I may not understand your question; 1 have got this thing confused. 
I should have said the American Spirits Manufacturing Company and the Standard 
Distilling and Distributing Company controlled about 85 jier cent. 

Q. About bow i.s the percentage distrihnted between the two?—A. The Standard 
Distilling and Distributing Company produces, I should say, of that 85 per cent 
probably 50 per cent. 

Q. The Spirits Distributing Company is entirely a distributing company, J under¬ 
stand, and IS not a proilucing company at all?—A. It is entirely a distributing com- 
})au 3 '. It owns a rectifying and compounding establishniODt, but docs not produce, 
as a manufacturer, any spirits and alcohol. 


* See Mr. Clarke, p. 171; Mr. MoNiilta. iqi. 207,210, 211; Mr. Cook, ]>p.241,242; Mr. Lay ties, pp. 250,251. 
’ See Mr. Clarke, p. 181; Mr. Cook, p. 244. 
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Q. Is that mainly a distributing company f—A. Mainly a distilling coinpany. 

Q. In spito ol‘its juiuief—A. In spite of its name; it lias luauehcs of distribution 
also, but it is doing loss in ])roportiou than it formerly did as compared with the 
Standard Distilling and Distributing Company. 

J'UESENT PRICKS—JtECKNT RKr)U(}TION—CHIEF COMPETITOR. 

Q. You spoke amornont ago of the number of distributing agents that you had. 
Is the work of distributing the ]>r(»<luet largely in the hands of any omr of tliese four 
eoiupanicM that entered into tln^ formation of the Distilling Company of America?— 
A. 'I’he larger part of the distribution is in the hands of the JStajidarll JiLstilling and 
Distributing ('ompaiiy. 

C^. You said tlie prices bad been mncli lessened with the idea of making a small 
prolit and extending the marketas far us pj)ssiblc. Cor what time has this lowprice 
been hold on spirits?—A. It is about li weeks that the i)roseiit price.s have been 
in force. 

(^. llow mncli lower are the jiricos now than they were for some period biifore that 
time?—A. Tint basic prices, tlio publislied prices of the compaiiics, are about Icents 
lower than tlo'y were; but for along time the policy of the Slandard Distilling 
ami Distributing Company had been to cut prices in special cases wJiere competition 
was very severe wit ii the outside dealers.' Ofcourso, the natural tendency bail been to 
drift to tbrse lower in ices, and a considerable ]>art of th<i business was being done, 
before this complete change was made, at these low iirieos, ([uite as low as to-day; 
but within ti weeks the basis lias been pur at this very low i>oiut, so that all saios 
are now ma<lo at those tigures. 

i}. What is your price now ?—A. $1.22 per higli proof gallon. 

Q. How much is tax?—A. $1.10; 12 cents net for tlie spirit. 

t^. That is the price per lu-oof gallon for high |U'oof goods? Who is the largest 
competitor in the country now against yourselves?—A. TheMerehauts' Distillery at 
Torre Haute, Ind. 

Q. Have you knowledge so that you can ti^ll about what projiortion of the total 
output they control f-A. Yes; 1 think 1 can tell you, approximately, 'fhey are mash¬ 
ing aboul 5,000 bushels a day out of a total of 15,000, jiractically; 17,000 perhaps I 
should say.- 

Q. A ti'ilb' over 10 per cent?—A. 8omotliing over tlnit. Of coureo 1 give that 
from iiioru liearsuy again. 

Q. ('oiiUl you furnish the commission a list of the pric«‘s of (orii at Peoria, running 
back, wi^ will sa\', for two years ? Corn is your child' raw material, is it not?—A. 
Yes. 

(^. Of corn, ami of your tinishiMl product?—A. Certainly.'^ 


•Seo Mr. (’lark*-, p|i. ITS, IHI, 182; ]). 181), boltom. 

^Seo Mr. Jlk-c, j>. Siif/. 

^Tho Ibllowin}; talilo givos: 

Averagi' pru on roi oived by tlio “IniHtpor gallon of proof .siiirita. 

TIh) Hauio bwa irn!tc<l StaO's inlorual nn c^mie tax. 

'fhe satiio less tax and rebatos when robatOM \v<'i'e given. 

Rid. amount ivcoived by t be “Iriml " toi- i lu^ wpiriUj ubUiincd from I bnsliel of corn. 

Averagf prico of 4-orii per biialnd a(. Clib^ago. 

DitlftjviHclHit ween the value of 1 bnsbei ol corn and the value of the spirits obtabied from 1 bnwbol. 
The e.sfimated nmoinit )eceivo<l for tlie spirits obtaim d from 1 liusle i of <‘orn i.s based upon tlio 
av(>rago yield jier bushel rejiorted Ity the “Irusl.” for iis ilistillerii's for each year. 'I'liis dillers iVom 
tlie average yield Ibr all distiUeii»-s in the Ciiiled .Slale.s as re)iorled by file. Coiumiasiouer of Internal 
Ke\'enuo. I'lie tignrea reported by the '• trust" and here ueed are a.s iullows; 
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Year. 
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• 



'I'ho jiricea of spirits are those reported by the “trust." The nriceH of corn arc those of tln't'hicngo 
board of Trade, on which the price of 8)drits is based: see Mr. Ivioe, ji.StT. Both tlie.se serie.s of 
prices ar»^ taken for the most part, from llu' reports of the I’eoi ia Board of Trade, the jirincipal 
diatillerioa of the “ trust" being situated at Peoria. 

(Footnote continued on p. 810.) 
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Q. Pooriu ie your chief inaiiufii<turing point, is it not?—A. That is our chief point. 

(J. Have you luul any infornnition with roforouce to tho method of or^uuiizalion of 
the Standard J)is1illing and I'dstrihutin^? (’oinpany—the capitalization, the cost of 
the ]>Iant«, etc,?—A. No; that was before iny time. 

NI MUKH OF ALCOHOL ri..\NTS KUNNlNd. 

Q. Yon say that of late you liavo been concentrating tlio industry in compara¬ 
tively few plants?—A. Speaking only of alcohol. 

Q. Speaking of ab-oliol, how many distilleries has the American Spirits Manu¬ 
facturing Company running nowf—A. Wo arc operating !j at the ])rosenl. 

Q. Where arc these Jocate<l ?—A. There are 4 of them in Peoria and one of them 
at Terre Haute, Ind. 

(^. How does tlio oiitjnil of these 5 ilistillerics al thci present time compare w'ith 
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.71- 

1 .528 

.186 1 
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1. 14 

.24 


1.08) 

.479 

Aul'. 

1,05 , 

. 1511. 
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1 .. 530 : 

.085 ; 

Alik. 

1. 14 

.21 


I.U88 

. 453 

Sept. 
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. 205 . 

.84: 

.694, 

. 147 : 

Sopt. 

1. 14 

.24 


1. 088 

.433 

Oct. 

1. 11 1 

.210. 

. 862 

. 502 ' 

.360 

Oct. 

1. 14 

.24 


1.08? 

. 436 
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1. US' 

.218. 

.895 

.4011 

.494 

Nov. 

I. 14 

.24 


1.088 

. 3(;3 

IM-. 


. 220 .. 
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J. 14 

24 


1.08)- 

.347 

1885. 
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.98) 
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1.052 

. 1.52 
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.372 


Feb. 

1.04 

. 14 
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. 34.5 
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Mar. 

KOI 

. 14 



.345 

Aim. 

1. 11 1 

. 240 . 

1.068 
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.621 • 
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1.036 
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1.14 1 
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July . ... 
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.66^ 
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1.00 : 
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.321 
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. 200 . 
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.544 1 

Jan. 

1.03 

. 13 


.607 

.291 

F.J). 

1. 10 ' 
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.9IC 
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.538 ! 
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1.03 

.13 


.007 

.27^ 
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1.10 

.200 . 

.910 

.371 

. 5.39 

Mar. 

1.03 

. 13 


.607 

287 

Apr. 

1.10 

. 200 . 

.910 

.:i47| 
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1. 03 

.13 


.607 

.313 

it ay. 

1.10 . 

. 200 . 

.01(J 

. 355 ! 

. 55.5 

May. 

1.053 

. 153 


.71^ 

. 339 

June. 

1.10 

.200 . 

.910 

.347 

.,563 

June. 

1.10 

.20u.a$0.136 

. (i35 

.331) 

July. 

1.082 

.182. 

.828 

. 347 : 

.581 ' 

July. 

1. 109 

. 209 

u. 145 

.677 

.402 

Auk. 

1.008. 

.108. 

.902 

.420 

.582 • 

Auk. 

1. 138 

.238 

a.174 

.812 

.480 

Se]>t. 

1.114; 

.214,. 

. 975 

.387; 

. 588 

Sept. 

1. 142 

. 242 

u, 178 

.831 

. 507 

Oct. 

1.14 

.‘240,. 

1. 092 

. 349i 

.743 , 

Oct. 

1.142 

.242 

a. 178 

.831 

.407 

Nov. 

1.14 : 

.240. 

1.092 

. 862! 

.730 

Nov. 

1. 15 

.250 

n. 180 

.869 

.515 



.24o'. 





1.15 
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«.186 

.869 

.504 

1887. 






IH91. 






Jan. 

1.14 

.240 . 

1.108 

. 365' 

.743 : 

Jan . 

1.15 

. 250 

u. 186 

.876 

.488 

Feb. 

1.14 ' 

.240 . 

1.108 

.347 

.771 

Feb. 

1.15 

.259 

a. 186 

.876 

.524 




1.108 

. 357' 

.751 i 


1.63 

. 263 

rt. 191! 

. 937 

. 620 




1.108 

. 305 

.743 ! 


I. 178 

.278 

ft. 214 

1.008 

.709 

May. 

1.064; 

.164. 

.758 

. 379' 

.379 : 

May. 

1. 176 

. 276 

ft. 212 

.998 

,612 


1.06 

.160.. 

.7311 

.371' 

.308 : 

June. 

1.17 

.270 

ft. 206 

.970 

,581 

July. 

1.05 ' 

.1.50. 

.691] 

. 3661 

. 328 ' 

July. 

1. 17 

.270 

ft. 206 

.970 

.615 

Aug. 

1.05 ' 

.1.50'. 

.693 

. 4021 

.291 

Aug. 

1.174 

.274 

ft. 210 

.989 

.632 

Sept. 

1.05 

.1501. 

.693 

.419} 

.274 • 

Sept. 

I. 18 

.280 

ft.216 

1.018 

. 584 

Oct. 

1. 0.5 

. 150’. 

.693 

.417' 

.276 1 

Oct. 

1.18 

.280 

ft.216 

1.618 


Nov.' 

1.0.5 

.L50'. 

.693 

.442, 

.251 

Nov. 

1. 18 

.280 

ft. 216 

1.018 

.635 

Doc.! 

1.05 : 

. 150. 

.693 

.4881 

. 205 

Dec. 

1.18 

.280 

h. 199 

.927 

.492 


•SB 

3S 

© 

i ® 
• ” ® 


.:iSl 

.;j48 

.GClt 
. <»it5 
. 055 

!741 

. m 
. ;Hir> 
. :ior) 
.2H« 
.259 
. 251> 
.244 
. 257 
. 2H2 
.284 
. J4G 
. 284 

.:n6 
. :s2i) 
. 420 
.204 
.470 

.2m 

.275 
. 442 
. 424 
,444 
.454 
.365 

.488 
. 452 
.417 
. 21W 
. 486 
.489 
. 455 
.457 
.444 
.466 
.:W3 
.445 


a Itchato, 6.4 cunts. 


h licbaU*, 8.1 4 coots. 


(Footnote (HuitiDUeil cm ]>. 817.) 
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tlifi output of the American Spirits Manufacturing Company 2 years ago? Ik it 
greater or less?—A. It is larger. 

Q. Do yon knowhow many distillerios were running at that time?—A, I coiilil not 
tel] you; I think, though, about 12. 

Q. About how many (listilleriee are runuing lor the proiluetiori of proof npirita in 
the country at the present time?—A. I know of but 4 outside of our distilleries. 

(J. So there are only I) or II) iu the whole country f—A, Tliore may he other small 
ones, but I do not know of them. 

UKVRIUOU WMI.KKin.S—TOTAI. OUTrUT—PltOl'OUTION CONTIiol.LKII, 

Q. Whilt is the nature of the product of the Kentucky Distilleries and Warehouse 
Com|iany ?—A. E.xclusively Bourbon and rye whisky for aging; biu'orago whiskies— 
whiskies to be used as a beverage.' 
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.115 



. .538 

.290 

. 2-12 
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818 HEARINGS BEFORE THE INDUSTRIAL COMMISSION. 


Q. About what iiroportion of tho output of companies of this kind does your com* 
pany coutrolf—A. That is a very difficult <|ue8tioii to answer. 

Q. Will you ('X]dain why?—A. We have been in operation such a short time that 
wo have not doiiioiistrated what port of the trade we can control. Wo have 53 
disfilleries, whoso piovious output, as shown by the tax payments on whiskies at 
theso distilleries duriuj; tho past 5 years, warrants us in believing we may manu¬ 
facture there and soil f),50(h0(K) gallons. In addition to that ;^e are operating 2 
very large cheap-whisky distilleries, the output of which is dependent upon trade 
demands. Our assumption is we shall make there 5,000,(XK), making a total of 
1 l,r)()0,(K)0 gallons this year. It would appear that the consumption of Kentucky 
whiskies for an average of 5 years was in the mdglihorhood of 20,000,000 gallons. 
So we shall possibly make about threo fourtbs of it. 

When you speak «)f Kentucky whiskies, do yon include upder that name rye 
whiskies made in the East also?—A. Oh, no; only those made in Kentucky. 

Yen control also some largo distilleries that manufacture a somewhat similar 
])roduct in the East?—A. We do; yes. 

What are they?—A. The llaunis Distillery, the Mount Vernon Distillery, the 
Monumental Distillery, and the Philadelphia Pure Rye Distillery, all iu tho East, 
and one, the St. Paul Distillery- rye-whisky distillery also—in the West. 

0. Is this St. Paul Distillery the same one that was formerly owned by the Amer¬ 
ican Spirits Manufacturing Company?—A. 'i'lie same; yes. 

i}. It was owned, also, earlier l»y tho Distilling ami Cattle Deeding Company?—A. 
Tliat was hack of my time again. I think that is so. 

Q. lias it, in your knowlo<ige, been used for the production of rye whisky, or was 
it used for the production of alcohol earlier ?—A. For the production of alcohol. 

With reference to tho production of these distilleries you have mentioned 
in the East, can you give us an ostiiuatcof tlieir output, so that w'o can form a pretty 
deiinite idea of the propurliou it hears to the total output in this country tliat is 
maiinfactnred for aging?—A. We shall make about one-sixth ol‘the output of the 
p^astern ryes; tliat would about 2,000,000 gallons. 

So far, then, as tho ])rodu< tion of rye whisky is concerned, you come a long way 
from having a monopoly of the product?—A. We come a long way from mouopo- 
li/.ing anything. 

Q. At the same time, so far as the output of spirits is concerned, you come well on 
toward 90 per cent of it?—A. Yes. 

KKXTUCKY DISTILLKUIKS ANI» WAKKHOfCOMt'ANY AND OTUKK SUllOHOlNATK 

C OMl’ANIK.S. 

Q. You are familiar, T understand, with the details of the organization of those 
difiereut companies into the Distilling Company of America. Will you toll us, to 
begin with, what tlie nature of this organization—tho Distilling Company of Ainer- 
j(.a—in,and what ilsrelation is to thoditlerentorganizationsthafcame Into it? Tell 
us, in the hrst ]>lace, your general plan of organization.—A. You would like mo to 
begin with tlie Kimtucky Distilleries and Warehouse (.’ompany? 

i). I would.—A. Tho Kentucky Distilleries and Warehouse Company was organ¬ 
ized about P’ebruary last for the purpose of purchasing tho Kentucky distilleries— 
solely Kentucky distilleries. I should like to refresh my memory with figures as 1 
go along, if you will permit me. 

ii. Certainly.—A. (Referring to inemorandum.) It w'as organized with an author¬ 
ized capital of $12,0(K),()0u of preferred stock and $20,0<K),000 of common stock. 

Q. What w'as the nature of the preferred stock?—A. Seven per cent cumulative. 
$10,r>00,()IM)of tho preferred stock ami $18,500,090 of common stock was issued by tho 
company for property purchased and for a working capital of $1,500,000; and tho 
})ropertie8 acquired iiy the (^oniiKiny through the issue of said stock were and are 
the Kentucky di.stillery properties now owned by that company, together with about 
90 per cent of the stumlard lM aud.s of Kentucky whisky. 

Q. Do I umlcrstaml the distilleries cost iu cash $10,5(M),000?—A. The distilleries 
ami brands cost the company, together with the w'orkiiig cajiital of $1,5(M),000, 
$lO,50O,tK)O prefiuTcd and $18,500,000 of common stock, as I have stated. A propo¬ 
sition was made, to tho company to transfer tho various Kentucky distilleries now' 
owned by the company, together with $1,500,000 of cash-working capital, for tho 
full-paid stock as stated. This left iu the treasury unissued $1,500,000 of preferred 
stock and the like amount of common stock. Of tlie other sulisidiary compaiiieB 1 
have, as I have stated, no knowledge in their beginning. When I came into this mat¬ 
ter they were in existence and operating. Their capitalization is as follows, or was 
at that time: Tho American Spirits Manufacturing Company, .$7,000,000 of preferred 
and $28,000,000 of common; the Spirits Distributing Company, $1,250,000 of tirst 
preferred and $1,575,000 of second jireferrcd and $3,075,000 of common. 
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Q. Will you give, in connection with the amount of tlio ])rcferro(l, the nature of it; 
for instance, the lirst preferred, what was the p(!r (amt?—A. 1 think that is h per 
cent. 

Q. Yon have not the ligures?—-A. No. The Standard Distilling and Distributing 
Company, $8,000,000 of preferred and $16,000,000 of coiniiion. 

DISTILUKG COMPANY OF AMERICA. 

The Distilling Company of America was incorporatc^d about 3 or 4 months ago. 
It was created for the juirposo of pnrehasing the stocks of tlie 4 companies I have 
mentioimd, and it has purcliased on an average 05 or 06 per (auit of these stocks and 
is to-day the owner of them. Tlie capital of that cojnpany is $55,000,000 preferred, 
$70,000,000 common, of whi{di $1^3,750,000 remains in tlie treasury of the company, 
'fhe balance was paid for the stock of the underlying companicH and for the Phila- 
(hdphia Pure Rye Distillery, for the money suhsoribed for the purchase of the Hannis 
Distilling Com[niiiy'H distilleries, and $1,500,(X)0 for treasury working capital. The 
Distilling Company of America is not an operating company; it is simply a majority 
stockholder in these subsidiary corporations; incorporated under the laws of New 
Jersey. 

ADVANIAGES OF (JONSOLIDATION. 

Q. What was the purpose of bringing these 4 companir^s together into this new 
company, which should not be an operating company but which shouhi simply con¬ 
trol Hio majority stock of oa(;h one of them?—A. It was believed that by securing 
harmonious operation in this way they would all ho mucii more effoctivi', as they 
certainly an^, than opi^rating separately. For (ixample, the Inisiaoss is very much 
fnrtjicr(3d by preventing tln^ mamifacturt' of spirits in the State of Kentucky and the 
mannfactiiie of whiskies outside the State of Kentucky-outside of the territory 
where the alcohol is made; both c<*mpariios hciielit largely from that fact. Also, it 
was possible to use, of course, move harmoniously the great distributing machinery 
of tin; distributing companies for tlic selling of Kentucky whiskies, and thereby make 
a groat saving in the expenses; and Llie benelits are endless. Any great business of 
tliat order (!Oiitrolling every branch of the business naturally works to the advan¬ 
tage of all. Through all these houses we supply a wholesale dealer with everything 
lie uses in doinostii; goods, and with the sale of one of course wo got the trade of the 
others; so they are all benefited. 

CONTKOI. OF CONSTITUENT COMl’ANIES—PERSONAL POWER OF DIRECTORS. 

(^. Tile othcers of the Distilling Company of America are in a position to direct, as 
niui;h as they Ihink wis(‘, the action of each one of these separate eomjninies?—A. 
'I'hey naturally, as majority stockholders, control the hoard of directors of under¬ 
lying companies; that is to say, they have iiieu who arc guided by their p(>li(;y and 
advice in the board of directors. 

i}. Von spoke of the otlieors of the Distilling Company of America being majority 
stockholders in the (Mimpany?—A. 1 mean oliicially so, of course. 

if . Is it true that the directors have personally a majority of tlie stocik ?—A. 'Phey 
do notown it personally, hut do control it. Thedireclors have a very large percent¬ 
age of the stock, and their friends have a great deal, and they hav(i a very largi^ 
lollowiiig. They are men who understand the Imsiiicss thoroughly and have the 
contidenei; of the slmikholders, and, of course, control a majority of the stock in tliat 
way; but they do not own it in person. 

METIIGD OF CONSOLIDATION. 

Q. Will you explain more in detail than you have done the plan by which the 
stocks of these dillereut compauies were pureliasod with stock of the Distilling 
< (unpany of America?—A. Tho Central Trust (Company of New York received as 
inisteo, or whatever the relation might ho, tho stocks of these inergor or underlying 
c-ompauh.g in exchange for the stock of tho Distilling (Company of America, upon a 
basis which yon have there, I believe, which Wiis otfered through the public press, 
■giving a certain percentage such as they deemed host for tliC8<; different stocks. Of 
course they purchased them not upon an e(|ual basis, lieeanse the earning capacity 
of those difforimt (jompanies was not o<iunl. They tried to do it as e((nitahly as pos¬ 
sible, and offered as o(jUitable prices as possible uj)ou the basis of their earning 
c.apacity. For (example, the Kentucky Distilleries and Warehouse Company received 
35 per cent of preferred and 15 of common for its prefernul stock, and 70 per cent of 
common for the eoiuinon stock. That is, 70 per cent of the common stock of the 
Ihstilliug Company of America for the common stock of the Kentucky Distillerie# 
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and Warehouse Company. The others were proportionate, as their eaminc oapacitv 
was estimated.' » t j 

In onler t*) oarry out this plan ot combining these different organizations into 
one yon had a coumutteo on organization appointed to attend to tho work?—A. Yes, 

This comniittoe on organization was appointed by whom?—A. It was largely 
intlneneed by those men who owned a great deal of stock. This thing was gotten 
up, ol conrse, foi- the purpose of carrying through tlio combination of those (mtire 
properties ior the trade reasons I have given you, and tli<‘se hien who wer <5 very 
heavily int<Test<‘d in the stock were naturally the niovors in that thing. 

In selecting a committee?—A. Yes. 


l‘nOM<»'lKKs’ PROFIT. 


Q 1 notice that in the proposition made liere, it is stated that there was put 
into the hands of these organizers $31,250,000 preferred and $16,250,n(X) of com- 


' Ihe lolloping the deposit agreement umler which the (ionsolUlation was elfected: 

Whereas I . bewis Anderson nmi Henry 1). Macdoiia, Itoth of tiic city and State of New Vork 
hereina ter ealled organizers. proiMw to create uiuUr the laws of the State of New Jer.sev. or of 
he apjirovcil hy lfi«' counsel of the organizers, a corporation, to l>o known as Tho 
instilUiig tompanv ot Amenc.a (or some other name salisfai tory to t in* organizers), hereinafter called 
the corpoiation, the olijeet ot which corporation shall he. among other things, (he nianufacturo, sale 
di-strihutjon, and warehousing o| whisky, spirits, and nh'oliol, which coriioration sjiall have an 
mithonzed capital stock of one limidred and tweiity-Hve million dollars ($125.U00 O(K).OO) cousistinc of 
(l!55.ei'tMiOO.OOi preferred stock, evidenced by five humircil and fifty thousand 
*70 non niti »cvoii per cent eiininlative preferred stock, and seventy million dollars 

($70,000,()tW.00) oomnioii stock, evidinced liy seven hundred lliou.sand (70u.000) stiaie.s of common 
stock. 1 he cliartcr of tlie corporation shall contain such other provisions an the organizers and their 
counsel may approve; and 

Whereas there have hcjutofore b(‘cn onianiziMl .and are now in evisteneo th.. fVjnnu-M..r . 


i-oiiiiuoii sUx'k 


{h) Kentucky Distilleries and Warehouse (,’o. thereinafter callwl Kentnekv Co.), organized under 
•':i' iiig an issued -apital stock of (en million five hundred thouHaiid dollars 
($ 10 ,.X) 0 . 000 ) sevi n per cent. (7^t») cumulative preferred stock and eighteen million live hiimlred 
thousand dollars ($18,i»iK).(i(K).(iU) common stock; 

(c) Spirits Distriluiliiig (’om)iaiiy (hereinafter l alled Distributing Co.), organized under llie lae s of 

issued capital stock of one million two hundred and liftv thousand dollars 
(|l,.;Sl,()O0.ti0) SIX per I'oiit. (dO-i) ciuinilative first luefcrred stock, one millioirdve hundred and 
8 eveiity.hvc fhoiis;,nd dollars (.$1,575,(100) two per cent (2"„) noncmimlative second preferred sfock 
and three inilljoii si.< hundred and seventy-live thoiisajiKl dollars ($:i,(375,OOO.nO) eomnioii stock all of 
said common stock being non- owned by the Standard Distilling and Distributing Compauv hcn^iii- 
after relerreil to: i .• 

(d) Standard Distilling and Dlstrihuting Company (hereinafter called Standard (.’o.), organized 
under the laws ot New .lersey, having an issued capital stock of eight million dollars ($H,000,000.(H» 
seven percent. <7“,,) cnumlative preferred .stock ami sixteen million dollars ($10,UUO,000.(X)) common 
stock; and 


AVhercas the organizers contemplate that ibe corporation shall .iCAiuire and become (lie owner of at 
le.ist a nugority ot the i ntiro issueil caiiit.Tl slock of the Manufacturing Co., of the Kentucky (^'o.. 
and ot the Sfaiiilard Co., and ot eacli of tlu'UJ, And shall also acquire and hciuuue the owner <if at 
least a majority of the entire issued iireferred stock of the Dlstrihuting Co.; and 
M hercas the organizers contoniplalc that the corporation shall nr(|nir(' and become tho ownj^r of 
either the ryo probertios hereinafter named or of tho entire «-apltal .sto<-k (less such nominal numln'r 
of shares as shall be nc-iessary to qualify directors thereof) of a certain other cornpaiiy which ma^' 1 h> 
organiz.ml (which other company is licreln.afte,r called Rye (’o.); and which Rye Co., if brg.aniz(id, shall 
ac(|uiro by piin-haso or otherwise become Ihe owner of the following rye distilling luojiertics- 
(ft) Atlc.ystijinetv-tivc])crceiit (95%) of the entire capital stock oI lluunis Distilliug Company of 
Philadelphia and Baltimore; and ® 

(5i St. Paul Di.stilh ry; and 

Wlicreas the organizers further contemplate that the eornerntion shall be furnished with a cash 
working capital of at, least one million live hundred thousand dollars ($1,500,000.00); and 
Whereas the organizers conPmiplalc that the corporation shall retain in its treasury enough of its 
preferred and comm<»n stock witli whicli to i-nabb- it to ac<tuire, if in its discretion it slionlil Ao desiie 
(luii without any obligation so to do), by exchange or purclnwo, or otherwise, all of the remaining stock 
of the Manufacliiring Co., of tho Kentucky Co., of the Standard (;o., and of tho preferred .stock of tho 
Distnlmtiiig Co., upon the same or a similar basis to that herein provided for the acquisition of said 
nmjority stock of (ho Maniilacluring Co., ot tho Kentucky Co., of the Standard Co,, and of said inajoriiy 
preferred stock of the Distrilmting (Jo.; ami 

Whereas tho oiganizors further coutemplate that in addition to so much of Its preferred and com¬ 
mon stock that is to remain in tho treasury of the corporation for tho acquisition by tho corporation 
of the reriiaining stock of the Manufacturing Co., of the Kontucky Co., of tho Standard (Jo., and of 
the preferred stock of the Distributing Co., as hereinbefore recitml, the corporation shall also retain 
m Its treasury for future luirimsos twenty-throe million seven hundretl and fifty thousand dollar.n 
($23,750.000.(K») ol its preferred stock and twenty-throe million seven hundred lind liltv thousand 
dollars ($2.'l,75o,0()i).00) of its common stock; and 

Whereas it is further conteinplat^id that the organizers shall, ns a purchase jirlce. receive from and 
be paid by the corporation thirty-one million two hundred and fifty thousand dollars ($31,250,000) of its 
preferred stock and forty-six million two iiuudrcd and tlfty thousand dollars ($46,250,000.00) of its com 
iiion stock for all of the said issuotl catiital stock of the Manufacturing Co., for all of the said issued 
capital stock of tho Kentucky Co., for all of the said issued capital stock of tho Standard Co., and for 
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mon stock, for the nnrehase of the entire stock of all these four companies, 
which on the basis laid down in the plan makes $20,540,000 of preferred and 
$32,890,000of common stock. That leaves a surplus in tlie hands of these or^jan- 
izers of $10,710,000 of preferred and $13,360,000 of eoniinon; wha^ use was to be 
made of that surplus left in their hands?—A. That was to pay as far as it was 
re(inired for the stock of the underlying companies not yet deposited with the Cen¬ 
tral Trust Company. Of course there is still ontstandiug stock of those coinpajii(!s. 

Q. The $20,540,000 of preferred atid $32,890,000 of common stock is made np on tlie 
basis of taking in all of the common and all of the preferred stock of these com- 

ftll of the Hiiid iflsnoil proferrod atock of the DistriUntjug Co-, jnid lor said oim‘ niiHion live liiindrod 
tliouHan<l dollars ($1,500,000.00) cash working; ciipital, and for said ryi' jiroportit^w or tlio ejitiro capif*l 
stock of said Kyo Co., leas tbo directo's’ ijuulifyiinf sliaros aforc.said, and that for every said share of 
said stock of tins Alaimfactiirin^ Co., tho Kentucky Co., the Standard and iho DistHlnitiii^ Co., 
not liirnt'd over and transfci'nMT by th(^ organizors to tho <-orporalion, then' shall l>c dedneted ami 
retained by (ho oor)>oratiou from said purc.haso price an appiopriafo ainoimt of the profeirod ami 
connnoti slock of tho corporalion, c.alcdlatcd upon Die basis liercinaflcr siiccilU'd; ami 

Whereas for the purpose of carrying out lliis agreement tlie Cent mi Trust i.'ouinany of Now York 
(liereinaft'Or called Trust Company) ia liereliy dcslgmated and made Die depository noroumier; and 

Wlioroas the nmlersigned are respectively tho noiders and owners of the certain nuniher of pre¬ 
ferred and common sluires of said Manufacturing (.'o., of tho Kentticky Co., of Dio Standard Co., and 
of tho prefiirrcd stock of tlie Distributing Co., set opposilo their respective natnes; and 

WiicretLS tho undersigned aro wiiling and jlesiro to .sell, transfer, ami assign tlieir said respective 
sbaros to the organizers, for and in cousidcrulioa ami upon the basis of Die exchange hereinafter 
specified; 

Now, Dierohire, in consiileration of tlie premises and in I’arllier eonslderation of Die sum of one 
ilollar ($1.00) to each of tlie undersigned by tho organizers in liand |)aid, tho receiiit of whicli bv eacli 
of the umlersjgneil is Itorohy rcspoctively acknowledged, the undersigned do bercliy severally, hut 
not.jointly, agree to and with tlie organizeis as follow.s: 

I. The tiiidersigiioil do hi'reliy severally agree to s«dl to Dio organizers and do deposit witli Die 
Trust Coirifiany, properly indorsed in l)lahk. ami lieuring t he proper n'venne stamps, oertitlcak-H rep- 
roHi'Titiiig certain of tlie iirefcrrcd and common shares ol‘Die Maiiul'actnriiig Co., tht^ Keuturky Co., 
tlio Sknidard Co., ami of the priderrcd shares of tho Distrilmtiug (’o., tho ainoiuit of which is desig- 
iia(<‘d opposite Dicir respoctivo jiames. The Trust Company sliall issue nppropri;it« Icmporary 
Jiegotiahle reccipls evidemung sucii do]>oslts. 

II. I'or each of said preterrt.Ml shares and each of said common slmrt'S so deposited lieremidcr Dio 
nmlersigiicd resin'ctivcly shall he eiilitled to rweive fiom the Central Trust Company, when this 
ill'l l oim III .-.ii.ill ha\ ( hci OHIO operativo and when ami us the new sitcnritios shall Imvo been receivtsl 
hv .'iiid rni-.! Comp.iii.v- Die IVdlowing: 

I'lir e\* i \ ^.lid pr< reri'i d share of the MannI'acturiiig Co. fifty per cent (50%) thereof in preferred 
stock of tiu)corporation; 

For every said efiimtion share of the Mamifaetnring Co. twcuty-flve pcir cent (25",i) thereof in 
liomnion stock of the <-orporation; 

For I'verv saiil preferred shari' of the Kentucky Co. nighty-live per rent (85'%) thereof in jirefcrrcd 
stoiik and lifteen ]H‘r ceui (15'^y) thereof in commoii stock of tlio corporation; 

For ei’cry said lioiiimon share of tho Kentucky Co. seventy per cent (70%) thi rcof in coinimm stock 
of Die corporatism; 

Forevory said preferred sliaro of the Standard Co. eiglity-fivo per cent (85",,) thereof in preferroil 
stock jind iifleeii per emit (15"„) thereof in < omiii<in stock of the corporation; 

For every said common share of the Standard Co. sixty jicr cent (60%) tlieroof iu <‘onmion .sto<'k 
of Diecorjmration: 

For evi'j'y said sham of Die first preferred stock of Dio Dislrilnifiog f^o. eighty per cent (80"o) 
Dicreof in preferred stock and twenty per cent (20"o) ilie.ieof in common stiK'k of the coiporatiou. 

For every said share of second prei'eiTcd stock of flic DislrihutingCo. twenty (ler ciuil (20%) thereof 
in pml’erreil stock anil f wimly per cent (20"„) thereof in common stock of the corjioratiou. 

III. This agreement shall iiot become binding, operative, and eflecllve unless there shall liave been 
deposifed lioroumler witli Die Central Trust f.’ompany nr under similar agreements certiflcatos repro- 
sisiting a majority of Die entire issiieil l apital stock of the Manuractnring Co., Kentucky Co., 
Sfandard Co., ami of each of them, ami of tho jireferred stock of tlie Distributing Co. 

'file Central Trust Company m;iy. in its diserction, in lion of the actual dspositwith It of cerliticntes 
for shares, accept an agreoment in writing to make such deposit upon five d.ays' iiolice from the Trust 
Comp.niy so lo ilo; and Die deposit when made .shall he deemed to hiivi' been made within tho timo 
liiiiilod (ir extended as heroin provided. In <•ompuling a maiorlty of stock to render ibis agreoment 
operative Iherc shall he included any and all shares as to which obligations to deposit tho same shall 
he accepted by the 'I'rust Company. 

IV. When this agreement has hocomo binding, operative, and olfective the Central Trust (’ompany 
shall deliver to tho Stall' Trust Company all of the stock doj»ositc<l hereniidernpon tho Central Trust 
Cmnpany receiving from the Slate Trust Company shares of stock of Die corporation adequate and 
siillicicut to pay The said purchase price of Die stock so dciioaited Iicreinidcr. 

V. .Tline :ioth, 180fl, is lierehy designated as the date of vho expiration of the timo for the deposit of 
the shams herenmlei, but such timo may he oxtomlcd, not exceeding thirty day.s thereafter, hv ngree- 
iiieiit liotwccn tho organizers, the Coni ral Trust Company, and tlio State 'I'nist Company; and in case 
the State Trust Comi»any shall not within thirty days after said June 30Di, 1805), or after tho expira- 
lion of any oxtomled tiihe, notify tho Central Trust'Company that Iho organizers am ready to com- 
ph'lotho luu’chaso of Die shares so deposited hemmider, the sliares deposited hereunder shall bo 
returned by the Central Trust Company without charge to the dopo.sitors of the same lestmctiyely 
or to the holders of said rooeijits upon iho surrender to tho Central Trust Company of saiif rccelpto 
duly endorseil. 

VI. For purposes of convenience copies of this instrument may ho sigiieil. and when so signcsl all 
of such eoploR shall be considered as originals, and signatures thereto shall Im considered tho same aa 
th(nigh,apponded to one copy hereof. 

vn.'Tlie deposit with tne Central Trust. Company of shares lioroumler shall Iiavetho same force 
and otfect as though the one making such deposit signed this instrument. 

Dated New York, Juno 21,1899. 
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panioB on the baflis suggested.'—A. There was a certain amount of this stock which 
went to the subsoribors for the $3,500,000 that was used to purchase the Hannis prop¬ 
erties aud this $l,500,0(X) working capital. That stock was divided. I can not tell 
how tliat was done. There was a bonus given with the stock, as is always given in 
these inattors, to those who subscribed that $3,500,000. There was $3,500,000 of cash 
paid into this Distilling Company of America proposition, and the subscribers got 
the prefei red stock aud a bonus of common stock. 

i). I had understood from the statement you made before there was about $1,500,000 
paid inf—A. No; $1,500,000 of working capital, aud about $2,(X)0,000 was paid for 
the Ifannis properties. 

Q. Do you include in that the St. Paul property?—A. 'flic Hannis aud the St. Paul. 

Q. That wjbs $2,000,1)00?—A. That was .$2,000.()00.. 

Q. That was paid in cash?—A. That was paid In cash. 

Q. Was there any other obligation left upon these organizers of the companies 
besides turning over this stock, and turning over the Hannis and St. P.aul distiller¬ 
ies?—A. No. 

Q. That discharged their obligation?—A. Yes. 

Q. After they have turned over all this stock of those diflerent companies with 
these two distilleries the rest is their profit as promoters?—A. That is right. 

ANNUAL KEQUIREMBNTS FOR PREFEllKED STOCK iNCREASEI). 

Q. At about what price is the preferred stock of the Distilling Company of America 
selling?—A. About 13, I think. 

Aud the common?—A. About 14. 

Q. In this organization that was made of those difTerent companies was there a 
reduction or an increase of the fixed charges for interest, for dividiuids on the pio- 
ferred stock, etc., made by the combination?—A. I ilo not think 1 quite understand 
your qncistion. 

D. Taking all the preferred stocks of the original companies, of c ourse, there was 
a certain interest charge that was required. Under the newcompany there is a pre¬ 
ferred stock of- A. $31,250,l)0(). 

Q. .Seven i)cr cent. Now, has the charge upon the company as a whole been increased 
by the change or decreased?—A. Slightly increased. 

(J!. Do you recollect the increase?—A, About $250,000 a year, I think; in that 
neighborhood. The preferred capitalization has increased from about $28,325,<X)0 to 
$31,2.50,000—about $2.50,000 increase. I can not say exactly, because I do not know 
exactly the rate of interest on the old preferred stock; but it is about $250,000,1 
think. 

DIVIDENDS. 

Q. Do you recollect whether the American Spirits Manufacturing (-ompaiiy had 
before paid its dividends on its preferred stock?—A. It had not. 

Q. Do you recollect whether the otlu^r companies liad?—A. The Standard Dis¬ 
tilling and Distributing Company had', the Kentucky Distilleries and Warehouse 
Company had paid one dividend, and the Spirits Distributing Company had paid 
dividends. 

Q. Three had?—A. And the other had not. 

Q. Under the new organization either all would have to be paid or none, 'fhe 
point is this: Before, the preferred stock was divided into five dilfcrent parts; two 


' So<) tubular Htateniunt an t'ollowH: 
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The annual dividend roqniroment of $20,540,000 7 per eent preferred stock of the new ooinpaio^ is 
$1,437,800, ^13,700 leia than tlio total requiroment.s of tlie old preferred stocks. 
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might and the other three might not pay dividends; but in the reorganization with 
this added charge, niiless all cud he paid I a^eunie none <*au l>e paidf—A. Yon inu.st 
not confnao the 8ubje<;t. The underlying companies are ah8olut<dy iuciepeudeat of 
the Distilling Company of America. These companies will declare their ilividonds 
upon their earnings if the direettors think right, just as they have done in the 
Of course, it is true the Distilling Company of America will not declare a<livideml, 
except for the benefit of all that part of the holding that was paid for these stocks, 
hut the underlying companies still continue—some to declare dividends, others not. 

0. So far as the minority stockliolders are concerned, they are in the same posi¬ 
tion as before?—A. Absolutely; undisturbed. 

1 ho limds irom which the Distilling (.’om])any of America must jiay its divi¬ 
dends, if at all, come from the dividends of these dilferent companies and from the 
profits of these new companies- the Haunis Company and others?—A. 'fhat is right; 
r will say these rye com])anicsarc to be jn<;ori)orated in the Rye Distil 1 ing ('onipany; 
so tliat will bo a subsidiary branch of this whole oiganizatiou. 

Q. That is something contemplatedf—A. A new company will be Ibrmeil to 
include these rye distilleries. 

Q. Under tlu^se ciiauimslanccs that will stand us another suhsiiliary com[)aiiy, all 
of whoso stock will be hold by tlio Distilling (.’ompanv of Amerbaf —A. That is 
right, 

ADVANTACES OF NEW JKUSKY COIU’ORATION KAW. 

Q. You said a moment ago that this new company, the Distilling Company of 
America, was organize^l under the laws of Now .lerscy. Where were the otlier com¬ 
panies that have gone into the combination organized?—A. The Kentucky Distil¬ 
leries and Warehouse Company is also organized under tlio laws of New .lerscy. I 
can not say jmsitivoly, but my impression is that tin? Spirits Distributing ('omi»any 
and tbo Standard Distilling and Distributing (/Ompany aro also New dtirsey organ¬ 
izations; hut tho American Spirits Manufacturing Counmny is organized under the 
laws of Now York. 

Q. Wo have had some to.stimony in the last 2 or 3 days with reference to the rea¬ 
sons why tlmso larger organizations in so many eases incorp<natcd ninlcr tho laws of 
Now .Jersey; what, in yonr Judgment ainl tin? Judgment of tlie other men in this 
organization, were the reasons ior your organizing in tl>o State of New .Jersey 
instead ot New York or Kentm-ky?—A. Less taxation for one thing, and immuiuty 
from liability on tho part of the stoekliuldeis and olliecrs under certain conditions. 
We do^ not have to publish reports, for instance, as wo do iu Now York and some 
other States. Tiiese aro tlie reasons, so far as I nu<loi'Stand tliom. 

With reference to the publishing of i'ei)orts that you have Just spoken of, there 
are, I believe, under the statutes of tbo State of Now .lerscy, certain .annual rejxirts 
with relcrenee to olbcers that are to be lile<l?—A. The rejjort to which 1 ref<‘rre<l is 
the aniiual report, lih-d in Now York, which if not filed makes the ofiiceis liable for 
tbo existing iudebUalness. No sm-h report as that Inis to be filial in .New Jersey. 
Wo do have to file a report giving tho names of the ollicers, etc., but the tailnre to 
report <lo(?8 not, as 1 understand it, subject tho otficers or stockholders to any debts 
of the organization. I may be wrong; 1 am not a lawyer. 

COMPLIAN(?K WITH NEW' .JEHSEY LAW. 

Do you know whether these animal reports have, as a matter of fact, been filed 
iu tbo State of New Jersey?—A. of onr companies? 

Q. Of tin? four companh?sf—A. Y^os; 1 think Ihey havi* all bcmi filed; that is my 
understanding. 

Q. Have you kept for each one of those companies a regular transfer olfico iu the 
State of New .Jersey?—A. Yes. 

<.}. Can you give the name and address of your New .leraey agent?—A. Tbo Ken- 
tiieky J)i«tilleries and Warehouse Company, and tho .Standanl Distilling and Dis¬ 
tributing Company, and the Distilling Company of America have us their agent Mr. 
A. (.^. Carretson, whose oHice is at No. I Kxehange place, Jersey (’ity, N. .1. Tiie 
•Spirits Distributing Coinjiany is represented by Mr. (Jeorge P. Vickers, 243 Wash¬ 
ington street, .lersey City, N. J. 

Are tho certificate and transfer books of these three companies you hav<? men¬ 
tioned as ro])roHonted by Mr. Oarretson kept in his olliee?—A. Jt is my understand- 
*ng that duplicat<?s of them aro kept there, and that tho stock is received there when 
presented. The general transfiT books are kept In Now York City, but at any 
moment, if re<iuired, they would be sent over there if needed for any purpose. They 
are kept tluTo merely as a matter of conveuieuce. We keep duplicates there at 
Larretson’s office. 

Q. The stock has been received there and stock has been trauaforrod there?—A, 
Yes. 



824 1IE4 RINGS BEFORE THE INDUSTRIAL OOMMISSION^ 


Q. Is there kept in Mr. (•arrotson’s office a list of tlio stockhoUlers, with address 
and amount of holdinjjjsf—A. Yes. 

Q. Kept posted up to ilatef—A. I nmlerstand so. 

Q. lias that been true?—A. In the jiaetf 

Q. Yes.—A. SofarasI know since I have had anythiiip: to do with the matter; yes. 

Q. Since Von have been an officer?—A. Since 1 have been an officer. I have not 
personally seen the books, but it is iny understanding that has been done all this 
time. 

(,». So with reference to the other special matters reqnireil by Now Jersey law, has 
Mr. GaiTetsou kept posGal in a eonspicnous ])lace Hie naines of Ihesii eonipanios be 
repvesenis * —A. Tliiit lias been done continuoimly. 

Can you make tfto same statement with refereiM-o to Mr. Vickers? --A. Yes. 

(^. With reference to the stock and transfer books also?—A. Vcs. 

INTKKXAI.-HEVKXUK UliCEIPTS WorLI) RE (JHKATRU IF IlIK l.'ATF WEUE rOWRR. 

Q. If the (|no8tion were asked about Iho opinions af those in the spirits manu¬ 
facturing hnsiness in ibis country as to an abatement of the internal rovenne fax, 
coubl you maki' any statement on that poirit?—A. IVrsonally 1 Ihink the ta.\ rate 
is too high for the grealost revenue to the (loverumeiit. I Ibink they would get a 
greater revenue at 5H) cents, or even a little less, tliaii tlH‘y <lo at the present time.' 
Our companies are not interested in that question particularly ; I tain not say tliat 
wo shoiihl not bo like everybody idse, glad to see the tax rate reduced; but I do not 
think we would .ask for it. There are some administrative features of flm law we 
should Very much like to sec ehangod, hut I do not think wo would ever take any 
action to reduce the tax on whisky. 

OHSTKUcniVK UEYKNUK KFUIJI.ATIONS. 

Q. What changes would you suggest?—A. In the mlininistvative features of tlio 
law ? 

(^. Ycs.—A. That i.s a very long story. The law is very obstructivo and noods 
many dianges. Wo aro terribly hampered, for instance, in our export business. 
We have not the privilege, for examphq of exporting bottled whiskies in bond to 
foreign connti ies. We are not permitted to bottle and retain in a bonded wandioiise 
until wo have orders Ibr sbipmeut, and consequently our exports are delayed two or 
three months putting iij) special lots of ox])Oi t goods. We ccriainly should liave the 
privilege of keeping these gooils in our w'arehon.se, lioiided. the same as barrels. We 
can not detain at scaboanl either; wo are no tietter otf fhcje; but must send them 
right out as soon ns they are put up. Just to show you how remarkahle the law is 
in many respects, w'e have tlio juivilege <if expm ting whiskies on which the tax is 
paid and oldaining a refuml on the whisky. The tax is kept at $1.10. When we 
export w liiskic-s that have paid irl.lO wo can only obt.iin a refnml of 90 rents, heeaiise 
the law was not eiiangcd to include the,change in the tax rates. There are thou¬ 
sands <d‘ such things going on every week that aro ohstructiug oiir business and 
from which tin* Government oiitains no n^vonue uv protection. 'I’hcre aro any nnm- 
ber of instanees of obstruction of distillorjcs that aro pcrlbiTly ridiculous, that have 
no betiring on the Governmeiit’.s revoiiuos and still hamper us in our business.- 

ii.ucn DisTiLLixi;; tiik hksi lt of too riKJii a tax. 

We have found this a very serious matter, one W’hich intorosts the (tovernnient as 
well as us. In this country lo-day there are hundreds of distilleries, little hits of 
ilistilleries, making everywhere from I barrel to 10, In, or 20 barrel-s that enn not he 
reached by the ('Ov ernment because the expmtse w'ould l at uji the roveiim-:; and 
they are making whisky illicitly every day in the year. There certainly ought to 
be some method provided. 1 would suggest lu) self a very high liceiisi'. tax, so as to 
prevent a man from running hikIi a distillery so long as llie laws are- a,s they are; 
and if necessary a man slionld not be permitted to make whisky unless on a suf- 
iicieiitly large scale to justify putting a Government oflicor there to w'atch it ami 
see that the Government got the tax on the whisky. Of course, we are interested 
in that because we pay our taxes, and the Government is interested because it wants 
to collect its tax. The reduction of taxation is something tliat w’e i-ertainly can not 
say anything about. 1 do personally believe the tax is higher than liie Govern¬ 
ment can collect. I do not believe it is jmssible for the tjovernrnent to collect $l.lf 
in a great spread-out country like this; they are not doing it. There is aiienormo’ 
amount of illicit whisky made. Of course, if you reduce the tax to a point who 

> Seo Mr. M<'NuU:i. )q». Mr. Cook, p. 2411; Mr. Luyties, p. 2r)l. 

.Mr. Clarke, pp. 1S2,18.; : Mr. I.iiylien, p. 2‘>y. 
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the incentive is not great enongU they will stop of thoir own accor<l. Tf yon to 
75 cents, they will not make any to speak of. At 90 cents they will make coinpura- 
tively little. 

Q. Yonr judgment would he that with a tax of 75 cents and a more complete 
collection of the revenue, the revenue would be as great?—A. In my judgment, it 
would bo greater. 

Q. As low ns 75 cents?—A. J tliink so. The statistics of the revenue department 
show the greatest revenue per capita was at that rate, and every increase lias 
lessened it ordinarily. It docs not come, in my opinion, from the increased use. If 
a man wants whisky, he buys it, whether at $1,10 or loss; hut it comes frotn remov¬ 
ing the incentive to illicit distilling and robbing the (Tovernmont. 

Q* (By Mr. FAR(iPiiAU.) Have you any estimate of the whole amount of this 
illicit distillation—tlie increase?—A. No; no one can tell that. \Vc only Judge from 
the unlimited opportunity that men have to carry on that trallic, and from tlie very 
great nnmher of .seizures made of illicit stills, which is only a small percentage of 
the number of those engaged.' Many of them have been running for years itofore they 
are caught. The statistics show tliat every increase beyond 75 cents lias lesseiu'd 
the (lovernment’s revenue; an<l that, to my mind, shows how great the illi4 it dis¬ 
tilling is. 

ir.MCIT STILLS ALL OVER TIIK CXITKO STATES. 

Q. How wide is tlie distribution of tlicse illicit slilJs? Is it I(K;al?—A. Oh, not at 
all; it is all over the United States. 

Q. Over the United States!’—A. All over the country; greater, perhap.s, in the 
Atlantic States, in the mountains of the Atlantic coast and in Tennessee lhau any¬ 
where else. I simply made that statement hecauso there the greatest seizures are 
made; hut tlie thing is done riglit along in New York City. Some of tlie biggest 
illicit seizures are inad(‘ in New York City. Only a few months ago one was seized 
there, making a barrel a day of whisky; and it bail been running for two or three 
years within two or three blocks of the ollice of the chief of internal revenue—right 
in the middle of our city. What is to prevent if the ineentive is sunieient;’ I can 
run a still in niy house on Fifth aviumc tor live years and defy them to catch me. 

PUOITTS OK ILI.ICIT DlSTlLLINli. 

Q. (By Mr. Jenks.) How e.vpensive is it to put n]i a still that will manufacture a 
barrel a. day?—A. It could he, done for but the profits are siiiijily terrific. 

Tiiey make a ])roiit <if $,^(l or $10 a barrel; even sidling at the actual cost of whisky 
to those who jiay the revenue.- 

(i>. (By Mr. FAUoniAU.) Mow largo would the distillery liavo to bo to justify the 
Uovernmeiit in keeping oftieers thereN-A. It is eustoniary to rim a distillery about 
200 <lays in the year. It does mit run very .'^atislactorily in h()t woatlier, es]»ecial]y 
tlH*.s(5 little houses where the fai ilities are poor. 'I'he cost of the (Invermnent ollieer's 
woulil bo jirobably .about $2,500 a year to the (ioveriiment, ami tlie.v would have to 
stay there after the operations liad been suspended to giianl the whisky that had 
been made; that would be about $8 per day, and I he (lovcinnu Mt's re.veiim' would bo 
about $10 on the barrel at tlie ])rosont rati*. 'I'liev could well afford ]nit two men 
tlu'ie to guanl that distillmy if they were making a coaph' of barrels a day—that 
would he about 25 bushels-bill lliey <Io not do it. 1 Iiave a little plantation in 
North Carirlina where I go to shoot <|uail. I know a man worth $2.50,000, and he has 
no vocation on the earth except running a littbi still on which by no possible chance 
conlil a man make his daily bread if lie paid the ta\ ; and he is a. very ri<di man. It 
is only about a 20-buslicl house, hut bo is tlu'rieiiest man in that section of tin* <-onn- 
Iry. ;iiid owns about .‘>0,000 acres of land. It is not so very valuable land; but bo is 
rich; he is a man very well uj)—a groat politician, by the way, and runs the wliole 
county. 

HETAILI.NMJ AND CONSII.MPTKXN OF ILLK IT WHISKY. 

Q. (By Mr. Kennedy.) Do you know anything about the sale of illicit whisky to 
the retail trade?—A. I h.ave a good deal of knowleilge on that. 

Q. Do the illicit distilleries divide thoir gain with those who sell it?—A. They 
have to give a little of it, ae the stntf is very poor and they have to give a hid for the 
business. They do not give much. I own two very valuable trade-marks, the Old 
Crow and the Hermitage. These trade-marks are pirated all over the country, and 
1 liave a man seeking constantly for the infringers of them among the retail trade. 

1 got one year in Now York City over 9,090 bottles of whisky bearing these labels. At 
least 80 j)er cent of that was illicit whisky. Of course, most of lhe.se infringements 
occur in the dives, you know. 

How do you know that?—A. It is the simplest thing in the world. It is very 


' For th© number i>r soiziires, sc© p. 843. 




826 HEARINGS BEFORE THE INDUSTRIAL COMMISSION. 

poor, lias got a nasty sort of suiell, aod anybody familiar with it can tell the instant 
ho pots his HOMO over it. I know, of coarse, that was sopplied by these fellows to 
the toueineut houses all around the city—to tlieso men in small quantities and 
bottled; and there, of course, the Govorniuont officers absolutely lost trace of it. 
There is no way you can trace it there, and it is a favorite method of distillers of the 
illicit stuff. I Juive informed the intHniiil-revonue officers, but they did not seem 
inclined to take it up. There is no ouostion the country is full of it. 

Q. Does it reach the better class of retail placesf—A. Very little. Tho quality is 
too bad for that. I think the great majority or bulk of it is stored in the locality 
where it is produced, probably. Th<j difficulty of transportation of that stuff, where 
it is made in the country, would make it probable that its use is coulined to the 
iiiiiucdiato neiuliborliood of the stillhouse. This stuff' I am speaking about is no 
doubt made in the big cities, whore it is easy to get it into tho saloons without discov¬ 
ery; but the thing is going on to an eiiorimuis extent; there is no donibtofthat. How 
much, you can not tell, until you redm'o the whisky tax. That is the only way you 
can got at it; but yiJU are offering a tremendous premium now for it. You know, I 
sujipose, that during the< ivil war, when you raised whisky to-^2, tho revenue ceased; 
thoGovernmont got no revenue; practically nothing at all. 

Q. (My Mr. .Jknks.) 'riieii it di’ 0 ]»ped back to 50 cents?—A. Thou 50 cents, and it 
went to a tremendous ligun;; .and 75 rents was found to bo (lie greatest revenue- 
producing rate. 'I'bisistoo great a country to watch that thing, you know; you 
can do it in Kngland; they do it after a fashion, because they cover every few acres 
with a revenue officer: but you can not do it here.' 

CUKAI' ’WIIISKIKS, 

i^. You said some time ago that one of your comp.anies, I think it was tho Amer¬ 
ican .Spirits Manufacturing Company, had one large distillery which manufactured 
cheaj) whisky ?—A. M'ell, all these distilleries of llie Standard Distilling ami Dis¬ 
tributing Comp.any make so-called whisky; it is n(»t whisky; it is proof spirits, put 
up in (diarrcd barrels so it is colored, you know, and sold for chea]> whisky. 

Q. 1 was going to ask you to <^xphiiu that.—A. It is not whisky, technically; 
teehninally whisky is not reelilied; that is to say. it is not run through charcoal, so 
that all the impurities are taken out of it, all the essential or fusel oil; it is the 
crmlo distillation for lli<“ fermentation of the grain or inasli, ami depends upon tlu* 
aging or oxidation that occurs in time to remove these oils and fusel alcohols. That 
is. strictly speaking, whisky; the other is spirits, but put up in a shape that causes 
it to be, (lesignated whisky in the trade.'’ 

Q. Is the price such that it pays to make tha^’ stuff in any large quantity in.stead 
of making the ptiro spirits?—A. The cln-ap whiskies you have reference to? 

Q. Yes.—A. Those whiskies are usually sold for a very trillo over the spirit price; 
they do <'ommaDd a little bit higher price; you see they are in condition to bo 
bought by the retailer and used, as he gets them. The high-proof spirits must be, 
roctiHod under the rociiliers’license, changed into other paokages, rcdm'cd with 
water; that a small man is not prepared to do; so it does command a price a very 
triffe higher. 

THK YIKLD PKll HrsHEJ. OF COUN. 

Q. In connection with the figures you said yon would furnisli mo with roforenco to 
the price, the monthly price of coni and spirits, could you add also tho average 
yield jier bushel of corn ?—A. Yes.' 

Q. And I should be glad if you eoubl run that average yield back, s.ay, ten years; 
the annual average. -A. I I'an give you tho ap]»roxlmato yiebl. 

The. average yield from corn made by your distilleries now, I suppose, is bigbor 
than the rofiorts of the intoriial revoiine would show?—A. I suppose so. 

(^. You can tell us the yield ap]iroxiniately ?—A. Yes. The yield in the alcohol 
distillorii's in so-called finished goods, that is, high wines, after it has been recti¬ 
fied in charcoal, is about 4.80 gallons of proof spirils per bushel. Tho yield of 
the whi.sky distilleries of Kentucky, for iii.stanee, is about the same, but that is 
not what eorrcsjionds with the high wines of the alcohol distillery, and would be 
reduced to about 1.00 or 4.1)5 gallons after tlie product is rectltied; it is now barreled 
just a.s it conics from the still, so that the yield in the alcohol dislillcrios is a little 
greater. 

PUICK ql OTMIONS—HIGH WINKS—i»U<)<»F HPIUtTS. 

Q. Your basis for quotation of pricos is jiroof spirits, now, is it?— A. Yes. 

Q. Some years ago it used to be high wines?—A. Yes. 


• For table of reM-nnK arnl uppansut couHiiaiptioii at differont rateu, aeo p. 843. 
*Se«*Mr. Clarko, p. IS8. 
p. 215. 
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Q. If a pePHon is to make a comparisou between early prices of high wines jukI 
the present prices of proof spirits?—A. It makes no dirtercnco. 

Q. It is substantially the same?—A. The term high wines was more descriptive 
of a kind of product, and prices were based after all upon proof gallons, so that 
makes no difference. 

Q. The prices were the same although the name is different?—A. They were the 
same; yes. 

COMPOUNDINC; OF WIIIHKIES. 

(^. In connection with the bnsinoss of uny one of these four companies, do yon do 
any compounding of whisidosf—A. Yes. 'fho Standard Distilling and Distributing 
Company’s braiKihcs compound and make up all combinations in which spirits are 
us<'!d for distribution to th(5 trade in such forms as they re(jnirc them. Y'ou see, for 
instance, in New York, (bo distilleries “ bring down ” the liigb-proof ulcobol, as it 
is technically termed; they reduce it witli water, and barrel it half proof or of 8ii(;h 
strength as desired, sometimos adding some whisky to it. That is done in all onr 
brauclies. 

Q. Von make practically any kind of whisky that the tru<le wants?—A. Anything 
that is wanted wo make. 


KENTl'CKY WHISKIES. 

It might interest yon, possibly, a littb‘, to Insir about our Kentucky business, 
prices, ote. 

Q. Yes.—A. We acquired, in onr purehases of the Kentucky distilleries, as I have 
said, some iifty-odd distilleries, and among them nearly all of the valuable trade¬ 
marks in Kentucky, riiere are but very few loft outside. Now, trade-marks, of 
cjnirso, enable ns to olq.ain a better price for the product than if they were staple 
goods without a name. To the extent that we manufacture these we are charging 
prices that are a little lower, but ind much, Hum prices heretofore charged by the 
l>revious owners, <>ver a series of years, on the average. In the v<‘,ry large staple 
w'lii.sky jlistillcries, however, which we hav<i built, and which are now operating, wo 
are producing a very good whisky ami selling it at 15 eenis a gallon, which is easily 
tlie low'cst cost (‘ver known of any* whisky made in the State of Kentucky; ;md that 
wo are selling all ovi-r the rnited States to anybody w'ho wants it—a good whisky, 
hut witliout a trad»i mark. It is impossible for any distillery in the State of Ken- 
tiiekv, oiitsido of this company, to produce that for 15 cents; they can not make it. 
Of course, in doing tlmt wo are serving the real purpose that this combination was 
ititemled to serve by evolution. 

Q. Clieap production?—A. (’lieap pro<lnction; we still make a profit on tluit. 
whisky. 

THK I'OLICY OF LOW FIUCKS. 

Q. I understood yon Jio say that your prices were now made uniform, under the 
latest planf~A. The aleohol ])ricoR? 

Yes. Would you not, under these circiimstancos, cut in special localities, to 
protect your custom against any competitor that came inf—A. No. Our policy now^ 
is dolinito for a year ahisad, ami we are making contracts a year ahead with any¬ 
body who wishes to make them at that price—$1.2,3—for high proof, and we propose 
to adhere to that without any regard to what competitors do. We <lo not aim to 
monopolize tb<‘. bnsim!ss. It is not iiocossary to do that. You can make all Ihe 
money yon want by simply keeping down to the price where the industry will not 
bo increased as to production. 

Q. > ou are making your prices an absolute price, for a year aliead, of $1.23, regard- 
loss of what the price of corn is?—A. No; that is based upon the corn price—always 
n])on 30-ceut corn. Of course, all these prices are baseil upon a stipulated corn 
price. 

Q. 'fhon, as a matter of fact, this $1.23 is simply based on 30-cent corn; if the 
])rice of corn goes up the price of whisky goes n]i to correspond, and if it lowers, in 
the same way T—A. Yes. We believe^ that alcohol can not he made in thol'nited 
•States by anyone for less than $1.20, and if they aro selling it- for less they are sell- 
nig it at cost. We are making a fairly good profit, good enough, and we propose to 
cuntinuo on that basis indefinitely. If we put it much higher we shall have com¬ 
petition as sure as we are alive. The trust, or so-called trust, is not proof against 
<;orupetitioii. 

UYK WHISKY (X)MBINATION. 

Q. How long has there been a rye whisky combination that has been large enough 
and completo enough to be really otticient in making economies in the traile?—A. 
Rye whisky? 
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(J. Yes.—A. There never was such a thing until we had purchased these few 
distilleries. 

COMPOONDER-S INCRRA-SING—NO OI.SCRIMINATION. 

ij. (By Mr. FAR<ii'iiAi!.) Is the hnsinesa of compounding—that is, the business of 
compounding tlmt is done iudepeudent of distilleries—on the increase or d(U’.rease in 
the <'Ountry l—A. On the increase. 

q. Do your comiianies give any advantage to the compounders over .ind above 
other dealers in proof spirils?—A. Right along, yon meanf 

Q. Yes.—A. Von mean do wo in our saleaf 

Q. Vos.—A. .No, sir 5 no discrimination whatever. 

KENTI CKY Wni.SKIK.S—OUTITT—PORTION CONTROU.EO. 

tj. IIow far docs yourcomliinntion control the output of Kentnclty?—A. Wo h.ave, 
as nearly as I can estimate — yon see wo Imve not yet demonstratiul, boeansc we have 
only run (i months; wo Inno aliont Iff million gallons out ot prob.ably a jtrodnetion 
in Kentucky of 20 million gallons. Of course, the part that this very cheap whisky 
of ours is to |)lay in this matter remains to be dcmonstrateil. It m.ay monoiiolizo 
more of the Imsiness than we think. It probably will cneroae.h more upon the busi¬ 
ness of tlio distillers as years pass, until we get even a greater iiorcontage of it 
throngli manufacturing .and selling so chea))ly, but my estimate for this year would 
be what I stated. 

FEW PERMANENT EOUTPNES HAVE IlEEN MADE IN WHISKY. 

Q. Yon said that you had been for 27 years in the distilling business?—A. Yes. 

(J. Do yon think that a great many permanent fortunes have come out of the dis¬ 
tilling business in this country ?—A. Very few. 

Q. .\nd yet there have been enormous prolits?—A. Enormous :it times, fhe 
whiskv business is one of great booms and great dopression, duo to the. law at. times 
•and to' the fact that it is an .article that is accumulated in enormous (inantitics and 
stored. That causes tremeadous depression and onorinons booms, yon know. It is 
a V)wy peculiar business in that regard, and it is only a. ver.y few men that have 
passed through different stages of it and come out witli money. I know )n‘i'haps 
half a dozen men in the country who have considerable fortunes. 

EXPORT TRAIIK—UNNECK.S.SA'tY LEOAI. ItESTKUTION. 

Q. (By Mr. JENKS.) Have you some further general information to give? I notice 
you have some olher notes.—A. I inivo a table of exports here indicating possibly a 
stimulation of tlieexjiort of manufactured producl-s to foreign countries, due to tho 
lessening of cost of production through these combinations. Of cotir.se that is 
familiar to you. I thought you might,ask my views on that snb.ject, and 1 jirepared 
myself to tell what T thought of it. 

‘q. I slionld be glad if yon would olaborato a little upon the elfoct of eombin.ation 
in the export trade.—A. In our own peculiar business we have had but little time 
to demonstrate this thing, but if wo h.ad relief in reprd to some of these legal ob¬ 
structions, put in the way of our doing it as it shonld bedone, I have no doubt we 
could griuitly stimulate our foreign business. I know it could be dom^ in .alcolud if 
we had one privilege that was asked for and was refused by Congress-that is the 
jieiunission to transimrt alcohol from the distillery to the se.aboard in lank ears. 
There is no possible reason w'liy it shonld not he granted, but it was refused. It 
would enable ns to diapen.se w'ith tho barrel, which in a very largo eloment of the 
I’ost, and ship, as they shii> petroleum, in tank cars to tho seaboaril, and tlnxn in tank 
vessels abroad, to be used in the arts and manufactures. It could be handled in 
that way without any difficulty. A largo ipiantity is used in the mannfactnre of 
smokeless powder, and the amount used is something tcrritic. Wo e.ould get into 
trade with the world in that regard, if we could only dispense with the barrels. 
Of course, being handicapped by these things, wo have not boon able to demon¬ 
strate what w'e could do. These, other people in their several industries iron, 
steel, petroleum, and sugar to a very limited extent—hut everything that is made 
from iron and steel—have shown that by reduction of tho cost of manufacture, the 
business In foreign countries can be increaseii.' 

WASTES OE COMPETITION. 

tIf course it needs no argiimont to yon gentlemen to deinonstrate that you can 
make alcohol in a distillery in.ashing 15,000 biishols of grain a day for less than you 


'See Mr. McNnUa, p.23r>; Mr. Cook, p.245. 
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can in one of 500.' That is too easy; and also you can sell it much cheaper to the 
foreijin buyer if in all the rest of your business you aro enabled to disponse almost 
entirely with the services of salosiiien, travidin^ expenses, ach ertising, and aH tlieso 
things whitdi eat up proiits of manufacture. Tliere is no doubt, of course, that all 
of these things hurt somebody; somebody is hit. You know the isalesnmn is, but to 
the consumer, who is a thousand to one of those pe<>{)l6, it is a benelit. We are 
saving prohahiy in our business not less than $1,000,000 a year in the Kentucky end 
of it alone in salesmen, in tlieir traveling exponse-s. 

Q. Could you givoa deiinite estimate of the numher yon have heeii able to dispense 
with?—A. About300salesmen. 

(^. (By Mr. FARtitMiAU.) And that goes to the lienetitof the consumer in lower 
prices?—A. We are selling our whiskies at 15 cents that Indore never could be 
manufactured for 15 cents. Of course the thing is self-evident. \Vo also make 
better i)ro(its, l)ut we do not take it out of the consumer. We get it out of that 
great middle cla.ss, you know. I have taken a very great interest in this thing, 
more for amnsouieut than anything else. 1 do not need it in my personal busi¬ 
ness, hut I have gone very extensively into the ligures of Ibis whisky business. 
There is about $40,000,000 lost somewhere bctw4en the* distiller ami the con¬ 
sumer in tins <’omitry. It goes, of course', in trying for trade, for husiimsK. You 
will see about the town here “Hnnt<;r Whisky” advertised in the newspapers 
ami everywhere else—electric lights blazing—and all this costs a pile of money. 
They have salesmen scouring all over the country. All that thing is wrong; 
it is pre]»osterons; it does not enable the c.onsnmcr to get better wliisky; it only 
makes him pay a better price. Coming down here I saw on the street two shoo 
8iM)])8; Douglas was one, and the other I do not remember. They aro very great 
shoe manufacturers. They have shoo stores in every village in tho rnited States, 
and they are selling right to the consumer, for $2.50 and $3..50, good shoes. 1 have a 
pair of them on now, and tlioy are good enough for me. That is what this thing is 
accomplishing, gentlemen; it is bringing tlni maniifacturor an<l cousumer closer 
togetluT every minute, and it will result, Just as all labor-saving machinery has 
result«‘d, in the saving to tho consumer and the widening of his purchasing capacity. 
It will enable him to us<' things whicli lie never dreamed of using before, and, 
altogether, will lift him from a labor animal to an intelligent and happy human 
being, Just as all machinery has done. Tliis is one ot the great big ma<’hino8* that 
liavo come nj> in the process «)f evolution. Wo are going to <lo a big export busi¬ 
ness, iri onr comtmKlities. if we are only permitted to do it. If they will change tho 
law for ns and giv'e ns facilith'S for doing it, and not restrict and liamper ns, we can 
sn|»ply tho world with alcolnd, just as all those other peo])h' do with their products. 
Look at tho poTrolcum industry and soe what they are doing. 

AU.'OnOL IN TllK AUTS— CAN NOT ItE FUKKO FROM lAX. 

Q. (By Mr. Fakquiiar.' You have stated that this matter of transportation was 
for tin* benefit of the manufacturers and users in the arts. Do yon know about what 
proportion tho consiiiij])tiou in tln^ manufactures and the arts bears lo the bever¬ 
ages?—A. No; I do not know that. 

Q. I’harmaceutical?—A. Here in this country it is comparatively little. 'I’he wood- 
alcohol people control that branch of this industry, but abroad our sali's would be 
almost exclusively for that use, and they woiihl be very large. 

(By Mr. Jknks.) Would it bo practicable to remove the tax on alcohol wher¬ 
ever used in the arts? —A. No, sir; you can not do it to save your life. You "wonld 
have nothing but illicit spirits in this conniry. 

Q. That is attempted in some countries?—A. It is done in England; hut you do 
md, want to forget that is a little bit of a country, covered all over by iuternal-roveuuo 
oHicerH. You can not do it in a country like this. 

If the tax w ere reduced to 75 cents, do you think theia^ would he an increase 
in the consumption in tlie arts hero?—/ There is no (luestion about it; and you will 
lind when that (juostion is in Congress your light is going to be with the wood-alcohol 
people. 

AN AVOWEP MONOI'OLY, 

(By Mr. KENNEDY.) Is there any ad<led excellence to either of your brands, 
Did Crow or Hermitage, since your combinations were cflceted?—A. I will answer 
that in this way: Wo are able to exist in my private business ami to continue our 
business at least on a large scale. It has boon done, jierhaps increasing very slightly, 
for tho reason that we are protected by trade-marfes. We have a great protection, 
and that enables us to get very great profits—enormous prolils. Ont <>f those profits 
wo pay enormous advertising bills. We employ skilled salesmen, and we use all 


1 See Mr. Clarke, p. 183. 



830 HEARINGS BEFORE THE INDUSTRIAL COMMISSION. 


these efforts which have been made to assure this trade, to keep alive and to go on. 
We can do it yet Just as in the past, hut it is an artificial thing. The consumer pays 
for it—every <lo]lar of it—and, while it lines ray pockets and I am very glad to go 
on, it is not a good general policy for any industry in the United States. It is all 
right in ray ])rivate business, and if yon want to ])ick out a monopoly, and one that 
is screwing the people down to the last notch, it is that business of mine. 

Q. You moan where there is a special brand?—A. I moan special brands sold on 
their reputation, and the ettbrt to force sales, the advertisings, and pushing and 
working personally, and all that sort of thing. 

Well, as a matter of fact, Is that special brand, or either of those sjjecial brands 
of yours, any better now than they w^ero, say, 1 year ago?—A. No; they are Just the 
same. 

CONSOUl>ATI<>N WILL UKSULT JN* JMI'KOVKD (^rAI^ITY. 

Q. Well, you have dispensed with the services of 800 salosinmi?—A, Not in my 
private business; that is in tlie combination. 

(,>. That refers to tin? brands of that company?—A. Yes; they liave been enabled 
to dispense wdth tlio services of 800 traveling saiesnien who were originally employed 
by the old owners of tliese distilleries. 1 do not mean to say we discharged those 
men. Mo.stof those men are still ■working for the old owners, but when tliut whisky 
is sold their occupation is gone. 

(^. Are those whiskies any better to-day than a year ago?—A. Very much better. 

Q. The whiskies have improved in (piality?—A. Oh, no, not in quality. I thought 
you meant in a trade jiositiou. 

Q. I mean the (juality of the ■whisky?—The ipiality of the whisky under our 
manufacture will improve, hut we have not improved ‘iny yet. It will be hotter, 
and 1 will t*'!! you w’hy tliat is so. Under the old arrangement, whore the struggle 
for existence hccame so tiirco hetweeu rival mamifacturers that tln^y resorted to 
every expedient in the world to cheapen their production, they put in Ivontncky dis- 
tillorios what are called “i-ookers.” IToporly, they are never used except for the 
mamifactun? of ah ohol where the ))io<lm‘t is rectilied tlirongh charcoal, i»nd all tlm 
bad liavors arc taken out in that W'ay. They put them in for the reason that tliey 
increased their yield hy so doing. Tlio quality of tlic whisky iletcriorated tre¬ 
mendously, and of course they did everything in their pow’or in striving to reduce 
the cost in that way—any old way to get out. We liavo spent luimlreds and tlion- 
sands of dollars ripping the cookers out of the distilleries that we have bought. Wo 
hav<' gone hack to the ohi methods of making tine whisky iti every singh* instance. 
Kven these cheap whisky distilleries have not het n beiietited to that extent. The 
product of these distilleries will be very much improved. 

now TIIK ro.NSU.MKU WILL (JAIN. 

Q. What I wanted to get at is this: Do not the retailers still sell whiskies of this 
combination at, say, 10 and 15 cents a glpss, and have tin? eonsumers nareiveii any 
beuelit irom this great saving that yon haveefiocted by disi)enKing with th(?8o middle¬ 
men and middle agencies ?--A. They will when the goods we are producing arc lit 
to he used. Th(?y are still too new. They must have some ago before being 
con.suiued. 

Q. (By Mr. C. J. llAunis.} You do not mean to say the saloons will mak(? any dif¬ 
ference in price, do yon A. I beg your pardon; I did not say that. I said the 
whisky will go toward the consumer at a very much lower price. 1 do not know 
what tl)o retailer will do with it when ho gets it, hut he is still ojK?n to competition, 
lie can not esca}»c that altogetlnw. He must, J believe, give Home part of that sav¬ 
ing to the con.^umer. And not only that; the great hulk of whisky is not supplied 
to the consumer through tlie harrooms. It goes to them through stores in hoxtios, 
and there they will largely get the advantage of it. Competition will foroi? it. 

Q. (By Mr. .Iknk.s.) The largest proportion goes to them through bottles?—A. 
Unrjuestionably. The present eonceins in that branch of the hnsines.s in the past 
few years have grown u]) (tnorraoiisly. The business in bottled whiskies has grown 
to a great extent through branch houses or agents of distilleries. Now, in New 
York I have such a house, and we arc doing an enormous business in this class of 
whisky. 

Q. (By Representative Livingston.) It is used by persons especially in the cities 
and counties where they have prohibition?—A. Yes. Now, nine-tenths—more than 
nine-tenths—of that whisky is sold in groc<?ry stores. You can go into a barroom 
and get a drink of it if yon ask for it. They use a great deal in the grocery stores, 
and if yon go into a grocery store and ask for whisky of any kind you will get a 
bottle. If the groceryman is selling it he bottles it for himself, and there is where 
the great dispensation of this stuff is made, and not in the barrooms. 

Q. (By Mr. Kennedy.) hen the traveling salosmou place their grievances before 
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the people they are simply making your argument for yon ?—A. Well, I do not know. 
I think we must consider the intereet and benefit of the millions and not the inter¬ 
est ainl benefit of the hundreds. 'I'hey can seek other occiipations. 'rhosaine argu¬ 
ments could have been used toward tfie sowing machiue or any labor-saving 
machine, but they are not good ones and never will be. 

{Testimony closed.) 


WAsniN<iTON, 1). C., Noremkr 17, IS90. 

TESTIMONY OF MR. SAMUEL M. RICE, 

Preiiident of the JHsiillhxj Tompany of Armrica. 

The commisRion met at U.:i5 ;i. in., Senator Kyhj ])re8iding. Mr. Sajnuel M. Rice, 
president of the Distilling Company of America, was introdufM-d, and, being duly 
sworn, testified as follows: 

Senator Kyj.b. Bloase state your name, post-oflice address, ami busiue.sH.—A. Sam¬ 
uel M. Rico, No. 27 William street, Now Vork City; presidont of the Distilling Com¬ 
pany of America. 

UKCKIVBUSHIl* OF IH.STILLINIJ AKD (^ATTLK FKKIUNO COMPANY—KKOKOANIZATION. 

Q. (By Mr. .If.nk.s.) We have had some testimony regarding the earlier combina- 
tioiiH in tlie distilling business, ]>articuhirly with rrfereui’O to the Distillers and Cat¬ 
tle Feedeis’ Tru.st ami th<' Distilling and Cattle Feeding (yomjniny. We should 
like to have you, if you please, exiibuu to us the organization tliut succeeded the 
Idstilliiig and Cattle Feeding (leinjiany. 1 should like to have yon explain, in tlie 
first place, the organization of the American Spirits Manufaeturiiig (hnupany, and 
the way in wliieli it to«ik tlio jilants ami linsiness off the hands (»f the Distilling 
ami Cattli! Feeding Company. Will you kindly speak fr«“e]y on the matter of that 
organization'!'—A. Tlni Distilling and Cattle Feeding Company went into the hands 
of receivers in tlio latter j>art of Jamiary, ISO"). At that time there were three 
receivers appointed; two of tlieiii resigned lat»T and (Jen. John McNnlta became 
the sole rcc-oiver. That was soin)* time in the middle of March, I8ir>, I think. As 
receiver In^ continneil the ojieration of the plants under the direction of the coiu t; 
it was a sort of business that could not be wound nj), the livrs of cuttle dopemliiig 
u]*oii tlie operation of the distilling industry. So the I'nited Stat*‘H Coveriimont 
cmitimied in tliat bnsiiie.ss, pi'actii’ully, through the court. A reorganization com¬ 
mittee had bi'cii formeil in Now York City n^juesonting practically all the stock of 
the company. That i-oniiiiittee linally succeeded in having the plan of reorganiza¬ 
tion adojited, ami some time in the moiitii ol August, 18115, under the order of the 
United Slates circuit court, certain pro|)erties, 17 in all, were purcha.scd by the 
reorgauization committee from the receiver. 

IfiVENTS wmcil l.EI> TO TIlK UKC KlVEU.siUP. 

Q. Before thia reorganization plan had boon perfected, before the Distilling and 
Cattle Feeding Company had been ]Hit into tin* liamis of a receiver, was a committee 
of lioblers of rebate cerfiticates organized in ooier to protect tlui interests of tlieso 
holders of the certificates as against the Distilling and Cattle Feeding (Company ?— 
Yes; the trade became restless; they feared that the rebate numoy might be misap- 
preiJiiated, or us<‘d for other purposes than the purpose H was origiuiilly set aside 
i'or. The trade had the impressioii, it was generally thought, that this was a. trust 
I'uihI, and that it wa.s kept intact for the benefit of the owners of rebate certilicate.s. 
'I'bero was a good deal of criticism at the time, and many dealers throughout the 
country ‘ought methods of protoetiou. The rebate cominift^o was formed with the 
intention of getting such iiiforination as they could of the condition of the pro])ert.y, 
ami of obtaining .some safeguard or protoetiou, if possible, to secure the jmymciit of 
th(5 money due the rebate lioldera. 

Were you yourself a member of the committee’!'—A. I was a member of that 
committee. 

Hud they had reason to believe that this money, instead of being kept in a trust 
fund for the payment of rebate certineates, was Ixdug used in other ways?—A. There 
was a sus]ueiou at the time that it was being so used, but there was no real knowledge. 

C^. Did the investigation of this committee elicit any facts on tlie subjcctf—A. 
Not in the investigation of the rebate committee. 

Did the action of the rebate committee have anything to do with throwing the 
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company into tlio Imncla of a roeeiverf—A. No; but it rather precipitated the busi¬ 
ness—hastened it along. 

Q. WJjat wei e the iiniiiodiatc (^auHos of ptitting the eoiiipaiiy into the hands of a 
reeeivcr?- A. The rebate eominittee was organized, if I recollect right, sometime in 
Juno or .July, IKPl; and tlie action and investigation and the general information 
elicited hytliis rebate committee brought about a protective committee of stock¬ 
holders. The stockholders then became a little suspicions of the niauagement, and 
a ])rote< tive c»immittee was organized either in September or Odtober, 181)4—some¬ 
where along there—and this stockholders’protective committee sent notices to the 
large ladders of stock, and asked for proxies. 'J'he.SH proxies w'ere v<Ty readily given. 
In the cour.se of a very short time, this committee had proxies for over 300,000 shares 
of stock, the eiil ire capital being lloOjOlH) shares. The stockholders'committee then 
j>lacc(l itself ill (‘ommnuicatiou with the officers of the Distilling and (lattle Feeding 
(’ompany, and informed them that they represented .a majority of tlie stock, and that, 
having heard of tin* omharrassment of the coiujiany, or the alleged oinharrassmont, 
they \vcri‘ i»rcpared to tide over such embarrassment until the next annual election; 
aufl tliey said they desired a meeting with the officers of the Distilling and Cuttle 
Feeding (Company. This was about the latter part of .(auuary, 1895. The oOicers 
then agrc(‘d to meet llm committee; hut insteail of meeting the committee, the presi¬ 
dent wont toi.lhicago, and made application for a receiver, and was himself, upon the 
application of holders of 1,700 or 1,800 shares of stock, I thinU, appointed receiver, 
together wiih, I think, Fdward F. Lawrmice, who wiis a director of the First National 
Hank of Chicago. 'I liose gentlemen were appointed rei-eivers, about the 28th, or 
somewliero along there, of January, 1895. Two or three days thereaftor,upon action 
on tiie part of (lie stockholders' committee, Mr. Groouhut, who Iiad been appointed 
one of the receivers, w’as removed, and in his place was suhstitiiteil .John J. Mitchell, 
of the Illinois Trust and .Savings Hank; (ho court itself appointed Gen. John McNulta 
to rejueseiit tlie C(*urt. That luiiigs us down to the triple receivership. 

What re.isoiiH w^ere advanced Iiy the stockholders’(•ommitteo to the court for 
the removal of Mr. GreenhuT and the appointment <»f Mr. MitchclI?~A. That theri; 
was general knowledge that Mr. Grceiiiiut had been speculating in stock of the 
company. 

Was that ))roved as a matter of cviileiu e before the court?—A. I was not pres¬ 
ent at the court ]iio<cedings. I do not know tliat .any evidein-e was introduced 
hot'ore .liidge Grosscup. lie acted instaiitlv and removed Grcenhiit and apjioiiiti^d 
Mitchell. 

IJejiresentations wore made h<*forehund which caused them to believe it tc» ho 
true?—A. .ludgo Grosscup believed it. 

So that it was really on that ha.sis that ho was removed : that he had lu-on specu¬ 
lating in tlie stock of the company himself?—A. We nn*Mumed so; 1 haviMio doubt 
of that fact myself. 

That was a gcinually undorstood matter by the stockholders, was it—a matter 
of general belief?—A. It wnis generally suspected. 

I'KOI'EUTY AXl) ( AfITALIZATlON oK THE IHSTILl.INii AX1> CATTLE FEEDING COMPANY 
AND THE AMERICAN SPIiaT.S MANCFACTCKINli I O.MPANY. 

(}. You say the American Sjiirits Manufacturing Company took over 17 plants. 
About how many plants did tiio Distilling and Cattle Feeding Company own?—A. 
'fhe Distilling and Cattle Feeding ('ompany was the outcome of the Distillers and 
(kittle Feeders’ Trust. The Distillers and Cattle Feeders’ 'i’riist couiiuonced with 
about—that is, <lid not commene<^, liut conimanded about80 plants; that is, 80]dant8 
liocaine the ]iroperty of tlie sncc(*eding < or]>oration—the Di.stillingand Cattle Feed¬ 
ing Company-hut tlie plants purchased liy the Americ.'iu Spirits Manufacturing 
Coiu|uiuy numbered 17.‘ 

(^ Seventeen of the largest and best plants?—A. Seventeen practical ]dants. 

What was the capitalization of the Distilling and Cattle Feeding Comjiany?— 
A. Thirty-five million dollars. 

if,. Ami th(^ American Spirits Maiiiifactiiriug ('ompany?—A. Seven millions of pre- 
fernd and twenty-eight millions of common; the same amount. 

(^. Ami still they took over very much less than half of the plants, although the 
capitalization remained tlie same. What proportion of the value of the plants did 
they take over?—A. The explanation of that is this: The 17 plants represented the 
value, and the remaining jilants represented burden. In other words, the only thing 
of value that the company owned were these 17 plants. TJie others had been dis¬ 
mantled; they were badly located, and had lieeii simply taken in by this Distillers 
and Cattle Fceiiers' 'I’rust liecaiiso they were disturbing elemonts, and it was 
thought wise to take them out of the way. 


* See Mr. Clarke, p. 176. 
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Q. So tliat they were takeu in really to roraovo them from the competitive field ?— 
A. I wouM hardly way tliat. They were not well sitniited for competitive purposes. 
Hut a man cun mauiiluctiire goods and lose money and naturally bo a party to over¬ 
production^ and thus cause general domorulizatiou to business. 

EXOHANCK OK NEW STOCK FOE OU>. 

Q. Ahoiit what was the value of the stock of the Distilling and Cattle Ki*eding 
(‘oinpaiiy at the time it went into tln^ hands of thc^ receivers?—A. It was about a 
sliare. 

Tlio American Spirits Manufacturing Company, in organizing with the same 
capitalization, was then organizing with its stock vcty decidedly below par, was it!— 
A. It lnnl nothing to do with the stock; It was simply an cxcli.ange. The reorgani¬ 
zation committee simply issued its certificates against the stock of the Disliiling 
and Cattle Feeding Company, and bail nothing to do witli fixiugtlie cajiitalizatlon. 
It simply became the agent, and merely gave as much stock as received. It never 
jixeil tlu^ eapitaiizatlou, and iu fact had nothing to do with it. 

C. Yon spoke of thon^ being seven millions of preferred stock and twenty-eiulit 
millions of common stock. On wliat terms was the stock of tin; Distilling and Cattle 
Feeding Company received in exchange for this prelerrial and common stock?—A. 
'I’wcniy jier cent was gi ven iu prcferri'd stock and 80 per cent in common stock, 
wlijcli makes seven millions preferri'd and twenly-eight millions of common. 

(}. Had tlu'rc. been, hefoie Hie appointment of tlie receivers of the I.dslilling and 
Cattle Feeding (’om)iuMy, otlier suggestions and other plans of reorganization ]iro- 
pesed?—A. J’lans had been projjoseil by the management and an bin it ted to the stock- 
holders; hut Un-y w<a'e not well received, and tliat, of course—the managers not 
]>cing aide to i-arry through tlndr own plans of readjustmont—naturally lost llie 
eenlidom^o (d‘ tin; stockholders. 

(,>. (My Mr. Faui^i u.m:.) Was it on account of hms of faith in tlie ofliems of the 
••onipany?—A. Naturally supjioscd. lean not go into the thoughts of the stock¬ 
holders. 

MARKET VAl.IIE.S OK OLD AND NEW 8TO<’KS. 

(). (My Mr. Jknks. ) What was the average value of the stock of the American 
.8|iirit.s Manufac-tnring Company for a year Hucciualing the reorganizatiim P'-A. Tin; 
jneferred stock varied, since the organization, from—Ibis is not accurate—I should 
say, roughly, from 15 to ltt. 

And the common?—A. Ami the common from 5 to about 15, or something of 
iliat sort. 

(}. What had been the value of the stoek of the Distilling and (hitth' Feeding 
Coni[»any earlier than that, before these troubles arose? Had the stock e\er sohl 
very mimh higher?—A. 'I’lio stock sold at one time in the neighborhood ut' 70. ami 
ihcie was great speculation in the stock at various times. That scanned to lie the 
prineipal hiisino.ss. 

C». When tlie Distilling aud Cattle Femliiig Company was organized, liow much 
.stock was i.ssiied per $100 of cash value of the plants ?—A. I have no knowbalge. 

<,L WiTe w)u yonrsidf in the distilling business at that time?—A. Not as a dis¬ 
tiller: 1 was as a salesman ami agent and distributer. I was selling spirits, not 
niaiiufachiring spirits. 

• ^ Hut you say that the stock had varied from GO and 70 down as low a.s 8?-A. 
Ve.s. 

D. (My Mr. FaRqchar.) Did tliat occur from the amount of stock thrown on the 
market or tlie shrinkage of the real sto<‘k itself?—A. That is a Wall street (piestion ; 
I can not answer that. 

(N Well, your own judgment about the thing?—A. My own Judgment is that it 
tlicK' are more sellers than buyers stocks will go down. It there are more buyers 
tlmn sellers stocks will go up. 


CAHil VAl.l’K OK I’LANTS. 

Q. (Ity Mr. Jenks.) When tliose seventoon distilleries of tlie Distilling and Cattle 
Feeding Cmiipany were bought up by the Anierican Spirits Manufacturing Company, 
was any (b*linite appraisement made of the valiU' ot the plautsf—.\. No (bdinite^ 
apiuaisenient. The values were as ace,nrately arrived at as possible by experts of 
the reorganization <-ominittee. i i i • 

^}. About what was the cash value?—A. At the outside, about ten and a halt 
millions represented the real value of these plants. 

Q. So that the stock that was issued in pnyiiient for them w:is supposed to bo 
Nometliing over 3 to 1 of cash value?—A. Nuj the leorganization eominittcc had 

8;u-53 
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nothiuff to do with that wliatover; they h.'Ml to buy the practical operating plants 
of the Idstilling and Cattle Feeding Company, so that they could continue in busi¬ 
ness—so ihat the new organization could continue—but the capitalization, or tho 
relative valin? of ouo stock as compared witli auoth<;r, can not enter into the calcu¬ 
lation. The reorganization committee simply exchanged certiHcates, and gave as 
much par value in return as they received. 

(^. lint your prcHumption was that tliore were about ton and a half millions of 
casii valuation, as nearly as you could get at it, and there were thirty-five millions 
of slock—rather more than three times tho face value.—A. No; itwuspahi for in 
stock. 

Tin: UKBATK SYSTKM. 

• 

Q. Vou have sjiokcii of tho rebate system of the Distilling and Cattle Feeding 
Company. What was the amount of thorebatt^s that were jiaid?—A. Inagoneral 
way the rebate was 7 cents a gallon. 

i}. Did that all go to the wliolesaler, or was it divided between tho wholesaler and 
distributeri’—A. 'I'ho distributer received 2 cents and the jobber 5 cents. 

Q. Did tho rebates vary, or wivs this tlio ouo and only rate?—A. There were several 
forms of r<‘bates. I was not familiar with the business at that time ex<‘opt in a gen¬ 
eral way; knew very little about it except I'rom general iiiformatiun. 

Q, That was the most common form of rebates, as you understood?—A. That was 
the most comuiun form of rebates. 

Q, Did tlio American Spirits Manufacturing Company continuo the rebate 
system?—A. No. 

Q. Has the Amorioan Spirits Maimtacturing ('onipany employed tho rebate system 
at all?—A. No.’ 

, SPIRITS lusTKiiurriNc; companv. 

Q. Besides the American S]dritH Manufactiiring Company, which has continued to 
the present time, there are also two or three other companies that united with them 
in forming the Distilling Company of America, I believe. What other companies f— 
A. i^hortly after the organization of the American Spirits Manufacturing Company, 
there was formed the Spirits Distributing Company, organized under tho laws of 
New .Jersey. 

Q. Shortly after tho organization of tho American Spirits Manufacturing Com¬ 
pany?—A. Yes; early in ISilb. 

Q. Will you describe to us brielly the organization of this Spirils Distrilmting 
(’omjuxny? Tell what conm^ction it had with the Ameriean Spirits Manufaeturiug 
Company, if any.—A. 'I’ho American Spirits Manufacturing Company liad no facili¬ 
ties for distributing its jxrodiict, and it was deemed advisable to have an ettbetive 
channel of distribution; so the Spirits Distributing Company was formed for the 
purpose of distributing tho product of the American Spirits Manufacluring Com¬ 
pany. Its cajiital was of hrst preferred, .fl,575,(K)0 of second preferred, 

and .f3,075,000 of common; tho common,belonging to the Amori<‘an Spirits Manufac¬ 
turing (,'ompany. 

Q. It w'as owned by tho American Si^irits Mannfictiiring Company?—A. Yes, to 
continue control. 

Q. What were the terms of tho prefernal stoidc—the tirst preferred and sccoml 
preferred?—A. 'fhe tirst preferred w.as 7 p<ir cent cumulative; tho second preferred 
was 6 ])er cent noncumulative. 

Q. Were any proforen cos in the way of voting power given to the preferred stock ?— 
A. Noneat all. It w'as inteinicd that the American Spirits Manufacturing Company 
should retain contnd through its ownership of the stock. 

Q. Was tho ownershij) of the preferrml s^i k largely in the hands of the American 
Spirits .Manufacturing (’omp.iny ?—A. 'I'lic subseription of t he preferred stock was 
offered to the stockholders; it was underwritten, and such of tho stock as was not 
subscribed was taken by the underwriters, as these things aro goiierully done. 

(^. 8o it was really intended to be, and lias since been, a subsidiary company for 
tho piirj) 08 cof distributing tlio jiroductsof the Ajuerican Spirits Manufacturing Coin- 
panyf—A. That was tin* purpose. 

STANDARD DJHTH.MNCJ AND DISTHICO.MI'ANY. 

Q. What Other companies w'cre united into tho Distilling Company of America 
besides these two, the Spirits Distributing Company and the Amorican Spirits Manu¬ 
facturing Company ?—A. Along about July, 1 think, there was organized the 
Standard Distilling and Distributing Company, under the laws of New Jersey, with 
a capitalization of eigiit millions of preferred stock and sixteen millions of common 
stock; eight millions of 7 p(T cent cumulative. 


• Sec Mr. IJnclli'y, p. SI4, au<l footuotu. 
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Q. That was organized for tlio purpose of Buying up distilleries in different sec¬ 
tions of the conntiy, was it?—A. It was organized for the purpose of punhasiug dis¬ 
tilleries uu<l distributing plants. 

THE DI8TUIIUTT1NU OF SPIRITS MOUK I'llOFITAIJLE THAN DIS'ITLLINO. 

Q. What do you mean by distributing plants?—A. I say distributing plants. Dis¬ 
tilleries and distributing plants. 

Q. I beg your pardon:—A. The distributing business being the more prorttable— 
the distilling business is pra<'ti<-ally a business of raw material; is a business 
which deponds absolutely upon the price at which the product is sold. TJicro is no 
such thing as brand of spirits and alcohol. It Is, a^l say, })ractically ruw material, 
altlioiigh it is a finished ]>rodn<'t. It is a basis for the ontiro whisky inisineas; so 
that the distributing channol, when controlled by distilleries, became* valuable, not 
only for the actual distribution of spirits and alcohol in thoir original form, but for 
the distribution of profitable blends, wines, ainl rectilied goods, and so on. 

Q. That is to say, these distilleries that wore owned by the Aiiieri(-an Spirits Manu¬ 
facturing (^)inpany and the Standard Distilling and Distributing Company were for 
the manufaeture of spirits; and the distributers, using these spirits as base, com¬ 
pounded the liquors of various kinds that wont into the. trade for the jnirpose of con¬ 
sumption. This second part—the compounding part of the business-has for the last 
few years proved more prolitablo than distilling A. It always was more profitable. 
It was prolitablo b(*cause of the valuable trade-marks and brands. 

PROI'ORTION CONTKOI.I.KJ>, OF THK VVilOLF. OUTITT (Oj' SI'IRITS. 

Q. What i>roportionof the output of spirits of the country did the Amencan Spirits 
Manufacturing (h>m]iany control at the lime of thoorganizationof the Standard Dis¬ 
tilling and Distributing Company?—A. 1 should say, roughly, about S.") per <‘ent. 

About wh.at pnqmrtioii di<l the Standard Distilling and Distributing Company 
suc(;eed in controlling in thoeourseofayi.-ar—say from its organization ?—A. Roughly, 
about 115 j)er i^ent. 

ij. So tlnit the two companies together controlled somewhere about 00 per cent?— 
A. Ninety ]>er cent at that time. Since that time one distillery has been built at 
Terre lliiutc, Ind. 

if. Wliat company owns that?—-A. 'fho Merchants’. 

if. What is tliecai»acity of that distillery ?—A. lsu])poBoabont4,000 barrels per day.' 

if. Does that represent sul»stantiaily the other 10 per c<‘Mt ?—A. The companies, the 
American Sidrits Manufacturing Com))aiiy, and the Standard Company, t(»-day are 
“mashing’’—that is the technical term—about 40,000 barrels inu- <lay. 

if. Ami besides this Merchants’ DistillingC^ompany, and the plants repres<‘ntcd by 
the two coin) 0111 ies you have s|>okeii of, there are no other large distilleries?—A. Oh, 
tlici'c ar»^ Hovoral smallor ones. There ai’<^ live or sl.-c small distilleries, all of which 
an; practically limited to bical markets. Tlicre area<;veral in Cincinnati, small plants, 
which snjqdy the local trade; but so far as they may be roganle<l as competitive fao- 
tois ill spirits, the one ])lant in Terre Haute is practically the only one. 

THE DISTKimiTINa UI’SINKSS; J'HOnoKTiON CONTHOLl.Krn 

(}. When this Standard Distilling and J)iHtrihnting Company organized, was it 
oiganizod through the olforts of men who were largely interested in the American 
>'l)iiit.s Manufacturing Com))anyf—A. I cannot say that from personal knowledge, 
but no doubt it was. I had notliing to do with that. 

Q. 'fhe tliouglit being that the organization of this outside comjiany and that of 
tin; American c^pirits Manufacturing C«m»pany togetlnw would very largely e-ontrol 
ilmoutputof the country?—A. Jl was deemed lulvisable, as I said liefore, to control 
more* of the ilistributing branches; to got hold of the prolitablo part of that business. 
The Standard Company, when organized, and to-day, controls sixteen of the largest 
<liNti’ibutiMg plants in the United States, situated in all large cities. 

Q. How many of the large distributing )dant8 aro left outside?—A. I can give you 
the method of doing it, which will explain it to yon. The spirits produced by the 
''Standard Company and by the American Si>irils Manufacturing ('oinpiiny are dis- 
iributod through an asaoeiation called the United States S^urits Association. The 
United States Sjurits Association is coni))osed of 54 large distributers, 'fliey were 
made members of the assoiuatioii hecause tln;y wen; the largest distributers and 
bail practi(;ally control of the biiHiness of this country. 1 would not say all, but very 
nearly all. Out of the membershi)* of th(' United* States Spirits Association the 


* See Mr. Brmlloy, p. Hi5. 
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Standard brandies nimiboreil !(!. Wliile they iiiiinbored only 1«, fl,« brmiobosof the 
Standard Coinj.any distributed, I eboiijd say, loitablv, lit! tierCent the o„Hr 
ontpnt, and the rmnainini; ;i8 distrilniters distributed 34 per rent. That rX's to 
the product ot the Auiorican Spirits Manufacturing ('omnany and the Stan darA 

must, have saiesincn, must have niethoils of selling goods, and if you muHt^df to 

:S;3;:ASi;:*”'- ■” »" '• >".» "«X° 

TO STOP OVEItPHomiCTIOX—PKOMOTKUS NOT KN(»\VN. 

ciXxri'iiE'SXu'r''... .. ... 

'l'l'«"«"i^'tters are never knovn, but the under 

distill'e' ''C' ^‘"y "!■ tbe purdiase of II,e dillerenl 

dtstilleries, prices piud, and so o„ .'-A. Notliiog whatevet' I know notbin'' •ibim 
It, excepting vlrit I know troni general inforination, 


KENTIX’KY OISTri.LKtaKS AND WaKKID 
aN'KSS A in 


rsi; 

'INI 


O.i'PANV—THE 
0|' KlIANDS. 


KibNTrCKV WHISKY UUSI- 


Q. Ihore was a, jonrtli oonipaiiy tliat miit.-.I in lonniiii; tlio I'istillintr ('oiiid'uiv of 
Dislil'lories anil Wa'ehlinViCloniliaur'"'' Kentucky 

preltned stock, aiHl eij^htcyn and a lialf niillions common stock. 

^ Fohniaiy, !k!j!i. It ptirclm.sod dO por contof 

all these 8tan<Iard brands ol what are known as Kmitiicky lioiirboii whisky ami 
<»' «*’» I think, and became the owner of 5b or 57 iilunts. ^ ’ ‘ 

0- l lautsi—A. 4os, distilleries, 

Q. leu say it bought about !lb per cent of the branils. It bouoht also I snunoso 'in 
percent ot t heoutput of thatkind of product t-A. No. This Kct ita kv5vh sThoi’s 

>>..sinessilbdtso^ "shu^,!-"no 

class ot brands. 1 here is a vastauioiiiitol cajiaoity which has no value exiaint lor the 

ftv Tb„™ * i""/'' IV-Mtucky whisky is the val ne of I,rands, not capa.o 

brindl Now V"’ t" l-.y capacity. Tlie intention was to buy good 

br^l^f K^ttliVv Bour'llon wluX 

0. 1)0 the estabiishnients that control those 1,rands do largely a compounding 
business, or a distilling liusiness'-A. Absolntoly distilling, 'fliov are not cone 
pounders. Ihcy are niamifai tiirers of straight whisky; that is,‘'what is dialled 
also aging or tiiatnring whisky.' These whiskies are nianufactiired. and are then 

aiin7p'urnTes"‘‘ iV™"*«'<«. and are kept there for 
aging purposes. I lie.'ie wbi.skies are not lit to use until they are four years of a'^e. 

iTm period which they can remain in the warehomse is ei-dit years ' 
n.inv»^"A '^'=';;;y‘''"“'‘ aiiollicerofttii8 h'entiieky Distilleries and tVareliouso (Com¬ 
pany ?-A. I was president. I became j,resident of the company at its organization. 


' Sec Mr. Clarko. p. K>8; Mr. I3m<llu\, pp. K)7, xiy, 8U7. 
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Q. 'Phat con\pany wuh orgaiiizePi also, 1 infer tlicn, as a. subsidiary in aiding to get 
all those interests togotherf—A. Ves. 

THE lOE-WllISKY HI SINKSH. 

Q. Now, after those four companies had been organized in this close association, 
what was there loft outside In the whisky biisiMoss of the country that was valu¬ 
able?—A. Those small distilleries that! have referred to, these sniall separale dis¬ 
tilleries, and the Merchants’ Distillery, and a. few, very few, brands of any value in 
tlie Stat<i of hentneky. 

Q. Was there left also outside the rye wliiskyf—A. 'I'hat is another field. 

Q. Yes; thiit is why 1 asked. Will you explain about that other lieldf—A. The 
production of what are eallod rye whiskies is centered in i'oniisylvania and Mjiryland. 
Kye whiskies are practically idiuitified with those Stotes, the satin; os New Kngland 
riiiii is iilenlified with New I'nglaiid. No one knows why, but it is so. Kuin made 
any when; else would not have the same value as that coming from New Kngland. 
So that rye whiskies, while they ore made in Kentucky and Jilso in I’eoria, have no 
value as lyo whisky. There are s<;ven or eight HtandaiNl lirands oi’ rye wliisky. 

(}. (lly .Mr. Smyth.) Owning all these brands, do you have tin; op]>ortunity oi 
placing them on any whisky you please ?~A. No; that is, we could do that, hut that 
would not be good business. A brand has its value and retains the value much from 
the loe.atlon in wliich the whisky is made. Tlmsn are very valnaide things in a 
brand. It has frequently been done. It has frequently happened thata good brand 
was not, perhaps, prulitahle during times of demoralization; tlie prii-es would go 
down ; ainl the owner of the brand, catching at a straw, would say “ Well, l4iiigbt 
make tills hrainl somewhere in that way he killeil his brand. Locality, 

Si-ntimmil, is wliat makes the brand. 

t), More Ilian (iuality?—A. Well, all whisky is good; tliere is no bad whisky. 

(^. ('By Mr. .iKNKs.) 'I'lierc are ililVerenccs in whisky'? —A. 'I'he trade says mu 

(). N»'\v. about what projmrtion of the value of the oiilpnt of wliiskies—1 am not 
referring to sjiirits, but to whiskies particularly—was there left outside in this ryo- 
distilliiig hiiyinoHs?—A. The rye diHlillerios belonging to tliis concern are the Mount 
Vernon and (In; Ilannisville; Maryland pure rye, Thiladeiphia pure rye. In that 
field that represents about 25 I'cr cent, not more, 'riiat is. tln'se rye distilleries 
represent about 25 per cent of the value of tins total rye whisky of the country. 
Twenty-live ])er cent of the outjint of Kastern ryes is represented hy these distil¬ 
leries. 'riiis refeis to Eastern ryes. 

(^. Was it eonteniplated in the general plan of organization that some of tln'se 
rye ilisi 1 1 leries Ik; lironght in also?- A. It was important, for this jmrjiose: The dif¬ 
ferent eoin|i;inies wore in a position, through distrihiiting iionses. to sell a man 
everything lie wantm! except ryi; wliisky. It was then deemed important to secure 
tin; best brands of rye wliisky and tlio best lilending establislimcnts of rye. That 
1.4 a very prolitable Inisincss, and i.s a very important adjunct. In otlier words, one 
of eiir salesmen goes to a man and says, ‘‘ Here are your s])iri1s, hero are your reeti- 
lied goods, here is your wine, liere is your gin, and here is Kentucky straiglit 
whisky,” and there we had to stop. It hecanie jni]u)rlant to get rye whisky—a ryo- 
vliisky jdant; so the Hannis Distilling Chnnpaiiy was ac(|nircd. 'riiat, mniipany 
coiiti<*Iled two of the best brands of rye wliisky, Mount Vernon and Ilannisville, 
and coiitrols (he largest bleinling business of rye wliisky in tlioworbl; the inten¬ 
tion bi'ing tliat this concern should be able to supply the Jobber every tiling ho needs 
in his biisines.s. 

lUSTILI-INli COMPANY OP AMEHICA OWNS STOCKS, NOT PLANTS. 

Q. Now, will you kindly from this point take up the organization of the Distil¬ 
ling Vompanv of America, and tell ns how’ the ilifierent organizations were brought 
togellior inlo' one?—A. I tliink you havi- the whole thing right before yon.' 

<),. 1 liave the general ligures’hero.—A. 'I'hat is the wliole story, if yon have that. 
A proposition was simply made ti> the stockholders of tlie dilleront companies, under 
vHiicli (he organizers of the Distilling ('ompany of America agreed to purchase tlieir 
stix'k foi- stock of the Distilling (Uunpaiiy of America, as stated in this deposit 
agreement. I have forgotten (he exact percontag(;s, but they are given in the plan. 

'I'he general ]ilan being that ilic Distilling Company of America should buy 
up as mneb of the stock as possible of those different companies, and should in itscll 
simply control stocks?—A. 'I’bc Distilling Company of America is merely an owner 
or sto<-khobler in these various companies. 

bk It dbl not itself buy up the plants of those four different companies?—A. No 
plants; it nu;r(5ly owns stocks. 

With reference to the rye-wbisky companies that were brought in, did the Dis¬ 
tilling Company of America really buy plants or stock? -A. .Stocks altogether. It 

‘.St Mr. Hratlley, i»j». 
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Ik fliiiiply tlio owD(^r of stooks. It is not in the whisky husinees. Its only KOiirce of 
dividend is tho stocks. You may call it the clearing house for the stocks. 

KXCIIANGK OF STOCKS. 

Q. In buying up the stocks of these different companies, did it exchange its «)wn 
stock, goncrnlly speaking, for par or less than par!—A. 'Hio percentages arc given 
iicrc, I think. Can I refer to it! 

(^. (ertainly.—A. The organization made tho following proposition: Korevorypre- 
ferrod sharoof the American Spirits ManiifactnriugCompauy, 50percent of jueforred 
stock of the Distilling Company of Aniorica, and for the coinmon stock 25 per cent. 
1 or ovi ry share of the Kentucky Company, common stock, 70 per cent; prelerred 
stock, 85 per (^ent in preferred and 15 per cent in common. Standard Company, 85 
JKT cent in preferred and 15 in common for the preferred, and for oommon stock, 00 
per cent in common, i’ho Spirits Distributing Company first preferred, 80 per cent 
in preferred ami 20 per cent in common stock; for the K(*eon<l preferred, 20 preferred 
and 20 common.' 

Q. i’lie common stock of this Spirits Distributing (Jompany, being all owned by 
the company, did not need to he provided forf—A. No. 

(^. In all of these companies, then, there was some scaling down of tho capitaliza^ 
lion A. Yes; tho capitalization was scaled down. 

In the scaling down of the capitalizntion, were the fixed charges (that is, 
what was required to pay the dividends on jiroferred stock), lessened or. on tho 
whole, was that lucreasedf—A. No; the Distilling Company of Araerici, as I 
explained, ac<iuired the stocks of other companies, and of course jmid for tliem, so 
tJiat the total of preferred stock issued to-day is $31,250,000 of the Distilling Com¬ 
pany of America that is entitled to a cumulative dividimd of 7 per cent. 

Does the cumulative dividend of 7 per cent on this preferred stock amount to 
more, or less than the dividends on the preferred stock of the companies that were 
acipilrcdf—A. 1 will take a pencil and we can get at that very quickly. The pre¬ 
ferred stock of the constituent coiujianios amounts to $2(),750,(KX). 

Q. And part of this preferred stock of the other companies bore a riuite low per¬ 
centage, did it not—some at .5, and some even at 2?—A. The preferred stock of 
the American Spirits Manufacturing Company was .5 per cent. The preferred 
stock of tho .Sjiirits Distributing ('omj)any was 7 |ierc<mt. After some time there 
was a (change made in tliat contract, under wliicii tlie holders of first underred 
were to take 0 per <-ent in lieu of 7. The second prefi^rred stock w’as originally fi 
j)cr cent uoncnmulative; under this special arrangement the stockholders agreed to 
take I per cent of that ofi‘. Tliey eluinged to (> per cent on tlie first, and to 2 per 
cent on the second. 

Q. Ii‘ we take tho amount that was to ho paid on tlio ^irolerred stocks of the old 
coiJipanic.H oacli year, and comj>are it with tlie amount that is to he paid on the juc- 
ferroil stock of the present coiiqiauy, is there an increase or a decrease f—A. It is 
(iitlicult to liguro tliat W'ay, because tho Distilling Company of America owns much 
more v;iluable property in afidiliou to th<-se stoi'k.s th.at it eNchaiig<‘d its stock for. 
It owns these rye corporations of which 1 told you, and there was a large amount of 
cash, .$3,000,(XX), stipplieil by the organizers of the Distilling Company of America. 

(^. That is to say, owing to the fact that they aciioired these rye distilleries, and 
also tliat tliey have aci|uired considerablo cash in the exchange, they would bojus- 
tilied in assuming the additional aiiiountf—A. The common stock that, was 
c.xchanged amounted to a total of $07,750,000. Of Distilling Company <»f America 
the present Is-sue is $10,250,(X)0. 

Q. Of tills $-10,250,000 that was issued-1—A. (Interrupting.) Tliat represents 

llie cxi hange of .$67,750,000 total common stocks of the companies for wIiiMi these 
e.xchanges were made. 

THK dUGANlZKRS’ UARGAIN. 

(^. 'I'liis $40,250,000, as J understand, was what was given to the organizers in order 
to make the (‘xchange.—A. Yes, lo the organizers lor lb<^ puiqiose of making the 
excliangc. 

i). If yon figure up the amount that was required in accordance with the terms 
tliat wore offered to the stockholders of the different companies to make the exchange, 
would it have used up all of this .$‘10,2.50,000, or was there some left over?—A. 1 have 
not figured that up. 1 can figure it, if you like. The^'e was undoubtedly somo left 
over for tho organizers, after supplying the cash and the imrehase of tho rye iilauts, 
ol the stocks. It is I'asily ascertained. 1 think 1 can liguro the thing out. 

(^. That is the purpose of the ipiestion. This .$10,250,000 of coinmon stock and 
$31,250,000 of preferred stock paid to the organizers was, if I understand, for the 
purpose of acquiring all the stocks of these four different companies, and what else?— 
A. For cash. 

Q. How much cash ?—A. riiiee inilllon.H in cash and for the acctiiisition ef the stocks 
of the rye-wliisky conipauie.s. 


* .Scu ]i. 8«J, 
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Q. You Baid for three millions of caab. The agreonient jim printed hero inovided 
fora iniliiou and a half.—A. Well, that is right. It provided one million and a half 
additional cash working capital, and other cash which was given for houkj of Uk'so 
stocks of rye-whisky companicB. 

Yos.—A. In addition, of course, to the stocks of those. How much stock tliose 
(»rganizerB paid for those things of course 1 do not know. I have no knowlcdire of 
that. ^ 

As regards the rye-whisky plants that wore brought in, you said the H.anuis 
Distilling Company was brought in. What was paid for that?—A. I could not tell 
you; I do not know. 

And what other was brought inf 'i’he St. J’aiil distillery, I think it was, that 
was mentioned.—A. I did not mention the St. Panl distilhsry, because that was part 
of lhat agreement, and, as I sjiy, it was not what I call a distinctively Kastern rye- 
whisky plant, and it was not a part of the explanation 1 was giving, because we did 
not get to that point. • 

(^. But was the St. Paul- —A. (Interrupting.) 'fhe St. Paul was a part of the 

jiroperties that wore agreed to be turneil over by the organizers; agi ecd to be turned 
over to the Distilling Company of America. 

Q. Do you know what was ]»ai(l for that?—A. I do not know. The organizers 
undertook to do so many tbings for so much stock. In olher words, in that case 
they undertook to do these things for $31,250,000 of prefernul and $16,25(),(KH) of 
common; and tlu^y undertook to procure the excliange of at least a majority of all 
these stocks, and so mnch of tlie stock as was not turned over so much of that 8t<»ck 
had to he retained or returned to the Distilling O’oinpany (»f America. In other 
words, $31,2.50,000 of preferred and $40,250,000 ol’ <’ommon provided for all tlie out¬ 
standing stoi k of the four dilierent comjmnies; it provided for tiie ac«|uisition of the 
St. J’aiil Company; it proviiled for the acJiiiisition of the Hannis Distilling Com¬ 
pany, and provided for $1,5()0,0(M) cash working capital. 

Q. If one tigurca out , as I have bad done hen*, what it would take of the preferred 
ami common stock of the Distilling Company (jf America t«) actjuire all these stocks 
of these four dilVorent coiii]):inies at tlie rale laid down in tlie deposit agreement 
lM*re- - A. Exactly. 

It amounts to $20,510,000 of preferred and $32,800,0(K) of coniinon, if we take them 
all?'—A. Precisely. 

(^. In accordance witli the ternis of the agreement. If wo take that from the 
$:)l,2.50,(KX) of preferred stock and the $40,2.50,(H)0 of common which were given to the 
organizers, it would leave in their hamls $10,710,tXK) of preferred stock ami $13,360,0(X) 
of ( oinmon stock?—Whatever those tigures sliow. As I say, 1 have not iigured 
that. I have no doubt thau is 4-oiTect. 

C^. That is correct.—A. 1 Lave no <louht that it is. 

On the basis that it is Iigured out. The point of the rjiiestion is tliis: Leaving 
in their luunls this $10,710,(KM) of })refeiTed stoek and $13,3)J0,0(K) of common stock, the 
1nir<leii that was upon them was to fnrnisli these two distilling plants aud $1,500,000 
in (^ash i You said that a moment ago.—A. Aud tlie St. Paul distilli*ry. 

The two; the llannis and the St. Paul?—A. No, the Hannis Distilling Company 
owned two plants, th<^ Mount Vernon and the Hannis. 

Both were in the Hannis Distilling Companyf—A. Yes,and a large blending 
works. 

'riiat was all included in the Hannis Distilling Com]»aii\ f—That was all 
inclndecl in the Hannis Company stock purchased. 

(i. Then for the Hannis Distilling Company and tin* St. Panl and a million and a 
half in cash, you said a few moments ago that there W{W three million iti cash that 
they liad to snpidy.—A. I was mistaken in that: T should have. sai<l one million and 
a half. 

Q. I understood you to say afterward that yon spoke of the three millions because 
you iliouglit tlioro was that amount to be furnished. I was going to ask you if yon 
thought that the ac(inirement of the Hannis Distilling Company stock and the St. 
Paul distillery was represented by a million aud a half?—A. I can not tell yon; I 
liav«! no idea. I do not know wlmt tbey cost. 1 have no doubt that the Hannis and 
Mount Vernon wcire the two most valuable brands of Eiisteru rye whisky; they were 
ot v(‘ry large earning capacity; ami they were brands (»f whisky that we were very 
dcsinms to own. How much was paid f(»r them I can not tell. 

Q. How mnch do you estimate their value at to-day ?“-A. I should not like to sell 
them for live million in cash; I think we could get that for them. 

ft was the understanding, I Hnp]ioso, that after tlu^ organizers had furnished 
these plants, any surplus stock that they had In their hands was theirs?—A. That 
is their business; tlmt is not mine. They didn’t do this thing simply for luck or for 
their health. 

Q. Were yon one of the organizers?—A. T was not, ahsoluiely not. Tbey under¬ 
took to bring about a very important pie ce of work. 

* Sen j). 822 , Ibotiicle. 
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Q. Of coiirso.—A. And it was NjiieHtionablo in my mind and qnostionaldo in tlje 
minds of nun> who knew a o^ood doal about this sort of business whether it could be 
done. They undort«)olv to do it, and tliey sneueoded in doing it. As a matter of 
tartj the Distilling Conijiany of Aniorica to <lay <;ontrol8 on an average 02 per cent 
of all the stocks of thcLso four operating companies. It was a most valuable thing 
for the stockholders of the operating eompanies, if it could be brought about, 
beeanso it made it easy and made it })racticabIo to operate all these companies on 
tlio most economical linos, to reduce the cost of production by concentration of 
l)lanf8aiid concentration of manufacturing and concentration of distributing charges 
and all that fl«)rt ot thing. It was a valuable tiling for tlio.se stockholders to bring 
about. They couhl well afford to pay well for doing that work. I have no idea 
what the organizers made, but whatiivcr they did make I tliiuk they were entitled to. 

Q. Th(‘ question was ns to whether it wa.s in any way easily possible to see what 
they did make; and with |•(‘fcl•cMC(^ to the ])ri<-e tliatwas paidfor the Ilannis Dis¬ 
tilling Company, that, of coiir.so, is a matter of common rumor. 1 thoiiglit perhaps 
you had dclinitc iiiformatiou on it.—A. I have no ilolimte knowledge, as 1 say. 

STOOKHOr.nKRS XEAIU.Y t’XAXIMOf’.S KOR (ONSOMMATION. 

Q. Was there any serious objeclion on the part of the stockholders of any of these 
four companies to going into Mie « oinliinatien-A. It was the most remarkable 
pbeiioiiienoii tliat ever came under my obsci valion, the nnaiiiiniity with which this 
thing was done. 

t^. It was rojiorted in the ]iapers in .7uJy. after this deposit agreement bad licoii 
jmblished, that there were meetings of tlio stoi'kholders of the American Spirits 
Wanufacturiiig Company, at any rate, in opjmaition to the jdan. and it was tliongbt 
by some of them apparently, if one may judge from the papers, that it would bo 
unwise forthem logo inf—.V. There was most vigorous deiimiriationof tlnijilan and 
tlie scope of it and the pco])le conm*cted witli it on the part of tliis couimitte»*-'-tho 
American Spirits Manufacturing (Umipany protcctiv<wouimitte<!. 1 read c<dnmn8 
upon colninuH. 

Yes. What proportion of the stocks of tlie .\merican Spirits Manufacturing 
(’ompany wero, as a matter of fact, dejmsited undcu' this agroeincnt within the time 
limited f —A. I <-an not say exactly, hut I think over 90 per cent. 

Q. So tliat thi.s opposition, you woubi say,came from only a very small minority of 
the stockholilers /—A. My understanding is that they represented 1,700 shaies of 
the common stock. 

Q. Out of how many f —A. Out of lloO.OfK). It was ju’actically unanimous. It was 
the consensus of opinion .almost unatiimouKly that this was a good thing for the stock- 
lioldors to do, ,as is eviden<-ed by the fact that they deposited in .such overwhelming 
numbers. 

NO I’XDITK .SKCKKCV ABOI'T THK AMKHKJA.N si»n:lTS .MANUKACTOJIINO ('OMCANV—IT 

WAS A WUKCK. 

i}. Statements were made at this time by some of these people that tliey wished a 
report of the Imsincss of tlic American Spirits .Maiinfa(;tnring Company, inspection 
of books, .and a linancial statement, and tlio> ilcdarfd that no tiuancial statement 
bad evi-r been made to the stockliolders f—A. No public linancial statcniout. It lias 
always been the custom of the management of the American Spirits Mannfactiiriiig 
Company to invite the .stockhoMers to its ortices. The, books have always been opmi 
to those stockholders, bona tide stockhoblors; in fact, they have invited thestoek- 
bolders to come there and get .all f ho information that tln‘otlicers thein.selvcs had. 
So long as I was president of tin* company we were very gla<l to hav<^ the .dock- 
holders come in and to see tiiem. TJie only dilliculty was (hut too few of them took 
any interest in it. We were always glad to see the stockholders. Of course, in a 
ca.se where we qm-stioned the gooil faith of their applieation for information, we 
simply declined it absolutely. 

i}. Were you in the habit at the annual meetings of making any report at all to 
the stockholders?—A. Wo always made a general stat<‘ment of the ull'airs of (lie 
coiii])any. 1 iievid made a secret of the fact that the A merican Spirits Manufactur¬ 
ing Company was not a lloiirisbing institution. It was the wreck of the ohl Distill¬ 
ing and Cattle Feeding Company, as you know, and was useil simply as the means 
of bringing about all of these things that have been brought about; it was jnacti- 
cally the method oinployeil. 

And it was practically contemplated, as I understand you to say, almost from 
the time of its organization, that through the working of it, these other companies 
should bo brought together into this larger organization i -A. 'fbat was the inten¬ 
tion, and they simply took this wrm-k, us 1 told you, and used it for that purpose. 
Italways was a wiei k. 



THE WHISKY COMBINATIONS:—KICK. 841 

INTKKNAI.-ItEVENtTIO TAX, AT $1.10 PI:k CALLON, KVaDEI) IlY ONlC'FdUUTII To 
ONR-Timil) OF TJIK PRODUCT. 

Q. I wolilil like to have you give ns your opinion, if you will, witli reforenco to 
the proeent rovonuo laws of the IJiiiteil States as roj^^ards spirits.—A. Well, that is 
a pretty hroad snbjeet. 

Q. And any siij^gostions yon may have to make with referenee t<» ehangos in the 
law.—A. 1 have bad no time to make any preparation, I liave been so busy and so 
occupied. There is only one thing that I did Jot down ; peihai)s it may bo ol‘ some 
int<T<‘St ifyoii will rend this. 

\ on will 1)0 kind enough to read it to nsf—A. Very well. Tt is a very rougli 
draft. (Witues.s rea4lB as follows;) 

‘•The rate of tax to tlm legilimatii distillers is not so im))ortant as the fact that 
such tax should be uniform. 

“As it is to-day, the Govommont collects $1.10 per proof gallon from such distill¬ 
eries as are operated under its su])ervi8ion and conducto«l as legitimate enterprises. 
It jmllects about ono-lialt the tax on goods act ually produced in from four to six 
thousand small registered stills located in six «)r seven Southern States. It of course 
collects nothing from illicit stills. 

“ It is estimated by good authorities that under the $1.10 tax, from thirty to forty 
millions of gallons of Hi)irit8 are annually eonHumod in this country, from which the 
Gove rnment derives no rovenno. 

“ I’hequestionas to howmnch the tax on spirits should he is not onoof sentiment; 
that is, it is not a (inestioii for the Govorurm-nt to consi^ler what ])ar<i{:ular rate of 
taxation would please the distiller, or tlie dealer, or the (Consumer, hut it is simply 
one of rovonne, and I he (jnestion is, ‘ What rate of tax per jn oof gallon will prcMluce 
the largest revenue to the Govorninentf' 

“as the tax (JOES TIP, THE a:\iottnt ueaciieo uy rr <joes oown. 

“ In the liscul year of the last year of normal business under the Ol)-conl t;jx, 
tb(5 <;overiiment collected tlie tsix on 97,15X,:U7 gallons. 

“In tlie iiscjil year of lX9!b a year of unexampled prosperity, during wbi(di tlie per 
capila consnm})tion (»f whisky ha<l largely im reasod all over the Tinted States, the 
(biveinnient colh;ct(Ml tlie tax on x;bxi9,:n i gallons. 

“ These figunis refer to spirits distilled from materijils otlim- than aiijile.s, jHaiehes, 
gra|Kts, jiears, and other fruits. 

“It is thus shown tliat while it e.'iii be demonstrated tlnil tbo consumption of 
spirits lias birgely increased during the jiast six years, the (Government eollectod tax 
on almost 14,bOd,0(X) gallons less in 1X99 tlnm in iX93.'' 

'I’liost) are vtu’y startling facts. 

WHISKY at !> CENTS A (JAT.T.ON. 

Here is a price list, a publlslied price list, issinvl June 21, 1X99, otleriug among 
other things si iiglO'Stamp KKbjiroof NorthTarolimi corn whisky, at $1.19, f. o. b., lleidtp 
viily, N. C. Tlie cost of the ])ackage is (I cents, and that'leavi's 'A cents for the 
wliisky. Tiiat is tlieopcn price; and 1 will say to yon, gentlemen, that von can buy 
ail the wliisky you wantdown tliere for abontk') cents a gjillon, and tln^ tax is $1.1(). 

(By Senator Kyi.e.) This is from Haltimore—Ibiltimore published seliodnle of 
wlia.l ?—A. rublished price list issued by brokers broadcast. 

Hollowing is a copy of the price list oll'cred by the witness: 

f boii^ (listiiiu-ft jitionc l-lTJl'il. 'I'lio A. (y Solmiidl ('innjmiiy, wliisky broket;^ :iii<l nier- 

cbniits, El-Ouuil JH'Ti iJjibt slreoi. Ikiltiiueri'. j 


7b :rholeHt(h‘ irode onltf : 

l>EAR Sirs: We bog to call yonr attrition to the following lots of whiskies. 
Quotations are subject to sale or advance. Owing to tlie unsettled condition of tlie 
niarkrt it will pay you to wire us yonr order, and be to your interest to eorrespoinl 
witii n.s in relation to whiskies not bereiu ([noted. 

K indly 8(md us a list of yonr lioldiiigs. 

June 2.tTn, ’99. 

Ibidgejiort: 


25 bbls. December 
50 bbls. .Spring ... 

Bridgeport pure malt: 

.»«ily. 

duly. 

August. 

July. 


. 91 

^0. 75 

. 95 

. 05 

. 92 

1.00 

. 95 

.024 

. 9t> 

.00 

. 98 

.724 
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Dillinger: 

* 25 bbls. Spring. 

25 bbls. June. 

15 bblH. Ib^embor. 

45 l)blrt. Novombor.. 

50 bbls. Spring.. 

Dougiiert.v: 

50 bbis. August. 

15 bbls. May. 

25 bbls. St'pteinbor. . 

20 bbls. .Imiiiary. 

25 bbls. Juno .. 

Finob ; 

50 bbls. April. 

25 bbls. May. 

50 bbls. February. 

Gnckonbeiiuer: 

10 bbls. May.... ... 

25 bbls. Fall. 

.50bbls. J^pring. ... 

.50 bbls. February .. 

25 bbls. October.. 

50 bbls. Jauuary. 

25 bbls. November..-..-. 

Giljsou: 

50 bbls. April. 

50 bbls. 8(*]>tember. 

15 bbls. February. 

no bbls. Spring_—. 

Ilaiiiiisville: 

50 bbls. April.. 

50 bbls. Doeembev. 

50 bbls. Spring. 

G. W. Jones, Monongliela : 

25 bbls. June. 

25 bbls. Jnuo. 

Mol vale: 

8 bbls. May. 

Mount Vernon: 

25 bbls. Fall. 

Monticello: 

10 bbls. Spring. 

20 bbls. June.. 

50 bbls. Spring.-... 

Overliolt: 

.50 bbls. Sftptemb«*r. 

50 l>l>ls. January.. 

.50 bbls. December.. 

50 bbls. February. 

Fen \vi<Jv: 

15 bbls. Spring.. 

.‘0 bbls. Spring... 

.50 bbls. Fall. 

SlM-rvvr)o<l: 

5 l)bl8. November. 

.50 bbls. NoveinbiT. 

15 bbls. Mareb. 

15 bbls. November. 

25 bbls. Spring .. 

5 bbls. Fall. 

10 bbls. Spring. 

Apecia/. 


. 95 

$0,584 

. 96 

.564 

. 97 

.50 

. 98 

.45 

. 98 

.474 

. 93 

.80 

. 94 

.80 

. 94 

.784 

. 95 

. 784 

, 95 

.774 

. 94 

.8(> 

. 96 

.834 

. 99 

..56 

. 93 

.774 

. 93 

.774 

. 94 

.774 

. 96 

.724 

. 97 

.0)5 

. 98 

.624 

. 98 

.54 

. 93 

.784 

. 94 

.784 

. 95 

.784 

. 9ti 

.774 

. 95 

.85 

. 95 

.824 

. 96 

.80 

. 95 

. 55 

. 96 

. .524 

. 95 

.85 

. 93 

1.05 

. 95 

.80 

. 96 

.88 

. !» 

.474 

. 97 

.56! 

. 98 

.50 

. 98 

.474 

. !»9 

.424 

. 95 

. 56 

. 98 

. 45 

. 97 

. 46 

. 93 

.90 

. 91 

.88! 

. 95 

.86! 

. 95 

.85 

. 9(; 

.781 

- 97 

.70 

. 98 

.674 


Make offer on 8 blOs. Dec. 01, NoimanOy ryo in bond. 

\Vo Oder 8tngle-atami> 100 per cent North Carolina corn wliisky, at $1.10, f. o. 
Roidsvillo, N. C. 

Kedistilled singlo-stamp gin 100 per cent, at $1,281, f. o. b., Camilen, N. .1. 
Samples On application. 

We also offer 10 bbls. apple brandy, 01, Hocbest<^r, N. Y., at $2.05. 

Yours, truly, 

Thk a. C. SciiMiirr ( o. 

Wire orders subject to conlirrnation. 
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ILLICIT STILLS 8KIZRI>. 

Hero is a statement. I suppose you have all these things becanso they are taken 
from the reports of the Oommiasiuiier of Internal Revenue. This is a. statomeiit of 
the illicit stills seized. 

Q. (By Mr. .Iknks.) It would he very convenient for ns to jmtthis in our record. 

(The following is a (!opy of the statement of seizures of illicit stills submitted by 
th<‘ witness:) 

IlHcil stilh seized durwfi the fiscal iiciirs endimj June ■'<(). 


1889 . 466 

1890 . r>83 

1891 . 795 

1892 . 852 

1893 . 806 

1894 . 1,016 

1895 . 1,874 

1896 ... 1. <K)5 

1897 . 2,273 

1898 . 2,391 


4’otal. 12,961 


(^. Two thousand three huinlred and ninety-one in 1898?—A. But, of course, for 
<'very 1 seized iheni arc 10 in operation; and every time yon seize 1, the fellow 
loads np with another and "Oi s ahead into another settlement, and in 2 weeks he 
is in business again. 

Now here is a statement showing the coDsiiinj>ti<)ii per capita of distilled spirits 
siiK^e file lirst tax, siiK’o 1860. Thai is an intor4'8ting thing. 1 jn-esuine you have 
tliatalso. 


ConHumfitiou {ter capita of distilled spirits from matenals other than fruit, and tax thereon 
<iiid rerenue iherifrom. 



I TlIX p<T 
I gallon. 




Aggregate of 


Aggivgiitcgal 
Ions con- 
sinned. 


Per capi 
ta con 
sinned. 


Poveuiie. 


lHf)4. 

l.SC.'i. 

]»(;(> 

J8«)7. 

IKIIS 

1«CS, 

jsr.!i, 

1871. 

IH72. 


1870. 

1H7G. 

1877. 

J878. 

1K79. 

1880. 

188 ). 

1882. 

188:(. 

1884. 

1880. 

IHHI), 

1K87. 
J888. 
1880. 
181MJ. 
I8'.)l . 
1802. 

1803, 

1804. 
189.0. 
1895. 
1890.. 


None. 
ifO. 20 

2. 0(1 

. .'.(I 

.70 



.31,44:1.321 i 
34, 046. oOi) i 
34. 748, OUO h 
3.'‘). 469, OlH) 11 
:16.21I,000 -f 
30.073,000 :] 
:i6,97:i. 000 '] 
37.756.000 i 
:iH. .5f.8, OOO \\ 
;{9, .55.5, ooo 
•10, 59(5. 000 ;) 
40, .596. 000 
41,677,000 !f 
42,790,000 f 
43,9.51,000 ) 
43,951,000 V 
45,1:17,000 
46. 3.53, OOO 
47,998.000 
48.866. 000 
50,155, 783 
51,316, 000 
.52. 49.5, 000 
,53, 693. 000 
54,911.000 , 
56,148. 000 ' 
57, 404. 000 
58,680. noo 
69, 974, 000 
61,289,000 ; 
62,622, 000 : 
63. 975, 000 

65, 40;i, 000 

66, 826. 000 i 

68. 275, 000 i 

69, 753. 000 I 
69, 753. 000 |\ 
71,203,000 / 


31.44.3,321 
34, 0-16, 000 

125,575, 875 


154, 6.52,0<KI 


102, (K)0, 000 


1,191,336.832 


110,61.5, 275 


83. 904. 285 
85. 295, 303 

:{7. 979. 104 


278, 


099,810 


168. 444.01(0 


1,412,997,777 


I 


None. 

!fl7,(ir)9.7!i2 


l.O'i I17,9(M), 800 


1.27 l,271.697,9ii7 


.r, ■ I2l,r.7t>,n.2 
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INTKIJNAl.-KKVKNt K KIHIKI l'T.S. 

Horn arc tlio int.oni;il-«-<‘venuo recei]»tH from 1S8!) fo 18!)9. I iiresiinio you have that. 
Internal-ri i'enue receipts from spirits during the fiscal years ending June 30. 


1889. 

im . 

1891 . 

1892 . 

1892 (97,458,217 jralJons) 

1894 ... 

1895 . 

1896 . 

1897 . 

1898 . 

1899 (82,819,214 j^allons) 


$68,281,803.93 

75.181.685.90 

78.528.601.16 
8 ;i, 776,252.86 
87,712,513.02 
78,612,150.22 

■73,711,380.57 
-72,713, 018.60 

75.706.513.17 

86.188.630.91 
92,201,245.77 


The ahovo jfivos iuternal-reveiino receipts rr<»ni spirits distilled from materials 
other than apples, peaohcs, urapcs, pears, an<l other fruits. 


KF.(1ISTRRI'U> 8TII3.S—UNTAXKO SM1UT8 FROM THEM. 

(^. (By Mr. .Ie.vks.) Have you any sujj'gestions yourself to make with roferouee to 
a change ill our revenue laws? The present tax is .$1.10. Whatwoukl you think 
the ell'ect on the roveiiuo would be of lowering tliat somewliat?—A. Tlie (juestion 
fnmi the revenue standpoint alone is, From what point (^aii you stop the manufaetnre 
of wliisky in the small stills over wliieli the (iovernmeiit has no supervision? You 
never can stop illicit dislillation. 'I'hat is like counterfeiting or forgery. You can 
get after the fellows and put them in jail, but you never will bo able to stop tlie 
coiiimi8.sion of the crime. There are from 6,0()() to 7,(K)0 stills in the 7 Southern 
States licensed by tlio (loverumont. They juo called registered stills. It is utterly 
impossible for the (Joverninout to supervise the operations of those stills. The («ov- 
(‘I'nment simply says, “ \Vo expect you to pay a lax on so many gallons from a bushel 
of grain." Tiieu the pressure brought on tlio Commissioiior is very gnait iudeeil, so 
that he is induced to make tlu' e.stimateil number of gallons as low as jmssildeou 
this plea, which certainly has soiik' justice. The (longres.Hman from that district 
says, “ Here, this is my friend .John .Jouo.s. Ho has gota little still. Ho is mashing 
T) bushels a day. Now, lie opera fe.s that si ill himself, and the way lio operates tliis 
still it is impossihhi for him to get as much from a biishol of corn as tliesn big < or- 
jiorations tliat operate 5,000 and 10,000 busliol bouses. Jf you want biiu to pay as 
much tax as these great monopolies or corporations, it is doing him an injnstici*, and 
it is driving him out of busiue.ss." 'J'hat is the argument tliat is made. The ('oin- 
inissioner says, “How much do you tliiiik .lohu is producing?” and the reply is, 
“Weil, he can not make more tlian 24 gallons from liis bnsine.ss.” He i.s taxed on 
2A gallons. The fact i.s tliat these; fellows are becoming so cxp<‘rt that they ;iro pro¬ 
ducing 4 and 44 gallons from a bushel of corn.-’ 

if flow much do you jiroduco from a bushrl in your distilleries?—A. We are 
improving all the time; we are producing in higli wines a little over 5. 


WOIT.I) J*t T A HKJJI-I-ICENSE FEE (»X EVERY STIU,. 


Q. You think they are prodiK'ing over 4?—A. I think tliey an; ^irodneing over 4. 
TIm^ fact Is that these stills ]iay taxes on about half of what is produced, and the 
other half is practically illicit wliisky. The rennuly for that is a very simple oiu*, 
hut still it is a very ditficiilt thing. The remedy is to ebargi; a license fee for every 
still, charge them in profiorlion to llie capacity. Of course it would cost our com¬ 
pany a great deal of money, but it would assist the Government in tlie proper collec¬ 
tion of the tax. If you charge every still in the country a license, say, on stills 
under 10 bushels so much, and from 10 to 100 bushels so much, and from 100 to 500 
HO rnneh, and from .500 to 1,000 so much, a license from all, and make the liceii8<‘ 
pretty heavy, that would bo one remedy for wiping out a good deal of what is prac 
tically illicit distillation. It would cost our company a great deal. 

Q. You s.'iy it would cost your company a great deal. Do you think it would 
reijuire you to advance any more money than you do now?—A.* What do you mean? 

if You know that you pay a tax on the amount that you sell, and I suppose you 
reeoup yourselves in the price to the eonsumer?—A. We simply add the tax. 
far as we are concerned, it makes no differenee. 


• IlichuluH $46.70S,;:31.11, ;it OOrent.H jmt ^uillou. 
^ln<-bul( H .fX.OTX .'iT, iit !HI cuiifH jkt gull«*ii. 

Mr. MitiNnUii. p. L'3I. 
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rHK PHICE or 8TANDARI) RKANDM CAN «E 1>UT UP INDEFINITKl.Y, HUT IT IS BK8T 
TO 0KLU SPIKITS NEAR COSl. 

Q. Ill this other form yon would of (ioiirse Jid<l the tax in tho same way Hubstan- 
tiallyf—A. Yes, if we eould got it. 

Q. Is there any reason why yon could not get it?—A. Wo try to get what we can 
ill safety, but one of the natural resultH of these groat coinbinations is cheaiM ning 
tho cost of produ'-tion and cheapening tho products in cost to the consumer. Tlio 
consniiier does not care liow nincli ho pays for a fancy brand of whisky. If a man 
wants Old Crow ho does not care whether yon charge him $2.50 a galion or ho 
wants Old Crow. Or if a man wants Mount Vernon ho does not care if tho price of 
Mount Vernon is $5; lie has it, and is going to have it, because Iio can make a prolit 
on it every where. But when yon come to a product like raw proof spirits it is a (|ucs* 
tion of getting such a cost of production that yon can make a prolit; tiiat yen can 
market your | rodm^t at a profit on tin; co.st. In other woials, no centre! of the spirits 
business is possible mih'ss you keep your price very close to the cost of prodiio 
tion. But when it comes to brands of whisky, anything in reason. 'I'lio purchaser 
cares nothing about the price so long as you do not overproduce tho brand. If 
there is an actual consumption of 2,000 barrels of Mount Vernon always, and we 
ilo not make any more than that, ami every man that gets 5 barrels knows that it is 
going to be used, and somebody is going to drink up that .5 barrels, he had just as 
soon pay $5 a gallon as 50 cents. Bub when you produce morc! than that by 500 bar¬ 
rels the overproduction of that whisky fixes tho value of tho 2,O0O barrels; and tho 
whole, secret of making money out of tho standard brands of whisky is the secret of 
keeping production down. 

Q. Yon wonldsay, flien, thatth<w;hiefadvantagc,ofy<mreoinhinationis that yon can 
control yoiir output, especiiilly of thesis brands?—A. We absolutely I'ontrol the out¬ 
put of tlio standaril brands; that is absolutely witbiii oiir own hands. We will not 
produce 1. gallon more of whisky than the country will take—than the actual cousunip- 
tion shows. But we moan to control tho ontjuifc of spirits by selling spirits at a 
pi'ico very close to the cost of production. 

Tliecmiti'o! of tlie ontjmt of spirits comes from the faid of keeping the ju'ico 
low ratlior than from tho tact of controlling so large a proportion of the capacity?— 
A. That is all; nothing else. Anybody can make spirits.- 


MOKE WHISKY AN1> AI,( OHOL USKI> IN (iOOD TIMES. 

(^. Are yon exporting any spirits?—(No answio-.) 

(). (By Mr, l■''AU<il^lAl{.) Wliat is yoiir piactiiial observation in respect to thecon- 
smuption of stimulants by the people in good times and hard times?—A. There is 
more whisky coiisuined as a beverage in good times than in liard times, natiually. 
'I'ho great eonsunn'i-of li<|Uor as a iieverage is tlie laboring man Hois the great 
consumer, a.nd when lie has money he spends it for wliisky and beer and cigars and 
toliacco and luxuries. When he lias not, he, can not get it on credit easily. Ho has 
110 (credit for whisky, lie may have credit I'or dry goods, but lie has iH) credit in a 
hairoom. 'I'liat a)>plies not only to the consumption of spirits as a iicverago, but 
aHo to its coiisumjition as an article entering largely into inaunfmdnring and the 
arts and sciencos. When all the mills of the. country are working full time the con¬ 
sumption of alcohol is very markedly Incnmsed. When hard times come, down goes 
the eon.sumptioii. Avery large ipiantity of alcohol is used, I should say, uotwith- 
stamling the obsolete Jaws of the (iovernniont. 

Q. (Ily Mr. Smyth.) Have you any statistics of tlie consumption of whisky In 
cities and in the rural ilistrie'ts?—A. No; I have not at hand, hut 1 should jmlge 
there are such statistics in existence, and they show a constant increase in cities 
where you can get such statistics with some ilcgreo of accuracy. 1 have found, for 
instance, that the greatest consumption of whisky per capita is in tlic cnltuicii city 
of boston. I hope this will not get into the press. But no fellow is siipposi'd to 
take a. drink in Boston. They all go np the alh'.ys, «‘tc. lUit the consumption of 
Spirits ))er capita is greatest in tho New England States. 'I'liat is due absolutely to 
the climate. 

(by Mr..JiCNK8.) You say of spirits; that is, not wliisky ?—A. When I say sjiirlts 
in this connection 1 moan ulfthat comes from spirits; spirits i.s the great basis for it. 

Q- (By Mr. ItATCiiEORh.) Have you any statistics showing the consumption of 
whisky by the laboring classes as coniparcil with other classes?—A. 1 could not give 
that, possibly. 

f understood you tosaytliat tln> great c-onsninor of whisky was the laboring 
man. What do yon base tliat statement ou? -A. <bi tho fact that tlieriMire more 
laboring men than any other men in the country. They are about li to 1, That is all. 
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U' TIIK GOKS UP, A DRINK COSTS THK SAME, RUT THERE IS LESS WHISKY 

.\M) MOKE SlTJtlTS IN IT. 

Q. You Siud that an far as tho price of whisky to the (amsiimcr was concorued, tho 
con.siumT cares little whether it was $2.50 or $3 a gallon. Are we to inlei* from 
that, tliat tho laboring man does nob euro what ho ]>ay8 for it?—A. OI», it does not 
cost Jiim any more. Mo pays 10 cents for liis drink. 

Q. Regardless of tho cost originally f—A. It does not make any dificrence, and 
really the retailer pays little more in proportion. 

Q. Have you not seen 15 cents imid for it?—A. I am speaking of tho ordinary 
drink in the ordinary barroom; but of course we are accustomed to pay 15 and 20 
cents straight, and iii periods of gn*at prosperity I have paid as high as 25 cents 
when I wanted it very badly. The oidinary price of a drink is 10 cents. Hut say 
the ordinary retailer buys 5 barrels of whi.sky at $1.50 per gallOn. Now, if tlM*re is 
a variation of 2 or 3 cents in tho cost of sjdrits, lie still pays $1.50 for the whisky; 
ho may not have as much rye whiskj^ in that whisky—he gets more spirit.s and less 
whisky, tliat is all. lliit tho jobber or distiller is the man wlio really siitleis, if any¬ 
body does, from the increase in price, and he recoups himself by reducing the(iuality. 
In other words, instead of putting 5 gallons of rye whisky in the $1.50 whisky, he 
will simply put in 4. 

Q. (By Mr. Jknks.) When the price of spirits goes up, practically no one hises 
except tlio consmner in the <|nality ?—A. Practically no one loses except the fellow 
who drinks it. In the end he gets a little more spirits and a little less whisky, that 
is all. 

Q. In the ease of the brands of whisky that are bottled, tho conaniner pays i t there 

directly in the higher price ]M‘r dozen- A. (Interrnpling.) No; the prieo for 

cased goods—in the first place, it is a question very much of brands. Very popular 
brands command anywliere from $12 to $1H. It makes very little diUerenee, if whisky 
has gone up 15 or 20 cents a gallon. It simply moans an additional cost of 20 or 25 
cents on lh.it case of goo<l9 which is sold from $18 to $20. And thoio again tho 
retailer doe.s not pay any more ami the jobber does not pay any more. 

CONSC.MI'TIoN (iUKATKST IN NEW ENGLAND. 

Q* (By Senator Kvi.e.) Your statement was that the ])cr capita consumjition of 
spirits was grea.te8t in Massachusetts?—A. I say in the Now England States. 

Q. The New England States ?—A. 1 say T think it i.s due to the elimatc. 

tj. (Jreator than it would bo in Norbli Carolina, for instance?—A. In North ('arolina 
there is a great deal of corn wliisky consumed, but wo can not get at any statistics. 

KXDOUiS IIAMI’ERED DY GOVERNMENT KEGGI.ATIONS. 

You were talking about the matter of exports. We have tho greatest corn-producing 
country in tlie world. Wo make alcohol < heaper than any other country on tho face 
of the globe. There was a time, 20 years ag<», when wo exportml as much as 150,000 
barrol.sof alcohol in one year. Germany was losing that trade, and seeing her disad¬ 
vantage, gave an export bounty, which took away tho trade Irorn this country. Bat, 
notwithstanding that bounty that was given by tho (German (ioverninent, we conltl 
easily compete~tho distillers in this rountry could easily compete—if we liad equal 
facilitio.s for shipping. What keeps tlie trade away from ns now i.s the high rate of 
freight, hccaiiso we have got to put this stnlF into barrels at once, into cooiHuage, 
ship it from iVoria to New York, and from New York to tho distributing points, 
Haniimrg and Mar8eille.s. What we. have been Irving to bring about in the lust 3 or 
4 years i.s a regulation permitting us to store alcohol in tanks, and ship it in lank 
cars, and thou in tank compartments or tank steamers to theothcr side. 4’liat, prac- 
tiejilly, would give us control of tho export business of the world. It is searcely 
understood wliat that raeaiis to the ugricnitural interests of tlie country. It inoan.s 
that—General McNulta has gone into that; he was very familiar with that'— 
ill tiriie.s of groat surjilus corn crops, when the price of corn is cheap, the ability to 
manufacture alcohol and keoji it woubl perinil the distilling eoinpanios to purchase 
so lunch corn for that purpose as to appreciably affect tho market, and they could 
make the alcohol at such times as the market for corii was appreciably lower than 
tho average times. It would be a great benefit for that rea.son alone, not taking into 
consideration the now industry created by tho maniifactniing of new alcohol, the 
railroads getting the advantage of that biisiness, the steamers employed for tliat 
purpose, at no lo.ss to anybody. It is simply a change m tlie existing regnlatious, 
and it has been delayed, 1 think, by tlie (»overninent. Tlie Treasury lieparlmeiit 


* See .Mj-. .McNulta, jip. 1 ' 25 - 2 .' 10 . 
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acknowledges tk© embarrassment and the harassing of tlie proper comlnetof this 
business simply for need of some slight change in the ]»re8ent laws, simply a modili- 
cation. 

I'RICK OF 8r»IRlTH RASED ON PRICK OF CORN—NO CUTl'ING. 

Q. (By Mr. Jenks.) You spoke some time ago with reference to the cheapened 
cost of manufacture of spirits on account of the organization. Is your company in 
the habit of meeting comjxitition in special localities by special cuts in prices in 
those localitiesA. No; I have dropjted all that sort of business absolutely. 

Q. You used to?—A. That was the method ber<‘toforc; that was the method 
employed hy people heretofore connected with the business, biitsim^e 1 have been 
connected with it we have adopted the present pcdicy. 

Q. What is the method now?—A. We jnake prices for spirits at whi<di we make a 
small profit, and anybody is welcome to sell at that pricj\ We do not care where 
they come Irora. 

Q. That price is based, I suppose, ou the price of corn ?—A. Absolutely, corn l)cing 
the great factor in the production of spirits. 

Q. What is the general market price to-day ?—A. The pi i< o to-day is $1,23. 

Q. And does that lluctuate with the corn lluctnatious?—A. We Jiiake a Huctua- 
tion of half a cent a gallon for each lliictiiatiou of 2 cents per bushel of corn. 

q. You take as a basis No. 2 white corn?—A. We take as a basis No. 2 cash com 
at Chicago. 

(^. 'J'ho Chicago price being your h.asis?—A. Yes. 

g. Instead of the Peoria price?—A. Yes; Chicago No. 2 cash, for the reason that 
wo have a daily and almost a miuute quotation of corn in (.’hicago, and wo liavii not 
in Peoria. 

Q. Then all your agents throughout the country arc instructed to sell at those 
rates regularly, regardless of wliat your competitors may do? • A. Onr instriictlous, 
as 1 explained to you heretofore, are to sell the products of the American Spirits 
Association at the price of $1.2:1. Tins price is given by the United States Spirits 
y\.s8oci.ition to their salesmen, and they are instructed wliat the price* of spirits is, 
f. 0 . b. Tlmt simply forms the hasis for the ditferent articles sold hy these dis¬ 
tributing houses—Ldends, compounds, rectified goods, gins, whiskies, brandies, and 
so on. They are notitied that the basis cd’ tln^se is .$1.23, and then all these things 
are sold at so mucli over the base. Is that (dear ? 

That docs not still make it quitch clcmr as to whether they .are permitted to cut 
pric('S, or wlndlier they are in8tract(Ml to out prices in order to meet rivals.—A. We 
have given ahselute and strict instructions to all of our people not to c ut prices. 

(,). Your prices are tixed rcgardlos.s of what your rivals do?—A. That is right; in 
ether words, it is the policy of running onr company. The jmlicy ef driving a man 
eiit of liosbm and following him to New Orleans has been pr<*ved to b(' a reckless 
policy, because you drive him out of Boston and he only sets up somewhere else. 
We do not want to drive anybody out of luisiness; we want to sec him make money. 

Q. You put your price whore ln‘-can m.ake some?—A. Our price is satisfactory to 
us, and is put at a price and kept at a price where wo make a prolit. 

0* But at the same time yon calculate that, owing to the advantages you have in 
pnidiK'tion, you keep the price wdu^re you are not likely to encourage or increase 
coni{tetitioii ?—A. WJiat we tliink we accomplish hy this is that we do net tempt 
new competition. Existing plants run and they will run ; it is human natiin^ 1o run. 
A man says, 1 am not making any money now but 1 will make money nc^xt year: and 
he will stay in the business. 

bb (By Jjeuator Kyt.k.) I undersland this, of course, is hocaiise, acajording to your 
plan, you (‘an make money in your plants if anybody (am?—A. Yes. 

PRACTICALLY NO EXPORTS—TFIK FOREION CONSOMPTION. 

Q. (By Mr. Katciiforp.) I should like to hour tb(^ export trade question followed 
a little further as to the amount of whisky exported now by your company.- A. 
Pr.iclically none. When I say practically noiK^, there are times—it has hapjiened 
within the last 20 3 'ear 8 twice or tliKJo times, when the ]>otato crop in (tCfrmany has 
been a failure—that wo have been able to get some of that luiainess. l^ast year we 
had some busiuess with the Japanese Government. We liav(Wuiilt up (piite a busi¬ 
ness in Japan. But the business that we are looking for is the very large busiiios.s 
in ab^ohoi—that is, the great consumption of alcohol, of Gorman abmhol—t hat is na(ul 
for the fortitication of the ordinary wines; for instance, the Italian an 1 the Span¬ 
ish wines, the production of which is something stupendous, something between 
800,000,000 and 900,000,000 gallons a year. Tliat is rather startling. For the fortiti- 
cation of these wines about lOjierceut of alcohol is used - that is, from 80,(X)0,000 to 
90,000,000 gallons. The alcohol which is roijuirod now is supplied by Hungary and 
Germany. If we could have distributing points, if wc could ship in tank cars to 
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tbft seaboard and in tank steamers across to Ilamburjr, which is a free port, and to 
Marseilles, which are the distributing points, that business would go to this country. 

NO WHISKY KXrOKTKl) KOK SALK; ONLY TO UK RUIMPORTKI), AVOir)IN<l TUB TIMK 
LIMIT ON TUB J’AX. 

Q. In ganging the number of barrels to produce, ui)on the basis of the consump¬ 
tion of the previous year, is it not a fact that an oxcessivo aniOimt is sometimes ]>ro- 
dneed—anamountof a certain brand in excess of the market retiuiremeutsf—A. You 
are s|>eakiug of spiritsf 

Q. Ves. And in that case it is exported, is it not, generally ?—A. There is no over- 
j)roductlon of spirits and there is no sncli thing as brand in spirits. 

i). Is tl»c same true of whisky f -A. There have been periods of overpro<lucUon 
of whisky. 'I'ho (iovernment permits whiskii's to remain in''a bonded warehouse, 
you understand, for eight yours. This law has l>een changed since 18t4, so that 
we have not faceil anv ))eriod of overjU'odiict ion up to now, but we are just get¬ 
ting at it now, so that it will he a new pliase in the business in 1900. 'fliat will 
bo the maturity of the 189J whisky. The (government, through another one of its 
very sensible regulations, says: “You must pay the tax on this whisky in 1900, 
but if you do not luiy the tax we will give you tlu^ right to export it.” In 
other words, if a man docs not want to ])ay tln^ tux at the end of the 8 years, he 
exports it to Hicmcn. TbetJerman merchants are very .sharp morchaiits, and they 
see a point quicker than we ilo, 1 think. I’hey have established warehouses in 
Bremen for that jiurpose. A man in Kmitucky can export his whisky to |{rejucii; ho 
can leave it there as long as he pleases; lie pays the warehouse charges, and pays 
the freight, and he can leave his whisky in Bremen until there is a demand for it in 
this country. ’Diod, when that demand cimies, he brings it back and pays tlie tax 
on what is left in the liarrol, and then, of course, tinds the market. Now', of course, 
tlie natural way and the sensible way—and all other couutries have it—is tliat the 
mail iiays the tax when he uses it, and jiays the tax on .so much of the stulf as he u.ses. 

if. \Yhcn wliisky. alcohol, and spirits are exported, are they usually soil in foreign 
markets f(U'the same prices that they command in this country ?—A. You want to 
separate them. When whisky is exported it is simply (‘Xiiorted to gel: it out of tlie 
coiiuiry, not to liml a. market. The intention is tu bring it back. Thme is an alli- 
davit reiiuii'cd by the (iovernment here, whiidi says that this whi.sky is bona tide 
eX|Hu ted in that way and intciulcil for such a market and not intended soiidy Ibr 
ex]>ort. Well, the fellow simply moans to export it and says, “Yes; I expect to .sell 
it,” with the mental reservation that he knows that ho can not sell and docs not 
•'xpect to. That is all there is about it. There is ;i small amount of whiskies sold 
in foreign countries, but they are simply cousiinu'd by Americans over there. 

I.N.U'RIOrs (JOVKHNMKNT UKCULATIONS. 

Q. (My Mr. .Ii’NK.h.) Whydo you put yom .alcohol and spirits so largely into Itar- 
rels— wooden barrels—iiisiead of storing them in metal f—A. The law' does not permit 
ns to store them in metal. 

(i. Do you think it would be wise to have Ihe Jaw changed in that particular:’ 
Is there any reason, as reganls the <iuality of the gooils, for keeping them in wood - 
A. Ab.solutely none; it is detrimental to keep theiw in w'ood. 

Besides the wuiste ?—A. Waste and «'oloring. As regards coloring, the qualify 
of ah'ohol dcjicnds on the coloring. It must be white to be mcrcliantablo; and w hen 
it has been barreled up iu wood for two or three weeks, it is liable to color, whi<di 
makes it less valuable. 

Q. (By Mr. FARqUHAR.) Have these recoinmeudations in respect to spirits been 
made to the Hovernmont in any form ?—A. There was a bill introduced in 1897, both 
in ihe House and the .Senate. 

Q. 1'97?-A. I think it was in 1897. It w.is introduced in the Honso by the 
Congressman from our <listrict, Mr. (Jralt, and in tlie Senate, I think, by Senator 
Pettigrew; a bill wdiich covered this particular matter. 

Q. (By Mr. Uatciikokh.) Your company lias, no doubt, a groat many laboring men 
employed f—A. We have a. great many, but the element of labor is not an important 
factor in our business, rbeso plants are almost operated automatically. Labor is 
not a very large item with them: it is a, very small one. 

Q. You have nodifliculty w ith strikes or anything of tliat sort?—A. Nothing of 
that sort; never have had a strike. 1 doiiT remember any strike iu a distillery. 

Testimony closed. 
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VVasiiiniiton^ 1 ), c ^ Oetuher in, 1!>!)9. 

TESTIMONY OF MR. W. T. GRAHAM, 

Sicoiid rire-prmdetilo/ the .Imeiicua Tin Tlaic CHiiqmiKj. 

,,if Stiite.s InihiBtrial OotmiiiBsiim liold .at its oiriciw in tli« 

lilisB linil. inK < Ctnbcr IB, IWd, Mr. W. T, Graham, sernn.l vicspivsi.lrnl , " the 

fl!i:rhlcct ol' tru‘tB. '' 

C,». ( liy Mr. .Jknks.) Will you kindly .slato yoiir namn and adilrrBs?—A. VV T Gr i- 

liain, ( lijcayo, ID. 

Vnii arellio vioe-prosident of the Aniorican Tin Plato (.'on.panv 1—A Second 
Vice-president. ' ■ 

y. I.io.yon hold liny official position in the Nation.al .Steel Company'—A. No sir 

y. In the American Steel llooii Companyf—A. No, sir. ’ 

Arc you a diiector in these compiinio's?—A. In hotli of them. 

Q. How loiiK have yon heeu enoaoed in the tiii-plale hnsinessA. Well 1 think 
mnee about 181)5 I have been to some e.xtont in the tin-plate business, in a very email 

DKT.MLS OK TtN-KLATK ill SINE.SS. 

1,1. I wish to Imoiu With, that yon would tell us somethino about the business 
itHolt, in order thill, we may understand what you are sayin^e. What is your linished 
liroiliiet r—A. I he linished |,rodiiel is tin plate, or liiielv linished steol'plalo coated 
with till or a mixture of tin and lead. ‘ 

y. You have siniply the one uuality in the main .’-A. No, sir; we have dilforent 
'liialilies. 

y. What is teriio plato in distinction from tin platcJ—A. Koolinir plate coated 
'Mill a inixtiiro of tin and lead. ^ ‘ 

y. W bat is the ordinary basis for the quotation of prices of tin iilate?—A. 11 by 
A), a box coiilaiiiino 112 sheets; that is, tin' size of the idate is I I by 21). 

y. Is it your custom inquoliiit! prices toqnoto New York prices or prices f o b 
at the niill'-A. llelivery prices, at New York or anywhere else—the destination’ of 
the plate. 

y. You usually (|noto in that way?—A. Yes. 

y. And you pay the freiftlit yourselves?—A. Not necessarily. .Smietimes the eus- 
touH'r pnyH tho frciii-ht him! deduclw it. 

What aro tin; chief raw matoriuls that yon use/—A. 'J’Jk; chief oiu ‘9 aie ateel 

])i<r til,. 

Q. In wliat form do yon consider the r:iw nmtt'i inl -tlic atcel? la it tlic steel pliite 
usell f—A. JStccI )>illet8, steel slabs, ami steel bars. AVo use steel in all tliese shapes. 


EIl^riNO WORKS. 

In tl)o mannfactnro of tin plate is it customary at some manufacturing^ estab. 
nsinnents to buy the black jdate and thou simply coat it by <li])ping itf Are tboro 
‘iny dipping worksf—A. There arc dipping works; yes. 

What is the dilfercnce between that method of manuracturing and yours?—A. 
I hey do not roll the l)Iack plate; they <lo not roll the steel. 

In your c.stablishmouts you roll the steel into these plates and then din the 
Jdates jilHof—A. Yes, 

Q. 'fhese other establiebinonts simply have the second process?—A. Yes. 

<1, Jlow many dipping works are there in the country now?—A. Keally I could 
not answer that. 

8;iA-51 m 
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Q. You do not r<-niomb(*r how many dippin^^ works there are in tlio country f—A. 
I do not remember. 

Q. Do you know wliothor there are as many in the country now as then* were 
when the American Tin Plato Company was orjjanizeil?—A. 1 think practically the 
same nnmbor. It may have varied one or two. 

.SIZK OF PLANTS—COST OF MILLS. 

Q. What is the liasis of the estimate of tlo* output of a tin-plato plant? Can you 
estimate the .size of an establishieent hy the nuinher of hot mills or anythinj^ of 
that kind?—A. You eaii estimate that a given mill i.s in the habit of turning out so 
much per day; that is, it will do it on the average. That is about the only way. 

Q. Can you give us au oatimato as lo the cost of putting up a tin-plate mill now 
oompared with whal it was at the tiim? the American Tin Plate Company was organ¬ 
ized?—A. I can not give you an estimate of it. I only know in a general way that 
the cost of construction has vastly imuea.scd; in some lines of work over 100 per 
cent, some leas. 


SKLLS liLACK PL.VTK TO ALL DIITKILS THAT WANT TO HUY. 

Q. Do you yourself ever sell black plate?—A. Yes. 

Q. Have you refu.sed at any time to sell lilack plates to dii>ping works w'hen they 
wanted to buy them?—A. No, sir. 

A.NJKKK AN TL\ I't.ATK COMJ'ANY—IIISTOUY oF OK<;aNIZATION. 

Q. At what time was the American Tin Plato Company organized?—A. In Docimi- 
her, 1898. 

(^. Will you give ns hiiolly the reasons for the formation of the American Tin Plato 
Company ?—A. Well, the American Tin Plate Company was organized at the insti- 
galion originally of the manufiMTurers of tin plate. They bail frequent meetings 
to cen.sidor tiie eoiiditlon of their tra<Ie, and they were the instigutors of the 
organization. 

Q. Had there been any attempts at organization for some time before the Tin JMato 
Company was tinally organized ?—A. Well, what do you mean by “sometime before?” 

Q. Say 'J or 'A years before.—A. I do not know of any. The lirst m<»ve of tliat 
kind resulted—aitliongh it was perhajis dormant for a little while—in the organi¬ 
zation of the Ameriean Tin Plate Company. 

(^. Tile ett'orts that were spoken of, for example, in the papi^rs for some months 
before were substantially tlu' same niovemeut, delayed somewhat in completion?— 
A. Yes; it ix'gan a year before. 

rUKFKUinU) AND COMMON SKU'K. 

Q. What is tlio capitalization of the American Tin Plate (’empuny ?—A. $46,(HK),000, 
I think, is the issued capital. 

Q. And what is the autln»rized capital?—A. $50,000,000. 

(?. What proportion of this stock is common 8to<‘k and what proportion is pre¬ 
ferred?—A. $18,0(K),(X)0 is preferred and $28,000,000 common. 

i},. What is the nature of the preferred stock; what sjiceial advantages dees it 
have?—A. I tliink that that question might be answered by someone else liettiT 
than by myself. 

Q. What rate of interest is paid on that,and is the interest cumnlativo?—A. It is 
7 per cent cumulative stock. 

i). Docs the preferred stock have any preference in voting over the other?—A. As 
I understand it, all stoc-k has au equal right to vote. 

JlUYINTi TIIK PLANTS—SUBSCRIBING To TiflO STOCK. 

Q. 'I hero seem to he ten millions more of common stock issued than preferred. 
Why is it arranged in tliat way? In tlie purchase of the different jilants that came 
into the comliiiiation, wliat was the general mode of organization? What was the 
general mode of purchase of the different plants?—A. The option, we might call it, 
w^as for cash, 'fhey simply bought our mill, or any otlier inaTiufacturcr’s mill, at a 
price payable in cash. 

Q. You, for example, when you sold your mill, sold it at a cash price?—A. Yes. 

Q. Then when the organization was made and this slock was i.HHUod you were at 
liberty to subscribe for stock instead of taking ca.sh?—A. To a certain extent; 1 do 
not know that we wore at liberty. We will put it ibis way—1 was allowed to take 
some stock. 
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Q. WLo was it that (letorinined how much wtook yon could tako?-~A. I can not 
say wlu) it was that allowed it. Whoever it was that presented tin' snhacripliou 
jaipcr would say that if you desired to take cash for the property yon could have it, 
or you could have that iiiucli stock. I do uot know anything about that. 1 Kiinply 
said 1 wi8he<) to take that juiich stock, and it was j^iven me. Really, who presented 
the paper I can not tell you now. 

$200 roll $100. 

y. At what rates were those Hhates of stock oftVrc<l -ah compared with the l ash 
price oll'ered for your phuitf—A. For each $100 of cash consideration you were the 
recipient of $100 in prefcrre<l stock ami $100 in emntnon. 

Q. Oo you know whether there wore any variations made from these rates or nol ?— 
A. No, sir. 

Q. (By Representative Livinc.stox.) Do we understand yon to say you <(01 100 
('omnion and 100 preferred for $100?—A. For $100 cash consideration we lia<l Iho 
option of taking; the cash or $100 eucli of the classes of slocdc, prefcirred and common. 

(^. That is, you j^ot 200 for 100?~A. Yes, 100 eomniou ainl 100 preferred. 

KAVri CONCERN MADE ITS OWN BAROAIN. 

Q. (By Mr. .Iknks.) In selling the different individual ]dant8 that went into the 
eoml)iiiation, wliat was the basis of estimation of the valmvi! Was it the earning 
eapaeity of the ]d.‘uitas its earning capacity wouhl he after the organization was 
formed, or was it tln^ cost of building tin' plant, or was it tli<^ cost of putting up a 
new plant, or what was the basis of estimate?—A. I do ind, know. We wore <lealt 
with as a sejiarate company. Our option was taken at a separate priee. 

Q. That is, you wore asked what you would take, and you lixed theprie^!?—A. 
Yes. 

(^. 1)0 different individuals \vhc> sold know what was given to otlicr individualsf— 
A. Tiiey do not, so far as 1 know. 

*.1- Fae.h was dealt with separately ?•—A. Each one was dealt with as a sepa¬ 
rate individual. 

i). As regards ilie way in whiclj the company is now organizoil for <loing business, 
could you furni.sh the eoinmission witli copies of the arti<‘h^s of incorporation and 
l>y-iaws?—A. I could not. 1 have not got them. 

i},. Fonld they be fiirnisluMl by the < (nn])any?—A. Tln-y miglit be. I do not know 
whether they have eopics of them. 

i},. 1 suppose a copy eonhl he made without very gn-at diffienlty ?—A. My position 
is not Hueli that I usually notice those tlwngs. 

i). .So far as you are concerned you can not agree to furnish a copy ?—A. I can not; 
no, sir. 

(f. IJmh'V what State laws were yon organized?—A. New .Jersey. 

Poes your coiii])any kee]) in the State of New .Jersc.v its transfer hooks an«l it.s 
stock hooks? -A. Ideally, 1 do not know; mine is I he cam mien lal end of the business. 

(^. That is outside of your range of the biisiness, then?- A. That is outside of my 
range of tin' business. 1 do not know anything about it, do not worry about it, 
and do not know anything about it. 

NO SAI-KS TO UKTAII.KIiS. NO OISCHIMINATION UKTWKKN .lORUEUS. 

Q,. Ill your dealings with the trade do you deal direidly with I'd-ailers, or do you 
deal with jtdibers or wliolesalors'?—A. We deal directly with the wholesale dealers 
or jobbers .and the largo consnnieifl. Wo <lo not sell Ihe retail trade. 

t,). Yon sell only to the wholesalers?—A. Only wholesalers and large cor.siiniers. 

if. Dave you, since you have engaged in the business, refused to sell to any of 
these jobbers?—A. No, air; we have not. 

You make no discrimination between jobbing liouses at all?—A. No, sir: we 
do not. 

9 . And there have been no exceptions to that?—A. We do not refuse to h<* 11 to 
any of them; there is no discriiniiiation whatever. 

JOJIBKHS’ BRANDS AND C’ONTRACT.S, 

i). Have any of the dealers to w’lioin yon have been selling had any special brands 
that Du'y were in possession of before your organization ?—A. Yes. 

Yon liave acquired those brands?—A. Some of them. 

Q. Where you have acquired brands do the former owners have tlu' use of those 
brands?—A. They do. 

Q. Under what conditions?—A. We simply make (he plate under their brands 
and make these brands exclusively for their use. For instance, w’e will not sell to 
one jobber what is called the private brand of another jobber. 
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Q. Do you make any coutract with that jobber himself that he shall buy his tiu 
plate exclusively of you, or auythin)^ of that kiinl?—A. J^o, sir. 

Q. Do you make- any special written contract with these jobbers to w hom you are 
furnishing spei ial luaiiil.s A. Ves; whore we have an assignment of the brand we 
have an agr<‘cniont w itli them that we will furnish them their plates of a particular 
quality under tlial. brand, and that we will not sell that brand to any other jobber. 

i). Is there any statement made in yonr contract with reference to the price at 
whieh they shall sell that bramlA. I believe there is a clause in the contract 
which guarantees to them that th(i price which they pay for that brand .shall not be 
higher than the price on the same <juality of plate—that is, if we were making a 
brand of tJic same quality and selling it, we could not sell the jobber under that 
agreement at a higher price than we were selling our own. 

Q. Me < onld not get the hen<'tit tlien <)f any aiUbul price for that s])eeial brand 
beyond what ho could get for any other tin ])late of that samo><|Uality f—A. Yea; 
because he gain.s for the l>raud prealig*' by distributing it in a territory, wheiher 
small or large; a l>rand gains prestige, and an unknown brand of the same quality 
will not sell at the same price. 

Do you put in any of the agreements witli these dealers such an article as 
this: “The obligation of the c<im]>any to continm^ the manufacture of any brand 
shall bo made contingent on buyers restricting all jmrehases of tin and tenie plates 
to its products, and the company sliall have the right to discontinue the manufacture 
of such brands on evidence satisfactory to its sales department that buyer has not 
80 restricted pun hases?”—A. The agreement that is in for<-e, as I recollect it, does 
not contain that clause.' 

(). Have you had jircviously any agreemenU tliat did contain any clause like 
that?—A. 1 think never, that w’erc oxecuteil. 

Q. You think that such plans as that were under consideration, hut not carried 
out?—A. That is my recollection of it, that no agreement of tiiat kind was signed. 

<H’TS1I)K IIX-FLATK MAKKKS (DIl'PKKS.) 

Q. What projmrtion of the tin plate manufactured in fJie eomitry at tlio present 
time lias the American Tin Plate (’ompany ?—A. I can u<»t say. These dippms make 
quite a large product. I never attemjded- 

Q. To tell what |»er cent of the total product you have?—A. I m-vor did. 

Could you mention as many as half a dozen plants outside ef your orgjiniza- 
tion?—A. Yes, I think I could. There is Norton Brothers A’ Co., (,’liicago; Kollens- 
bee Brothers A: Co., Pittsburg; Mi-rcliant A' (’<>., Philadolpliia, and a number of 
otliers. 'I'here is one, in C^incinnati, I <'an not think wdiat it is—the Anioricaii Tin 
Plate and Galvanizing Company, I think it is i-alled; John Hamilton, I'ittsliurg, and 
N. tV G. Taylor, Philadelphia. 

KXCI-U.SIVK CONTRACTS AVITlI MACIIINKRV MAKKKS. 

Q. That is snflicient. The statement has been imule at different times tliat it is 
impossible now for an independent manufacturer of tin plate toscenro machinery to 
manufacture tin plate on account of .some contracts that your company has. Have 
you enforced them, or have you had any contract or any comp,act witli founders and 
machinists not to furnish any independent plant or contemplated plant anything to 
go into the business with A. I think that i.s ontsiffcof uiy position; as 1 day, mine 
is in the < oinmercial end ofth<5 business, the hiisinc.ss of Helling the product. 1 have 
charge of the sales agencies. * 

Q. Do you know with reference to this: lias your coiii)>any had any such con¬ 
tract?—A. I know of an arrangement or compact that was talked of by which wo 
w ere to hny the entire output of some certain foundries. 

Q. Well, by buying the entire output that would shut out any others from loiying 
at tliat time?—A. Jbit wc got with that the benetit of the engineers of each of those 
companies, and any now thing tliey might develop wi* woubl get by virtue of it. 

Q. Have you bail also arrangements by which they would refuse to furnish even 
sheet mills machinery for making sheet iron?—A. I do not know of any such. 

Q. Has the Tin Plate Company hud any arrangements with the inanufactimTS of 
mills to build sheet mills only when a lease for 2 years was signed by th** pai ties 
who bought them and turned over to the American Tin Plate Company, so that in 
that way you could control them?—A. Iain not familiar with the iletiiils of any 
coutract of that kind. 

Q. You do not say that contracts of that kind |iave not been made?- A. I do not 
know that contracts of that kind have not been made. I am not I'amiliar with the 
details of any such contract.- 

»See Keid,p.«74: Mr.Brillitlis. pp. 890-8l>:i. 

Mr. Wiioclor, p.804; Mr. Ueid,p.875: ilr. Grillitbs, pp. 888-890. 
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Q. (By Roprosentativo Livingston.) Can you inako tlio jiuiicral Hiatoiiicni of wluit 
tlie contract contaiuN without tlio details?—A. F can not. 

(By Mr. .Jknks.) What olFicor of the company would l)o likely to know ilie 
detailH in refcrciice to sucli a contract?—A. I hardly know. 

MRICK OF TIN 1’I.ATR HAS NOT INCKEASKO MOKE THAN COST. 

Q. What has been tho course, of pri< os of tlio finished jiroducts sinc«‘ the Ainctrican 
Tin I^Iate Conipany was formed?—A. They have been advanced. 

How much? You can ^ive us the li^urcs dclinitcly cnou^,^li to show us what 
tlic advance has been.—A. The lirst price we made was $2.75 per box; the last price 
wo nnule—that is, tho base price—was $4 .<15. 

Q. Has the ]iric<‘ of the finished product advanced more than the price of the raw 
material ?—A. i think not. sir. 

i}. The prices Imth of tho steel ami tho tin liave advanceil in proportion?—A. 
Very lieavily. 

Q. 1)0 you say that the prices of the steel and of the tin have advanced propor- 
tlonati'ly?—A. 1 do not know what you mean by proportionately. I would say iriat 
the cost of making tin plate, by rc'aBoii of the advance in ste<‘l and ]>i^tin and lahor 
and supplies, has increaso<l <|uit<5 as mncli as the sellinjr price. 

'I'hen if we, were to take, let us say, a full-woijiht box, you would think that 
the increase of th<^ sheet stool ami the tin and the increaso in tho cost of labor 
would m.'iUe up all of tliis ililfereiico?—A. Yi's. f w'ilj pnt if. a little bit dill'cr- 
cnlly. Tliat the cost of ilu' steel and jiij^ tin, and of the labor and the general 
supplies that go into it and that arc necessary to the operation of a. plant, have 
increased as imich as tlie price lias increased.' 

<) 1 . Will yon explain a little more in detail what aro the general supplies that go 
into this?—A. Well, there is arid, there are rolls, tluTc are castings that wear out 
an t are Itrokcn and liave to be replaced, and there are lubricants, and fuel, and many 
other Hiiialler items. I have iierbajis namcMl tho mon^ inijiortant ones. 

ADVANOF. OF WAGES—.STKIKK. 

<}. What lias been the relation of tlie '(’in Vlatc, Company to tlio laborers that have 
liceii working for it? Have you increased their wages?—A. Yes. 

<). llownmchf—A. Well, it has varioil. 1 think the increase will run from 15 per 
cent as a niininium to probably, in some cases, as nincli as 50 ])cr <‘ent. 

(,). \\ bat class of laborers have had their wages advam;ed 15 ]ior emit, and what 
class of laborers have had their wages a<ivam‘ed 50 per cent?—A. The laliorers rop- 
rcscnlcil liy what is known as the Amalgamated Association of Iron and Steel Work¬ 
ers were advam ed 15 per cent. 

(,). And what classes were advanced 50 ]>er cent?—A. Some isolated eases where 
workimm in laTtain factories were not paid so much as was paid in others; where 
wagi^s were considerably below the average, they were brought up. 

Will you give us some of tho details with reference to the increase in wagesof 
tin- workcr.s of the Anialgamatcil Association f Was fiiero any .strike or any formal 
dcniaml on their part for an increase in wnges?—A. 'fliey presented a demand for 
more wages, ami a confcrmici' was agreed njxni. When they mot our people they 
pn^sented their reasons for an advance of .so irinch. 

<}. What was it they asked for?—A. Twenty per cent. 

And thcn,as thereHnItofacomprojni.se, you .'nhanced thmn 15 per cent?—A. Wo 
advam ed 15 ]>er cent after discovering that 15 iier cent was the least tigiire that 
would bo satisfactory.- That was the result of tlie compromise. 

PLANTS DISMANTLED. 

(,). TTavo you, since the Amorican 'I'in Plate Company was organized, cIohimI any of 
Iho plants that were brought in and lUsmantled tliomf—A. Yes. 

Q. How many have been dismantled?—A. I can not say—1 plant in Haltiniore, or 
2; 1 in Brooklyn, New York. Those are the only ones, I believe, that have been 
dismantled. 

Q. What was the special reason for that?—A. They were inelticieut plants, badly 
located. 

TIN PLATE PRI(;ES IN KNGI.AND. 

Q. Co back for a moment to tlie ijuestion of prices again. Do you know whether 
the prices of tin plate hero have advanced more in proportion than prices in Wales 


‘ See Mr. Rxid. p. 874; Mr. Griffiths, p. 902. 
*Sw,Mr.Rcid,pi'.869. 879; Mr. Griffltha. p. 903 
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mul England!—A. Yon would have to fix the date for tlie comparison^ because, you 
know, there are tluctiiutioiis in both countries. 

(^. Yes. Say from the rini<* tlie American I’in Plate Company was organized, up 
to date, has there been a greater increase in prices here than in England?—A. 1 can 
not say that without eousuHing some newspaper or trade report as to the ]>rice of 
tin plate on the other side. 

Q. You have not kept track of that?—A. I have not keiit tra<'k of it <lefinitely in 
iny mind. 

SOMK KMl'LOYKKS OWN STOCK. 

Do the wage earners in your establishment have stock in your company ?—A. 1 
have no doubt tliey have. 1 hav(^ known of H cases personally, and 1 imagine there 
are a great many of them. 

You know there an^ several eases of that kind?—A. I kno'tv of several i-asos 
where the workmen ha<l stock in my old company, and these I remember; that is 
the way 1 happen to know it. And I pre.siimo that tliey have it yet. 

(Jt. I.s It the policy of the company to encourage the buying of stock by its 
employees?—A. As far as T know', the company does not encourage anybody to buy 
stock. 

Q. A jierson buys it if be wants it and pays the price?—A. He q.an buy it if be 
wants to. They do no( buy it from the conijiauy. 

ALL .lOUUFUS TliICATKT> ALlKL. 

Q. Yon said some little time ago that yon sold your output regularly to jobbers 
and large wbolosale dealers?—A. Wbolesale dealers. 

Are there any preferences shown to the large Jobbers, in special prices?— 
A. There an* none. 

i}. 'I'hoy are all Ireatcd alike?—A. They are all treated alike. 

KNOWS OK NO KXCLCSIV'K CONTIlACTS WITH STKKI. CO.Ml*ANIK.s. 

Q. You said that you were a director in two or tbreo comifanjes; the American 
Steel Hoop and (hc! Xational Steel (.’ompany? AVbat an; the relations existing 
between the American Tin Plate (.'ompany and the National Sti'ol Company?—A. 
Tb«^ National Company is the maker of material wliich we buy. ^Ve buy a part of 
our ma(<‘ria) fnuu them. 

About wliat ]H’oportion of your material do you buy of the National Slc«‘l Com- 
jiany ?—A. Peally J can not answer that. 

(^. Do you know' what proportion of their output you take?—A. No, sir; 1 do not. 
We buy a considerable jiart of our inaterial ont.siile of the National Steel (’ompany. 

(^. Could you mentiim s<»me other company Ironi which yon buy?—A. 1 think we 
buy from .‘1 or 1 others. Wo buy from the (,'arnegie Stcid Company; we Iniy from 
tlni Illinois Steel Company. 

(^. In buyingfrom any of these other companies, do you have any contra.et giving 
you the oxclnsive riglit to pur<*hase? Do they agree not to sell to others?—A. 'rin^ 
contracts that are in i^xistence, tliat I know of, have no conditions to debar them 
from soiling to anybody else. I see the contracts because I soim^timeH have some 
(piestions to s<*ttle on them. 

Q. Please repeat that.—A. I .say tlie contracts that 1 have <‘onflnlte<l for juirposes 
of my own have no such conditions. 

(1. Yon do not know that contracts of tliat kind have not been ma<le by the com¬ 
pany?—A. I can not te.sfifv negatively to that iiuostion; i do not know; but I made 
some of tbt!se contracts myself, and I know there is no lamditioii of that kind in Ihein. 

THE TAllIKK. 

The (juestion of the tariff lias fre<|uently come up in connc'ction with the fin 
Plate ('ompany. Wliat, in your Judgment, has been the effect of the tariff on tin 
jdato, upon the industry in this country?—A. It has certainly been to encourage it, 
to build up the industry to the extent to which it exists to-day. 

(■i. What, in your judgment, w ould be the effect if the tariff on tin plate should )>e 
removed f—A. I think, at pre.sent, it would stop the mauufactnre of it if the tariff is 
removed. I think it wouhl kill the American tin-plate industry, absolutely. 

Q. (Py KcnrescDtutivc Eivisgston.) (N)uld you have organized the tin-plate com¬ 
bination without the tariff?—A. There would not have been anything to organize. 

CONDITION OK TIIK INDU.STUY UEFOHK TIIK COMIUNATION. 

Q. (By Mr. .Jenks.) What was the condition of the tin-plate industry just before 
the organization of the Atiierieari Tin iUate Company? Was it in a dourishiug con* 
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(litiouf—A. No; it wjis not. There wuh aronditiou ol'ox’ci-BHivc cinnpetition, which 
simply meant that the strongest ]>eople, linaneially, ajid t.lie best phmts. phyrtically, 
would continue in existence, and some of the weaker ones wouhl go into hankiaiptcy. 

Q. Had there been before the organization of the company, to year memory, any 
cases of bankrii])tcy in the tin-plate industry within a year or two?—A. If you 
include the dipper.s, yes. I do not know now of any nulls that have gone into 
bankruptcy. 

G. But your opinion is that the condition of the business was such that some 
would liave gone into bankruptcy soon if it bad not been for some effort like this, 
made to relieve it.—A. Yes.* 


IMI’Oins AND KXl’OKTS. 

Q. Is there any tin plate imported atjfiesent? Has tliere been any within the 
last 2 or H years?—A. Yes; some. 

G. (’an you give a deliniti^ estimate a.s to Ijow mucli?—A. Well, no. 'I'hoso ligiires 
are pul)lisbod fre<|Uently and 1 look them over usually wln u they come out, but I 
haven’t them in mind. 

(.). Oo you do any HXi)ortiiig of tin plate? —A. No. We might sliip some little tin 
jdute into Canada and down into M<^xico. 

Q. Yon have practically no export trade* at all i*—A. We have practically no export 
trade at all. 

lUCNKFlTS OK CONSOI.IDATION. 

G. You liave spoken of the unfavorable comlition of the business before the 
organization was made. Will yoti sum up for us what you considcir to b«‘ the chief 
advantages of combination as it has worked out in your establishment?—A. Well, I 
ihink it i>rovenls absurd ami suicidal cutting of price.s. 1 think tl>ci'c are condi¬ 
tions under which goods are sold very much under cost. 1 have done that myself. 
Then w’e, of course, naturally expect some bottoriiK’ut in our companies, }»eUcr 
c<]nipii]eiit of our ])lants. bringing tlicm up to a hotter physical eonditiem. 

How is tlic! 4'ombination going to build your plant u]» to a bettor physical c<uidi- 
tion I would illiiHlrate it by refeniug to some old-fasliioned mill, built iu tlie 

eai!i(“r days of the. tin plate indnsiry, with wooilen buihliiigs ov(T if, where all of 
tlie material and all of tlni mai-binery w(!r<^ handled simjdy by force ol'mnH< le; and, 
on tin! other Ijaiid, to tlienuMh'in plant, iron buildings, witli the lioor 8[)aee served 
all over with an electric cram*, to [>ick up the inaHnial in one part of tlie building 
and pn( it in another. 

(,►. Von can simply say, tiien, that by virtue of the larger capital you can get a 
hetlei (Mpiipped ])lant than with a sniallor i-apital?—A. Yes. 

Is it necessary that there hea capitalization of, say, $5(>.hiMV)00, or in thatneigh- 
borhooil, in order to secure these conditions? Could not an establishment of 
$1,000,0(H), wo will say, secure thcs<‘ advantages so far as ])lant goes?-—A. With the 
smaller capital yon may build a smaller plant witli these appUanc«*s, hut the appli¬ 
ances in a larger mill ri'snlt in greater saving and Infftcr practice. 

if. Yon have somethiug like 10 diff'enmt plants, have yon ?—A. Between dO and 10. 

(.]. ('an you not iiiaki^ all of the saving in a vast singio ]dant that you make by 
tlu'sc different plants working together?—A. In Hie productiiui of plates, perhaps 
that is true. 

Wliut advantages have you, tlum, from the comhination of these do to ■10 dif¬ 
ferent plants; what added economies?—A. The cost of the expense in operating 
those, plants is rednc<*d. 

i}. Can you show liow it is—wlime you sjivi—tlie i-ost of snperinb-mlence, the 
cost of labor; or in what way do you save?—A. TJie cost of niauagemeiit; there 
would he a saving in tliat. There would ho a very gr(*at saving in tlie eo;-t of ship¬ 
ping the goods from the most convenient mill; the one having the lowest rate of 
i'r»‘igbt. 

Can you recall any <»ther?—A. In selling the gooils tliere is unquestionably a 
large saving. 

G- How does the saving come about?—A. Each plant in the business reipiives a 
selling department, and all that that incaiis in the way of agencies and traveling 
men and officials at home to direct that particular branch of the business. 

Q. After the Anioric.an Tin Plate Company was organized, wore you able todis- 
jieiise with the services of a goodly number of travi'liug ineuf—A. Traveling men, 
or people in the same place; commission men, or agents working for commission. 

(J. yo that was quite a material source of saving?—A. Yes. 

(J. Can you tell how many men there were whose sorvii cs you saved?—A. I can 
not; but each separate plant necessarily had some means of disposing of its output. 
Some of them had more elaborate organizations and otliers ratber slender ones, or 
sold their gods through commission people and paid others for sidling tliem. 

C^. And there was quite a material saving along that line?—A. Yes. 


»Seo Mr. KeUbpp. 866,867,882) Mr. Moore,p. 965; Mr. UrItUtli«,pi). i>U(J-80.s9y0; Mr. Taylor, p.Wl. 
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KIIKIGIIT KATES AND RKIUTKS. 


Q. Vou have spoken of‘ tho .saving; that you make in fVci'flJt rates hy virtue of the 
fact that you <‘ati sliip from ticarer plants. Hecan.so yon are a much iarg<*r shipper, 
can you get sp(*cial advantages in freight rates over the railroads!—A. No, sir; what 
I meant was the old way of doing hnsiness—the Uittshurg mill might ship to (’hi- 
cago ami the Paeilie roast and the Indiana mill to the Atlantic coast. Now Iho 
onlers for the Atlantic roast an; titled from tiu' I’ittshiirg niillsat a lower tariff rate 
of freight and tho Western hnsiness is done from the Western mills. 

(^. Ves. I hatl nmh*rsto<)<l that; hut T asked you a further (|uestioii, whether from 
the fact that you are so large a shipper you can get better rates.—A. I do not know 
tlnit we can get any hetUu' rates. 

(f . Vou have no knowledge of any better rates that yon do getf—A. No, sir. 

(J. (I>y Representative Ln i.NnssToN.) Any ia*hato8? 

Mr. Jknks. TJie <|iiestion is asko*! whether yon get any rebates.—A. I have not any 
personal knowledge of any instances in which we get rebates. 

(^. Von <lo not <leny that there an* special advantages given ?—A. I do not know, 
A good many of these peojdc. companies, might have a man that would bo engaged 
to route shipments, for the jnirpose of getting them through «|uickly and by the 
cheapest route. What he would do outside of that I do not know. 


nON’DS—J>IVn>ENI)S—RAKNlNiJS. 

(}. The (jucstion is suggested whether the American Tin Plate Company has any 
bonded ind<*l>te<lne.'^8.—A. 1 believe not, sir. 

(^. Wliat dividends have been paid by tbo company on the preferred stock!—A. 
1 think the one maturing the last of this niontli is the third. 

i). And tliey have been paid n-gularly at the rate provided for^—A. Y<^s. 

Q. Have you paid any dividends on the common stock:—.\. No, sir. 

<}. (Jiy Pcpre.sentativo Livixgston.) 1.)o you anticij)atc paying any!—A. Wo did 
not pay any in < >ctober. 

Q. That is not the ^jnestion. i asked if yon anticipate paying any dividomls on 
common stockf—A. Really I can not answer the ^jnestion. 1 Iiavc not any knowl¬ 
edge a.s to what tlio company may do, or what the policy may be in that regard, 
it is a matter for tlie board of directors to determine, sir, whether they shall ])ay 
that or not, and I have no more knowledge tlian any director who is not an ollicer of 
the <’onipany. 

G- Do yon earn money enough to pay any dividends on that (aunrnon stock ovm- 
and above divi<lcnd9 ]»aid on jneferred stock ?—A. I tliink so. 

(ON'CKKN.S CONSOMUATEI). A.M) TJIEIK CAJ’tTAI.IZATlGX. 


V. (Hy Mr. .Jknks.) Can yon fnrnisli. the eommi.s.sioii with a list of the din’enmt 
organizations that came into tho .Vmcrican 'J'iii Plate Cornp:iny !—A. I could seenn- 
one. 


American Tin Plate Comj)any, Klwood 
and Montpelier, lud. 

Atlanta Steel and Tin Plate Coniimny, 
Atlanta, Iml. 

Leaver'J'in Plate Company, Lisbon, < )hio. 

('ineinnati Tin IMatc Company, (dnein- 
uati, <.)hio. 

Crescent Sheet and Tin Plate ('<impany, 
Cleveland, Ohio. 

Ellwood '['in Plato Conijuiny, KlIwoo<l 
City, Pa. 

'I’ho i'aleon Tin Plato and Shc<’t Com- 
])any, Niles, Ohio. 

(ireat Westtuai Tin l*late Company, 
Joliet, Ill. 

Humbert Tin Plato (’ompanv, Connells- 
villo. Pa. 

Iroudale Steel and Iron Company, Mid¬ 
dletown, Ind. 

Marshall Pros. A Co., Philadelphia, Pa. 

Moiiongahela Tin Plate Company, 
burg, l*a. 

The Morowood Company, Cas City, Ind. 

Morton Tin Plate Company, Cambridge, 
Ohio. 

National Tin IMate Company, Anderson, 

Ind. 


National 'fin I’late Coimiairv. Mom’ssen, 
J’a. 

N'eshanno<k Steel and 'J'in Plate Com- 
j)an>, New (.'astlc, Pa. 

.New Castle Steel and I’in Plato (Nun- 
pa ny, Now ('astle, Pa. 

Pennsylvania 'fin Plate Company, New 
Kensington, Pa. 

J’ittslnirg Tin Plate Works, New Ken- 
si ngtou, Pa. 

Star fin J’lato Company, J’ittsbnrg, Pa. 

United States Iron and 'fin Plato Manu- 
faetnring (Joinpany, Demniler, Pa. 

Wallace Baufield A Co., Iroudale, Ohio. 

Washington Steel and Tin Plato Mills, 
Washington, Pa. 

Paltimore 'fin Plate Company, Palfi* 
more, Md. 

Illairsville Rolling Mill Company, Blairs- 
ville, Pa. 

Hamilton A (’o., West Newton, Pa. 

Johnstcpwn 'i’In Plate Company, .Johns* 
town. Pa. 

Ohio River Sheet and Tin Plato Com¬ 
pany, Roidiester, Pa. 
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In llie above (•ases tbe entire property of tlio company was ]inrchaH4‘,d. 

In tbe following cases only that portion of tlie coinpanyH property wbicli was 
U8e<] for tbe mamifactiire of tii] plate was piirctliased. 

Jl<2tn.'i Standard Iron and Steel Company, Reeves Iron ('oni])any, Canal Dover, Ohio. 

Bridgeport, Ohio, Sbenango Valley steel Company, New 

Cmiiberland Steel and Tin Plate Com- Castle, Pa, 

pany, Cumberland, Md. Britton Rolling Mill Company, (’leve- 

l.a lieile Iron Works, Wheeling, W. Va. land, Ohio. 

Jianglilin Nail Company, Martins Ferry, Somers Brothers, Brooklyn, N. Y. 

Ohio. Stickney Iron Works, Baltimore, Md. 

Q. Conbl yon furnish a. list of corporations that came in, and the amount of the 
<'ai)ital stoek that each one of them had liefore?—A. I could not do that; no, sir. 

{}. That information is not accessilile?—A. It is not aecrssiblo. 

Q. (By Mr. FAiUiUi[AK.) Why?—A. Because the properties were bought for a 
given price without any regard whatever to their capital slock; bought at the price 
they were supposed to be worth. 

Q. How do you avoid the New .lersoy law tluit declares that ea(!h one of your coni- 
panU'S there shall show tlio capita! stock?—A. Really, I do not krjow unytliing 
about it. 

Q. (By Mr. .Iknks.) These (liHeront plants were bought without any reference to 
tlioir <-apitalization?—A. The capital was not bought. 

'J’he plants themselves were bought. In asking the (luo.stion whether yon could 
furnish the capitalization tln^re was no reference*, of course, to what they wore 
bouglit for. The question was as to whether that information is accessible?. I sup¬ 
pose the information is not ditlicnlt to got ?—A. I think it woubl he very ditlicult to 
g(?t hy anyone. 

(^. Wore tb(? ditferent plants that w<'ir<? bought regularly the ])roperty of corpora¬ 
tions?—A. Some of them were not and some wore. 

Soinoof tlnun were owned hy fiians or individuals?—A. Souu? by tirms, and if 1 
am not mistaken, some plants wore owmul by individuals. TIutc were plants In 
which a part of (lie projiorty was sold, wliero (In? capital stcM-U of tin? company from 
which the purchase was made would not n^pvesent the cajiital stock, or capital 
invc'stcd, in the tin-plate Imsiiiess. 

TIH'] company’?? liKCOlins. 

Q. (By Senator Mali.ory.) I ui)dorstoo<l Mr. (Traham to .s.ay tliat he did not know 
whether there wore any of the hooks of the American Tin I'l.i'to Company kept in the 
State of New .jcrs(?y. Am 1 right in that?—A. Yon are riglit, sir. 

i). Your finiction, .as T nnderstand it, as second vice-presidont, is to attoiul to the 
s.aios?—A. I have general cliarge of tlie .selling department. 

Wlio.se fiiix-tion is it to keep tlie records of the hooks of th<? concern?—A. I 
]ir(‘snmo it would hr the auditor’s; tlie auditor is the general accountant. 

i}. Wlio is theanditor?— X. Mr. Beaver. 

i}. Where docs he reside?—A. Cliicago. The general acamnnts are under liis super¬ 
vision ; that is, the eliarging of invoi<'es and keeping of accounts with customers. 

Who lias charge of the hooks—for instance, the stock hook of tlio concern?— 
A. 1 do not know. 

Q. Do you know .any officer who lias?—A. J do not know. 

(). Are you a dlre<'tor of the concern?—A. Yes. 

(J, You <lo not know anything, then, about who k(*eps the hook.s in his custody for 
tin? Amerii'.an Tin IMato Comiiany?—A. I have never iii(|nired about it. 

(By Representative^ Livingston.) Does that offieer make any reports to the 
board of diroi tors in your presence?—A. We have not been in business for a year, 
and we have not had any regular report m.ade nji. 

nr.TTIOIl MANAGCl) SINCK CONSOI.IOATKIN. 

(By Senator Mallory.) In your opinion, how do the plants, so far as the 
money-paying quality is concerned, the individual plants now in tlie American Tin 
I'late Company, c<impare with their money-making ([ualities before they w’ent into 
that organization? In other words, do they pay now individually, plant for plant, 
as much as tln?y did before?—A. I think they make their products for less money, 
and I think they are bettor managed than they won', before, on the average. Better 
managonient means they do better under the sanw; conditions. 

i}, (By Jiepresontative LtviNGsTON.) Less expensive?—A. l.css expiuisive. 

ISSUF. OF STOCK. 

(By Mr. C. J. ITaRRIh.) Yon say that yonr capital is about :?r)0,000,0()(), and 
you have issued $46,0(X),()00. What is done with this other $4,000,000? Is it kept 
in the treasury?—A. It was never issu 
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Q. What is tlie reason of retaininjj that in the treasury?~For the piircluiao of 
other plantsf—A. I <lo not know wliat tlie particular reason was. I presume it was 
not ueodcii. 

Q. Have you, since the first organization, when yon issued so much preferred and 
so much common stock, mode any other issnes in achlltion ?—A. The plants were not 
all bought out at one time, so that tliore was a gradual issue. 

TtlK HUPI'LY OF STEKL: OTHER COMPANIES NOT CONTROLLED TO PROVIDE IT. 

Q. Did I understand you to say that your tin company, for the sake of protecting 
its raw inatj iials of plate, and so on, controls the National Steel Company and tin* 
Hoop Company f~A. I did not. Please repeat that question. 

(^. I asked you if your company <!ontrolIcd thc^se other 2 rompauies to ju-ovide 
yourselves with the raw material iu the business.—A. We do not. 

Q. Have you had any trouble in getting your platesfor tinning supplied!—A. Our 
snpjdy of steel at times gives great trouble. 

NI MUKR OF PLANTS—COMPETITION. 

Q. You say that there wore some tO plants taken into this American Tin Idato 
Company?—A. I think it would bo between 35 and 40. 

And there are some 0 outside that you attempted to name here?—A. I did not 
count them, and I am <inito sure that I did not name them all. There are others. I 
thought the question ad<lresse4l to me was only as to the number of dippers. Now 
there are a number of mills otitsido of our company. 

Q. Do you find any competition to speak of in tins line of business as you have it 
now organizedf—A. Yes; wc do. 

CAN NOT I’R< H‘lIE.Sy AllOI'T PRICES. 

Q. Do yon think that this advance of some $2 per box' on tin is a temporary one, 
due to the shortne.sH of coal or tiio boom in all sorts of manufacturing, and do you 
expect in time, through the organization of this consolidation, to more or less chea)teii 
the price to the people?—A. I think an answer to that would he an attempt at fore¬ 
casting the future, and I should enter on that kind of gronml with a good deal of 
misgiving; 1 do not know. 

Q. Df course, the general juiblic are interested in the price they pay for a product, 
and we naturally want to know' what the tondoiicy of your consolidation is going to 
he in that line*.—A. Well, J can only speak of it as to the iutiuonce it has had 
to the present time. 

NC,Mni<;U OF WORKMEN. 

Q. (Hy Mr. KENNEt)Y.) How many workmcnaro employed in the tin-plate industry 
to (lay?—A. Keally I (umld not answer. 

Q. Can you give an approximate answer?—A. Oh, 1 might give it within a few 
thousand. 

Q. Well, give ug that, then,—A. I jucsiime there would he between 20,000 and 
25,000. 

Q. All those workers receive good wages, do tliey ?—A. Some of them think not. 

Q. Some of them think not?—A. Kedatively, I think they do. 

Q. How many are then^ in the employ of the Aimwican 1'in Plate Coinpanyf—A. I 
meant in the employ of the American Tin Plate Company; 20,(X)0 or 25,000. 

(^. That does not include all the industry in the. Ciiited Stat(;sl—A. Oh, I have no 
niean.s of eetimating those on the outside. 

Q. (liy Mr. C. J. llAKias.) Would that include the mak(!rKof theiron plate? (No 
aiulihle re8pon.‘(e by the witness.) 

(Py Mr. Kennedy.) 1 want to find out bow many are employed in the tin 
industry independent of these other concerns, the Feileral 8tcel, etc., which ho 
speaks about.—A. It would l»o an impossible thing for me to estimate or attemi>t to 
eetimate outside of our own company. 

Q. All of tlHUn ]iav(; come into this iiidn.stry within the past nine years, have they 
not?—A. Ves, 1 believe they have; less than that. 

FRICK NOW AND HEFORK lK‘j0. 

Q. What is the price of tin now, as compared with the price prior to 1890?—A- 
Dower. 

Q. How much lower?—A. Well, I could not lell you. Those figures I have seen 
fretiueutiy, but I can not remember them. 
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Q. Is it very macli lower, notwitlistandiiiK tho recont advance of $2 a box ?—A. Y(?.8, 
my recollection is, cousidembly lower. 

Q. (Hy KeprcHcntative Livj^'ijston.) Is it tin jdato or tin that is ciieaperf—A. 
Tin plate. 

Representative Livimcjstox. Not tin. 

Q. (Ry Mr. Kennedy.) Is not tin cheaper, too?—-A. Pig tin? 

(^. Yes.—A. I do not know what it was in 1890. Tin plate is. 

THINKS nUOFITS HAVE DKCRKASED WITH THE ADVANCE OF 51ATERIALS. 

(). (Ry Representative Livin(i8Ton.) Are you making more money now on yonr 
contracts than you did prior to July If—A. Contracts of what nature? 

Q. 1 supjioso that you make your contracts to furnish tin plate, and I hat you do 
not keep iiji with those orders; you are soiuetimes 3 or4 or5 or 0months lilling those 
orders?—A. Ye.s. 

You took orders of that kind in tho early part of lliis year; and you took others 
in tli(‘ middle of the year, and are running on them now. 1 want to know if you 
iire making more money on the latter contfa<-ts than tlie former.—A. Our contracts 
are made every day in the year. .Sometim<*s, inaile for iiiimodiate shipment, they do 
n(>t extend over any period beyond that in which we c^an make slnpments according 
toliie specifications which come in tin* contract. Others may call for deliverii^s 
extending over (> months or possibly 12 months. I should like to answer the «|UCstion 
intelligently, If 1 could. 

0. Well, I inig'it put it in a more direct way. Js your percentage on your capital 
iucreasiiig or decreasing as you go along in your combination?—A. 1 think it would 
de]»ond upon what you count the ciist of the product we are making now. 

Q. I tried to do that in an explicit way, but you <lid not seem to understand it.— 
A. I do not know what you consider the cost. 

Your materials were at one price last January; thev are very dilformit to-day, 
are, thi\v not ?—A. They were not at one priei^ last January; they varied. 

(). Voiir steel and tin cost you about tho same last January as now ? --A. Of cour.se 
not; steel has advanced since last .(annary; it has advanced 100 per cent. 

(). That IS what I supposeii. Now, on that advance are you making more money 
or 1«‘8S money ?--A. I think we are making less with the advanced cost oJ‘ material. 

(,». That was the point I wanted to bring out, wliether you were keeping up with 
the advaneed cost of material, or whether you were making a greater profit or ale.sa 
jirolit.—A. Those conditions are continually ehanging. I think we arc not making 
HO iiinch money on the present cost of material a.s we were making last January.* 

SDimCES (IF TIN, AND fHlEF .MARKET FOR IT. 

();. (Ry Mr. Faikr’IIar.) From what country does your ]>ig i in eome?—A. Itcomos 
rroni ('ornwall, some of it; some little from Sunlh America, hoiik' from Australia, 
and some from (Jhina and the Straits of Malacca. 

();. What city or center in the world inakivs the prii'o for pig tin?—A. 1 do not 
know that any city iimkes it or any country. 

(). What city is the main market?—A. You mean where it is consumed f 

t^. I mean the market.—A. \Vh<‘re it is bought a.id sold? 

i). Itelativoty the same as Livorjiool for wheat. What other city is there for pig 
tin?—A. London is the city where pig tin is tra<led in mori' than in any other. 

Is there any production of pig tin in this country ?—A. J <lo not know of any. 

AS TO A TAULK of 1‘RICKS. 

(^. In yonr position of Keeond vice-]irosldent you are <juite eonvorsant, of ceurso, 
with prices?—A. Yes. 

('an you furnish this commission tho ]»riceH of black plate from 1888 to 1899?— 
A. [ could not. 

(^ You have no moans to roach that?—A. I have no nieans to reach tliat. 

(^. How far can you go back?—(Jur company goes back to last December. 

Q* Duly your coinpanyf—A. That is all. We have no records back of that. 

(^. Yon have no means, then, yourself, in tliis great company of yours, with 
$r>0,()0(),0(K) of authorized capital, to furnish thi.s commission, through any of your 
officers, with the prices of pig tin and black nlate and the finisliod products and 
wages from 1888 until now?—A, Only by dej)en<ling on trade ipiotations, as anybody 
might look them up. 

i). Which you depend on as business men?—A. Yes. J would say that no officer 
• of onr company has any better opportunity to make a statement of that kind than 
any one oiitsid'o of the company. 


*8cc Mr. Itciil, p. S74; Mr. Griffitlia. p, 902. 
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SALKS or ItLACK I’LATK. 

Q. Ifow extensive liave been yoJir sales of block plate to outaiflers?—A. Black 
plate for tinning? 

Q. Yes.—A. Quite extensive. 

Q. How extensive?—A. 1 lonbl not tell you. 

Q. (Jive us an average—10 per cent, or anything.—A. I think perhaps it woulil be 
20 per cent. 

(J. Are these sales open to all purchasers?—A. What sales? 

Q. The sales of black plate.—A. No, they are not-open to all. We <io not sell to 
the small coDSuniiirg tra<bi, and we do not b< 11 to the retailer. 

VALI’K or A.MKUICAN TIN PLATE COMPANY’s ^TOOK. 

Q. Is your stock sold on the New York stock market?—A. Yes. 

(). C’oinnjou stock and preferred?—A. Yes. 

Q. Can yen givi* tin? eouimission any idea how it is soiling, to-day, for instaiK^o?— 
A. 1 can come within 2 or H points of it—I or 2 points of it. The last price that I 
saw, I heiieve, was 85 and 37 and a fraction. I have not seen the market on it for 
several days. 


AMERICAN STEEL IIOOI* COMPANY—CAPITAL—mVIDENDS. 

(By Kepresentntivo Livingston.) I understood yon to say that yon am h 
director in the steel hoop organization also?—A. No. 

i}. 1 thouglit you said to Mr. Jenks that you were a director in l)oth coiin)anies ?~ 
A. Yes. I did. 

Q. And yon are a director in the St<‘ol Hoop Company?—A. Yes. 

Q. What is tliat compnny capitalized at?—A. At $14,(X)0,000 of prcfeiTe<l ami 
$19,0(K),(X)l) of common. 

Q. What is the guaranty of the preferred?—It is 7 per cent cumulative. 

Q. Has any dividend been ]iai<l on the common stock of that company?—A. No: 
there lias not been. 

SOLD ms PLANT FOR THE REST PRICE IIK C(HJLD. 

Q. (By Mr. Clarke.) When those ])Iant.s were ac<jnired, liow was their valm? esii* 
mated or arrived at ?—A. It was arrived at between the hnyer and tlie s»?llL‘r. 

Q. Well, what was the Iiasis of it? All material property or soinething forginxl 
will?—A. I do nut know about any plant but my own. 

if. You sold your plant to this concern ?—A. Yes. 

(}. Did yon exact a price for go<Kl will as well as for the material?—A. I gut the 
best price 1 could fur it. 

(^. Can yun not, without revealing too much of your private business, answer my 
•jiiestion?—A. I ean not, any more tlian by saying that in selling an article of tlint 
kind, selling juoperty, I got the Imst price I could. 

That would go without saying. I want to ascertain what is the jirohabh^ basis 
of the preferred stock ami also of tlu? eonimon stock.—A. I could not say to you 
w'liat any other .sellergot for his plant; I do not know. 

VERY FEW NEW DKVICEH—AS .MANY MEN TO A MILL AS 2r> YFARS A(a). 

(}. Are you familiar with the manufacturing part of your business ?—A. To some 
extent. 

Is there a great deal of new machinery in use in that business compared with il 
or7 years ago?—A. There is perbaj)s better machinery; that is, stronger and heavier. 

(/. Are tliere any new devices that oj onomize production ?—A. Very few. 

Q. Are there any more than 1 or 2 sizes of tin plate produced now?—A. Vis; 
the nnrub<?r is indehnite. 

(^. How was it before the industry was established in this country?—A. I think 
there were fewer sizes made. 

Q. How does the machiaery In nse in this country compare with what was n.seii in 
Wales before the industry was o.stablishod here?—A. 1 think it is heavier on the 
average. Some of the first mills were perhaps as light as the mills built on B'c 
other side. 

Q. Is it not better in other re.spects? Is there not more variety to it and mere 
economy gained here in ]>roduction?—A. There is perhaps economy by reducing Ihe 
breakage. The number of men in a black-plate mill is the same to-day In Wales ■uid 
her© that it was 7 years ago or 25 years ago. 
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WA(iKS OK SKILLKI> MKN HBKK AND IN WALKS. 

Q. 1 b tbc lubor employed in your imlnstiy or^^ani/od ?—A. J*ait of it; yes. 

Q. You liave constant demands for an increase in wages!—A. No; not constant. 
Wo settle with a. large j)art of the people we deal witli or employ once a year. 

t^. Were many of your skilled workmen engaged in the industry in Wales before 
it was established here?—A. Quite a good many of tlnun. 

Q. Do you kuo 7 how their wages here conipaie with what they received there?— 
A. Two and a half times to 3; some (»f them '.i times what tliey were paid there.' 

Q. How does the cost of their living here coinpnre with the cost there?—A. Well, 
it (lependK upon how they live. 

Q. On tlie same scale, how does it compare?—A. I have never seen the homes of 
Welsh rolling-mill workers, hut 1 know how they live in this country. 

(^. Do you know how much money has been saved to the American p(M)plo in the 
]>rice of the tin plate that they consume Mince the industry was esfahlislicd ni tliis 
country ?—A. 1 have not hgured it. I think they have saved )>y the introduction of 
the industry here. 


A>IEIll(-AN TIN I’LATK HimKH TUAN WKL.SJI. 

Q. Do you consider tliat the <|nality of the goods produced in this country i.s or(ual 
to that produced in Wales ?—A. Bettor. 

Q. In what respect is it bettor?—A. W<!]1, it averages better in uniformity of 
quality, in the base of the tin plate, which is steel, and in tlie coatitig. 

Q. Don’t they produce steel plates in Wales?—A. Yes. 

Q. How can it be that in a very new industry, with so many inexjmrionced hands 
oui|doy(‘d in it, w(^ can produce a better (jiiality than th(‘y can there whore they have 
been at it for so many years?—A. I do not know, unless it is because we learn 
quicker. 

WAtiKS. 


Q. (ByMr. Farquiiak.) Do all the concerns inyourcoin!diic]);iy tln^ Amalgamated 
scale of wages?—A. I’racti<‘ally; in «nje sense, yes. We have 1 mill in which tlioy 
had Bomo little dilferent cliaracter of machinery, in wliicli we agreed witli the Aniai- 
gamatod Association that theie should l)e a slight variation. Other mills that have 
not b<*ou paid the same M(ralc were hroiiglit up to it. 

<>UTSII)K MILLS. 

ii,. (By Mr..lKNKS.) When you gave a short time ago a list of some of the luill.s out¬ 
side of your organization wt'H' yon reJerring to the<li)»pcrs or the mills?—A. Dip)»er8. 

Q. 1 had understood you were referring tit the milks, and I wish to ask you the 
question in reference to the mills. Can you give a list of half a dozen mills outside 
of your eomjtany ?—A. Thoio is the St. Louis Stamjting (!omj>any, now tlie National 
Stamping ami Enameling Company of St. Louis; Ihcro is a mill at Harrisburg, I’a.; 
there is a mill at Wheeling, W. Va.; there is a mill at Washington, Pa.; there is one 
at Avonmore, Pa., and there is a mill at Cincinnati. Those are the more important 
ones. I think there arc jierhaps otliers. 

Q. Are they now mills that have been started up within a year past?—A. Some- of 
them. 

Q. And some of them were in existence before your organization was made?—A. 
Yes. 

Is tlui total amount i)f the output of tin ])lato in the couulry greater or less 
than it was when your organization was formed?—A. 1 think greater than it was 
l)ef(»re. 

Q. (‘an yon give anything like a dcfuiitc^ answer as to how much greater?—A. I 
can not. 


PATENTS AKK (>K H.MALI. IMPOUIANCK. 

il- Does your organization control any patimts that have heen mailc couiinon to 
all of tliedifi'orent mills that have come into the combination, which before were held 
simply by 1 or 2 corporations; do you got any gain in that way?—A. I think there 
are some few patents. 

Q. Tlnit were held before by individual plants, but arc now used by all of them 
that are in tin? combination?—A. Yes. 

Q. Can you mention any of them?—A. I think there is a tinning machine. 


• Sco Mr. lieid, p.881. 
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Q. Would you say that that soiiroo of saving was of any special sig^nlfloanco in 
your organization f—A. No, I can not. 

MARKET QUOTATION’S. 

Q. A unmbor of Questions have been a.skod with reforencio to tho history of prices, 
and so on, and you have Huj,^gosted trade papers. You would say, I 8Uj)po8e, that 
the ])ricos btdore this or^^anization was nnule varied somowlmt with tho different 
inaiuifacturors, so that there was perhaps no single price for the country as a 
wholeA. Yes. 

Q. Since the American Tin Plate Company has begun bnsinc'ss it would bo reason¬ 
ably accurate to say tlmt tbeir prices are the prices for the country, would itf—A. 
Yes; I think that w<mld bo reasonably accurate. 

Q. 'riiat they control a large enough proportion so that tho others presninal)ly 
follow \ ery nearly f—A. Tlie others could not atlord to s<dl at as low a price really, 
blit of course they had to do it. 

Q. So you would say that the quoted prices of tho American Tin Plate (Company, 
whicli wo iiiid in the papers now, could bo called the quoted pricesof tho country?— 
A. Yes. 

Q. If we go b.ack to a time before your organization, would you say it was rea¬ 
sonably accurate for our purposes if wo took the prices as given in the New York 
Metal Kxcliangc or the American Metal Market?—A. I would not like to answer. 
The Now York Metal Market is a papm that I never read until recently, and Ido 
not know much about it. 

i}. { Hy Mr. Faiu^i har.) How is the Iron Age?—A. 'I’he Iron Age is, perhaps.apjjmxi- 
mately correct in its market reports of tin plate. 

(Py Mr. .lENKS. ) You would say that tin? prices wo got from tlio Iron Age would 
be reasonably accurate?—A. KN^asonably aixurato. 

Q, Of course, we wouhl expect some variations, but for the purpose of eomparison 
that wouhl bo reasonably correct?—A. Yes; tlie Iron Ag<?. as all otlier trade papers, 
makes mistakes, and will occasionally pulilish a price that is incorrect. 

Q, But in the main it is substautially correct?—A. Yes. 

CAPACITY KNOUGIl FOR DEMAND—LAUCK.ST PLANTS. 

Q. (By Mr, Pjiillip.S.) Do you have antlicient capacity to supply the demand of 
the Unitml .States for tin?—A, We have just now. 

Q. What are tho largo jdants in your combine?—A. I’.lwood, liid., and New¬ 
castle, J^a. 

PREFERRED STOCK REPRESENTS VALUE OF PLANTS. 

Q. (By Mr. .Irnks.) I should like to go hack for a moment to this <|Ucstion of capi¬ 
tal. You spoke of the knowledge you had of the amount you recciveil for your 
plant, but said that you liad no knowledge of others. You spoke of tlie common ami 
preferred stock. You said that tho optiou was given tliaf you receive cash or 1 
share of preferred stock and 1 share or commiu stock for ea<-h $100. Was it your 
understanding that the? preferred stock represented, say, the i-asli value of tho plant 
and the common stock repre8<?nte<l good will, or anything of that kiml?—A. That 
was jiractiially it. 

Q. Tliat was tlie general understanding?—A. Yes. 

Q. You have supposed that was generally true in reference to all the idaiits that 
were brought ill ?—A. Yi^s. 

<1 So, if we .should take tho preferred stock, that would fairly riiprosent tho cash 
value of the plants in the organization?—A. Yes. 

PLANTS COULD NOT HE REPRODUCED TO-DAY FOR WIIAT THE COMPANY PAID FOli 

THEM. 

Q. TlD?re has been considerable change in the cost of material, wages, and so on. 
since the tin-plati? organization was formed. Do yon suppose at the present time 
that the plants of the American Tin Plate, Company could he reproduced for the 
amount of tlieir preferred stoi^k or less?—A. The preferred stock ri^preseuts casli as 
well as properties. 

Q. Yes; how much cash?—A. I could not say. 

Q. You do not recall how much was reserved for cash?—A. I do not know how 
much it is, hut I think it would he difliciilt to rebuild the plants at the cost of tliose 
HI our organization to-day. 

I do not iiuito understand you.—A. I think it would hedillicnlt to rehnild 
plants to-day at the same cost as the plants in our eornpany. 

That is to say, if we wore to take this amount of casti that was put in, then you 
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would say that you probably could not rebuild your plants now for whut was paid 
for thorn in preferred stockf—A. Yos. 

Q. Or for what the proferrccl stock would repiesont?--A. Vos. 

0. (By Mr. FARciUHAii.) And you answered the question that the coiumon stock 
represented the good will. You multiply your .'}!l8,(J00,0(i0 preferred stock by 3 and 
you get $51,000,000; and that was nearly your entire capital stock?—A. I subscribed 
to the stock knowing what was to be issued. 1 did not sell the plant for it. 

Q. The curious feature of it is that tlien*. was a dillcretico of about $32,000,000 
there unaccounted for, and by some of the answers to your <|nestion8 hero it seeras 
to bo good will. Tbc-io is nothing positive in anything yon have stated to show 
that these plants were worth over $18,000,000?—A. I will state that I snbs(Tlhcd for 
the stoek the same as any other subscriber who had not any ])r<*vi(nis interest in the 
Aineiieaii Tin Plate Company, knowing what the stock was t<» he. 

t^. (By Mr. Jknks.) May 1 put the question in a little dilVerent. way i! If I under¬ 
stand your answer, you would say that in your judgment the plants of the American 
Tin Plate Company could probably not he rciproduci'd now for $18,00O,0iX)?—A. Less 
otir cash <’apital, and all personal assets, including accounts. 

Q. Blit exclusive of the good will. Simply the working capital and the jilants 
themselves; yon think $18,000,000 would about cov<t it?—A. 1 would jmt if this 
way, that the cost valno of the American Tin Plate Company’s plants wonhl he loss 
than the cost of rojiroilucing those plauts. * 

i). When you say coat value yon moan wliatw'us paid for them ? Yon do not mean 
the cost of building them In the lirst place?—A, No. 

Q. You mean what was paid for them?—A. Yes. 

.SKI.r.S BLACK PLATKS To ALL 1HIM»KUS WHO WISH TO BUY. 

Q. Yon saiil a little while ago that yon did not sell to retailors. Would you say 
that some of t hese dipping plants would eoine inuhT tlii* head of retailers, so that 
they would he excluded from your selling black plates to I hem on that basis?—A. No. 

Q. Those are all large enough so that you would soil to them right along and 
I'xclude none of them?—A. We do not. 

IIKLATION TO THK NATIONAL STKKL COMl'ANY. 

Q. If I may go back again to the «iuestion of the National Steel Company, yon 
said that was an independoni organization. Was the National Steel Company 
organized by men who weri^ ineinhors of the American Tin Plate Company, odieers, 
ilirectors, and heavy stockliohhTs?—A. I do not know any more ahonf that than 
any outsider, and I do not know whom yon would call the organizers of the National 
Steel Company. 

It has been eommonly asserted in the newspapers and cl.sowhore that the Tin 
Plate Company, in iirder to assure itsidfof getting steel or raw material when it 
wanted it, tliouglit it worth wliih^ to take the initiative and organize; the National 
Steel Cmnpaiiy ?—A. Well, I <lo not know that the Ainoriean Tin I’lato Company 
ever took the initiativi;. 

V- Not the company technically, bnt the men interested in it. It would seem 
reasonable?—A. Some of them, I presnnie, were interesttMl in having it organized, 
hut I do not know anythingahout it. I was interested in it because J bail an inter¬ 
est in one of the propcrtii-s that went into it. 

Testimony closed. 

TESTIMONY OF MR. F. S. WHEELER. 

Treasiira' of ihe American Tin Vlale ('ompany. 

The comini8.sion being in session, at 1.50 o'clock Vice-Chairman Phillips, win* was 
jn'esiding, introduced Mr. E. S. Wheeler, of Chicago, treasurer of the Anu'rican Tin 
I’late Company, who, being first duly sworn, testified as folUiws: 

(By Mr. Jicnks.) Please give your full name and address.—A. F. S. Wheeler, 
Chicago. 

Q. You heard the testimony that has just boon given by the previous witness. So 
far as your own knowledge goes, do you agree with that tlirongliont?—A. Yes. 

There are one or two pointo that were not clear«*d up by tlui ])revions wntnejiH 
that perliaps yon can help on further. What position do yon hold in the Aracricaii 
Tin Plate ('ompany?~A. Treasurer of the company. 

As treasurer of the company are yon familiar with the contracts that arc made 
by the company ?—A. No; my duties woiilil lie more in the custody of the cash and 
financial matters. 


' Soo Mr. Orifliths, f*!-- 
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Q. If inoiioy were paid out under tboHo contracts, would you be likely to know in 
reference to it?—A. I would only pay out on approvtnl vouchers that came to me. 

STOCK AND TRANSFKK HOOKS. 

Q. Have you any Jinowledf:e as to where the transfer books of the company are 
kept?—A. We have a transfer office in Chicago wliich takes care of the local Chi¬ 
cago exchange, our main office; and the (luaranty Trust (/onipany, of New York, are 
the traiisier agents for New York, and I have always understood that they have 
looked after our Kaatcrn business entirely. 

Q. In what State was your corporation organized?—A. New Jersey. 

Q. Do you keep any ollico in New .Jersey?—A. Yes; we have one. 

Q. Where is tlie office in New Jersey?—A. It is in Orange. 

Q. Is that office supplied also with the transfer books of the»eompany, a list of the 
stockhohlers, etc. ?—A. I understund so. 

Q. Are transfers of stock made in that office?—A. The transfers are all recorded 
tljcro, I believe. 

0. Are transfers made there?—A. Well, I think so. The books arc kept there and 
a record of transfers of the stock. 

0. So you think that the transferw are made in that office?—A. I so nuderstuml; 
yos. 

Q. Is that office open regularly during all business hours?—A. I presume so. 

Q. Do you know whetlier the records of the company in any of the offices are 
open to all stookholders, .so that any stockholder can tind out who his associates an- 
and how mncli is held by the dillcrent stockholders?—A. Why, 1 think so. 

Q. Is there any provision in your by-laws with reference to that maiter?—A. I do 
not recollect tl»e wording of the by-laws on that point. 

i}. Ibit you do understand that any stockholder of your company can at atiy time 
tind out who tlie other stockholders are?—A. I uiulerstaml so. 

Q. And the amount each holds?—A. Yes. 

Q. Do you undtTstuml that that can be found out at this New Jiu-soy office?—A. I 
think so. 


KXCLUSIVK CONTKACTS WITH MACHINEKY MAKERS. 

Q. Have there been any e(intr;u‘ts made by the Tin Plate ('ompany with founders and 
machinists not to furnish inde]>endent plants with inacUiuery for jdate makitig?'— 
A. I would not have any nmord of it. 

Have you information of any such contracts?—A. I have not. 

Q. Have you iiiformatiou of any contracts with these manufacttirers by wlilcli 
tboy are to refuse to furnish sheet mills with niaediinery for making sIumT steid, 
unless an agreement is ma<le not to make plate, black plate, for tinning:—A. I would 
not know anything about that. 

(f. You <lo not know anything about that?—A. No. 

Q- (lly Mr. I'AiitiiiJAK.) Of sour board of directors, is any one a r<‘Hldent of New 
.lersey?—A. Yes. 

Q. Is lie tlie owner of a mill there or has lie bet n an owner?—A. There are no 
mills in New Jersey. 

Q. Is he a. <-apitalist or what?—A. Well, lie is a cajntalist, stockhohbu' in the 
company. 

COMMON .STOCK —(iOOI) WILL. 

(^. The question has been asked why lliero is sueh an inonlinate dill'eroneo between 
your preferred stock of $18,0(H),0(Xt and your issued stock of .$40,000,000. Can you 
give an explanation, as the tinancial iiiiin of the concern, what the diflereuce betwi'eii 
18 and 40 represents, cither to your stockholders or to the public?—A. Well, it lias 
been stated liy my predecessor to lie the good will; I think that is as clear an expn'S- 
sion of it as <-an be given. 

(fly Mr. Clakke.) Dave you been engaged in the manufacturing biisincs.H 
yourself before going into this combination ?—A. Yes. 

How do you think, generally, the good will compares with the value of the 
plant? Wliich is the greater in the manufacturing husincss, good will and the 
opportunity for business, or the plant?—A. Well, I do not think y«>n could give any 
Used ratio; it depends on circiimstances. 

Q. How do you consider it in your business ?—A. Onr issue of stock would indi¬ 
cate to a certain extent onr estimation of it. 

if Is that yonr opinion ?—A. 1 was a subscriber to some of the stock. 

Testimony closed. 

* See Mr. (Irabam, p. 85-; Mr. Keid, p. 875; Mr. GritliOm, pp. 888-890. 
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Washinqton, D. C., October 17,1899. 

TESTIMONY OF ME. DANIEL G. EBID, 

I’reeident of the American Tin Plate Company, 

The commission met on Tuesday, October 17,1899, Senator Mallory presiding. Mr. 
Daniel G. Reid appeared at 10.40 a. m., and, being duly sworn, testified as follows: 

Q. (By Mr. Jenks.) Will you state your full name?—A. Daniel G. Reid, Chicago, 

Q. You are president of the American Tin Plate Company ?—A. I am. 

A5IEMCAN TIN PLATE COMPANY—TIIANSFKK AGENTS. 

Q. Under what laws is the American Tin Plate Company organized?—A. The laws 
of the State of New Jersey. 

Q. Have you an oftieo in the State of New Jersey?-A. Yes. 

Q. Where?—A. 625 Main street, East Orange. 

Q. Is it a registry and trust company f—A. The New Jersey Registration and 
Trust Company. 

Q. Have yon a special agent in charge ?—A. Wo have. The name of the company 
is the New Jersey Registration and Trust Company. 

Q. Yon keep your stock and transfer books in the New Jersey ofiice?—A. The 
stoek and transfer books have been there since the organization of the company. 

(j. They have been kept there regularly since the organization?—A. That is, except 
in writing them up. 

Q. Your stock and transfer books are now in the ofiice of the company regularly ?— 
A. 1 am told so. 

Q. Do you maintain a transfer ofiice anywhere else?—A. We have one in New York 
and one in Chicago. 

Q. What are the names of the transfer agents yon have in New York and 
Chicago?-A. The Guaranty Trust Company of New York and the Merchants’ Loan 
and Trust Company of Chicago. 

Q. Have you also a registrar in New York?—A. The First National Bank of New 
Y'ork. 

Q. Any other one?—A. One in Chic.ago. 

Q. The actual transfers of the stock are made in the New Jersey ofiice?—A. They 
are made in both places. 

Q. The stock is actually transferred in Chicago and New York?—A. Transfers are 
made in Now Jersey. 

EIGHT OP STOCKIIOLDEES TO EXAMINE STOCK BOOKS. 

Q. Dots your charter contain any restrictions on the right of the stockholders to 
examine the books and papers and documents of the company ?—A. I can not answer 
that question; I do not remember, but I think they have none. 

tj. You think there are no restrictions at all on the rights of the stockholders to 
examine the books?—A. The stock books? 

Q. The stock books and the transfer books?—A. Y’es. 

(J. Is the right based on any resolution that you know of, or have yon taken any 
action at all that gives the stockholders the right to examine these stock and transfer 
books; do you know whether they have over passed a format resolution?—A. There 
was a resolution passed. 

Q. You can furnish us a copy?—A. Yes; I have a copy of it. 

(The witness subsequently submitted to the comiuissiou a copy of the resolution 
as follows:) 

[Extract from the mimitea of the otockliolders' lirst meeting of tbo Amoricau Tin Plato Company.] 

Ordered, (1) That in compliance with the laws of the State of New Jersey this 
corporation have and continuously maintain a principal ofiice and place of business 
witliin the State of New Jersey, and have an agent at all times in charge thereof, 
upon whom process against this corporation may be served, and therein keep the 
stock books and transfer books for the inspection of all who are authorized to see 
the same, and for the transfer of stock. 

That the books in which the transfers of stock shall be registered and the books 
containing the names, addre.-<ses, and number of shares, respectively, of the share¬ 
holders shall be at all times during the usual hours of business open to the exami¬ 
nation of every stockholder at said principal office. 

83a-66 
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That tlie name of this corporation be at all times conspicnonsly displayed at the 
entrance of its principal office in this State. 

And be it further Ordered, until this resolution be duly rescinded, 

(2) That such office and place of business be in and at the office of the New Jer¬ 
sey Registration and Trust Company, No. 525 Main street. East Orange, N. J., and 
that this company be registered with the said Trust Company. 

(3) That the New Jersey Registration ami Trust Company, being by statute 
authorized to act in New Jersey as the agent of corporations, be, and hereby is, 
aj)pointed the agent of this corporation in charge of said principal office, and upon 
whom legal process against this corporation may be served within the State of New 
Jersey, and also the transfer agent of the stock of this company.” 

Q. Does your company at its office iu New Jersey kee|) a complete, full alpha¬ 
betical list of the stockholders, their residence, and the amount of shares held by 
them?—A. 1 understand so. 

Q. These l>ooks are open to the inspection of any stockholder on demand during 
regular business hours t—A. Yes. 

C.VPITALIZATION : $iO,000,(X)0 COM.MO.V STOCK FOR COST OK ORIiAXIZATION. 

Q. What is the amount of capital stock of your company?—A. i|>50,000,000. 

Q. And there has been issued- A. $46,000,000. 

Q. How is this divided between preferred and common ?—A. $28,000,000 of common 
and $18,000,000 of preferred. 

Q. What is the special reason for issuing $10,000,000 more of common than of pre¬ 
ferred, if any? For what special purpose was that $10,000,000 issued?—A. The 
property ofthe original tin plate companies was purchased by Judge Moore; he turned 
the companies over to the reorganized company, for which he received so much 
money, which was in stock. 

Q. The point is this, if I understand your answer, that this $10,000,000 was turned 
over to Judge Moore for the purpose of organization?—A. Exactly. 

Q. And the $18,000,000 of prelerred stock and ihe $28,000,000 of common stock was 
used in purchasing the plniils?—A. It was issued in purchasing the plants. 

Q. The extra $10,000,000 for the cost of organization was put into his hands; that 
is right, is it?—A. I do not know just the way you put that. 

Q. Eighteen million dollars of preferred and $18,000,000 of common were issued 
for the purchase of the plants and the supjily of any cash tliat might bo needed to 
run the plants afterwards, and the $10,000,0011 was turned over to Judge Moore to use 
at his discretion?—A, As a matterof fact, .ludgeMooro iiurehasod the original plants 
for cash; so much cash; had a cash agreement. Then ho organized this company, 
and afterwards the mill men who agreed to subscribe for stock had the privilege of 
coming in and doing so. If a man subscribed for 100 shares of stock, ho got 100 
sharcsof preferred and lOOshnresof common; otherwise ho got cash. Hut the Judge 
had the mills bought on a cash basis, and the stock feature was an after considera¬ 
tion so far as the mill men were concerned. 

Q. As you understand it, then, $18,0(X),000 of preferred and $18,000,000 of common 
was iTsod to raise the money to buy the plants directly, and the $10,000,000 was used 
for the expenses of organization, and put into the hands of Judge Moore, to be used 
at his discretion for that purpose. Is that right?—A. Yes; that is light. 

CONDITIO.VS IIEKOKK <:ON.SOLli).\TIOX’. 

Q. What was the situation of the tin plate trade that led to the organization of 
the American Tin Plate Company?—A. Well, the comjietition between the old com¬ 
panies had iiccome so strong, the business was fast drifting into a condition where 
there was little, if any, profit. There wore a number of mifis losing money an^ very 
few of them making any, and it was a matter of the mills getting together. 8o they 
appointed a committee to look Judge Moore up and ask him if he would not take 
charge and arrange this; get them together, in other words. 

Q. The initiative was taken by the mills themselves?—A. Yes. The fact of the 
matter is, the mill men chased Judge Moore for a year to got him to take charge of 
it, which he hnally did. 

Q. You say none were making money, and many were losing; had there been 
many failures among the tin-plate mills that you know of ?—A, None at all. 

Q. The organization was made in order that they might make larger profits?—A. 
As a matter of fact, there w'ore a number of tin-plate mills carried by steel com¬ 
panies and people in other lines, and had been for years before. I do not mean to 
say all the mills were losing money; on the contrary, the minority were making 
money; nothing great, but a profit. I do say a numlier of them were being carried 
by steel companies; one case particularly I know of. 

Q. And the competition bad been fierce enough so that*in the minds of the mill 




THE TIN-PLm COMBINATION:—REID. 


867 


men there was danger of bankruptcy on the part of some of them!—A. I am quite 
sure if the cousolioatlon had not gone through there would have been 16 companiee 
closed and seven or eight tbonsand men ont of work. 

Q. Yoo think there would have been 15 closed down; out of what number!—A. I 
tliink there were 39 companies. 

Q. That went into the combination!—A. Thirty-nine. 

Q. Fifteen of these 39in that condition!—A. 1 did not say that. I said a number 
of them; I believe 15 of them would now be closed down. 

cornsE 01' prices—contkacts, 

Q. Will you explain what the course of prices of tin plate has been, say, froml year 
l)cfore the formation of the American Tin Plate {’ompauy to date?—A. I should say 
tin plate, full weight plates, were worth a year before $3.10; from that they drifted 
down to as low as $2.60 at the time of the organisation. In the last 6 mouths the 
larger part of the <h^cline took place. 

i). Between the $3.10 and $2.60, the Larger part of the decline occurred in the 6 
imniths before tlio company was iorined?—A. Yes. 

Q. How has the price been since? Perhaps you had better tell us the course of 
prices from tbo formation of tho company to date.—A. When the new company 
took the contracts of the old companies, which they had made for tho delivery of 
plates, llicy assumed contracts,! presume, amounting to about 4,000,000 boxes of 
tin ]>late to be delivered at prico-s ranging from $2.65 to $2,75. During this boom in 
r.-iw material and all that sort of thing while the ruling market on the other side 
was $5.25, delivered f. o. b. New York- 

Q. For how long a period did the.so contracts run!—A. To tho let of July last. 

(^. Are you still worKingonthebasisof tlieseolcl contracts?—A. No;thoy areabout 
cloaiied up. We have some old contracts yet which we are delivering to customers. 

Q. Were the larger part of these contracls for a period of 6 months or a year?— 
A. Up to the Ist of .Inly; very few for a year. 

Up to what time!—A. Beginning .laniijiry 1. How'over, there were sales 
made after the organization of tlie company, through .January and February, at 
along about $3, $3.25, $3.50, and $3.75. Lots of these contracts we are still w'ork- 
ing on. 

Q. If I nuderstaiul yon, the regular prices quoted in the markets and tbe trade 
papersdid not represent the exact condition of affairs with the mills f—A. Not what 
they were getting for plate. 

Q. Will yon perhaps explain a little further what the course of the market has 
Ik'CII from the time the Tin Plate Coiujiany Nvas formed to date—that is, the selling 
price?—A. It has lu^eu upward. 

Q. Could you give ns the rtgnros?—A. That started, I think, at $3. 

Q, You said the prices were about $2.60?—A. Wc^ sold some for $2.75 after the 
company was organized. Then at $3, $3.25, $3.35, $3.87^, $-1.25, aud the present 
price is $4.65. 

Q, When these prices were put up from $3.87^ to $4.25, was that one immediate 
change made at once?—A. That was at the time of the advance of steel from 
to $37 or $38 a ton. 

Q. As soon as the )>nco in steel was advanced, you advanced the price?—A. Pig 
tin aud steel went up very rapidly in 30 or 40 days. 

THE liOX OF TIN PLATE. 

Q. When you are speaking of these prices, what are they—the price per box?— 
A. Yes. 14 by 20—l(H)-pound plates, f. o. b. the mills. 

Q. Can you tell us how' much steel and how much tin there is in a box of this 
finished product?—A. In a full weight box there are 105^ pounds of steel and 2^ 
pounds of tin, making 108 pounds. 

Q. So that you make the prices on 105i pounds of steel and 2^ pounds of tin, and 
figuring ont the cost of that will give substantially tho cost of the raw material?— 
A. That is it. 

Q. Subtract tbe cost of tlio raw material from tbe cost of tlio full weight box, and 
you will find the. cost of production, plus your prolit, the profit of the seller or manu¬ 
facturer?—A. There is something to be figured Imsides. In rolling steel there is 
some scrap. There is an allowance for that to be made. 

Q. That could be counted in the cost of production?—A. Yea. 

Q. Is that an absolute waste?—A. Ob, no; but there is perhaps 20 per cent waste 
in rolling $38 steel, and the scrap would sell for $14or $15, perhaps; 1 do not know 
the exact scrap market. 

Q. So, figuring out the prices in this way to determine th(' general range of 
profits, there is this waste?—A. Yes. 
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Q. Could you famish the oommission with the coarse of prices, luouthly prices, 
of finished product, of steel hillets and of tin, for a period rnnnin!; from to 
date?—A. I can get them for you. 

Q. Willyoa behind enoagb to famish them to as?—A. Yes.' 


Tablb 1.— Average jjrke, lig monlhe, of billets and slabs sold bg Bellaire Steel Compang. 
[Prices furniBbed bj Mr, Roll!.) 


.M«)Dth. 

1888. 

1889. 

1890. 

189]. 

1892. 

1893. 

1894. ' 189.5. 

1856. 

1897. ! 1898. ‘1899. 

1 ; 

January . 

$311.31 

$27.0.5 

$32. 01 

$27.51 

$24. 50 

$22.71 

418.66 $U.86 

$31.18 

$15.14 >13.93 $15.53 

February. 

28.74 

28.13 

32.36 

26.00 

24.62 

22.32 

17.59 14.85 

19.(19 

15.41 1 14.02 1 14.98 

March. 

28.49 

27 3? 

33.10 

25.95 

24.03 

22.70 

16.68 14.88 

17.62 

15.61 ! 14.00 I 14.62 

April. 

28.40 

27.89 

31.01 

25.42 

24.04 

22. 53 

16.20 14. 76 

17.65 

15.61 ' 14.04 ; 16.24 

May. 

28.14 

26.41 

30.04 

20.11 

23.43 

22. 22 

16. (M) 15.03 

19.08 

15. 65 14.16 15.27 

June. 

28.08 

2.5.95' 

28.84 


22.94 

22. 27 

16.91 15.62 

20.11 

15.46 1 15.06 ' 15.09 


28.00 

26.16 


25.47 

2t». 66 


10.84 17.18 

19.00 


August. 

27.43 

26.32 

30.30 

25.75 

23.63 

21.13 

15.93 ; 18.24 

.' U.78 1 26.49 

September.... 

27.93 

20. 27 

30.00 

25.71 

23.73 

20.00 

15.98 18.73 

20.17 

14.71 14.74 : 26.86 

October. 

28.36 

26.57 

29.68 

25. 56 

23.70 

19.47 

15.89 20. 24 

19.45 

15.07 14.91 1 33.37 

November.... 

27.48 

26.88 

28.95 

25. 24 

23.67 

19.39 

15. 60 20.05 

19. 23 

14.51 15.10 32.39 

December .... 

27.55 

27.92 

28. 10 

24. 40 

23. 43 

18.65 

15.60 19.73 

16.00 

13.82 14.75 . 

Whole year. 

28.24 

26.95 

30.04 

25.7.5 

23.52 

21.26 

16.49 17.01 

19. (»5 

15.00 14.66 20.73 


Table 2.— Average selling prkv of pig f/n Aeic York. 
[Prices fnrnislicd by Pliclps, TV)df;o et Co., at rcqiit'st of Mr. Ueid.! 


Month. 

1888. 

IS89. 

)8J>0. 

1891. 

1802. 

' 1893. 

1894. 

1895. 

1896. 

1807. 

1898. 

1899. 

January . 

#37. Oil 

$21.80 

.$20. 80 

$20. GO 

.$19. 80 

$20.60 

$20.00 

$13.00 

$13.20 

$13. 20 

$13.80 

$22.00 

February . 

37.00 

21.40 

■'0.66 

20.00 

19. 80 

i 20. CO 

19.40 

13.60 

13.20 

13. 40 

14.00 

23. (*0 

Marcli. 

37.00 

21.00 

20,40 

20.00 

19.80 

; 21.00 

19.00 

13.80 

13. 40 

13.20 

14.20 

23. .50 

^iril. 

31.00 

20.80 

20.00 

20. 00 

20.20 

21.00 

19.40 

14.00 

13.40 

13.20 

14.40 

25.00 

May. 

19.20 

20.50 

20.60 

20.20 

21.00 

, 20.20 

19.80 

14.40 

13. 40 

13.20 

14. 70 

25.40 

June. 

17.80 

20. 10 

‘31.40 

20. ()0 

22.20 

19.60 

19. 60 

14.20 

13. 40 

13.60 

15.00 

2.'). 60 

July. 

19.00 

19.80 

21.00 

20.40 

21.90 

1 18.50 

19. 00 

14.20 

13.40 

13.80 

15.40 

28.50 

August. 

20. 70 

20. to 

22.00 

20. 00 

2J.40 

i 19.00 

18. 20 

14.40 

13.20 

13. 80 

15,80 

31.00 

SeplemlK>r.... 

22.50 

20.20 

22.80 

20. 00 

20.60 

! 19.80 

17,00 

14. GO 

13.00 

1.3.60 

16.20 

31.60 

October. 

22.50 

20.50 

22.40 

20.00 

21.40 

' 20. 60 

15.40 

14.70 

12.80 

13.00 

17.00 

31.20 

November .... 

22. 50 

21.50 

21.80 

19.80 

21.00 

20. 60 

14.49 

14.60 

13.00 

13.60 

18.00 

28.00 

Decern tier. 

22.00 

21.60 

20.60 

19. 80 

20.60 

20. 40 

13.80 

13.80 

13.00 

13.60 

18.60 


Tahlk 3.—.? 

verage price 

of American 

Jiessemer coke (in plates, 

14 bg ZO, full 

weight, lOS 


poumle, delivered in sWew York. 


[Prices furnished by Phelps, I>od^e &. Co., at, re<iiiest of Ur. Kehl.) 


Month. 


January... $:j.7o 

February . 

March. 

April. 

May .. 

June. 

Julj'. 

AiiKust. 

Scpti-tnber. 

October. 

.November. 

December. 


189.3. 

1H96. 

18<»7. 

1898. : 

1899. 

$:j.7o 

$3.60 

$3.40 

$:t. 15 : 

.$3.34 

•3.75 

3.65 

3.30 

3. x5 ; 

3.84 

3.75 

3.55 

3.35 

3.15 

4.2U 

3.75 

3. .55 

3.40 

3.10 

4.21i 

3.70 1 

3,65 

3. 40 

3. Kt ' 

4.21i 

3.70 , 

3. 55 

3.35 

3.10 : 

4.21^ 

3.80 : 

3.60 

3.30 

3.05 ' 

4.71i 

3.75 

3. 60 

3.20 

3.00 • 

.5.00 

3,75 

3.65 

3. 15 

3.00 i 

5.00 

3.70 , 

3. 55 

3.15 

2.90 

5.00 

3. 67i 

3.00 

3.J5 

2.95 ' 

5.00 

3.65 

3.45 

3.15 

3.10 

5.00 


>Mr. Reid ^jives the follouin^f ; slimato of the labor cost of tin plate, in a letter dated December 16. 
1899; “In regard to the average amiuiut of wages paid per bon of tin, based <m 14 by 20 size, I beg 
say that the figures that I give yon )i(‘rnwi{b are tlio only ones itbtainable nt the present time nod are 
from one of the largest wonts now in the consolidated ciimpany. They date back since 1^0. At that 
time the mill was a Hmali one and the cost per box would sbou' higher than when the mill was larger 
and bad a gr«*ater ouipnt. Th<; average jirice of labor per box in the year 1893 was $1.60. This WJV'* 
during the time of small output. In 1894, after the works had boon increased somewhat, it was |1.33. 
During the years 1806, 1897, an<l 1898, up to the time of consoUdation, the average price about wJls $1- 
This was wnen the mill bad been increased to its pro.s<‘nt capacity and was getting its maximum 
output. Please remember tboso tiguros were iiiado during the old scale of wages and before tbo 
present scale became operative.’' 
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Tai)I.k i,—Average price of imparled coke tin plates, U hg SO, full weight, lOS pounds 
delivered at 'New York, duly paid. ’ 

[Prices furnialiod by Pheips, Dodge A Co., at reqncat of Mr. Reid.] 


Month. 

1888. 

1889. 

1890. 

1891. 

1892. 

1893. 

1894. 

1895. : 

1896. 

1897. 

1898. 

1899. 

January. 

$4.75 

$4.21^ 

$4.60 

t3.32 

$4.85 

$6.35 

$5.05 

$3.70 ! 

$3.60 

$3.84 

$4.05 

$4.22 

February . 

4.79 

4,2Ci 

4.47j 

5.42 

4.85 

5.324 

5.00 

3.624 

3. 574 

3.84 

4.05 

4.40 

Muroli. 

4.74 

4. 22 

4.44 

5. 30 

4.85 

6.30 

4.95 

3.00 i 

3.50 

3.78 

8.99 

4.34 

April. 

4.G9i 

4.28 

4.37i 

5. 20 

4.85 

6.274 

4.95 

3.60 

3.50 

3.78 

4.05 

4.34 

May. 

4.53 

4.274 

4.351 

.5,2,5) 

4.85 

5.25 

4.924 

3.624' 

3.50 

3.78 

4.10 

4.57 

Juno. 

4.4C 

4.25 

4.4U 

5. 39 

4.85 

5.20 

4.924 

3.674 

3.50 

3.75 

4.10 

4.76 

July. 

4 .51 

4.25 

4.48 

5. 37 

4.824 

5.174 

4. 924 

3.75 1 

3.474 

3.72 

4.10 

5.05 

August. 

4.58 

4.25* 

4.73* 

5.46.^ 

4.80 

5.15 

4.924 

3.75 ' 

3.474 

.3.72 

4.16 

5.58 

September.... 

4.62 

4.32 

5.154 

5.36 

4.80 

5 .15 

4.90 

3.75 1 

3.47* 

3. 72 

4.16 

5.40 

October. 

4.47 

4.5U 

5.40 

5.31 

4.8.5 

5.124 

4.00 

3.70 1 

3.45 

3. 72 

4.10 

5.31 

November.... 

4.29i 

4.73 

5.40 

5.28* 

5.00 

5.10 

3.90 

3.674 

3. 45 

3.72 

4.16 

5.31 

December .... 

4.24 

4. C2 

5.104 

5.28 

5.00 

5.10 

3. 80 

3.65 

3. 40 

3 72 

4.22 

5.34 


Until .Inly 1,18i)l, the duty was 1 cent per pound. 

July 1,18&1, to August 28,181)4, tlie duty was 2/,, (tents per pound. 

Angust 28,1894, to ,)nly 24,1897, the duty was 14 conts ])er pound. 

Since Juiy 24,1897, the duty was U cents per pound. 

WAtJKS—PAY ItOLr.—A.MALCAMATEI) ASSOCIATION SCALE. 

Q. Will you tell ns what the course of wages ha.s been to one or two different 
cla.ssos of workingnion in this industry from 2 years before the Tin Plate Company 
was organized n|i to date, the same as yon did about pricest—A. The wage scale has 
been advanced since the new company came into existence; the ordinary common 
labor around Iho mill about 20 per cent, and skilled labor 15 per cent; but in adjust¬ 
ing scales between different mills there has been an advance greater than 15 or 20 
per cent on common labor. The advance in the entire pay roll of the company 
w'ould amount, I should say, to about $2,000,000.' 

i),. Annnallyf—A. Annual pay roll. 

Q. What has been the increase in the number of menf—A. I should say wo have 
on 2,000 more mill men than we had. 

Q. When you were organized?—A. When the new company was organized; yes. 

Q. (By Mr. Kennedy.) How many more?—A. 2,000; eloso'toit. 

Q. Have yciu an agreement with tiio Amalgamated Association of Iron, Steel, and 
Tin Workers in your coinbiuatiou?—A. We nave an agreement to pay them a scale 
of wages, beginning July 1, to the following July 1. 

Q. Is that a sliding Seale?—A. It is a scale like this: For every increase in the 
price per box of 10 cents, I think it is, after it reaches a certain price, the increase 
in labor runs 4 cents a box. 

(i. Are you paying them now on the basis of those contracts that yon are filling 
of old organizations that came into your combination?—A. We are paying the new 
scale on every box rolled in the mill, regardless of the prices the goods are sold at. 

tj. So they are not to get an increase when you have finished the old contracts?— 
A. Ihw are now getting the increase. 

Q. (By Mr. Jenks.) When did that begin?—A. The 1st of July. 

Q. (By Mr. FAR(iDiiAR.) Docs that scale stand for 12 months?—A. It stands for 12 
months. 

THE .SLIDING SCALE SLIDES UP, NOT DOWN. 

Q. At the very high ptico you are selling tin at, are the wages of mechanics com¬ 
mensurate with the prices you arc getting from tlie consumer?—A. They are the 
best paid men in the country. ’’ 

Q- Are they sharers?—A. They arc getting their full share. In faot, if there was 
any little change in raw material to bring about a higher cost the only way I see to 
meet it is to get it off the laboring man. If there was a further increase in the cost 
ot pig tin and steel to the figure that we hear talked of as the probable price next 
year, the only way the Tin Plate Company could run except at a loss would be to 
cut the workman. 

Q. (By Mr. Jenks.) Cut wages below what they are now?—A. Cut wages below 
what they are now. * 

Q. (By Mr. Kennedy.) Could you not increase the cost of the product to the con¬ 
sumer?—A. We could some; yes. 

ft. Would not that be as easy a way as reducing the wages of the men?-A. A $10 
advance on steel would moan a good deal. 


See Mr. Orabarn, p. 853; Mr. Grltiitbs, p. 903. 
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Q. Could you uot share it between the consumer and the workingman instead of 
taking it all off the workingman f—A. We are tied up with the workingman until 
next j ear; wo would have to pay them these wages; we could not change; that is 
what I was trying to illustrate. 

Q. (By Mr. Farquhah.) So yon hove a rigid scale for 12 months?—A. For 12 
months; yes. 

Q. (By Mr. Jenks.) If I understand your contract, if you put up the price of the 
product, the wages of labor are increased proportionately. Supphse trade conditions 
are such that the price of the product falls below what it was when the contract was 
made; does your agreement with the workingmen provide for lowering the wages pro¬ 
portionately ?—A. Thiijtstiinds; their wages are fixed for a year. If there is a further 
increase in price above the price at the time the scale was made, I believe it was 
$4.25, then they slide up. 

Q. (By Mr. FARtiUHAU.) b'irst of all, there is a minimum scale agreed upon; if the 
prices rise there is an arrangement that they are to share four-tenths of that rise?— 
A. That is it exactly. 

Q. (By Mr. Jenks.) Can you not furnish ns with acopy of that scale?—A. Yes. 


Western scale of prices ijocerning wages in rolling mills for the gear ending June SO, 1900, 
published bg Xational Lodge, Amalgamated Association of Iron, Steel, and Tin Workers. 

TIN PLATE SCALE. 

When a box of 100 pounds coke tin plates is selling at $4.25 the scale of prices as 
appears below shall be paid. On each 10 cents increase in the price per box 2 per 
cent advance on the prices below shall bo paid, and on each 10 cents per box decrease 
a deduction of 2 per cent shall be maile to said base, but it is understood that the 
wage list below is the minimum for the year ending June 30, 1900. 



• 

: Ituller. Dunbling. 

! Shearing 

1 on jaw or 
crocodile 
Heating.: ehearti and 
Ijob or sheet 

1 work, per 

1 ton. 

SheAring 
tiu plate on 
squaring 
shears, i>er 
ten. 

t I 





$2.35 

2. 45 



2. H2 




4.16 i 

Nos. 21 to 24. 

4.02 ’ 




4.97 : 

Nos. 20 and 30. 

5.64 : 

No. 31. 

5. 7.5 ' 

No. 32. 

6. 00 

No. 33. 

0.37 ' 

No. .34. 

7.00 

No. 35. 

7. 12 • 

No. 36. 



8.00 

No. 38. 

8.08 ! 

No- 39.. 

8.51 ! 


8. 05 ' 


9. 18 ! 


9.41 i 
0 04 i 
9.87 ; 

No. 43. 

No. 44 . 


$1.(17 

$0.98 ] 




1.10 

1.03 

.$1.20 



1.20 

l.L!:i J 


1 $0,41 

1 $0.40 

1.68 

I.H7 

1.52 \ 
1.70 / 

1.44 


1 

2 14 1 

1.H7 ) 

1.21 • 

( .46 ; 

; .45 

2.27 1 

2.06 / 


.40 

2.39 ' 

1 .) ._>•> 

1.13 

.49 I 

.17 

2.91 

2.68 

1.01 , 

.52; 

.49 

3.06 i 

2.86 

.97 

.53 

. 52 

3.21 1 

3.01 

l.OO : 

.55 ! 

. 54 

3.37 

3.10 : 

1.03 . 

.59 i 

. ,50 

3.59 ' 

,3.39 

1.20 : 

.61 : 

. 59 

3.79 : 

3.60 I 

1.20 ; 

.63 


3. 89 ; 

3.,74 

1.25 . 

.06. 


3.93 

3. 79 

1.21 

.68 


4.01 ' 

3.85 

M7 ' 

.70 



4.14 

4.83 


.72 ' 
.75 


1.94 

l.,33 


.0.18 

5.06 

1.40 

.76 


5.40 

.5 29 

1.45 

.77 


5.03 

5. .V2 

1.40 

.78 


5.86 

5.75 

1.55 

.79 



1. Thirteen per cent less than above prices for iron, except shearman. 

2. Twenty per cent added for changed iron and steel. 

3. Seventeen per cent added for pickle-finished iron and steel, except shearman. 

4. For all sheets sheared into circles on tiu-plate mills where the loss exceeds 10 
per cent 20 per cent extra shall be paid. 

5. All plate and sheets cut down to smaller sizes on tin-plate mills to be paid fur 
at scale prices. 

6. For all sheets rolled on tin-plate mills, 14 square feet and over, not cut down to 
smaller sizes, and for tin plates, worked other than tin-plate style, sheet-mill prices 
including hands’ prices shall be paid, and when working sheets, tin-plate style, tbo 
additional percentage of entire sheet-mill cost over tin-plate shall be added tojiH 
bauds’ wages on the mill, and it is understood when plate worked on a tin-plate mill 
and is not “ first” pickled, annealed, cold rolled, and thoroughly treated os plate for 
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tiunlug purposes before leaving the mill where it is worked, it shall be paid for at 
sheet^mill prices. (For rules, see Addenda.) 

7. Where improved squaring shears are used the company shall pay for opening 
packs and grinding the knives, and on jaw and crocodile shears the company to pay 
for opening packs, and in mills where plates are cut into smaller sizes than 14 by 20 
additional pay for shearing shall be arranged, shearman to change and set the knives. 

8. Catchers on tin-plate mills to receive 23 per cent of roller’s statement, the saico 
to be deducted from the roller’s siateiuent and paid by the company. 

9. Eight (8) hours shall be a day’s work on tin or black plate mills, said mills not 
to follow out, except when notice to mill crew is given of a change in time of start¬ 
ing Friday morning to Saturday morning, and mills are not to operate on Saturday 
aftenioon or Saturday or Sunday nights. 

10. It is agreed that no more than three changes in the clasHllication of sheet and 
tin-plate mills can be made during the scale year, and due notice shall be given before 
such changes. 

11. The weight of bar to be marked on the bar when brought to the mill, or scales 
for weighing bars be furnished at the option of the company. 

12. lu each tin mill a blackboard shall bo furnished, on which tlie complete weight 
of each turn shall he placed within a reasonable time after being made. 

13. All tin and black plate shall be weighed by the company after being sheared 
and opened. 


The limit oi a turn’s work of 8 hours shall be as follows: 


On gauge. 

100 pouuds. 

Nos. 8 to 11. 

. 13,500 

Nofl. 12 to 13. 

. 12,500 

Nos. 14 to 15. 

. 11, ,'00 

Nos. 16 to 17. 

. 10,500 

Nos. 18 to 20. 

. 9,500 

Nos. 21 to 24. 

. 7,500 

No. 25. 

. 6,7.50 

No. 20. 

. 6,350 


Oh 

No. 27..'.. 

No. 28. 

No. 2!t. 

No. 30. 

No. 31. 

No. 32. 

No. 33. 

No. iukI lighter 


100 )>OUIldR. 

.. 6,150 
.. 5,650 
.. 5,850 
.. .5,750 
.. .5,550 
.. .5,350 
.. 5,150 
.. 7,950 


Where 28 gauge is worked in 6 or 8 sheets to the pack 6,150 poniids shall he the limit. 

On sizes 20^ by 56 and larger an excess of 5 percent on tlie limit maybe made, but 
if not made on that turn the per cent can not be made up. 

’Xhirns l)elow the limit may be made np during the same week for that week, but 
in making up lost weight on any turn the outimt shall not e-xcoed the limit over 500 
pounds, and when the 5 per cent is made for that turn the 600 pounds can not be 
made. 

Scah of pt'Uxii for Voreit'ood nhicko. 



'I'iuiiitijj. 

Wasliing. 

i Catching. 


Cmtu. 

U 

Centif, 


















15 

15 





ST...VDARn.—A bos of 14 by 20 contaiitlug U2 nhoots — 31,360 soiiaro inchon, to bo the statidanl. 
All boson weighing over 13(1 pounds to bo paid for as overweight. 
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Amalgamated Aesoeiation of Iron and Steel Wuriere—Scale of tragee for year ending 

June SO, ISOO. 


Gauges. 

Kolling 
(2,240 1 
pounds). 1 

Doubling. 

Heating. 

I Shearing Shearing 
lonjaworj on 

1 ciocodilo squaring 
Hhears 1 shears 
(per ton .i(per ton). 

Nos. 8 to 11 . 

82.04 

i|(0.93 

$0.85 ' 

j 

, 

No.s. 12 and 13. 

2.13 

.96 

.90 

j $ 1.10 


Nos. 14 and 15. 

2.45 

1.10 

1.07 

j $0.3fi 

Nos. 16 and 17. 

Nog. 18 (0 20.. 

3.24 
3.62 

1.46 , 
1.63 

1.32 

j 

Nos. 21 to 24. 

4.02 ! 

1.86 : 

1 1.63 

) 1.05 ; 

/ .40 

Nog. 25 and 26. 

4.28 i 

1.97 

' 1.79 

\ .41 

Nos. 27 and 28. 

4.32 ' 

2.08 : 

1 1.93 


.43 

Nog. 29 and 30. 

4.90 < 

2.53 1 

2. 33 , 

.88 

.45 

No. 31.. 

5.00 ’ 

2.66 i 

2.49 

,84 

.46 

No. 32. 

.5. 22 ■ 

2.79 

2.02 

.87 

.48 

No. 33. 

5. .54 

2.93 1 

2.70 

.90 

.51 

No. 84 .. 

6. 14 : 

3.12 

2.95 

1.04 

.53 

No. 35. 

6. 4.5 ( 

3.30 1 

3.13 

1.04 

.55 


6.87 

6 . 06 




.57 

No. 37. 

3.42 [ 



No. 38. 

7, 03 

3.49 : 

:i. M 

1.02 

.61 


7.40 

3.82 

3. 60 j 

1.12 

.63 

No. 40.! 

7. 78 

4.30 

4. 20 ' 

1.16 

.6,5 

No. 41. 

7.98 ' 

4.50 1 

4.40; 

1.22 

.66 

No. 42. 

8 18 

4.70 ' 

4. 60 • 

1.26 

.67 

No. 43. 

8.38 . 

4 90 

4. 80 1 

1.30 1 

.68 

No. 44. 

8 - 58 : 

5 10 

5.00 ! 

1. 35 S 

.69 


OI TI'I T. 

Tbc limit of a tiiru's work of 8 lioiira nliall bo as follows: 


On fcauge. 100 ikhuhIs. On gnngo. 

Nos. 8 to 11. 13,000 No. 27.... 

Nos. 12 and 13. 12,000 No. 28.... 

Nos. 14 and 15. 11,000 No. 29.... 

Nos. 16 and 17. 10,000 No. 30.... 

Nos. 18 to 20. 9,000 No. 31_ 

Nos. 21 to 24 . 7, 000 No. 32.... 

No. 25 . 6, 250'No. 33_ 

No. 26 . 5,8.50 ; No, 34.... 


](I0 ponixls 

5, 650 
.. 5,150 

5,350 
. - 5,250 
.. 5,050 
.. 4,850 
.. 4,650 
.. 1.450 


/imalgamatcd .iasociothn of Iron and Workers — S(u}f of n-ages for t/ear ending 

June HO, ISOS. 


Gaugea. 


' Shearing 

Kolling ' i on jaw o'r{ 

(2,240 |J>onhliiig.! Heating. (Tucodile 


Ko 9. 8 to 11.... 
Nos. 12 and 13. 
Nog. 14 and 15. 
Noft. 16 and 17. 
Nog. 18 to 20... 
Nog. 21 to 24... 
Nog. 25 and 26. 
Nos. 27 and 28. 
Nog. 20 and 30. 

No. 31. 

No. 32. 

No. 33. 

No. 34. 

No. 35. 

No. 36. 

No. 37. 

No. 38. 

No. 39. 

No. 40. 

No. 41. 

No. 42.. 

No. 43. 

No. 44. 


pounUg). 


62.04 I 
2.13 ' 
2.45 
3.24 
3.62 : 
4.07 
4. .57 ! 

4.63 i 
.5.30 { 

5.40 I 
5.65 I 
5.99 

6.64 I 
0.97 ! 
7.43 I 
7. .52 I 

7.60 ! 

8.00 : 

8.40 

8.60 i 
8.80 
9,00 ' 
9.20 


60.93 
.96 
1.10 
1.40 
1.63 
1.86 
2.07 
2.21 
2.70 
2.84 
2,97 
3 13 
3.33 
3.52 
3.60 

3.65 
3.72 
4.07 
4.22 
4.36 
4.50 

4.65 
4.80 


j (perton). 



1 . 

2.05 
2.48 
2.66 
2. 79 
2.88 
3.15 
3.34 

3.46 
3,52 
3.58 
3.80 
4.00 
4 14 
4.30 
4.43 

4.47 


.88 
.84 
.87 
.90 
1.04 
1.04 
1.09 
1.05 
1.02 
1.07 
1.07 
1.06 
1.05 
1.02 
1.02 


{Shearing 

on 

squaring 
glieai'H 
(per ton). 


• -fO. 3t5 


.40 

.41 

. 4:1 

.4.'> 

.40 

.48 

.51 

.53 

.55 

.57 

.69 

.01 

.63 

.65 

.60 

.67 

.68 
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, OUTPUT. 

Tli(^ limit of n tnrn’e work of 8 hours shall he as follows: 


OQ gHUgO. 

100 pounds. 

Nos. 8 to 11. 

. 13,000 

Nos. 12 and 13. 

. 12,000 

Nob. 14 and 15. 

. 11,000 

Nos. 16 and 17. 

. 10,000 

Nos. 18 to 20. 

Nos.2tto24. 

. 9,000 

. 7,000 

No. 25. 

. 6,250 

No. 26. 

. 5,850 

No. 27. 

. 6,6!)0 

No. 28. 

. 5,160 

No. 29. 

. 5,350 

No. 30. 

. 5,250 

No. 31. 

. 5.0.50 


Ou gauge. 

No. 32. 

No. 33. 

No. 31. 

No. 35. 

No. 36. 

No. .37. 

No. .38. 

No. .39. 

No. 40. 

No. 41. 

No. 42. 

No. 43. 

No. 14. 


loo poiuKla. 
.. 4,850 
.. 4,6.50 
.. 4,450 
.. 4,300 
.. 4,150 
.. 4,000 
.. 3,900 
.. 3,800 
.. 3,700 
.. 3,600 
.. 3,500 
.. .3,400 
.. 3,300 


Amalgamated Auocialion of Iron and Steel IVorh'ers—Scale of wages for gear ending 

■lane St), 1S97. 


GnugoH. 

Kolling 

(2.240 

pouiida). 

DoitUiiiig. 

Hoating. 

Shearing. 

Nos. 8 to U. 

$2.04 

to. 93 

*0.85 

1 

Nos. 12 and ]3.. 

2.13 

.96 

.90 

} to. 99 

Nos. 14 and 15. 

2.45 

1.10 

1.07 


Nor. 1C and 17. 

3.24 

1.46 

1.32 

) 

Nos. 18 to 20. 

3.02 

1.63 

1.48 

\ 1.59 

Nos. 21 to 24...•. 

4.07 

1.86 

1.63 

) 

Noe. 25 and 26. 

4.67 

2.07 

1.88 

}, 1.71 

Nos. 27 and 28. 

4.63 

2.21 

2.05 

Nos. 29 and 30. 

.5.30 

2.70 

2.48 

1.76 

No. 31. 

5.40 

2.84 

2.66 

1.78 

No. 32.. 

i>. 65 

2.97 

2. 79 

1.88 

No. 33.... 

5. 09 

3.13 

2.88 

1.98 


6.64 

3.33 

3.15 

2. 20 

No. 35.. 

6.97 

3.52 

3.34 

2.20 

No. 36. 

7.43 

3.60 

3. 46 

2.46 

No. 37. 

V. 52 

3.65 

3.62 

2.49 

No. 38. 

7.60 

3.72 

3.68 

2.62 


OUTPUT. 


Tlio limit of a turn’s work of 8 hours shall he as follows: 


On gauge. 

100 pounds. 

(In gauge. 

Nos. 8 to 11. 

. 12,000 

No. 27. . 

Nos. 12 to 13. 

. 11,000 

No. 28.. 


. 10,500 

No. 29.. 

Nos. 16 to 17. 

.lo; 000 

No. 30.. 

Nos. 18 to 20. 

.. 9,000 

No. 31.. 

Nos. 21 to 24. 

. 7,000 

No. 32.. 

No. 25. 

. 6,250 

No. 33.. 

No. 26. 

. 5,850 

No.3<t.. 


100 punuda. 
.. 5,650 
.. 5,150 
.. 5,350 
.. 5,250 
.. 6,050 
.. 4,850 
.. 4,650 
.. 4,450 
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The following mlvauee applies to scale of wages paid bj American Tin Plate 
Company for years ]f)H8 and WJO: 


Blaoksniith. 

BlackMmiths' helpers. 

Carpenters. 

Cariieulers’ lielpers... 

Cranemen. 

Kleetrician. 

Grease makers. 

Assistants. 

Auncalers. 

Annealers’ helper .... 

>lachinisl8 . 

Mfloliiuists' laborer... 
Laborers’ foreman... . 

Laborers. 

Truckers. 

Wati-hmau. 

Watchman. 

Scrap wheelers. 


Hour. ! Pay. Week. Month, j Hour. I Day. 


Centt. ' 
26 i. 

m. 

22k\. 

nj;. 

15 . 


13J. 

12J.. 


$00. uu 


$12.50 , 


lit: 

15 

lu; 

12.il 


1.40 
1.25 i 


27 

I7j 

2i 

12} 

l«J 


Hi 

i:il 


Week. Month. 


.1 *75.00 


'S.V 
12 } ‘ 
10 } 
12 } 
1 .)} 


*1.45 


*1.5.87}' 


0 82 } 


1.54 I. 
1.07}'. 


Where the rate paid prior to January 1 was or less, the new rate is 15 per 
cent higher; $1.50 to $2, 12 per cent higher; $2 to $2..50, 10 per cent higher. 

In addition to this, some of the employees ineniioned are advanced 2o per cent. 

In the finishing department, including the tinners and risers, who do most of the 
work in connection with the tinning or fiuisliiugof the pl^e, theadvancesince January 
1 has been from 15 to 50 per cent, depcndoiit upon the wages in existence in tbe dif¬ 
ferent mills before the consolifiation. 


PRICKS HAVK .NOT RISEN PHOPOITnONATELY TO COSTS. 

Q. You have spoken of the advance in raw material and wages; has tlie price of the 
finished product been proportionate!—A. Proportionate to the advance in steel, 
M ire naile, etc. f 

Q. Proportionate to the advance in steel, tin, and wages; your raw material iiuil 
wages!—A. I would say no; our advance has not been so great jiroportionately. 

MOUE OF SELLING—NO DlSCRI.Ml.NATIONS IIETWEEN JOUBEIIS. 

Q. Will you explain to us briefly nowyourgener.il method of selling; tbe nature of 
the contracts that you make for sales; persons to whom you sell, and so on; the 

f eneral methods of soiling the finished proilnctf—A. The product of the American 
in Plate Company is sold from our New York and.Chicago offices, sold through 
what we call our selling agents. There is a general agent in New York, and in 
Chicago Mr. Graham has charge of it, witli sales agents under him. The contracts 
are made in the usnal form—John Smith agrees to sell to Thomas Jones so many 
boxes of tin plate, price named, delivered f. o. b. mill, terms 30 days, or 1 oil' for cash 
todays; and that is all, 1 believe. 

Q. You sell regularly to jobbers?—A. To all jobbers except the small retailprs— 
people who buy small lots. 

Q. Do yon have any agreements with any of these persons to whom you sell as to 
whether they will liny from other parties or not!—A. None whatever. 

Q. Have you refused or do you refuse to sell toaiiy jobber—any large dealer of tlie 
kind yon have mentioned—whose credit is good?—A. Wo never have; no. 

JOBBERS’ BRANDS. 

Q. Will you explain to os tbe arrungenients you have with jobbers with reforeuce 
to special brands?—A. We have no arrangements of that kind. 

Q. Do you manufacture any special brands of tin plate?—A. We do. 

Q. Were these brands acquired from special dealers?—A. We mannfaotnre certain 
brands for certain parties. For instance, we mannfactnro especial brands of terne- 
plate. They have a terneplate they have been selling for a number of years—Acme 
brand—or some such thing as that. They will ask us to Ifrand the box so and so, 
and that we will do for them. 
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THE TIN-PLATE COMBINATION;—BEID. 

Q. You do make use of these special brands for special dealers?—A. Yes. 

Q. Uuder these circuuistauces do you restrict that brand to these dealers or sell it 
to othersf—A. That is their brand. 

Q. You do them that favor of restricting that special brand ti>them?— A, Vcs; 
I think there is a little charge for tliat. 1 forget just the charge there was, and 1 
do not know whether tliere is one now or not. I pay little atteutiou to that end of 
it, and I do not remember. 

Q. Wlien you give this exclusive use of the brand to a dealer of this kind, do you 
make this obligation of your company to continue the manufacture of any brand for 
a spocial dealer contingent on his restricting all his purchases of tin and ternephite 
to your products?—A. As I romomber it now, there was some talk of that kind at 
one time, but we never closed it up. It was never closed.' 

Q. 8o, as a matter of fact, you have never enforced any such contract?—A. To 
the best of my knowledge, no. 

CONTRACTS WITH MACHINERY MAKERS. 

Q. Have you made any arrangements, any agreements, with founders and maobin* 
ists that have been working for you?—A. We have 6 or 7 machino men and roll 
makers and housing makers which we have picked out as the best makers in the 
country. Wo have a contract with them agreeing to take their entire product of 
rolls, housings, etc., made for tin plate work. There are a number of others on 
the outside Kom whom houBings, rolls, etc., can be procured.^ 

Q. You have an agreement of that kind to take the full product of some 6 or 8 that 
you considered best?—A. Yes. 

Q. Could yon give us an estimate of the number of manufacturers of a similar 
nature out8i<le with whom you have no such agreement?—A. I presume there are 5 
or 6 outsiders. 

Q. So you possibly Lave tins contract with half the manufacturers?—A. Fully 
half, yes; I should say two-thirds. 

Q. Hut there are still loft perhaps one-third of the manufacturers with whom you 
have no such contract?—A. Who are free lances to <lo as they please. 

Q. Have you any agroeinont with these manufacturers that if they manufacture 
mills for other parties they shall make no black plate for tinning for any limited 
period?—A. There is an arrangemeut, agreement, or nnderstuuding that they will 
not sell tin rolls to mills for the purpose of rolling tin plate so long as they have a 
contract with and are doing business for us. 

Q. That understanding is with these few mauufacturors from whom you have 
agree<i to take the largest ]»art. at any rate, of their output: if they sell to anybody 
else they must do it with the understanding that their macDiue is not to be used for 
the purpose of making tiu plate?—A. They are free to sell where they please out¬ 
side of tin plate. We take all the rolls they make for tin-plate work. 

VERY FEW patents. 

Q. How far are those products of which you agree to take the full amount cov¬ 
ered by patents?—A. I do not thiuk any of them. There may be a few little traps 
auil trinkets, but outside of that I do not tliink so. 

Q. Generally speaking, you think not iMiteuted at all?—A. Generally speaking. 

RELATIONS WITH THK NATIONAL STERI. COMPANY. 

Q. What are the relations that exist between th<i American Tin Plate Company 
and the National Steel Company?—A. The only relation existing between them is 
that part of the directory of tho Steel Company are members of the directory of 
the Tin Plate Company, au<l part of the Tin Plate directory are members of the 
National Steel Company’s directory. 

^ Q. What proportion of your raw material do you buy from the National Steel 
Company ?—A. I should say half; not over half, I should say. 

Q. Are the products that you buy from the National Steel Company bought under 
special contracts substantially of the same nature as tho others?—A. We buy from 
whom we can buy tho cheapest; the Carnegie Steel Company, the Federal Steel 
Company, and the National Steel Company, whichever sells the cheapest. 

Q. Owing to the fact that a number of men are directors of both companies do you 
have a freedom iu talking over conditions of business with the National Steel Com¬ 
pany that you would not have with the Carnegie Company, so that you would be 


> See Mr. Grabam, p. 851; Mr. Grlffltha, pp. 890-883. 

*8ee Mr. Graham, p.862; Mr, Wheeler. p.864j Mr. OriffithB.pp.888-890. 
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assured of getting the raw material from them f—A. It is a moans of keeping well 
posted as to iron and steel, what is going on in the iron trade. We are always sure 
when we hove a friendly relation with the National Company to get steel and not 
have to shut down; to keep the mills running. 

Q. Yon are sure the National Steel Com))any will not make a contract to dispose 
of the whole of their product to the exclusion of the American Tin Plate Com¬ 
pany f—A. For instance, last winter the Carnegie Steel Company shutdown 8 or 10 of 
our mills for a few days until the National Steel Company got to #ork and gave ns 
some work. Carnegies were oversold for a time and could not make delivery. 

PLANT.H SHUT IIOW'.V—THE .JOHNSTOWN CASK. 

Q. Will yon tell ns the number of plants of the American Tin Plate Company 
that have been shut down, dismantledf—A. There has been on^ 2-niiIl plant at 
Cleveland, two 2-mills .nt Baltimore, a mill in a second story of a bnilding at 
Brooklyn called the Somers mill I that is all 1 think of now—a little mill down the 
Ohio River called the Ohio River mill. To offset that, however, we have added 4 
mills at Monessen, Pa.; 1 mill at Cleveland, Ohio, in addition to the other mills; there 
are 2 at Cauonsbiirg, and we have started 10 now mills at Newcastle. Wo have 20 
going, with the Sbenango and others that have been started; so wo have added 20 
or 25 against 10 or 12 shot down. The reason they wore shat down is they were 
starteil by somebody who had a village lot ho wanted to sell and that sort of thing. 

Q. Did yon have a plant at Johnstown that was shut down f—A. A 2-mill plant at 
Johnstown we shut down on account of some such conditions as I have mentioned 
in regard to these other plants. When the jilant was built there, there seems to 
have been some town-lot scheme behind it. It was a bad place for us, and we shut 
it down for 5 or 0 weeks, maybe longer. A committee of citizens waited on ns and 
made some concessions with regard to something or other, I do not know how it was 
done, and enabled us to start np the mill—.some coal arrangements. 

Q. The committee waited on you f—A. Yes. They made some concessions in regard 
to coal. 

Q. In regard to the price of coal ? What was the general nature of the concession 
or advantages that they offered yon?—A. As 1 remember, if was in regard to the jirice 
of coal; I tliink we had the Pittsburg rate of freight. 

Q. Practically they offered to jiay out of their own pockets enough to put that 
plant in such condition that the establishment would be on an equality with the 
Pittsburg establishments f—A. So that wc could operate it at a profit instead of at a 
loss. 

Q. They made you an offer to put it in such condition yon could operate at a 
profit?—A. Exactly. 

QUESTIONS OF UNION LAIIOH. 

Q. Did yon close .any works .at Lisbon, Ohio?—A. No; they were shut down a week 
or two on account of a strike. It was a nonunion mill not working under the Amal¬ 
gamated scale. I do not remcrabor the facts, but I do remember the mill was shut 
down for 2 or 3 weeks; but it is now operating under the Amalgamated scale, as well 
as the other mills, with the exception of perhaps one. 

Q, Do you remember any agreement when the mill was started up that yon would 
employ union men,so th.at it opened as a union millf-r-A. As I remoiuher the facts 
now, when the Amalgamated conference took place in June the Lisbon mill was a 
nonunion mill. I think they sent a committee down to Lisbon and the mill was de¬ 
clared nniou and came into the Amalgamated; that is how it happened. I think the 
mills were shut down 2 or 3 weeks until that arrangement was made. 

Q. (By Mr. Ke.nneijy.) Do you say all the mills in your combination except one 
are operated by the Amalgamated Association?—A. 'I'hat was the mill mentionci^by 
Mr. Graham yesterday, which has a little peculiar machinery we were experimenting 
with. He explained the facts yesterday. 

Q. How many employees in this one mill?—A. I should say 700 or 800. 

Q. You have uo difficulty with the Amalgamated men in the other mills on account 
of this mill being nonunion?-A. None at alb' 

NO HECREASR OP LAHORERS PER UNIT OF PRODUCT, OR OF OFFICE FORCE. 

Q. (By Mr. Jenks.) Yon have mentioned the number of laborers in your employ 
and the amount of the pay roll being very largely increased. Have you been able, 
owing to the more efficient methods of management and other sonrees of saving, to 
lessen the number of laborers per unit of product, say, per hundred boxes; is the 
number of laborers less for every hundred boxes yon put out now?—A. I think wo 
are working more men now. 


■ Mr. ('irAimin, p.861 ; Mr. Griffiths, }>p. 904-906. 
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Q. Aro you working more men per unit of product?—A. I think so. 

Q. Suppose you take your total output as it was and as it is now; is the number 
of men employed now less iu proportion to the output?—A. I think very few, if any, 
less; there have been very few men dropped out of the various works. There is an 
oflice pay roll with each mill. One case in question is a l-mill plant where the pay 
roll in the office was $16,000 for clerks, and so on. There were some brothers-iu-law 
in there; there are a number of cases like that. Wo have got in the Chicago office 
150men, and this has taken in all the office force which was iu the various mills; 
.and instead of $16,000 pay roll for a mill like that, we have a pay roll of nerhans 
$1,200 or $1,800. * 

Q. So you have decreased the office force?—A. There have been no men cut off .at 
all. As the office force at the mill has been decrejised they have been taken into the 
New York and Chicago offices. 


SAVINGS—nil VINCi—fliEIGIlTS. 


What is the chief source of saving by the combination itself? What are the 
mam ways in which you save by going into the combinatiouf—A. There is a saving 
at the mill in the office force, and there is quite a saving in buying all sorts of sup¬ 
plies. 

Q. By being a larger customer you can got bettor rates?-A. Buying pig tin; pig 
tin is very high. Large buyers as wo are can buy tin at 2 or :! cents a pound less 
than the small buyer. 

Q. Thou there aro other sources of saving?—A. Tliere are a good many little things 
like acid; we buy, 1 suppose, $10,000 worth of .acid a mouth, of acid alone; and we 
can get it some cheaper than the little coiu|ianics do. 

Q. Is the iiatureof your product such that you can concentrate, making one product 
at one mill and another at another, and in that way save more than if the plants 
were working independent?—A. We can work terncplates entirely at one mill, and 
use another mill for coke plates. 

y. You would not consider that source of saving very largo in your industry?_A. 

Notliiiig great, except you can give a customer a little nicer plate. 

Q. By concentrating one kind of product in one mill is there any saving iu labor ?— 
A. .\one .at all, except as I said, the office force; not in the workmen. 

(?. You have two central selling offices to which .all orders are sent; are you able 
to make any material saving by shipping from the nearest plants?-A. Yes; for 
instance, if we ship from Indiana to New York, the freight rate is 28 cents a hundred 
as I remember now; from Pittsburg it is 11 cents; from Cauonsburg it is 2 cents less, 
I think. 

Q- It is your custom to ship from the nearest mill to save the freight?—A. Yea. 


t'GRMK.K METUOnS OE SUI.I.I.N'G—THE IlIG EOIIIi—lUilCES .NOW THE SAME TO AU.. 


(J. Have you been able to make a saving by les.sening the number of commission 
and traveling men?—A. I do not think, as a rule, the commission men—the travel¬ 
ing men—of the tin plate companies are very expensive. For instance, one of the 
managers or one oi the owners, if the inquiries came in by mail, would get on tho 
cars himself and go. Our company handled their business that way, and I take it 
for granted they all did. For a time it was tho rule to pay the New York jobbers 
what they call tho Big Four, a counuission for selling plates. That was finally 
given up and the only commission paid would he, for instance, where some mill 
hard up would give them a discount for cash, or some such arrangement as tliat 
“We will advance you $.50,000 or $100,000, and you give it back in piate at so much 
a box.” 

Q. You said the owners of plants or managers did the selling themselves?—A 
They did. 


Q. Are these same managers employed by the American Tin Plate Company—the 
same who have been managing the separate plants?—A. Nearly all of them; there 
aro a few that are not; not over half a dozen of them, if any, that are not employed. 

Q. Do you think there i.s any jraiii in having these men put iu a position where 
they can devote their whole time to tho mill instead of half of it to the selling?—A 
^ a bettor output, bettor plates, and it satisfies the customer better 

q, llie saving of traveling expenses also, as regards that?—A. So far as the tin 
mate companies—the 39 compauies—aro conccrneil I do not suppose the entire num- 
her of companies had 10 of what you would call regular traveling men. 

ii. You speak of the largo jobbers, the Big Four in New York, that had been prom- 
ment m the business before the organization of the Tin Plato Company. Are these 
4 jobbing houses still doing a regular business in Now York?—A. No: one of them 
IS ])ractically out of business. 

Q. Which one is that?—A. Our Kastern sales agent, Mr. Dickerson. 
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Q. Yon took one member of the firm and gave him a salary as sales agcntf—A. He 
Is our Eastern agent now. 

Q. Did you take persons from any of the other houses f—A. We took a traveling 
man that belonged to the firm of Robert Crookes & Co. as'onr San Francisco agent. 

Q. He was a traveling mant—A. What we call a road man at a salary. 

Q. Du you have any special arrangements with Phelps, Dodge & Co. at the pres¬ 
ent (ime?—A. What kind of an arraugemontf 

Q. With reference to purchases, importing any special kind of.material, or any 
special rates to them in selling your productsf—A. They buy plates at $4.(6 in lots 
0 / a,(100,10,000, and 100,000 boxes. They pay cash in 10 days, legiilardiscount. That 
is the only arrangement we have with them. 

Q. The rates are the same?—A. To eaerybody; there is no distinction lietweeu 
persons as to the price of a box of tin )>lste. 

Q. You have not any arrangement with them as to furnishing y(gi with pig tinf— 
A. We have this arrangement; so long os they furnish it os low as anybody else, we 
buy from them. 

Q. You give them the prpferencef—A. As long as they keep the prices down. 

TIIK TARII'S’—KAHLY KX'l’KRIKNCKS. 

Q. Will yon give us your opinion with respect to the relation of the tariff to the 
tin-plate industry? 1 should be glad if yon woulil go back to the first tariff on tin 
plate and explain your opinion of the relation of tliat tariff to the tin-plate industry 
as a whole. How long have you been a tin-plate mannfaoturerf—A. Since 1891; 
but active only since 1895. 

Q. If yon would be kind enough to give us the effect of the tariff?—A. To begin 
with, there would ho no tin in this country without the tariff; it would be impos- 
sibh' to manufacture it and sell it. Beginning back at the early days in 1891 and 
1892, the Klwood mill (with i>rotection at #2.20) cost $150,000, to make tin plate. 
The cost, of course, came in through a lot of Welshmen who came over here and had 
their ideas about light machinery and tmgines and all that sort of thing; there was 
a lot of machinery broken u|). Theontput wassni.all, and when tinplate wasselling 
in 189,S at $5.85 a’box, our iilate was costing ns $9 to make. 

Q. (By M r. .lEXKS.) When you fiist started the industry you imported some Welsh 
workmen?—A. Yes, the rollers were all Welsh to begin with. Now, there are, I 
should say, about 50 or 60 tier cent. A great many Americans have learned the 
trade and are gradually working in, hut the Welshman is a very jealous fellow and 
tells Just as little as ho can, anil the American h.as got to pick it up for himself. 

Q. Then, at the beginning, even tinder the very high tariff', it was difficult to start 
the industry and for a time you manufactured tin plate at a loss?—A, We manu¬ 
factured at a loss. 

Q. (By Mr. FAnQUliAit.} What was the tariff on tin at that time?—A. $2,20 a box, 
as I remcmlier. 

Q. And, now, since then?—A. Then it was pnl to $1.20, and now it is at $1.50. 

Q. (By Senator Malloky.) That is on 100-pound boxes or 150 pounds!—A. One 
hundred pound boxes. 

(J. (By Mr. FAUtp itAR.) Tlie $1.20 was under the Wilson tariff’?—A. Y’es. 

Q. And the $1.50 was under the Dinglcy tariff?—A. Yes. 

(J. (By Mr. .Jenks.) What was the eff'ect on the industry of reducing the tariff 
from $^20 to $1.20?—A. Well, in the nieantiine the American was getting his mill in 
a little better working order and getting out his plates a little hit cheaper, and 
wliilo he was running along there under the $1.20 tariff, the workmen came in and 
asked for a 15-cent raise, as I remember it now, and we had a 3 or 4 weeks' row over 
that, and the thing finally drifted along and I think they took it up down at Wash¬ 
ington and pnt it at $1.50; that is about the history of it as I reuiembor. 

t^. Do you recollect the date when the Wilson tariff wont into effect?—A. I tl«nk 
it was in 1894. 

Mr. Ken.vedy. August 28, 1894. 


PRICKS—IMPORTS, 

Q. (By Mr. C. .1. Harris.) Do yon remember the price of tin plate when the indus¬ 
try was first started in this country, say 1890 or 1888, or somewhere along theref— 
A. Well, I think, just offhand, that it was somewhere between $6 and $7. At times 
it was higher than that. 1 think at one time tin plate sold as high as $17 a box. 

Q. (By Mr. Jenks.) Wh.at is the price of tin plate now, did you say?-A. $4.65. 

Q. $4.65; is there any tin plate imported?—A. Nothing except to bo reexported. 

Q. At what price would tin plate have to bo here in order to enable tin to be 
imported at a profit for home consum|ition ?—A. You mean to ask me the price now? 

Q. Yon say the i>rice is $4.65. Ilow much higher can you pu| that price before you 
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meet competition from the other side!—A. Oh, we can pnt it on the market to day, 
I should say, 85 cente to 55 oente a box. 

Q, Higher than it is nowf-^A. Yes. 

Q. So you could run it up to $5.25 without much fear of meeting competition from 
the other side?—A. That is right. 

Q. (ByMr. Fauquhab.) Could you run it to $5.37^?—A. The price of plates f. o. b. 
New York a few days ago was $6.27J; that is, from the other side. 


WAGES OF VARIOUS WORKERS. 


Q. (By Mr. Jenks.) The question came up some little time ago with reference to 
tlie relation between the price of tin plate and the wages of the laborers. You could, 
then, if I understand you now, still increase the wages of the laborers somewhat uutll 
the price ol tin ))Iate should be forced up to, sav, $5.25, and make the consumer pay 
instead of making the laborers suffer?—A. Well, tho laborers to-day, as I reinarkecl 
a few minutes ago, are the best paid laborers in the country. Our rollers can make 
in 8 honiV work close to $10 a day under the now scale. Our entire pav roll, 1 will 
say, would be in the neighborhood of $10,000,000 per annum. 

Q. Now?—A, Yos; now. 

Q. (By Mr. Kennedy.) How many of these rollers are there and what is it that 
gives those men such largo wages; how many rollers are there in a mill?—A. There 
IH 1 roller to each mill each turn. 

Q. Jnst 1 roller?—A. Yos. Then there is the heater, doubler, and catcher, and the 
whole crew, as they call it; but tlie roller is the skilled man aud gets the high 
money. Then next to him comes th»> doubler and eatober. 

Q. What wages do they get?—A. $(> or $7 a day, ac(!ording to tlie tonnage. 'J'hey 
are allowed to make so many tons in 8 hours, for which they get a tonnage price. 

Q. (By Mr. Jknks.) You say they are allowed to make so much in 8 hours?—A. 
By the Amalgamated Association. 

Q. Do the rules of the organization hold them down to that amount?—A. Yes. 

Q. (By Mr. Clarke.) Does that work require high skill?—A. The roller is sup- 
nosed to be a skilled man. I think U’ he is real clever he can learn tho business in 
3 years from the time he starts in. 

Q. Is it hot and heavy work?—A. It is very hot in thi' summer time. 

Q. Is it dangerous to tho health?—A. Not especially, no; on the contrary, they 
arc very healthy men. * 

Q. (By Mr. C. J. Harris.) When you speak of mills, you do not moan that you 
have 1 roller for 1 establislimoutf—A. Oh, no. 

Q. One manufacturing establishment may Jiave bow many mills in it?—A. That is 
an expression we use. Wo say a 4-mill plant. Tliey would have a roller for each of 
those mills, on each turn, and perhaps an assistant roller in addition to the heater, 
doubler, etc. ' 

Q. In New Castle yon have bow many mills?—A. Fifty mills. We have 2 plants 
there. 

Q. The New Castle and the Shenango?—A. Yes; in New Castle. 

Q. Which is the largest plant you have?—A. The Sbeuaiigo plant, with 30 mills. 

Q. (By Senator Mallory.) What wages do the otlior workers got outside of the 
rolling null—tho dippers?—A. The tinners? 

Q. \os. A. Tho tinners are paid on a scale. They have a union or federation of 
labor that controls them, and tho same scale is paid in all mills. The price is so 
much per box, and the tinner to-day would make, working his turn, I understand, 
from $2.50 to $3, aud then his helper would make$2, or somewhere in that neighbor- 


Q. Is that about the least wages that any of them get?—A. No. 'J'hcn there is 
the packing house and shipping house, and what we call around the mil) the labor 
gang, which might bo, perhaps, 1.50 or 200 men all the lime. 

Q. They are not skilled?—A. Oh, no; just common laborers. 

Q. For the labor that you class as skilled $2 to $2.50 is about the least, is it?—A 
Yes; that is, really in the tin house they have no right to be regarded as skilled 
l^crers. In the El wood tin house, for instance, 19 out of 20 of them are boys taken 
ott the farms or oft the streets, and all they do toward operating the machines is lust 
simply to take hold of a pair of tongs and put a piece of sheet in between the rolls, 
and the other man gets it on the other side with a pair of tongs and puts it on a 
cleaner. As I say, they were taken off the farms and tho streets of country towns 
Burroundiiiff to do this business. ^ 

Q. (By Mr. Jenks.) About how long does it take them to become skilled?—A. 
1 wo or three months. 

Q. did you say was the wages that you paid to the unskilled laborers?—A. 
The outside men knocking around the works? 

Q. Yes.-A, $1.40. 
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Q. That is really the lowest you pay for any helpf—Ar Yps. 

Q. (By Mr. Farqoiiar.) Is that $1.40 the wages paid the womea and children in 
your packing house!—A. Oh, no; the women make so much per box, and the girls 
make about $1.25 per day. In fart, the work has been so plentiful and steady that 
they do not want to hire out in these towns to do housework. They all want a job 
in the tin shop. 

Q. (By Mr. JENKS.) Do you employ any children!—A. The laws of the the different 
States—I do not know exactly as to the West Virginia laws, but West they are not 
allowed to employ anyone under Id years of age. 

Q. But you do employ young persons as young as 16!—A. Yes. 

Q. What workdothey do!—A. Well, they are grease boys around the mill. There 
is a great deal of grease used in connection with the rolls, and they are working in 
these boys for this kin«f of business, etc., and so on. 

Q. (By Mr. C.J. Harris.) Including your whole help, what sjionld you say the 
average wage was per day! Yon say they are the best paid people in almost any 
line.—A. \Vhat I said w-aa this, th.at the rolling mill men in a tin plant were the 
best paid men in the irgn business in the country. Now, then, taking in all the 
labor and aver.aging it up-is that what yon mean! 

Q. Yes; all the employees-girls, boys, women, and men—what would it aver- 
age!-A. I should say $2.50 per day. 

WAGK.S IN AMKRICA A.ND I.N WALE.S. 

Q. (By Mr. Kennedy.) What would the roller who gets $10 in this country formerly 
receive in Wales!—A. My recollection is that their scale over tliere would be about 
$3.50 per day, as against $10 here. 

Q. (By Mr. JENK.S.) That is your present scalc?—A. Yes. 

y. (By Mr. Kennedy.) Do you know uiiythiiig about the differouce in the cost of 
living in the two connlriesf-A. I do not. I do not know how they live over there, 
but the rolling mill men in this country live just as well as men worth $160,000 or 
$200,000. They arc right up to date; they have got pianos, horses and buggies, and 
everything of that kind. 

Q. (By Mr. C.J. Harris.) Lace curtains in the windows!—A. Yes; laceenrtains 
in the windows, all of them. 

WE HAVE THE MONEY AND THE TIN, TOO. 

There is one thing I should like to call the attention of the comroission to, and that 
is this: Of coarse yon have all thought of it, that there is one thing that tin plate 
has done; it has kept about $30,000,000, or a little more than that, now perhaps 
$.35,000,000, from going out of the Utiited .States to the other side. That money hits 
been spent herein labor and in buying steel, which it takes labor to make; and buy¬ 
ing .acids, which it takes labor to make,; and running on down the list^ which repre¬ 
sents a great many more people than those actually paid by the .American Tin Plato 
Company. 

Q. (By Mr. Clarke.) If wo sent that money out of the country, what should wo 

S et for it!—A. We get tin back, and this goes into tomato cans to be thrown over 
le fence. 

Q. By keeping it here we have that and the tin, too, do wo not!—A. We have the 
money and the tin; yes. 

nilCES REDUCED. 

Q. (By Senator Mallory.) Yon have done all this, and at tlie same time yon have 
produced tin plate to the consumer at a less rate than you did before yon established 
these tin-plate plants?—A. As I understand yonr (inostion, you asked me if we are 
selling tin plate now at a lower price per box than before the tin-plate plants were 
operated on this side? 

Yen. —A. We are selling, and have been selling, tin plate at $2 per box right 
along below the price before the mills were operated on this side, and I would say 
that our price now is from $1.50 to $2 per box—understand, I am not giving yon the 
exact iigurcs—$1 ,.50 to $2 per box below the average price, before it was manu¬ 
factured in this country. 

FIFTY CENTS DUTY TO .SPARE AT P.TESENT. 

Q. (By Mr, Jenks.) I nnderstand from what you say in reference to the tariff, that 
yon could still put the price of tin plate, a box, about ,50cents higher than it is now 
before there would be any importationf—A. Oh, yes. 

fj. On the present basis, then, there is half a dollar nut of $1..50 tariff that you 
would not really need just now?—A. Well, that would do, figuring it that way. I 
do not know whether you have just got tlio right idea in figuring it that way. 
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Q. (By Mr. C. J. Harris.) If they shonld lower the price and introduce their tin 
here at a less rate—say $4.65'-yon would not have any margin, would you f Suppose 
these other men from Wales lowered their price 50 cents, then you would not have 
any margin to nlay on, would you f—A. None at all. That, of course, is the danger 
of the other siae. 

Q. (By Mr. Jenks.) Under the present conditions on the other side and on this 
side, there is half a dollar yon do not need?—A. Yes; but it is liable to come off any 
day in a drop of price in Welsh plate, 

LAIIOR AND STEEL CHEAPER IN WALES. 

Q. (By Mr. Farquhar.) Is not the price of raw material just as high to the Brit¬ 
ish manufacturers as American ?—A. They pay exactly the same. 

Q. (By Senator Mallory.) How about steel billets?—A. Well, the steel billets, I 
will say, they pay a little less for. Their labor they pay over a third less.’ 

Q. (By Mr. .Iknks.) Then the main difference between prices in England and here 
is the difference in labor?—A. Exactly. We pay $2 here and they pay about$1.35 
there. 

Q. (By Mr. C. J. Harris.) .lust now are not steel billots a little lower over there 
than they are here?—A. I just said they were. 

Q. But as a general average? Of course, this is rather an extraordinary time here. 
As a general average how would the two countries compare?—A. Ordinarily tliey 
are much lower. 


THE DEMAND CAUSED THE RISK OF PRICES. 

Q. (By Mr. Farquiiar.) In a business way, how do you account for this great 
advance in the raw material that enters into steel, and the pro<luct itself, from the 
mine down? Have you studied tliis a<ivance and what brought it about, what the 
necessiticiR were, etc. ?—A. What brought it about? The deinaud. 

Q. The demand?—A. Thedomand. The consuiiijitiou has been greater than tlie 
supply fora year. 

0. After the supply, what do you look for? Falling rates?—A. I certainly do not 
oxpe(^t these jirii es to hold up always. I think we are all right for this year ami 
next. 

Do you suppose it is possible to sustain the present i»rico of billets for 6 
months?—A. Ido; yes. 

FIRNACES ANl) MILLS INSUFFICIENT FOR THE PRESENT WANTS OF THE COUNTRY. 

Q. Will not the fact that there has been an immense forwarding of ore from the 
northern Michigan mines and northern Minnesota mines to Pittsburg and other cen¬ 
ters bring down this steel-billet price?—A. Well, tliey would have to build new 
steel plants, you know, before they could use the ore. I know of only one that is 
being built, and soiiio plants enlarging; and to build a new steel plant would take 
2 years, perhaps longer, and longer than that if they built their own blast furnace. 

Q. Is it given as a business reason, as the cause of the rise, that there was a scarcity 
of the ore itself, or was it the insulhciencyof the mills to fill thedemaud tbatcame?— 
A. I think that the wants of the country wore greater than the ability of the mills 
to supply, and have been for a year. 

Q. (By Mr. FAiuiUiiAU.) The question is this, for the general public and all of us: 
Whetlier you business men see now the turning of these high prices, whether in 
respect to tin or steel?—A. See a turn in the price? 

Q. Yes.—A. (’oniing? 

Q. Yes; coming,—A. No, sir; I do not. 

Q. Do you think the present pi ii^es will be sustained during this whole season and 
next year?—A. 1 think the present prices will run through this present year and at 
least half of the next year. 

THIS COMBINATION NOT DUE TO THE TARIFF. 

Q. (By Mr. Kennedy.) According to your testimony the tariff has established this 
great industry which employs a large number of workmen at exceptionally good 
wages, aud gives this product to the people at a considerably less price than prior to 
1890. That being true, should you say that the tariff has had anything more to do 
with bringing about this business combination which you have entered into within 
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the past year than it bad to do with the establishment of lik^ combinations in the 
oil trade of this country!—A. It certainly had not. 

Q. (By Senator Mallory.) I understand that before the formation of this oombi> 
nation of which yon are president there was very little profit in the tin-plate business 
in this country!—A. Before our present organization was formed! 

Q. Ves; very little profit; that some were making no profit, and those that were 
making a profit were just barely making a profit!—A. Some few were losing money.* 

KXPORTINO TIN PLATE IS FAR IN THE FUTURE. 

Q. What was the date of your completion of this American Tin Plate Company!— 
A. I think the 6th of Jaryiary. The organization was completed in December, but 
I think the last bunch of companies was taken in on January 6. 

Q. Now, from your observation, what is your opinion as to the alj^ility of a combi¬ 
nation such as the American Tin Plato Company to manufacture tin plate on an even 
basis, or a nearly even basis, with foreign manufacturers?—A. Well, of course, it is 
the desire of all big companies to reduce gradually the price at which they can sell 
tbeir product rather than put it up. Of course, high steel and high ]iig tin and high 
labor and high sup}>lie8 oiall kinds, not only in the tin-plate and steel business, are 
going to keen things up for a time; then these big prices will come down. 

Q. Well, tue higher prices affect the foreign manufacturer as well as you. There 
is very little difference iii the price of steel billets and pig tin to the Kuglishand the 
American manufacturer; so I take it these things are )>retty nearly on a level, as far 
as the raw material is concerned?—A. Yes. 

Q. Now, what I want to get at is this: Do you tbiuk the time will come when you 
can compete with England and any other tin-plate manufacturing country in the 
foreign markets—ship your surplus out of the United States!—A. It is a good way- 
in the future, a long way in the future, so far as that goes. There w ould have to be 
.a great many economies and things brought about. We are handicapped, to start 
with, on one thing, and that is the labor ({uestiou, and that is one of the big things 
in the case of tin plate. 

Q. Well, to day, so far as this market is concerned, you are underselling the Eng¬ 
lish?—A. As the market stands. 

Q. I wanted to see if there w§s a probability that you would be able to manufac¬ 
ture at a rate sufflciently low to make ns anticipate that in that line of manufactures, 
at least, you would be able to compete in foreign countries in a not remote future.— 
A. It is in the long future, I should say. 

Q. Then we shall not go into the tiii-plati; husim-ss in eompolitiou with the rest of 
the world for some years?—A. Not for some years. 

WK CONSUME TWO-TIIIUUS OK THE TIN PLATE OK THE WORLD. 

Q. tBy Mr. Clarke.) Do you know what proportion of the worUEs product of tin 
plate IS consumed in this country?—A. Well, they have something over 400 mills, 1 
think, on the other side, against 300 on this. I understand they are operating about 
the same number of mills that we are. Onr production would be 30 per cent more 
than theirs with the same number of mills, taking thorn as they run, uuderstuud; 
and we shall consume in this country this year oyer 9,(X)0,000 boxes of tin plat-e, so 
yon can figure about what it is. 

Q. Should you say we consume 60 per cent at least!—A. That would he my opin¬ 
ion, roughly; so I will say that we consume in this country practically two-thirds 
of what IS consumed in the world. 

Q. The home market is constantly increasing in extent?—A. Constantly increas¬ 
ing; and we also consume, as you know, some foreign plates that go out of the 
country again and bring rebates—in which moats, vegetables, etc., are shipped—so 
that the consumption over here would he fully two-thirds. 

NEW YORK PRICE AND PRICE AT MILL. 

Q. (By Mr. .Ienks.j You have said that you would furnish us some prices of tin 
plate for some years back. Would tlie prices you would furnish presumably be New 
York prices, or on a basis of prices elsewhere?—A. They would be New Y'ork prii^es. 

Q. And what clifi’ercnee should one make in order to compare the New' York prices 
with the prices you (^uotel—A. Eleven cents. The Ne\/ York prices would be 11 
cents over the mill prices. 

THE COMPANY AND OUTSIDERS—OUTPUT AND CAPACITY. 

Q. About what part of the output of tin plate of this country does the American 
Tin Plate Company control?—A. About 90 per cent. 


* See Mr. Griffiths, pp. 896-898, doO; Mr. Taylor, p. 941. 
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Q. How many plants are ther® outside f—A. 1, 2, 3, 4, 5—1 think 6. 

Q. Bo you know how many mills there are in these plantsf—A. 12,18, 24,27. 

Q. About 27 or 28 millsf—A. Yes. 

Q. How many have youf—A. We hare 300. 

UNITED STATES 11X PLATE COMPANY. 

Q. What is the Tluited States Tin Plato Company? Bo you know of such a cor¬ 
poration?—A. The United States Tin Plato Company, the old llnited States Tin 
Plate Company, was a concern at Bernniler, Pa., wliich now belongs to the Ameri¬ 
can Tin Plate Company. The present United States Tin Plate Company was organ¬ 
ized at Trenton, N. J. The charter was token out by myself, Mr. Bill, and Mr. Leeds. 
I believe wo were the ones that signed the original papers, in order to protect the 
name. 

Q. So it is not an active organization?—A. It is not an active organization. 

Q. Is there any other similar organization?—A. The United States Tin Plate and 
Stamping Company. 

That is the same kind of a corporation?—A. Yes. 

Q. The corporation is organized simply to protect the name against any rivals 
that mi^ht come in?—A. Yes. 

Q. Will you see that the commission is furnished witli a copy of ycmr charter and 
by-laws complete?—A. The charter and by-laws Mr. Bill will furnish you a copy of.‘ 

AITEMPT AT TIN-PI.ATE MANUFACTURE IN 1874. 

Q. (By Mr. Clarke.) Was there any tin-plate industry in this country pinor to 
18!)0; had there been at any time?—A. There was not. 'I'here was an attempt made 
to make tin plate, X think, at Bemmler, i^a., in 1874, but before 1890, as to any quan¬ 
tity, no, and a few years before that, none. - 

Q- (By Mr. Fauquhar.) How much money was involved in the Bommlor plant?— 
A. T should hardly be prepare<l to say, but I think not over $100,000. 

(^. Bo you know whether or not it paid a profit at any time?—A. I hardly think 
so. Mr. Cronineyer ran the plant. He was a tin-plate man in the early days, and 
agitated the tiling as a tariff man. He was the man who attempted to make tin 
plate at Bemmler. 

Q. Do you know whether or not the English manufacturers issued a circular to 
the trade in this country at that time, saying that whatever price the American 
manufacturors made they would moke a lower one?—A. I do not know. If there 
was any such circular issued I never heard of it. 

Q. Those mills wore oblige<l to shut down because they could not make a profit?— 
A. Well, it was only a small attempt, a little l-horse plant, you might say. They 
shut down and went out of hnsinesN. 

Q. It was not an object for capital to embark in the business, thou, until after 
18fK)?—A. That is correct. 


CAPITAL OF OUTSIDE CONCERNS. 

Q. Bo you know the amount of capital that is embarked in the business in this 
country at the present time?—A. I do not know what the working capital of some 
of those outside plants might be, but I suppose they are carried by some steel com- 
paiiy or somebody—T should imagine so—and that being the case, 2 should think 
there is $2,500,000 outside of the American Tin Plate Company; maybe not over 
$ 2 , 000 , 000 . 

PREFERRED STOCK AND COMMON STOCK—OOOD WILL. 

Q. In forming the American Tin Plate Company, upon what basis did yon issue 
the preferred stoi^k and common stock? That is to say, what did yon consider that 
the common stock paid for, and what did you consider that the preferred stock paid 
for?—A. The preferred stock and common stock did not pay for anything. The pre¬ 
ferred and common stock was purchased from Judge Moore, who had bought these 
plants for cash. 

Q, (By Mr. Clarke.) Then the preferred stock paid for the plants, did it not, 
practically?—A. He paid cash for tne plants. 

Q. He paid cash for the plants and yon paid him?—A. He sold the stock. 

Q. Did yon not consider that the preferred stock practically paid for the plants, 
for the tangible property?—A. As I have already said, Judge Moore paid for the 
plants in cash. It was a cash transaction. However, if an owner of tin-plate prop¬ 
erty would come to him and say, “ I do not care for mine in cash; I will take so many 


' Soe appendix. * See Mr. Griffiths, pp. 887,899. 
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sliares in stock,” he would got from him a share of common and a share of preferred 
stock for each $100 that he did not take out in cash. 

Q. No matter how many transactions were involred in it, and by what elroumlo- 
cntion it was brought about, as a matter of fact, did you not consider ^nerally that 
the preferred stock paid for the tangible property that was acquired!—A. Well, if 
a mill had $100,000 cash coming to it from Judge Sloore and he gore them $100,000 
in preferred and $100,000 in common stock, that man would know that he was getting 
preferred stock for bis $100,000, and whatever he got beyond might bo said to be so 
much bonus. 

Q. Was it not considered that the common stock was represented by the good will, 
the opportunity to do business and make money!—A. I suppose it was. 

Q. How do yon estimate the relative value of the tangible property and the oppor¬ 
tunity to make money! Which is the greater!—A. Well, it would depend somewhat 
on the property, the conditions, etc. It would be a pretty hard matter to give an 
answer on that, on 1, 2, 3, 4, 5, 0, different factories, I think. Some would be worth 
a good deal more than others. 

Q. Look at it in this light for a moment; If a mill should be destroyed by Are, or 
a cyclone, it could be rebuilt for half a million or a million dollars, perhaps. If the 
business should be destroyed by some untowanl event, what would the mill be 
worth!—A. The mill would not be worth anything, unless yon could find a buyer 
coming along to take it off your bands after tlie business was gone. 

Q. Very well; then, you consider that the good will, the business, the trade built 
up, and the opportunity to continue it, are worth more than thu mill .and all the 
machinery in it!—A. Not in ail cases; no, sir. 

PRICES OF PLANTS COVERED GOOD WILL AND ALL. 

Q. (By Mr. Jknks.) If I understand you correctly, you said that these plants were 
bought by .fudge Moore on a casli basis?—A. Yes. 

Q. If a mail had got an option on a plant for .$100,000 in i-ash, he could take that 
cash and quit busiuessf—.\. Yes. 

Q. If he preferred to take instead of cash $100,000 worth of preferred stock and a 
$100,000 in common stock, he could do tliatf—A. Yes; Judge Moore would let him 
have it. 

Q. The price, then, that Jud^e Moore and these tin-plate manufacturers agreed 
upon was on a cash basis, and that would include, would it not, the value of the 
plant and thi' value of the business in general?—A. Good will and all. 

Q. The good will and all?—A. Yes. 

Q. So that, as a matter of fact, the price that was agreed upon, the cash price 
agreed upon, would mean botli the value of the plant itself and the good will?—A. 
Certainly; yes. 

STOCK REPRESENTS 3, 4, 5 TIMES THE CASH VALUE OF THE PLANTS THEMSELVES. 

Q. At the time when the American Tin Plate Company was organized, was it the 
presumption that if the Tin Plate Company were organized the business would be a 
fairly protitable one? Were times good enough so that it seemed as if the business 
would be a profitable one if they could get this organization throngh?—A. It seemed 
so; yes. It seemed that there would be a great deal more money in the business than 
there had been in the past; tlnire would be no cutting of prices, cutting down to a 
lasing basis. 

Q. When the difl'erent manufacturers were negotiating with Judge Moore for the 
sale of their plants, was that taken into consideration by them?—A. Yes; they were 
looking to him to put it together, and were very anxious to have him, and that was 
taken into consideration. 

Q. It was also true that the prices they would agree upon would be, presumably, 
in most instances, higher than they would have been if they had been going to'Sell 
their plants to another private individual without a thought of this combina¬ 
tion!—A. If they were .just selling individually, yes. 

Q. Without thought of a combination, they would have been willing to sell lower 
than they did sell to Judge Moore?—A. I think so; yes. 

Q. It was worth more in the combination and so they got more for it!—A. Yea. 

Q. If we were then to speak about the proportion ot the stock that is represented 
by the real value of the plants themselves, under ordinary conditions of businesa, 
without combination, the presumption woulil be that the shares of preferred and 
common stock, taken together, would represent 3, 4, or 6 times what the cash value 
of the plant itself alone would bo under ordinary conditions.—A. Well, whatever 
the case might be, 1,2,3,4, 5. Presumably there were cases where preferred and 
common stock would represent, we will say, 4 times the cash value of the plant 
itself, under ordinary conditions.' 

Q. Counting both at par, you mean?—A. Yes; counting both at par. 


' See Mr. GriHil Iih, p. 911. 
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$5,000,000 WORKINO CAPITAL. 

Q. (By Mr. Clarkk. ) Waa any of the working capital derived from the sale of 
common stock f—A. No. 

Q. None whatever!—A. Why, the working capital was derived from Judge Moore 
for all of this stock. 

Q. (By Mr. JENKS.) Now then. Judge Moore, as I understand, when he presented 
this plan to the diiferent tin-plate mahufactnrers for the organization of this com¬ 
pany, was to furnish these plants and so much working capital!—A. Exactly. 

Q. How much working capital!—A. About $5,000,(KW. 

Q. He was to turn over the plants and $5,000,000 capital!—A. That is it exactly. 

Q. (By Mr. C. J. Harris.) Have you got $6,0(K),000!—A. Wo had about $5,000,000 
when we started. 


INCREASED COSTS CAUSED THE RISK OF PRICES. 

Q, (By Mr. Farquhar.) In the course of some questions that wore asked of you in 

sport to the low prices of tin, around $2.60, $2.75, $:1.20, $3.87(, .$4.25, and up to 
$4.65, you gave a general answer that these advances were caused by the demand f — 
A. By the advance in the price of raw material. 

Q. But the demand was the cause of bringing the prices up ! 

■ The WlTNE-ss. The demand for what! 

Mr. Farquhar. For the plate itself, for the flnishod product. 

The Witness. Well, I would hardly put it that way. The prices were put up 
because the steel, the labor, and the pig tin that went into it, nil cost more money. 

Q. Yes; I am looking at the reason. Then the second part of the question was 
this; Did the cost of steel billets advance comparatively as largely as your price 
tor tin plate!—A. It did. 

Q. Did the price of the pig tin advance relatively with your prices!—A. Pig tin 
more than doubled in price. 

Q. Did your advance in wages relatively follow this rise!—A. Wages were advanced 
in some cases 15 and in some cases 20 per cent. 

Q. So that you would answer that your advance from $2.60 to $4.65 is a normal 
advance!—A. Correct. 


what induced the combination. 

Q. Now, that is settled. The question was asked you what were the reasons why 
you went into this combination, and I desire to ask yoii a ijuestion or two there. 
Did you keep in view the fact that this was a thoroughly protected industry, an 
iudnstry built by the taxpayers of the United States!—A. Had we that in view! 

Q. With that in view, they claim that a trust or a combination in any business in 
Europe or hero results from three great factors—lower prices, overproduction, and 
diminished proHts. Did all or any of these throe iuUuence you to make the combi¬ 
nation !—A. Diminished probts certainly did. 

Q. Well, did overproduction!—A. Yea—no; overproduction did not. 

Q. Would yon answer plainly whether your intention was to eliminate or control 
competition!—A, Neither. 

Q. Neither!—A. Neither. It was for the purpose of getting together to do away 
with foolishness in making prices, and competition, I suppose, would enter into 
that, although there is competition now in the held against ns. 

Q. Did yon not answer that it was the fierce competition that drove you to make 
a combination !—A. Didn’t I! 

Q. Yes.—A. A short time ago I said that competition, perhaps, was one of the 
factors that entered into it. 

Q. Yes, and that yon made this combination in order that you might make prices 
stable and secure more for yourselves than yon could with open competition!—A. 
Certainly; yes. 

THE OUTSIDE MILLS CAN NOT MAKE TIN PLATE FOB WHAT THE COMPANY SELLS IT 

FOB. 

Q. Do yon think the general public have shared in any of the economies that you 
have inaugurated in your production of tin as prices stand to the consumer to-day !— 
A. Well, the public are paying more for tin plate than they did before the organiza¬ 
tion of the company, bnt the reason they are doing that is the cost of the supplies 
that enter in. 

(J. You would say, then, that this advance in the price of tin plate to the consumer 
is not arbitrary on the part of your company !—A, Not at ail. 

Q. But follows naturally in the course of business !—A. Correct. 
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Q. Controlled naturally by tbe cost of the raw material and by the demand f—A. 
Not so mneh demand as the cost of raw material and the price of labor. 

Q. Yon would answer that it was not the opportunity to suppress competition that 
caused yonr organization f—A. I did not say that. 

Q. Yon do not say tbatt—A. Well, we never for a moment thought that we should 
not have competition. In fact, there were mills out, and are now, as competitors; 
but it was to get a number of mills together that would regulate that very much, 
.and not only in buying and selling tin, but in handling supplies, and handling the 
business in a very much more satisfactory way. 

Q. Uo you not practically now, in yonr great organization, name the prices of tin 
plate to the consumerf—A. We do; yea. 

Q. You do not find in the market now, with even the free competition that exists 
against you, that there is any material cutting of pricesf—A. Not at all. 

Q. If your organization was not as strong as it is, of course price# might be ontf— 
A. No; not so. 

Q. Whyuotf—A. For this reason: I think that with the competition we have 
to-day we can make our Own prices, of course. I hardly believe that the outside 
mills to-day, with the facilities they have for handling, can make tin plate for what 
we are selling it for. Now, there may be some mills operating and making tin plate 
and consuming it, and there may be some mills making tin plates fur their own use, 
in the manufacture of wares, like the Harrisburg mill, for instance, and all that sort 
of thing; but I do not believe, with the present prices of raw material, they can make' 
tin plate and sell it to the public as cheap as we can. 

OCTSIDE NONt'NION MILLS AllK NOT CUTTING PRICES. 

Q. As labor enters largely into the cost of tin plate, do you know that these 
opposition mills, os we may call them, now pay union wages! Are they on the same 
basis as yon as far as the payment of the scale is concerned t—A. I think that part 
of them are. I think part of them are nonunion mills running on nonunion scales. 

Q. What proportion do you think are nonunion f—A. I should say half of them. 

Q. Do these nonunion nulls that pay nonunion wages endeavor to cut below 
yonrratesf—A. In selling tin plate? 

Q. In selling tin plate.—A. Ni), I do not think they do. In some cases they sell at 
a slight percentage above our prices. 

Q. Quality for (iiiality?—A. Yea. 

Testimony closed 12.25 p. m. 

The commission was called to order at 2.30 p. ro. by Mr. Clarke, who presided. 

Mr. Daniel G. Reio recalled. 

( O.ST Of A PLANT AND NECESSARY WORKING CAPM AL. 

(By Mr. Jenk.s.) It has been suggested by some of the commissioners that they 
would like to know what would be the cost, as near as you can estimate it, of put¬ 
ting up a plant to-day, we will say a 10-mill plant, in a pretty good place, say 
Pittsburg? What would be yonr estimate of the cost of a 10-mill plant?—A. It 
would be a very bard question to answer, for this reason—I might answer it in this 
way; The cost of a 10 mill plant was $400,000 a year dr two years ago. I should 
estimate now that it would cost 60 to 75 per cent more. 

Q. You would say, then, that the cost of a 10-mill jilant at the present time would 
be about how ranch, in round numbers ?—A. Well, based on that estimate, I should 
say $.500,000 or $600,000. 

Q. Do yon include real estate in that?—A. No; I should not include real estate. 

Q. That excludes real estate?—A. Excludes real estate. 

Q. Suppose you should put up one of doable that capacity to-day, a 20-mill plant, 
would you estimate the cost of that at twice as much?—A. I think it would cost a 
little more than twice as mneh, ou account of heavier engines. 

Q. Rather more than twice us much?—A. Yes. 

Q. (By Mr. Kennedy. ) Is it more as compared with the former cost, the increased 
cost of materials? You said that of Ihe mill that cost $400,000, thecost is increased 
by 65 per cent, and you estimate the cost of a mill, a new mill, at between $500,000 
and $^,000. 

Q. (By Mr. Jenks.) Did you intend to give your estimate on the cost of building 
the mill 2 years ago at $400,000?—A. It is a very hard question to answer. I said 
$400,000 would be the cost 2 years ago, and I said that now it would be $600,000 or 
$600,000. Of course, that is assuming a great many things; it is guesswork. 

Q. (Canyon give any estimate of the amount of running capital that is required 
to carry ou e£9ciently tbo work of a tin-plate mill? Snpposeave take, for example, 
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one that would cost lialfa million dollars. Wbat would yon consider a fair amonnt 
of capital to handle that business well f—A. It would take$25,000 per mill to handle 
it right. 

Q. $26,000 per mill?—A. Yes; at the very lowest figures. It might be possible it 
would take more than $25,000 per mill now on account of the exceswive cost of 
supplies. 

6. I understood you to say that was the very lowest cost?—A. Ves. 

Testiniouy closed. 


Washington, J>. C., Xot'emher If), 1,S09, 

TESTIMONY OF ME. WILLIAM GEIFFITH8, 

Manufacturer of tin plate. 

The commission mot at 10.50 a. m., November 16, 1890, Senator Kyle presiding. 
Mr. William Grifiiths, manufacturer of tin plate, being duly sworn, testified as fol¬ 
lows: 

Q. (By Senator Kylk.) You may state your full name and address.—A. William 
Grifiiths, tin-plate manufacturer, Washington, Pa. 

SALK OF PLANT TO TIIK AMRKICAN TIN PLATK COMPANY—TERMS AND CONDITIONS 

Q. (By Mr. Jknks.) How long have yon been engaged in tin-plate manufacturing? 
A. In the manufacture of tin plah^ proper I have been engaged upward of 11 years. 

Q. Have you bad auy connection in business with the American Tin Plate Company! 
A. Only as far as the surrender of the plant that 1 was interested in is concerned. 

Q. You mean that you sold out a plant to the American Tin Plate Company?—A. 
That is my meaning. 

Q. Is there any special reason for using the word ‘‘surrender?” Didyou consider 
yon were compelled to sell?—A. Not as far as the American Tin Plate Company is 
enucerned; ouly as concerns my connection with my partners. There was a dispo¬ 
sition on their part to be absorbed and an iudispositioii on my part. Not having a 
lu^ority of the stock I simply surrendered. 

Q. In the purchase of the plant in which yon were interested did the tin-plate 
company make any conditions with reference to further engagement in the tin-plate 
industry by either yourself or partners?—A. lu their first approach they did. 

Q. They asked that you should not engage further in tue business?—A. They 
named in the option that was first given us fbr our consideratiou a period of 15 years 
in which we should not engage in the luisiness, either in making tin plate or any of 
the by-products that constitute the character of tin jilate. 

Q. In the contract that you finally made with them for the sale was there any 
such provision?—A. Not to my knowledge; no, sir. It simply referred to the ^ans- 
fer of onr plant without auy of the conditions that you speak of. The business was 
aonsninmated with such rush and haste that they did not even afford us time or 
opportunity to examine the papers we w'ere called upon to sign, simply stating that 
they related exclusively to the transfer of onr property, 

Q. With whom did you conduct these negotiations for the sale of your property?— 
A. Almost exclusively with Judge Moore, of Chicago, and bia copartner in the forma¬ 
tion of the scheme or project, Mr. Wheeler, of Chicago. 

Q. Were the contracts made for cash prices?—A. They were made for cash, with 
the option of taking stock in the now company. 

Q. If you exercised the option of taking stock, on what terms was stock to be 
taken ns compared with the cash prices?—A. They gave an amount of stock known 
as preferred stock representing the cash consideration that was offered you, and as 
a bonus they gave you the same amount of what is known as common stock. 

BUILDING A NEW PLANT. 

Q. Have yon since the selling out of your former plant to the American Tin Plate 
Company started a new plant?—A. I have, sir. 

Q. You are engaged in active business now in opposition to them?—A. I am 
®D^®g®d in the active work of bnildiug. 

Q. YOU have not begun mauufacturiugf—A. Not as yet commenced themannfac- 
ture of tiu plate. 
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RELATIONS BETWEEN MACHINBRT MAKERS AND THE AMERICAN TIN PI^TR COMPANY. 

Q. Hftve you iu couneotion with the building of this plant found any difficulty iu 
seonriDK on tills side of thu water the necessary machinery for equipping your plant!— 
A. Oh, 1 may iinequiyocally say no, as far as representative machinery is concerned. 

Q. You judge, then, that so far as the building of new plants in opposition to the 
Americau Tin Plate Company is concerned they have not seourea a monopoly of 
the equipments for tin-plate mills t-^-'A. Not an absolute monopolyno, sir. 

Q. They have secured enough of it so that it, iu your judgment, is a serious hin¬ 
drance to competition?—A. Yes. 

Q. Is there any patented machinery used in connection with tin-plate manufac¬ 
ture which they control ^A. None that I know of of any valne, with the exception 
of what is known as the pickling machine. 

Q. Is there a patent on that?—A. There is on the pickling maobitie. At the same 
time there are other machines in the market that are notprotocted by patent which 
are fully equal to the machine 1 speak of. 

Q. So that iu the controPof that patent they really are not seriously hampering 
any competitor iu manufacturing?—A. No, sir. 

Q. You said that you think they do control so many of the manufacturers of tin¬ 
plate ma<^hinery that it is a serious obstacle?—A. Yes. 

Will you explain a little more fully?—A. Yea. In the first place, the represent* 
ative founders and machinists whoso business it is to build machines and e(|uipment 
for tin-plate mills have been formed, at the instigation of the American Tin Plate 
Company, into a compact. That compact prevents any outsider or any independent 
concern from securing machinery from those parties. There are 13 parties in that 
compact.' There are 2 outaide of that compact, or wore 2 a short time ago; 1 in 
Philadelphia, the Philadelphia Roll and Machine Company, and a firm that struggled 
for a manufacturing existence for some years and was very little patronized, known 
as the Wovst Penn laundry and Machine Company, at Avonmore. I have good reason 
for believing that the Avonmore Foundry and Machine Company is dominated by 
the American Tin Plato Company. Within tho last 2 or 3 weeks there has been put 
into operation a concern outside of the compact to maunfactiire exclusively the 
equipment that you speak of. In securing the mill machinery, the rolls that you 
speak of, I secured services from tlie Avonmore Foundry and Machine Company. 
That was a weak and struggling (mucern, and I presume, in the beginning, the 
American Tin Plate Company thought that it would bo of little value to take them 
into the compact; consequently they built me the mills. They signed with me an 
agreement that they would furni.sh mo with all materials or rolls for a period of 5 
years. I sent to them—a mouth ago—a specilicatiim for 2 additional mills. They 
did not make any satisfactory response to my sulicitation. Two weeks after I sent 
the specification for these mills a gentleman by the namd of Mr. Raufield, one of the 
American Tin Plate officials, called to see me in the city of Pittsburg. Failing to 
see me, he conferred with a friend of miue, and told him that I had sent a solicita¬ 
tion to the mills I have spoken of, and that very recently he had put iu considerable 
money, and they had increased tiie capital stock, and, being an Amoric'an Tin Plate 
official, be thought that it would be eminently improner to build the mills for an 
indepoudent concern; consequently he would refuse toe order. 

Q. Although you have a written contract?—A. Although 1 have a written con¬ 
tract. 

Q. What position does Mr. Banfield hold iu tho American Tin Plate Company?— 
A. He is what is commonly known as manager; that is, he supervises a district or 
superioteiids a number of mills within a certain territory. 

Q. (By Mr. Farqijhar.) Has the Avonmore (concern refused to carry out the 
second order?—A. Through Mr. Banficld; yes. 

Q. (By Mr. Jenks.) Has he a controlling interest in the Avonmore concern?—^A. 
He gave us to understand that he bad. 

Q. You think, then, that, so far as tho manufacture of tin-plate machinery is con¬ 
cerned, all of the leauing establishments, with one exception, are controlled by the 
American Tin Plate Company ?—A. Yes; and of course this exception that I sneak of 
is an unknown quantity, never having built any mills. The principal stockholders 
were formerly connected with what is known as the Mesta Foundry and Machine 
Company. They consolidated prior to the existence of the trust with the Robinson 
and Rea Maebino Company, of Pittsburg, representative builders of rolling-miU 
machinery; and some ot the stockholders of said comjiany formed themselves into 
another company, which is now known as tho Canton Roll and Machine Company. 

Q. Do you know whether the American Tin Plate Company has any further con¬ 
trol over these manufacturers of machinery beyond a contract to take their entire 
output for a period of years?^—A. Oh, I think the manner in which you put it is 


’See Mr. Orabam, p.d52; Mr.’Wheeler.p.864- Mr. Reid.yl.875. 
>CoDii>arete8tliDOuy of Mr. Graham, p. 852; Mr. Reid, p.875. 
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rather misleadiug, or the luanuerin which they may have put it is misleading; that 
is, to take their entire output. 

ON WHAT TERMS SHEET MILLS CAN BUY MACHINERY. 

Q. Have you any knowledge of the nature of the contract!—A. To disprove any 
such condition as that 1 might cite the situation of the sheet mills, whose business 
is in a measure kindred to the tin-plate industry. They manufacture what is known 
as regtilar orthodox sheet iron in long lengths. There is no sheet manufacturer 
to-day that is able to get rolls or sheet mill iiiacbinery without signing a contract 
with these foundries and machinists agreeing that those rolls and that machinery 
shall not be used for manufacturing sheet iron for tin-plate uses for a period of 2 
years.* Now, my knowledge comes directly from the self-same founders and the 
machinists. 

Q. Those who have been trying to get such machinery?—A. No; from the builders 
of this machinery and from the builders that are not in this compact that we 
speak of. 

Q. (By Mr. Fabquiiar.) Have you had any positive refusal from these manu¬ 
facturers?—A. Yes. 

Q. In writing?—A. No,sir. 

Q. Verbally?—A. Verbally; yes. 

Q. How do you stand now in respect to the furnishing of your own machinery 
independent of your second order?—A. Well, there is a comhiriution, as I said be¬ 
fore ; but the Canton Hull and Machine Company have onr orders for any machinery 
wo may require in tbe manufacture of tin plate. 

Q. Is their plant ample enough to supply all tho independent owners of tin-plate 
mills?—A. That would depend very largely upon tho extent of new firms coming 
into the business. 

Q. Have you any knowledge youreelf of new firms coming into the business?—A. 
None, sir; only by common rumor recently in regard to wbat is called tbe National 
Tin Plate Company of Virginia. I am well acquainted with Senator Whittaker, of 
Wheeling, whose name has been prominently associated with tbe new project, and 
I think the rumor, to a great extent, is baseless. It may not be altogether idle, but 
nothing has positively matured. 

Q. (By Mr. Jknks.) Have you any documentary evidence of any kind at all in the 
form of letters from the Tin Plato Company or in the form of copies of contracts of 
the Tin Plate Company with those manufacturers of machinery of whom you have 
spoken?—A. No, sir. 

Q. You have simply the refusal?—A. The verbal refusal. 

The verbal refusal of those men themselves, and the reason they gave?—A. 
Yes; in the first place soon alter I dissolved my association with the American Tin 
PlaW Company. 

(^. You were connected with them?—A. Only in that way. There is no question 
in regard to tlie fact that I am the oldest manufacturer in the business. I was 
approached by several of those machinists and foundries, who tried to induce me to 
go into the sheet-mill business, and after that solicitation told me the conditions upon 
which they would build me sheet-iron machinery. 

Q. On condition that yon would not-?—A. On condition that I would sign a 

lease for a period of 2 years not to make any sheet iron for tin-plate uses whatever. 
If I did I would forfeit the machinery 1 ha«l bought. 

Q. You spoke of their saying that they wouhl furnish you tho machinery pro¬ 
vided you wouhl sign a lease. Can you tell us in detail what you mean by signing 
a lease, and who was to have an option of this lease?—A. Tho control, as I under¬ 
stood It from them, resolved Itself into a lease form in which you paid two-thirds 
of the piirchase price when tho machinery was delivered; the remaining one-third 
was to 1)0 paid in 2 aunnal payments, and I suppose if at any time during the 2 years 
it ame to their knowledge—to the knowledge of the American Tin Plate Company— 
that you had rolled any material that would finally appear as tin plate yon would 
forfeit your mills. Furthermore, I understand that tho lease when signed is turned 
over to the American Tin Plate Company. 

Q. And that company then would simply take possessiou of these mills, as belong¬ 
ing to them until final payment was made?—A. That is tbe inference. 

Q. Payment on the installment plan, the title remaining with the seller until final 
payment is made?—A. Yes. 

HOW BLACK PLATE FOR TINNING DIFFERS FROM SHEET IRON. 

Q. (By Senator Kylk.) Thestipnlation was that you were not to manufacture the 
kind of sheet iron that is rolled fur tin-plate purposes. Is it a peculiar kind of sheet 


•SeeMr.BeM, p.875. 
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iron f—A. Yea; there ia more labor expended, and the proceae for making sheet iron 
for tin-plate uses is somewhat lengthened ont, in order to give it a better finish; but 
the art is practically the same. 

Q. There is a lirand that ia known as tin-plate sheet iron!—A. Well, I mightstate 
that I went into the business in the first place as a dipper, and at that time we 
imported our iron and we had to secure a supply from sheet mills. 

y. 1 want to know how you conhl determine where the product went! You can 
not tell unless you roll a special kind for tin-plate purposes.—A. You can tell in 
which direction it would go after it left our mill. That is, we can conjecture as to 
the uses to which it is implied. 

Q. Throughoutf—A. We might, unless someone is bnylug surreptitiously for the 
purpose of deception. We should be dull indeed if we did not know in whicii 
direction it would travel alter it left us, because the gauge would determine that to 
a very large extent, and the finish that would be solicited wonlfl determine it to a 
very large extent, so it would be calculated to create a suspicion. 

Q. (By Mr. .Ienks.) Then, black plate that is used for tinning is diiferent in qual¬ 
ity and weight from sheet iron used for other ordinary purposes?—A. Yes; very 
largely in weight, although it is a very common thing to roll what is known as 
gauge for general sheet-iron purposes, for stove purposes, for pans fordomestic uses; 
and there is a brand of plate that is also largely used as represented in 28 gauge, 
which is known to the trade as one cross, or 1 X. 

THE SIIEET-UILI. LKASK—ATTITUDE OE MACIIINEBY .MAKEK8. 

Q. (By Mr. FARqiiHAK.) How did you construe the proposition of this 2-yeara’ 
lease? Is it a stepping-stone to an ultimate stoppage!—A. To a further lease? 

Q. Yes.—A. I think it was; yes. The foundries and machinists that 1 speak of 
were not disposed to extend that lease over the time that is stipulated; consequently 
the American Tin Plate ( Company hail to submit to that condition. 

Q. In other words, there were 2 years that you <’Ould not, if you signed this lease, 
go into the prodnetive industry!—A. That is, as far as tin-plate making was eou- 
cemed; that is very positive. That information, as I stated before, was conveyed 
without any form of solicitation whatever by the parties that represented this 
compact. 

Q. (By Senator Kyle.) And yon state that you have very few letters from the 
American Tin Plate Company touching your contracts or anything else?—A. Oh, I 
have no commnuication whatever with the American Tin Plate Company. Have 
yon reference to the foundries and machinists! 

Q. (By Mr. .IK.NKS.) Yes.—A. No, I hove no letters whatever. 

Q. (By Senator Kyle.) It seems to be the policy, then, to send an agent when they 
want anything done!—A. 1 would copstautly come in Contact with these gentlemen 
that I have been ac(|nainted with for some years and talk with them on the subject, 
and no later than last Saturday I was talking with one gentleman, andhe stated tome 
that there was a disposition on the part of many of those in that compact to furnish 
the independent mills with the machinery desired. The disposition was there, but 
they did not want to go on record as being the first ones to break through. They 
are not securing—that is self-evident—they are not securing anything like the 
amount of orders for tin-plate machinery under the trust administration that they 
seenred under the independent admiiiistratiou. 

DEMAND FOR MACHINERY IS LE.SSKNED—MILLS RUN LESS STEADILY. 

Q. (By Mr. Jenks.) Yon think, then, that if the American Tin Plate Company 
were not so largely in control of the business the demand for this tin plate 
machinery would be very much larger than itisnow!—A. 1 mode the remark ^hat 
it was very much larger under the imlepeudent regime than under trust adniinis- 
tration, and as a matter of fact the mills of the American Tin Plate Company aie 
not rnnning as much as tliey were when represented by the indejjendent mill owners. 

Q. It simply is a fact that there were more orders for machinery of this kind 2 
years ago than there are now?—A. By reason of the fact that they ran much 
steadier. 

PLATE NOT .MADE UNDER .lOBIIEILS’ UKAXDS UNLESS THE BRANDS ABE ASSIONEP. 

Q. When the American Tin Plato Company bought the individual plants that were 
afterwards organized into this one company, what arrangements were made with 
reference to the individual brands by the different manufactnrers, or by the large 
iobborsf—A. TTiere was nothing stated in regard to brands that were owned by 
large jabbers, inasmuch as individual mills have no mannei;of control over them. 
As to the brands that were owned directly by the mills, they were to go over to the 




THE TIN-PLATE COMBINATION:—OKIFPITHS. 


891 


America Tin Plato Company. There were very few brands owned bv individual 
mills. The mill*, prior to absorotion, very cheerfully and cracioneiv made all 
T W .at hthat were ownAl by indivi.]^,al jS* 

Q. What attitude has the American Tin Plate Company taken'^in reference to 

ve?;a™teLe formffie and a 

4 "lell «8 what it is-—A. Notwithstanding the statement made to the oontrarv i 
they are even to-day enforcing the condition that if they make those S^nds tSe 
brands have got to be aligned to the American Tin Plate Company; oth™^fse the v 
wil not make them. They, promulgated in the first place a memoraS to the 
trade in which they stated in very positive terms that as a condition of makinir 
those particular brands that were under individual ownership, or protectod bf 
patent or copyright, those brands must be turned over-assimied tn 
'fin Plate Company : and it, case the American TiVpiate Comfany Jecame^^^^^^ 
or went out ot existence, they would revert back to the origiLl LLs Hut if it 
should appear to their sales agent that the jobbers were EavinrS brands of 
p ate made by any independent concerns, or buying any form or m^ner of tin 
plate outside, no matter of what grade, they would cLsider that suffiS iustifl- 

evirt- lt have modi/ied their contrtot t^some 

extent, but the idea, that is, the coercive or arbitrary idea, is incorporated there 
I can read you a copv of a recent contract, or that part reliting to tKSnment 
of the brands, and their claims upon the brand if it should annesr tn thi™ 
their conditions stipulated in the contract had not been complii^with * 

me^nt; “heir co^y. * “ I have a legal form of'their assign- 

Q. (Jan you file that with usf—A. I can let you read it. 

Q. Perhaps you may read that to us, oniitting any special names_A There are 

no names mentioned in this. This is my own copy. I can rU Sds to you f U wm 
not injure the intereste of anyone. ^ 

q. We will bike a cojiy of that and return the original to vou.—A. There is one 
where the trademarks have not been registered, and here is one—they are idem 
Office^ **** same—in cases whore trade-marks have been registered in the Patent 

Know .111 men by these presents, that-, of the city of-, in 

dollar I ” “"f “ Ki‘ consideration of the sum of one 

(ioJiar ($1.()0) aud of other valuable considerations this dav paid and delivered to 
said party of the fimt part by American Tin Plate Company, a‘corporation organized 

i'n'‘the*crtv7/rhipr *'1 ■",'^2®® P'''"oipa'l busine^ ofiSce isfocated 

HLf ^hicago, county of Cook, and State of Illinois, party of the second 

JI.-iVi.”® transfer, and set over unto the said party of the seconil 

"B''* to use, place, and stamp upon tin plates mid terneplates 

iiartv it th««A''““‘‘f"'’^“'‘®^^ hoTOtofore been used by thrsaid 

party ot the first part as brands or trade-marks; that is to say,_ - _ 

And said party of the first part coveuantsaiid agrees to and with said nartv of the 
acHnlPf^-;*" ®‘‘^® ‘“'lomnify said^arty of the second pSrt from id® 

mirZ’nrtu expenses, and liability whatsoever whi. li 

may come to the said party ot tlio second jiart, or occur, l.y reason of the use bv said 

rWcVniiv^lfc or trade-marks upon tin idatos or terneplates, 

Wil. K ‘‘I'® “'»'‘"f»otured by said party of the second part. ‘ 

-Ifiy Dt “ ^ '** ®‘ *'*“ ‘’’®- 

Signed, sealed, and delivered in presence of—_ [seal ] 


men by these presents, that-, of the city of-in 

dollM^^I ^ the first part, for and in consideration of the snm of one 

^ and of other valuable considerations this day paid and delivered to said 

im?OTthe*}awa^ft^l*'^bt^f***1*® ‘Company, a corporation organized 
in tbi cltVcfnM^ State of N^ .Jersey, whose principal business office is located 
dws of Cook, and State of Illinois, party of the second pa^ 

ing brandfor tr^rmkJb "P™P'etes and terneplates the follow- 

iMt oart ™ . ^ i *’*''* •'ovetofore been used by the said party of the 

of America theCoininiseionerofPatentsofthe United State* 

-——• that i. oertificates of registration bearing the numbers-, 


■ Coo par* Mr. Graham, p. 862. Mr. Held, p. 874. 
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And the said party of the first part hereby oovenaots and a^ees to and with the 
said party of the second part to save harmless and indemnify said party of the second 
part from all actions, suits, payments, costs, damages, expenses, and liability what¬ 
soever which may come to the said party or the second part, or occur, by reason of 
the use by said party of the second part of said brands or trade-marks upon tin plates 
or terneplates which may at any time be manufactured by said party of the second 
part. 

Witness the hand and seal of the said party of the first pant on this the •— 
day of-, A. D. 1899. 

-. [SEAt.] 

Signed, sealed, and delivered in presence of— 


This agreement, made this ■ . . day of-, A, D. 1899, ’ between American 

Tin Plate Company, a corporation of the State of New Jersey, party of the first part, 

and-^ of-^ in ^iie State of-, party of the second part, witnesseih as 

follows: 

1. First party agrees to manufacture for, and to sell and deliver to, second party, 
in the regular course of business of first party, and subject to its general rules and 
regulations, now in force or hereafter to be made, as respects price, time, manner 
and place of delivery, and time and manner of payment, and at the current and 
regular market prices prevailing from time to time, such quantities of tin and terue 
plates as second party may require and need in the business of second party during 
the life of this agreement, provided second party shall at all times comply with all 
provisions hereof to be performed by second party, all of said tin plates and terno 
plates if required by said second party to be branded with such one of the appropriate 
trade marks or brands heretofore assigned by second party to first party as second 
party may designate to first party in writing. 

2. Second party shall pay to first party for all tin and terne plates which may be 
ordered by second party, and pursuant to such order tendered by first party to sec¬ 
ond party in accordance herewith, at the current and regular market prices prevail¬ 
ing at the time of ordering the same, such payments to be made upon the usual 
terms of credit and discount far cash governing the business of first party at times 
of delivery, but no order for goods shall be given by second party, which, as to the 
time of delivery, shall extend beyond tbo time for which first party may be, at the 
time of receipt of any such orders, quoting or giving to the trade prices of the kind 
of goods embraced by such order. 

3. First ]>arty shall not have the right, except as is herein otherwise jirovided, to 
use any of said trade-marks or brands so assigucil it by second party, except upon 
goods to be manufactured for, and upon the order of, Second party, but if the second 
party shall refuse to accept any goods ordered l»y second party and accordingly 
manufactured bv first party in accordance herewith, then first party shall have the 
right to sell such goods in the market without removing therefrom any trade-mark 
or brand placed thereon. 

4. First party shall not be required io manufacture for or deliver to second party 
any goods under this agreement if, at the time any goods may be ordered hereunder, 
or may be required to be delivered hereunder, first party shall have reasonable 
cause to believe second party is or will be unable to pay for such goods at the time 
when payment therefor would become due. 

5. All goods properly ordered hereunder shall, subject to the other provisions 
hereof which are applicable, be delivered by first party within a reasonable time, 
such reasonable time to be estimated in all cases with reference to the conditions 
atfecting the manufacturing business of first party, and the demands of the market 
for tin and teme plates, and the ability or inability of first party, from any caivc or 
causes whatsoever, including strikes, scarcity of materials used in manufacturing or 
otherwise, to make delivery. 

6. First party agrees that it will not at any time increase the price of any goods 
ordered by second party pursuant to this agreement, above the current and regular 
market prices of like goods, because of the brand or trade-mark which may be placed 
npon any goods ordered under this ngreement, or for an^ other cause whatever. 

7. In case second party shall at any time during the life of this agreement, order, 
purchase, or receive any tin or teme plates marked with any one of the trade-marks 
or brands hereinabove mentioned, or other private brand, except from the first party, 
the latter being at the time in no default in the performance of this agreement, then 
first party shall have the right to terminate this agreement, and said trade-marks 
and branas so assigned toitshall be and become its absolute property; but if first 
party shall not be able to meet the legitimate needs of second party for tin or terne 
plates, then second party shall have the right to purchase from others than first 
party snch tin or terne plates as second party may legitimately require in excess ot 
the amonnt which first party may be able to famish. 
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8 . In the BTent first par^ shall be dissolved or cease doing business, or make a 
general asslgnmentfor the benefit of creditors, or this agreement shall W^u“nated 
lor lUSt canse by second partv, or shall be kept during Tts life by second Mrty then 
said trade-marks or brands shall revert to second party absolutely. ^ 

lucre of said trade-marks or brands can 
not be lawfolly used by it, or if any suit shall be brought affecting its righ?to use 
the same, then first party may, irt its election, be excused from manufacturing or 
dehvering any goods Wing such trade-mark or brand, and, in any even t“se4nd 

?h1 ^e oTanf “^“8 f™"* 

firs?-(Srda^~u?ry! A*! ‘o 

In witness whereof the parties hereto have caused their respective names and 
seals to be hereunder written and affixed on the day and year first above wrUten 


Attest: 


By- 


Secretai'y. 

hove hoL^;io*h.e®'i^ .^“7’ these contracts 

have been made lately ?--A. I know positively that they have refused to mannfac- 

firbrand^’to th "m ' 

week”"'' It is being conducted almost every 

miudh-A*'Yer“ Positively. Yon have, of course, some specific instances in 

Q. Now, can yon give us the date or nearly the date of some of these specific 
instances you have m mind?-A, I should not like to mention the dates, by re^on 
ol the fiict that it might be a clew lor the American Tin Plate Company to discover 
who the particular jobber was. By reason of the fact that they virtually hold abso- 
a'lotter to’a^obbe'i?^”'^^* ' disastrous for that particular jobber. Here is 

Q. .lust one moment further Porhaiis yon can name a date since which this has 
been douef—A. Since the Ist of October. 

Q. That is sufficient. Yon know this has been done since the Ist of October?—A. 
11 * 8 , ricrc 18 ft icttoi’! 

of t' ^ iavors of-— .and-, with reference to the stamping 

ol br,inds of plates on orders I am not giving the number of the orders], were duly 
fir m,'*"' ""I®*!’ y®“ '*.’*v® agreed to our conditions governing private 

h^ e m^rMcJe^rir ’'u‘i f" ’’“a? ,***''“ '““"■P®'* ""<'«>■ ‘he m'H hrand, and 

hai e iifistriu ted the null accordingly, which wo trust will be satisfactory.” 

tect"i'fi,V'r'’’ *’*®®®.P*“I«® would not be accepted under the mill brand by the archi- 
fi?rLi i‘ !P^®,‘P®1 *‘’®®? .Plalo®' The sale of those special grades of plates is 
Urgolj dominated b.v the architect who has charge of the building'? He would nomi- 

SMe P'®*® “® other, or “ Merchants' Old 

..on!!’ ! e Il^'u'ltoii« Rest Ke-dip.” Those brands are represented by special 
uomenclatnre, giving them the titles. ^ "pociai 

Q. Ihis letter you have read is also one of comparatively recent date?_A. Yes. 

WITNKSS’S PLANT PAID FOB IN STOCK. 

fo^fii P®“'^ contract by wbioli you turned over your property 

and a P*®I® f-ompany you said you received a certain amount of cash 

tfio o “ amount of preferred and common stock?—A. That was optional with 
tne company, yes; they could secure part cash or part stock, at their pleasure. 

pan^tw'ininMed wUhr'‘ P’"'* stock?-A. What, the com- 

n' '''® ™®®lv6d all our holdings iu stock. 

a' /n 'I®'*?®') Tou preferred to tiUce that instead of cash?—A, Yes. 
of whinfi KYbK.) What exception was made for the minority stockholders, 

Nolfr-tl.l« '‘PP®“'’*" '>®"?®I-A- Possibly I was the largest single stockholder: 
instead ^“a^h ®*®®P‘““ “'“^*1 *<>®y concurred in their desire to take 

stSklnld51'^ti?”L ® .fiuderetand that it was left optional with each individual 
stoskholder to take his choice of stock or cashf—A. Yes. 

NO OTHBR CONDITIONS IMPOSED ON JOBBERS; BUT NONE ARB NEEDED, 

trM ov8^’^the^“o"lffi.T?f’^®l*‘*® A“®J?®“ Tin Plate Company keeps any special con- 
stock ®®'^® reference to the purchLe of their entire 

stock from that company ?-A. None outside of the enforcement in regard to bteSs 
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Q. Farther tbaa that yon thick they leave it entirely optional with the jobber to 
buy froin them or any other personf—A. Oh, yes; thereis no option on the part of 
the jobber; they are the only parties able to supply his wants at the present time, 
with the exception of a mill that recently commenced to mannfacture at Avon- 
more, Pa. 

Q. Do I understand from your statement that the American Tin Plate Company 
has at the present time absolutely no competition excepting from this <>ne miilt— 
A. That is the only one luaunfaotariug outside. Mr. Graham stated yesterday before 
the National Hardware Association that convened in Pittsburg, "We govern condi¬ 
tions/^ His statement presupposes that they are in absolute sway. 

AMERICAN TIN PLATE COMPANY CONTROLS BLACK PLATE—THE SUPPLY OF STEEI.. 

Does the American Tin Plate Company, in your judgment, aside from the con¬ 
trol of machinery control the black platef—A. Yes; just as th%y control tin plate. 
Q. lly that do you mean tliat they manufacture all of the black jilatef—A. Yes. 

Q. It would be impossible, then, at the present time for any dippers to do business 
withouttheir special consent; they would have to buy black jdate from thsnif—A. 
That is the condition; yes. 

Q. And any independent manufacturer of tin plate would have to be the manu¬ 
facturer of his own blai’k plate?—A. Yes. 

Q. Do you know whether it would be possible for a manufacturer of black plate 
to buy his raw material, or «lo they control that also?—A. To a very great extent 
they control the raw material. 

Q. Can you tell to what extent?—A. Yes. Of course yon gentlemen understand 
the pressure of demand for alt irou and steel commodities at the present time. I 
think there is a possibility of the Carnegie ('umpaiiy administering in the future to 
independent concerns, but not at tlic present time. They are virtually tied up this 
year, I know, by an obligation to the American 'Tin Plal« Comiiany. 

Q. (By Mr. Farquhar.) A contract or understanding?—A. A contract—no, sir. 
Jones & Langblins.of Pittsburg, are in a position to make in part the tin-plate bars 
from winch we roll our tin plate, and there areJor 4 others that manufacture billets. 
I came in contact with the president of tlio new mills recently started—the Avon- 
more mills—a few days ago, and tluiy put down a bar mil), which is something 
unusual for a tin-plate plant, to reduce billets into the form of bars. He told me 
that up to the jiresent time they had no trouble in securing billets from Jones & 
Langbiins. 

Q. (By Mr. Jknks.) You si>oke of a contract between the American Tin Plate 
Company and the ( arnegio cstablisliment?—A. That is only hearsay. I uuderetand 
they made a contract with them for I year for a very, very large tonnage of bars, to 
the oxclnsioD of anyone else—that is, during that year. 

Q. Do you think the contract provided explicitly that it was to be to the exclu¬ 
sion of others, or only that they wore to give a very largo onlerf—A. They have 
hnished this contract. 1 think the Carnegie Company administered it to the letter 
that they wore to administer to no one else'i wants. I know, within 7 or 8 months, 
1 myself approached the Carnegie Company with an order for bars, but could not 
get any. 

Q. You say you know that because you tried it?—A. Yes. 

Q. (By Mr. Clarkk.) Now, let me understand what the reason of that is. 
Because of the gre.'it deinaiid for iron and steel, or because they are lull of orders 
ahead, or because they had signed a contract whereby they stipulatetl they would 
not furnish to outsiders?—A. No; possibly there was no stipulation of that kind. 1 
would not wish to go on record in regani to that matter. What I have learned has 
been altogether from hearsay. I know it for a fact that they placed a very large 
contract for bars with them for the purpose of exclusion, because other mills—when 
I say other mills, I have reference to the National Steel Company—veryreofntly 
administered to their wants in that particalar direction—the Carnegie only admin¬ 
istered 8])arseiy. 

Q. (By Mr. Jr.vks.) Do you understand that the National Steel Company sold its 
entire output of tin-plate bars to the Tin Plate Company?—A. No; I ao not under¬ 
stand it in that way. As far as tin-plate bars are concerned, I think possibly they 
do. The National Steel Company manufacture what are known as sheet bars, wbioh 
are somewhat different in weight and length, but practically the same as the Tin 
Plate Company DOW use. The National Steel (/'ompany low administers to the sheet 
mills, and nave always since they have been inexistence, either in consolidated form 
or individual form. 

AMERICAN tin PLATE COMPANY IK KILLING OFF THE DIPPERS. 

Q. Can yon explain somewhat farther the sitaation with reference to dippers?—A. 
The dippers at the present time certainly are in the shades of the American Tin 
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tu tbe American I in Plate Company. It forced them to talcA o. o«f* • ^ g business 
f..r whut machinery they had, nmchinery thatrefLseL th\ ,HppW 
as soon as the oonipiiuy got possession of the machinery it supplied them witli the 
hnished tin plate to sell to the dealers. That condition exists ir„„„rn iil * *“ 

if it were absolutely es^ntial, proof of that statemrttonld Kmiei. ° 

sellWiSpin^SiZy to t‘^?A”l‘ir 

“ "S'ct srt,v.tr i‘b"T.t",?¥ 

circumstances that I speak of? contract oi salet-A. What? lh« 

I presume it can. I presume it can, unless they took the me 
caution ol conferring directly with them. I do not think so hecauM tW 
cloaked or mantled all their operations in regard to such matters “ ^ ‘ 

atliie Ke^ent^tlmr acontractf-A. No;not 

te ei y° r“ “"‘•'>rtako to (io so?—A. Oh, I think so. I mieiit have 

. to oblig.ite myself in a measure to adimuistcr to their wants. The Amcrfcan Tin 
Pla e(.ouipany would certainly resent any such disclosure on the imrt of the nanies 
tl at you speak of, and they would naturally hesitate, 1 iiresume, about irivin<r von 
the information, lake, for instance, tlie partic.s that 1 speak of; tiiey have none into 
the jobbing business; that is, supplying the email trade and dealersf ^ 

ii.„ 1 * ^1’" 'b'lit there were a number of siicli cases?—A. Yes -1 should 

bTsiness ^ ^0 Uippe™ ii"tho 

Q. And more than one half of them have gone out of business havinir sold their 
dipping plants to tlie American Tin Plato t'ompaiiy ?-A. YesVSe thev^e makino 
pl.ites in a way that they do not want to disi^lose to the American Tin Plate Com^ 

, f .""“‘.r?’- ‘"PP®™ ««“«‘ally redip. By rcdipprurtheTmake a snnerW 
Tn the r,.?t”l*P' *^®‘*‘PP'“ff»1 course, dipping what has been dipped before 

Sir 

The ,1^1® secure tho black plates f—A. Nor can they secure the black nlates 

tliem .'PP®?® y®*Y lunth to leave that business until every avenue is closed against 

-■oSoiTlt n?o*t‘f r "* i .'"rr® tlte.y,l>^‘ve been employing latelyibS 
amount of ciritin/t*"t|—l>.v the redipping process a larger 
portion to the cZ of coattn'g ^ ““ P“®®- “ P^®* 

lator bistlZ^ynAmerican Tin Plato Company has in any of those 
grade o/tin n1at!f “K™®*! furnish black plate or this cheaper 

i’ntn Ijhvte, provided these men would sell out their dinning nlants or enter 

tin nlate ®P®^'® ^Sreement with tlie Tin Plate Company about the selling of their' 
Ld*^bZnothing®toTrm^lfr7‘'!f--fb'*-m ^?''® ®«‘'' their entire output 
Ills ooutrZ iZorLfZ an -.PP®® *" ‘^® ^“ited States, 

gentlemen and they havnome^mtfe r«»n?!r r'’’*’®'~°^®®T® *'**5' ®®* «owrteon8 
visit them they Zvnom«lTtei!i hit. tnPr /® “8®-;!yhen he went to Chicago to 
Iilack Plate wherthov he.i „ * 11 *^1 hit his ordew for 

ulatft in Ault ^ black plate to sell. They have never had anv black 

gottX a 'l*®“f tf “® ^™te to them to regard to 

that he miffht flll^hia nniAra f the pl^e that was thinly coated—in order 

telling him®thtt it wZnZ tht’'dit/“?®"-J *’'®7 '"^®*® P®®*' *® t*™ 

encourage dip^is to anytoin^ dmposition of the American Tin Plate Company to 


' See Mr. Grsham, pp. stD, 850,663; Mr. Greer, p. 028. 
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REFUSAL TO SELL TO DIPPERS IS ARBITRARY. 

Q. (By Mr. Clarke.) Why does not that condition of things afford a good oppor¬ 
tunity for somebody to erect a mill for the production of black platet—A. I think 
that very largely up to the present time people have been intimidated by reason of 
the arbitrary measures that they have adopted, and, as Mr. Graham said^ their abso¬ 
lute control of conditions. 

Q. How can they absolutely control conditions in this great country f—A. I donpt 
think they can. 

Q. (By Mr. Fakquiiar.) It takes time to build a plant and bring it upf—A. They 
have a full, good opportunity now. 

Q. (By Mr. Clarke.) To be sure they have a little temporary advantage. Ittakes 
a little time to build a mill. Why does not somebody build a mill?—A. Doubtless 
they will in the future wheu conditions relax a little. As I remarked before, you 
gentlemen are very well acquainted with the pressure of the detnand for all iron and 
steel commodities. 

Q. May not that pressure of demand have influenced the American Tin Plate Com¬ 
pany somewhat in declining orders for black plates?—A. No; emphatically no. 

. Q. Could they have supplied black plates for thedippera?—A. Oh, without a ques¬ 
tion of a doubt. 

Q. Do you know that their own needs-A. (Interrupting.) Yes. 

Q. Did not call for all their black plates that they had or could furnish?—A. Well, 
I would draw my inference from present conditions. They have approximately 272 
mills; at the present time there are 80 of those mills closed down. 

Q. (By Senator Kyle.) Eighty, did you say?—A. Yes; fully 80—possibly more. 

arbitrary MEASl’HKS TO .sUPrUESS COMPETITION. 

Q. (By Mr. Clarke.) You are erecting black plate mills in connection with your 
new plant?—A. Yes; I am erecting a steel plant to make my own billets so as to bo 
in independent form, manufacturing black plate, andputtingupan auxiliarytinning 
bouse. 

Q. Yon know of no condition in the laws of this country that prevents you from 
doing that?—A. No; or else I certainly would not have done so. I do not think 
there is any moral obligation on my part to remain out of the business. I am not 
a native of this country. 1 have been here siuco I was a boy, and tin-plate making 
is certainly my birthright, my birthgift. I know no other business; have always 
been associated witli it. When I was not making tin pluto, I was tin plating articles 
that were made out of sheet iron. 

Q. Then do you know what can be done in the way of public legislation to improve 
yoor condition or opportunity in that respect?— A. No; lam assisting yon gentle¬ 
men to diagnose the case. If there, is any disease there, why you are the ones to 
suggest a cure. 

Q. If the law gives you all the rights yon need, then the qnostum is whether we 
have anything to recommend?—A. Well, there is no question hut they have been 
most tyrannical in their measures. The fundamental idea with them has been at 
all times to keep competition away from tlicm; and, as I have stated Ijcre, they 
have resorted to the most arbitrary measures to do that. I do not believe that they 
would hesitate at anything, as Jong as they couJd avoid tlie displeasure of the law, 
to keep out indepeudont concerns. I cited that case ^t Avonmore. They have sim¬ 
ply put in about $50,000 to keep other jieople besides myself from getting plate 
maebtnery. 

Q. (By Mr. Jenks. ) You stated a little while ago that yon thought it possible that 
you could furnish some documentary proof of some of the statements that you have 
been making with reference to the attitude of the company toward the dippers and 
others. We should be gla<l if you could do that.—A. If that statement of «ine 
went on record it would bo impossible, almost impossible, for me to furnish that 
proof. 

Q. I was going to say that if you could furnish proof of that kind, it is, of course, 
nnnecessary that auy names should be put in it. We should simply like to have 
information of that kind well authenticated to us relating to the dippers.— A. Well, 
1 will make an attempt in that direction. 

MAKING 20 PER CENT OR MORE BEFORE CON.SOLIDATION. 

Q. What has been the course of prices for the last few years?—A. The tendency 
of prices, ever since the industry was protected, has been downward until since the 
American Tin Plate Company took charge of tin-plate making. Last year, the year 
1898, we saw the lowest prices in tin plate in the nistory of the business; that is, in 
this country. 
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Q. Were tbejprices at that time so low, owing to the severe competition, that in 
yonr judgment it was essential that a combination of this kind be formed in order 
to prevent widespread bankruptcy on the part of the manufacturers f—A. Not under 
careful management. Our books are open for inspection by anyone. The books 
relating to our own mill will disclose 20 per cent profit on our investment for 4 
months of last year. 

Q. Until the time you sold out?—A. Until the time we sold out. 

* Q. You were making 20 per cent?—A. Yes; possibly exceeding 20 per cent. 

Q. (By Mr. Fakquuar.) The prices were lower than at any time in the history of 
this country?—A. Yes. 

Q. (By Mr. Jbnks.) Where is your plant located?—A. Washington, Pa. 

GOOn BPFECTS OK NO LICBNSB. 

Q. Do you think the location of Washington, Pa., is especially favorable?—A. Yes; 
as favorable at the time as any other location. We secure cheap fuel. Transporta¬ 
tion service is all right. It is peculiarly fitted in one respect. You have got a good 
class of workmen there by reason of the fact that we have no licensed places in the 
town. The rolling mill men as a usual thing are addicted to the use of intoxicants. 
You see our men work 3 turns a day. Each turn represents 8 hours; they generally 
get through in 7i, and as it is in different portions of the day, men going to and 
from their work in licensed towns have an opportunity to gratify their taste for 
intoxicants and generally gratify them; and, of course, then you know why your 
men are not there to render service on the particular turn that they should work on. 
In that particular respect it is beneflci.al for that particular industry at that point. 

Q. (By Senator Kylb.) In other words, as regards fuel, transportation rates, etc., 
you are no more favored than Pittsburg or some other western town ?—A. No more 
favored, no. Pittsburg rates prevail there east and west. 

KAinURE OK ILL-MANAGED CONCEUN8 IS BUTTER THAN A TRUST; BUT NONE HAD 

FAILED. 

Q. (By Mr. Jenks.) You think, though, that if yon could make 20 per cent on the 
prices that ruled last year, any other well-managed establishment, fairly situated, 
might easily have made suftioient to pay dividends .it any rate?—A. Yes. 

y. So that in your judgment there was no pressure of competition resulting in 
such low prices than it was really essential to make a combination in order to pre¬ 
vent bankruptcy ?—A. I have no doubt that some mills were not making any money, 
were simply struggling for existence, by reason of improper management. It is a 
business that presents infinite details. I know of no business that presents more 
details, and every detail has to be carefully watched and attended to in order to 
make a success and a profit. 

Q. In your judgment would it bo for the advant.ige of the country as a whole that 
establishments so managed should go out of business rather than that there should be 
a combination to save them?—A. Well, of course, it was a source of distress for those 
that were struggling for a manufacturing existence to struggle under that. 

Q. I am speaking of the welfare of the country.—A. And it was a grand relief that 
something turned up or discovered itself to relieve that distress. 

Q. I was asking yon a general question with reference to the welfare of the 
country as a whole. Take your time. Du you think that on the whole it is more 
advantageous for the country as a whole that ill-managed establishments should fail 
rather than that they should be taken into a combination to save them from fail¬ 
ure?—A. Yes; I would soy positively yes. 

Q. Yon think, then, that we failure of such establishments in the tin-plate industry 
as would have failed bad this combination never been formed, would not have injured 
the country as a whole?—A. No; that is, the evils resulting from such a condi¬ 
tion would not be of the same magnitude as the evils that hare arisen under trust 
domination. 

Q. What proportion or what percentage, in your judgment, of the tin-plate estab¬ 
lishments of the country were in such a situation as that?—A. Oh, I do not think— 
I could not point to any one in that situation, I could not. There was never a fail¬ 
ure amongst any of them. 

Q. None at all?—A. No.' 

GNASHING OF TEETH WHEN PROFITS DROP FROM 100 PER CENT TO 20. 

Q. You simply say that while yon think there were some such, you have no special 
definite ideal—A. No; of course, there was much wailing and gnashing of teeth. 


'See Mr.Graham,p. 866j Mr. Held, pp. 866,867! Mr. Moore, p. 966. 
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but that I think was occasioned eery largely by the fact that we commenced to sell 
a box of tin plate—a box of tin plate Is represented ns 14 by 20,100 pounds base— 
there Is 100 pounds of plate in that particular box. 

Q. Yon mean the plate In that boxf—A. Yes; and I hare sold as a manafaotnrer 
and as a dipper of that plate, directly before the McKinley bill was in force, at $5.76 
in carload lots. Now, that was the maximum price that that common grade of plate 
reached. Then it gradually began togodoirn nntil it reached the low price of $2.60. 
Now, just consider the distance, the difi'erential, between $5fT5 and $2.60. Wlio 
wonid not wail and gnash his teeth ut a condition that would so soon resolre itself 
in that form t 

Q. (By Senator Kylb.) Between what dates!—A. Between 1891—in a period of 6 
years. 

Q. (By Mr. JENKS.) At this price of $2.60 you were still making a proBt of 20 per 
cent on your investment!—A. Yes. •* 

Q. (By Mr. Fakquhar.) What was your profit at $5.75!—A. Almost 100 per cent. 

Q. (By Mr. Jenks.) Then you mean to say that for the first 4 years after you went 
into business you made’about 100 per cent a year!—A. On our investment. 

Q. You doubled your money every year for a time!—A. For 2 or 3 years it was 
possible to do that; but, of course, as I said, it declined Brum $5.75 until it reached 
the low level of $2.60. 

Q. (By Senator Kyle.) And you were making 20 per cent then!—A. We made 20 
per cent last year. I speak now as president of the concern that I was associated 
with. 

Q. (By Mr. Jenks.) You say, then, that from the time you went into the tin-plate 
business in this country until you sold out to the American Tin Plate Company yon 
never made less than 20 per cent, and before the McKinley bill you made more than 
that for some years!—A. Yes. 

Q. (By Mr. Farquhar.) How many times do you turn your capital over!— 
A. Four or five or six times. 

Q. How many times during a twelvemonth according to your methods!—A. We 
bad 4 mills. We would turn it over three times at the low prices I spoke of. Wo 
would do approximately a business of $350,000 a year on a capitalization of $116,000.* 

BEGINNINGS OK THE BUSINESS. 

Q. (By Mr. Clarke.) Where were you engaged in the tin-plate business prior to 
1891!—A. In Pittsburg. 

Q. How long had you been in it there!—A. I commenced to manufacture special 
grades of roofing plate in 1888, and have always been engaged in tin plating—that is, 
during the major part of my existence—in Pittsburg. You understand what I mean 
by tin plating! 

Q. Yes.—A. Coating iron with tin. 

Q. How large an ostablishmeut did you tliou have!—A. We commenced with 
simplv 1 bath, turning out only 50 boxes a day. 

Q. That you call a small business!—A. To-day, yes; that was a small business, yes. 

y. There was practically very little tin plate nianufaetpred in this country!—A. 
None at all at that time. You understand that we did not manufacture it from 
the beginning to the end. Wo secured black plate, which we imported, and, as I 
lemarked before, we secured black plate from the sheet mills. 

Q. You manufactured roofing plate almost exclusively!—A. Exclusively. AVe 
inanofactored no black plate. I might state that the plate that I speak of that we 
secured from sheet mills would hardly Iieof thoquality or kind that you could make 
bright tin plate or coke plate, or charcoal bright plate from—only roofing plates. 

Q. Was there a good iirofit in the business!—A. At that particular time! 

Q. Yes.—A. Yes; we made money from the very beginning. ^ 

Q. AVhy did not a larger number of people go into it if it was so profitable!—A. 
Weil, it was a new venture. Now, understand me, we only made a special grade of 
plate, a special brand. For instance, at that particular time you are talking about— 
the ordinary grade of roofing plate has almost invariably been sold in 20 by 28 
size—the common plate was sold at $8.75, while we were selling to the dealers the 
plate that I speak of that wo manufactured at $15.90 a box. It was not possible at 
that time to manufacture the common grade of plate. 

INTERFERENCES BY THE TRUST CAN PERHAPS BE NKDTRAUZED. 

Q. Not^ you know of no conditions to prevent anybody from going into the manu¬ 
facture of either tin or terue plates and making money in the business if they man¬ 
age the business carefully and well!—A. No present conditions, no. I think the 


' See afildsvit of Mr. Greer. 
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interference that the trust has placed in the way of anyone desirous of going into 
the business with the requisite business knowledge can be nentralized. 

Q. You regard the conditions and restraints that they attempt to place upon their 
customers as distinctly against the interests of trade, in limitation of trade, do you 
notJ—A. Oh, yes. 

Q. Do you consider them as Tiolations of existing laws f—A. I must confess to very 
little knowledge on that subject, but from what 1 have read and from what I have 
studied I would say yes. 

Q. Have you taken counsel on the subject to know whether yon had any right to 
protect yourself against any such restrictions ?~A. No; no, I never deemed it essen- 
ial to go that far. I thought possibly 1 might prove superior to the interference 
that I spoke of. 
t 

INDKPENDKNT CONCERNS CAN MAKE TIN PLATE CHEAPER THAN THE COMBINATION CAN. 

Q. (By Mr. A. L. Harris.) If the American Tin Plato Company should become well 
established in business, what will be the opportunities for small concerns to go in 
and do a profitable business!—A. I may be overpresuming in answering that ques¬ 
tion, but I think really that independent concerns can make the tin plate cheaper 
and administer the economies in the business much better than the American Tin 
Plate Company under its present organization and administration. 

Q. What I desired to get at was this: Would there be any danger of the American 
Tin Plate Company, with its large amount of capital, freezing the small men out f— 
A. That is, by underselling them f 

Q. Yes; by underselling them.—A. Well, I intended to answer that question in 
the remarks that I made, that 1 thought the independent concern could possibly 
economize to a greater extent, that concern being directly under the owner’s eye, 
than the American Tin Plate Company. 1 have not the least hesitancy in saying 
that it is costing them more to-day to manufacture tin plate under their present 
operations and administration than it was under individual ownership, because the 
man that owned the plant—he was directly on the ground, and if be had practical 
knowledge of the business he was cudgeling his brain all the time in the direction 
of his own interest. ‘ 

Q. (By Senator Kyle.) That does not correspond with the testimony that has been 
given ill regard to the silver-plate companies and these others. All of these gentle¬ 
men testified that there was a saving in the organization by having one president 
and one set of ofiicers.—A, Well, I know that is a controverted ease. 

RIINNINO LESS REOULARLY THAN UNDER THE OLD MANAGEMENT. 

Q. (By Mr. Jenks.) Is the plant that you formerly owned being run now by the 
American Tin Plate Company!—A. is it In operation! 

Q. Yes.—A, No. 

Q. They have closed the one that you sold!—A. Yes; they were running up to a 
few days ago; they had run for 7 days. Prior to the 7 days they were closed down 
for 3 weeks. They have not worked the men one-fourth of their time since the let 
of June; a condition that never existed under the former management. 

Q. Under the former management!—A. Yes; or conditions. 

PAY ROLL INCREASED—COST OP SUPERINTENDENCE NOT APPRECIABLY DIMINISHED. 

Q. Do you know about the cost of the superintendence of the plants under the 
management of the American Tin Plate Company as compared with what it was 
before!—A. I know their pay roll has been much larger. 

Q. That is, the pay roll for the average workmen or the ^lay roll for the officers !— 
A. No; I mean the pay roll as far as the labor representation is concerned directly 
at the mills, I know the pay roll was larger before the advance was granted to the 
tin-plate workers, which was granted last July." 

Q. Howabontthepayrollofthesuperintendents! You, for example, beingpresi- 
dent of the company, had others associated with you—other officers of the com¬ 
pany. You had your salaries. Do you know whether the men who, under the 
management of the American Tin Plate Company, took yoiir places received as 
luiicli as you were receiving!—A. No; there has been a change made in that respect. 
For instance, I had my superintendent there—superintendent of the mills; I had my 
superintendent of the tinning department. They are getting practically the same 
salary—they are getting identically the same salaiy that I paid them. My salary, 
of course, has been lopped off—out off clean. That has been taken of course by what 
IS known as the district manager. And in his particular bailiwick he might have 7 
or 8 mills. 


16«e Ur. Graham, pp. SS5,857. 
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Q. So that yon think that the American Tin Plate Company haa not saved very 
much in the salaries of ite superintendents of these different plantsf—A. No; by 
reason of the change of management and the results of that change. 

Q. (By Mr. Farqcrar.) Yon gave testimony a short time ago as to the infinite 
details in this tin-plating bnsiness. Is it not a fact that a good many of yonr offi¬ 
cers—officers with nominal titles in your organization—were all operating managers; 
that is, they held not fancy titles sim^ily, but in your own mills and other mills, 
those that were called president and vice-president and supeAntendents were men 
who were really at the head of yonr various subdivisions—in practical control and 
care of the mill properf—A, Oh, yes; they had practical knowledge of the business, 
and were the best injn we could get put in; that is quite correct. 

Mr. FAiiquHAK. That answers the question. It is the change of the business; it 
is not the title itself. The business is totally different from almost any other. 

The Witness. Yes. 

THE owner’s ®YE especially NEEDED IN TIN-PLATE MAKING. 

Q. (By Mr. Katchford.J I would like to ask if the witness can give any reasons 
showing wherein the conditions in the tin-plate iiidnstry differ materially from the 
conditions in any other industry as regards the cost of production ? If there be a 
saving in the tin industry liy individual ownership, why does the same not apply to 
others, so far as you know?—A. Well, the difference would only be marked in that 
statement that I made before—that I know of no industry that has so many details 
associated with it; and yon have got to take care of all the details to get a good 
general result. Neglect of one of the most minute details might depreciate the 
value of your plate when it is finished 25 or 50 per cent, or might render it almost 
altogether worthless. 

Q. Is it to be assumed that men who are officers of the combination and who are 
paid salaries are not os careful in looking after details as was the original owner of 
the plant?—A. The district manager is supposed to supervise, superintend, and direct 
the manufacturing. Now, his district, as I said before, possibly will number 5 nr 0 
diff erent mills or works, representing possibly 20 or 30 mills. It is simply impossible 
in a business involving so inany details for one man, making bis appearance once a 
week, even though he is a practieal fellow and possesses a world of information on 
that subject, to get good results. 

Q, Has not that general manager superintendents over the men, and under the 
superintendents foremen over every department?—A. Yes. 

Q. Who are supposed to look after it?—A. Who are supposed to look after it. But 
when there is no one to look after your superintendent daily, why look out for 
results.' 

CO.MPARI80N OP RESULTS AS A SUBSTITUTE FOR THE OWNER’S EYE. 

Q. (By Mr, Jenks.) Do you know whether the American Tin Plate Company 
requires reports daily in detail firom each one of its superintendents as to methoiis 
of manufacture, cost of manufacturing, and all of the important details?—A. As to 
the details of tne bnsiness, yes. 

Q. So that one mill can be checked up against the other, and in that way they can 
bring pressure to bear upon the managers sometimes that is practically fully as 
great as could be brought to bear where there is an active manager in person.—A. 
That is their policy; not daily reports—that would hardly be possible—but weekly 
or triweekly reports. 

Q. In yonr judgment that system of competition brought about by daily reports 
to one central officer, with the possibility of a man losing bis position if his report 
does not show as favorable results as do the others, is not ns efficient as th(9 former 
system?—A. It is not as efficient, although that, of course, is an incentive on the part 
of the superintendent to exercise himself to the extent of his ability if he wishes to 
maintain his position. 

EFFECT OF WEAK COMPETITORS UPON AN INDUSTRY. 

Q. Yon spoke of the fact that you had no doubt that there were, before the forma¬ 
tion of the tin-plate company, some establishments at any rate that were making 
but very little money, or were perhaps losing money.—Oh, I should not like to say 
that they were losing money. I think that possibly the weak ones financially were 
almost all making money—were all making money.' 

Q. At the same time some were making very little money ?—A. I think probably 
that was the case. 


‘ See Mr. Taflor, pp. Ml, MS. 
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Q. The question in mind is this: What is the general effect upon any industry of 
haring several of the competing establishments in such a position that they are 
making no money or are ereu losing money ? What is likely to be the effect of such 
a condition upon those who are making money f Is there any more danger of their 
cutting prices unduly, anv danger of their becoming moie dangerous competitors 
than the stronger establishraentsf—A. Ido not. thoroughly understand your ques¬ 
tion. Kindly put it in a little plainer form, please. 

Q. It is often said among railroads that tne most dangerous competitor is the 
bankrupt road, because it has to get business anyway and will take business at 
lower rates than the railroad will that is paying dividends. In your judgment does 
the same thing hold in general businessf When an establishment is about on its 
last legs is it likely to be the one that will cut the most severely in order to get rid 
of its stock and get a little cash in handf—A. Well, they 4*nergize themselves to a 
condition of desperation; that is, it inspires them to a greater extent—their dis¬ 
tresses and their almost bankmpt condition—to exert themselves so as to work out 
their salvation if possible. That is a spur and incentive that is not with the 
prosperous concern. 

Q. (By Mr. Farqurah.) The question that was asked, as understood here, was 
this: Is a weak or semisolvent concern in the tin-plate trade dangercois to the whole 
trade!—A. The great danger in that condition would be the tendency on the jiartof 
that weak concern, I suppose, if business was dull, to cut prices in order to get 
orders. 

Q. Thou what makes—what is the next cut they make after prices f—A. Well, they 
cut their own throat. 

Q. (By Mr. Fabquhar.) How about wages!—A. Of course, that is inseparably 
associated. 

Q. (By Mr. Ratchford.) Is the weaker concern more likely to cut prices and 
wages than the stronger concern!—A. There is more of a necessity for them to do so. 

GOOD WORK OF THE AMALGAMATED ASSOCIATION. 

Q. (By Mr. Farqtthar.) So that the legitimate, true, and proper outcome is that 
both the manufacturers and wage-earners have got to carry the weak concerns!—A. 
Yes; although that condition could not exist in tlio tin-plate business—never has 
existed—because the labor representation has been dominated by a very stroug 
orgaiiizatiou. 

Q. And an organization iii harmony with you manufacturers!-A. Always. Only 
at our annual meeting- 

Q. (Interrupting.) You said the failure came to both the manufacturers and the 
workmen!—A. Our interests were inseparably associated. 

PRICKS DECLINED BECAUSE PROFITS WERE VERY I.ARQE. 

Q. (By Mr. A. L. Harris.) Do I understand yon to say that the reduction of rates 
from ^.7.5 when you began to $2.60 last year was caused by cutting, or was it rather 
a gradual reduction !—A. No; I think it was the result of there Iming a very large 
proHt in the business, and not a proper business representation upon the part of the 
uieu that had the mills, who would place orders a year ahead iu their anxiety to 
know that the future was provided for to some extent. 

COMBINATION NOT A NECESSITY. 

Q. (By Mr. Farquhar.) Now, one plain question. As far as you know, was there 
any necessity in the tin-plate trade for the formation, in December, 1898, of a com¬ 
bine, association, or trust, called the American Tin Plate Company!—A. No; it bad 
not reached that extent yet. 

Q. Competition had not reached a position to drive them to protect themselves 
against each other in anv way!—A. No. 

Q. Nor the profits iu the markets had not done it!—A. No. 

Q. Aud the great 4lemand that came also in 1898 for iron and steel was still a great 
incentive for them to stay off and not incorporate f—A. Of coarse, the price of mate¬ 
rials went up amazingly when this demand came, and our prices certainly would 
have to sympathize with the price of material. 

Q. To your mind there never was the necessity, either in the strength of com¬ 
petition nor in the extension of markets, to bring forward a combination of this kind 
in the trade!—A. No; not a positive, pronounc^ necessity. 

PURPOSE OF THE COMBINATION. 

Q. (By Senator Kyle.) When these uromoters visited you first, in the interest of 
the American Tin Plate Company, did they express anything to you as to the avowed 
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purpose of the formation of this company or trust! ’What was the object of the 
trust!—A. Oh, yes; they gave ns to understand that if the trust was formed of 
course it would hold absolute sway. 

Q. And the purpose was, then, to crush competition entirely and to raise the price 
of tin plate?—A. Of course, they would not say it in as strong phraseology, but they 
would say it in another way. 

Q. That was indicated to yon as the purpose of the organization!—A. Oh, yes; 
that was indicated. You take my copartners; they were as strong as myself. There 
was an indisposition on my part, and there was an apprehensio’n on their part that 
we could not manufacture after the American Tin Plate Company took hold of thu 
business. 

Q. They did not reureseut this to you on the ground of economy!—A. Oh, no. 

Q. You pretty nearly knew that yon could manufacture tin plate cheaper than the 
combination could!—A. No; they gave me every assurance t^jat I could realize a 
larger salary than I ever realized when I was in the business. 

PRICK OF TIN ri.uVTE HAS RISEN MOKE, THAN COST OF MANUFACTURE. 

Q. Now, as regards the prices, you were getting a specific price; I think it was 
$2.60!—A. At the time we abandoned our business. 

Q. What time was the trust formed f—A. It was consummated in the early part 
of December, 1898. 

Q. Since then the price of tin plate per box has materially advancedf—A. Yes; 
ftom $2.60 up to $4.65. 

Q. in the meantime the raw material has advanced very considerahly f—A. Very 
considerably. 

Q. What percentage do you say is the increase in raw material!—A. Fully 100 per 
cent; that is, in tin-plate bars. 

Q. And wages have increased!—A. Fully 15 per cent, skilled labor; 10 per cent, 
common; and the price of tin plate has advanced. 

Q. About how much!—A. Well, it has advanced about 82 per cent. 

Q. Eighty-two per cent!—A. Yes. 

Q. (By Mr. Jbnks.) Do you think on the whole that the prices of raw material 
and wages have been iucro^d proportionately to the increase in the price of the 
product!—A. The increase in price has been more than proportionate to the cost of 
making tin plate.' 

DETAII.S OF COST, 

If yon wish positive data in that respect I opn give them to you. I have reference 
to my own plant. I formulate prices on that basis. 

Q. To what extent in your judgment have the tin-plate company been able to 
realize their hopes and expectations!—A. Well, this is only private opinion. I 
think they have been woefully disappointed. 

In 1898, when we sold our plant to the American Tin Plate Company, the price of 
coke plates was $2.60 a box, 14 by 20, 100-pound base. That is the base on which 
we formulate all our prices, 100 pounds, 14 by 20. The cost of making that plate to 
ns was $2.40 a box; we were getting $2.60. Now, the American Tin Plate, of course, 
would take exceptions to that statement. We have what is known as wasters, that 
is, imperfect plates, which we sold at that time fur 25 cents a box less. Bubstract 
the dilference of 25 cents from $2.60, and that would make $2.35 the selHng price, 
and the cost $2.40. And on those common grades of plateil we averaged about 5 per 
cent of wasters. So yon see that we were gleaning a profit on the common grade 
of plate which cost us $2.40 and we were selliug at $2.60. Of course, we made the 
higher grades of plate; we made these special brands for jobbers that commanded a 
higher preminm or profit than the common plates. That was when we paid $17.50 
for bars. Now, bars, as I remarked before, I could not buy to-day, if I could buy 
them at all, I could not bny possibly for less than $40 a ton. I do not mean to say 
that the American Tin Plate Company is buying bars at $40 a ton. It was our prac¬ 
tice to make our contracts for tin -plate bars for six months. They may possibly make 
them for a year. I think their presidiuit, Mr. Reid, stated that by reason of buying 
in large quantities they bought much cheaper. They may possibly be paying $30 
for their bars per ton. Thirty-dollar bars, with the increase in the general cost of 
manufacturing, representing the advance that has been given the men and the great 
advance that has been made in tin that represents the coating upon the black iron, 
should make tin plate cost $3.54 a box, which they are selling for $4.65 a box. 
Of course, I might say that it is only conjectural on my part as to what they are 
paying for bars. I did buy some bars a short time ago, 1,000 tons, for $36 a ton. 
Now, I know that I can make coke plates, the common grade of coke plates, with 
$36 bars and 32-cent tin—tin is not 32 cents to-day; it has declined to 26—for $3.84.* 

* See Mr. Gx^liaoii pp> 853,859; Mr. Keid, p. 874. * Seu Mr. Greer, pp. 923,924. 



THE TIN-PLATE COMBINATION:—GRIFFITHS. 903 

Q. (By Mr. JBNK9.) What did you say the market price is?—A. $4.65. Is that all 
the information that you desire? 

Q. I think that covers it.—A. Now, I do not say that the American Tin Plate 
Company could do it. Of course they would say they could not. I formulate these 
prices from the standpoint of my own experience, added to the advances that have 
been iqado on all the constituents that enter into the manufacture of tin plate. 

MAWUFACTUKERS WOULD HAVE STOPPED THE FALL OF PRICES. 

Q. (By Mr. Katchfokd.) I understand you to say that there was really no neces¬ 
sity for a combination in the tin industry?—A. No absolute necessity; no. 

Q. The fact that prices have declined so largely, from upward of $5 a box to $2.60 
per box, within a few years prior to the organization of the combine, would not 
that indicate that there was a necessity? Ami, furthermore, the fact that prices 
have advanced from $2.60 to upward of $l since the organization, would not that 
tend to {irove that the organization, or the combination as it is called, at least has 
accomplished its purpose to preserve prices and enable itself to maintain wages?— 
A. Well, they have accomplished tboir purpose as far as the advance of prices ia 
concerned. There is no question but the American Tin Plate Trust, as long as they 
govern conditions, will place prices to the full limit. 

Q. How about wages?—A. They granted a 15 per cent advance to their skilled 
workmen; 20 per cent was askeci.^ They were in such a position that they could 
not afford to get away from granting that advance. 

Q. If prices had continued to decline, is it your opinion that they would inevita¬ 
bly have had to fall back on their workmen and reduce their wages ?—A. Yes; oh, yes. 

Q. There is no doubt about that part of it?—A. No. 

Q. (By Senator Kyle.) Do you think the price would have declined even had 
this trust never been formed? — A. No; I tbiuk it had reached its limit. 

Q. iteaehed its level?— A. Yes; because there would have been a concerted action 
on the part of the manufacturers if this thing had not discovered itself, if this trust 
had not developed. We had been trying to do that thing, to arrange some method 
by which we could maintain i)rice8, for 2 years prior to this It does not make any 
difference how much profit you were making in the beginning, of course; your eyes 
always looked longingly to the largest amount you did make in the business, and 
the further you get away from that the greater the longing on your part to get back 
as nearly as possible to the original condition. That is only human nature. 

NO manufacturer would admit that he was losing money. 

Q. (By Mr. Ratchford.) At that limit of $2.60 a box, you state that the manu¬ 
facturers were making a fair, reasonable profit ?—A. I stated that we were making 20 
per cent during the last 9 months of our manufacturing existence. There was no 
manufacturer that would admit that be was losing money. Some have told me that 
they made over 25 per cent last year. Of course, they may have made very largely 
special grades. There was not that cut in special grades of plate. For instance, 
when I first commenced to manufacture tin plate in the orthodox way—that is, man¬ 
ufacturing from the bars—we sold a high grade of tin plate for $9.60; that is, a 
special brand; and we were selling at $0.50 when we went out of the business. 
There was not that decline in special brands of plate. To even up the small margin 
on those ordinary grades, the grades that represented th<'. largest amount of tin plate 
that was made, we generally covered ourselves, more than covered ourselves, in the 
special grades that we made. 

PRICES fell 60 PER cent; profits, 80; wages, 20, 

Q. (By Senator Kylk.) During this time of the fall of tin plate from $5.75 to 
$2.60, a fall of over 50 per cent as regards your finished product, what was your fall 
ill wages paid to employees?—A. X ean not speak authoritatively, but as far as my 
recollection will serve mo I should say 20 per cent. 

Q. It did not decline in the same ratio, tlien, as the cost?—A. No. 

Q. (By Mr. Jbnks.) There had been also a decided decrease in the cost of your 
material during that time?—A. Oh, yes. At that time you could buy tin-plate bare 
for $26 a ton. The lowest price we bought tin-plate bars for was $17.60, daring the 
year you speak of. Some might have made a better bargain and bought them for 
$16.50. 

Q. The highest price you said was $25?—A. During the time you speak of, I think 
it possible that bars could liave been bought at that time for $25 a ton. 

vj. (By Mr. Ratchfoud.) They are$36 now?—A. That is what I bought them for^ 


Mr. Grubatii, p. 853. 
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bat possibly you could not get them now for $36. The market price for billets is $36, 
and there is generally $2 difference between the billet and the bar. 

Q. (By Senator Kylk.) You were making 100 per cent in the first instance, thenf— 
A, Yes. 

Q. And at the l.ast, 20 per cent profit?—A. Yes. 

Q. A fall of 80 per cent as regards your profit?—A. Of conrsoj every year we con¬ 
tinued in the business our knowledge was expanding and growing. 

Q. Your wages had decreased 20 per cent?—A. 20 per cent; yes. 

UNEASINESS AND APPKEHENSION OP THE WORKMEN. 

Q. (By Mr. Jenk.s.)>. You say that since the American Tin Plato Company has been 
formed they have advanced wages some 15 per cent or 10 per cent for different 
grades. Are the workmen on the whole, do you think, pleased with the American 
Tin Plate Company? Do they consider it, on the whole, for their advantage that this 
tin plate company has been organized?—A. At the present time? 

Q. At the present time?—A. No; I think that the workmen generally arestanding 
on the ragged edge of desperate thonght and feeling. No; a spirit of uneasiness 
and apprehension has taken possession of the workmen. 

Q. (By Mr. Jenks.) What reason have you for thinking so? —A. I come in frequent 
contact with them, by reason of the mills I am building. The highest skill in the tin 
plate mills is exercised by what are known as the rollers. There are 816 rollers for 
the 272 mills that I speak’ of. 

Q. That are in the American Tin Plate Company?—A. Yes. I had application for 
a small plant that I am building from 1,50 rollers out of the 816. By the way, I met 
a representative lalxircr in the tin-plate industry a few days ago. lie is aman that is 
looked up to by reason of .somewhat siqierior intelligence, and he sways the thought 
and sentiment to a very great extent of the men he iwmo.s in contact with; that is, of the 
men that are represented in that industry. I asked him for an expression as far as 
he was concerned, and as far as the men he comes in contact with in Pittsburg were 
concerned. Yesterday afternoon he placed this in mj’ hands. Now, I can not give 
his name, by reason of the fact that he would not remain in the employ of the Amer¬ 
ican Tin Plate Company long if they knew he had written this. If you gentlemen 
desire me to read this and you think you can spare the time, I will do it. 

Q. Yes; we shall lie gla<i to have you. You spoke of this man as lieing an influ¬ 
ential man among the lahorers and yon do not wish to give his name. Docs he have 
any official position in their unions?—A. He has invariably been selected one of the 
committeemen. 

Q. That is sufficient. 

A workman’s view. 

The witness (reading); 

“PlTTSBi'Ko, Xoi’emher 14, 1S99. 

“Mr. W. H. Griffiths: 

“In replv to your request for the views of the tin-plate workers in general in regards 
to the Tin Flate Trust, otherwise called the .American Tin Plati: Conqiany, I have to 
reply that 1 can not claim to be familiar with the views of all the tin workers through¬ 
out the country, but I can give vou an accurate expression of the views held hy my 
fellow-workmen of the city of Fittsburg; and, as we number over 1,000 in'this city, 
we may perhaps be considered as fairly representative of the whole. 

“When the various indejiendent concerns first consolidated, workmen regarded 
the movement w ith a great deal of uneasiness. Trusts have acquired a bad name 
from the workman’s point of view. The concentration of so much capital into tlio 
hands of one dictatorial management naturally gives it power to drive a hard liargain 
ami often an unfair one with labor. 

“ It can not, however, be stated with justice that the American Tin Plate Company 
made any radical changes on its acqui.sition of the independent mills. The same 
wages were paid and the same rules and regulations as heretofore existed were con¬ 
tinued. The various labor unions that represented its employees were recognized, 
and the contracts that existed lietween employer and employee in general observed. 
This amicable state of affairs continued throughout the Wisk season, and the early 
fears of the tin workers were in a great measure allayed. 

MORE IDLENESS THAN EVER BEFORE. 

“Since the commencement of the dull season, however, the tin workers have much 
to complain of. The coming winter will see more tin-plate workmen idle than ever 
occurrM before in the past since the starting of the Industry in this country. The 
dull season in the tin-plate trade sets in in the late fall and generally lasts through 
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the winter months. The present year it came earlier than usual and will in all proba¬ 
bility last longer. When the trade was in the hands of independent 6rms largo 
quantities of ware were manufactured into stock against future calls or sold at very 
small profits to large buyers, who stocked it in their own warehouses against the 
brisk season; thus the workmen were given employment throughout the sW.k winter 
months. But the trust, having complete control of the trmle, will neither incur the 
cost of storage on its own premises nor abate its ironclad prices so that the buyers 
may lay up a stock for future trade. 

‘'The consequences are, a large number of mills have to be shut down. In the 
past, before the trust absorbed all the mills, oven when orders were exceptionally 
scarce, and many mills would be running less than full time in all parts of the coun¬ 
try, yet each manufacturer would strive to obtain his share of the demand; <«n8e- 
qucntly the work would be more equally distributed among all the mills, and there¬ 
fore the hard times were never felt by the workingmen as tliey are likely to be felt 
this year. Never before in the history of the trade have two large plants like the 
Pitteburg mills been known to close down entirely for want of orders in the same 
town, thus throwing out over 1,000 work people during the severe winter months, 
while another plant owned by same company is running its full capacity and actu¬ 
ally turning out more work than it is entitled to according to the agreement between 
employersand employed lastJulyatChicago.' Of course, this is one of the economies 
of the trust, but the workers may well exclaim with the frogs in the fable, who on 
being tormented by some thoughtless boys, cried out ‘What is only play to you 
means death to us.’ In like manner the workers can cry out to the trust, ‘What is 
only economy to you is starvation to us.’ 

MILLS KKl’T KUNNING WHERE THE AMAIjOAMATED ASSOCIATION AGREEMENT HOES NOT 
APPLY, OR IS VIOLATED. 

“To the tin-plate workers there appears much more in this system of economizing 
than is apparent to the general public. There is a most unjust discrimination in the 
selection of the mills that are shut down. When our representatives met those of 
the American Tin Plato Company in conference at Chicago last July an agreement 
was drawn up between the parties of whichl select two clauses. (1) Thattheunion 
representing the tin-plate workers should not interfere with the plant operating at 
Monessen, iii the Pittsburg district, where a lower rate of wages was paid than settled 
for other mills. (2) That no mill should turn out more work than the quantity 
agreed uixm between the 2 parties to the agreement at Chicago. The mill at Mones- 
seii is nmning regularly because a lower rate of wages is paid there, while the Pitts¬ 
burg mills are kept idle. Other mills also near Pittsburg (the New Castle mills) are 
running to their full capacity, owing to the fact that the American Tin Plate Com- 

S gets a larger output daily iu those mills than contracted for at the Chicago con- 
ce.' This latter is iu direct violat ion of the agreement. So that one set of work¬ 
men is given more work than the agreement between employer and emploveos allows 
them, while another set is left without any work at all. There is, however, more in 
it than the over-glutting of one and the starving of another crew of workmen. A 
larger output from a mill means iiuTeastal profit for the manufacturer, just as a lower 
rate of wages means it. The only fair inference therefore that can l)e drawn from 
the foregoing facts is that the reason that the Monessen and New Castle mills are 
kept running to their full cajaicity while those of Pittsburg are closecl down owing 
to the fact that labor docs notcOTst so much at Monessen and New Castle as it does at 
the Pittsburg mills.' Ostensibly we are idle through want of orders, but as a matter 
of fact we are locked out because wo will not work at a lower rate of wages, as do the 
men of Monessen, nor turn out a larger output, as do the men of New Castle. The 
managers of the New Castle mills might say that they do not compel their workmen 
to violate the limit-of-work rule. It is not necessary that they should compel them. 
They reward them by keeping them working when tlieir fellow-workmen of fheother 
mills in the same district are shut down. The best proof that the above is the true 
explanation of the shutting down of the Pittsburg mills, is the answer that the general 
"*“'J®8er of the American Tin Plate Company gave to a deputation from the Cumber¬ 
land, Md., mills, which are also idle, on being petitioned to restart the latter mill. 

“ He replied, ‘ If you can in any way give the comirany a concession of 10 cents per 
box, which is the amount that is required to put vou on an equality with New Castle, 
your mill will be restarted.”’ 

Q. That was not in respect to wages?—A. As I saw in the papers, it was in regard 
to transportation; but that was an absurd statement to make, by reason of the fact 


Seo Mr. Greer, p. 924. 
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that the New Castle mills are 200 miles farther from the East than the (^mberland 
mills. 

Witness (resuming reading). “Yet all these mills that are now closed down used 
to compete successfully with those now working when operated by independent firms 


MDCCTION OF WAGES INTENDED? 

“But we are persuaded that the trust has much more than present economies in 
view. Observant workmen perceive in this method of distributing the work a much 
deeper meaning than present economy. 

“The trust, through its officials, calls it one of the exigencies of the state of the 
trade. The workmen,see in it a farsighted policy that is feing carried out systemat¬ 
ically with consummate skill, the key to which is the utterance of President Reid, of 
the company, a few days w at Wasliington, D. C., to the cffecS that a reduction of 
wages would in all probability be demanded next July.' 

"The policy that is now being followed by the American Tin Plate Company is to 
make the resistance on the part of the w orkmen to such a demand as feeble as pos¬ 
sible. The means adopted to attain this end may be briefly stated as follows: 

“(1) Shutting out, through the winter months, of a large number of their most 
important workmen; (2) keeping at work regularly those whom they have always 
found pliant and subservient; (3) doubling up in those mills that are in operation, 
putting two men at one job, promoting the younger workmen, thus insuring a plen¬ 
tifully stockeil market of skilled labor in case a labor dispute might occur. With 
these conditions brought alxiut, the trust thinks it can safely venture on demanding 
the reduction of which we have had ample warning recently. That a few thousand 
workmen must lie kept idle during the severe winter season in order to carry out the 
plan will not, it appears, prevent the trinst in carrying out its policy. We have no 
legal right to demand our share of the work, and moral right ceaseil to exist witli the 
advent of trusts. We had thought that the consolidation of all the mills under one 
control would be helpful to both employers and employees; but we have been 
effectually cured of that delusion. If the American Tin" Plate Company can not 

E raetice its economies without the wholesale shutting down of mills, and throwing 
undreda of its empdoyees oiit of employment, if it can not pay dividends on its 
enormous issued stock without causing so much human suffering, then we say that 
the trust is more of a curse than a blessing. 

“These are the e.xact views of the idle tin workers of our two Pittsburg plants. 
We have discussed the matter thoroughly these last few weeks, having ampile time 
on our hands to do so.” 

Of course that is a workman’.s view. Of course his thoughts and feelings are gov¬ 
erned by conditions that are staring him in the face. 

Q. (By Mr. Eatchpobd). In substance, do you accept the truthfulness of that 
statement?—A. Well, you understand I am a manufacturer and have been for some 
years. Yes. In substance, 1 rather think there is a great deal of truth in the state¬ 
ment he makes. 

CAN THE WORKMEN 1IK1.P THEMSELVES? 


Q. Now, let me ask you this: The complaint that is made by the writer of that 
paper is against the treatment received by the workmen in Pittsburg as co'mpared 
M'ith those in New Castle. Could that complaint not lie obviated or removed by a 
closer organimtion of these men—if these men in Newcastle were organized and co¬ 
operated with those in Pittsburg, as the momlierH of the Amalgamated Association 
do in other places—they would not work chcarier in New Castle than Pittsburg, and 
they would network longer hours and would not produce cheaper material^—A. 
Yes. Let me state hi you that the workmen in the New Castle mill and the work¬ 
men in Pittsburg mills arc all Amalgamated Association men. There is only one 
exception referred to, the Moneasen mills. No; they are not violating anyagree- 
mentof the Amalgamated Association.' That Isa condition; if this condition still 
continues, that is a question which they will doubtless consider at theirnext national 
annual meeting. It was an industry that gave very steady work to the men, while, 
as I remarked before, there are fully 80 mills closed down at the present time. 

MEA.NINO OF “MILL.”— 80 IDLE OUT OF 272. 


Q. (By Mr. Jenks). Eighty of the smallest mills?—A. The Pittsburg mills are not 
small mills. 


1 Compare the testilnony of Mr. Held. p. SCS, bottom. 
®Cf»m[>are the workiuaii’s letter. p-iWA. 
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Q. (By Mr. A. L. Harjus. J What do you mean by a mill; do you mean a plant?— 
A. No; a works or firm might have 4 mills; there might be 2 mills owned by a 
firm; that was the smallest number under one management. There were 4 mills, 

6 mills, 8 mills, 10 mills, 12 mills, 20 mills, and recently a 30-mill plant built at 
Newcastle. 

Q. (By Mr. Jbnks.) What is the total number of mills owned by the American 
Tin Plate Company?—A. 272, about, counting some sheet mills they bought. 

Q. Of that number about 80 are now shut down?—A. About 80. 

Q. At what time did the Pittsburg mill close?—A. Three or 4 weeks ago. 

Q. (By Mr. Clakkk.) Were 2 plants closed down or 2 mills?—A. Two plants con¬ 
trolling 22 mills. 

THE ONLY HELP FOE THE WORKMEN IS IN STICKING TOGBTBER. 

Q. (^ Mr. Eatchpord.) I was going to refer to another statement of the paper 
read. The writer claims that the agreement originated in Chicago is not being car¬ 
ried out?—A. Yes. 

Q. And in another case he states, referring to these workingmen at Moneasen, 
that they are pliable, and that the indeiiendent members of the trade are locked out?— 
A. Well, he simply hints at a condition; that they are keeping the pliable men there; 
of course he is looking at it from a workingman’s standpoint. 

Q. That is systematically carried out by the trust in order to accomplish certain 
ends next year?—A. Yes. 

Q. If these men to whom he refers are pliable, and wilt do the bidding of their 
employer, will they not do so as well under independent management as under 
trusts?—A. Well, wdien distress and hunger visit them, I do not think they would. 

Q. You do not think they would?—A. No, sir. Now, I shall have to beg vour 
pardon. 1 am not here as a representative of lalsir, and I am not here to talk on 
the labor question. 

Q. The point I want to make is this, that if these men work conceitedly with each 
other in organization (we understand, generally, that they have such an organization, 
and a very good one)—if they work concertedly with each other, and maintain their 
prices, scales, and agreement, it would be impossible for the tin-plate trust to bring 
about these conditions?—A. Yes; 1 ackiiowdedge all that, sir. 

Q. And that, if they did not work in such concerted form, such a condition might 
be brought about by independent manufacturers?—A. Yes; I admit all that. Of 
course in a general gathering of that kind tliat is represented by such large numbers 
you will always find some weak ones. 

CONDITIONS AT MONKSSEN. 

Q. (By Mr. Clarke.) Ixit me ask if there is any particular difference in the cost 
of living at Monessen and at Pittsburg?—A. No, sir. I should say that the cost of 
living jxissibly would be a little higher in Monessen than in Pittsburg; we generally 
find It so in small towns. 

Q. (By Mr. Farquhar.) The difference would be in rents?—A. Difference in 
rents, yes; and then other commodities that you buy, store goods, and so forth. If 
you will permit me to use the term generally—much higher—oh, yes; a great deal 
higher in a country place, in small towns, than largo places. 

Q. (By Mr. Jenks.) Do the men in the plant at Monessen belong to this same 
association?—A. No, sir. Now, I have very little knowdedge of the matter. There 
was some special method of making black plate, intrcxluced in the Monessen mills, 
before the trust took hold, and I understand that the trust wanted to experiment 
with this for 1 year, and the form of lalior that was representecl in those particular 
mills did not come within the circle of the Amalgamated .Association.' 

Q. (By Mr. Farquhar.) They do not come within the scale at all?—A. Yes. 
Now, that was the idea of that, and I understand the American Tin Plate Company 
were very obstinate in their demands so far as the Monessen plant was concerned. 

UNION LABOR AND STRIKES. 

Q. (By Mr. Eatchpord.) What is the history of the trade as regards strikes? 
Are strikes very frequent or less frequent under the new combination than they 
were formerly? Have you had any trade strikes?— A. Oh, yes; there have been 
several nominal strikes, but not in the mills proper; that is, not in the department 
that rolls the black plate. There have been two or three strikes in the tin-house 


1 Compare Mr. Graham, i». SOI; Mr.Reid,p.87(J; Mr. Greer,p.924. 



%% HEARINGS BEFORE THE INDOS!fSli£ 

ilepartment. That has been the result of the faet that the tin house, Of the labor Jn 
the tin house, lias resolved itself into an organization, which it never did before the 
trust came into existence- 

Q. Have these strikes taken place under the trust?—A. Yes. They might have 
taken place, you know, under individual administration, if they had been organized. 

Q. But practically you had few strikes or none at all prior to the organization of 
the combination?—A. I only remember one strike during the existence of the busi¬ 
ness, and that extended for some 2 or 3 months. 

Q. Did that take place in your establishment?—A. No, sir; that was prior to my 
connection with the general manufacturing of tin plates, that was when I was known 
to the trade as a dipped. 

Q. (By Mr. Clarke.) You think, then, that the consolidation of the mills under 
one control has had a tendency to cause labor to organize m^ire effectively than 
before?—A. No; not as far as the mill labor is concerned, but in the tin house 
they may. They might,possibly have organized if the tru.st had not become a fact. 
There never was an organization in that particular department until within the last 
6 months, and after that they had some little trouble; but the strikes have not been 
of any consequence whatever. There were strikes in that particular department, 
but the trouble did not extend generally; it would only be at this mill, or the other 
mill, and the matter would be adjusted. 

Q. (By Mr. Clarke.) Is your lalior organized? That is in your tinning depart¬ 
ment?—A. You mean—well, I am not employing any labor at the present time. 

Q. No; but you were before?—A. No, sir; it was not organized, no. That is what 
I stated; there was no organization in the tinning department until within the last 
6 months, and it might be due to that fact that some differences of opinion arose; 
but the differences were only nominal, and they were very readily adjusted. You 
can readily understand that a new organization would lay down certain conditions 
that might be a tittle off color from the point of view of the employers. 

Q. You found no great difficulty, but, on the other hand, a convenience in dealing 
with the Amalgamated Association, I suppose?—A. Yes. 

Q. Might that not be equally true in the tinning department?—A. Yea; I sup¬ 
pose the same condition would exist. 

prices; market reports. 

Q. (By Mr. Jenks.) When you sold out your establishment to the American Tin 
Plate Company you retained your own books, accounts, and so on, I suppose?—A. 
Yes. 

Q. Would it be possible for you to furnish to the commission a list of prices based 
on your own experience, running back for a period of some years, say the monthly 
prices of the finished tin plate of standard sizes—the prices that you had to jiay fortin- 

f late bars, and the prices you had to pay for tin?—A. Yes. Permit me to state that 
only went into the manufacturing of tin plate—that is, from the bar, from the 
beginning—in 1896. Prior to that tiiiie I was what is known as a dipper. My com¬ 
pensation w'as very large and profits were large; consequently I was satisfied. That 
is the reason I did not go into the tin business earlier. 

Q. You can give the prices from 2 establishments so far as you were, dealing in 
those goods?—A. Yes; but the prices I would give you as far as the dipping business 
is concerned might not be of any conseijuence whatever. 

Q. They would lie tin and black plate, would they not?—A. Yea; but we made 
altogether special grades of plate. 

Q. You can not give the general-A. No; I made no common plate; still I did 

make some after. 

Q. You can give us the course of wages in those establishments?—A. Yes. 

Q. What do you consider on the whole the best trarle paper to get these facts from 
as to prices?—A. You get them from the Daily Metal Report that is published in New 
York. 

Q. The American Metal Market?—A. Yes; they are absolutely correct. 

Q. Do you think prices in the Iron Age would be correct?—A. Yes. 

Q. (By Mr. Clarke.) Bulletin of the American Iron and Steel Association?—A. 
Yes; all those papers would be correct. I never saw any variation of prices in any 
of those trade ^^rs. 

The commission took a rece» till 2 p. m. 
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After recess, 2.12 p. m. 

PI.ANT SOLD FOR 26 OR 30 PER CENT ABOVE COST. 

Q. (By Mr, Jenks.) You said that for the last year that you ran your independ¬ 
ent plant you had earned a 20 per cent dividend on the investment. I suppose that 
with business conditions as good as that, when you made terms to sell your plant to 
the American Tin Plate Company, you got a high price?—A. We got about 26 per 
cent or 30 per cent over and above the original cost of our plant. 

Q. By the original cost of the plant you mean the cost of buildings, or simply the 
plant itself?—A. The plant itself, togetner with the machinery. 

Q. And the stock you had on hand?—A. No, sir; no. That was a matter that was 
dealt with separately and was distinct from the purchase price. 

Q. Then they offered you in cash-A. Our stock on hand was sold at market 

prices which prevailed at that time, for whatever goods or stocks we ha<i on hand. 
For instance, on the plate I spoke of, 100-pound plate, 14 by 20, we secured the mar¬ 
ket price that prevaile<i, $2.66. 

Q. For the plant itself you received Iretween 25 and 30 per cent above the complete 
cost?—A. What it cost us; yes. The matterwas treated in ratheran indefinite man¬ 
ner, I believe. When that question was propounded I do not know; there has been 
a condition of feeling on the part of all manufacturers who w'ere represented in the 
industry prior to the trust not to communicate as to what they did get. I do not 
know that there was any particular restraint put upon them. I know I never asked 
that question of another manufacturer and I do not think a manufacturer asked me 
the question; but there was a standard price put upon a modern tin plant. There 
may have been exceptions where a better price was obtained, and there may have 
been an ex<«ption where a less price than that stipulated was obtained; but I think 
the standard price generally prevailed. 

THE combination’s STANDARD PRICE, $40,000 PER MILL. 

Q. Would you mind mentioning the standard price per mill?—A. No; I do not 
know that I am under restraint not to answer that question—$40,000. 

Q. Per mill?—A. Yes. 

Q. In your judgment, is a mill a fair basis of valuation for a tin-plate plant? For 
example, would you say that a 10-mill plant was, speaking generally, worth just 
about twice as much as a 6-niill plant?—A. Yes; approximatwy; yes. 

th When you so approximate, do you think it would be worth rather more than 
twice that much, or less?—A. Tliat would depend very largely upon the person who 
was building. For instance, a 10-mill plant might be gearM, to sj^k in mechanical 
parlance, and then again a 10-mill plant might be driven direct. Under these condi¬ 
tions where you drive direct you require inori! engines and more steam capacity; 
consequently the expense would be greater. 

Q. More than double?—A. Well, it would be almost double, because I do not 
think it would be the proper thing to nm more than 2 mills direct, where you could 
run 4 mills geared with the same steam power. 

TARIFF PROTECTION STILL NEEDED. 

Q. In your judgment has the protective tariff on tin plate been necessary for the 
develrament of the industry here?—A. Yes, positively so. 

Q. Do you think that at the present time, with the industry developed as fully as 
it is, it is essential that the tariff rate be maintained?—A. No; I should not like logo 
on record as saying that the present tariff rate was absolutely essential. 

Q. When the tin-plate manufacturers could make anywhere from 100 per cent to 
20 per cent profit in the industry, with the tariff where it then stood, would you 
think it essential tliat the tariff be maintained at something like the rate that was 
put on? 

The Witness. At the present time? 

Mr. Jenks. During this period that you have mentioned, when you made from 
100 per cent to 20 per cent?—A. Fully, so far as this is concerned. I do not think 
for one moment that if the McKinley tariff had not become a law the industry would 
have grown as rapidly as it haa It was certainly the McKinley tariff bill that 
encouraged the industry at that time, because until the McKinley tariff bill was 
talked oi there was not a thought given in the direction of erecting tin-plate milla 

Q. You think, then, it would be fair to say that the tin-plate industry in this coun¬ 
try is really a creation of the McKinley tariff?—A. Yes. 
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Q. Do you think that at the present time it the tariff were removed the industry 
would be destroyed? 

TheWiTNBas. If removed altorether? 

Mr. Jenks. Altogether.— a. Yes. I think I stated to you this morning that it was 
possible during the last year, when the prices of material were exceedingly low, to 
make a box of coke platM at $2.40 that sold at the mill for $2.60. It woma cost us 
to lay that down in New York—well, the minimum co.st would be $2.78. 

Q. At that time?—A. Yes. At the same time they could lay tin plate down in 
New York, and were laying it down in New York—the 100-pomld coke plate, 14 by 
20—at $2.18. > 

Q. At that time?—A. Yes. That was independent, of course, of any effect that 
the tariff had. 

Q. What was the rate of the McKinley tariff act?—A. Two and one-half cents.. 

Q. (By Senator Kyle.) Specific?—A. Yes. 

Q. And under the present law?—A. One and one-half cents. Now, if conditions 
resolved themselves intg the former system, we could not possibly make tin plate 
without some tariff assistance. I demonstrated that by conditions that prevailed 
last year. 

THE COMBINATION BKIN08 NO BENEFIT TO THE COVNTEY. 

Q. JBy Mr. Jenks.) You have spoken at different times of the arbitrary manner 
in which, in your judgment, the prestmt tin-plate company does business. Do you 
think that in such a combination as has tieeii formed there are fair opportunities for 
savinM? Are there really advantages from combination of that kind that might be 
beneficial to the country? 

The Witness. Beneficial to the country? 

Q. Yes. Can you mention some advantages that you think might exist from a 
combination of that kind?—A. No, sir; I can not. 

Q. Do you think that there is an opportunity for them at times to make a decided 
saving in cross freights? For example, supposing they have a tin-plate mill in Chi¬ 
cago and another m Pittsburg; they would, I suppose, under present circumstamwi, 
fill orders in the neighborhoi^ of Chicago from the Chicago plant and in the neigh- 
borhoml of Pittsburg from the Pittsbuig plant? If they were independent concerns, 
would there lie likely to lie cross freight that would involve a good deal of extra 
expense paid to the railroads?—A. Yes. 

Q. Can you say that when the tin-plate officials mention the savings in cross freight 
from their combination as a benefit to the country they are speaking reasonably?'— 
A. No; as a benefit to the country, no; because whatever grist they get from that source 
goes into their own mill. 

CHAKOE A FREIGHT KATE “EVEN IF THEY COULD HAUL IT FKOM THESE MILLS.” 

Q. In the other case it would go to the railroad?—A. Yes. What I mean to say 
is, if an Eastern firm—for instance, a Pittsburg jobbing house—^linys tin plate from a 
Pittsburg mill, they are going to charge them a freight rate even if they could haul it 
from these mills. It is the American Tin Plate Comiiany that is getting the benefit 
of that condition. 

Q. You think they do not divide any benefits that come from that condition with 
the consumer?—A. Not with the consumer; the consumer does not derive any; the 
jobber does not derive any. 

Q. Did I understand you to say it was the custom of the American Tin Plate Com¬ 
pany to charge a freight rate to a Pittsburg dealer, a Pittsburg jobber, when they were 
delivering the goods from the Pittsburg mills?—A. Yes; charge them a 10-ccnt frtight 
rate. They charge a 10-cent freight rate, and the freight rate from Pittsburg to Phila¬ 
delphia would be 16 cents. The jobber in Philadelphia has to pay 6 cents more than 
the Pittsburg jobber if the goods come from Pittsburg. 

DISADVANTAGES THAT COME FROM COMBINATION. 

Q. What, in your judgment, are the chief disadvantages of a combination like the 
American Tin PlateCompany?—A. Oneof the disadvant^es was hinted at in that com¬ 
munication that I read to you this morning. As far as it would affect labor, I believe 
1 read the statement that it is a much more difficult matter to get justice, as far as 
wage is concerned, from a large corporate body than it would be from an independent 
plant. Then, again, I do not think that they can study economies generally as closely 


1 See table of prices, p. 8C9. 
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as if the Anns were under independent management, where a man exercises all the 
skill and all the knowledge he possesses directly upon the scene of action. 

Q. Do you think those the two greatest disadvantages?—A. Those are the two 
greatest disadvantages. 

Q. Do you think of any others?—A. It establishes a bad precedent as far as the 
general industries of the country arc concerned. If they make a success, and main¬ 
tain an existence, and are able to dominate the conditions, as they seem to be at the 
present time, it is an encouragement for every industry to fonn themselves into this 
same body of power. 

Q. And you think this domination of one power in any one field of industry 
tends to weaken, on the whole, the real strength of that industry?—A. It soon 
debars us of the liberties we prate about so much. 

Q. (By Senator Kyle.) And very much discourages an individual from going into 
business?—A. Certainly it does. 

CAN PAY DIVIDENDS AT THE EXPENSE OF CONSUMEKS. 

Q. (By Mr. Farquhab.) How is it about paying dividends on large stocks?—A. 
Well, I do not think they can pay them as readily as they can on small stocks, where 
capitalization is a leptimate one. 

Q. But is it not a fact that nearly every one of these combinations has a large sur- 
jilus of common stock that has b^n given as a bonus, offered share for share as an 
inducement for partis to go in for preferred stocks that are selling way down at 
70; and with over capitalization, how is it possible for them to ever return any divi¬ 
dends to the public and their own stockholders?—A. Under the present conditions, 
the American Tin Plate Company can most assuredly do it, or else the management 
is fearfully out of joint. 

Q. (By Mr. Jenks.) By keeping prices at what you consider an uncommonly and 
extraordinarily high level?—A. Yes. 

Q. (By Mr. FAEauHAR.) It is at the expense of the consumer, then, that they can 
pay dividends?—A. Yes. 

Q. Is it your own opinion, speaking generally, and yonr observation generally, that 
these combinations arc really overcapitalized ?—A. Oh, no question about it. 

Q. Do you think that men who own mills in good working condition and paying 
a good ordinary dividend would ever go into any combination of that kind unless 
there was a remarkably good premium attached to the offer to them of coming into 
the combination?—A. No, sir; most emphatically, no. 

Q. You can always speak of that from your own experience?—A. Yes. 

VALUE OP PLA.NTK WllE.N BUILT PERHAPS $12,000,000. 

Q. (By Senator Kyle.) What amount is the American Tin Plate Company capi¬ 
talized for?—A. Twenty million preferred and thirty million common. 

Q. Fifty million?—A. Fifty million. 

tj. What is the value of the plants, taking them individually?—A. At the time 
they were bought ? 

Q. Yes.—A. I presume they could have been built for $12,000,000. They can not 
be built for that to-day. 

Q. At the time they were gathered into this aggregation?—A. Yes; at that time, I 
should say, $12,000,000. 

Q. Twelve million dollars, good will and all?'—A. Yes. 

Q. (By Mr. Jenks.) What did you say the basis per mill w’as?—A. About 
$40,000. 

Q. How many mills went into the combination?—A. Two hundred and seventy-two. 

Q. (By Senator Kyle.) This $40,000 includes good will and everything?—A. The 
$40,000 includes good will of the mills, property, and everything in these mills per- 
tainuig to the manufacture of tin plate. 

$10,000,000 TO THE PROMOTERS. 

Q. (By Mr. A. L. Harris.) Do you know how' much the promoters were to get?— 
A. Ye^ $10,000,000 of common stock. 

Q. (By Mr. Jenks.) Was that stated to the persons who were asked to sell out to 
them?—A. Yes. 

Q. It was an agreement—perfectly open matter?—A. Yes. 


•SeeMr. Reid, p. 884. 
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Q. You received that information from Mr. Moore himself 7—A. No, sir; I read it 
in the general form of agreement.' 

Q. That was included in the written agreement, was it?—A. Yes. That written 
agreement was presented to each manufacturer to read. 

Q. And you stated that the promoters were to receive $10,000,0007 They were to 
pay the expenses of organization out of that?—A. Well, I can not say ^sitively 
whether that was the case. I have been led to draw that condition from statements 
that have been made since that time. 

DESPITE HIGH PRICES, $20,000,000 TO $25,000,000 WOULD BUILD THE PLANTS TO-DAY. 

Q. (By Senator Kyle.) It was represented to you that they could be made to pay 
a very good dividend on this whole amount under the reorganisation 7—A. Oh, yes; 
I was cognizant of that fact myself, lieing a manufacturer. That is, with the high 
prices that were prevailing at the time we sold out. Of course, I knew that was the 
fundamental idea in the character of the project. 

Q. (By Mr. Jenks.) You said that at the time you sold out, the property could 
probably have been duplicated for about twelve million?—A. Yes. 

Q. About what would you say it would cost to duplicate them now? You are in 
the building business. You know what the increase has been.—A. Well, 1 might 
be able to put down a mill probably 20 jier cent less than a competitor would, 
having extensive knowledge of the business. 

Q. Speaking of your own particular plants?—A. Well, take your machinery and 
buildings and power sendee, and it has increased almost 100 per cent. 

Q. Well, would you suppose that in the neighborhood of $M,000,000 or $25,000,000 
would build those plants to-day?—A. Yes. 

Q. Not over $25,000,000?—A. Not over $25,000,000. I might cite you a few facts 
and you can draw your own conclusions. For instance, I contracted for building 
one building in particular, in March, for the sum of $5,850. I sent in a specification 
for an identical building six weeks ago, and thev asked me $9,000. For instance, I 
twHght a 30 by 60 Corliss engine for $7,200. That included a feed-water heater. 
For a 28 by 60, less in size, they askwl me to-day $10,850. Of course, you gentle¬ 
men are fully aware of the conditions of the times; we all exiiect- 

$40,000 A MILL A PAIR VALUE TO-DAY. 

Q. What would you say would be a fair liasis per mill for valuation now if you are 
going to put down mill plants?—A. Oh, I think I could put them up at $40,000 a 
mill.’ 

Q. To-day?—A. Yes. 

Q. So you think this basis of calculation that was agreed upon was at that day a 
very high basis of calculation ?—A. Yes, but not to-day. 

Q. How many mills are you putting up?—A. We have assembled now 3 mills. 
We are building for 4 more. 

TARIFF NOT THE FATHER OF THE TRUST. 

Q. (By Mr. Clarke.) You have stated that the establishment of the tin-plate 
industry in this country is due to the McKinley tariff?—A. Yes. 

Q. Do you think that, except in tliat sense, the tariff is the father of the tin-plate 
trust? 

The Witness. Of the present trust? 

Mr. Clarke. Yes.—A. Well, it just follows the natural flow of circumstances. It 
has a relationship, of course, from the statement I made in the morning. Of course, if 
we had remained as independent plants, it would have been the father of our busi¬ 
ness on the lines I spoke of. I am not prepared to state, gentlemen, that you would 
not have seen any tin-plate mills at the present time, but I do know that that was 
the fountain from which all these streams have flowed. Possibly, in a year or so 
after the period that I spoke of, somebody might have been able and brave enough 
to build a tin-plate mill and show conclusively that it was possible to operate tin¬ 
plate mills here with a profit. 

Q. But, granting that the establishment of the tin industry in this country is due 
to the taiiff, is the tariff the father of the trust in any other sense than that?—A. No, 
sir; I do not think so. 


• Compare testimony of Mr. Reid, p. 866; Mr. Moore, p. 960, 
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Q. Would you have venturi to establish your business then or build the mills 
which you are building now without a protective tariff?—A. I do not think I would 
have done so, unless I had had an example before me. 

MSADVANTAQBS OP COMBINATION MAY BE MADE CP POH BY SAVING CROSS FREIGHTS 
AND SUPPRESSING COMPETITION. 

Q. (By Mr. Eatchfoed.) I want to recur to the excess of cost of production, which 
you referred to some time ago, of the American Tin Plate Company as compared with 
the individual manufacturers. Are we to understand that the independent manu¬ 
facturer has to that extent an advantage over the American Tin Plate Company, or 
is that excess of cost accounted for in any other way ?—A, The excess of cost is 
accounted for by the fact that all materials represented in tin-plate making have 
advanced in price, 

Q. Is the price not increased alike to the American Tin Plate Company and to the 
independent manufacturer?—A. To a certain extent. I think I ventured the remark 
that I really did not know what they were paying. They may be paying very close 
to the market price, and they may be paying ®10 below the market price per ton for 
tin-plate bars. The most expensive constituents that enter into the make-up of tin¬ 
plate are the tin-plate bars, the labor, and then comes the tinning, or coating, which 
is very small compared with the other costs. For instance, block tin a week ago 
was 32 cents a pound; to-ilay it is 26 cents a ]wund. That would make a difference 
on a box of tin plate of 15 cents, which would mean a profit on the nonnal amount 
of plate that is turned out per year of }>1,500,000. So that, while it is small in detail, 
the aggregate is considerable. 

Q. The particular point I wanted to refer you to is this: You are understood to 
have stated that the individual manufacturer is better able to look after details?—A. 
Yes. 

Q. And as a result is able to show a saving that is not shown by the American 
Tin Plate Company?—A. That is my individual opinion. 

Q. Then to that extent you believe that an individual manufacturer, or independ¬ 
ent concern, as it is called, has an advantage in production?—A. Yes. 

Q. Is that disadvantage that results to the American Tin Plate Company, as com- 
pareil to the individual producer, compensated for in any other way? Do they make 
it up in any other way?—A. What, the American Tin Plate Company? 

Q. Yes.—A. Well, they would make it up to a certain extent, as far as freight 
rates are concerned, by shipping to the jobber from the nearer point of manufacture. 

Q. Is it not accounted for also in this way, that by closing up mills they suppress 
competition?—A. Yes, they keep the supply down. 

DOES NOT KNOW OF FREIGHT DISCRIMINATION. 

Q. You spoke about freights. That is a point 1 believe you have not brought out 
yet. Do you know of any ml vantage that the Ameritan Tin Plate Company has over 
the individnal manufacturer in the matter of freight rates?—A. That is, as to any 
gracious consideration extended by the railroads? 

Q. Yes.—A. No, sir; I do not. 

Q. There have not been any complaints on the matter?—A. No, sir; I have not 
heard of any. 

SAVINGS IN BUYING—relations TO PnELPS, DODGE 4 CO. AND CROOKES A CO. 

Q. (By Senator Kyle.) What is the saving in regard to the cost of materials?— A. 
That is, to the American Tin Plate Company in contradistinction to the independent 
manufacturers? 

Q. Yes.—A. The saving would be considerable by reason of the fact that they are 
lame purchasers. 

Q. Do they purchase all their material from 1 firm or 1 or 2 firms?—A. Yes, as I 
understand it, they buy all their block tin from Phelps, Dodge & Co., of New York. 
They buy their palm oil, I believe, that they use very extensively, from Crookes 
& Co. 

Q. What per cent do you believe they would save in this way over the independ¬ 
ents in the purchase of stock?—A. Well, I do not know. As far as block tin is con¬ 
cerned, I do not suppose they would save very lar^ly, nor in palm oil. It wonld 
just depend on the time when they bought. The indiviauBl manufacturer might not 
possess the ability to huy a 6 months’ supply. The supposition is that the Amer¬ 
ican Tin Plate Company is able to buy for 6 months, and they would take advantage 
doubtless of a low market when they made their purchases.* 
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Q. It would not be so great a per cent, however, tb&t itpould not probably be over, 
come by the individual?—A. Oh, no. That is, m the economies that he is able to 
practice that they are not? 

Q. Yes.—A. Yes; I would state that individually as my opinion. 

Q. (By Mr. Jenks.) Have some of the members of Phelps, Dodw * Oo. and 
Orookes & Co. positions on the board of directors of the Tin Plate &mpany?—A. 
Yes; Phelps, Dod^ & Co. have Mr. McLean as a director, and Crookes & Co.—well, 
I think possibly they buy their palm oil from that source inmrder to administer a 
kind of poultice for any soreness that might occur there. They were large jobbers 
and practically closed out of business. They took one of their reprMentatives, Mr. 
Wells, and put him on the Pacific coast as their sales agent. 

PLANTS RUNNINO AND PLANTS CLOSED. 

* 

Q. Yon spoke about the fact that 2 of the large plants at Kttsburghad been closed 
down. Was it not po.ssible, at least, that they were closed down b^use of the diffi¬ 
culty of securing their'raw material, the tin-plate Irars, etc.?—A. No. 

Q. Wliy not? I suppose there is a very strong demand and it is difficult to make 
the supply?—A. I do not think that was it, as far as the tin-plate trust was concerned. 
Of course, they say that the mills were closed down indefinitely with the possibility 
of reopening them again for service. They luui discharged their superintendents and 
their clerical force, and I understand were removing the metal from their tinning 
departments. 

Q. What reasons do they themselves gi vo to their men for closing down?—A. They 
assign no reasons. They are very indefinite; the men chafe because they can get no 
form of satisfaction as far as the future is concerned. 

Q. Is the Newcastle mill runningovertime?—A. No; that apparently doesnotcomein. 

Q. You run 24 hours a day, do you not?—A. Yes; it is necessary to do that for 
economy. 

Q. (By Mr. Farquuar.) The Ne«(^astle mill is running full?—A. They are run¬ 
ning full. 

Q. So that any production that has come in there is taken up by the Pittsburg 
syndicate?—A. 1fes. 

JODBEIIS SKLLI.no .AS MfCn AS EVER. 

Q. That has frozen them out?—A. Yes, that is my opinion, if the trade is some¬ 
what dull, that they have brought it about largely by themselves. 1 know, as far as 
the statement is concerned by some of the jwominent jobbtsrs in the country, that 
they are only buying for their actual wants, and hope that something will turn up in 
the future whereby they can turn their patronage in some other direction. This mat¬ 
ter of brands with the jobbers has been a yery serious thing with them and has 
incurred their resentment. 

Q. Tbedemand for tin plate is jast as large now as it was in 1898?—A. Well, yes. 

Q. It is a great deal more, is it not?—A. Well, the supposition is that it is sympa¬ 
thizing with the general demand. 

Q. (By Mr. Farquhar) . Any combination that can control 75 to 80 per cent of the 
whole product of the country, if not more, certainly can maintain prices by putting 
on the market just so much of the product?—A. The jobbers haye oeen selling jurt 
as much plate this year as they ever sold. 

EFFORTS TO RESTRICT PRODUCTION HAD BEEN UNSUCCESSFITL. 

Q. But a curtailment of the product is a very easy remedy for the purpose of put¬ 
ting the price up?—A. Yes. ■» 

Q. Is It not the usual way for manufacturers to do that—to even partially agree 
among themselves to curtail the output so as to maintain prices?—A. It is customary; 
yea We have never had an agreement amongst ourselves; we have never felt able 
to do that. 

Q. You have striven to do it?—A. We have striven to do that, to formulate an 
agreement, with reference to carrying out that thing. But I do not know whether 
it was a fek of honor on the part of some of us or not. They generally found an 
opening that effected a breach in the agreement. 

PRICE NOT LIKELY TO FALL SOON—ADVANCE IN WALES. 

Q. As you are going into the business now again, probably competing with these 
people, have you an idea that under present conditions, and if there is no change 
made in the tariff—although there are threats that there wiH be—the price of tin plate 
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to the consumer will be anything lessened in the coming year or two?—A. Under 
present conditions? 

Q, Yes.—A. Yes; it might be somewhat less—that is, if there was a change in the 
tariff. That was the question you put, was it not? 

Q. Do you think that independent of the combine the prices would naturally fall 
away from what they are?—A. I do not think so. 

Q. Then you believe in a combine to arbitrarily hold and control prices, provided 
the combine is strong enough?—A. I do not believe in that. 

Q. Do you think it is human nature to do that?—A. It is human nature to do the 
very best you possibly can for yourself and those closely connected with you. 

Q. That is nght.—A. Pardon me, there has been an advance of about 72 per cent 
on the foreign output, on the Welsh tin plate, and about 81 per cent on the domestic 
within the last 4 months. The Welsh tin plate is unusually high, by reason of the 
high price of materials over there. 

TIN PLATE IMPORTED. 

Q. Is the American market—the United States market—very much cut off from 
the Welsh manufacturers?—A. Very largely; yes. There are some grades there that 
are made from what is known as open-hearth material, which is somewhat tetter 
than our open-hearth material here. The material is known to the trade as Siemens.' 
There is more ductility and tenacity in the material itself; and that ductility and 
tcnai’ity is required for some special purjioses. But then that represents a very small 
percentage of the tin plate. 

Q. (By Mr. Jenks.) Do you know whether there is any importeil, with the idea 
of receiving a drawback, to he reexported?—A. Oh, yes, yes; the Standard Oil Com¬ 
pany very largely follows that practice. 

Q. They buy it cheaply?—A. They buy across the water of some large manufac¬ 
turers. 

Q. And they do not buy very much of the American product?—A. No, I will not 
say that; I know' in 1898 J sold them some myself. 

Q. But they buy largely abroad?—A. Yes. Mine was an emergency order 

A 8IX-.MILL PLANT QriTE LARGE ENOUGH. 

Q. (By Mr. A. L. Harris.) What sized plant, measured by the number of mills in 
the plant, can be ojicrated with the greatest economy, in your opinion?—A. Well, in 
my opinion, when you exceed six mills you have too much for one man to look after 
and look alter economuially. The larger your mills the larger your leakage, in con¬ 
sideration of the innumerable details that 1 spoke of this morning. I liave been riven 
to understand that across the water four-mill plants could be worked to greater advan¬ 
tage and more profit than larger plants. That has been generally understood and very 
frequently published.’ 

Testimony closed. 


TESTIMONY OF MR. H. F. GOING, 

Retired earner and miinufaaunr nf tin cans. 

The commission met at 2.12 p. m.. Chairman Kyle presiding. At 3.10 p. m. Mr. 
H. F. Going was introduced, and, being duly sworn, testified as follows: 

Q. (IW tenator Kyle.) State your name and address.—A. H. F. Going, Balti¬ 
more, Mil. 

Q. (By Mr. Jenks.) You have teen engaged in the manufacture of tin tans?— 
A. I was engaged first in the canning of hermetically scaled food, and incidentally 
we made the cans or packages that contained the food. 

Q. For how long were you in this line of business?—A. My first entry into the 
canned-goods industry was in 1864, and up to a recent time I had teen engaged con¬ 
tinuously in that line of business. 1 still retain a small interest in it, but at this 
particular date am not actively engaged as much as previously. 

FORMER PRICES OF IMPORTED TIN PLATE. 

Q. For how long a time were you engaged in the manufacture of tin cans?—A. 
From 1868 to 18947 


' See Mr. Taylor, p 932, 
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Q. Will you be kind enough to tell us what the efieet of increases in the price of 
tin plate has been, according to your business experience, upon the industries with 
which you were connected—in the first place upon the manufacture of tin cans, and 
afterwards upon the tinned-goods industry?—A. Going back to the earliest period in 
which I took particular notice of the price of tin plate, I would state ttat at that 
time we received all our supplies from England; and as the value of the MeenWk 
rose or as gold declined, so did the price of tin plate vary. After it got down to a 
basis of f5 or f5.25 a box, during the dull period on the othei*side, we manufactured 
cans on that l^is very cheaply. Ijiter on industrial activity increased on the other 
side and the demand for iron sprang up; and as pig iron is the thermometer of trade, 
prices of tin plate went up in harmony with the prices of pig iron, and values went 
tjack to $7, $8, and "$9 a box; and so throughout the various years of changing trade, 
until about the time of the McKinley tariff bill. 

E.VKl.V IMCERKECTIO.N, .C.NJ) I„\TEK I.MPllOVKHENT, OF .^.MERICAN TIN PLATE. 

Shortly after that we commenced to get occasionally a little lot of American plate; but 
the American plate was not at first satisfactory, for the reason that it was not rolled 
by men away up in their line, as they are to-uay. It was rather irregular in manu¬ 
facture. In addition to that we found that the phosphonis and sulphur had not 
been sufficiently taken out of the plate, and it was rather brittle. In the stamping 
up we found it would often crack. But by the improved American methods the 
quality of plate improved, as well as by the improvement of American machinery, 
which, as I understand from the re{X)rt of the president of the Royal Institute of 
Engineers of England, is so far superior to the English machinery used in the pro¬ 
duction of plate that they are left liehind in the race. Did they not have the cheap 
labor on their side they could not hold themselves up in competition with the price 
of American plate. That was at a period when plate was selling at about $2.60 a box 
at the mills. With the introduction of American machinery there, he stated, and 
with the low rate of wages paid to their operatives, they need not fear as to the result 
from competition from anywhere. I hear that they have adojited a great many of 
our mills over there in their manufacture, and are introilucing more. After a while 
the quality of the American plate improved to such an extent that to-day, with the 
two side by side at the same price, the average can manufacturer will take the Ameri¬ 
can plate. The skill of the workmen has produced a better result; the tin is softer 
and more ductile; it has a better coating. 

RECE.VT DBrERIORATIO.N OK TI.V PLATE. 

It did have a better coating, but I understand lately, since the formation of the 
American Tin Plate Company, that they are reducing the surface coating to such an 
extent that the canner now’—the manufacturer of cans—has commenced to be a little 
apprebensive. That coating, as has been stated to you, is done by dipping, and after 
it comes out of the dipping tank it goes through something in the shape of a machine 
called a squeezer. But in the years 1 am speaking of, when we imported tin plate, 
there were 5 pounds of pig tin used to 100 pounds of black iron. They have reduced 
it now to a basis of about 2J pounds. And the action of salt on the iiitprior of the 
can in the liquor in which the article is preserved’ like a vegetable, or the action of 
an acid in the case of fruits or tomatoes, has oftentimes an injurious effect on that 
plate because it has such a thin coating. You can almost, as it were, see the pores, 
if it may be expressed so, of the iron through the coating. 

Q. Do I understand you to say that this deterioration in the quality of tin, or at 
any rate the lessening "of the thickness of the tin coating of the plate, is new since 
the formation of the American Tin Plate Company, or did it begin 3 or 4 years ago?— 
A. No; it had already commenced with the tightness of business. The closeness of 
competition had commenced it on the other side and extended it here. 

Q. You have noticeil that for the last 4 or 5 years?—A. Yes. 

Q You think the quality of tin plate that is sold by the American Tin Plate Com¬ 
pany to-day is not poorer than that which was sold 3 or 4 years ago to the manufac¬ 
turers—a year ago?—A. That is the case. 

Q. You hear it is still poorer?—A. The can manufacturers say that the coating 
now being of such thinness has pven them considerable trouble, and that it is not 
equal to Uie quality that was furnished them before the trust went into effect, and 
when a mill, as it were, had to stand upon its own bottom.' 


' Compare affidavit of Mr. Greer, p. 928. 
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CAN MANUFACTUBEBS WANT GOOD TIN PLATE. 

The can manufacturer wants to get the best quality he can for his money, for the 
reason that he is responsible to the canner for the value of the can and the value of 
the contents. He has to pay for both if the can is sailed through any imperfection 
in the tin plate. Therefore he is very mrticular from what mill he gets his sup¬ 
plies. A mill in Indiana, called the Elwood, was getting quite a reputation for 
perfection of manufacturing, and other mills in proportion. Some of them that did 
not stand so well—their product had to lie sold for a less price. If you picked out 
your brand, vou were exjiected to pay 6 cents or a dime more per box in order to get 
the quality tnat you wanted. 

Q. Is it customary for the manufacturer of tin cans to have some favorite brand 
and regularly to buy that brand so that they can always be sure of their quality?— 
A. He would always take one certain brand in preference, because he hM used it 
and found it to bo satisfactory and was unwilling to change. 

Q. And was ordinarily willing to pay 5 or 10 cents a box more?—A. That amounts 
to very little when you figure that a box of tin plate of 100 pounds would turn out 
270 cans. The 5 cents or a .dime a box would not make very much difference. But 
where ho had to pay for the can and contents—the can he would sell probably for IJ 
or li cents, and wtien the contents got into it it would run up to 15 or 25 cents; 
that was his reason why he was so particular in getting the quality of plate. 

Q. You think that the ownership of brands and the keeping up of the quality of 
the brands as it was originally is a matter of great importance to the tin-plate manu¬ 
facturer or to the jobber selling to the tin-can manufacturer?—A. It would be more 
important to the manufacturer of cans, because he would like to adhere to that; but 
where he has to take what he can get and has no voice in the matter, of course he is 
not so well satisfied as he would be if he could get what he wanted. 

SIIORTAGK OF CANS I.N THE SIIMMEK OF 1899. 

Q. In your establishment do yon manufacture more cans than you need for your 
own canning industry?—A. At times. 

Q. You have a surplus to put on the market?—A. We kept our men working as 
long as we could, and when we could not find use for the cans in our own canning 
industry we would sell to some jiarty who did not have a can shop. 

Q. Did you find in your business experience that a decided increase in the price of tin 
affected the demand for tin cans materially?—A. Not to such an extent as one would 
think. The man that wants cans wants them in his packing season, and then, like 
the gentleman frimi Texas with hi,s gun, he wants them bad, because the articles are of 
a perishable nature. If he does not nave the cans right there his raw material will 
spoil on his hands. That was the case this summer to a great extent in Maryland 
and also in California. The cans could not be furnished fast enough, and a good deal 
of the raw material had to be thrown away. 

Q. What was the reason for that; because there W'as an unusually large output so 
far as the material for canning was concerned, or because there was a short supply of 
cans and of tin to make cans from?—A. The increase of business in general through¬ 
out the country stimulated a larger demand for goods in cans than had been the case 
heretofore. liuring the dull period the consumption of canned, tinned food goes off 
considerably, because the purcha8ing*power of the average consumer is gauged by 
his receipts, his wages, and at the low stale of wages under a limited sphere of opera¬ 
tion they had to limit their supplies. When the good times came m recently the 
canner or can manufacturer was overwhelmed with orders. Previous to the forma¬ 
tion of the American Tin Plate Company notice had lieen given of the formation or 
of such an arrangement. These individual mills sent notices around to their friends 
that they believed that there would be a trust formed, and they had better get in 
unde- cover. Immediately orders were placed, to my own knowledge, of from 
40,000 to 100,000 and 1W,000 boxes each by individual can-manufacturing concerns. 
When the trust was formed it took in all the outstanding contracts, and there were a 
CTeat many of them. I suppose it was the exception to find a man in the manu- 
fecture of tin cans but what had in a great measure supplied his needs. 

Q. For a year?—A. For a year. And the American Tin Plate Company at first 
shut down a great many mills. I do not know for what purpose; some people 
thought to get them up in better shape or something. But when the time came for 
delivery, as specified in a contract—for instance, for March delivery—the can manu¬ 
facturer did not get them, and he had to do the beet he could. He had to go out 
and buy somewhere else to supply his needs, and he did not Mt them sometimes for 
SO and sometimes 60 days after. Weil, what could he do? He could not reaUy go 
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out into the market and buy them for the account of the trust. He did not care 
about getting in bad odor with them. The supposition was that they controlled 96 
per cent of all the plate mills in the country. So he did the best he could. That 
threw some of the manufacturing plants in cans out of the market for a while. For 
the time being it threw them out of the manufacturing and they had to wait. I refer 
to examples that I know of. Some of them were shut up for two weeks and some a 
little longer, because they could not get any plate and the trust was behind in deliv¬ 
eries. Gradually, though, as the summer rolled around, the deliveries commenced 
catching up, and by September there was very little complaint on this score; but by 
that time the season practically was over for the manufacture of cans. 

Q. Do you aseribe'ihat large demand for can goods, to any material extent, to the 
war in Cuba and the Philippines?—A. No; not to any great extent. During the war 
in Cuba the Goveniment bought alniut two hundred odd thoifcnd cases of canned 
tomatoes, and also other articles. But when you reflect that the canning trades of 
this country have an output of over 500,000,000 cans, you will understand that the 
Government purchase of 200,000 eases of 24 cans each did not cut much figure. It 
is the general resumption of business that has made the demand for canneffood. 

EXPOliTS. 

Q. How large a part of this demand for canned goods comes from abroad? How 
much of an export trade is there?—A. To a very limited extent compared with the 
home consumption. For 7 years I did the largest export business, I think, in Balti¬ 
more, and I endeavorerl to spread that export business; but 1 was handicapped in 
every direction bv the tariff that was impoad upon it in the different countries, and 
I found eventually that it was useless to try anywhere except in England. In 
England we sold lots of goods, principally, though, in tomatoes. 

Q. What kind of goods did you can mostly ?—A. Everything in the line of fruits, 
vegetables, and oysters. 

PRICE OP TIN I'L.eTE C.\N n.eRDLV .\FK1XT THE COSaU.\lPTinN OP CANNED GOODS. 

Q. Does the increase in the cost of the tin cans affect, to any noticeable extent, the 
prices of canned goods?—A. No; I think not, for the reason that before the advani'e 
in tin plate the price of a 3-pomid tin, which is the ordinary quart tin, you might 
call it, was a cent and a half, and I should say it went up, through the excitement 
of last summer, say to 2j cents. That is a cent a tin, or 12 cents a dozen. I hardly 
think that the average consumer would stop twiying any line of goods liecause of an 
advance of a cent a can. To-day it is about three-fourtns of a cent. 

Q. Then you would say that an advance in the pfice of a box of tin plate, base, 
from 12.60 to |5.50 would not affect the consumer of tinned goods to any extent?— 
A. $5.50? $4.65 is the highest now. 

Q. I am putting it high.—A. At $5.50? 

Q. Yes.—A. It would depend on the times. If there are average good times I do 
not think they would stop for the difference. My opinion is that when it comes to 
an article of food the consumer denies himself less in that than anything else. 

EARLY ORGANIZATION AGAINST COJIVICT LABOR. 

Q. During your experience in the canning industry, have there been organizations, 
combinations, among the tin-can manufacturers or among the canners?—A. Yes; we 
commenced first with an organization among the canners, which was in 1866. 

Q. I wish you would give us a brief sketch of these combinations among the can- 
ners.—A. That was brought alxiut in order to pot a stop to the making of tip cans 
in the penitentiary of the State of Maryland. A man from Connecticut, by the name 
of Porter Cook, had a contract with the State officials for the hire of ronvicto, on a 
basis, I believe, of 60 cents per day. In 1864 all things were on an inflated scale, 
and wages were high compared with what they were later on, and our men made 
from $.8 to $4 a day. The fact that men who were good enough citizens to stay out 
of jail were having their wages brought into comiietition with men who were unfor¬ 
tunate enough, to say the least, to get into jail, induceil the can manufactorera and the 
journeymen can makers to get together and form an association with the idea of 
putting a stop to that. By marching in procession with bands of music, and showing 
the political power they held, these journeymen can makers prevailed upon the 
l^slature to repeal that law. That was the first combination in the canning or can 
manufacturing mdustry. 

CANNED-OYffTEBS COMBINATION. 

In 1868, competition became very close among the cannetf-oyster pgpkers of Bklti- 
more, and they formed an association or combine, industrial combination you may 
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tenn it, to which the mtoimum forfeit to be paid was $1,000. They fixed a stated 
price to sell their goods by, and they made such profit that someone who did not 
share to the sales to the extent that others did commenced cutting secretly, and 
within a twelvemonth the combination broke up completely to contoaon. 

lABOa UNION—HIGH WAOKS—MACHINERY. 

Shortly after that the ^ratives in the can shops got together and formed an asso¬ 
ciation and called it the Can Makers’ Mutual Protective Assixiiation. The idea was 
to maintain a scale of wagra and to stand together in case of an advance. In 1879- 

Q. (By Senator Kyle, interrupting.) In case of a decline—to stand together in case 
of a decline?—A. Well, I do not think they were considering a decline, because we 
never hail had any reduction so far in the wages. 

Q. What was your statement that they agreed to stand together for?—A. To get an 
advance, because that was one of the first things tliey did. They were making tlien 
on a basis of $2.50 a day, the journeymen can makers, and the first thing they struck 
for, after Ixiing in good practical condition, was an advance of 20 per cent, and they 
ran along up until finally they got it over a hundred and odd per cent; and they imide 
the mistake then of working only 3 days in the week, because they reasoned,’!! they 
could work 3 days in the week and make the same wages that they couki in 6, what 
was the use of W'orking the other 3 days? And the other 3 days were used, in 
many instances, in riding around in hacks and going fishing. We did not get any 
more output and they did not get any more out of higher wages. While some men 
worked steadily and made $.50 a week, others were still satisfied with $15; but they 
had 3 days’ worth of fun and the other men did not have any. That association ran 
along for some time and affected wages. But finally machinery commenced to show 
itself in the manufacturing of cans, on account of the frciiuency of these strikes, and on 
accountofthestrengthofthiscomhination. Menbecamorestiveundertheseinfluenccs, 
and the manufacturer of cans commenced figuring to get away from being dictated 
to bv his employees. And then the ingenuity of man went to work and the first 
machine, got out by a man named Brooks, w’as the starting point for all the vast 
machinery that has come out sinci'. And to-day the men who work in the canning 
shops of the country, making them by the old process, are so few that they do not 
figure in the output. Machinery to-day makes the great bulk of cans. 

NEW COMBINATION OK OYSTEB PACKERS. 

Now, a combination later on of the packers of Baltimore was put in the shape of 
these later-day trusts; that is, a stock organization. Each man bound himself to 
enter into that. That was in 1878, brought about by the dull times that were 
prevailing in that year. And they went into the combination, or stockholders’ 
organization, to control the sale of the entire output of the canned-oyster industry of 
Baltimore, which, at that time, was the only oyster-packing port of the Unit^ States, 
The first year their profits were over 100 per cent; the next year, as they had taken 
in a great many outside concerns that were not really in the oyster business, they 
had to pay a dividend on a largely inflated liasis, you might call it. In other words, 
they had to pay for idle plants, and the second year the profit was much less. And 
the thin! year an opjxisition came up, which, at the formation of the association, was 
denominated, as it might be, the tail of the arrangement. We left out one or two 
concerns, and as they stated at the time these concerns were really the tail and we 
were the dog, and the dog would wag the tail; but by the third and fourth years the 
profits at which we had worked had evolved a nuinher of opposition houses, to such 
an extent that the tail commenced to wag the dog, and w e found it prudent to break 
up our concern and go back to our original condition. Then competition set in for 
a number of years, and at different times industrial combinations have been formed 
by the canners of Baltimore, but rarely have they lasted over a twelvemonth or 2 
yearc. 

THESE rjOMBINATIONS MABE THEIR PROFITS BY RAISING PRICES. 

Q. (By Mr. Jenkr ) In what form have these later ones been, that of pools or agree¬ 
ments to hold prices?—A. Pooling and affidavits to prevent the cutting of prices and 
» on. And to-day, and for a number of years past, there has been no organization. 
TOey fear now that anything of that character would have to be capitalize at a rate 
that wuld put them beyond the economical point of production. 

Q. Has there been at any time a combination between the Baltimore canners and 
the ^neiB elsewhere, or have these organizations been confined simply to Balti¬ 
more?—A. Only to Baltimore. There have been no organizations elsewhere. But 
recently, within this past twelvemonth, they have commenced to get together in 
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California, and they are now discussing a combination of all the New York State 
cannerSj and they are getting in line with the general idea that by consolidation 
economies can be practiced and bigger dividends paid. 

Q. From the experience you have had with these combinations in Baltimore, what 
is your own opinion of that matter? Is there any special saving by combination, or 
did you simply make your profits of 100 per cent or less from the added ability that 
you had to put prices up on the consumer?—A. Our idea was that by consolidation 
we could stop the competition. 

y. You really expected, then, to get your profits from the increased price and not 
from any economy?—A. Precisely. We thought that where we were competing one 
against another, if we could get together as one seller we could make our own prices; 
and that was tlie praotical result for a time. 

MANUFACTI RERS WOULD PREFER TO HAVE THEIR MEN IN A COMBINATION, PROVIDED THEV 
COULD CONTROL IT. 

Q. In these various combinations that the manufacturers made, did they make any 
attempt—did they express willingness to divide their profits with their employees in 
the way of increased wages?—A. Never; they were looking solely for their own 
lienefit. 

Q. When the employees got their increase of wages, it came through their own 
combination forcing it from the employers?—A. That is all. I would say that at a 
later day the manufacturers favored a combination that would make permanent figures 
and stay there, if they could make a contract with the men for the period of a year, 
which was the longest, at least. But machinery at that time had come in, and finally 
the machinery practically drove the journevmen out of business. For a number of 
years they did have an arrangement with the employees that was very satisfactory. 
They had regular wages paid right along, and they had no trouble. Asageneral thing, 
I believe that the manufacturers would prefer to have their men in a combination, 
provided they could control it. But, before, the combination could not be controlled; 
the man that would talk the most and was probably worth the least in the combina¬ 
tion would probably influence the men there, and that would draw the men out to 
strike at perha|>s the wrong period. 

Q. These combinations that you speak of were among the canners. Did yon also 
have similar combinations among the can manufacturers of that kind?—A. They did, 
but they could not hold together as well as the men. They invariably gave in after 
standing out, for the reason that they had contracted for the delivery of the cans at 
siiecifled times; and, as I have already said, they wanted those cans very bad, and 
tliey had to deliver, and they could not stand out against the men. The men could 
stand out longer than the manufacturers. 

Q. (By Mr. Jenks.) Have you any suggestions that you would like to make with 
reference to monopolies in general, or to combinations?—A. No; I have no suggestions 
to make. I have not much of an opinion of combinations; I believe they generally 
fall by their own weight. 

Q. (By Senator Kyle.) Fall by their own weight? Tell us what you mean by 
that. That is fr^uently referred to in the newspapers and in the testimony.—A. 
All the combinations that I have been in were not able to hold themselves tt^ether 
for an indefinite length of time; and if I may judge by those that I have been in, 
they do not seem to he able to stand up indefinitely. 

POOR TIN PLATE MAKES CANNED GOODS UNSIGHTLY. 

Q. ^y Mr. Jenks.) I judge from what you said in reference to the AmericamTin 
Plate Company that you consider that its check upon the manufacturing of tin plate 
was, for a part of the year at any rate, a detriment to some extent?—A. I have not 
the slightest doubt that if any can manufacturer were put into m position where be 
could only buy his plates from one individual, on general principles he would kick 
against that. 

Q. Yon think he could not count so well upon the quality of his tin?—A. If he 
could not import his plate, he would have to take what he could get. 

Q. And you thinkyour experience the last year would justify the belief that the 
American Tin Plate Company is not giving them so good a quality of tin as they were 
counting on?—A. That is the report that I have heard—that the quality of the tin 
plate is not so good as it was before. 

Q. (By Mr. A. L. Harris.) What effect has poor tin manufactured into a tin can 
ujKm the consumer of the canned goods, where acids are afiecting the tinning, even 
if the contents are not spoiled?—A. The iron that forme the iioay of the plate is a 
healthy metal. The doctors give it to us occasionally. That would have no effort 
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on the health of the consumer. A can that is hermetically sealed has comparatively 
little oxygen in it or life to start fermentation, and it remains in statu quo for a 
period of a great many years. It would have this effect where that coating is very 
thin, that in opening the tin, you would find the can more discolored inside, from 
the fact of the coating l>eing so light, than it would be where the tin had been 
tripped, as explained this morning by the witness before me. The can made of tin 
plate which had been dipped once or twice and had a better coating would be a much 
better-looking object on the inside. I think it would have no prejudicial effect on 
the consumer, even with that light coating. 

Q. When a man opens his can and finds the contents in that condition, it detracts 
very much from the value of the goods in the opinion of the consumer?—A. Well, 
from the point of view of the sight, if you opened a tin and found it very much dis¬ 
colored inside it would not look quite so nice as it would with a perfectly bright 
interior. 

Q. (By Mr. FARaiiHAit.) Is not the quality determined by the packers themselves, 
by unseasonable packing, overripe packing, and a good many other causes?—A. 
There are a great many factors that would enter into it. 

Q. That would enter in independent of this tin matter?—A. If an article was green 
or overripe or partly decayed, all those are facts that would enter into the health¬ 
fulness and signtliness of the article. 

CAN MANUFACTUBKK (JCAKANTEES AGAINST DEFECrs. 

Q. (By Mr. Jenks.) Did I understand you to say that tlio manufacturer of the tin 
cans guaranteed the preservation of the goods tliat were canned?—A. No; but if the 
preservation of the goods was impaired by the fact of a default in the manufacture of 
the tin or the can, then he has to pay. 

Q. That is what I mean; guaranteed so far as that goes?—A. If that can broke in 
the forming up and there was some little leak not bigger tlian the point of a needle, 
the action of tlie atmosphere getting in there soon starts fermentation, and of 
course with fermentation come tlie gases and dis.tention of the tin, and it becomes 
unsalable. 

Q. Goods that are spoiled in that way are sent back to the tin-can manufacturer to 
pay for?—A. They are sent back to him as proof that thedefect is there; ho examines 
them, and it he finds that it is so he has to imy for them. 

CAN ME.V DO NOT VET PEEL THE NEED OF NEW LAWS. 

Q. (By Mr. Curke.) Do your studies and observation of economy in relation to 
industry suggest to you the need of any change in existing laws for the protection of 
the people?—A. Well, so far, those law's havehot been oppressive. As I said before, 
the can manufacturer, in the instances that we are spi^aking of, has so thoroughly sup¬ 
plied himself vrith material that he has not felt the pinch yet. When the time comes 
that he has to take what is given him and pay the price for if then he will commence 
to feel restive, and then possibly feel the need of some legislation that will relieve 
him from the peculiar position. 

Q. If the management of a large consolidation like the American Tin Plate Com¬ 
pany is farrsighted and liberal, or if there is considerable competition, will that time 
come when there would be a pinch and he would need some public relief?—A. I do 
not think that they would say that there was any need for legislation until they get 
pinched. 

SOUROES OF TIN PLATE—IMPORTED FOR E.VPORr TRADE. 

Q. (By Mr. Farquhar.) Was any part of the output of the Cumberland mill 
used in Baltimore?—A. Oh, yes; we used materials from different parts of the coun¬ 
try—more particularly, though, did we in Baltimore get it from Indiana. There 
was more tin plate used in Baltimore frdln Indiana than from elsewhere—and from 
Newcastle. I suppose Newcastle furnished possibly more tin to Baltimore than even 
the Elwood plant did. 

Q. Is there any difference between the tin that you use in the domestic trade and 
the export trade in quality?—A. In the export trade we invariably used the imported 
article. We did not think it quite so good as the domestic; but as we got a rebate of 
the entire amount of the duty paid, with the exception of a slight percentage, we 
used that in preference to the American plate. But the export trade out of Balti¬ 
more is not such an item. Out of California it amounts in fruits alone, I suppose, to 
about 600,000 cases of fruit a season. In the salmon industry it will run up probably 
to three times as nnnm. 
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COMPKTITION OF GLASS CANS IS NOT FOKMIDABL*. 

Q. (By Mr. Ratchford.) To what extent has the industry in which you are 
engaged been affected by tne earthenware and the glass jar for the purpose of fruit 
canning?—A. Not to any extent appreciable. 

Q. Have you any competition from that source?—A. There are certein people that 
use goods put up in glass packagt« instead of tin, for the reason that they believe the 
glass probably is more healthy; but the difference in the selling price is so g^tthat 
oftentimes the storekeeper will say to them, “Why, here is the same goods in tin at 
40 cents a tin for whijh you pay 60 cents a glass jar,” and show them the difiereniw. 

Q. (By Mr. Farqchak.) Is not the glass jar used also almost altogether for the 
home packing; that is, domestic packing?—A. At home? Oh, jio; there are a great 
many tins m^e, what we call the open tops is not such a great item, but still it is 
considerable. The tin open top cans and the glass jar are the only packages used by 
the average housewife. The average housewife thinks, of course, her own productions 
superior, and in a great many cases they are. She puts them up in glass; occasionally 
in tin. 

Q. (By Mr. Ratchford.) Is it not a fact that glass jars are more extensively used 
for that purpose to-day than ever liefore?—A. Yes, and it will lie still more the case 
since they have been able to reduce the price of fruit jars. At first I paid |16 agross 
for glass jars in 1868. To-day that same jar can Ixi bought for $4.50. 

Q. How do you accoimt for the great reduction in prices?—A. By decreased coat 
of manufacture and improveil methods of manufacture. 

Q. Machinery'?—A. Not so much maibinery, I think, as it is that they have been 
able to produce a greater output per man. 

Q. V\ ell, it is a fact that they manufacture such jars by machinery?—A. They do 
now within a very recent periixl, but it is confined, I think, to a few hou^. Ulti¬ 
mately I think it will be extended everywhere; for the machine-made jar is superior 
to the hand-made. 

Q. Are glass jars used by you in canning?—A. Not in our city. The only place 
where glass jars are useil in canning is at sundry jaiints in New Jersey, the city of 
Providence, and Petaluma, Cal. I siieak now of factories; that is all. 

Testimony closed. 


AFFIDAVIT OF ME. GEORGE GEEEE, 

DiMrid manager of the Ameriean Tin PlcUe Company for the Arw Caetle dutrkt, Hew 

Caetle, Pa. 

The following communication, written as a personal letter, is verified by Mr. Greer’s 
affidavit, p. 9.30. 

New Castle, Pa., December 8, 1899. 

Hon. Thomas W. Phillips, 

Vice-Chairman Induetrml Commiamon, Waehinglan, D. C. 

Dear Sir: I had hoped to have the pleasure of an interview with you during your 
recent visit to New Castle, but was not aware that you were in the city until after 
you had left. 

I address this letter to vou entirely on my own responsibility. No stockholder 
or officer of the American 'tin Plate Compaiiv has made any request or intiiiiation to 
me suggesting that I address you. I know that you have iiad very la^ exwrience 
in business enterprises, and as a stockholder and director of the American Tin Plate 
Company, and one of the pioneers, as you are aware, in the tin-plate industry in 
this country, particularly in New Castle, I wish to call your attention to a few matters 
that have come to ray notice through the press. , 

In the Iron Age of November 23 I see that Mr. Griffiths, of Washington, Pa., 
appeared before your honorable body and gave some evidence with reference to the 
coet and profit on tin plate. Mr. Griffiths was fonnerly engaged in a small dipping 
plant near Pittsbuig, and afterwards was one of the parties who were inte^ted in 
the Washington l^n Plate Works. Those works were sold to the American tin 
Plate Company, and I have personal knowledge, from interviews and statOTems 
made by Mr. Griffiths at a number of meetings of the manufacturers before the new 
organization, that he was then decidedly of the opinion that it WM necessary wr 
gome combination or “gentlemen’s agreement ” to be ma4eaato maintaining pn^ 
in order that the manuSicturerg might make a reasonable and profit iroro 
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their investment. It was reported to the management of the American Tin Plate 
Company by one of their competent experts that when the American Tin Plate Com- 

S took hold of the Washington mill they found the tinning department inprac- 
y the worst condition of all the mills in the Pittsburg district. The condition 
of the tin-plate works at Washington was such that it was absolutely necessary to 
make a change in the management of the tinning department, which necessarily dis¬ 
placed Mr. Griffiths and brother. Whether or not the change of superintendence in 
the tinning department at the American Tin Plate Company’s Washington plant 
could have influenced Mr. Griffiths in any way as to his testimony I can not say, but 
I notice that he volunteered a very largo amount of information, a considerable 
quantity of which was merely assumption on his part, and an unbiased re^er can 
hardly come to any other conclusion after having carefully read and analyzed Mr. 
Griffiths’s statements, if put correctly in the Iron Age of Noviimber 23. I will, how¬ 
ever, call your attention to a few of the statements maxle by Mr. Griffiths, which, if 
made as reported, were not correct; and if he is mistaken in one or two items it is 
quite likely that he is mistaken in many. 

First. lie says that when plates were worth 3.'). 7.5 per Imx he maile 100 per cent 
profit, and when they were worth only $2.00 almut the time the American Itn Plate 
Company was orgamzed, ho cleared 20 per cent profit, and that he never made less 
than that as a manufacturer. I am prepared to prove to you, from the cost sheets of 
mills thoroughly equip^ and orgaiiiziid, that if Mr. Griffiths paid 100 cents on the 
dollar formatenals and labor, either he is mistaken or he had no actual knowledge as 
to what his costs were. A box of tin jdate is based on 14 by 20,112 sheets, or 31,.360 
square inches surface measure. The New Castle mills were built and in operation 
much earlier than the Washington Tin Plate Company. The first sale of coke plates 
made by the New Castle mill was to a Chicago buyer at $5.10 per base l»x deliver^ 
f. 0 . b. Chicago, less 1 per cent cash 10 days; and from this time the price of coke 
plates constantly declined until it stood at $2.60 to $2.60 f. o. b. mill for about 6 
months prior to the organization of the American Tin Plato Company. The average 
price of the first 3 months’ operation of the New Castle mill was $5 for coke plates 
delivered f. o. b. Chicago and New York, which would net not over $4.75 at the mill. 

At that time our steel billets cost $18.10i per ton; pig tin 21} cents per ixrand, and 
general supplies less than now; and it was then costing us about $3..50 per box to 
make the plates above referred to. The present market price of steel is almost 
double, and pig tin is very much higher; materials lor repairs and general supplies 
are higher to-day than at the time when the New Castle works were first put in 
operation; and at that time the prices paid for tonnage and general labor were 
lower than the prices that are now being paid. The increase in the cost of the raw 
materials and supplies used over the cost of the same materials used during the last 
half of 1893, the time above referred to, without adding anything for increased cost 
of labor, comes very close to $1 per basis Ikix of finished coke tinner! plate. There 
is no company in existence that started at the time when the New Castle works did 
but had to spend thousands of dollars in experimenting and discarding useless 
machinery that was suggested by our Welsh friends who came over to America to 
teMh the Americans how to make tin plate. During the period of excessive low 
prices for tin plate, which was during the year 1898, coke plates were selling at from 
$2.60 to $2.60 at the mills. At that time tin-plate bars, pig tin, palm oil, lumber lor 
boxes, and all necessary mill supplies were purchased at the lowest prices that have 
prevailed during the past 7 years; but no mill in the Pittsburg distnet could make a 
MX of coke plate under $2.40 at actual cost, and if Mr. Griffiths was making a box of 
tin plate at $2.40 he was-doing very much better than any mills we know of with 
similar equipment. But for the sake of analyzing his statement we will assume that 
his cost of $k40, as stated by him, was correct, and that at the time the American 'Kn 
Plate Company was organized he was clearing 20 per cent.* If so it would require 
him to sell bis plates, based on a cost of $2AO, at $2.88 per box net. It would be 
necessary to allow the buyer I iier cent cash discount, and probably a commission to 
some jobber or salesman, which would require plates to sell somewhere in the vicin¬ 
ity of $2.95 for coke tin plates, net at mill. If Mr. Griffiths actually did secure 20 per 
cent profit, based on the cost of $2.40, he must have been selling his plates fully 33 to 
35 cents a box above the average market price for No. 1 quality coke plat®. As to 
his statement that plates were worth $5.76 per box, no such price was obtained for 
coke plates by any manufacturer, unless it may have been in one or two box lots; no 
such price was obtainable by any of the large well-known mills for established brands 
of No. 1 coke plates. If Mr. Griffiths refers to plates that he may have sold before he 


'See pp. 897, 898. Mr. Qrlfflths's statement was not that he made 20 per cent on his cost per box, but 
that ho made 20 per cent pei annum on the capital Invested. 
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was identified with and operated the Washington mill, he was compelled to buy 
black plate for dipping, and when coke plates were actually selling at |6.75 per box, 
which was during the year 1891 and the early part of 1892, black plates were selling 
in carload lots delivered in Pittsburg and Philadelphia at from 8.7 to 4 cents 
per pound. A box of plates weighing 100 founds requires 97 pounds of black plate, 
which, at 3.7 cents, would practically De $3.59 for the steel. As pig tin was worth 23 
cents to 25 cents per pound, the cost of tinning, boxing, and loss>in wasters in a small 
plant could not nave been far from $1 per box; hence we can not see where Mr. 
Griffith made 100 per cent profit in selling plates at $6.75 per box. As I have said, 
he could not have secured that price for coke plates at any time while he operated 
the Washington mill,‘and if he referred to plates dipped he could not have purchased 
the black plate at other mills and paid 100 cents on the dollar and made any such 
profit as he stated. “ 

I am also surprised that Mr. Griffiths used the letter that he read, which was evi¬ 
dently written by some “sorehead,” with refereme to the closing down of mills and 
the outputat the New Castle works. First, the statement that the New Castle work¬ 
men are required to turn out a larger output than the scale calls for is an absolute 
falsehood. The workmen at New Castle work under exacdlv the same conditions as 
the men at all other mills.' The agreement is signed with the conference committee 
representing the Amalgamated Association, and the same conditions apply as to out¬ 
put of all mills. There is this difference, however, that at the Now Castle worto 
there are 2 large mills and at the Shenango works 4 large mills, making a total of 6 
at New Castle, on which larger sheets are rolled than on the ordinary smaller tin 
mills, and on which the workmen are allowed a larger production, based on the sizes 
which they are working, and the same nile applies to other mills of similar size. As 
to the statement about the mills at Monessen, it is scarcely worth noticing, except 
that the mills are arrangisl differently. They are under a patent process seiaired by 
Mr. Donner, on which a small conccadon is allowed by the workmen on account of 
the method of roughing and rolling the sheets. 

It is a fact that the Americiin Tin Plate Company, when they assumed the contracts 
of the various companies at the time the purchase of the individual mills was made, 
were encumbered with very large orders for future deliveries, many of which extended 
up to Octolier 1 and a part to the 1st of January, 1900. The entire product of black 
and tinnecl plate of the New Castle and Shenango mills was sold fully up to October 
1 and a very large portion of the last quarter’s product up to January 1, 1900. The 
product at the Shenango mill had lieen very largely sold in advance by the Shenango 
Valley Steel Company. At the same time cohtracts for fuel, liars, pig tin, etc., had 
been made by the various companies, which were also turned over. Unfortunately 
the mana^ment of some of the smaller mills that had sold their product in advance 
had not been cautious enough to cover their supplies, and the American Tin Plate 
Company was compelled to purchase materials for many of the works at advanced 
prices, while the product was sold at low prices. 

Both the New Castle and the Shenango works have been and are now making ship¬ 
ments of thousands of tons of black plate to those known in the trade as dippers in 
Chicago, Pittsburg, Philadelphia, Norristown, Baltimore, and New York, and these 
facts ought to be good evidence that “reputable” and “responsible” dippers of tin 
plate have been and are still securing a supply of black plate from the American Tin 
Plate Comptmy. It is true that the tin-plate trade has been handicapped for years 
by irresponsible dippers. About all the losses the Newcastle works ever sustained 
was by selling to that class of buyers, and I know of two other manufacturers whose 
losses were much larger than our own on account of their selling black plate for tin¬ 
ning. As good business policy the American Tin Plate Company, as manufacturers 
of tm plate, have tried to discourage the innumerable irresponsible brands thSt have 
been put out, with the view of having kept before the Duyeis only the American 
Commny’s own guaranteed brands or those made for the reputable and well-estab¬ 
lished jobbers and dealers. They are very desirous of putting none but reliable 
roofing plates on the market; and this, which is intended for the protection of the 
buyers as well as the sellers, does not meet with the approval of a certain class of 
trade, who would no doubt like to buy plates eanying less coating than certain well- 
known brands at a lower price and have them branded “Jones’s” or “Smith’s” 
Worcester grade roofing platea. Formerly the word “Worcester” was known as 
denoting an excellent quality of plate. It is a fact, however, that during the year 
preceding 1899 large quantities of plates were sold as “Worcester” grade that were 
very inferior to the genuine coated Worcester grade plate. We believe a customer in 
buying a piano or a first-class carriage is better protected if he feels confident that 
when he buys a Steinway piano it is made by Steinway & ^ns. New York; or if be 
buys a Brewster carriage that it is the genuine Brewster. I know that the manage- 
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ment of the American Tin Plate Company ie very desirous of furnishing none other 
thaji plates of excellent quality and finish to their customers, and I believe that the 
general practice in all the mills is much better to-day than it was as a whole during 
the precwing years, when they were operated under the individual management in 
accordance with the whims or notions of each superintendent, and he did not have an 
opportunity to compare notes with other mills. The practice of the best mills where 
the bit results were obtained has been and is being adopted in all of the mills as 
fast as possible, and we believe that plates of a much lietter and more uniform quality 
are now turned out by tbe American Tin Plate Company than the general average of 
the plates under the independent management.* 

As to the continuous operating of the mills during the winter season ;* during the 
past 4 years it had been the policy of a majority of the manufacturers, as soon as the 
canning season was over, which is usually atanit t he Ist of Oitober, to sell direetto the 
jobbers and large consumers for the next <>,!), and 12 months’ supply. To do it they 
were compelleil to sell at prices that would fully satisfy the jobber. The plates would 
be stored in the manufacturer’s or the jobber’s warehouse, and when the spring trade 
opened those plates were always a hindrance to the manufacturers in secairing a fair 
price for their product; and we believe if the mills had not been under the manage¬ 
ment and control of the American Tin Plate Company during the past 12 months 
more mills would have been idle on account of bankruptcy and not lieing able to 
nin than have been already closed down on account of shortage of orders by the 
American Tin Plate Company. Had the intense competition continued, no doubt a 
number of the mills would have become bankrupt, as some were actually on the verge 
of bankniptey when they were purchased by the American Tin Plate. Company. 

Mr. Griffiths says, in conclusion, that in his opinion “a plant of (i mills would 
enable the mamifacturer to take advantage of all economies effected by the proper 
division of labor, and that such a plant constitutfsl the limit of economical manage¬ 
ment by one good man.” ’ We also notice he Btatixl “that under present conditions 
in Wales a 4-mill plant was regarded as the unity of economical management.” I 
have no doubt that Mr. Griffiths is honest in his opinion. I will only Md that he 
is a fair sample of the plausible and talkative foreipiers w'ho assumen to know all 
about the manufacturing of tin plate when they first came to America. Mr. Griffiths 
is a plausible talker, but as a progressive tin-plate manufacturer he certainly is not 
worth considering. In fact, then' are very few, if any, forei^ers that have been of 
lunch assistance to the American manufacturers in establishing their mills. Nearly 
all of the old “ Welsh” ideas as to hot rolling, shearing, annealing, and tinning were 
discarded and abandoned by the progressive and wide-awake American manufac¬ 
turers. They were tried amt foiind wanting at New Castle, and at Elwood, Ind. 
The American tin-plate manufacturers have made very rapid advancement, and it 
has been brought about by careful and intense application of American engineers 
and workmen, who first made themselves acquainted with the various processes 
necessary to manufacture and finish tin plate, and then went about adopting the best 
methods for securing the desired results. The best organized and best conducted 
plants to-day are officered and manageil by live Americana. 

I desire also to call your attention to the additional fact that up to the early part of 
the year 1898 there were scarcely enough mills in active ojieration to supply the demand 
for tin plate, and the jobliers and the well-to-do class of consumers were ready and 
willing to purchase plates and accept deliveries in advance of their actual require¬ 
ments, which enablM all of the mills to keep in continuous operation. A large 
number of the mills were completed and put in operation during the year 1898 and 
the early part of 1899; and the manufacturing capacity is now, and has been for some 
time, considerably in excess of the requirements of American consumers. In addition 
to this fact, the unprecedented advance in the cost of stt«l bars, pig tin, palm oil, 
boxes, and all mill supplies, such as castings, brasses, and labor, has added to the 
actual cost of tin plate, and a very large portion, if not all, of the export trade has 
been lost to the American manufacturers. Also the buyers and jobbers of tin plate, 
like buyers and jobbers of nails and all kinds of merchant iron, are of the opinion 
that the present high prices can not continue for any considerable length of time, and 
hence are not now disposed to go into the market and anticipate future wants, unless 
at a considerable concession from present prices; and with the present price of pig 
tin, steel bars, and lumber for boxes the American Tin Plate Company can no^ 
without actual loss, reduce the price of tin plate for the jobber to speculate on or for 
the consumer to anticipate his future requirements until the raw matemls mentioned 
can be secured at a lower cost. 'Taking the general avera^ selling price of tin plates, 
SB can be shown from the books of the American Tin Plate Company for the year 


* See Mr. Going, p. 916; Mr. Greer, p. 928. 
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1899, the buyers as a whole have no reason to coin{)lain. The jobbeitf mee as pub, 
lisbra in the Iron Trade Review and other raipers is not the pnw which the manu- 
fiictnrer secures for the plates f. o. b. mill. Formerly under the ind^iendent owner- 
sUp and management of the mills there were a number of soealled jobbers or dealers 
who simply bsSi desk room rented in New York or Chicago and would send out cir¬ 
cular letters to consumers and buyers of tin plate and offer plates at 6 to 10 cents per 
box below the market price. They were well imsted as to the mills that were some¬ 
what short of orders and in such financial shape that they mtfst accept business in 
order to keep in continuous operation atalmost any price; and aa soon as they seciured 
an acceptance of some of their propositions they would telegraph that they had an 
order in hand to placjj and would state the price at which they would place it, request¬ 
ing a wire reply. It is needless to say that that class of jobbers or dealers are now 
out of business; and of course they are very loud in their denunciations of the Amer¬ 
ican Tin Plate Company. Under former conditions they weil^ simply leaches and 
hangers-on to the trade, which it seemed impossible to get rid of under the conditions 
existing at that time. 

I will refer to one other statement made by a can manufacturer, Mr. H. F. Going 
of Baltimore,’ who is quoted as a large cannerof food products, and until recently an 
extensiye manufacturer of cans. He states that the coating has been reduced from 
5 pounds to pounds of tin to 100 pounds of black plate, and that most of the reduc¬ 
tion has been made since the American Tin Plate Company was organized. This 
statement is very misleading. First, no (oke plates which are used for canning 
purpo-ses made bv the Welsh manufacturers or the American manufacturers ever 
did carry 5 pounds of coating. None other than a very high grade of charcoal carry 
5 pounds of coating per box. The facts are that the Welsh imported coke plates for 
several years used for canning purjxises have carried less coating than the American 
cokes. And, further, it is susceptible of proof that American tin plates put on the 
market by the larger part of the American manufacturers since the year 1892 have 
been better coaterl than the imported Welsh plates. For proof of this I refer you to 
the largest users of tin plates for canning purposes in America, such as the Pacific 
Sheet Metal Works, of San Framusco; Norton Brothers, of Chicago, also Baltimore; 
Black & Krelis, Baltimore; Ginna & Co., New York (iity; Phe^, Dodge &Co., New 
York; A. Booth Packing Company, Chicago and Baltimore. The parties named are 
known all over the United States, and I bilieve that you will find, upon investiga¬ 
tion, that some of the parties I have mentioned have used much larger quantities of 
both imported and American tin plate per year than ever Mr. H. F. Going did. And, 
further, it is a fact ailmitted by the largest yonsumers of tin plate for canning pur¬ 
poses that American Be.ssemer tin plates furnished by the American manufacturers 
are and have been very superior to the plates furpisheil by Welsh manufacturers. 
The steel is softer and more ductile, and a smaller per(»ntage of breakage and 
damaged goods results from the u.se of the American plates. Second, they are better 
coated; and last, but not least, the consumers of American tin plate have had a better 
plate and at a lower price since the American manufacturers commenced manufactur¬ 
ing than they were ever able to secure prior to 1891. Notwithstanding the enormous 
advance in steel, pig-tin, arid other supplies, as well as the advance in labor, the 
present cost of tin ^ates to the consumers in America is away below any average 
price which they were ever enabled to secure before plates were furnish^ by the 
American mills. 

Another fact which I wish to call your attention to is that a very large mmority of 
the late independent manufacturers are still stockholders in the American Tin Plate 
Company ana are identified with the business and giving it their best and undivided 
attention in active connection with the management and operation of the mills. I 
feel confident that just as soon as the deerrased cost of materials will warrant a 
reduction it will be the policy of the American Tin Plate Company to reduce the 
price to the lowest possible limit, in order to increase the home consumption of tin 
plates, and also to secure all of the canners’ export trade. We feel certain that this 
will be the prdicy of the company. 

As to disruimihation in closing down mills, I wish to call your attention to a few 
matters that perhaps Mr. Griffiths and others have not thought of. First, the New 
Ckistle rniUs have contracts for fuel extending into the first of the year 1900. The 
Moneasen and some other mills referred to are advantageously located as to fuel 
supply. The Cumberland mill, which is mentioned as being one discriminated 
against, is not advantageously located as to fuel and steel supply. Unfortunately 
there is no tinning department connected with the Cumberland mills. Imge quanti¬ 
ties of what is known as black iron are made by the sheet mills for the makers of 
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granite ware, and a great deal ot it was formerly made in such mills as the Cumber- 
hmd mill. You wul notice that the sheet-iron trade is very much depressed at 
present, and the only reason for closing down the Cumberland mill was a shortage 
of orders and the fact that they were not equipped for tinning purposes. It is hoped 
that trade will so revive and that the demand will be such that a majority, if not all, 
of the tin-plate mills can be put in operation very soon after January 1. 

Another fact; a large number of the mills have been in continuous operation for the 
past 3 or 4 years, and it has been found necessary to make some extensive repairs 
and clianges in furnaces and equipment. A number of mills that are now closed 
down are being thoroughly overhauled and put in first-class condition. We find it 
will be necessary to close down the New Castle mills about the middle of this month 
for about 3 weeks to make some repairs that are absolutely necessary and can not be 
delayed any longer. We find it necessary to rebuild some annealing furnaces and 
make several betterments. A 4 weeks’ shut down annually is necessary to keep any 
mill in proper condition for lamtinuous operation, even if the demand is such as to 
require the full production of the mills continuously for 12 months; and the keeping 
of some mills in continuous operation, while others have been closetl down on account 
of the conditions I have referred to, is, we believe, such business policy as any com¬ 
petent management would adopt. 

I beg pardon for imposing on your valuable time with this long communication. I 
hope and believe, however, that you will, as a citizen of New Castle, somewhat 
fandliarwith the history of the tin-plate trade, have the actual facts clearly and 
fairly placed before your commission. I trust that if your report is now completed, 
if the statements published in the Iron Trade Review of November 23 have b^nmis- 
Icarling to those members of your commission w ho were not familiar with the tin¬ 
plate situation, you will call their attention to the facts I have presented. If any 
additional information is desired I shall be ))leased to furnish it, either in writing or 
in person. I r^ret that someone who was thoroughly familiar with all the details of 
the manufacturing of tinned and terne, or rooting, plate, as well as the uses to which 
the various grades are put, couhi not have been present to cross-examme Mr. Griffith 
and Mr. Going for your information. 

The statements that I have made as to costs, selling price, quality, coating, etc., 
can be verified by competent and unimpeachable witnesses under oath. 

Thanking you in advance for giving this communication your attention, and assur¬ 
ing you that I have no other object than to see that the facts connected with the 
American tin-plate industry be fairly presented to your honorable bo<ly, and believ¬ 
ing that under your careful leadership these facts will receive fair and just treatment, 
I am. 

Very truly, yours, Geokgk GKEsa. 

(The following arc interrogatories proposed to Jlr. Greer, and answers made by 
him.) 

Q. What has been the course of prices of finished tin plate from the time when 
your establishment was oiganized to the present date?—A. Commencing with the 
year 1892, and continuing until the latter part of the year 1898, there was a decline 
m the prices of tin plate during each year. During the latter part of the year 1894 
there was a decline of Jl per base box on account of the reduction in the tariff. As 
an offset to the reduction in the tariff a large reduction was conceded and allowed by 
skilled and general labor. Also, fortunately for the tin-plate manufacturers, the price 
of steel declined to about $15 to $16 per ton. Prices of black plate for tinning pur¬ 
poses declined fully 1 cent per pound, or $20 per net ton. During a portion of the 
third and fourth quarter of the year 1895 there was a small advance in tin and black 
plate, caused by a sharp advance in steel. The advance in steel, however, did not 
hold for any great length of time, and as steel declined the prices of black and tinned 
plate declined proportionately to a point below the lowest price received for plates 
during the year 1895. From the latter part of the year 1896 imtil the latter part of 
1898 the pnee of tinned, terne, and charcoal plates declined, selling low'er during 
1897 than during 1896, and lower during 1898 than during 1897. 

Q. How would you analyze the cost of manufacture so as to show the profit per 
box throughout this period?—A. The plan adopted by the New Castle works for 
analyzing the cost of manufacture to show the profit per box through this period was 
as follows: 

First. No interest on capital invested was charged in any expense or cost account. 
Account was kept of the amount of fuel consumed; cost of steel; labor, including 
tonn^, skilled and piece labor, day labor, and machinists; repairs, lubneants, and 
suTOhes, pig tin, palm oil, acid, and general supplies, boxes, superintendence, office 
and clerical force, general excuse account (which includes taxes, insurance, and 
incidental expenses). All betterments and additional construction or addition to 
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mills were charged to construction account. The cost wr box of plate was determined 
by charging the tinning department with the net number of pounds of finished black 
plate delivered to the tinning department, with the cost of the white pickling, includ¬ 
ing acid and labor, delivering the white pickled plates to the tinmen, riser, duster, 
and cleaning, delivering the plates to the assorting room, including the assorter or 
inspector, the reckoner (being the party who counts the sheets), shearmen (or trim¬ 
mers) , boxers, branding; or stenciling of boxes, truckmen, shipping and warehouse 
labor, and handling, shipping or storing the box of plates. The*fuel delivered to the 
tinning department was charged separately; also a reasonable proportion of the office 
and clerical expenses, reckoned as necressary to take care of that department; also 
the machinists’ laboryind supplies for repairs. The account of the tinning depart¬ 
ment was always kept separate from the hot-rolling and black-plate de^rtment, 
inasmuch as we have always sold large quantities of black plate; hence the cost of 
tin plate was arrived at by adding the net cost per box of tinning to the net coat of 
the substance or weight of black plate usetl jier box of tin plate. In addition to the 
items enumerated, the loss from seconds, or what is known as wasters (which usually 
sell at 25 cents per base box less) imist be added to the TOst of firsts or primes. The 
percentage of wasters usually amounts to from 8 to 12 Ixixes per 100 in coke-finished 
plates, and in charcoals, from 12 to 20 boxes per 100. The allowance or depreciation 
for charcoals, however, is much higher, from 50 cents to $1 per box, depen^g upon 
the, substance or weight of the plate coated. 

Q. Are the workmen in the tin-plate company trade-union workmen under the 
Amalgamated Association, and do they receive the Amalgamated scale of wages?—A. 
My understanding is that all of the skilled workmen employed in the various mills 
of the American Tin Plate Company are members of the Amalgamated Association 
and the Tin Workers’ International Protective Association of America. 

Q. Has the American Tin Plate Company been as ready to treat with trade-union 
men as were the separate companies tiefore the organization, and are trade unions 
and their officials recognized by the tin-plate company?—A. The American Tin Plate 
Company has rccoanized and treateil with the trade-union men as an organization, as 
the individual estamishments did liefore the consolidation. Further, when the Amer¬ 
ican Tin Plate Company bought the imlividual mills, several were running nonunion; 
that is, they did not recognize the Amalgamated Association or the Tin Workers’ 
Association. The American Tin Plate Company did agree with the Amalgamated 
Association and the Tin Workers’ Association that they might unionize all the mills, 
and agreed to pay and are paying the Amalgamated scale prices for hot rolling and 
shearing and the Tin Workers’ Protective Association prices in the tirming depart- 
■iaents. This applies to all the mills under the control of the American Tin Plate Com¬ 
pany, with the possible exception of the Moiiessen mill, on account of a different 
process of roughing and hot rolling hlack plate. The trade unions and their officials 
are recognized and treated with by the officers and district managers of the American 
Tin Plate Comjiany. 

Q. Kindly explain the relation between the American 'Tin Plate Company and the 
various dippers in the country, stating under what conditions, if at all, the Tin Plate 
Company has refused to sell black plate to the dippers.—A. During the year 1898 the 
price of finishecl tin coke plates and charcoal plates had declined to such an extent 
that a number of the dipping plants discontinued buying plates, except such as they 
coated and sold as teme or roofing plate. The individual manufacturers'who were 
properly equipiied and prepared to tin their plates could tin the plates and sell them 
to the trade at a price at which the dippers could not afford to sell to the general 
trade. The price at which coke and the cheaper grades of charcoal tin plate were 
selling was the market price for black plate with the cost of tinning added, which 
left no maigin to the dipper for paying freight on black plate, unloading, h^dling, 
coating, shipping, and iiclivering. Hence a considerable number of stacks were not 
in (^ration during the year 1898. The majority of those operated were tinning 
roomig plates, and a number discontinued dipping a portion of their plates and pu^ 
chased roofing plates direct from the mills, as the margin between the cost of black 
plate and the selling price of the fiiiisherl tin plate was not such as would justify 
some of them in operating their tinning or dipping machines. 

As to the American Tin Plate Company’s relation with the various dippers of the 
country, I can not say as to all of them. We have orders on the books at the New-. 
castle works for delivery to dip^rs in large (piantities, anuniberof whichprders have 
been but recently entered for dippers in Chicago, Baltimore, Philadelphia, and New 
York. We have shipped to dippers doing business in the cities mentioned, including 
PittebuiR and the vnanity of Philadelphia, during the year 1899, about 28,000 net 
tons of black plate. Taking 100 pounds substan™ as basis, a ton of black plate is 
the equivalent of 20 boxes of tin plate. In addition, there was shipped by . the 
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Neshannock works of the New Caetle district dorins the first 6 months of the year 
fully 8,000 tons of black plate, making a total of about 31,000 tons of black plate 
shipped to dipmrs from the New Castle district. I have no knowledge and have 
not beard that the American Tin Plate Company has refused to sell black plate to 
any responsible buyer or dipper who is prepared to pay for it and to comply with the 
terms of the sales department of the American Tin Plate Company.' 

Q. What is the nature of the contract which the American Tin Plato Company 
makes with former owners of special brands? Are the purchasers of these brands 
required to buy all their tin plate from the American Tin Plate Comimy?—A. As to 
the nature of contracts which the American Tin Plate Company might have made 
with owners of special brands I am not advised. I have not heard of any instances 
of purchasers being required to buy all their tin plate from the American Tin Plate 
Company. 

Q. How does the quality of the tin plate, both as r^rds thickness of coating and 
the finish of the plates, compare with that made in this country 2 years ago by inde¬ 
pendent manufacturers?—A. Both as regards coating and finish of plate, so far as I 
have seen, I believe that the standard quality of the plates in some mills is uniformly 
better, and as district manager of the New Castle mills 1 have instructions in writing 
from Mr. Arms, of the operating department at Chicago, to make a good plate at the 
New Castle mills. I believe that the finish and coating of the common terne or 
roofing plates has been improved at the New Castle mills during the present year, 
and the higher grade roofing and charcoal plates are fully up to their former high 
standard as to quality and finish. And as to coke plates, we are doing our best to 
improve as to quality and finish at both the New Castle and the Hhenango works. 
We are now making some changes and hope to turn out a lietter finished plate in . 
the New Castle district during the year 1900 than we have uniformly turned out 
during any preceding year. 

Q. Explain the reasons for the closing down of the mills of the American Tin Plate 
Company at Pittsburg.—A. My understanding, liased on the explanation of the dis¬ 
trict manager of the Pittsburg mills, is that they were closed ^wn on account of 
shortage of orders. 

Q. Have there been any strikes on the part of the workmen employed by the 
American Tin Plate Comi»ny since its oiganization? If so, explain briefly the cir¬ 
cumstances and the results.—A. 1 know of none except one at Elwood, Ind.,' caused 
by the discharge of a workman for taking spirituous liquors into the mill and thereby 
violating one of the rules of the company. We understand the strike was not of 
long duration, and the workmen were requested to return by the president of the 
Amalgamated Association. B’rom the information we have, we believe the Amalga#" 
mated Association were hasty and were not justified in declaring a strike. 

Q. What are the chief reasons for the formation of the Amencan Tin Plate Com¬ 
pany?—A. After having considered the then existing condition of the tin-plate indus¬ 
try, for some considerable time prior to the purchase of the individual mills by the 
American Tin Plate Company, we concluded that it would be better for us, as stock¬ 
holders of individual mills, that all should become iiartners each with the other. By 
so doing we hoped to stop the intense “cutthroat” competition, and believed that 
the mills under one management, by the purchasing of supplies, and by distributing 
the finished product from the mills nearest to the buyer or consumer, would secure 
saving that could not be secured by the independent individual mills. 

Q. What are the chief advantages from such a combination that have beeytroved 
by the experience since its organization?—A. In so short a period it is difficult to 
state what advantages or disadvantages arise from the conTOlidated or single owner¬ 
ship of the individual companies. In ray judgment the time is too short since the 
organization of the American Tin Plate Company and the conditions under which 
they have been compelled to operate up to the present time have been so unusual as to 
make it impossible to reach a fair conclusion as to the advantages or disadvantages of 
the consolidation. The unprecedented advance in all kinds of raw material and sup¬ 
plies, as well as the advance in laW, made it necessary for the American Tin Plate 
Company to advance the price of tin plate. The advance in bars was fully 120 per 
cent, in pig tin 160 per cent, and in labor from 15 to 25 percent, and there were laige 
advances in all kinds of materials and supplies. The advance in tin plate has not 
been in proixtrtion to the advance in raw materials. 

Q. What are the chief disadvantages, if any, tliat come from sttch an organization? 
For example, is there any lack of efilciency on the part of MMrintendents coming from 
the fact that they are workers under orders instead of independent producers?—A. 
We can only answer from our own experience. During the past year the entire man¬ 
agement of the New Castle mills, with the exception of the purchasing of steel, p% 
tin, and supplies, and the selling of the product, has been under my care, and the 
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New Castle mills have been operated and managed undW my instructions exactly as 
they formerly were when the New Castle mill was run independently. This applies 
to tne Shenango, New Castle, and Neshannock mills. I Mieve that if the buyers 
and users of tin plate in the United States will give the American Tin Plate Company 
a reasonable time they will conclude they are accorded fair and just treatment. No 
individual company, and much loss a large company, can afford, as a matter of busi¬ 
ness policy, to be arbitrary or to give their customers any other than fair and just 
treatment; and we believe that the present policy of the American Tin Plate Com¬ 
pany is to consider carefully the interests of the buyer and to deal justly with all 
their customers. 

Q. Have you any suggestions to make r^rding legislation in connection with 
industrial combinatidns, either to restrict them in their form of organization or 
in their management, or to protect them and their interests in any way?—A. We 
believe the political agitation with reference to classing large A)rporations as trusts 
or monopolies is premature. The time will come in the near future when the pro¬ 
duction and supply of .the blast furnaces and steel mills will be fully equal to the 
demand, and on account of the changed conditions and the magnitude of business 
enterprises only large corporations or aggregations of capital can at ail exist and 
make a reasonable return to the stockholders, and at the same time furnish the fin¬ 
ished product at reasonable prices to the buyer and consumer. I believe that hasty 
legislation should l)e avoided, and the new organizations should be given a fair and 
impartial trial before the lawmakers of the country undertake to handicap them by 
harty legislation. If you consider the abnormal conditions under which the Ameri¬ 
can Tin Plate Commny has been compelled to do business during the year 1899, you 
will see that the advance on tin plate has not been in proportion to the advances 
made in raw materials used in the manufacture, nor in proportion to the advance of 
the finished products in other lines of which the basis is steel. For instance, the 
lowest point at which wire nails sold per basis to jobbers during the period of low 
prices was from $1.05 to $1.10. The present price, I am informed this morning, is 
$3.15, being an advance of nearly 200 per cent. There is very much less labor 
employed in making a keg of wire nails than in making a box of tin plate. Steel 
iMrs have advanced from the lowest price of $15.50 to $38 per ton, while the base of 
tin plate, from the low price of 1898, $2.60 per base box. Has risen only to ^.65 per 
base box f. o. b. mill. You will find by comparison with pig iron, steel, wire nails, 
angles, beams, channels, etc., that the advance is much less on tin plate than in 
other branches of the iron trade. Although the American Tin Plate Company has 
been attacked by numerous correspondents in a number of Eastern papers on the 
ground that they have arbitrarily advanced tin plate, the actual facta are that the 
profit to the American Tin Plate Company, based on the increased cost of materials 
and labor, is to-day less, taking into account the output and the large amount of 
labor employed, than in almost any other branch of the iron business with which 
we are familiar. 

Q. Make any furtherstatementsonthesubject whichseemtoyouof consequence.— 
A. Asstatediiiinyletter.aboxof plate8containingll2sheets, 14by 20inches, or 31,360 
square inches, is what is known to the trade, dealers, jobbers, and buyers as the 
bwis for a box of tin plate, and where prices are quoted without adding to the quo¬ 
tation that they are for charcoal, terne, or roofing plates it is always understood that 
it refers to what is known as coke or canners’ pfftte. Charcoal plates aVe made of 
various grades in at least 4 qualities, the price depending upon the finish and 
amount of coating per box. Terne or roofing plate also vanes greatly in price, 
depending upon the substance, finish, amount, and quality of coating. The quota¬ 
tion of $l60 per box, being the price at which coke plates were sold f. o. b. mill 
duringthelatterpartof the year 1898, referred to a 100-pound basis; that is, it referred to 
a box of plates containing 112 sheets, 14 by 20, whose substance or weight whell coated 
was 100 pounds. Hence, when Mr. Griffiths referred to plates selling at $2.60, the 
only interpretation that the general trade could place on liis statement was that he 
referred to a box of coke plate. In justice, however, to Mr. Griffiths, I am of the 
opinion that the larger proportion of liis trade was in roofing plates, and as the price 
of roofing plate depended somewhat on the brand, finish, and coating, the variation 
in price was almost as great as the number of brands under which roofing plate was 
sold. Profits or prices baaed on terne plate should have no bearing on coke pistes 
used by canners and the general trade, as the quantity of roofing plate sold, com¬ 
pared with coke plate, is but a small proportion of the entire output of the American 
tin-plate manufacturers. 

State or Pehnsylvania, Coutay of Lawrence; 

1 swear that those statements made by me of my owti knowledge are true, and 
that all other statements I believe to be true; also that the information given and 
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the facbi as set forth in a letter addressed to the Hon. Thomas W. Phillips, under 
date December 8, 1899, are true as to the material facts and statements as set forth in 
said letter. 

George Greer. 

Sworn to and subscribed before me this 27th day of December, A. D. 1899. 

[seal.] Walter D. Clark, 

. Notary Public. 


Washington-, D. C., Decembers, 1899. 

TESTIMONY OF ME. NATHAN A. TAYLOB, 

Ifuiepeiutevl tin-plate manufadurn. 

The commission met at 11.5.5 a. m., Vice-Chairman Phillips presiding. Mr. Nathan 
A. Taylor, of Philadelphia, Pa., independent tin-plate manuiacturer, was introduced 
as a witness, and being duly- sworn testified as follows; 

Q. (By Mr. Clarke.) Please give your name, residence, and occupation.— A. 
Nathan A. Taylor, Philadelphia. I am a meinlier of the firm of N. & G. Taylor 
Co., manufactureiB of tin plate. We are also dealers in kindred articles, but that is 
unimportant. 

Q. Is that a partnership or a corporation?—A. A partnership; it always has been. 

Q. How long has the firm existed?—A. We are a very old firm, with changes in 
the partners. 1 have been connected with it from my younger days, for 35 years, 
and I have been a partner, I think, for 20 years. 

REASONS FOR HL’ILDINO A LARGE TINNING PLA.NT ONLY. 

Q. Do you manufacture tin plates?—A. Yes. 

Q. How long have you been manufacturing them?—A. We have been manufac¬ 
turing tin plates in Philadelphia since the tariff bill of 1890. I believe that was the 
date of the McKinley bill. 

Q. But your firm existeil before in the manufacture. What did vou manufacture 
before?—A. We have always made very largely special brands of tin plate, being 
very closely connected and allied with the consumers’ interests; and before it was pos¬ 
sible to make tin plates in this country we had them made for us in Wales and England, 
and under our own formula very frequently, being closely connected with those works 
which supplied us. When the tariff changed m 1890, we simply transferred the 
making of those brands and that tin plate to our works here. 

Q. Before 1890 and since then, did you and do you manufacture both tin and 
terne plates?—A. Both kinds. 

Q. And put your own special brand upon them?—A. Not necessarily. 

Q. Your plates had a reputation in the trade?—A. Yes; I think so. 

Q. Before the industry was established in this country?—A. Yes; since it is neces¬ 
sary with some brands to individualize them in some wag by stamping the sheets. 
That is done in roofing tin largely, so that the consumer will know what those brands 
are; otherwise, if taken out of the box, there would be no way of identifying the 
brand. We originated that idea of stamping those sheets a good many years ago. 

Q. Do you manufacture your black plates or confine yourselves to tinning?—A. We 
confine ourselves to tinning. 

Q. Where do you get your black plates?—A. Our black plates for the last 7 or 8 
years, probably, nave been largely of Ameriran manufacture and obtained from Amer¬ 
ican mills. It I might be allowai to explain- 

Q. (By Mr. Phillirs.) Certainly.— A. We thought we knew a great deal about 
the tin-plate industry, having been really connected and identified with it over so 
jong a number of years. When the tariff changed, fortunately for us as we thought 
in America, enabling us to make tin plates here, one of two tnin^ was open to us— 
either to put up a complete plant, as it might be called, combining the making of 
black plate with the tinning process, or to separate the two. I felt that we should 
be best served in our interests by putting up alarge tinning plant, for several reasons; 
by doing that we put it up in our own city, largely an industrial city and a very 
important center lor distribution, in which we could have a better command of labor 
both in the quantity and qv^ty and cost of labor; and the freight from Philadelphia 
on what we might not sell in Philadelphia proper would be very small, reaching 
large centers, as three-fourths, or 65 per cent at least, of the tin piste in the 
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United States is consumed east of the Alleghenj' Mountains. A more important 
reason that influenced us in simply putting up a very comprehensive tinning works 
was the desire to have that large power of tinning in order to flil promptly our cus¬ 
tomers’ r^ts within any reasonable time. Then I felt at the time mat if we wait^ a 
little while we should know a great deal more about making black plate te America 
than they ever had known in Wales, that the product on the other side was not as 
good as it ought to be, and that their ideas were, as we know in kindred things, very old, 
and they could see no rSason for changing them. I felt, therefore, that if we waited 
a little while we should know a great deal more here about making that black plate, 
and it would cost us a great deal less to put a black-plate mill up subsequently than 
it would to put it up in a hurry. I felt that with the inventive genius of the Ameri¬ 
can people means would be found to very largely improve and at the same time 
cheapen that manufacture of black plate, and so we have been waiting from year to 
year, and every year has seen successive steps in that improvement. 

AMBKICAN IJIPKOVEMENTS IN BLACK PLATE AND IN TINNING. 

Q. (By Mr. Clabke.) How do the black plates produced in this country now com¬ 
pare for quality with those produced abroad?—A. Oh, they are very largely superior 
to anything that is produced abroad. I speak of that in the finished product. In 
the Bessemer quality, as far as the intrinsic quality is concerned, the American Besse¬ 
mer is vastly superior in every respect—in ductility and tensile strength, in the sur¬ 
face and in the finish—in every respect vastly superior to the foreign quality. In the 
open-hearth, or the Siemens-Martin, process we have not improved materially, I think, 
over the quality of the foreign production, nor has that been used very Imgely in 
America. In Wales they were obliged to use those two separate materials, the Bre¬ 
mer and the open-hearth product, according to the use you might want to put that 
tin plate to, and thediffereneewas very wide over there; but in America our Bessemer 
has been so vastly improved that there is not that differencebetween the Bessemer as 
produced now and the open-hearth as we would produce it here.' 

Q. What proportion of the black plates used in this country are Bessemer and what 
open-hearth?—A. For tin-plate purposes it is somewhat difiicult to say. I could not 
hazard a guess at it; it would-simply be a guess. 

^ Has the process of tinning been improved since the industry was established in 
this country?—A. We have made very many improvements in tinning, but they are 
not so marked as the improvement in the black plate. 

Q. How do the present prices of tin and terne plates compare with the prices for5 
years prior to 1890?—A. I can not speak from recollection as to facts. I think the 

§ resent prices are much less than they were at that time, but I am speaking without 
ata before me. They are, I think, no higher to-day than they were 5 or 6 years ago. 
Q. Do you now import any tin plate or black plate?—A. Ifo, not to any extent; 
only in a very small way, in special items where there is some necessity for it. 

WORK people and WAGES. 

Q. What wMes are paid to your operatives, and also to the operatives in the black- 
ph^ mills?—A. I can not speak from knowledge of the wages in the black-plate 
mills. The wa^ in our tinning works are grad^ v^ry much throi^hout the differ¬ 
ent processes. I might say that we pay very full wages, in our opinion. We have 
always kept in close touch with our men—willing to listen at any time to any fancied 
grievance on their part—and we have continuously paid them, through bad times as 
well as good, pretty uniformly good wages. 

Q. Do they work by the piece, or by the day, or by the week?—A. In both ways. 
The minor mbor is mostly by the day or week; the highest and skilled labor is 
usually by the piece. 

Q. Is your labor organized?—A. No. 

^ Are men, women, and minors employed?—A. Very few minors, and if so, in 
a minor capacity. 

Q. Some women?—A. Yes; we employ women to clean the plates after they are 
tinned in the higher grades. We go to considerable expense in that respect. I do 
not think the practice obtains in Western mills to the extent that it does with us; 
their cleaning is done very largely by machinery, but we do ours largely by hand 
and we think it produces better results. 

Q. Do you know how the wages you pay compare with the wages that are paid in 
similar plants abroad?—A. No; not as to facts. I know our wages are very much 
more than are paid abroad; how much I can not say. 

Q. Are your operatives native to the country or have most of them come from 
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W»le»?--A. Most of them mo native to the country. We have a few that came from 
Wales when we started our works, and they have been with us continuously ever 
since. We have not as many, though, of foreigners as we had when we startM, 

Q. Have you had any labor difficulties?—A. None whatever. 

Q. Do the wages of labor in your works compare favorably with the wages of labor 
in most of the industrial establishments in your city?—A. Yes, they compare very 
favorably. I think I stated that we think we pay very full wagM indeed. 

Q. You think that is true of the tin-plate industry and the black-plate industry 
generally in this country?—A. Yes; so far as my knowledge goes, very full wages are 
paid, especially in the skilled departments. 

NO RELATIONS WITH THE AMERICAN TIN PLATE COMPANY—SITPPLIES OP BLACK PLATE. 

Q. Do you sustain any relation whatever to the American Tin Plate Company?— 
A. None whatever in any direct sense. 

Q. Do you compete with them?—A. We are in a sense their competitors; yes, we 
are independent of them. 

Q. Do you buy anything from them or they from you?—A. No; we have no deal¬ 
ings together. 

Q. How do you obtain your black plates, and from whom—not necessarily the 
firms?—A. We have had our black plate always made for us by black-plate mills, 
and have selected those which could do the best work for us and at the time were 
most favorably situated as to freights, so that the cost of freight on their product to 
our works would be a minimum. We have takon,as arule, thooutoutof such works, 
and have been cognizant of their methods and of their cost; and I have arranged in 
our contract with them to pay them a certain profit upon such costs. Sometimes the 
contracts have been of a sliding nature where the prospect of the value of materials 
was in any way uncertain, and the price of our product from those mills was based 
on the costof materials ahead. We practically took the output of certain black-plate 
mills which never made tin plates, ana, as I said before, were favorably located. When 
the American Tin Plate Company was formed, these mills, with our approval, natur¬ 
ally embraced the opportunity ottered to obtain a very handsome price for their plants 
and sold out to the American Tin Plate Company; but they had large contracts with 
ns which would not have terminated for some time ahead, and the American Tin 
Plate Company assumed those contracts and have been filling them and are continu¬ 
ing to do so. Except in that resjiect we have had no direct relations with the Ameri¬ 
can Tin Plate Company. 

Q. You do not know just what effect the consolidation of those companies with the 
American Tin Plate Company will have upon the future of your supplies?—A. No; 
1 do not know what the effect will be. We expect no difficulty in obtaining or mak¬ 
ing such supplies as we need, when the time comes. 

Q. Have any independent black-plate mills Ixien built or operated since the Ameri¬ 
can Tin Plate Company was organized?—A. Ujxm that subject I only know what I 
have read in the new.spapers and trade papers. I tielieve there are such. At the 
time when the American Tin Plate Company was organized there were still some 
few independent concerns left out. 

Q. You have not built any yourselves?—A. No; not yet. 

Q. You do not know whether you will or not?—A. I can not tell. We of course 
must obtain our supplies at the lowest possible cost; it is simply a matter of business 
with us. 

Q. Is there a sufficient supply from the mills outside of the American Tin Plate 
Company to supply you?—A. No; they can not supply us. We require about 1,500 
tons of black plate a month. If our works were equipped for making the ordinary 
kinds of tin plate we could without difficulty, by working night and day, turn out 
one-tenth of the entire consumption of the United States. 

THE RISE OF TIN PLATE NOT CAPSED BY THE COMBINATION AND NOT UNDULY GREAT. 

Q. Have you observed any variation in the prices of tin plate since the consolida¬ 
tion of companies into the American Tin Plate Company; and if so, to what do you 
attribute that variation?—A. There has been a steady advance in the price of tin 
plates since the organization of the American Tin Plate Company. I do not think 
they had anything to do with that, as the cost of materials advanced very laigely, 
and those costa always seemed to be beyond the prices that the American Tin Plate 
Company would establish from time to time. In other words, I think it was the 
pressure of buyers that forced the American Tin Plate Company to advance their 
prices, or they would have been filled up with business that they would have had to 
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do at a loss. 1 think their prices have been le®, thnmghoot the whole period irota 
their organization to the present, than the cost of making the tin plates at the cur¬ 
rent value of the materials. If we compare the present prices with the prices in 
Wales, where there is perfect freedom of action on the part both of the buyer and 
the maker, we find that the current kind of tin plate known as 14 by 20, coke tin, 
100 pounds, was selling a year ago at about 9 shilling a box, and the present quota¬ 
tion is about 15 shillings a box, an advance of 6 shillings a box, which is $1.60. If 
we take the very lowest, price at which American tin plate was hold at any time from 
the Western mills, that lowest price was $2.65; the present price of the American Tin 
Plate Company is $4.66. We have an advance in the foreign product of $1.60, and we 
have an advance in Ijie American product of $2.' 

Q. (By Mr. Fakqciuh.) How is that?—A. Of $2, the difference between $2.65 
and $4.66. I think that 50 cents difference between Wales and America is Justified 
entirely in the present difference between the cost of labor in the two markets. I 
do not think the present price of tin plate is out of the way at all. Naturally every¬ 
thing in our line, from*the pig up, partakes of a better profit than it did a year ago, 
and there is therefore a better profit throughout, in the intermediate producta. Com¬ 
pared with a market that is unrestrictt d in its field of production and amenable to 
no conditions as it is here, you find an advance in England of $1.80 a box and in 
America of $2, and the ditterence in the American market is entirely justified by the 
difieteace in labor. 

GOOD EFFECTS OF THE E8TABLI8H.UENT OF THE INDUSTRY IN AMERICA. 

Q, (By Mr. Clarke.) Have you any knowledge as to the number of people whoare 
employed directly in the tin and tin-plate industry in this country, and m the pro¬ 
duction of black plates for tin plates ?—A. No. 

Q. Have you any knowledge as to the number of millions of dollars saved by the 
consumers of the United States in the purchase of tin plates from home producers 
instead of from foreign producers?—A. They have saved a great many millions of 
dollars; it is impossible tor me to estimate it; the saving has been very laige. The 
inception of the American industry in this country greatly lowered the price, and it 
has been going down ever Since. All that has been a saving to the American con¬ 
sumer, and brides we have developed very largely our iron and steel resources. 
To make tin plates employed these men that otherwise would not have been employed. 
Everything has been very favorable to this country in the establishment of the new 
industry. 

Q. Are there any natural conditions in this country which are obstacles to the suc¬ 
cessful production of tin plate?—A. None whatever. We have more favorable con¬ 
ditions in this country for making tin plate than exist anywhere else. 

wa MIGHT HAVE EXPORTED TIN PLATE, BUT WE CAN NOT AT PRE8E.NT DISPENSE WITH 

THE TARIFF. 

Q. (By Mr. Olarke.) Do you produce wholly for the domestic market?—A. 
Entirely so. 

^ lio any of your products go abroad?—A. We have done business of that kind; 
it is unimportant, though. I think that if the American Tin Plate Comj^y had not 
been formed, and individual mills had been built and continued in their individual 
capacity, and we had not since that time had the wonderful enhan(»ment of values 
that we have had, we should have reached the point before long at which we could 
have exported tin plate, at least to some countries, because the prices of American 
tin plate a year ago were not veiy far off from the prices in England itself. 

Q. Does the tarifl affect your business in any wav, and if so, how?—A. Well, the 
tariff was necessary to the establishment of the tin-plate industry. We have worked 
independent of it since, because the price has steadily declined independently of the 
tariff on the imported article—so much so, as I have just said, that a year ago our 
price for tin plate was almost as low as the price in England itself. 

Q. Could the industry safely dispense with the tariff?—A. Not at present. It is 
an advantage, as long as there is a difference in labor between the two countries; in 
point of fact the industry at certain periods, at least for a brief period, might have 
dispensed with the tariff, but the tariff is no injustice to the consumer when we con¬ 
sider that it often prevents speculative importations. 

CONDITIONS BEFORE AND AFTER THE m’kINLSY TARIFF. 

Q. Were there inclinations to import so as to prevent ^e establishment of the 
industry in this country before the passage of the McKinlpy law?— A. The importers 


^ English advance, COf per cent; American advance, 75 per cent. ^ 
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of tin plate in this country neturally bon^t everything they couid. They imported 
tin platea that, in theiropmion, would cost them lesa here, duty paid, before the tariff 
of 1890 went into effect—it was simply a business operation on their part, calcu¬ 
lating that the increased duty would make the importation of tljose plates cost so 
much more. In point of fact, their expectations were never realized, as the market 
steadily and largely declineci immediately after the passage of the tariff bill, large 
quantities of tin plate were imported, and they were more than the hoMers could 
carry, and more than the consumers wanted. The law of supply and demand 
simply brought the prices down. At the same time the Amencan product cora- 
mencM to huild up, and these goods were produced and purchased, and the foreign 
tin plates held in this country simply had to be sold at the same price to compete 
with the coming American product. 

Q. It was not true, then, that the duty was added to the price of the domestic 
product as well as of the foreign product?—A. In no sense true. The American 
consumer has never been charged the duty on tin plates since they were made in this 
country. 

Q. (By Mr. A. L. Harbis.) How do the jirices of foreign tin plate to-day compare 
with 1890?—A. The prices in 1890 were very high; stimulated, as 1 have just stated, 
by these excessive importations the foreign holders were able to unload upon us stuff 
that they had not been able to sell for about 15 years—they cleared out everything. 

Q. Take the normal conditions; take the year before that and make compan- 
sons?—A. I would not like to make a statement without data Ix fore me, but my 
impression is that the foreign market for tin plate in 1890, and say for 2 years back 
of that, was much higher than the present price of American tin plate—very much 
higher. 

Q. Did American competition have anything to do with bringing that down?— 
A. It had everything to do with it. It is reasonable that we allow for the wonder¬ 
ful development of iron an<l steel in America, which has also cheajiened that part of 
the making, but the American competition had everything to do with it. 

Q. (By Mr. Clarke.) You think then that it is neceasary, or at least desirable, to 
preserve the tariff or some rate of duty to protect against the dumping of foreign sur¬ 
plus stocks on this market?—A. Oh, yes; I think the tariff is essentid, and it shoulil 
also te consistent. There would be no jarticular reason for largely r^ucing or with¬ 
drawing the tariff on tin plates without scaling everything else down that is kindred 
to it. 

witness’s BtISINKS,S HAS ALWAYS PKOSCEKEI)—HE SEE.S NO PERIL. 

Q. Do you think of any change in existing law, national or State, which would 
benefit the tin-plate industry in this country?—A. No; I can not conceive of any leg¬ 
islation that would lienefit it. 

Q. Have you any complaints to make of existing conditions?—A. We have no 
complaints to make at all, as far as our business is concerned, of existing conditions. 

Q. Your business is prosperous?—A. Our business is prosiierous and it always has 
twn. We have not b^n affected in the past when business has been depres^ in 
tm plates among the Western mills by the conditions that have existeil among them. 
We have always catered to the very best buying element, have always striven to 
make the very best tin plates, have always found buyers for them who have made no 
complaint of our prices, and we have continued on that line and there seems to be 
no otxasion to deviate from it. 

Q- So far as you have observed, or can observe at the present time, then the 
industry m this country is not hazarded by the consolidation of companies?—A. No; 
I see nothing at all in that respect. 1 have stated that the present price of tin plate, 
although it IS in a sense fixed by the American Tin Plate Company, is, in my opinion, 
a very reasonable price, indeed, and entirely justified by the advance in the cost- of 
m^nals and labor. I do not know what price may be established ahead. 

Q. (By Mr. A. L. Harris.) Does the American Tin Plate Company fix the price 
of the finished product at this time?—A. They fix the price of tin plate as far as their 
business is concerned. Any outsider, whether he be a dealer, merchant, or manufac¬ 
turer, of course can sell at what price he pleases. 

DOBS NOT KNOW OE ANY MONOPOLY OF TINNING MACHINERY. 

Q. (By Mr. A. L. Harris.) You um machinery in your mill in the manufactureof 
tinplate?—A. Oh, yes; we use machinery largely in the manufacture of tin plate. 

y. Is there any monopoly in tin-plate machinery in this country?—A. None that 
I know of. We nave had it usually made in Philadelphia. 
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Q. Does the Ameriaui Tin Plate Company coni^ the patents up<m the best 
machinery for the manolacture of tin plate?—A, Xot that I know of. 

Q. Or the black plate?—A. No; not that I know of; there are very few patents in 
that connection that I know of. 

AMERICAN IMPROVEMENTS. 

Q. Has the quality of tin plate deteriorated since the American Tin Plate Company 
has had control?—A. 1 do not think so; of coarse I can not speak of knowledge of 
their product or of their mills. 1 do not think, though, generally speaking, that 
there has been any change in the product—the American piwuct. 

Q. (By Mr. Philwps.) How does the quality compare of the tin plate made here 
and abroad at the present time?—A. In my opinion, the quality of the tin plate 
made in America is very much superior in every particular to*wtpt is made abroad, 
with the exception of some high grades, the quality of which is still kept up abroad, 
but the quantity of which is unimportant. In some high grades it is fair to say that 
we have not improved'very much over their methods; we think we have, but.possi- 
bly not to any great extent, but in the rank and file of the steel, improvement has 
been very mark^ in favor of the American product. I just said, a while ago, that 
the quality of the basis of the black plate of the Bessemer quality of the American 
product was wonderfully in advance of the correspondmg Bessemer quality in Great 
Britain. 

Q. You think the tinning also is equal, if not superior?—A. Oh, yes; in every 
respect. 

Q. Do you know anything of the new patent that has been matle in regard to tin¬ 
ning—that has been operated some, I believe, in Wheeling?—A. I only know of that 
as I have seen it in the papers; I do not know anything about it. 

Q. Do you know that it is claimed that they can make tin at a very much le8.s 
price and consume less time in the tinning?—A. I do not think they intended giving 
out that statement. As I understand it, what tliey claim—and I think it is a very 
old claim—is to save something in the intermediate processes before the black plate 
is made. There is no claim to save in the tinning or of shortening the time in the 
process of tinning. I believe their claim is simply up to the finishing of the black 
plate. What their claim is I do not know. 

Q. I have been iiifoniieil that they claim it would require several days less time in 
finishing tlie tinning.—A. To tin a sheet of black plate and finish it in the common 
kinds takes a very short time indeeil, and in the better kinds it probably consumes a 
lew hours. The mere tinning process is a brief one. 

Q. Then the process is largely in prejiaring the black plate for receiving the tin?— 
A. The process is laiysly in preparing the black plate for receiving tin. 

Q. And that is their claim?—A. That is what I think. They claim something bv 
which some of the many processes up to the finish of the black plate can be saved. 
I think it is an old claim. 

rSlON LABOR. 

Q. You spoke about not employing organized labor, or union labor, in your mills. 
Do you pay as laige wages as those who employ that kind of labor?—A. Yes; I 
believe we pay about the same price. 

Q. Is your firm opposed to organized labor—to emplojdng it especially?—A. That 
matter never came up before us and we have never thought of it. Our men have 
simply worked without any organization and we have paid them. 

Q. (By Mr. Clarke.) You say you have had no labor difficulty?-A. We have 
never bad any labor difficulty. ,, 

Q. (By Mr. FARqtWAR.) Have your employees at any time made any demands 
relating to prices or hours of labor?—A. No demands. At various times in a small 
way they have talked to us about wages and we have simply talked to them. There 
have been unimportant changes—sometimes reduced and sometimes advanced; but 
they were quite immaterial. Our men have always been well satisfied. They coulil 
not be otherwise, because we feel that we pay our people very full wages indeed, and 
we are willing to do so in consideration of what we think we get out of it. Our 
make of tin plate is very largely—three-fourths of it—made up of high grades of 
bright tin and roofing tin, and we must have good labor for that, and it is not reason¬ 
able to suppose that we would hedge in any or that we would be unwilling to pay 
fair wages to obtain those results. 

Q. Have your men at any time attempted to form unions or join the Amalgamated 
Aasixnation?—A. Not that I know of. I never heard of such a thing. 

Q, So that your work would be considered entirely open for the hiring of union 
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labor or nonunion labor?—A. We hire anybody who applies to us if we need him. 
We would not, of course, hire him as representmg organized labor, simply because 
we never have had that condition. 

Q, And you would not hire those that are recognized as men advanced in organized 
labor circles or anything of that kind—what people call agitators?—A. No; we should 
not want to have anything to do with them. We have a large command of labor in 
a city like Philadelpnia. If we need labor, we probably have applications a hundr^ 
to one for it. 

Q. Is it not a fact that nearly all your labor in the tin-plate business is in the Amal¬ 
gamated Association?—A. I do not know much about the number in the tin mills in 
the Western mills. I am not a good witness in that respect. 

WHO GOT THE M’KINLKY TARIFF PASSED? WHO GAINED BY IT? 

Q. Is it not generally understood that the Amalgamated Association, both in the 
class of employers and the employees of those mills, are sharers in the protection 
that the tariff has given to American labor and American manufacturers?—A. Well, 
all labor entering into the manufacture of tin plate is benefited by the tariff. 

Q. Is it not a fact that organized labor was one of the great means of your getting 
this tariff?—A. No; I do not think so. It seemed to b e " 

Q. (Interrupting.) Do you suppose that Congress made the laws for the manu¬ 
facturers and not for the American workingmen?—A. No; I understood they made 
them for the benefit of the consumer. 

Q. Did the consumer appear at the halls of Congress to get the tariff put on?—A. I 
do not know in what way the tariff was obtained. We had no interest in it particu¬ 
larly at that time. • 

Q. You are not aware, then, that the iron workers of this country were the men 
that were almost mainly instnimental in getting that tariff on?—A. No; I did not 
know anything almut that at all. As far as our firm is concerned, we simply watched 
events, believing that the tariff on tin plate was to be imposed. Various attempts 
had been made in the past to impose it I think they failed on account of the con¬ 
ditions at those times not being favorable to the establishment of the industry. I 
think that when the tariff commission—I think in 1880- 

Q. (Interrupting.) 1883.—A. 1883. I appearwl before it myself at that time and 
rather advocated the lowering of the duty, because it seemed to be then a tax upon 
the American consumer, liecause at that time the conditions did not exist here for 
making tin plates; but, of course, when favorable conditions existed, I changed my 
views entirely and have been a strong advocate of a protective tariff ever since. I 
think that under this tariff not only have our immen.se industries been established, 
but labor has been lately henefiteii by the tariff on tin plate. 

Q. Was not the main reason for the McKinley bill, when it was discussed, that it 
was the creation of a new field of labor and the development of the raw material of 
this country?—A. I looked upon it- 

Q. (Interrupting.) The employment of a larger field for workingmen—was not 
that the main reason given?—A. I can not recall what the main reason was. I think 
it came about in a general way, and I think the establishment of the tariff came 
about from natural causes; that we felt the need of a further development of our 
resources here and we could not do it without the Iiencfit of the tariff. 

Q. You are not sure, then, whether the tariff was made for the benefit of the man¬ 
ufacturers or made for the benefit of the American workingmen?—A. For their joint 
benefit. 

Q. And they ought to be joint sharers?—A. They are, I think. 

Q. Are you aware that under the Amalgamated Association scale the working¬ 
men are really sharers, under the sliding scale, with the manufacturers?—A. I do 
not know anything about the Amalramated Aasociation’s scale. In our tinning 
works we simply pay, as I have stated, good wages and wages that we have estab¬ 
lished with our men; and they have been satisfactory. 

witness’s BUSINESS NOT AFFECTED BY THE FORMATION OF THE AMERICAN TIN PLATE 

COMPANY. 

Q. As an independent manufacturer, what effect, good or bad, has the establish¬ 
ment of the American Tin Plate Company had with yon?—A. Just what effect—in 
what way? 

Q. What effect on your business as a manufacturer?—A. On our business? I can 
not see that it has had any effect on us whatever; it has simply been a continuation 
of the Western mills under another organization. 
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Q. Yon say it was an enlargement. With your present works running full night 
and day, do I understand that you manufacture one-tenth of the whole product of 
this country?—A. I think I stated that if our works were running full night and day 
and turned out the ordinary kinds of tin plate we could make one-tenth of the tin 
plate consumed in the United States. 

Q. Do you think your opportunities to work up to this one-tenth are good while 
the American Tin Plate Comiiany is in existence?—A. There is no reason for attempt¬ 
ing this large product. We give our attention very largely te the making of high 
gr^es, and necessarily we do not get out the product of those grades that we woiild 
get out of the common kinds. 

THE AMEHICA.V TI.V PLATE COMPANY FIX THE PBICE, BUT THEIH ADVAN'CEn PRICES 
ARE JUSTIFIED BY THE COSTS. 

Q. I think you asserted, or seemed to imply, that the American Tin Plate Company 
fix^ the prices to the consumers of this country. Is it a fact or not?—A. I think I 
stated that the American Tin Plate Company fixed their prices, and that any other 
dealer or merchant or independent manufacturer is entirely at liberty to'fiix his 
prices; but, as a matter of fact, the American Tin Plate Comimny, by taking over all 
the individual mills practiially supply the tin plate of the Unitm States, and they 
have fixed prices at different periods. 

Q. You say that practically they are the makers of the going prcahicts of tin?—^A. 
I would say that practically they are the makers of prices of current kinds of tin 
plate. 

Q. (By Mr. Phillips.) How much have they advanced the price since their organi¬ 
zation?—A. I think I stated that at the time of their organization what is known 
as canners’ tin, I. C. 14 by 20, 100 pounds, was selling for $2.65; their present price 
is $4.65, a difference of $2. Of course, there are very many kinds of tin plate, but 
we take that as representing the basis of value. 

Q. Do you consider that an exorbitant price, if they make a profit even at $2?—A. 
I do not think their profit is any more now than it was then. 1 think that if you 
take the foreign market as a basis, where buying and selling is unrestricted and 
where there is perfect frewlom of action, no consolidation whatever, keen compe¬ 
tition, you have an ailvance over there of $1.50 on that same article. You have a 
corresponding advance here of $2. Now, the 50 cents must- 

Q. (Interrupting.) In this same kind?—A. In that same period. 

Q. In that same period?—A. At the time of the formation of the American Tin 
Plate Company this kind of tin that I was alluding to was selling for $2.65, repre¬ 
senting practically the lowest price it ever touched at that time or before. That kind 
of tin is now fixed in price by the American Tifi Plate Company at $4.65. The 
advance in the foreign market has been fully $1.50 a box on the same kind of tin. 

Q. In that period?—A. In that period; and that 50 cents of greater advance in the 
American product is entirely justified, within my knowledge and in my opinion, by 
the difference in labor in the two countries. The difference in labor, as I under¬ 
stand it, is very largely arainst us in rolling black plate. 

Q. (By Mr. Farqohar?) To what do you attribute the advance in tin plate in the 
last year or two?—A. We all know of the great advance in the price of iron and steel 
and in pig tin, and that, together with the advanceun wages ana some small advances 
in minor things like oils, justifies entirely the present price of tin plate. 

Q. Have you advanced wages in your establishment since the advance of prices?— 
A. I think slightly, but we paid ve^ good wages before, and we never reduced them 
when wages were reduced by the Western mills. 

Q. So you say the advance is a normal advance?—A. The advance is normal. 

Q. Related by supply and demand?—A. K^iulated entirely by suj^ily and 
demand. 

Q. Both foreign and American markets?—A. Entirely so; both markets. 

Q. You claim there is not an arbitrary price among you tin-plate men in this coun- 
tni in fixing the present price?—A. I do not know enough about the business methods 
of the American Tin Plate Company. I know they have fixed the price. 

Q. In your own business, do you know?—A. In our own business, I was going 
further to say that we fix our own prices independently always. 

Q. (By Mr. A. L. Harris.) Do you know what per cent of the product to-day the 
Amencaii Tin Plate Company manufacture?—A. No; I could harcily venture a guess 
at that, but they make a large part of it. 

NO TIN PLATE IHFORTED EXCEPT FOB DBAWBACX. 

Q. Is there any competition in the importing of tin?—A. No; It costs more, 
the freight and cluty. The American product, without the favor of prejudice of the 
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American TMn Plate Company, or any other dealers or company or manafacturer, 
is very much less in price than the imported tin plate. 

Q. (By Mr. Phillips.) There is, then, no importation of tin plate?— A. None what¬ 
ever, except in some special lines, the amount of which is inconsiderable. Of course 
the oil people—consumers of tlmt kind—import the foreign article, because they 
make it up into cans and export it and get back the duty less 1 per cent. 

Q. (By Mr. Farqiihah.) So that under the present conditions there is no importa¬ 
tion to affect at all?—A. None whatever. The selling price of the American product 
is very much less than the cost of importing the corresponding foreign product. 

SUPPOSE THE TIN-PLATE DUTY WERE REMOVED. 

Q. Suppose the tariff was abolished; how would the competing power of foreign 
tin be witli the American tin?—A. Well, the immediate result of the abolition of the 
tariff on tin plate would be to put the foreign market up. 

Q. Then you would expect, on the repeal of the tariff on tin plate, that the Amer¬ 
ican product could then enter into immediate competition with the European—that is, 
European tin could immediately enter into competition with the American?—A. We 
could not immediately enter into competition with them because our protection 
would be removed. , We should liave to adjust ourselves to those circumstances. 
Those circumstances would be the reduction of wages here immediately and very 
largely, or the men would be thrown out of work. We should also have to be satis- 
tied with a very much lees profit or none at all. To keep our work going we should 
also have to buy certain material for less prices than we can now, which would mean 
an adjustment of everything in the iron and steel line. You can not disturb the 
tariff on tin plate unless you (orrespondingly disturb it on everything else. I am 
free to say that this country, with its wonderful development, is gradually becoming 
independent of a mere tariff per se ; hut I think, as 1 stated before, that it is very 
important that we have the benefit of a tariff, where it is not abused, as it keeps out 
spi’culative importations at a liad time. 

Q. You have the home market to yourselves?—A. Yes. 

y. That is one reason?—A. And we can supply the whole market. 

y. Of course you know there is the talk all alamt us, and some discussions through 
the newspapers, that the remedy for these combinations, especially in the tin-plate 
business, is to take away the tariff entirely. As you are a manufacturer, I think the 
commission would like to know just about where it would land the tin-plate interest 
in this country.—A. That is a good ipiestion. 

y. That is just what we want to get at, the fact, and your own opinion as a practical 
man.—A. I have had some experience in changes of the tariff. We have hil a good 
many of them before the American industry was established. If the tariff on tin 
plate were removed or la^ly reduced, as X said before, the immediate effect would 
be a very laige advance in the foreign market. In other words, they would take 
lulvantage of that advance and it would be lantinued as long as they had a demand 
in this country. Then, in the course of time, the American manufacturer would 
coiumence to adjust himself to those changed conditions. 

AS TO MONOPOLIZING MACHINERY. 

y. (By Mr. Phillips. ) Does the American Tin Plate Company seek to control the 
machinery that goes into the making of plates?—A. I can say nothing on the ob¬ 
ject, except that I liave seen it in the newspapers. We are not interested as yet in 
that. 

y. You woutd be directly interested if you were going to make your own black 
plate, would you not?—A. We should. 

Q. To know whether you could get such machinery?—A. But I have never found 
any difficulty in getting any made that I was willing to pay for. In our own works 
we have employe a great deal of machinery and mechanical knowledge on the part 
of others. We never had any difficulty in jetting anything made. 

Q. Have you heretofore ever dealt, however, with persons who had absolute con¬ 
trol, or very largely the control, of a great industry?—A. We have never dealt with 
anyone except with those who have made machinery for the tinning works. 

NO GREAT COMBINATIONS IN THE BEITISH TIN TRADE. 

Q. (^ Mr. Fabquhar.) Is the manufacturing of tin plate in Great Britain in the 
hands of a few or many manufacturers?—A. Very many. 

Q. Very many manufacturers; they have no lar^ aggregations of capital"— 
A. None whatever. 
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Q. In tile manufacture of tin plate?—A. Mostly small onee, mostly smaller plants; 
very many. That has been the natural growth of that indnstiy which we facM here 
before we established the tariff of 1890. 

Q. Has there not since the American tariff went into operation been formed an 
aggregate of capital or of interests in Wales to find markets and establish prices?— 
A. No, sir, I think not; nothing except in a friendly way maybe, but no attempt at 
any establishment of prices whatever. There is, however, I should state in fairness, 
though a very minor matter—there is and always has been a combination among 
some English manufacturers of large tinned sheets. That combination has always 
existed, to my knowledge, 25 or 30 years I think; it never seemed to do any harm— 
always existw and still exists; the consumers got used to it. I do not mean to say 
that it at any time established high prices, immoderate prices; but there is, it is fair 
to state, in Imgland, amongst manufacturers of large tinned sheets—a very unimportant 
industry—a combination as regards prices. * 

WITUBSS 18 RAKDLY A COMPKTITOR Of THE AMERICAN TIN PLATE COMPANY. 

(^. (By Mr. Farquhab.) Do you think that the creation of great aggregations of 
capital like the American Tin Hate Company is an advantage to the whole trade?— 
A. I think we shall have to wait and see how it works out. 

Q. Await the result?—A. At the present their action has been moderate and 
business-like throughout, as I have said. They have not attempted at any time to 
fix any higher price for tin plate and have rather kept under the advancing costs. 

Q. (By Mr. A. L. Harris.) Have they any economic advantage over you in the 
manufacture of tin plate through the immense combination?—A. Well, it is not 
exactly fair to them or possibly to us to make a comparison, liecause we simply tin 
on a very larre scale. We have connection with a large number of mills and have 
made the product all the way up to tin plate. 

Q. (By Mr. Philups.) Do you employ traveling salesmen in handling your prod¬ 
uct?—A. We do employ travel ing salesmen, but not necessarily for selling our product, 
It is for business purposes; and then we are dealers—merchants in kindred goods 
along the line, and have always been, more or less. 

Q. Do you employ more now tiian you did prior to the organization of the Ameri¬ 
can Tin Plate Company?—A. We employ exactly the same number. 

Q. And do you come in competition, or do you mmerally sell at about the same 
price that they do?—A. Well, as I said, probably three-fourths, or at least 65 i)er 
cent, of the entire consumption of tin plates in the United States is east of the Alle¬ 
ghenies. Our own market is therefore mofe immediately around us, and in that 
sense we do not exactly come in contact or competition with the American Tin Plate 
Company, or any more than we formerly did with individual mills whose business 
is more naturally in the western territory. Also, the Ameriian Tin Plate Company, 
being a very large organization, is desirous of turning out product, and probably 
would like to make the kinds that entail the least trouble. We, as individual makers, 
are quite willing to take upon ourselves any trouble if the consumer will pay for 
it, and, as we make high grades, we do not exactly make the same things as the 
American Tin Plate Company. When it comes to what I might call the calico end 
of our business—a small product, comparatively, with os—we do come in competition 
with the American Tin Plate Company, and our jlrices are about the same. We 
can not very well get more, although, in oiir opinion, our product may be better, 
and we can not, on account of cost, sell for any less. 

SOURCES OP TIN. 

(^. (By Mr. Phillips.) Where do your supplies come from?—A. From Oceanica 
entirely—from the producing primary markets, which are largely the Straits Settle¬ 
ments, some from mnca, and some little from Australia. 

Q. Nearly all of the American tin is secured from where?—A. There is no Ameri¬ 
can tin. 

Q. You use no American tin?—A. It is all imported, mostly from there. There is 
American tin existing, but we have never been able to get at it in a commercial way. 

COST OP TIN PLATE AS AKPECTEO BY PRICE OP PIO TIN. 

Q. (By Mr. A. L. Harris.) Has the price of tin increased?—A. The price of tin has 
increasea enormously, more so than any of the ingredients. We use, we may say, iron 
or steel and tin. The price of tin wasabout, as near as 1 can recollect, 13 or 14 centsa 
pound a year ago. Two months ago it was 34 cents a pouqd, and to-day, or yeeter- 
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day, it was ab<mt27or 28 centea Mond. If yon consider the enormous advance of an 
article in a natnrai way, except ny specnlation prevailing, you will see how much 
that has increased the cost of making tin plate. If you take what is known as can- 
ner’s tin, which we are speaking of, you have about 2i pounds coating to a box of tin, 
14 by 20, and 112 sheets. The cort of that tin plate has increased to that extent 
by the advance in pig tin; but more than that, in our own individual case, the increase 
has been enormous to us, because we make bright plates that carry 10 pounds and 
upward, 14 by 20. We make roofing tin, a large part of tin and alloy, composed of 
one-third or one-half tin. Although the price of lead has not advanc^ materially, 
you can easily see how very much higher our coat is where we use very much tin in 
our product. Now, as I stated, the advance of tin is natural, without control in any 
sense whatever. It has simply advanced upon its merits, and the statistics show an 
increased consumption, due entirely to the establishment of the American industry and 
tlie enlargement of our product here, the large increase in our production, and at the 
same time an improvement in the Welsh output. They have sought, under their 
adverse circumstances, when they lost this market, other markets, and they have 
gradually been increasing their production, reopening their old mills, so the consump¬ 
tion of tin has very mucti increased. 

Q. Largely caused by the natural law of supply and demand?—A. Entirely so. 

Q. (By Mr. Farqchah.) Are you aware of what nationalities the men are that 
control the production of tin?—A. I can not state from knowledge. I think they 
are English. The Dutch settlements produce a good deal of tin from the territory of 
Banca to Billiton. Of course the Australian and the Straits output are very large, 
also. No doubt they are very largely under English control. 

KKASONS POP. FOR.MAT10N OP AJIIERICAN Tl.N PLATE COMPANY— NO UISINESS NECEaSlTY. 

Q. (By Mr. Phillips.) Do you think there was any necessity for the formation of 
the American Tin Plate Company?—A. There was no necessity as far as the makers 
of tin plate were concerned. It was the result of bad management on the part of 
many of the mills, who were confronted with a proposal to sell out. It should be 
borne in mind that the American industry started out under very favorable condi¬ 
tions, and there seemed to be before this change of tariff in 1890 a sort of fascination 
about the article by which a good many outsiders seemed to think they should enter 
the business; consequently, when the American mills commenced to be formed they 
were put up on a favorable basis probably, and people attempted to work them who 
had not a sufiicient knowledge of the business to work them right. In my opinion 
probably 75 per rent of the individual mills had no experience whatever when they 
start^l m the manufacture of tin plate; consequently they suffered in that respect, 
and it was simply, in my opinion, the lack of management on the part of individual 
mills that necessitated the formation of the present company. In our own case, we 
have gone through the whole period, always prosperous without exception, and never 
following the keen competition that existed amongst the Western mills. Then, 
again, if they faced these renditions they could have remedied this, if they thought 
they were in danger of excessive competition amongst themselves, by reducing the 
production at two periods of the year. They could have reduced their production 
either in July or in December, when the consumption is at a minimum, and pre- 
ventel the overproduction of stock, and in that respect very largely improved their 
condition. If they had gone on in that way, I think we should have reached a time 
when they could nave had the additional relief of exporting American tin plate. I 
think that while some of the individual mills were poorly managed, some of them 
were very well managed, and I think if the truth were known, a good many have 
made money in bad times. Others did not; probably on account of conditions and 
lack of management, through want of knowledge on the subject, and they could not 
survive. It was the survival of the fittest. 

PERSONAL SUPERVISION NEEDED POB MOST EPPKTE.NT MANAGEMENT. 

Q. Do you believe a large aggregation of mills, a large number of them at different 
places in the country, can do work under one head as economically as individual 
owners could operate them, looking directly after their own business instead of em¬ 
ploying help?—A. 1 can only give my opinion, and that is that a reasonable mill, 
reasonable m capacityj operating in one place, can be certainly managed lietter and 
at a lower cost per unit of production than a series of mills that are scattered. The 
only saving in a large number of mills is in the smaller executive cost. But I think 
that IS very much neutralized by want of proper superintendence; and tin plate is 
an article that should be watched very carefully, and requires personal supervision. 
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We often feel ourselves as if we ought to have a supe^ntgndent to watch our super¬ 
intendent;' not that there is any necessity for it, but it is an article that goes thro^h 
so many processes before it is really boxM up, that it should be watched very care¬ 
fully. I do not see how that can be done by visiting suprintendents. The Ameri- 
can Tin Plate Company themselves are business men and conduct this enterprise for 
business purpo^; and they are adopting that principle in dismantling outmde mills 
and concentrating their prMuct. 

SAVINGS OF CROSS FREIGHTS—NO DISCBIMINATICN. 

Q. (By Mr. A. L. Harris.) Does the large combination get any advantage in 
freight rates?—A. None whatever. There are no advantages to be obtained in freight 
rates at all, on account of their size. Oh, no; none whatever. They have an ad* 
vantaw in being able to ship from the nearest mill to the constimer; that is ail. 

Q. (By Mr. Phillips.) There is not a great deal of difference, you consider, by 
entering others’ markets and cross shipping, where they would naturally, when com¬ 
bined, ship from the dearest point?—A. Oh, the American Tin Plate Company must 
save a considerable amount over the practice of the individual mills in that respect. 
They deliver from their most convenient mill. 

Q. But they lose, prhaps, you think, in efficiency of management as much or more 
than they make?—A. I have no right individually to make any reflection on the man- 
agtment. I did not intend that. I merely said that in my opinion central mills could 
be managed more efficiently than a series of mills, and especially in the tin-plate busi¬ 
ness, because tin is an article that requires much care if you want to make it right. 

(Testimony closed.) 


1 See Mr. Griffiths, p. 900. 
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Washington, D. C., October 17, 1899. 

TE8TIM0HT OF HR. WUIUH E. REIS, 

President of the National Steel Company. 

The eommiseion met at 1.35, Mr. Clarke presiding. At 1.45 Mr. Clarke introduced 
Mr. William E. Reis, of Chicago, Ill., president of the National Steel Company, who, 
being first duly sworn, testified as follows: 

Q. (By Mr. Jenks.) Will you be kind enough to give your name and address?— 
A. W. E. Reis, Chicago. 

NATIONAL STEEL COMPANY—STOCK BOOKS—TRANSFER AGENTS. 

Q. You are the jiresident of the National Steel Company?—A. I am. 

Q. When was this company organized?—A. February, 1899. 

Q. Under the laws of what State?—A. New Jersey. 

Q. Can you give us any regulation that you yourselves made with reference to the 
keeping of the stock books and transfer books, and to the degree of accessibility that 
should be given them?—A. I can give you a copy of the resolution passed by the 
stockholders. 

Q. Will you be kind enough to read it?—A. (Reading:) 

[Extract from the minutes of the stockholders’ hiat meetiiiR of the National Steel Company.] 

“Ordered, (1) That incompliance with the laws of the State of New Jersey, this 
corporation have and continuously maintain a principal office and place of business 
within the State of New Jersey, and have an agent at all times in chai^ thereof, 
upon whom process against this corporation may be served, and therein keep the 
stock books and transfer books for the inaction of all who are authorized to see 
the same and for the transfer of stock. That the books in which the transfers of 
stock shall be registered, and the books containing the names, addresses, and numbCT 
of shares, respectively, of the shareholders, shall be at all times during the usual hours 
of business open to the examination of every stockholder at said principal office. 

“Tliat the name of this corporation be at all times conspicuously displayed at the 
entrance of its principal office in this State. 

“And be it further ordered, until this resolution be duly lescinded, 

“(2) That such office and place of business be in and at the office of the New 
Jersey Registration and Trust Company, No. 625 Main street. East Orange, N. J., and 
that this company be reristered with the said trust company. 

“(3). That the New Jersey Registration and Trust Company, being by statute 
authorized to act in New Jersey as the agent of corporations, be, and hereby is, 
amwinted the agent of this co^ration in charge of said principal oflSce, and upon 
whom legal process against this corporation may be served within tlie State of New 
Jersey, and also the transfer agent of the stock of this company.” 

Q. Does this New Jersev R^istration and Trust Company still remain your New 
Jersey agent?—A. It does' 

Q. And has this resolution been lived up to strictly with reference to the keeping 
of the liooks there continuously?—A. So far as I know, yes. 

, Q. Has the National Steel Comrany any other transfer office?—A. We have a reg¬ 
istrar in Chicago and one in New York. 

Q. What is the transfer agent in Chicago; also the one in New York?— A. The 
Merehants’ Loan and Trust Company in Chicago and the Guaranty Trust Company 
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CAPITALIZATION—PRSFERKED STOCK AT PAS* COMMON AS BONDS. 

Q. Will you tell us what the capitalization of the National Steel Company is?— 
A. Fifty-nine million dollars. 

Q. And how it is dfvided?—A. Twenty-seven of preferred and 32 of common. 

Q. Will you explain to us briefly the general method of organization of the National 
Steel Company?—A. I do not know that I can; it came to me after it was organized; 
I was not one of the organizers. 

Q. You are not one of those who got into it first?—A. I came into it, but I did not 
create it. 

Q. Were you one of the original members; that is to say, was your plant one of 
those that went in?—A. We put the plant in, but I had personally nothing to do with 
the preliminaries prior to the organization of the company. 

Q. So far as your own plant was concerned, you can perhttps tell us the general 
arrangements that were made with reference to your coming in; for example, did 
you give an option oij your plant for cash?—A. Yes. 

Q. For a certain amount. And then how did you understand that the preferred 
stock was to go?—A. We gave an option in this way; we gave an option for cash 
with the privilege to take all cash, or part cash and part, stock, or all stock at our 
option. We exercised the option at the completion of the company and took all 
stock. 

Q. At what rates was the stock taken?—A. We took 1 share of preferred stock 
for each $100 of cash, and with each share of preferred stock we got 1 share of com¬ 
mon; so we got a share each of preferred and common for each $100 of value. 

Q. The cash value that was given was estimated, when you agreed to sell, on the 
basis of what that plant would be worth as put into an organization of that kind?— 
A. Well, we put it in at the same price we were offered for it by another commny. 

Q. How long before had this offer been made by another company?—A. Thirty 
days. 

Q. (By Mr. Farqdhab.) Where was this plant?—A. New Castle, Pa. 

Q. (ByMr. Jknks.) What is the name of this company?—A. The Shenango Valiev 
Steel Company. 

NATURE OF PRODUCTS—SELL TO ANYBODY WHO WANTS TO BUY. 

Q. Will you explain to us briefly what the nature of your business is in the 
National Stwl Company—what your product is and your raw material?—A. What 
we produce? 

Q. Yes.—A. Our products are^teel billets and slabs, 4-inch and larger billets, small 
billets, sheet and tin-plate slabs or bars, as we call them. We do not go to the con¬ 
sumer with any of our product at all. 

Q. To whom do you sell?—A. The American Tin Plate Company and other finish¬ 
ers of material who go to the consumer with the finished product. We do not sell 
anything in the finided shape. 

Q. f5o far as your material is concerned, have you sold any to tin-plate companies 
besides the American?—A. We sell to anybody who wants to buy. 

Q. Have you sold to anylxxly since your organization besides the American Tin 
Plate Company?—A. Yes, we have. 

Q. Could you mention one?—A. We are shipping bars to Cincinnati now. 

ORE—MINES—BOATS. 

Q. Are you yourselves the owners of the mines where you get your raw material?— 
A. Partially. . 

Q. Would you explain a little more in detail as to the nature of your raw material, 
what proportioi of it you produce yourselves and what proportion you buy?—A. 
Well, ijased on the coming year, our requirements of Lake Superior ore will be about 
3,000,000 tone. With our present equipment we expect to produce about 1,260,000 
or perhaps 1,400,000 tons from our own mines. The balance of that we expect to 
purchase on contract. 

Q. Do you own your own ships for transporting ore?—A. We own 9 boats, yes. 

Q. Ito you own any railroads or any inland transportation?—A. No; we do not own 
any railroads; only narrow-range local roads around the works. 

Q. (By Mr. FARquiiAR.) What mines are they?—A. The Chapin Mining Com¬ 
pany in Iron Mountain, Michigan, and the Winthrop mine in Marquette County, at 
Ishpeming. 

Q. How long have you been the owners of the Chapin mine?—A. Sixty days 
probably; very recently; we have been negotiating for it since last fall a year ago. 
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Q. You say you have your own transportation line on the lakes?—A. We have 9 
boats, which will carry about a million tons of ore; a little short of carrying our 
own products. 

STBKL WORKS AND FURNACES—COST OF FURNACES—WORKING CAPITAL. 

Q. (By Mr. Jenks.) How many plants have you in your company?—A. Six, I 
believe. It depends altogether on what you call a plant; we have 6 steel works and 
we have 16 furnaces. 

Q. (By Mr. Jenks.) Where are your steel works?—A. Newcastle, Youngstown, 
Sharon, Mingo Junction, Bellaire, and Columbus. 

Q. What is the average output of one of your moderate-sized plants ?—A. Well, 
our total output I could give you. We are proilucing about 6,000 tons of steel per day. 

Q. What 18 the output of your largest?—A. About 1,800 tons. 

Q. Can you give us an estimate as to the cost of building one with an output of, 
say, 1,000 tons?—A. I do not think I could. 

Q. A general estimate along the line you heard with reference to the tin-plate 
plants?—A. In the first place, I do not think you could build one in 3 years, any¬ 
way. We can not get the material. We are building 3 new blast furnaces; I can 
give you a rough idea of what that would be. 

Q. Yes.—A. We used to have a table that 100 tons’ production, I think, would 
cost $100,000. That was a rough way of getting at it. That would go 3 years ago. 
That is, 600 tons of pig iron a day would cost $600,000. 

Q. That was your estimate?—A. That is just a rough way of getting at it. It is 
like building a house—the result is always a little more. We are building 3 to-day, 
and I think every one of them will cost us 3 times that. 

Q. Where are the added elements of cost in the last 3 years?—A. Increased cost 
of machinery and stnicture and labor. 

Q. Added cost all along the line?—A. All along the line. 

t). Gan you give an estimate as to the relative amount of ninning capital that is 
nsiuireil in a large steel plant as compared with the cost of the plant itself?-A. Oh, 
f think it would require at least 50 per cent for the working capital. 

Q. With 50 per eent of the value of the plant itself for running capital you would 
operate it easily?—A. You understand, of course, the nature of the businew. The 
ore has all to lie brought down during the ojien season of navigation; it requires con¬ 
siderable money to freight it and store it. 

the coursk of prices. 

Q. Can you give us an account of the general course of prices of your product, we 
will say, for the last 3 years?—A. I think so, approximatelv. 

Q. If you have the data at hand you may go back a little earlier.—A. I can give 
you the data compiled by the iron and steel ^ople. I haye here the Annual Statistical 
Report for 1898 of the American Iron and Steel Association of Philadelphia. 

Q. (By Mr. Jenks.) That gives the data that I have asked for with reference to the 
course of prices back for how many years?—A. It runs back to 1891. 

Q. You will give us some figures with reference to the last 3 years, and be kind 
enough to let us have this book?—A. Yes. Bessemer pig iron in 1894—these are 
prices at Pittsburg—averaged about $11.38; 1895, $12.72; 1896, $12.14; 1897, $10.13; 
1898, $10.33. The present advance commenced in December, 1898, and continued 
moderate through January and February, and then became very radical. 

Q. And the price now is—?—A. The price now is $22.50 to $23. 

Q. To what do you ascrilic this very great increase in prices?—A. Not enough to 
go around, I guess. Why, in the last two years our ex|X)rts, as you all know, have 
lieen very heavy, and we were completely cleaned up of all surplus material in the 
iron and steel line. Our own consumption increaseil naturally, and we discovered a 
shortage, and the fear that there would not be enough to go around probably advanced 
prices a good deal. 

Q. Are you also working on contracts that have been made some months ahead, or 
do these market prices represent the prices you are getting?—A. These are the market 
prices of pig iron. We are not sellers of pig iron at all; we use our own and buy 
quite largely. 

Q. Now, with reference to the prices of your own finished product of steel billets, 
what has been the course of prices there?—A. Upward. 

Q. Can you give it to us in general terms?—A. The corresponding price of hillets 
in 1894 was $16.58; 1896, $18.48; 1896, $18.83; 1897, $16.08, and 1898, $16.31, at 
Pittsburg. 

83a-60 
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Q. And then the average last year, the price?—A. fhat is 1898; but since January 
of this year the aiivanco has l)een rapid. 

Q. So that the price is now?—A. Price is anywhere from 134 to $38. I saw some 
quotations in the paj)er up to $44; that is imaginary, though, I think. 

MARKET UrOTATIONS, $31; ACTIIAI, DELIVERIES, $21. 

Q. Now, these are the market quotations. Are you yourselves selling generally 
upon market quotations, or are you working on contracts, so that your real income 
from these sources is considerably less than this?—A. Well, our average price is very 
materially less thari that. From the nature of our business, we have got to carry a 
good deaf of tonna^ ahead. We have got 700,000 tons of steel on our books still to 
Ix) delivered; so that the idea that the manufacturer is getting all this advance that 
is reported every day in the paptirs is simply erroneous. •* 

Q. Perhaiis you would like to develop that somewhat further with reference to the 
differences between the price that the manufacturer is getting and the quoted price?— 
A. I think the average price wo received for one hundreil and some thousand tons 
shipped in August was $21 and some cents, while the market quotations in the papers 
were for the same time anywhere from $31 to $^. 

Q. (By Mr. Keknedy.) I should like to ask if you are getting contracts now with 
these market quotations upon which you manufacture and deliver in the future?—A. 
We areas far as we can in the future. We are selling material every day, and we 
expect our average selling price to advance materially each month as we get away 
from the old business. 

Q. What was the average quotation in July and August?—A. You mean our quo¬ 
tations to customers? 

Q. Yes, and the market quotations, too?—A. Well, I do not know as I can give 
you that; I should judge somewhere about $34. 

Q. Your quotation or the market price?—A. Our price. 

Q. And the market price?—A. Well, I do not know what you would call the mar¬ 
ket price. As to trade-paper prices, if somebody’s necessities are urgent, as I see in 
Pittsbuig occasionally, and he buys a carload at $44, that is heralded all over the 
country as the price of material, wliich it is not. 

Q. (By Mr. Farquhae.^ That extreme price is not an indication of the real price?— 
A. None, whatever. 

Q. (By Mr. Jenks.) But I understood that you, yourselves, were selling in July 
and August at about $34? A. Thirty-four dollars; in that neighborhooil. 

wages—T ifK AMAUIAMATEI) AS.SO(TATION. 

Q. Will you make some statement, please, with reference to the course of wages 
in your industry for the last 3 years; that is, before your organization was effected 
and since that time?—A. Well, our wages are adjusteil the 1st of July of each year, 
running a year. 

Q. By the Amalgamated Association?—A. For the skilled labor—not all Amal|^- 
mated, no; our common labor and mechanics are adjusteil when occasion requires it. 
There was an adyance in January; I think another one in March, and another one 
in June; so that the labor has had three advances—the unskilled labor—since Jan¬ 
uary. We adjusted the scale the 1st of July, running until July of next year—in 
some cases an advance of 15 per cent, and in others 20 per cent. 

Q. (By Mr. Kennedy.) Most of your skilled workmen are members of the Amal¬ 
gamated Association, are they not?—A. No; I judge we are about evenly divided on 
that. 

Q. In making the scale with the Amalgamated Association, do the uilbrganized 
workers in the same department in the different works get the wages that are allowed 
to the Amalgamateil men?—A. Steel works are different from tin-plate and puddling 
mills. There the rate is uniform. There are no two steel works that pay the same 
rate per ton, owing to local conditions and different jiroductions. 

Q. The sliding scale of the Amalgamated Association would take those differences 
into consideration?—A. They give more allowance to a more modem mill than they 
do to an old mill, if you have increased mechanical appliances and increased tonna^. 

Q. What I want to know is, are the unorganized workers given the benefit of the 
arrangement you make with the Amalgamated Associiation?—A. Relatively, yes; the 
men not in the Amalgamated Association get relatively the same wages that the 
Amal^mated men do. 

Q. The Amai^mated men keep up, practically, the wages for the unoiganized 
men?—A. Practically, yes. 
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ADVANTAQKS OF CONSOUDATION—CHIEFLY OETTIKfl MINES. 

Q. (By Mr. Jenes.) What advantages do you get from the consolidation of these 
different plants under one management? What are the special advantages that come 
from consolidation?—A. The ability to strengthen our position and the acquisition 
of ore property and coal property. 

Q. You say that is siibstantially the only advantage?—A. That is the greatest 
advantage. 

Q. You get more capital to handle, so that you can secure your coal and your ore 
at much better rates?—A. And we are put in tetter condition to compete with our 
competitors. We are only producers of ateut 18 jicr cent of the steel that is made. 
We have some pretty strong competitors, and we had to equip ourselves as well as 
we could for that business. 

Q. Do you have miy opportunity for making any large saving through specialira- 
tion of the work m different plants, or through freight rates that come from shipping 
from a nearer transportation point?—A. W'e avoid cross freights; that is all 

Q. There is a considerable saving there?—A. Yes. 

Q. Is there any saving that comes in the manufacture itself, the process of manu- 
factjire, that you get through consolidation?-A. 1 think not. 

Q. (By Mr. FARQunAR.) As to the acjiuisition of your mines in northern Michigan, 
do you regard it as a positive necessity in your business to possess the raw materid?— 
A. Absolutely so; yes. 

Q. Are you much advantageil in the owning of your own mines there and your 
own transportation?—A. We think so. We have control of our own supply to that 
extent. 


TARIFF ON BILLETS, BARS, AND SHEETS (T’TH NO FIGURE. 


Q. (% Mr. Jenks.) tVill you give us your opinion with reference to the effect of 
the tariff on the steel industry?—A. Well, we have not seen much effect one way or 
the other for the last 8 or 10 years. 

Q. A re you exporters of steel now?—A. No, we never have been. We are making 
material that has been largely exported, but that was tefore the National was formed. 

(I. Mould you say, then, that at the present time, so faf as your judgment goes, 

there is no need for a tariff on iron and steel and you see no effect from it at dl?_ 

A. Not to us individually. 

Q. On the industry as a whole?—A. There are different branches, and I am only 
speaking for one branch, billets, bars, and sheet; but I should say that in our partic¬ 
ular branch I do not see that the tariff cuts any figure one way or the otlier 

Q. There is no need for a tariff on that?—A. I slioiild say not. 

Q. (By Mr. Kennedy.) There is no need to have a tariff on that portion of your 
products that enter into the manufacturing of tin?—A. Of course we are affected l>y 
anything that affects that industry, but for us individually we do not need any tariff. 
^it should be taken off the tin industry we should be affecte<i with others. 

Ci. ho that indirectly you need tht^ benetit of the tariff?— A. Yes, indirectly. I say 
^ business they need the tariff; but we indivifiually do not. 
f \ * billets used in 

tin plate/—A. We do not need any on shiel billets, because there are none imported, 

. CI'ARKb.) Suppose there should be a large accumulation of the stock 

01 “rnets in Europe or any other country and the owner should need to realize and 
put tnose billets on the market at a sacrifice price, would the tariff lie of any advan- 
tage te you then?—A. Well, in the first place, we do not make our material ahead of 
u We do not pile it up like tin plate or nails. 

they not been known to do it on the other side?—A. Not to my knowl¬ 
edge. All of It IS made on specifications. 


relations between national .steel, AMERICAN TIN PLATE, AND AMERICAN STEEL HOOP. 

^'■•.J®nks.) What relations exist tetweon the National Steel Company 
existing Mwe^iwCompany?—A. Friendly. There are no official relations 

in,?’ j ^ business conditions between the two as regards buying and sell- 
mg rto you furnish them material to any great extent?—A. Yes. 

Aproportion of your product do they take?—A. I judge in theneigh- 

oorhote of between one-fourth and one-fifth. 

Tm ^ow many of the directors in your comiiany are directors in the 

Ain Plate Company?—A. Indeed, I could not. 
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Q. Several of them, you think?—A. Quite a number of them; they are interwoven 
with each other. 

Q. Are any of your regular officers also officers in the Tin Plate Company?—4. 
Only as to the executive committee. 

Q. V'ic-e-presidents, treasurers, etc.?—A. The treasurer of the National Steel Com¬ 
pany is also the treasurer of the Tin Plate Company. 

Q. Is he treasurer also of any other?—A. The Hoop Company. 

Q. Of the American Steel Hoop Company?—A. The American Steel Hoop Com¬ 
pany. 

Q. In your dealings with the American Tin Plate Company do you make separate 
individual contracts with them as you do with other companies that do not have sim¬ 
ilar members or directors?—A. Absolutely so. 

Q. Everything is done by means of a special contract?—jV. By general contract, 
the same form of contract in force with other people. 

Q. Are your relations with the American Steel Hoop Company of a similar nature?— 
A. Yes. 

Q. Owing to the fact that you have the same men to a considerable extent, the 
same stockholders in the different companies, your relations are rather more confi¬ 
dential than with others?—A. We ho]^ so; that is the object we have—to get a 
market for our material. 

Q. As regards the management of the companies, they are kept entirely separate?— 
A. Absolutely. 

Q. You deal with them as separate customers?—A. Absolutely. 

Q. (By Mr. Farqchar.) Are those members or directors the main stockholders in 
your comrany; are they very large stockholders?—A. They are all large stockholders, 
so far as 1 know. You say the directors; I do not rec-all all of them. The members 
of our executive committee, which consists of 7, are all large stockholders in the 
different companies. 

Q. So they are conserving their own interests in lieing on the <lirectorate?—A. Yes. 
MANY .MORE STOCKIIOLOERS THAN BEFORE CONSOLIDATION—WORKMAN STOCKHOLDERS. 

Q. (By Mr. Jenks.) Can you tell about how many stockholders you have?—A. 
Well, I saw the list at the last dividend in Septembtir; I think about 1,100; between 
1,000 and 1,100. 

Q. How does that number compare, if you have any means of knowing at all, with 
the number of stockholders in these different concerns before they were combined?— 
A. Oh, well- 

Q. (Interrupting.) Larger or smaller?—A. One hundred to one, probably. 

Q. Very much larger?—A. Oh, yes; the other corporations were close corporations 
before; they were small in number. 

Q. To your kiiowleilge are there any goodly numlier of workingmen that took 
stock in the National Steel Company; any who are working for you?—A. Individ- 
uallv I do not know of a goodly number; I know of individual employees who are 
stockholders. 

NO STRIKES—ALL SKILLED LABOR O.N AN ANNUAL SCALE. 

Q. Have you had any troubles with your employees that have resulted in strikes?— 
A. No. 

Q. You have these r^ular arrangements with most of your workingmen with 
reference to scales of prices running through some months or through a year?—A. 
With skilled labor. You will remember that our skilled labor is all controlled by 
the annual scale. 

Q. (By Mr. KbnnedyA You said that only about half of them are controlled by 
the Amalgamated?—A. By the Amalgamated, but we give the other mills a scale at 
the same time. 


STOCK ON THE MAKKEr—DIVIDENDS. 

Q. (jBy Mr. FarquhabA Have you any idea how much of your stock is on the 
New York market?—A. There is just about one-third of the preferred. 

Q. One-third of the preferred?—A. Yes, that is my recollection, on the 80th of 
September. 

Q. How much of the common?—A. That I did not see, as we have never paid a 
dividend on the common. I did not go over the stockholders’ list. 

Q. What is the latest quotation of the preferred stock in New York?—A. About 
95 or 96. 

Q. Is there any quotation for common that you recollect?—A. 60 to 
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Q, How much variation have you had in your figures for the last three months on 
stocks?—A. 98i I think was the highest for preferred and 94 the lowest; I think 65, 
probably, and 50, on the common. 

Q. How often have you declared dividends?—A. Quarterly. 

Q. You have paid, then, three dividends?—A. Two. 

Q. What was the dividend?—A. One and three-fourths per cent; 7 per cent cumu¬ 
lative stock. 

THE ODD $5,000,000. 

Q. Between your preferred and your common there seems to be a difference of 
$5,000,000?—A. Yes. 

Q. As it was issued share by share, what became of that $5,000,000 in making up 
your acTOunt?—A. I know where it went in the accounts, but where the $5,000,000 
went I do not know anything about; that was before my day. 

Q. Have you a general idea as to what the $5,000,000 was for?—A. Oh, I suppose, 
general expenses; that covers a multitude. 

Q. If it is a fair question, was there such a thing as iiromotion in your com¬ 
pany?—A. I do not know how you use the term promotion. Mr. Moore was instru¬ 
mental in bringing these different interests together. 

Q. (By Mr. Jenks.) Was he acting at the instance of the different manufacturers 
that api)roached him and asked him to see if he could arrange the matter for them?— 
A. I could not say; I did not ask him. I do not know what the rest may have 
done. 

Q. (By Mr. Kennedy.) Was the promoter paid in common stock?-A. Indeed, I 
can not say. No, I was not conversant with the conditions at that time. 

Q. Well, you know by public rumor what the promoter was paid?—A. Thegeneral 
supposition is that the difference between the preferred and common stock is used in 
the promotion of the scheme. That is the ordinary common helief. 

Q. The difference in the value of the stock or what?—A. The difference in the 
iasue. 

Q. Oh, the difference in issue; $5,000,000, then?—A. Yes. 

Q. What is the present market value of your common stock?—A. About 60 or 51. 

Q. That would be $2,500,000, then?—A. If he sold it. You can not tell what he 
did with it, if he got it. 


EAUNINOS—DIVIDENDS ON COMMON. 

Q. (By Mr. Farqdhab.) Does that Ij per cent quarterly dividend represent the 
amount of your profits?—A. That is, up to this time? 

Q. Yes.—A. No, it does not; our profits have lieen in excess of our dividends. 

Q. Has that extra profit gone into betteruients or in what form is it?—A. Well, 
we are making improvements. 

Q. What is the working capital that you set aside?—A. About $8,000,000. 

Q. That entered largely into the acquisition of these mines and transportation 
proiicrties, did it not?—A. Some of it; yes. 

Q. (By Mr. Kennedy.) Is there any prospect of paying dividends on the common 
stock?—A. We have hopes. 

Q. Can you say anything about the eaniings of the common stock that would give 
the public an idea of whahthe prospect is—what the hopes are?—A. Why, we have 
not published any statement of our earnings. 

Q. Can you offer any statement in regard to the earnings of the common stock?— 
A. 1 could; 1 don’t know whether I should like to; I know what we are earning. 

Q. Well, I shall not press you. I will just ask you if you will make the state 
ment?—A. Well, I had rather not have the publicity given to it. 

Q. All right. 


E.XTENT AND VALUE OP ORE LANDS. 

Q; (By Mr. Clarke.) What is the extent, the number of acres of your mineral 
lamls?-A. The Winthrop property embraces 160 acres in fee. 

Q. And the other?—A. The Chapin Mining Company has a lease, I think, of five 
forties, on which we pay a royalty. 

Q. ^th produce the same quality of ore?—A. No. 

, Q- those properties extensively developed?—A. There has been taken from 
'^h®pin property—we shall ship this season about 900,000 tons of ore. 

. w' How many years has it been worked?—A. I think the total shipments from 
■sf *’9®“ about 7,000,01X1. It lias been through two or three hands, and 

lule at times during the depression. 
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Q. How much more do you estimate there is there?—A. We have in sight, with¬ 
out going below our feet, about 6,000,000 tons. We know, as near as we can know 
anything under ground, that it is there. 

Q. How much do you estimate there is in the other?—A. Well, it is so much that 
we never estimated it. 

Q. What do you consider the money value of these mineral lands?—A. That 
would depend on conditions in the ore business. They are, perhaps, to-day worth 
200 per cent more than they were a year ago to-day. 

Q. Have you a supply for your works for the next 2.5 years?—A. Well, I should 
hate to even venture an opinion on that. 

Q. Which do you consider the more valuable, the material properties that you own 
or the ojiportunities that you possess to do business?—A. Well, to-day I think the 
opportunity is worth more than the other; combined, they are both of them verj 
valuable. The opisjrtunity to do business a year ago was not worth as much as it is 
now. 


KAIHIRES IN IKON MININO. 

Q. (By Mr. Farqch.ah.) Is it not a fact that there have been a great many failures 
in the iron mines there, in northern Michigan and Minnesota?—A. That is the rule 
and not the exception. 

Q. There have ta'cn some of the largest failures, have there not, in this whole 
country up in that section?—A. Yes; you go back to the Gogebic, the first develop¬ 
ment there, and it almost bankrupted the country. 

Q. And many of those' mines for years have Ix’on run at a loss?—A. Yes. 

Q. (By Mr. Clarkb.) Why was that; do you know?—A. Why they were run at a 
loss? 

Q. Yes.—A. Well, the extreme competition foralimited amonntof business doing, 
low prices prevailing, Bessemer pig iron from the two valleys, $10 in Pittsburg. 

Q. (By Mr. Farquiiar.) Was there not also an important development of new 
minesthere?—A. ThedevelopmentoftheMesaba region coming into competition with 
the Gogebic and the Ishpeming and Marquette regions, the SIcsaba proposition being 
simply a steam-shovel proposition in its early history, putting ore on the cars for 10 
cents a ton. 

Q. (By Mr. Ci.aeke.) When those properties failed, was that at the time when we 
were importing a great deal of iron and steel into this country from abroad?—A. No. 

Q. When did they fail?—A. During the depression and low prices. 

Q. Can you name the year?—A. From I(?92; 1893, 1894, 1895; it has liecn contin¬ 
uous right along since 1892. 

Q. Ihiring the general depression of industry in this country, then?—A. Yes. 
strcctcral kteei,. 

Q. Has there been a very large increa.se in the demand for structural iron and steel 
in this country within the la.st 2 years?—A. Very large. 

Q. Have wooden bridges pretty generally given place to steel bridges?—A. Yes. 

Q. Is that true in regard to frames of buildings in cities?—A. The larger office 
buildings, yes. 

Q. Does not that demand greatly increase the business of the various steel com¬ 
panies?—A. That branch of the industry- takes a great deal of our tonnage. 

Q. And to that class of business is largely due the atlvance in the price of the 
product?—A. Unquestionably so. 

Q. Is thatspecial demand likely, in your judgment, to continue and increase?—A. 
I should say yes, emphatically. “ 

Q. Then, in your judgment, it ailds largely above nonnal conditions that existed 
a few years ago to the value of steel properties?—A. Yes. 

OUTPUT NOT INCREASED—PAY ROLI. INCREASED, BUT PARTIALLY FOB CONSTRUCTION. 

Q. (By Mr. Jenks.) Has the output of the National Steel Company for the last 
year exceeded materially the output of the several plants the year before?—A. We 
have only been in operation since February or the 1st of March. I should think 
not; they were all operated full before the combination and they have all run full 
since. 

Q. About the output of this last year compared with the preceding 2 years, has it 
increased materially?—A. They have all been moderately successful concerns; they 
have all run full. 

Q. Regularly for the last few years?—A. Yes. 
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Q. As to the number of workingmen, is it substantialiy the same as before the 
organization and as it has been for the past 2 or years?—A. A iittle more; our pay 
rolls show more men to-day than we had in March. Of course, that is due partially 
to the fact that we are on considerable construction. Wo proi»bly have 1,800 more 
men to-day than we had in March. 

Q. About how many men are you employing?—A. About 8,000 at the steel works; 
that does not go into the ore country or the <Mal country. _ 

Q. The pay roll lias increased more in proportion than the number of men taken 
on?—A. Yes. 

ir>LB FITRNACK8—NONE IDLE NOW. 

Q. (Mr. Kennedy.) I should like to ask if a large number of pig-iron furnaces have 
not closed down in different parts of Pennsylvania in the last .5 or 6 years?—A. 
Quite a number; yes. 

Q. (iiiite a number in eastern Pennsylvania, particularly?-A. They have suffered 
the most. There have been quite a luimlxT in western Pennsylvania in the Shcnango 
Valley; (piite a numlicr of what we call antiquated plants—not modern—unable to 
live through the prices prevailing in 1896, 1897, and 1898. They have all started 
up now. 

Q. All started up now, you say?—A. As far a.s I know. I do not know of an idle 
stack east or west. 

Q. Have not some of them moved away from the localities where they were oper¬ 
ated 5 or 6 years ago?—A. When a furnace closes down there is not much to move. 

Q. The business is moved?—A. They can revive it again, such as it is; but they 
can only live through these high prices. 

Q. Did the combinations have anything to do with the closing?—A. Nothing what¬ 
ever. There is no combination in pig iron. 

Q. The combination in your trade would not have any influence on them?—A. 
None whatever. We are buyers of pig iron largely. 

18 pan CENT OF HEasHMEK .STEEL—COMPETITORS. 

Q- (By Mr. FAnqrnAB.) How many great combinations, great corporations, are 
there in your line of business in this eountry?—A. The Carnegie Steel Company, the 
Federal Steel Company, the I’ennsylvania Steel Company, the Maryland, Jones & 
laiughlins Steel Company, Wheeling Steel and Iron Company, Lora'me Steel Com- 
jiany. These are the principal large ones. We are not a trust as you generally 
hear the word used. 

Q. I w ant to know just the line of competition in your business.—A. As I remarked, 
we produce ])robably 18 per cent of the Bessemer steel. We are not a monopoly as I 
understand the term. 

PUUDLINO A TUINO OF THE PA.ST IN PENNSYLVANIA—SOUTHERN WAGES. 


Q. (By Mr. Kennedy.) Are a number of men formerly in the iron and steel indus¬ 
try in Pennsylvania now in the Alabama fields?-A. Quite a number of iron wmrkers, 
puddlers, have gone south. Puddling is practically a thing of the past in Pennsyl¬ 
vania. 

Q. Can you say what the wages are in the Alabama Held as compared with that 
part of the country?—A. The Amalgamated Association controls the Alabama mills 
as well as the Pennsylvania mills. 

Q. You are not disailvantaged by cheap labor in that industry in the South?— 
A. Not in the mills; no. 
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WAsitiNciTON, I). C., October 17, 1899, 

TESTIMOKY OF ME. CHAELES S. OETHEIE, 

Prcmient of the Amerimn Sled llooj) ('omjxiny. 

The commission met on Tuesday, Octolx*r 17,1899, Senator Mallory presiding; Mr. 
Charles S. Guthrie appeared, and after being duly sworn, testified as follows: 

Q. (By Mr. Jenk.s.) You may state your full name.—A. Charles S. Guthrie. 

(J. Residence?—A. Pittsburg, Pa., and New York. 

AMERICAN STEEL IKMJE COMPANY—OROANIZATION—CAPITALIZATION, 

Q. You are president of the American Steel Hoop Company?—A. lam. 

Q. In what State is this company oiganized? —A. New Jersey. 

Q. Will you explain to us what provisions, if any, have been made by the com¬ 
pany with reference to keeping its registration ollice?—A. The questions asked Mr. 
Reiswouldpractically coverthesameasregardsour company. The ruleis practii«lly 
the same with ns. 

Q. What is the amount of your capital stock?—A. ?14,000,000 preferred and 
$19,000,000 common. 

y. Is the general plan of your organization sulistantially that of the American 
Tin Plate CJompany and the National Steel Company?—A. Substantially the .same 
in every resiiect. 

Q. (By Mr. F.AHqi'HAK.) The authorized capital is how much?—A. $33,000,000. 

PKOin'CTS. 

Q. (By Mr. Jenks.) Will you explain to us the nature of your product? How does it 
differ from that of the National Steel Company?—A. Wo manufacture everything in 
the line of light iron and steel hoops, bands, cotton ties, bars, rounds, half-rounds— 
everything in that line that goes into the manufacture of hinges and general hard¬ 
ware, liarrels, etc.—all rolleit on very high speed rolls. We get alt the raw material 
from the large producers, like the National Steel Company, with the exception qf 
the little open hearth we make ourselves. 

SAVINGS OF TONSOLIDATION. 

Q . Can you tell us what espciual advantapies come in your line of business from 
having a lar^ organization and the combination of a number of different plants 
instead of individual plants?—A. There are so many I can hardly give them all. In 
the first place, we have very great advantages in manufacturing. We make in the 
neighborhood of 85 to 90 dinerent sizes, which necessitates frequent changes of rolls. 
If we give a mill 1,000 tons of one size, there is an economy of $1 to $1.80 aton. We 
t™ ttot tell the exact figures, but we do know the saving is very great along that line. 
Mide from that, there is great economy in having all the management in one office; 
me economy goes throtwh every department and every mill from one end to the other. 
Then we have the benefit of the good work of one mill to compare with that of another. 
If one mill makes 12-inch stuff, 10 or 9-inch stuff, different sizes, and gets out 60 tons and 
another 40, we can say to the one that got out 40, “ What is the trouble, this other mill 
gets out Wl” We have an absolute check on the tonnage from the beginning to the 
end on all the mills, and in that way we think we have accomplished a great deal of 
saving. In another direction we have savings in freight by preventing shipments 
from crossing each other. We ship from the null nearest the consumer. For instance, 
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we ship from Youngstown west to Cincinnati; from Pittsburg and the Eastern mills 
we ship east or south. We gain great advantages from this consolidation which we 
can not tell until the end of the year. We are figuring this thing out, and at the 
end of the year shall know absolutely what each ton costs to make and what the sav¬ 
ing.” arc relatively to the other plants. We have more or less of those data. 

Q. What is the date of the organization?—A. The 17th of April. 

tj. It has often been suggested that from a combination of this kind there would 
bo disadvantages, because, it is said, profits are secure, and the different superin¬ 
tendents woul(l liocome carelcas and not do their work so efficiently and thoroughly 
aj if acting solely upon their own responsibility?—A. I do not think that is so at all. 
With our company I am sure it is not so. We aim in every department to get active 
young men. Their record is compared with that of the other men, and it is really a 
merit system. .Vnd the man whose mill does the best work ^ill be jiaid and pro- 
moteil accordingly. 

PLANTS—TUB OLDER MEK DEOP OUT. 

Q. How many plants have you?—A. Nine. 

Q. (By Mr. Fakqpuar.) VVhere?—A. Cnion Iron and Steel Company, at Youngs¬ 
town. They have mill.” at Girard and Warren as w’ell as Young-stown. The Kim¬ 
berly Company mill.”, at Sharon and Greenville, Pa.; J. Painter Sons & Co. mills, at 
Pittsburg; William Clark Sons & Co., at Pittsburg; Moneasen Steel Company, 
Moneasen, Pa.; Lindsay & McCutcheon, Allegheny; Portage Iron Companv, Dun- 
cansville, Pa.; Pomeroy Iron and Steel Company, at Pomeroy, Ohio; the 'Isabella 
Furnace Comjiany, in Pennsylvania. And we have coke works in Blair County 
which ladong to the furnace property. 

Q. Tbesearedifferent companies that came together a.” your organization?—,4. Yes. 

Q. (By Jlr. ,Ie.\-ks.) Have you kept in the different establishinenta substantially 
the same men as sujierintendents?—A. Sulistantially so. In the organization of this 
coinjiany a gnat many of the older men <lro|i|)ed out, and we retained the young 
men familiar with the business and tried to pick out the talent in the companies. 

.MISCEI.LA.NEOrS K.VPENSES (IBEATLV LESSE.N'ED. 

Q. In onler to check up these establishments one with the other you have frequent 
reports?—A. Every day; the tonnage from each mill. We are working on a cost 
system, which 1 hope w ill be as complete as can possibly be had to check the ton¬ 
nage of each mill. In July or August we kept a very close account of the cost per 
ton, distributed over our'product, of our fi.Ked charge.”; that i.s, officers’ salaries, 
traveling expenses of agents selling—everything outside of lalxir; office rents, every¬ 
thing of that kind; and we got it down to 40 cents a ton. The selling charges alone 
of any company, as far as I can get it, have never been less than 50 cents, and usually 
they figure $1 to sell material. 

Q. &fore the organization?—A. Yes; and now we have our charges down to 40 
cents a ton, based on 70,000 tons a month. That includes everything outside of 
dividends, of course. 

Q. Since your company was organized have you shut down any plants?—A. None; 
we are running everything full. 

THE COURSE OE PRidES. 

Q. What has been tne course of prices in your product?—A. They have advanced 
very materially; advanced gradually with the prices of raw material. When the 
company was organizetl we were getting $1.40 base. 

Q. W'nat do you mean by liase?—A. That was the base price for certain sizea 

Q. What size do you take for base?—A. It depends on what you are making. It 
varies for bar iron and steel and everything of that kind. 1 could not give yon that 
without the figures; that is the basis of all prices. Above that we have what we call 
extras; that is, for small sizes. We run into wire gauge-;-about 20 gauge. Ofcoumi 
we get higher prices for rolling very light material. It is rolled out into long strips, 
and we have to get more for it. We have a regular card for extras. When the com¬ 
pany was organized, steel was in the neighborhood of $18 and $19; you have heard 
what the gentlemen say the price is to-3ay. It varies anywhere from $34 to $38. 
Our selling price to-day is $2.15 for iron, and $1.40 was the price at the organization 
of the company. Our price to-day for hoops or bands is $2.50; that is, $60 a ton. 
The price of raw material is $34 to $38, so you see we have not advanced our price 
relatively as high as raw material. 


WAGE*. 

Q. (By Mr. Fabqithar.) What has been the course of wages?—A. Key have 
advanced all along the line in everv deoartment from 15 to 25.Der cent^^ 
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Q. Are you working mostly union men?—A, About one-half. 

Q. You make with your men a r^ular annual agreement?—A, A regular annual 
agreement. About half of our men belong to the Amalgamated Assouation. The 
Pitteburg mills are nonunion mills. We pay them practically the same wages as the 
Amalgamated men. We make individual contracts with these men. It has been so 
for a number of years and before the organization. The men are satisfied. 

Q. (By Mr. Kennedy.) Do the meinlxjrs of the Amalgamated Association very 
largely control the fixing of their wages in your mills?—A. It is a matter of negotia¬ 
tion every year. We get together on the best basis we can. For instance, the pud¬ 
dled iron, bar iron, and that sort of thing is based on the sale card. As the selling 
price advances, the price of labor advances. It is figured out on the tonnage and 
the average selling price of our product. If we get an advance, the men get an 
advance. It is the same as the Tin Plate Company. 

Q. Do you have a committee of conference?—A. We meet the Amalgamated Asso¬ 
ciation and get toother and fix a scale of wi^cs for the year. 

Q. That scale of wages applies to unorganized men?—A. No; it does not, because 
conditions are different. 

Q. I mean the skilled workers ?—A. The conditions are different in every mill. 
We have special machinery in some of the mills. The Amalgamatt-d Association 
recognizes that fact. We pay some salaries. One of our head rollers at Youngstown 
gets a salary whether the mill runs or not. 

Q. You say, other things being t*qual, you pay some men leas than you do others 
for the same work?—A. No; I doiPt think so. It is distributed. For instance, a 
roller in the Amalgamaterl Association gets more than the men in our mills that are 
nonunion, but some of the other men in the nonunion mills get more. It makes 
the average praidically the same; we have divided the question so as to equalize 
wages in the mills. 

t). Does not the (onference with the Amalgamated men generally settle the scale 
of wages?—A. Practically so. 

t). So when you are conferring with the Amalgamated men you are fixing a scale 
(if wages for them and those outside of the Amalgamated Association?—A. That is 
practically the case. 

Q. They are doing a work for the unorganized men?—A. In a sense that is so. 

COtU.I) NOT COMCISTK WITH ENGLISHMEN IN OAI.VKSTON, BUT FOR THE TARIKE. 

Cl. (By Mr. Jenes.) Can you give an opinion as to the effect of the tariff in your 
special line of business?—A. I can give you my opinion. I think it is very material. 
We ship our product from one end of the United States to the other. We ship to 
Maine and San Francisco, Seattle and Galveston. We go from one port to the other 
with cotton ties, bands, everything of that kind. We have a rate of freight which 
IS higher from Pittsburg to the ocean points than the Englishman can send the stuff 
for. He can ship for 4, 6, 8 shillings a ton to Galveston, Charleston, or any of these 
ports, and on r freight from Pittsburg is heavier by the railroad than the freight across 
the water. Now, if w^e had iiotany tariff it would mean that we should have to meet 
that price; that any time England had a surplus and wanted to dump it in America— 
my idea is that the English and German manufacturers invariably make a dumping 
ground of America when they are slack of work; they distribute their fixed charge 
over a full tonnage; they get their profit out of the home trade and dump their surplus 
into America, and that affects the workmen. If we have to meet that competition— 
we can manufacture more cheaply than anywhere else in the world if it comes to 
certain conditions, but w'e could not reach out over all this country and compete with 
the foreigner in certain ways if we had not a tariff. We should have to take it out 
of the labor or shut up. While it does not directly affect the National Steel Com- 
docs affect us, and what affects us affects them. We consume their stuff and 
the Tin Plate Company does the same. We want to take a leaf out of the book of the 
(lem'an and the Englishman, and we want to send stuff abroad. Wearenow export¬ 
ing at present prices, but that is due to the world-wide demand; prices are hiih on 
tile other side. 


EXPORTS NO SIGN THAT PROTECTION IS NOT NEEDED. 

Q. You spoke of the fact that you are exporting now in spite of the great demand 
assumed that when an industry is exporting it does not need any 
tariff for protection.—A. That iserroneous in every way. I think thesteel business has 
snown mat. The Carnegie Steel Company were practically the pioneers in exporting 
”** * doing it to make a market. They started largely in 1893. They 

wanted gold and could not get it. Everything was shut up and they came to us—I 
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was in Naylor & Co. at the time—and we were exMrters aiid importers of steel, and 
we sold it on the other side. They proposed to sell for 20 per cent less than it sold for 
at home, lower than their cost price; and it was done to keep things moving and bring 
gold back to this country. 

EXPORT PRICES NEARLY THE SAME AS DOMESTIC. 

As regards the products which you are exporting now) how do the export 
prices compare with the prices here ?—A. At the present time we can not export 
unless we cut the market. A year ago we were exporting quite freely; and we ex¬ 
pect to ret back to a time when we shall export ten times what we do to-day. 

Q. Vt^en you were exporting considerably, how did the export prices compare 
with the prices here?—A. Nearly the same. ,» 

Q. Haven’t you found it ailvisable to do the same thing you complain of, put out 
your surplus abroail at a lower rate?—A. We expect to. 

Q. So that you want'to make a dumping ground of England, do you not; a dump¬ 
ing ground for yourselves?—A. Not especially Gennany and England, but their 
colonies. We do not care parlicularlv to go to (Jerniany and England; we have 
other places. We want our shipping lines to put us on an equality. If we can get 
rates to the ocean and have our own ships to South America and across to England 
and the continent, we can go anywhere, and even if wo have to sell at cost we keep 
the mills and the men bu^ ami the country gets the benefit of the policy. Prices 
are now high in America, England, and Germany; it seems to be a world-wide de¬ 
mand ; they are just as busy as we are. 

CONSOLIDATION IIKLI-S K-XPORTS. 

Q. Is there any relation between this matter of export trade and the making of a 
great organization such as yours compared with the smaller individual companies?— 
A. By having an organization such as we have we are able to employ agents all over 
the world and go to the expense of pioneering for business as a smaller concern could 
not. They could not afford with a tonnage ot 10,000 a month to send a man abroad, 
but with 60,000 or 70,000 tons a month we can send men all over the world and 
make money by doing it; it is perfectly clear. 

CAN COMPETE W’lTIT ENGLISHMEN IN ENGLAND. 

Q. (By Mr. Farqijhar.) How do you manage to undersell the Englishman in the 
English market?—A. Cut his prices, usually. 

Q. You must certainly have a saWng and better machinery or advantage in out¬ 
put?—A. Thegreat advantage is the raw material. England’s coal price is $4.50 and 
coke $5.50; our coal is $1.50 at Pittsburg, our ore costs less, and transportation rates 
on the lakes are lower than anywhere else in the world. Just now is an exceptional 
time, and the demand is ahead of the supply. 

Q. In ordinary times you can keep up American wages and beat the Englishman 
in his own market?—A. Without the slightest doubt; we can whip him and make 
money. ' 

Q. When you take the general run, you think Americans are able to compete with 
the English and Germans in their own market?—A. Without the slightest doubt, and 
make a profit. 

Q. (By Mr. Jenks.) You can lay down steel rails, for instance, in China cheaper 
than an English or Belgian or Gennan firm?—A. We are doing it right along. 

Q. (By Mr. Farqbhar.) And build bridges in Egypt, I suppose?—A. 'Yes, and 
everything else. The truth of the matter is, the Creator of all things has been good 
to us. We have the raw material, the coal, the coke, the ability, the intelligence, 
and we are pushing it for all it is worth; and I think it is only a question of time, 
and a very wort time, when we shall control the iron and steel markets of the world. 
I have one partner over there in the Northeastern Steel Company and another with 
Dorman, Long & Company, and they have absolutely given up the idea of competing 
with us if it comes to a close fight. 

CLOSE RELATIO.NS WITH STEEL-MAKINQ COMPANIES. 

Q. Is it not one of the real strong incentives you have, to make these great aggre- 

g itions of capital?—A. One of the strongest and most talked about You gentleiMU 
ave all asked the question about the directors of these A»mpanies, the American pn 
Plate (iompany, the Hoop Company, and the National Steel Company. We think 
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we have pretty pod directors. We think we have gotten the ability of all the steel 
compamee, the best men, men of intelligence, men wno understand the business; and 
we all get togetlier and consult about these matters, and we can do a great many 
things we could not do in any other way. 

Q. (By Mr. Jbnks.) You consider that a decided advantage, having these relations 
existing between these different lines?—A. Decidedly so. If we want to buy steel 
we go to the National and talk with them. “ We have an inquiry for 10,000 tons of 
hoops from Germpy—we have sent quite a number there—we must have a certain 
price for this business, some of our mills are practically idle; we want to run the 
mills and you want a large tonnage.” Mr. Keis will say, “ What do you want in our 
line? We will make the price and you go ahead.” That is where the advantage 
comes in. 

Q. So, having these relations as to directorship, by explaining the circumstances 
you are placed in you get a special rate from the National Steel Company?—A. Yea, 
and 1 think individual concerns can do so. They have gotten this from the National. 
They want tonnage. They want to run their mills full. Their idea is to put out a 
big tonnage and manufacture at the lowest cost price. 

Q. By having the same directorate you have more freedom?—A. Yes, though our 
relationship with Carnegie is very close, and frequently wo buy a great deal of steel 
from Carn^e. 

HOME .MARKET. 

Q. (By Mr. Clahke.) As to the economy in production, is there not a great aovan- 
tage in having an assured home market?—A. Oh, yes; no doubt about it. 

Q. (By Mr. Farquhar.) Unless you control the home market you could not com¬ 
pete in foreign markets?—A. I think not; we should have a hard time of it; our 
home market is the best of all, and always will be. 

PROMOTION. 

Q. (By Mr. Kennedy.) Who promoted this combination of which you are presi- 
dent?—A. It was handled by Judge Moore. 

Q. Do you know how Judge Moore was compensated for this work?—A. I presume 
in the same way as he was compensated in other cases. 

Q. Five million dollars divided between common and preferred stock?—A. I do 
not know that Judge Moore got $5,000,000. 

Q. You say you presume as in other cases. Do you know in what way that was?— 
A. 1 do not. Manufacturers, as a rule, recognized the point and Judge Moore has 
not had to go to them; they have come to him; he has had a happy faculty of organ¬ 
izing these companies so that the public believe in them. 

t). You do not have to go to the public, they come to you?—A. It has been so all 
along the lino. 
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Washington, I). 0., Oduhn /7, IS99. 

TESTIMONY OF ME. WILLIAM H. MOOEE. 

The commission met on Tuesday, October 17, 1899, Mr. Clarke presiding. Mr. 
William H. Moore appeared at 3.30 p. m., and, being duly sworn, testified as Follows; 

Q. (By Mr. Jenks.) Will you give yournameand address?—A. William H. Moore, 
Chicago, Ill. 

BEVKKAI, CWRPOKATIONS ORGANIZED BY THE WITNESS. 

Q. You have been active, I understand, at different times in bringing together into 
one organization some of these different lines of business—acting as a promoter?—A. 
I have at different times furnished capital for a number of organizations. 

Q. Were you the promoter of these three—the American Tin Plate Company, the 
National Steel Com^ny, and the American Steel Hoop Company?—A. I organized 
them; yes. 

Q. Did you also organize somewhat earlier the Diamond Match Company and the 
National Biscuit Company?—A. I did. 

Q. About w'hat time was the Diamond Match Company organized?—A. I could not 
state the exact year; several years ago. The assets of the Diamond Match Comiiany 
in Connecticut were purchaseil and afterwards transferred to the Diamond Match Com¬ 
pany of Illinois. 

Q. Can you tell about what time that was—within a year or two?—A. At least 8 
years ago. 

Q. With reference to the National Biscuit Company, when was that company organ¬ 
ized?—A. Just before the breaking out of the war—the Spanish war; I can not give 
you the exact time. 

Q. Will you explain to us the method employed by you in oiganizing the National 
Biscuit Company?—A. The assets of the National Biscuit Company were purchased at 
an agreed price in cash; not the assets of the National Biscuit Company, but the assets 
of several biscuit companies—the New York Biscuit (,'onipany and two or three other 
companies. They were all large organizations. They were purchased for cash and put 
together under one organization. 

Q. Will you explain a little more in detail the way in which they W'crc put 
together in one organization?—A. It is coinparatividy a simple matter and yet a 
difiiciilt thing to do. At that particular time the.Be modern organizations—there 
were very few of them, and capitalists did not understand them, and, therefore, it was 
veiydiflicult—nexttoanimpossibility—togetthisorganizationthrough. Thatorgani- 
zation went through successfully, and possibly it has been easier for me to organize 
these other companies later on account of the organization of that particular com¬ 
pany. 

GENESIS os THE AMERICAN TIN PLATE COMPANY. 

Q. Was the general method followeil in the organization of that company sub¬ 
stantially the same as that followeil in the organization of these later ones?—A. 
Practically the same as you have heard here to-day. In other words—I do not wish 
to volunteer anything. 

Q. I should be very glad if you would state it in your own way; I was going to ask 
you to do so.—A. Practically the same thing applies to the American Tin Plate 
Company as to the other organizations. If I recall, there were 35 or 40 different 
plants. 

Q. In the American Tin Plate Company?—A. Largo and srnall; some owned by 
individuals and some by corporations, all or many of them having floating indebted¬ 
ness, some of them mortgages, and practically all of them a number of stockholders 
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and various interests to deal with. 1 bad orgraizedthe National Biscuit Oompitny-^ 
or while I was organizing the National Biscuit ComiMiny a committee of manubc- 
turers called on me in New York and requested me very urgently to take hold of 
the organization. At that time (they stated afterwards) they thought I was not 
very enthusiastic about it. I was very busy, and I knew it was a very difficult thihg 
to do. The result was, it was delayed 2 or 3 months. As I learned, they had paee^ 
ings at Pittsburg and possibly other places, and they came to me again. So it ran 
over a period of a year or a year and a half from the time they first called on me 
until the final organization of the company. In a nutshell, I found it necessary to 
deal with each one of the manufacturers individually and to buy their property 
on a cash basis. I«found it was going to be necessary to liave a very large amount 
of money, not only for working capitm, but also to pay each individual manufacturer, 
because they did not know me; they did not know much of the orranization. They 
were afraid they would get into some company where they irfbuld be much worse off 
than before. I finally prepared myself with the proper amount of capital to pay them 
in cash and also to filrnish the working capital for expenses. Then 1 organized the 
company, and I said to the manufacturers, “Here are so many plants—35 or 40 plants. 
I propose to pay you cash for all these plants if you want it, each or any one of them, 
and I propose to put in so much working capital.” 

Q. How much did you put into the Tin Plate Company?—A. I think it has been 
stated here. 

Q. Five millions?—A. Four and a half or five. You have it already stated in the 
testimony. 

BOUGHT AND OWNED THE PLANTS PEHSONALI.Y. 


That amount of money 1 furnished. In other words, I practically bought and 
owned the plants personally, and the manufacturers did not compensate me for 
organizing the company. In other words, I was the lawyer and the banker as well. 
I obtained money from many different sources. I borrowed large amounts of money 
myself in order to carry it through, and, as stated, there was no prospectus issued. 
I did not think it the proper thing to issue a prospectus, but it was statM in the sub¬ 
scription paper, mentioning the number of plants: “Whereas it is proposed by a syn¬ 
dicate to ormnize a company known as the American Tin P ate Company, with a 
certain number of plants”—mentioning the names of the plants—“and with so 
much capital, and for that amount of tapital the syndicate shall receive so much 
stock, which is all preferred stock”—you have heanl it here—“and also all the com¬ 
mon stock.” So it went together in one Jump sum. There was an extra amount of 
common stock over preferrw stock. You gentlemen know that it is necessary to pay 
commissions, and. the expenses run up very largely, and sometimes you are in danger 
of falling down. You will find on investi^tion that hundreds of organizations have 
fallen down in the last few months. 


COOT OF PROMOTION AND ORGANIZATION. 

Q. If I understand the plan with reference to the American Tin Plate Company, it 
was this: It was stated here that there v ere $46,000,000 of capital stock issuw alto¬ 
gether, $18,000,000 of preferred and $28,000,000 of common, in payment for all these 
plants and a certain amount of cash, and there were $10,000,0(30 extra left Do I 
understand this extra $10,000,000 would be considered the cost of promoting the 
orranization?'—A. The cost of promotion and organization. I have in mind a case 
where it was necessary to give away all the common stock and a good deal more to 
get it through. In other words, in order to organize a company of this kind you 
must prepare in advance for an amount of money sufficient to carry it through. The 
tin-plate men were anxious to have this company orranized. If I handle^ iti wanted 
it to go through; I could not afford to have it fail. Therefore I had to have sufficient 
compensation to distribute as I saw fit in obtaining money necessary to cany it 
through. The manufacturers change their minds, often at the last minute. The 
manimeturers say to you, “I do not care to have any stock in the oij^nization;” but 
at the last moment, when they find it is to be a success and the capital is there, they 
believe in its success and come in and subscribe for the stock. But you must provide 
for all of the capital you need to put it through. 

BOUGHT THE PLANTS, SOLD THE STOCK. 

^ In the ormnization of the American Tin Plate Company you had taken cash 
options on all uese plants; so, practically, you had bought all of them for cash?—A. 
Yes. 


> See Mr. Held. p. 866; Mr. Griffiths, p; 911. 
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Q. Then you had also this $46,000,000 worth of stock for sale, and it was in your 
power to allot that stock to the different manufacturers as you thought best?—A. 
Yes. At the last moment, when they saw it was going to be a success, they wanted 
the stock which had been provided for the capitalists. In other words, the capital 
had Iteen gotten together and was ready and waiting; the manufacturers saw it was 
going to be a success, and then they wanted a large amount of stock themselves. 

<h You held this practically in your own hands so that you could allot it as seemed 
to you wisest and best?—A. Yes; I owned it. 

Q. (By Mr. Farquhar.) At any time did any manufacturer know the option of 
any other manufacturer?— A. Not if I could keep it from him. 

Q. So there was no opportunity for comparisons?—A. It was a business transac¬ 
tion. Each manufacturer imagines his plant is better located, better than his neigh¬ 
bor’s; ho knows it is; he has no doubt about it. 

Q. Did you have in some cases, to gain the manufacturer, possibly, to give him a 
little more concession than the figures showed?—A. I do not rememlwr alwuit that. 

I started the company and put it through and made it a success, and they would 
not think much of me if I had not. The point in the organiaition is this; It had to 
tw organized on such a basis that the manufacturers would believe in it and take the 
stock. If I had not organized it on that basis they would not have believed in it. If 
they believed in it the capitalists would believe in it. 

ALL HAVE MADE MONEY. 

.So in all these companies I have organized the stock has sold in round nnmlters, 
Ihc two stocks together, common and preferred, at from 40 to ,o0 or 60 per cent pre¬ 
mium, and sometimes even higher, within a reasonable, length ol time. So the prac¬ 
tical operation has been that the labor by reason of the advance in wages—there has 
been an advance, as you have heard from the testimony here to-day—and the capi¬ 
talists and the manufacturers have all made money, and are all satisfied. That is, I 
say all in the general acceptation of the term. 

Q. (By Mr. Jenks.) In des<Tihing the method you have followed here, you have 
■staled that you owned all these plants. This was your company; you had its stock 
i(]i- sale, and sold it as you thought l)est The suggestion has l)een made here that 
I Ills $10,000,000 of common stock was to be for tbe purpose ot promotion. As I 
understand the matter, technically it was this; You had $46,000,000 of stock iti your 
hands to dispose of?—A. The whole matter was at my disposal. 

tj. You had to take, yourself, the risks; you had to pay, yourself, all expenses of 
lawyer’s fees, registry fees, commissions—as you suggest, everything necessary?— 
A. Yes; and I had to go to the bank and borrow two or three million dollars person¬ 
ally, in some of these cases, and take my own chances of carrying it through. 

Q. You, as promoter, took all the risks and the manufacturer none?—A. Yes. I 
have not gone to the bank in the usual acceptance of the term to put it through— 
bankers have been suhscribers; the employees of these various companies also. The 
manager would come to me and say, John Jones wants to get a hundred or two hun¬ 
dred dollars’ subscription, and invariably, even if it was scarce, I would arrange it so 
he w'ould have it. So I should say a laige percentage of the employees have made 
money, more money than they ever made Itefore, by reason of the organization of the 
company. In many of the individual companies they were not allowed to be inter¬ 
ested at all. 

FREE OF DEBT—NO MORTGAGE WITHOUT CONSENT OF TWO-THIRDS OF THE FREFERRED. 

These various companies more or less owed money to the banks, and on account of 
the different conditions you could not expect them to go into a combination and ask 
them to take stock, because they had to have the money to pay off indebtedness. 
Tin; result has been the indebtedness of these various constituent companies has lieen 
paid off. 

Q. In eveiy case yon bought it free; offered a certain amount of cash for the plant 
debt free?—A. There may he some particular instance of a mortgage which could 
not be removed, but whenever it could be removeil it was removed. It came to the 
public as a clean proposition, and I have especially provided in the charter that the 
company could not be mortgaged without the consent of two-thirds of the preferred 
shareholders. 

Q. Is there any limit of time with reference to that?-A. No; it was a permanent 
arrangement in the charter, so that the directors can not run the company into debt 
and mortgage the property. 

83a -til 
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CAN NOT TELL WHAT HE PAID FOB THE PLANTS. 

Q. (By Mr. Kennedy.) Can you .say what the value of all these plants was as 
turned in to you?—A. I could not. 

Q. I mean the value fixed on them?—A. I could not tell that; no. It would 
require quite a memory to go over the various plants. 

Q. What would have hajqiened if at the la.«t moment all (.hese manufacturers had 
insisted on cash instead of stock for their plants?—A. They would have gotten it. 

Q. The cash was there lor them?—A. It would hav(? been there. Of course it all 
has to bo done simultaneously. The capitalist does not want to put in his money 
unless he knows the plant is going in, and the capitalist relies on me to see that it is 
going through right. 

Q. (By Mr. .Ienks.) There was a general understanding among the manufacturers 
that went into the American Tin Plah^ organization that the cost of the plants plus 
the cash capital furnished amounted to substantially $36,000,000?—A. I do not know 
about that. They were talking originally about compensating me with a certain 
amount of slock, but I could not handle it that way. I hael to buy the properties and 
own them, and handle it as I saw lit. When I got the company orgamzeil, 1 put the 
liest talent in the tin-plate business into the company. And on that account it is 
worth a great deal more money, ami if you were to take out the talent—in other 
words, put it this way; 1 believe that the talent and the good will of the tin-plate 
busineas—the trade—is worth as much as the plants themaelve.s. In other words, 
in other lines of business I have in mind the good will is worth several times as much 
as the assets—one notable one, the Lipton Company, where £700,000 of assets are 
selling on the basis of X.'),000,000. 

Q. In purchasing these plants from the manufacturers- A. (Interrupting.) At 

least let me correct that; I was so told by an English gentleman but a few days ago; 
he said he had to do with it. 

Q. In buying these planks from the different manufacturers you took all of the 
options as cash options?—A. Yes. 

Q. Ko that the value that the manufacturer put on that plant, if you agreed with 
him, includixl the value of the plant itself, as it stood; included the good will that 
went with the business, and included, I suppose, any contracts that he had?—A. 
Ye.s; there were certain contra(;t.s that he had, ami then each manufai'turer was .'sit¬ 
uated differently. Some had real e.state in large cities, and there was no rule of three 
by which you could go. Yoti had to be governed by circumstance.s. 

Q. Btit then the option, the cash option, really included everything?—A. Really 
included everything; there may be some (-xi^ptions, that a tnanufaidurer wanteil 
some stock and put it in himself, in the way of stock, in case the comjiany was 
organized. 

Q. The general statement that has bix'n made here to-day, as I understand it, 2 
or 3 times, is that the 18 million of preferred stock and 18 million of common 
stock represented substantially—that is, the 18 million of preferre<l stock'represented 
substantially in round muubers—the values of the plants, the amount paid for the 
plants. Do you agree with that?—A. I can not say; it may not be exactly. 

Q. I did not say exactly; I say substantially.—A. I would not even go to that 
extent, substantially. That I do not know’. 1 simply know that 1 owiieil these plants 
and presented this plan to the manufacturers. There were so many ])lants to go in 
at so much money. “Now, do you want any stock of this company which 1 own? 
the lapital is thus and so,” and he wanted the stock, because he could get, within 
30 or TO days, 40 or 60 or 60 points better. 

SELECTED THE OFFICERS. 

He knew before—of course he did not Know exactly, hut he knew toward the close 
that certain people would 1 m; in the management; I studiously had to avoid that, be¬ 
cause each manufacturer wanted to lie the president of the (tompany—not eviwy one 
of them, but quite a number of them—and vice-president, or in the executive com¬ 
mittee; that all had to be kept quiet until toward the close. Then they discovered 
that I had selected the very best talent in the tin-plate business. 

Q. You yourself selected the first Imard of directors?—A. I did arbitrarily. Iliad 
to do it for the protection of the capitalist as well as the manufacturer. 

Q. When it came to the payment for these plants, did you quite generally give the 
manufacturers the opportunity of taking, instead of cash, 1 share of prefcrreil and 1 
share of common?—A. That was the general rule. 
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ACTUAL AND RBPUTBD CONNECTION WITH OTHER COMPANIB8. 

Q. Have you orj^anized other corn panics bosidofl these 5 that have been mentioned, 
the Tin Plate, National Steel, and others?—A. The Union Bag and Paiwr Company. 

Q. Anv others?—A. I have had applications to org-anize hundreds of others, froin 
tin* inarsnes of Maine to the Pacific coast. 

Q. These are the only ones tliat you have carried through?—A, These are the only 
ones that J have carried through. 

Q. Is the plan of tlie organization of the Union Bag and Pa|>er Company subshiii- 
tially the same as these others?—A. Yes; practtically the same. 

Q. Is your plan of promoting them the same?—A. Yes. 

q. In any one of these last cascM have you called in banks and bankers to under¬ 
write the stock?—A. There has been no underwriting, wbat is technically known as 
imderwriting, in any of these. Bankers an<i capitalists all over llie country, after it 
was known T had made a success ot this organization, appliial by wire, letter, and 
telegram to subsiTibe for the capital stock. 

Ch If they have done so, they have subscribed for capital stock the same as any 
iwivate individual would have done?—A. Yes; lean not say that ban kei-s and brokers 
have not lH*en allowed cornmissionH in some instances. I can ni»t say about that. 

Q. (By Mr. Kennedy.) Have you had anything to do with the bicycle combina¬ 
tion?—A. I did not. 

Q, I understood you had, that is the reason I ask.—A. I have been accused of Ixung 
connected with quite a number of propertiCvS that I have not been. 

NOT OVERCAPITALIZED, FOR $100 PREFERRED + $100 COMMON SELLS FOR MORE TRAN $100. 

Q- (By Mr. Faroutiar.) There is a public impression that tlu'so companies arcf capi¬ 
talized far beyond their worth; any of th(^ companies you have mentioned to-day.—A. 
That is erroneous, from the fact that in tlu^ companies that I havt^ mentioned— 
take 11 h^ two stocks togetluT—everybody knows what they are getting when tlu*y get 
coiinnon stock; they knmv they are not getting anything that represents assets. Take 
the two stocks together, and they have always sold—there might be depressed and 
])aiiick}' times, or something of that kind—they liave aKvays sold at a very large 
])rcminm. That is why they stand ho well with the bankers, trust conij)anies and 
.societies, and private individuals, that are pretty rapidly absorbing the preferred 
sto( ks of these companies. 

t). When you were organizing these (companies did any of the parti(*H to the organ¬ 
ization know the anionntto be set aside for you as promoter?—A. There was no 
amount set aside for me jus promoter. That (juestion is freipu'ntly a-^ked, “What <!(► 
you (diarge to put these organizations together?” My reply wa'^, “ I will not charge 
yon anything; 1 will buy your ])roperties and formnhite a plan, and if you do not 
want to go into tlun new plan you can take cash. That is the only way I can do, and 
1 must organize them on the basis that yon are a maiuifacturer, and that you believe 
in the organization, assuming that you nave the right management, and the capital¬ 
ists relv upon nu^ to put in the right managers. 

(y '/hen, practically, you as founder or promoter made your own raai^in?—A. T 
made my own margin. I owned the properties, an<l I made my own profit in my 
own way, which apparently uj> to the present time has been satisfactory to every- 
bo<ly. It is a very difiicuU thing to organize these compani(*s. It is a very dilhcult 
thing to get caj)ital to go into these companies, and tlie publii^ is discriminating 
hetween the good and the bad. It wouhl l)e impossiblci to pnt anything now to the 
public wdiicli was not A No. 1, first (;lass. The public know it right away. 

(2. Are there organizations of this diameter, organize<l by other parties, that are 
nothing but stock-jobbing concerns?—A. That I can not say. 

Q. I mean from your general knowledge?—A. 1 should not like to talk about any¬ 
body (dse’s business. 

Q. Without naming anyone, liavc! you any knowledge that there are really organ¬ 
izations of tliis character that are nothing but stock-jobbing concerns?—A. I have 
not any personal knowledge; 1 merely know of rumor, newspaper talk, the same 
as you do, exactly, and no other w^ay. 

REASON TOR organizing IN NEW JERSEY—NEW JERSEY 18 THE BEST PLACE. 

Q. Is there any particular reason why all of your companies should be organized 
in New Jersey?—A. I think there is. 

(h Will you state them, if you please?—A. Yes; for the New Jersey law is very 
much better for the organization of these companies, very much better. 
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WE HHOtll.D rOPY THE ENaLISH LAW. 

Nearly all of those laws of the different States contain some objectionable feature. 
My idea is that by and by legislation in this conntrjr will be practically the same as 
in England. Their laws were very severe a long time ago in England against any 
larg<; <»ml)ination or corporation. They were all reijealed, and now you can oiwn- 
ize a corporation and do almost anything which is legitimate, and the securities of the 
industrial corporations are selling on the I/>ndon Exchange, London market, on a 
basis of 3 or 4 per cent. Capitalists have said to me frequently in this country, “We 
do not know where we are going to put our money. We only get 2J or 3 per cent on 
a bond, whereas tbi'se pn'ferred stoc.ksof the better organized companies, where they 
do not owe anything, we get on a basis of 7 per cent, and we do not know why it 
doesn’t stand as well as a bond.” Some of the most conservative men of this country 
are arguing that way, and there are some men and some women of minor means, 
whose incomes are small, that naturally are enabled to have a larger income by being 
able to buy preferred .stock in these companies. 

Q. But when you draw a comparison between English law and American do you 
not take into account that you have only one kingdom to deal with there and one 
lawmaking power and one suiiervision, whereas you have all the corporation laws of 
45 States to deal with, with no national control?—A. We have 45 States, but we only 
incor[X)rate under the laws of one State, and we have a right to sell goods in any 
State of the Union. 

EACH STATE SHOCLD PROTECT ITS OWN CORPORATIONS. 

Q. You spoke as if the law of New Jersey was more litieral than that of any other 
State of the Union for these organizations. Is it fair that the State of Now Jersey 
should give an incorporation with more liberal features and poasibly le.s.« safeguards 
than the State of Illinois, and that New .Tersey could do Illinois business?—A. 1 
think not; I think the Illinois law, until recently, the past 3 or 4 years, ha-s Ix'cn 
very similar for organization. 

Q. Well, the State of New York?—A. I do not know very much alxiut the State of 
New York. All companies look more or less to what the taxation will be, whether 
it is reasonable or unreasonable. I do not think it is fair for different States to tax 
the,S(3 companies and drive them out of the State, and drive them into the State of 
New Jersey. I think the State is working against its own interests. 

Q. But is not there such a thing in law and justice as a comity between States, so 
that one State ought not to perndt an unjustly formed corporation, or one willi 
greater powers and mon: powers to issue stock and sell stock than it can have under 
its own laws? Is it not a right that a State ought to have, the protection of its own 
corimrations?—A. I think each State ought to prote(4 its own corporations. 1 think 
they will do so more and more as they understand these organizations and the situa¬ 
tion they arc in; the same a-s railroads. 

NEED OF CORPORATE OP.OANIZATION. 

My idea is that if it were possible to dissolvV! all the industrial oiganizations we 
should have the greatest panic this country has ever known. There is the strongcsl 
kind of a demand all over the country, in almost every line of business, to organize, 
and the trouble is they do not know how. It takes time; it takes erlncation; and 1 
think, incidentally, this commission is doing the right kind of work; it educates the 
people and they will understand it Iietter. 

Q. Do you see any difficulty in the future, the same as overcame a gteat many of 
the English companies under the limited copartnerships or incorporations of years 
ago,that may come out of the issuing of stock under the Now Jersey law that is not 
covered by any value in the assets or the business?—A. I do not see any difficulty; I 
think the New Jersey law is a fair law. I think many provisions of the New Jersey 
law will be adopted by legislatures in other. States. The trouble is they do not 
understand the New Jersey law. 

Q. Is there any more lilierty in the laws of West Virginia than in the laws of New 
Jersey?—A. I think there is; yes. 

Q. And where you have more liberty you have less safeguards?—A. Yes; perhap.s 
it Incomes fashionable to go to New Jersey to organize, and there is a laree amouni 
of capital, as is well known, in New York, and the New York capitalists like to have 
companies organized under the laws of New Jersey. Ordinanly, being a Western 
man, I would rather have an organization in the Statp of Illinois; but there has been 
a good deal of persecution of corporations in Illinois, which makes it unpleasant at 
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times. I do not think there is as much there now. My experience is that the labor¬ 
ing man in all corporations I know anything atxrat favor them; I mean intelligent 
laboring men. We can afford to pay them lat^r wages. As an illustration, this 1 in- 
plahi business. If it had run along the way it was, as you heard in the testiniony of 
Mr. Eeid, several of these tin-plate companies would have gone into bankruptcy. 1 
know, because I paid them the money to clean up their indebtedness. 

A NATIONAI, COBPOKATION LAW NOT UESIKABLE. 

Q. Do you think it would bo an advantage to have a national law for incorporations 
wbicb would give sujiervision over all the States?— A. 1 think not. I think this is 
all going to regulate itself; I think it will legislate itself—the law of supply and 
demand. There can not be a monopoly in this country. 

CONSOLIDATION TENDS TO REDUCE lUtlUES. 

Q. You do not think that this large capitalized association of .50 millions can arbi¬ 
trarily make prices for the consumer?—A. I think not. I think the tendency is 
toward very much lower prices. In fact, corporations that I know of that have been 
niniiing for a long time—for instance, the Diamond Match Company; matches are 
sold at constantly reduced prices each year. Of course, the company could not do it 
in tlu! first pliwc, because the plants were not in proper shape and proper condition. 
They are getting in new machinery and improving their plant, comparing the cost of 
one factory with the I'ost of another, and in that way they have reduced the cost of 
production; and in that way the prices have been reduced to the consumer. It has 
got to be so with all of these companies; the companies can not live uiileas they do 
business on that basis. All of these companies have got to ])ut their plants in projier 
slia|ie to meet the severest kind of competition, and if they can not get a fair, reason¬ 
able price for their product they can not afford to pay a fair price for labor. 

IC OT'IIEH STATES MADE LAWS AS LIBERAL, WOULD NEW JERSEY COKTOKATIONS OO 

TO TnE.M? 

(J. (By Mr. Kennedy.) You say that you think the New Jersey law is very liberal, 
anil that the other States will follow in the wake of New Jersey in this matter?—A. I 
think the New Jersey law is not only liberal, hut fair. 

(). You think that the other States will follow, eventually?—A. Adopt many of its 
provisions. 

(?. AHsiiining that nearly all the industries have combined and have been incor¬ 
porated titider the laws of the State of New Jersey, then other States model their 
legislation upon this New Jersey law. What would be the effect; would those cor- 
jioratiotis give up tlnur orgatiization in the State of New Jersey atid go to other 
States?—A. That would lie a difficult question to answer; it is frequently done, but 
I can not answtw that. 

Q. What do you believe would lx; the result?—A. You mean if all the business in 
the cotiittry organized under the laws of New Jersey? 

Yes; it is rapidly being organized under the laws of these three States—New 
Jersey, Delaware, and West Virginia. Now, it is probable that within a very short 
time, within a few years if it goes on as it has been going on, all industries will beorgan- 
izisl and incorporated under the laws of one of these States. Then, if the other States, 
Illinois, for instance, should enact legislation the same as those States, would Illinois 
be a[it to gilt any of these corporations?—A. I think before that is done the other 
.States wiil change their laws. I tliink the State of Illinois is inclined to lie a little 
more liberal now; for instance, the gas companies were attacked Sf'riously for a few 
years, and finally the legislature passed a law legalizing the incorporation of this pas 
company, so that a person investing in the stock should be sure lie had sometlung 
safe and secure. 

t). Is it your idea, if there were a dozen different States in the Union with laws 
as favorable as these of New Jersey are, that the American Tin Plate Company and 
the Mteel Hoop Company would continue as New Jersey corporations?— A. Proba¬ 
bly in the case of these particular companies, yes; liecause it is necessary for them 
to get together and consult more frequently, and as tliey have already been incorpo¬ 
rated under these laws they probably would not be changed, those particular com- 
paniea. It might be different with reference to other companies. That is, as long as 
the State of New Jersey treats the companies fairly. 

Q. Well, these corporations are great sources of revenue to the State of New Jersey 
are they not?—A. No doubt they are. I do not know exactly what they do, but I 
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lUKlerstaiid some portion of it goes to the improvement of roadsj schools, etc.; and 
tile law.s in tlie State of Delaware are somewhat similar, in competition with the State 
of New .lersey. 

Q. And if the other States jiarticipate in this rich revenue, they will have to be 
pretty lively with their legislation, will they not?—A. I think so, sir. I think the 
tendency is more liberal; I do not mean lilKirality which does not mean protection 
to the shareholders. In every well-oiganized company the stockholders are alloweil 
to see the books, and there is no reason why they should not see the books, and prac¬ 
tically see what is going on. It is only some shareholder who holds a few shares that 
wants to make ♦rouble. 

AS .MUCH WATER I.N .MASSAeilllHETTS COMPANIES AS IN OTHEItS. 

Q. (By Mr. FARQuitAn.) On account of the anti-stock-watQring laws of Massachu¬ 
setts t here is not much likelihood of any of these companies going there?—A. I think 
they have as much water in .Ma.ssachusetts companies as in any others. 

(j. Have they not got some pretty strict laws in the State of Massachusetts as to 
watering stock?—A. They have, apparently so. 1 think the water is there just the 
same. 

. ENGLISH CORPORATION LAW. 

Q. (Bv Mr. .Tenks.) I understood you to say that you thought that as time went 
on we should gradually approach nearer the system of the English law. In what 
particulars do you think English corporation law is superior to that of New Jer¬ 
sey?—A. Well, I do not know that it is. I’erhaps the New Jersey law is somewhat 
on the lines of the Engli.sh law; and as a gentleman said to me not very long ago, a 
man well versed in law: “If my son was going to be a lawyer I would advise him to 
go to England and study for a year, Ix'cause English laws, with reference to corpo¬ 
rations, are going to be the laws of this country.” 

Q. Can you designate any si>eciat particulars' in which you think the English laws 
are superior?—A. 1 can not. I do not know whether this cute very much figure or 
not, so far as the prai'tical operation of the corporations is concerned, or as far as the 
public is concerned, but under the English laws, just before the annual meeting, a 
jirinted copy of the con<lition of the company is sent, I think, to I'ach stockliolder, 
and then after thi.s statement Mr. Jones retires and offers himself for reelection a.s a 
director. I do not know' w hether this is of much benefit or not, but each of tlu'se 
coniiianies must make a .“tatement to the stockholdei's before each annual meeting. 
The general impression is that in the org.wuzing of these large companies there is a 
great concentration of power. On the other hand, it is a distribution of power; and 
instead of a few ])ersons owning these various comiianies, the stock is widely dis¬ 
tributed.' 

DESIRABII.ITY OK PCULICITY. 

Q. Would you favor a greater degrixi of publicity with reference to the condition 
of these companies, such as you im[»ly there is under the English law?—A. I do not 
know that youneed any more publicity than that the company should present a state¬ 
ment to the annual meeting; ami, as I understand, it is reciuired by the New Jersey 
law—a full statement of the affairs of the company. 

Q. (By Mr. Cl. J. Harris.) Does it have to be a sworn statement, or is there any 
sifeguard taken that that statement should be correct? What I am trying to get at 
is, can not the corporations that are so dis]X)sed present more or le.ss of a doctored 
statement?—A. They cau; it diKS not make any difference what the laws are. 

NO FEAR OF ADVERSE LEGISLATION. 

Q. Do you apprehend any trouble from the fact that you are incorporated in 1 Hlate 
and are doing laisiiiess in 45 other States?—A. I do not. We have the right to do il 
under laws of Congress. 

Q. But suppose there are certain States, as there are, that pass legislation ailversc 
to these national comiianies?—A. That exists now. We are doing business in those 
States now. They want our products ami they have to have them. 

Q. Might not that style of legislation become rather dangerous and burdensome 
after a wnile?—A. It might lie, yes; but that will all regulate itself. This country is 
never going to pass legislation that drives the manufacturer out of business. 

Q. VVould not national legislation do away with that and give companies more 
security than they have tinder the present system?—A. I do not see how it would. 

Q. (By Mr. Farqchar.) Is there a lower taxation in the State of New Jersey than 


1Mr. .Stetsuii, p.OTS; “ Nimi-tunths of tho foriioriUions urc coiitrolle<l by l>oardsof directors 
which either own or absoluUily represent u larKe iimjttrity of the stock.” 
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tliom is in any other State for corporations?—A. I can not say that; I do not think 
so; Judge Dill can tell you that. My impression is we are paying a good, strong tax 
ill the State of New Jersey; that is my impression. 

tj. But the pro rata; the larger your capital the less you pay?—A. Yes. 

Q. Proportionately?—A. Yes. 

THE OLDER MEN WANT TO RETIRE. 

Q. (By Mr. C. J. Harris.) What will become of all of these men who have been 
owners of these companies, these individual owners, when they are all consolidated 
into one—under one management—what avenue is there for them?—A. That ijiies- 
tion is frequently asked me by the men who sell out—“ Wliat am I going to do”— 
and I say to them “Are you running your plant well?” “Yes, I am;” “Do yon 
imagine you could run it just as well under the organization?” “ I can.” Well, if 
he can do it, he runs it; there will he practically no change; in other words, there 
are not enough good men to go around m these organizations; that is the trouble we 
have. 

Q. (By Mr. Kenneoy.) Do you find men of middle age, or past middle age, generally 
ill control of these establishments?—A. I find in nearly every one of these estahlish’- 
incnta, the capitalists, or bankers, of middle age, or past middle age, who want to 
retire, want to leave it with the younger men, who are now running it to-day. 

t). You have eliminated the older generation and brought in new blood?—A. Who 
wished to be eliminated. 

Q. I notice the presidents are all young men now?—A. Well, you have a pretty 
good idea of what the management of these companies is from what yon have seen 
here; and the public believe in them, beiause the management is good. 

I’KEFKHKKD AND COMMON TOOKTIIUK BEAK A I'KEMIUM—WHY? 

Q. (By Mr. Clarke.) I undeintand you to say that the preferred and common stock 
of I hese companies together bore a premium?—A. Ye.s. 

(j. How, then, are they selling at less than par on the market?—A. I mean the 
two together; that is, if you wore the owner of a plant and sold it, you receivcKl a 
hundred shares of preferred aiida hundred shares of eommon, and those two together 
are selling at a premium, and have done .so, .selling at 40 to .50 points premium; take, 
if yon please, tlie preferred at 0.5 in the ease of some com|)any, and the common at .50 
amt add tlio two together and it makes a premium. In other words, if your common 
stock liad not Ixien tliere, tlie preferred stock would have bi'cii selling at that premium. 

(). What, then, is the liasia of the value of tlie surplus of the eonimon and preferred 
stock over tile eost of tivc jiropcrties .and tlie goodwill involved?—A. T can not tell 
yon that; I merely know that I had the plants and organized the companies on that 
basis, and practical men lielieve in tliem and siihseriixi to them. 

(). In vonr opinion, are anv of these companies overcapitalized, taking the pre¬ 
ferred ail’d comiiioii togetlier?—A. I think not. The iiianagemont and tlie common 
stock together will in turn lie of more value than the plants themselves. 

Q. Are you a stockholder in these companies?—A. I am. 

(). Are you a direchir or other otiicer of any of them?—A. Iain. I am one of the 
executive committee. 

(). Are you earning something on lioth classes of stock?—We liave money in 
the treasury. 

t). And are you likely to continue if tliere is a condition of general prosperity?—A. 
If tliere is a condition of general prosperity we shall eoiitinne to do .so, as miien sous 
the.railroad earnings; and the industrial companies are here to stay. 

tTestiinony closed.) 
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Washington, 1). C., 

Thursday, October 19, 1899, 

TESTIMOKY OF MB.. FRANCIS LYNBE STETSON, 

Counselor at law. 

The coinmiHslon met at 10.45 a. m., Senator Mallory presiding. Senator Mallory 
introduced the witness, Mr. Francis Lynde Stetson, of New Y(»rk City, counselor at 
Juw, who, being first duly sworn, testified as follows: 

Q. (By Mr. JENKS.) Will you give your name and address?—A. 15 Broad street, 
New Vork; Francis Lynde Stetson. 

(^. And your business?—A. Lawyer. 

Q. How long have you been practicing law?—A. I wjis admitted in May, 1869, in 
the city of New York, and have practiced there ever since. 

FEDKIUL STEEL COMPANY—GAPITAI^ORGANIZATION. 

Q. Were you familiar with the organization of the Federal Steel Company?—A. 
1 was. 

(^. At what time was it organized?—A. In September, 1898. 

(/. Will you be kind enough to explain to us the main provisions of the charter of 
the Federal Steel Company ?—A. It was intended to be 8<df-explanatory; I thought 
wo had HO made it. I can answer you any questions you desire to nsk. 

Q. If you will kindly outline some of the leading provisions of it, there may be 
some (|uestion6 in connection with it that may develop a little further on.—A. 1 am 
most wiiiine to do it, but unless my attention is directed to a particular point I 
should not know what to say. It is like a sailing master who is looking out on the 
surface of the ocean; he does not see anything unusual, but the passenger does. 

Q. (By Mr. C. J. Harris. ) Is not the amount of capital stock rather unusual for 
that industrial combination?—A. Well, perhaps it bears a closer relation to value 
than it <]id in some of them. 

<1.. (By Mr. Jknks.) What is the capital stock of the Federal Steel Company?—A. 
You will have to let me look at that memorandam. 1 go tbrougli those matters and 
tliey pass ont of my mind, and I could not tell you just what it is. [Looking at 
pa))ei. J The authorized capital of the Federal Steel Company was $100,0(X),0(X) pre¬ 
ferred and $1(X),()00,(X)0 common. 

Q. I low much of that was issued?—A. Oh, that I can not tell you, Initit wasundcr- 
stoo<i—my recollection is that $98,(X)0,000 was originally issued. I have never had 
anything to do with the Federal Steel Company—that is, since the time of organiza¬ 
tion, October, 1898, and it has entirely passed out of my mind. 

Did the Federal Steel Company itself acquire <Urectly the properties which 
are now managed, as it is supposed, under the ilircctioii of the Federal Steel Com¬ 
pany? Did they acquire the properties themselves?—A. What has been done sinctj 
I can not tell you, but at the outset it was the acquisition of tlie stock of tliree 
companies—the Minnesota Iron Company, the IlUnois Steel Company, and the Klgin, 
doliot and Eastern Railway Company. 

Q. That is, the company acquired the stock instead of accpiiring the properties?— 
A. The company acquired the stock instead of acquiring the properties. 

Q. Did it acquire the total stock of all these companies, or simply a majority of 
the stock?—A. It invited—1 do not say it invited—but the vendors invited the 
stockholders of those companies to sell their stock, it being understoo<l that not less 
than a majority would be accepted; and as a result, substantially all tlie stock of 
each of those companies came in, according to my best recollection. 

Q. To whom were those sales of stock raa<le?—A. That I can not say without 
reference to the papers, which 1 have not witli me. I had no intimation until this 
morning of what subject I was to be examined on, so I speak with some difficulty; 
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luif ujy rooollo<‘tion, my boat recolloction is tlmt the shares were deposited with the 
Colonial 'Prust Company oI'NW York for the purpose of their purcnase by a syndi¬ 
cate of wLicIi ,1. V. Moreau &. Co. were managers; and that when doposited in an 
amount exceeding a majority of each company, then J. P. Morgan & Compatiy in 
belialf of the Hymlicate exorcised the option of doUvering to the Federal Steel Corn- 
I»any the shares thus deposited. Judge Gary is here and knows better than I about 
it and will correct me if 1 am in error. 

Q. And your memory is that the shares were to bo sold substantially to this syn¬ 
dicate by the stockholders of these ditteront corporations, and that this syndicate 
tin'll was to deliver them to the Federal Stool Coinpauyt—A. No; that the stock¬ 
holders were to soli and deliver to the company upon and under an arrangemenr 
made for such sale ajid delivery by the syndicate through its managers, J. P. Morgan 
A: ('o. 1 do not think tlmt the title of the shares ever passed into the syndicate oi 
into the syndicate managers. 

Q. What was the special relation of the syndicate, then, to this deal—simply 
acting as agents?—A. Well, I slionid say that thissyndicate, under these conditions, 
isagoodde:il like tl>o ordnance bureau down here when it calls for tenders for a 
gnu. It calls for one part from one manufacturer and one part from another, and 
tiieu it assembles them. I should say on the whole that the syndicate, or any otlier 
syndicate rather, assembles and collects the properties or securities to bo trausferre<l. 

Q. And thou tninsfers them?—A. Then transfers them, or causes the transfer fo 
be made; sometiinos transfers them and sometimes causes the transfer to be made. 

Q. What was the general nature of the contract that the syndicate had with the 
Federal ISteel (’onipany with reference to this transfer?—A. I have no recollection 
of that; and if I had, I could not say. 

Q. Why?—A. Because I should consider that a matter between myself and my 
clients. 

Q. On the ground tlmt you wore counsel for them?—A. That it is not my seerel. 
They can tell if they will; that is theirs.' 

Q. I asked this qnostion to learn if you were acting as counsel?—A. Yes; I wms 
counsel for the symlicate. 

Q. As you nmlerstand it, do< s the Federal Steel Company, by holding a majority 
of the stocks of these different companies, control them? Do these separate com¬ 
panies still hav'o a separate, individual existence?—A. 1 assuiue that they have. 
As I s^, 1 have nai<l no attention to these matters since Septoniber, 1808, 

Q. That was the form in which they wore organized?—A. That was the initial 
form. 

ACQUIRING PROPERTIES—ACQUIIUNG STOCK. 

Q. Would you explain to ns frdra the purely legal point of view how that arrange 
ment differs from the old form of trust orgaui/ation as it was in the Standard < >il 
Trust?—A. That I do not know anything about; I have never paid any attention to 
that. I do not know anything about the Standard Oil Trust. 

Q. You do not know wiiat that was?—A. 1 do not know anything about it; I never 
saw a certificate or had anything to do with it. I can say, on the other hand, how 
it diflers from the International Paper Company, which 1 organized. 

Q. Well, if you will.—A. That corporation was organized under the laws of the 
State of New York. It acquired the physical properties of 12 or 15 corporations, 
and those were immediately dissolved, 'i'here was absolute ownership a^nt no exist¬ 
ence continuing in the former corporations. They merely got the other corpora¬ 
tions by .purcliasing the physical properties which were owned by the others. 

Q. That was the point of my question. So far as these larger corporations are 
concerned, that we have been getting testimony about here, they have usually 
ac(|uired properties?—A. I shonhl say not. It is mostly the other way. 

(^. Those tnat wo have examined?—A. Oh, I beg pardon; but 1 should a^ay it was 
not the general plan of incorporation. 

tj!. As regards the instance you spoke about, the Federal Steel, they had acijuired 
the stock. I wish to have you explain, if you can, the different methods of nian- 
agement. We can leave that to the next witness if you are not familiar.— A. Oh, I 
do not know anything about that. 

WHY INCORPORA'FED IN NEW JERSEY. 

Q. Will you explain to us why it is better to incorporate under the laws of Now 
Jersey than under the laws of New York? What special advantages, if any, do tin* 
New .Jersey laws give to incorporations?—A. Well, it depends upon what yon wi.sli 
to do. If the Federal Steel Company had had a considerable property or plant in 
the State of New York I should have advised its formation under the laws of the 


I See page 987, footnote. 
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state of Now York, aa I did in the case of the International Paper Company, where 
the principal property was in that State. But the I'ederal Steel Company contem¬ 
plated the acquisition of interests in properties that are situated only m Minnesota, 
in Illinois, in Ohio, and in Pennsylvania. The ({iiestiou then came, shall we organ¬ 
ize in any of these four States. There were snilicieut reasons why it was not desir- 
alde to organize in any one of those four. I will say briefly that the laws of Penn¬ 
sylvania do not permit the ownership of real property by a foreign corporation, 
and the rate of taxation in Pennsylvania upon a domestic c<»rporation is very high. 
The laws of Ohio, under the constraint of ^eir constitution, impose a double liabil¬ 
ity upon all stockholders whatever the conditions. The laws of Illinois, as they 
have been administered and interpreted—not only there but in the State of Ohio as 
well—are exceedingly inhospitable to the development of largo business enterprises; 
nnd the laws of Minnesota also impose a double liability upon stockholders. By 
that process of exclusion, in consequence of those four features as well as others, 
they drove tln^se corporations out; the laws of those four States. Then being foot¬ 
loose, of course wo looked for the most favorable conditions, and at that time I snp- 
|Mise the most favorable conditions were those presented by the laws of West V'^ir- 
ginla and the laws of New Jersey. The statute of West Virginia fixes a limit on the 
amount of corporate capital; and, by the way, I should say that the laws of Penn¬ 
sylvania did tlie same until this winter, when they have been enlarged. And that 
leCt New Jersey certainly as available as any other, and there was no reason why we 
slionld not go to New Jersey as well as New York, because neither is the homo of 
the corporation. 

stockholders’ KIGHT ok examination—the STATDTOItY RIGHT ONLY. 

Q. I notice, with rofercuice to the powerthatshouldbegiven to the board of directors 
tocletermine what power or what privilege shall be given to the stockholders as regards 
the business of a corporation, that this provision is made [reading]; “The board 
(►f directors from time to time shall dotermiue whether and to what extent, and at 
what times and placets, and under what conditions and regulations, the accounts and 
books of the corporation, or any of them, shall be open to tlie inspection of the stock¬ 
holders; and no stockholder shall have any right of inspecting any account or book 
or document of the corpuratiun, ex<;ept as eouferred by statute or authorized by the 
l)oard of directors, or by a resolution of the stockhoiders.” What are the special 
privilogesof examination that are conferred by statute iu Now Jersey f—A. I forgot. 

I <lo not protend to retain them. I never testify as to what a statute contains unless 
1 1iav<‘ got it before me; certainly where you have to examine similar statutes and 
j)rovi.sinn8 of dilferent States, 

if. You do not recollect whether the New Jersey law is more or h;s3 liberal in tliat 
particular than the laws of the State of New York?—A. 1 do not. I do not think 
that that was the point. I think the point there was to cut off all the right except 
that which the statute gave, and not leave an indeiiuite common law or equitable 
))<>wer to be exercised, which, it has been held iu some cases, does I'ontinue in addi¬ 
tion supplementary to the statute. It is very difficult for an administrative officer, 
usually a clerk not of high class who has charge of the books, to know whom beshall 
recognize and whom he shall repel when a request is made for an examination of 
his hooks. Certainly, the mere idle curiosity of a voliiuteer does not justify the 
iiiterrut>tion of the business of the corporation, while most respectful attention 
should be given to anyone who has a real interest. My theory, and 1 think tiu' 
theory ol' most corporation lawyers, is that is most desirable that the rights should 
lmdcline<l in something that can be read so that “he who runs may read;" and that 
is the purpose of that; not undertaking to affect the statute, but to say, “you shall 
have the rights that arc given yon by statute and you shall have no others." And 
that is permitted by the general provisions of the corporation law of New Jersey, 
permitting the articles to define or restrict the rights of stockholders. 

POWER OF THE CORPORATION TO BUY ITS OWN STOCK. 

(i. There is a further provision here with reference to the powers of directors in 
other particulars that perhaps you can explain iu a similar way. It says [reading]: 
“'file corporation may use and apply its surplus oaruiugs, or accumulated profits 
authorized by law to he reserved, to the purcdiase or acquisition of pri>perty, and 
to the ]turchaso or acquisition of its own capital stock from time to time, to such 
extent and in sncli manner an<I upon such terms as its board of directors shall deter¬ 
mine." Is it usual to make a provision of that kind that a company may purchase 
its own stock?—A. No; it is not. 

Can yon explain wliy?—A. But I have always put it in in any place where the 
law permitted me to do it. In the laws of the State of New York there has been, 
though i do not suppose it survives in all cases, an absolute prohibition against a cor- 
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poratlon using any of its own funds for the purchase of its capital stock; hut 1 have 
iiuver seen in reason and justice why a corporation, out of its surplus, might not be 
reducing its capital stock. Of course, it is entirely improper that any of the funds oi 
the corporation, other than those constituting the surplus, should be paid back to the 
stockholdere under a guise of purchase of corporate stock. But when the corporation 
is solvent and has a surplus, I can see no good reason why that surplus should not be 
so used. It was iutende<l here to confer this right. 

Q. To give the directoi's the power, if they had a large surplus, to use it in that 
way, instead of allowing it to remain as a surpUisf-^A. It is simpl;^ a more conve¬ 
nient form of reducing capital, which is permitted by all laws. It is another form 
of doing that. 

POWER OP THE PIRBCTOR9 TO INCREASE TilEIR NUMBER. 

Q. That is what I wished. Is it usual in the case of corporations to give to the 
director so much power an there is here in the way of increasing the number of 
directors by the boartVof directors itself? [Reading]: ‘*Tlie number of directors at 
any time may be increased by vote of the board of directors, and in case of any such 
increase the board of directors shall have power to elect such additional directors, 
to hold office until the next meeting of stockholders, or until their successors shall 
be elected.^’—A. Well, is it usual? 

Q. Yes.—A. Yes, with those corporations properly formed. This will show you 
exactly what is needed. 

Q. That is what 1 wish.—A. You start a corporation and it is exceedingly unhandy 
at the outset to have IH or 15 directors. You have a small body, say 3 directors, 
as in this case. You go through all the preliminary work aud establish your corpo- 
r.'itiou and do your work and then you want to complete your original organization. 
It is a very unwieldy and difficult thing to call together a stockholders’ meeting in 
fomidiance with all tlio forms of law for tlie purpose of an increase. But if you put 
in such a })rovisiou as that, your directors can immediately increase, and that creates 
a vacancy which the direi^tors arc able to till until the next annual meeting. That 
is all the purpose of that. 

Q. The purpose, then, is really to provide for the convenience of the organiza¬ 
tion?—A. At the outset. If it operates badly afterwards the stockholders cau ordi¬ 
narily overcome that. It is a more matter of convenience for organization. 

NOTHING IS C’NDUE THAT IS AGREED TO—ABSOLUTE FREEDOM IS BEST. 

Q. And in your Judgment it does not in any way limit the power of the stockhold¬ 
ers themselves uudaly in the control of their organization?—A. Well, that word 
“ unduly’’ is the word that troubles me. That it Fimits them I have no doubt. But 
it is a mere question of what the parties choose to agree to. It is like any bargain; 
two parties get together aud say, Wo will do this and this under these conditions,'’ 
and, having entered into this compact, nothing in conformity with it cau bo unfair; 
nothing can be undue. 

Q. If you will permit me to explain the purpose of a question of that kind. The 
commission wishes, of course, to find out as fully us it < au the effect of the different 
laws in some of the different States along these different lines; and when I ask 
you the question as to whether this gives undue power as against the stockholders, 
the question has this bearirfg: In your Judgment, is a provision of law of this kind 
wise or not? Is it best to put so much power in the hands of the board of^dlrectors? 
Is there danger of its being abused?—A. I understand your question, aud that is 
where I come to the greatest of all judges of his time, Sir George Jessel, who 8.ays 
that nothing is so desirable as liberty of compact; that the greatest of all liberties 
is the liberty of compact. Now, there is no such thing as due or undue amongst 
men of mature mind who are competent. Give them absolute freedom of dompai‘t. 
Th.'it is not, 1 say, due or undue. If the parties want to make a corporation of that 
kind, let them make it. It does not do anybody any hurt except themselves, {iml 
“ Volenti non fit injuria.” It can not hurt a man that wants to ao it. Therefore, I 
say again the word '‘undue” disturbs me. 

Q. Your propositioQ is, as a lawyer, that it is wise to give the utmost freedom in 
all matters of that kind?—A. Absolutely. This paternal system or idea is at the 
root of most of the evils that underlie what the public complain of in corporations. 
They have been coddled into the belief that when they deal with a corporation they 
have got to have some kind of protection and may rely on some kind of protection 
that they do not invoke in their dealings with individuals. Every man who deals 
with an individual inquires as to liis credit before he makes up his mind as to 
whotherhe will extend to him the facilities of his credit or not; butinsorae way. when 
he comes to the same man organized into a cor{>oration, then ho is taught tnat ho 
can rely on something besides the credit of that institution, can rely on a report 
or statement it makes, which is fallacious. He may, if the report is untrue, punish 
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that man criminally, which he seldom does; but that does not pay him for the credit 
that be has extended. And that false prop and delusive support upon which the 
public are invited to rely by many of these laws is a real iujuiy, in ray honest belie!', 
and is not any beneht. 

THE DUTY OF THE TRrSTEK IS LIMITED BY THE TRUST. 

Q. (By Mr. C. .1. Harris.) The tendency in all this, it seems to me, would be to 
;;ive the directors, as was said here, an undue power in relation with the stockhold- 
ois. The powei'S of the stockholders and the tlir<‘otors of a <;orporatiou are not on 
•in o<inality, I understand that the directors of a corporation are the trustees for 
the corporation; they have the whole ]>ower in the corjioratioii where the stock- 
iiohiers have not: and for the sake of putting them on an e(iiuality, they should be 
subjected to all those laws which arespecijilly ostahlisbod to prevent a trustee from 
iloiiig wrong to those whose interests are intrusted to hiinf—A. A trustee, as I under¬ 
stand it, is never held to any trust other than that <Toated by the instrument 
appointing bim. 

Q. Ves.—A. Therefore the question is, What is put into that trnstf I agree with 
you absolutely that a director must bo absolutely faithful to his trust and fullill bis 
trust; but what is the trust? There is the charter, and when the parties came 
togetiier tln^y expressed their duties ami powers and rights there; and the rights of 
the trustee under his trusteeship and under that iiistriiiiient are just as sacred as the 
rights of the costuis que trustent; the one is just as sacrcil as the ether. 

LEGISLATION GAN NOT MAKE THE WEAK STRONG; EXPERIENCE MAY. 

Q. I do not question that from the legal standpoint that may ho true; hut my 
idea is that in these large aggregatiens of capital whore men, wenmn, and childnui 
are holding stock the stockholder nowadays may need a little more protection than 
yon seem to bo iacliue(l to give him?—A. The legislature cannot give it to him, nor 
can you or I. 'Fhcre is not anything yet that takes incompetents, lunatics, and pau¬ 
pers and makes them competent, responsible business men. You can not do it, an<l 
you have got to trust to the development that comes from the experience of having 
v«uir property at risk. Othello's groat point was, “1 have had losses, too," and I 
would not give anything for the business qualiticatious of a man who has not had 
something at risk. As long as he thinks he is buoyed up by some life-preserver he 
will not make a snccess, nor will the community and the world get on through tlie 
eH'orts of that kind of coddling. 

q. You think there would have to be some kind of legislation other than that 
done through the legislature?—A. Which? 

(),. What wo are trying to lind out is whether there is any demand for that sort of 
legislation?—A. Of course, you have asked me before this commission not alone to 
testify to facts, but also to express opinions. I have these opinions with great posi- 
fivenesH, and I have delivered them, I hope, with courtesy—Imt certainly with great 
positiveuess. 

DIRECTORS GENERALLY OWN OR REPRESENT A LARGE MAJORITY OF STOCK. 

Q. (By Senator Mai.lory.) Do you think now, as a corporation lawyer, that it is 
good ]ioiicy to give directors of corporations power to increase their own number 
without consulting the stockholders?—A. I think so. 

Q. You think that is good public policy?—A. 1 do, for the reason that nine-tenths 
of the corporations are controlled by boards of directors which cither own or abso« 
Intely represent a large majority of the stock. This theory that there is .a large body 
of unknown stockheddors that have got particular int^u'ests that they want to con- 
trol and can not do it because they are fettered h^ a board of directors witiioiit any 
snl>8tautial interest is absolutely fictitious. The interest and the agonies are in the 
board of directors, and they are not in the stockholders. When it conies to a cpies- 
tion of financial stress, the men that have to go about and put their names to pajiers 
are not the stockholders; they are the directors that put their backs under the load 
and their fortunes at risk, and 1 would give always—all that 1 have in this world is 
in the form of corporate investments—and I am only too glad to put it at the risk 
of men who are director where I am not, for I am a director in very few companies. 

Q. Well, that is hardly an answer to the question?—A. It is; pardon me, I should 
not have said that it is, Senator, but it is intended to be. 

LIBERTY OF CONTRACT—NOT LIBERTY OF ACTION. 

Q. The only point I want to get at is your view, and you seem to lie under the 
impression that there is too much law restraining the liberty of action of the gov- 
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orning powers of corporations. I think you expressed an opinion to that effect?— 
A. Liberty of contract. I did not say liberty of action—liberty of contract. I 
would allow the corporations, if they so wislu'd it, to contract there again. I would 
have it—if I may illustrate it, pardon me, by a story of .John Van llnrcn. When he 
organized the Manhattan Club m the city of New York, he put all the powers in the 
board of directors, and some one said to him, Why do you do this? Up at the 
Union (Mnb”—-which was a social club of a very high order—" they do not do that.” 
lie said, "They are different clubs. We will trust the body up there, but we will 
not down here.” And the question, after all, is what are you going to do in any par¬ 
ticular body. If a man wants to contract with the directors and protect himself, I 
will give him that freedom, and I will say that in the absence of a contract exempting 
the board of directors from limitation, I would leave them under general limitations 
of law. 


STOCK BOOKS SHOULD BE OPEN TO STOCKHOI-DERS. 

Q. (By Mr. .Jenks.) As regards the provisions of law which permit stockholders 
to examine the stock books of corporations at any time so that they caii lind who 
their associates are, the amount (»f the holdings of each associate, and so on, do you 
favor that kind of a law gi viug that privilege to stockholders?—A. I do, certainly. 
I think the law of New York, which I assisted in framing, has that provision—that 
is, that every stockholder and every judgment creditor should have that right. 

Q. You would not giv'e the power to the board of directors to refuse to permit 
stockholders to examine the books?—A. No; but I would give the power to the 
board of directors of providing a coiivonient hour. Simply say, You must come at 
siichau hour, otherwise the hooks can not he examined*’—but only for the purp()se 
of convenience. I think that every stockholder and every judgment creditor should 
have the right of knowing who the stockholders of a corporation are. 

DIRECTORS GENERALLY FAITHFUL, IN SPITE OF PRIVATE INTERKS'lS. 

Q. If I may continue for a moment what you were saying a little while .ago as to 
the powers of the board of directors—you say that the board of directors represents 
regularly the interests of u majority of thestockholders?—A. Generally. 

Q. Of coarse, that is true so far as the stoekliolding is concerned—very frequently 
not as far as numbers are concerned, usually not. Would you think that it is often 
the case that half a dozen, or not ov^er a dozen, leading stockhohiers, who hold a 
imijority of the stock among tliem, may have interests opposed, say, to a thousand 
or several thousand stockholders, so that the few holding a majority, who them¬ 
selves arc probably directors, might find it for their individual interests to so direct 
the affairs of the corporation that it would be for tlicir interest and not for the 
interest of the majority of the stocKhoIders in number?—A. That is conceivable. 

Q. May I follow that up a little further? Is it particularly uncommon in your 
jiidgmeutf—A. Oh, no; it is not at all tmoomrnou; it is not at all uncommon ; but I 
have never, in a case where I have been called in, been conscious that that power 
was exerted in that way. I think that I have seen men in two different corpora¬ 
tions become as keen on one side as they wore on the other when they passed into 
diffi'rent boards. 

Q. Do you think that the danger is one that would call for any limitation bylaw?— 
A. 1 do not. I think you woald lose on the other si<le what you might gain on this. 
You lose efficiency of action. 

LIABILITY OP STOCKHOLDERS SHOULD BE ABOLISHED. 

Q. The question is suggested here as to whether you would abolish thojimit on 
the liability of stockholders that we have in most States, I suppose; the limitation 
to the amonnt of capital stock held?—A. I would put into every constitution whnt 
there used to be in the constitution of Kentucky and what there is in the constitu¬ 
tion of West Virginia, that there should be no liability. Insteml of abolisbiug the 
limitation or increasing the liability, 1 would abolish the liability. 

Q. Will yon explain just what you mean by that?—A. It is nota (piestion of public 
policy there; it is a question of credit. Aud I have explainer! that I would drill this 
into every man: That when he deals with a corporation, he is dealing with it just as 
he deals with an individual, lie has got to find out whether that corporation is 
responsible; and the law, the common law, is abundant and aderinate to provide 
remedies for a man who makes the inquiries and who is told untruly at the time of 
the particular transaction. This whole question of individual liability has boon 
better stated by Mr. Morawetz in a letter ho wrote me at one time, in which he said 
that it was "a pitfall for the unwary and a windfall for the undeserving.” 
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WHY JNCOKPOUATORS GO TO NKW ,IER8KY. 

Q. (Bv Mr. Farquhar.) Ih it a fact that under the laws of the State of New .Jersey 
a good deal of New York capital and Eastern capital has gone into that Statef—A. 
A great deal of New York capital 1ms gone into the State of New Jersey, and the 
reasons why it has gone there have been <if two entirely distinct classes. The one 
concerns the qnestion of taxation. 'J’he taxation of corporations in Now Jersey lias 
been less than that in New York. The other is concerned with the liabilities and 
iuniiunities of stockholders and directors in New .Jersey. In Now Jersey there is no 
personal liability of stockholders in aildition to the amount paid in for the capi¬ 
tal stock; that must be paid in full. There is a mistaken idea abr<»ad that tlie law of 
New Jersey permits stock to be issued as fully paid when it is not fully yiaid. That 
is not so. The law of New Jersey merely declares what is the common law anyway 
and has been so interpreted by the Court of Appeals of New York, that the judgment 
of the board of directors ex«‘r<nsod in good faith as to the value of property received 
for stock—and value is always a question of <)]»inion and net of fact -is conclusive, 
if there be good faith. That is merely the common law. Another is the general 
inimuuity of directors from statutory liability. Another, and rjuite ;is inqmrtant in 
most cases, is that in New Jersey there is no limitation on llie amount of indebted¬ 
ness which can be created by a corporation in comparison with its corporate stock. 
In many States the Jaw says that you shall not creat<» an irnlchttshiesH in excess of 
the total capital stock. That is not prohibiled in New Jersey. I think those three 
yiarticnlars of the New .Jersey law are (piito as agreeable to investors or to proposing 
incorporators as the comparative immunity from taxation. 

PUBI.ICITY I’OR COMPANIES ORGANIZED FOR PUBLIC WORK, NOT FOR THOSE IN TRADE. 

Q. Is it or is it not a fact that the corporation law of the State of New Jorsej' is 
fnimed in nearly all its sections to saleguanl the stockholders; supremely to take 
caroof the company as an organized conipany; that the la w is fraiiicd for the benelit of 
the stoi^kholder of tlio company and for the company itsel f jind not to protect the pub¬ 
lic?—A. If I understand yon, it is this: That the theory of New Jersey is that whieh 
is really the theory of every State that grants a corporate charter, namely, that it 
is for the benefit of tlie State that the corporation sboiild bo created. 'Phat must be 
the theory of every act of incorporation, either general or s])e<“ial; that the State, 
having invited this creature to come into existence, gives it a chance to live. 

Q. Now comes the other qiicstion. From all your associations and ndations, as far 
as the public know and this commission know, you have not lu-en associated, either 
you or those who have tinanced and carried on th«!sc operations, in what is com¬ 
monly called stock gambling. Now, woubl yon stale bow it is ]) 08 sible so to amend 
tlie laws of New Jersey, or any other State, which are so liberal in providing for com¬ 
pany organizing, that the public will be safeguarded in knowing what the worth of 
tlie stocks is. their intrinsic value; that there may be- pnbli<nty sulUcieiit to show 
exactly the state of tlui companies In their linancial concerns? In other words, how 
far should the laws of a State lend pul)licity to the whole operations of every com¬ 
pany chartered under it?—A. 1 think that with reference to companies that are 
organized for public work, like insurance companies and railway companies, that 
should be done. 1 think that to put that obligation upon companies engaged in 
trade, who have rivals that do not have to make such publications, would be an 
unjust discrimination; and there is no reason f(>r it whatever, if you are going to 
]>orinit corporations to engage in trade. 'J'hat is a way of tliroitliug the infant that 
has bticn horn at the request of the State. 

FAKE COMl’ANIKS MAY ORGANIZE UNDER ANY LAW. 

Q. Now another question. Is it not generally known in New York City and all 
our principal cities where banking and brokerage are carried on that there are in 
New .Jersey possibly one-fourth of tlie chartered companies that are nothing but 
lakes and wildcat companiesf—A. I do not know. 

Q. Do yon take it from juiblic reports, I mean?—A. I never pay any attention to 
public reports. They do not constitute information; tliey deal with impressions. 
When you treat of property rights, yon have got to gid. specilio information. 

Q. rio you think tliat under the laws of New Jersey there is a possihiiity for fake 
companies to be chartered and impose their stock on the public?—A. Not any more 
than tliere is under the laws of New York or any other State. That often happens. 
You may organize a company and put in $100,IM>0 or $300,000, as was done under the 
strict laws of Massachusetts in the Capo Cod ('anal Corporation, and it is an improv¬ 
ident investment, an unwise investment of capital, and it is gone almost immedi¬ 
ately—as soon as it is put in—and yet that corporation is created and abundant liti¬ 
gation has ensued under that, although it was as honestly organized a corpora- 
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tion as you could make under those strict laws. In other words, the question iiiust 
always oouie back to, What is the capital; what are the assets of the particular cor> 
poration at the time of the particular transactiou? aud the fact that at some tiiiio 
or other it had as much money as its capita! represents is of no consequence, for it 
all may have been lost; it may all have been unwisely invested. Take a conspioU’ 
oils instance under the law of New Jersey, the corporation that was formed for 
building the Stevens Battery, which General McClellan was in charge of. There 
was a corporation which was absolutely of no consequence when it got through, and 
it swallowed up millions and millions by unwise investment. 

Q. It was simply a scheme to make moneyf-^A. No; 1 doift say that. My point 
is this, that nothing is more illusive and delusive than the idea that if a corpora- 
tion‘s8to(!:k be only paid in in money at the outset it is therefore better off than one 
that has issued its stock for property that could not be converted for 1 cent on the 
dollar. The question is what assets the (corporation has goUat the of the par¬ 
ticular transaction, aud that can be ascertained only by present inquiry. 

A REMEDY FOR STOCK WATERING. 

Q. (Bv Senator Mallory.) Have you any suggestions to offer?—A. I had only one 
point which I thought proper. 1 have not obtained information, but only impres¬ 
sions, as to what was going on in this commission from the public prints. In Janu¬ 
ary, a report was made by a committee, of which I was a member, on the 

question of corporations, to the Bar Association of Now York; and the tliird provision 
of that report is the only one, I think, that 1 should like to bring before this com¬ 
mission for its consideration. As it is addressed to a subject about which a great 
dt^al of complaint has been made, namely, stock w'atering, 1 should like to indicate 
a remedy or relief which we thought was desirable [reading]: 

“Third. To permit tho fermation of a distinct class of business stock corporations 
whose capital stock may bo issiKul as representing proportional parts of the whole 
capital without any nominal or money value. 

“The effect of such amendment would be to provide for the mensureinent of the 
interest or shares of the members of such a corporation by a statement of propor¬ 
tion, as in case of th, part owners of a ship, and not by an arbitrary assignment of 
money value, w hich is delusive in the case of every corporation whose capital stock 
has a market value either more or less than its nominal par value. 

“Such au ametnlment, though somewhat radical, is not altogether novel. It 
embodies a principle adopted in corporation laws in Germany. 

“It wouhi relievo any possibility of injury to the public from misleading repre¬ 
sentations as to the money value of corporate stock, and would also relii ve from 
embarrassment conscientious corporate officers often compelltHl to deal w’ith legal 
liction as to which they have no personal knowledge, as though it were a reality 
within their own obserVatioii.’^ (Proceedings of New York iState Bar Association, 
January, 1892, p. 138.) 

Q. (By Mr. Iarqurar.) Do you choose to amplify that in any way further than 
you have presented it?—A. I think that states the case. 

PURPOSE OF ISSUING LARGE CAPITAL STOCK. 

Q. Will you state the circumstances that brought this about? How many were 
concerned in it?—A. That was never acted upon;’ it was merely presented as a report 
aud never followed up. But the real desire of corporate inanageuieiit of stockhold¬ 
ers is not always fully understood. The real desire of tho ianiw of largo capital 
stock is generally to get a very largo common divisor and to get as many persons 
interested in the enterprise as nnay be, and tho nominal amount of each snare is of 
very slight consequence. Von will see $100,000,000 of stock issued and the next 
day after it goes on tho stock exchange it sells fur from $10 to $12 a share. Nobody 
supposes that stoerk is worth $100,000,000. The total stock is only worth $19,000,000 
to toe public at largo, if it expressed its opinion about it, and its par valpe becomes 
immediately a liction. On the other hand, the Central Trust Company stock of Now 
York, say, sells at$l,.500. That is just as much a Action; it is juntas Petitions to 
say that it is $100 stock as it was in the other case to say that tho $13 stock was $100 
stock. No one deals with reference to par; they all deal with roforen(;e to the fact. 
Now, as the fact in many of these cases is obscured by this assignment of a nominal 
or par value, under this theory of freedom of contract, I would p(Tmit a corpo¬ 
ration to say, “Here are our shares; we have so many shares and you have such 
a proportion of the property, be it worth more or less.’’ Then dividends need 
not be made by per cent, but as they are in the case of mining companies—so much 
a share—and there would be no one deceived, and every purpose would be accom¬ 
plished that I can think of that is desired by the creation of these largo nominal 
capitals. 
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railuoad reorganizations caused by reduction op rates, not by overcap¬ 
italization. 

Q. (By Mr, C, J. Harris.) Have you been connected with the legal part of the 
organization of some railroads in this country?—A. I have. 

Q. Can you name some of them to the commission?—A. The Kiohmoud Terminal, 
now constituting the Southern Railway, the Northern Pacific, the Reading, the Erie, 
the Memphis and Churlcston, the Hocking Valley, and the Detroit, Bay City and 
Alpena, now the Detroit and Mackinac. 

Any others?—A. There are others, bnt I do not now recall them; those are 
wliat come to me now. 

I do not know exactly how far you are coDnecte<l with the buHincss portion of 
those reorganizations; I suppose mostly with the legal questions?—A. Entirely with 
llio legal; 1 have nothing to do with, and I have jiaid no attention to, the business 
]>art. 

Why are these reorganizations made, as a general thing; what are the reasons? 
On account of their bankruptcy, or failure in business to a certain extent, as iliey 
wore organized before y(»utook hold of them?—A. In every case it was the inability 
of the corporation to earn its fixed charges; not the question of dividends, but fixed 
cliarges. It made promises to pay whicn it could not keep; foreelosuro was immi¬ 
nent, and it was necessary to make some arrangement by which the interest in the 
property could be preserved. 

(^. Was this in some cases from a lack of ready capital, or was it gouerally from a 
certain inisinauagemeiit or lack of business capacity?—A. I should say it came from 
a lack of income resulting from the ruinous reduction of rates, partly by legislation 
and partly by the foolish competition of railroads with each other. It the rates in 
this country were a fraction of a per cent higher, no one of these companies that 1 
have mentioned need have gone into bankruiitcy. 

What was the state of their capitalization? That is what I want to get at 
generally. Are they generally overcapitalized?—A. In none of these cases—now I 
iim speaKiDgof facts—did shareeapital have anything to do with it, or money. They 
had created a bonded debt for the money they bad borrowed and could not pav. It 
was money, dollar for dollar. Take for instance a fair s.aiiijde, the Kichmon(l Ter¬ 
minal. its stock declined to a fraction of 1 per cent on the dollar. It did not make 
any difference what its share capital was; it disappeared; this body of share capital 
was wiped out. 

principal often increased—annual charges always diminished. 

Q. In those reorganizations, for instance, this yon have just mentioned, was the 
capitalization, bonds and stock, under the reorganization greater or less than it 
was before you took bold of it?—A. In some rases they were more and in some cases 
they were less. It was intended generally for the purpose of inducing those who 
had been interested before to make fresh contributions of cash, which was necessary, 
'fhat was always the real ease. I do not think that more tliau three of those corpo¬ 
rations received less than $20,000,000 to $25,000,000 of new cash to help it along and 
to start it anew. To get those contributions in cash it was necessary to make con¬ 
cessions, and in some instances the capitalization, if you so choose, the bonds and 
stock—I call the stock only the oapitalization—was greater than it was before. But 
this was for the reason that the old bonds would bear various rates of interest, run¬ 
ning from C to 8 per cent. In every instance tlie new bonds have been as low as 5 
per c<!nt, and they have gone down to 3 per cent; and as compensation for that 
reduction of interest, the nominal amount of bonds would bo larger. In every case 
the annual charge, the fixed charge, iias been very mucli smaller. And that is the 
whole point of the reorganization, to get a smaller annual charge. 

You have stopped the high-priced bonds and got lower ones?—A. The high- 
iutcrest bonds. And to do that you have got to make concessions. Teople would 
say, ‘‘I will take 4 per cent where I otherwise would lie getting 6 per cent, if you 
will niako it up to what is equivalent to 6 per cent by giving mo a larger amount of 
priijc’pal.” That is what it comes to. 

Q. You speak of some of those roads that have been reorganized during the last 
6 years—that is, during the periml of dull times, we might say. Now, if they will 
not earn enough to pay their expeuses, how du<3s the magic of reorganizatiou enable 
them to go on as they have done and pay not only expenses, but, I think, also inter¬ 
est on the bonds?— A. I did not say they do not pay expenses. Every one of those 
roads paid its operating expenses, but none of them paid its fixed charges. 

OTHER GAINS BY REORGANIZATION. 

Q. On the bonds?—A. It came down to a point at which these old bonds were certain 
to pay; then wo ascertained an indetiaite amount, the intermediate, and reduced to 
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that. That is just the process; and there are very few of those roads that to-day wonld 
pay interest on the bonded debt as itexisted before reorganization. Then, twoother 
things have happened—three otlier things. First, you have got these contributions 
of cash which I have spoken of, which carried off a lot of Boating debt; next, all 
of these mortgages—and that is very important—provided for a reserve fund of 
bonds which may bo issued ordinarily at a rate not exceeding one million or a mil¬ 
lion and a half a year, say, for 20 years, to provide for these constant demands upon 
a railroad which are necessary to he met and which it can not meet out of its cur¬ 
rent earnings, and which go to tlie hetterment of the property. That was the real 
cause of the breaking of ^le railroads in this country in 1803. It was the cause of 
the panic in 1893. At the time of the Baring failnio in 1893 it was computed that 
there were ovit $250,000,000 of the floating debt of the railroad companies of this 
country to be funded and being jiressed for payment. Now, to-day, they have got 
credit; they have got a breathing spell; they have got ahead. 1 do not believe one 
of these reorganized railroads has a dollar of floating debt to*day. 

HIGU ABILITY OF lUILROAD MANAGERS. 

Q. In this system of comhinatioiis of railroaile, what can you state, if anything, 
about the character of the men who are placed in charge; have you not a rather more 
skillful professional class of railroad men than under the old system?—A. The rail¬ 
roads have never been so well otliceied as they are to-day. The railroad managers 
of this country—I am not tesfifying about personal characteristics, hut simply as a 
business matter—the railroad managers of this country represent the highest class 
of management of any kind of business of any government in the whole world to-day, 
in my judgment. I do not mean great statesmen, hut the thing wo have in mind. 
It is one of the greatest credits to America that it can exhibit such a body of men as 
ourrailroad managers to-<lay. 

Q, I was speaking of their professional qualifications as such, and tho reason I 
asked that is: lias not that botui a very important item in tho apparent Buccess of 
these organizations?—A. In one sense it b.is, Imt the most of these gentlemen were 
connected with roads prior to 1893—prior to these failures; hut they did not have 
the opportunitv to work that they have now. They were harassed by the ]»ro8sing 
necessities of the roads aml-Hnancial necessities, and could not show what the char¬ 
acter of the management was. 

ABSOLUTE PUBLICITY FOR RAILROAD COMPANIES; NOT FOR TRADING COMPANIES. 

Q. (By Mr. Kennedy.) You have expressed yourself in favor of publicity of the 
affairs of tho railroads?—A. Absolutely; that, I think, can not he made too strong. 

Q. (By Mr. C. .7. Harris.) That is acjuestion that has been brought up here a great 
deal in regard to the railroads, whether there should be, us in tho case of national 
banks, sniiiosuch public investigation andcertificatioii to their records as that to show 
that they were, in tho first place, not false, and, in tho second place, that they were 
fully and correctly made, llave you any idea in regard to that?—A. I think that is 
entirely reasonable. You will understand, when I answered the quc.stion before, I 
was referring merely to tho control of competition—those engaged in competition 
with trailers who did not have to make these diselosares. The moment yon come to 
this class of corporations publicity is absolutely desirable. 

SUBMIT POOLING CONTRACTS TO A COURT OF LIFE .lUDGKM. 

Q. (By Senator Mallory.) You would be willing to give to the railroad corpora¬ 
tions tho same wide latitude of contract among themselves that you would give to 
the mercantile and ordinary private corporations?—A. 1 would not give the same; 
I can not tell you why, because I nave not thought that out, but I should want to 
consider it. The comparative monopoly of any railroad in any particular place or iii 
some particular place may call fora diflerent rule than with reference to the ordinary 
corporations. 

Q, Wouldyou,withyourknowledgeoftherailroadhiisiness- A. Iwilleaythis: 

I would give all railroads a right to make any corporate contract that they choose 
with each other, provided that the contract must bo submitted to the Interstate 
Commerce Commission which we have in this country, and should be subject to 
annalment by the Interstate Commerce Coinmission fur reason to be assigned. 

Q. Now, to come specifically to a case; some years ago the House of Kopresenta- 
tives was asked to pass a bill permitting railroad corporations to pool their traffic, 
to make pooling contracts, validating pooling contracts when made, and the difficulty 
that seemed to intervene to prevent the success of the movement arose out of the 
restraint which was sought to bo impimed through the interstate Commerce Com¬ 
mission upon the formation of this pooling business. A large number of gentlemen 
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in Congress favored the idea of allowing the Interstate Commerce Commission to 
have a veto absolute on the contract; that the advocates of the railroad side of the 
(inestion would not listen to. They were willing to have power vested in the Inter¬ 
state Commerce Commission to disapprove the contract, but to let that coutract go 
into effect and he operative until some power above the Interstate Commerce Com¬ 
mission—a court probably—should sustain the Interstate Commerce Commission • in 
that case the contract was not to be in effect. lu other words, the railroads w'eic 
ai>preheneive that the Interstate Commerce Commission would arbitrarily interfere 
sometimes and prevent them from getting the benefit of a reasonable rate Now 
Miere is a movement in that direction again, 1 think very ap|,arent, upon that iioint 
(>l giving the Interstate Commerce Commission, or some other body, absolute pov er 
to say, this thing shall not go into effect, and stop it there. What would bo yonr 
opinion»-A. I would allow the power of contract, and I would let that contract 
continue until disapproved by the Interstate Coiimn'rce Commission or such other 
body as you might name, for reason. And I would then have it continued until the 
reasonableness had been tested by the courts. In other words, I should be glad to 
see the system they have in England. If you conlil get a system of life judges siieli 
as they have there, constituting a court on this ipiestion, I would leave it to that 
court absolutely. 

Q. Turn the Interstate Comuiorco Commission into a court!_A. Provided they 

wore appointed for life. ^ 

*jA*^**f^) Would they not get pretty arbitrary if appointed for 
JjfoT—A. Ihey do not in Kngland; it has been running there for 40 years and thi re 
irt no complaint at all, and originally there was more turbulence than we have. Png- 
land is 80 small, it has a einaller Inileag<^ and all these points are close together .and 
tliey had tremendous diihculty; hut they have had no opposition and no trouhh* 
and T do not see why we should he Ihumdering along ou this side. But to pass over 
the greatest simount of property in this country to the decision for its existence of a 
hoard which is subject to political determination every four years is simply to kill 
your greatest property in this country. You give those powers to the Interstate 
Coniiiierce Commission and you will never have another Presidential election on tlie 
silver ((uestiou or anything else. It will be on the subject of which can grab the 
l ailroiuls. You are entirely changing our system of goverumeut when you do it. 

IK TIIKItl5 WERE ANY UNREASONABLE RATES, THERE SHOULH BE SUMMARY ROWER 
TO ABOLISH THEM. 

Take these 4 railroads in pooling—A, B, C, and D. In their pool, of course, 
fliey agree upon a certain line of rates with regard to all sorts <»f things. Now, tliey 
agree upon that, and if A does not keep the agreement none of thcs <5 others have 
any legal hold upon him. Now, wo can easily see why that is an injustice to the 
railroads.—A. To whicJi is it unjust; to the one who does not keen his bargain or 
the others who do? * ^ 

Tho others who do.—A. To that I agree. 

That is a contract to bo carried out among tho railroads as among others, unless 
against public policy. Now, of course, the thing wo have in mind in our in<|niries 
here is, where will the shippers or general public come in? If this pool makes an 
unreasonable rate an<l the law permits them to sustain that contract, then the geuei'al 
shipping public is at a disadvantage; and the jiroposition is that the Interstate Com¬ 
merce (Jommission should come in and say whether those rates are right or not. If 
they are fair and reasonable, then your coutrai^t between railroads is just as good as 
hotwoen you niid me or any others.—A. I never heanl any railroad nien ever object 
(hat parti(5ular proposition you are now mentioning; nor would I. 1 think the 
p(»wer to determine whether a rate is reasonable or nnronsouable is now lodged in the 
('oiumerce Commission, and should continue there. It is not the point of 
clillerenee. Tho Interstate Commerce Commission wants the power to make a rate; 
not to declare a given rate unreasonable, Imt to make a rate, and that is the real stress. 

(tourse, if there are any unreasonable rates in this country there should be a posi¬ 
tive and sn in mary power to abolish those rates; hut now when you come to the other 
Muestion as to the agreonient to make reasonable rates, not to make unreasonable 
ri»t 08 ,1 do not see why that agreement should not continue until the Interstate Com- 
inoiCO Commission or the other body should have hoeii sustained by the courts; but 
prevail rates, I do not say for a minute that such an agreement should 

BUT THERE ARE NO UNREASONABLE RATES. 

Q- (By g{mator Mallory.) As tho practical working of tho interstate-commerce 
law 18 exhibited to us now, that would practically amount to the railroads fixing 
noir own rates for a number of years?—A. Perhaps, Senator, you have heard of 
nroasonable rates somewhere; I do not hear of any complaint any where over the 
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Q. The testimony is that there are no unreasonable rates to snealr nt 

hose have all disanneared. % “ “ow.-A. 


Those have all disappeared. 

Q. The point. 

Interstate 


point is, it is a fact that we can not get a decision on an appeal fro 
Commerce Commission inside of 2, 3, or 4 years, _ A. Therefore I 1 

sTi'Afif nrnnArfT' f.hsi <Ti‘AafAuf. TkmnAi>f*r nf ._v ... ^ '^0 


the 

not 


think this great property, the greatest property of this country, ehonld Ua 
to the injury that resiiltH from that delay. I think it. is a great deal betterT^**^ ** 


a little longer to get the (|ueetiou decided for them, 
which the country lives—its industry. 


We are dealing with tha^ oif 


MAKE THE INTEHSTATK COMMERCE COMMISSION A COURT, WITH LIFE TENURE 

Q. My inquiry was made to elicit a suggestion, if possible, of any way of expedif- 
ing this thing. No one wants to take advantage of the railroods. ff the Interstate 
t’ornmerce Coniniissiou sbouM decide unjustly, it would be declared an unjust deci- 
Hion and the railroads should be vindicated, and vice versa. Hut the great difficulty 
v/itli anything of that kind is the treiuemlous delay.—A. I have en<Ieavored to makn 
a Hiiggestiun. My suggestion would bo to make tbe Interstate Commerce Coinmis- 
siou a judicial body; nut I want to put iu a caveat there, subject to constitutional 
(iilliculties; there is a serious matter there. Kveii if it required a constitutional 
ameudruent, I would make the Interstate Commerce Commission a judicial body 
appointing its officers for life; and I would let that body determine; and then you 
have a judicial determination, and it would not expose ns to the delay you have 
mentioned, and I think everybody would agree to that. 

Q. (By Mr, C. J. IUrkis.) That would involve that all of tlie members of tbe 
commission should be lawyers?—A. Not necessarily; not at all. I think they would 
all have to have, or should have, the jadi<dal attribute of judicial fairness. 


THE LINK BETWEEN PUBLIC AND PRIVATE CORPORATIONS. 


Q. Yon made a distinction some timeago between public and private corporations, 
and intimated that the railroads, telegraphs, and corporations of that kind weio 
public and that all manufacturing corporations were private; tbe suggestion has 
been made many times here that acorporation, such as tbe American Sugar Ktdining 
Company, which 1 have taken as a special example, that manufactures at>out 90 pci 
cent of the output of sugar, according to the testimony given here, so affects the 
interests of tbe public that it should be considered a puldic corporation. The com¬ 
petition against that is no more vigorous, it is suggested, tbantheconipetitiou against 
railroads and telegraphs, and therefore any restraints put on railroads might very 
projierly apply to any iiianufaotjiiriug company that controls so large a proportion of 
tbe manufacture in any one line as that, for oxainplo. Can yon draw the linesliarply 
between public and private corporations?—A. J think I can. I think tbe American 
Sugar Retining Company is not a public corporation. At tbe trust conference I see 
it reported that Professor Clark, of Columbia, said that combinations might deal 
with the competition of all the mills that were built, but can not deal with the com¬ 
petition of the unbuilt mills. Notwithstanding Mr. Jlavcmeyor's greater familiarity 
with the matter, I venture to say Mr. Arhnckle will cut some ice'^ if bo luis not 
done it yet, and yon will find that if tbe American Sugar Refining Com]>any doc.s 
not keep down the price of its commodity to a reasonable point, Mr. Arhnckle will 
find great success in that department of bis inckistry. The natural law will work 
bettor than tbe interference of positive legislation. 

RIVALRY BETWKKN CORPORATIONS AND INDIVIDUALS. 

Q. With reference to the degree of pnblicity that should be given to a corporation 
like the American Sugar Retining Company, I understood you to say tdiat much 
publicity would bo unfair on account of the fact that it would have rivals whose 
atfairs would not bo made public. What would you say if there was a general law 
providing that all corporations should be given an equal degree of supervision; it 
would not be unjust then?—A. I am not speaking of rivalry between corporations, 
but between corporations and individuals engaged in tbe same business. 

Q. Yon think it would be impossible to exercise tbe supervision over the indi¬ 
vidual! A. You could not do that; yon have no right to do that. If a man is not 
violating the law you can not in({uire how bo is investing in's property here and 
there, and that is all that inquiry means. Yon do not go and call on a person and 
ask how his health is; but what they owe, what they have, and how they made it. 

THE DB\T5LOPMRNT OP BUSINESS WILL BREAK ALL FETTKJtS. 

Q. Do you think if at the present time there were si|Gh rigid laws it would drive 
capital out of tbe corporate lorm into tbe hands of men acting as partners or private 
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Indivirtnftlsf—A. I do not know that it would. I mu not equal in ingenuity to the 
task of determining how the positive growth and development of business is going 
to meet the embarrassments and fetters which legislators are trying to put on it, but 
it will. It will come in some way or other no matter how many embarrassments are 
put upon it; it will come in time. 

NATIONAL INCORPORATION LAW lINMtSIRABLK. 

Q. (By Mr. Farquhar.) There is some testimony before this commission looking 
for a remedy in the corporation laws of the States, wliere in so many States it is 
impossibie to attain uniformity, and the suggestion has been made and somewhat 
of an argument made before this commission that a national incorporation law 
ought to bo passed for the regulation of all manufacturing and otiier companies 
engaged in interstate commeriie; have you any views on a question of that kind?— 
A. I have, very decided. 

Q. We should like to hear them.—A. It is an unnecessary law and therefore a 
harmful one; that is my judgment; it would be a harmful one. 

tj. Would it be your opinion that Congress had the power under the Constitu¬ 
tion?—A. Under the present Constitution 1 do not think it has the power at all, 
cxc^ept as to the matters pertaining to interstate commerce. How far the courts 
may go in extending that term I do not know. 

Q. llo you think it would come under the general-welfare clause of the Consti¬ 
tution ?—A. I do not understand that the general-welfare idauae—notwithstanding 
the great Chief Justice Marshall—confers any independent grant of power. I think 
the general welfare is the purpose for which the express powers are to be administered. 

(j. lint there is no positive authority conferred on Congress to frame laws cover¬ 
ing-A. Not independent, because if that were so, we should not need any other 

Constitution. If Congress were to he the judge of the general welfare that would 
end it. Von might as well say, in the first place, “Congress is hereby created to 
legislate for the general welfare of tho public,” and stop there. That would be all of 
your Constitution. 


ADVANTAGES OK COItPORATK, ORGANIZATION. 

If the commission will permit me, I think perhaps it is proper that I should call 
your attention to what I tliink is the best statement of the purpose of a corporation 
in this country. It is found in Mr. Cook’s treatise on the law of corporations having 
a capital stock (4th cd.), volume 1, page 21, ^ 6, as follows: 

“In large enterprises tho partnership has boon found to bo clumsy, dangerous, and 
iusnilicient. If unsuccessful, it lirings ruin upon all of its members, because each 
p.irfner is liable absolutely for all debts. Any member may bind the firm by his 
contract, and each one has an equal voice in deciding its policy. Its capital and 
credit, and conseriiiently its amount of business, are limited necessarily by the capi¬ 
tal and credit of a very few men—the members themselves. The death of a member 
or the transfer of his interest dissolves the linn. Any member may arbitrarily 
cause a dissolution at any time,and the insolvency of a member renders tho partner¬ 
ship property subject to levy of e.xoctition for his deiit. Upon the death of a part¬ 
ner the surviving partners have the sole charge of winding up the business, and the 
executor of tho deceased partner is not allowed to come in. A partner may with¬ 
draw hie money only at a sacrifice or by long and expensive proceedings. He c.an 
not conveniently sell his interest or borrow money ui>on it. New partners can not 
readily or sately be admitted. 

“The partnership is restricted in its capital, dangerous in its liabilities, n.arrowin 
Its oxclnsion of new members, too free in its mode of making oonlracts. and too con¬ 
tracted in its opportunities for withdrawal. It is becoming obsolete as a mode of 
didng bnsinoBS on a large scale. 

“ In a corporation all this is changed. The memiiers are not liable for the debts. 
I'he amount already invested may bo lost, but the private fortunes of the stock¬ 
holders are not involved. The bnsineas is done and contracts made not by all, but 
;.v a select few called directors. A large civpital is created by the union of funds 
Ironi many sources. A persou may safely invest in many enterprises and yet not 
take part in the management nor watch tho business of any one of them. The lead¬ 
ing spirit in an enterprise may hold a majority of the stock and may admit asso¬ 
ciates, employees, or strangers as holders of a minority of the stock, and yet he will 
retain the management as though he were the single owner of the concern. Persona 
“'“‘y huy into or retire from the enterprise. Dissolution is not brought about 

by the death or withdrawal or dissatisfaction of a stockholder. The insidvency of 
“ ®*'"®^h"'iler does not affect the business of the corporation. Upon tho death of a 
stockholder bis executor votes his stock and has a voice in the continuation of tho 
business. A stockholder may sell or pledge his interest readily and intelligibly by 
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reason of the leports, dividends, and market quotations of his stock. The 
tionisa |trutectiou in that the liability is limited; it la capable in that 
possible fbe collection of a great capital; it iaetticieut beoaim tbe directors'm!a 
they alone, govern its policy and its contracts; and it is convenient because H is 
easy to sell or boy or pledge or bequeath one's interest in the concern. 

^*The advauta^ras of incorporation are set forth in the Law Quarterly Review for 
April, 18{»r> (p. iHo), as follows: ‘riicorporation secures first of all the benefit of 
limited liability. It further jircservos the continuity of the partnership uuaifecte<l 
by the death, lunacy, or bankruptcy of tbe members, or by other contin^ncies. It 
minimizes the dangers of a dishonest iiartner by restricting the agency of the direct¬ 
ors in articles of which all persons ilc^aling with the company have constrnotive 
notice. It facilitatos dealing with the shares of the partners by sale, mortgage, or 
settlement. It affords greater facilities for borrowing, more particularly for raising 
money on debentures. A sharehohbir who lends money to the j:ompany is not at the 
disadvantage of being postponed to other creditors as an ordinary partner is who 
lends to the firm.’” 

Testimony closed. 


Washington, 1). C., October 19, 1899. 

TESTIMONY OF MR. ELBERT H. GARY, 

J'resutt'iit of the Federal Steel Conij aiiii. 

riie commission met on Thursday, October 19, 1899, Senator Mallory presiding. 
Jiiilge Albert H. (Jary appeared at 12.10 p. m., and, being iluly sworn, testified as 
follows: 

Q* (Hy Mr. .Tknk8 .) What is your full name?—A. Elbert 11. Gary. 

Q. Your address?—A. New York. 

Q. You are president of the Kcderal Steel (.'ompany ?—A. 1 am. 

rROPKUTIE.S AND UUSINKSS OK THK FEDERAL STEEL COMPANY. 

Q. Will yoli In- kind onoiigh to explain to ns the nature of the busineRH done by 
this company and the different companies that were brought together hy its organi¬ 
zation?—A. The Federal Steel Coinpan.v is the owner of all the capital stock of the 
Minnesota Iron Company, the Illinois Steel (’ompany, the Lorain Steel Company, 
ami the Elgin, Joliet and Eastern Railroad Company. The Minnesota Iron Company 
is the owner of about 150,000 acres of iron-ore property. It is also the owner of the 
capital stock of tbu Duluth and Iron Range Railroad Company, which is a railroad 
connecting the ore ])roperly of the Minnesota Iron ('ompany, located principally on 
the Vermilion and Mesaba ranges, with Lake Superior at Two Harbors and Duluth. 
The Minnesota Iron Company also owns the capital stock of the Minnesota Steam¬ 
ship Company, which owns about 22 steel vessels running on the lakes. The Minne¬ 
sota Iron Company is also the owner of very large ore docks at fwo Harbors. The 
Lorain Steel Company has a manufacturing plant at Lorain, Ohio. It is engaged 
princip.Tlly in tbe manufacture of steel girder rails for street railways, and also to 
some extent in the inanufiteturo of steel hillets. It is also engaged in the produc¬ 
tion of pig iron, producing about 500,(XX) tons of pig iron per year. The Lorain 
Steel Company is the owner of a terminal railroad at J.oraiu. I should say that the 
Federal Steel Company is also the owner of the capital stock of the Johnson (’om¬ 
pany at Johnstown, Pa., which formerly lielongod to the Lorain Steel Company. 
The Johnson (Join])any of .lolinstown is engaged principally in the manufacture of 
frog switches and crossings for street railroads—these complicated crossings which 
yon see on the streets—and is also engaged in the manufacture of electric motors, 
etc. The Illinois Steel Company has plants at North Chicago, West Chicago, South 
Chicago, Milwaukee, and Joliet. It is engaged in the manufacture of pig iron. D 
produces about 1,509,(KK) or 1,000,000 tons of pig iron per annum. It is engaged in 
the manufacture of steel rails, billets, plates, rods, merchant steel, etc. The Illinois 
Steel Company is also the owner of the capital stock of the Chic^ago, Lake Shore 
and Eastern Railway Comjjany, which connects its plants in Chicago and South 
Chicago with various railroads running into or near Chicago. Thii railroad runs 
down into Indiana; it is a terminal railroad, hut a pretty extensive railroad. Tin- 
Illinois Steel (..'ompany is also the owner of large tracts.of coal property in Pennsyl¬ 
vania and West Virginia. It is also the owner of iron mines in Wisconsin ami 
Michigan. The Elgin, Joliet, and Eastern Railroad Company is called the Outer Bolt 
of Chicago, It rnus from a point on Lake Michigan, ip Indiana, around Chicago 
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about 30 miles from the center of the city, to a point on Lake Michigan at \A'auhogaii, 

1 11. Neither the Federal Steel Company nor any of its ennstituent conipanieH has any 
monopoly of any line of hnsiness, nor does it seek any. Its plan is to produce and 
deliver finished products at a minimum expense. It takes the ore from the ground, 
transports it, manufactures it into pig iron, inanufautures the pig iron into steel, 
and tue steel into finished products, an<l didivors tliese products. The Outer Belt, 
of course, crosses every railroad which enters Chicago. 

ECONOMIES OF CON8OLIJ)AT10N~KRWEK OFFICERS. 

Q, Will you explain to us briefly what are some of tho economics that have been 
made by bringing together these diil’erent companies engaged in different lines of 
work?—A. Th(!re has been cjuite a considerable economy in the management of tho 
office. That applies more particularly to the employees or officers, whohave received 
larger (tompensation in the aggregate than they are getting at the present time. It 
does not apply, of course, to the lahoriug men. 

(^. Would you mind developing that u.Tittle further—going further into detail? 

Q. (By Mr. Fahcjuhar.) Have there been many displacements of the skilled 
employees, or do you maintain your works?—A. I would not say of skilled employees. 

Q. Skilled officers?—A. We are looking for skilled employees all the time. 

Q. Skilled officers?—A. I might say skilled officers; tne officers have been fewer 
and the aggregate of salaries has been less. 

Q. (By Ml*. Jknks.) The aggregate of salaries?—A. Yes. The number of skilled 
laborers has been somewhat increased, and the amount i)aid skilled laborers has 
been increased, and we are looking for more all the time. 

THE AMAL<1AMATED ASSOCIATION. 

Q. (By Mr. Farquiiar.) Are your skilled men usually members of the labor 
organizations?—A. Some of them are and 1 think some of them are not. 

Q. Ak^ you controlled in any way in tho payment of wages by the Amalgamated 
Iron jiinl Steel Association ?—A. I think perhaps in the past, at least, the question 
li;i.s been inlluenced by those associations. Since the organization of the Federal 
steel Company there lias been no difficulty of any kind between any constituent 
eompauios and tho lalM)rers. Wages have boon advanced at different times, hut the 
qnesj ion has been decided on its merits entirely; the result has been reached by con- 
lenuK'es, and everything has been satisfactory so far as I know. 

Q. I'or this year has the scale of the Amalgamated Association been presented to 
you as an officer, or anyone under you in the Federal Steel Company, for signature?— 
A. No srale has been presented to me; indeed, it would not be presented to me, 
Subslinitially every <{uestion that comes to me for advice i omes to me through the 
presidents of the different companies. I :ini inclined to think that, in some cases, 
tho officers of some of our companies have agrctal to what you call the scale, the 
Amalgamated scale. 


officers DISPRNSF.O WITH. 

(By Mr. Jenks.) Can you toll us, specifically, how much tho increase of wages 
has been in any of those different-companies?—A. It has been, on the average, about 
11 ) per cent. 

Q. Does that apply also to railroiids?—A. Yes. 

You said that a number of administrative officers could he dispensed with; can 
you give us any more definite information as to the amount saveii, or the number 
whoNO places were no longer needed on ac< onnt of the amalgamation of the eonstit* 
nent corapaniesf—A. As an illustration, the Illinois 8teel Company had a president, 
a first vice-president, a second vice-president, and a general sales agent, and several 
assistants. The office of one of the vice.])re8ident8 and tlie position of general sales 
agent were dispensed with. The two railroad companies each had a corps of officers, 
and now the officers of one are the officers of the other. 'I'hat principle applies in 
alJ the companies on down the line until you get to the skilled laborers, and there 
there has been no change. 

Q. The saving has been th<m almost entirely on the higher officials of these differ* 
ent companies?—A. Yes, in the higher officials entirely. 

PUTlTNa THE different COMPANIES IN CLOSE TOUCH. 

Then there has been a material advantage in dollars and cents resulting from the 
fact that the management of the Federal Steel Company is in close touch with all 
the business of all Hie companies, knowing the wants and the prices of each of the 
companies. For instance, tne Lorain Steel Company may desire to purchase steel of 
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• certain kind; the Illinoie Steel Compaiir majatstha ti 
very elau ofsM ; the reeult ia that &e managemlitottte wll?® sell ti . 

bringa about that sale or piirohaee or puta thereto of’^» **tecl Oni.L? 

cloee toncb. ao that the sale ia made to*^the Imrt iS 

lUnstration of the vartoua kioda of baaineae •’*“8* of both. Tlmtii?''' i ®* 


“olyoiie 


*acH co^smvMHT coMPaxr Ma:tao«p 
a mattOT of fact, the hnsinew of each of these separate comnn ■ ■ 

eiltiwh intlependeilt/y; tbeinmisSkel Company wonfd sell directly 

iwleiwhikiit comm, aav of its products to the Lorain Steel Companj'f-A. 7'cnn. 

iillVy yt's; each oflo looking out for Hu ow/i interost HS wtie^ as if the ownership (»/■ 

the capitiil stock uas in eatiroly differcDt bauds. 

Q. Why should they look out for tbeir on'ii interesis iu thatwayas much as if the 
stock wore in tii/ferciit Jiiimlaf Why would it not be advantageous for the Illinois 
Steel Company to seij at a relatively low rate to the Lorain Company, if they are 
t<» share in tlie profits!—A. The Illinois Company has no interest in the 
Lorain Company any more than if it were an in«iopeiiuent company, owned by 
otimr persons. Each company is aeeking to make the very host record it can for 
itself. 

Q. As I understand yon, the stockholder of one are the stockholders of the 
other!—A. That is true; but that has no inllnence whatever on the management of 
the different cotnpanies. 1 am frefiuently called upon myself to settle disputes or 
differences arising between the different companies. 

The Illinois Steel Company and the Lorain Steel Com])any are purchasers of 
iron ore of the Minnesota Iron Company!—A. The Minnesota Iron Company sells a 
large proportion of its product to the Illinois and the Lorain steel companies; not 
<|Uite half, perhaps. 

Do they buy all their ore from this company!—A. No; the Illinois Steel Com¬ 
pany buys more outside ore than it hays from the Minnesota Iron Company, for the 
reason that the Minnesota Iron C'ompauy mines a very high grade of ore—the very 
best Hessemer ore—and the Illinois Steel (.'ompany can take a i>art of that Bessennu' 
ore and mix it with cheaper ores purchased outside and produce a good qualit; of 
iron. On the other band, the Minnesota Company can sell its proportion of higlier 
grade ore to outside parties at a higher price; and the location of ores, which deter¬ 
mines freight rates, also has an influence on this question. 


RAILKOAI) AXI> SHIPPING INTKKKSTS. 

Q. Is the ore shipped entirely iu tlie vessels belonging to the company!—A. Not 
entirely. Tho carnage capacity of these vessels is about 2,00d,(>00 tons. The Miune- 
Bota Iron Company will probably produce next year more than 3,500,000 tons of ore. 
The Duluth and Iron Range Railroad Company will carry more than 4,500,000 tons 
of ore next year. 


THK CONSTITUENT COMPANIES PROTECT EACH OTHER. 

Q, You say the different companies are managed entirely independently, but there 
is what you might call a community of knowledge between them as to the relative 
wants of one another!—A. It comes to them through the Federal Steel Company 
largely. 

Q. Would that knowledge be rendered so efficient, that one of these companies— 
say the Illinois Steel Company—would not he allowed to suffer from the lack of ore, 
because it would be assured of getting its ore at all times from the Minnesota Iron 
Company!—A. Both are protected; the Illinois Steel Company is protected by the 
fact that it may get all its requirements from the Minnesota Iron Company, and the 
Minnesota Iron Company is protected, on the other band, by the fact that it may 
secure customers in the Lorain and the liliuois Steel Company. 

Q. So the officers of the Federal Steel Company, by furnishing information from 
time to time to these companies, may be assured that all the plants are kept running 
to the best advantage!—A. If the companies need ore it is furnished them. 

Q. So long as it is more for iheir advantage to sell any part to outside parties it 
is done; but that would never go so far as to stop work for some one of these com¬ 
panies on account of lack of material!—A. No. 

DIFFUSION OP KNOWLEDGE. 

Q. Ton have mentioned these two sorts of economy—the saving in administration 
and saving through accuracy of information as to the, business. Do you recollect 
any other sorts oxeconomy yon make with this organization!—A. In the number of 
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officea; in the methods of doing business. For instance, I do not care what plant 
one goes into, there are beneBcial features in that plant that are not in other plants 
In talking with any ®^6rt in any branch of the Imsinoss, information is receiveii 
that will be benehoial If applied or given to an oiiicial perhaps very reniob'lv 
lo(^ated: and, of course, the effort is to utilize to the very best advantage every- 
thing that is a beneht in any particular plant, or any ideas or knowledge or infer- 
inati^n that one person has that another has not. 

PER CENT OP TOTAL PRODUCT MADE UY THE PEDKUAr. STEEL COMPANY. 

Q: 1^?^® ‘•'® f®**®"}! ®*®®1 Company in no one of its lines of activity had 

any thing like a monopoly of the product of the country. Could yon tell us the per- 
((jutJige of the output m some of these hoes—say the line of steel rails—that the Fe<l- 
oral htcel Company has through its companiesf-A. The Illinois Steel Company 
liroduces about 33 per cent-30 per cent-of the steel rails that are produced in this 
country. 

Q. With reference to girder rails used by the street railways, about how much of 
the output of that product do you control?—A. Kxenso me i'or interrupting you 
ihe lllmois Steel Company, 1 should like to say, is also the owner of large coke 
works III Pennsylvania, and produces a very large ijiiaiitity of coke. It will produce 
next year about 1,500,(XK) or 1,600,000 tons of coke, I think ^ 

CJ. Could you tell aboiit what percentage that is of the total production of the 
loiintiy?—A. 1 do not think lean; I am inclined to think you are better posted 
than I with reference to the total production of pig iron, lint if yon know what that 
from which yon can get tlie desired information. 
Ihe Illinois Steel Company and the Lorain Steel Company proliably wiU produce 
next year about 2,000,000 tons of pig iron, possilily a little more. I presimie the 
total production of pig iron next year will he at least M,«)0,000 or 15,000,000 tons- 
])erluip8 you know better than ]. It probably roqTiires, as a near onous:li estimate^ 
about 1 ton of coke lor 1 ton of pig iron; thcrelorc, if tlio total production of coke 
111 xt year will be 15,0(K),000 tons, it will be easy to ascertain what percentage of 
(;oko tlio lllinoiB .Steel Company will produce. 

INI'I.l LNCE OF THE FEDERAL STEEL (!OMPANY OVER THE CONSTlTtJENT COMPANIES. 

(J. (Hy Mr. KENittniv ) Is this arrangement yon speak of, between the Lorain 
the Illuiois Steel Company and the Minnesota Iron Company by 
Whicli Ihe Lorain and Illinois steel companies arc assured of raw material all th'o 
Iliac and tlie Minnesota iron Company is assured that tliey will take its product 
an ai-iangemonl liy contract between themf-A. Tliere is no arrangement of any 
kim between these companies, directly or indirectly, expressly or impliedly, or 
111 - , i®"®™* *'®®' Company, of course, is aware of the reonirementsof tlie 

Illinois bteel Company, and has more or less influence on tlie action of the officers 
01 tlio ditteront companies; and if the Illinois Steel Company is desirous of pnr- 
ciiasiiig iron ore it purehascs it from the .Minnesota Iron Company direct. It gets it 
,last as cheaply as it can, and the Minucsote Iron Company gets just as large a price 
as It can. I hey deal at arm’s length between themselves. Of course the officials 
or tlio niamigoment of the Federal Steel Company know tlie situation and have an 
nii"cii™i" bringing these p.-irties together, sayingto one or theother, “Perhaps you 
11 . 1(1 better do so and so; hut there is no n iiderstanding between these companies. 

H- Can the lederal Steel Com]iany direct them to (lo so and so?-A. In tlie same 
« ay as you, as the principal stockholder of any corporation, would direct theart'airs 
ai„, I 1 “® otlior. For instance, I have no doubt some very largo 

8 to( kholders of the New York Central Kailroad Company who are not on the diree- 
*“® of the company, and yet technically they have 

notbing whatever to say about it. 

come to pass that other steel companies tlian these two offered the 
, n 1 liighcr price for its raw product than tlieso companies 
sell to the highest Mddef ***“ result?-A. The Minnesota company would 

loL i.^IV* **‘®®®. two constituent companies of the Fedoial Steel Company would bo 
iclt 111 the lurch?—A. They would shift for themselves. 


DOBS NOT TKY TO RKSTRICT COMPETITION. 


, Q. (By Mr. 


the ew.:’.,— 1 'arquiiar.) Could yoii give this commission the reasons that impelled 
■is ti r •*® properties to form this Federal Steel Company, so long 

conir,„^„.,„T*’'i” cooperating features in their business? Was'itastock 

A I l,.,i "oplytoget the stock together and keep down competition, or what?— 
derived ' ?I'oe“'''ore(l to give in a slight degree some of the benefits that iiavo been 
eu. It was for the purpose of taking advantage of these benefits, I think. It 
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wjiB in no iimtanco intended to keep d(twn competition. There is no possible way 
in which the Fedcnil Steel Company or any of it^^ constituent companies could keep 
down competition if it <lesired. It is in the field; it is an open business fight all the 
time. Our I'ompany has never attcmpte<l to bay the capital stock of any companii^s 
for the pur])ose of getting these companies out of the compotitive field. It is not 
our plan at all. The plan is to have a knowledge of the whole business, and to have 
control of the companies who do the business from the beginning to the end, so that 
if there is any protit in auy line, in any part of this line of business, we shall have 
the benefit of it. 


METHOD OF ORGANIZATION—CAPITALIZATION. 

Q. Was it an original pnr<';ha8o when this Federal Steel Company got the stock of 
all these companies or the properties of all those companies?—A. N(); the Federal 
Steel Company made an arrangement with J. I*. Morgan & Cb. whereby J. P. Morgan 
& Co. agreed on their part to deliver to the Federal Steel Company the stock, or the 
majority of the capital stock, of these difi'erent companies on a certain basis, and the 
Fe^lcral Steel Company on its part agree<l when the stock was delivered to give in 
exchange for it the stock of the Federal Stt el Company. Now, perhaps in that con¬ 
nection 1 < ould make a litth' plainer what Mr. Stetson intended to say, if you care 
to have me. Perhaps 1 am more familiar with the transaetion than he is in souk^ 
respects, Mr. Stetson was the I'ounsel of J. P. Morgan & Co., ami they were the 
managers of a syndicate, so calh d. I am not quite so familiar with tliat branch of 
the business as ^Mr. Stetson, but I am more familiar with the value of these prop¬ 
erties which the Federal Steel (.’oinpany was interested in. The Federal Steel 
Company has an authorized capital stock of |2(X),()(X),000—$100,(XK),000 preferrcil 
and $100,000,000 common. The amount of capital stock actually issued is about 
$53,0(K),000 of preferred stoidv and about $16.000,(XX) of eomiuou stock, making about 
$99,(KX),000 issued—a little more than that, but not quite $100,000,Ot 0. The actual 
book value of the plants and properties, not including the cash, of these con.stitnent 
companies, was about $15,000,(M)0; the cash on hand which these companies had was 
about $10,000,(MX)—making $.55,0()(),()00. Tliero was an increase in the value of these 
properties, being largely in lamis, amounting toalxnit $30,(X)0,(X)0—a little more tbaii 
$30,0(X),000,8ay $3l,()(K),6()0~making a total of $86,000,000, which was estimated to be 
the actual value of the properties of these constituent companies. Now, the Federal 
ytcel Company said to .1. J*. Morgan & Co., If yon will give ns the 8to<;k of thes«* 
companies, and with it $14,07“),(MX) in mon<?y, making $10l.),000,(X)0 in all, we will give 
you $100,000,000 of the capital stock of the Federal Steel Company—$53,(XM),000 in 
preferred and $46,000,(X)0 in common. Then J. P. Morgan & Co. entered into an 
aiTangomcnt with—I am not <i}iite so familiar with that perhaps, but an arrange¬ 
ment with the syndicate, wlnueby the syndicate agreed to furnish such part of 
this .$14,075,000 as was not furnished by the stockholders of the constituent com¬ 
panies. 'I’hen J. P. Morgan kV. Oo. gave to the stockholders of tlioso constituent 
companies the privilege of bringing to them thoir stock, together with their propor¬ 
tion of cash, and receiving in exchange stock of the Federal Steel Company, which 
.J. i*. Morgan & Co, received from the Federal Steel Company. Now, in making that 
trade, the Federal Steel Company issued its stock and obtained In exchange $14,075,- 
000 in cash, besides the stock of these constituent companies, which represented 
property of the value of about $85,0(X),0(K) or $8(>,(M)0,0()0, including about $10,000,0(X) 
in cash. The stockholders of the constituent companies received for their stock— 
and by the payment in cash, in the case of the lilinois Steel Conqiany, of $20 in 
money with each share of stock, and in the case, of the Minnesota Iron Conipanv, 
of $27.10 in money with each share of stock, and in the case of tlie Klgin, Joliet 
and Eastern Kailroad Company, of $17.50 with each share of stock--the stock of 
the Federal Steel (.’oinpauy, about 1 share of preferred and about eight-tenths of 
a share of common. In making this exchange and doing this business X. P. Morgan 
& Co. made a profit of about $200,(X)0; I'will not be exact; they paid all the 
expenses, including about $40,000 for incorporation fees to the State of New .T«T8 (\v. 
So that, you see, in the case of the Federal Steel Company—not comparing it with 
any other company, but with companies generally, perhaps, or at least with some 
other companies not nece-ssary to mention by name—the Federal Steel (^onijian.v 
instead of issuing for each $100 one share of prefern^l and one share of common, or 
a little more of trie common, to the syndicate managers or promoters, issued only a 
sufficient amount of preferred and common stock of the company to make nj) actually 
the valno, what was considered to be the actual value, of the property of the con¬ 
stituent companies; and instead of issuing a lot of surplus common stock issued 
only about eight-tenths, or 80 per cent, of coinmon stock—common stock eijnal to 
about 80 per cent of the preferred stock. Instead of paying a very large price for 
promotion fees or whatever it may be called, it paid practically nothing; compara¬ 
tively a small sum. . 

Q. (By Mr. Jknks.) You mean this contract with J. F. Morgan & Oo. was sucu 
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that J. P. Morgan & Co. receWe<l something like two or three hnnilro.l thousand 
dollars proht in their trade?-A. Not that for jiroinotion purposes: they naid a 
largo Biini, ot course, for expeiiHos. ^ ^ 

THE CAPITAL STOCK ItlhPUKSENTS TJIK ACTUAL VALUE OK THE PItOFEKTIKS. 

y“" sii'* t'xfo were, ou the whole about 
nnnnnn .'’“'"f’^‘“-“00,000 in cash, and then $31,000,000, you said, increase, 
that $31,000,(W 18 not clearly brought out. Why did not that ajfpear on the books 
111 the acconntingf—A. l,ct me give you some iilnstrations: The Illinois Steel Com¬ 
pany bad coal property in Peiiiisy vania-Connellsville coal property. It was ou 
the books at just what it cost. Ihero was one jiarticular tract of I,i;i2 acres esti- 
luated to be worth about $500 an acre. That has recently been sold for about 
.$1,000 au acre—that is one piece. The Illinois Steel Coiupany had one iron 

trim om 01 ^ 0 . '*««'■ '>"'«red 

$000,000, all cash. Iho Illinois Steel Comjiany has in the neighborhood of 3 . 5,3 

acres of land within the city liniits of Chicago that cost a noiniiml sum compared 
with Its present value. Ihe Illinois Steel Company has nut made money doing biisi- 

■'“t it l‘a« made considerable moiiev 
•I'l iom owned property winch has been increasing rapidly in value. 

Ihe Minnesota Iron ( ompany has one mine that we estimated at the time of this 
organization to contain about 25.000,000 tons of ore; on a basis of 25,000 000 tons of 
ore, therewas a value in it over and above its cost of, say, $10,000,000 or ^15,000,000 
7 "T!"* .'."'"‘“tigatrons have shown us that there is at least 

7a,(K)0,000 tons of ore in sight. 1 hat is only one of a number of pieces. That applies 
to a great many diftoront ca.Hi*s ot lucreaHe in the value of property. 

(;. Von had these dill'ereiit properties examined by experts and aii estimate pnton 
I liei", the book accounts examined also by experts; and then, as regards this siirpl ns 
me le.ise, that was added by these experts who were making the valuation; so the 
capitalization, as you have put it in here, was all on the basis of their estimate of the 

A. That is right. Dilferent examinations were 
m.ide for this reason: in tlie hrst place, the f'etleral 8tocl Company was desirous of so 

fot the properties than they were 
. il r^l ","'*^"‘***7,’ t“ *he second place, the stockholders of the other companies were 
Ollcred the iiriviloge ot exchanging their old stock for new stock in the Kederal Steel 
( oiiipany. Now when they took stock in the Federal Steel Company they not only 
dis, I’topcty of their own company, but were advantaged bv the 

s.idMintage of the other companies; and they were Joaloiis of one another: and 
.11 h one examined very carefully by committees the jiroportios of the other com- 
l)anit‘8. Jt Wilt good-natured autagonism. 


IIIK CONTRACTS WERE PUBLIC, 

icn',, !r companies that wont into the Federal Steel Com- 

e f foriL",;'.® publicity among the dilferent companies as to the amounts 

A *,“i ’ properties of the other conipaiiiosf—A. Absoliitelv so. 

was iMibUc'^?— a'* Yes'*'**^ “aturo'of the eoiitract-that 

(7 So that the contract between the Federal Steel Company and J. P. Morgan & 
If (1 “ **** ^l^oukholders, and practically open to the publicf—A^ Yes 

■lenni .d 11 > > h«n, Morgan A, Co. and the Federal Steel Company 

ae Ii.el tbase propertiesf-A. No; tlio Federal Steel Coinpaiiv acquired all the 

c Ao7„ „tii?'‘A' “™V'i A «<>• th« capital stock of 

.1 ‘ companies, and then the Federal Steel Companv acquired the stock 

I ttjcHo coiiipanieB from .J. 1^. Morgan aV Co. 

Iiirniijl^n Hay this matter was entirely public; perhaps you can 

riiish ns with these eontraets, so wo can make it perfectly detinitef—A.* I think so.' 

II ulcinlstccl Company with J. P. Morgan & Co., syndicntooianagors—Agreemont-Datod September 

0) 1898.] 

a™, portion I***' •’y™'' FolrralSteel Companv 

' atTOleonipanv*'') n irtv of lhi*sAf ’''f 3t.nto of New Jersey (hereinafter eallwl tlie 

■irtcr ciilitwi fi./A ‘I ' P‘, the nrst part, and J.P.Morgan & Co., ot tho oitv of Now York fhoroin 
Whereas Ui,?8te.d'p mAL™7'“*7'‘^ "! psrtlM of the second part; 

isi.vlialf is 0 nor ‘,.,1 ";S»'nM"l with an anthorized capital ot $ 2110 , 000 , 000 , of which 

l ei lilieatoof stwik and onc-hnlf Is eonimon sleek, »» shown by the 

of Septembw ^iTs^of whi .1 eoinpany, winch was recorded in Hudson County, N. J., on tlieOth 
' idue of ^100 eaS Ibr »k(IOO in ciish^ apd "f t**® P»r 

to'^irehS or to "lA®' ■'V ""’““s »f »n '"sue of ha capital stock, 

0 or to acquire oertuia property necessary for the business of the steel company, and to par- 
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(.'AN CONTKOL CONlSTITUKNT COMPANIES THROUGH THE ELECTION OE DIRECTORS. 

Q. I -wisli to HO back again to the (|ne»tion suggested by Mr. Kennedy a little 
while ago as to the relations e.xisting between the Federal Steel Company and these 
constituent companies. 'I’he Federal Steel Company owns all the stock of these 
diH'erent companies; the Federal Steel Company then, of course, directs or makes 
the (dection of the directors of each one of these dift'erent companies. It does elect 
dinmtors in those different companiesf—A. Well, of eonrbe, it is a stockholder. 
'I’liat is practically the effect; that would be the result in the case of a contest. As 
a matter of fact, one share of stock is kept in the hands of each director of the 
different companies; that has to be done under the laws. They will elect their own 
directors; we do not have to bo present. 

Q. Simply incase of acoute.st you would control?—A. Of coarse, we would control. 

EACH CONSTITUENT COMPANY LOOKS OUT KOR ITSELF. 

Q. I wish to go back to the example suggested a little while ago. If the Minne¬ 
sota Iron Company could makea better contract with an outsider than it couldwitli 
the Illinois Steel Company, as you said, it would sell to the outsider?—A. That 
would not be the result. You see what the practical result would be. Assuming 
that the Illinois Steel Company offered $2..50 for ore, and the outsidec offered $2.60, 
the Minne.sota Iron Company would say to the Illinois Steel Company, you must pay 
ijr2.60, and the Illinois Steel Company would be forced to pay that price rather than 
shut down its mill; that would be the practical effect. 


itri l>iisiiic88, the 8toel compiiny lia-H ile^ired, aii« now neeins it iiuporiant, to mnmrc me iwsmuiiito 
h) (tiM.iMjration of J. V. Morgan Sc Co., bankers, of the city of New York, wiio, up<m the tornis of 
lis iigreoment. have remlered thoir assistance to tiie iindertakiug, and Jiare tieuscntcd to endeavor 
1 (orm a avudicaie to nrovwie $14,075,000 in nniney, for tlie purposes of the steel coiiii>any, and to 


chase or to acquire tho i»ropcrtv or 8t<M?k of certain companies owning, mining, inamifacturing, and 
lu’otincing materials necessary ftir the business of the steel company; and 
Whereas, at^*r careful inveatigatiou and appraisement, the board of directors of the steel company 
havt! ascertained, afijinlgcd. anddetttrmineil that the value «if the property and stock so to be acquired 
is c*iuiil at least to the par value of the stock of the steel company to l?e issudl thereftir; anil 

Whereas, in order to obtain such property and smdi stock for the necessary purposes oi its corpo¬ 
rate luisiiiess, the steel company ha-s desired, and smw deems it huporlant, to^ secure the as^sistunco 

this 1 

to bUlH U SyUUIUtEEAJ IV |r|vvm«5 .p i-»,v • c', vvv »« w..v y»- - • .'“i-’’.:'.i 

enable it to acquinj the property and tho stock of certain other companies hereinafter set forth; and 
Wiiereas J. V. Morgan Sc ('o. ^ave aided anil are willing to eoutiiiue to aid tho steel company by tly 
formation of such a .syndicate for such purposes, but only upon condition that a contract be made in 
the terms hereof; and , . 

Whereas the outstanding cafdtal stock of tho Minnesota Iron (..ompany consists of loj.OOO shares, 
of Die liar value of .$100 each; Illinois Steel Company consists of ISC.SOO.a*) shares, of tho par value of 
$100 each; Elgin, Joliet and Eastern Itailway Company consists of 60,000 shares, of the par value ol 
$100 each; ' 

Now, therefore, in consideration of the premises and of Dio sum of $10 to it m hand paid by Mes-si H. 
J. P. Morgan Co., the receipt whereof is hereby acknowledged— . , l .x. u 

I. The steel compivnv covenants and agrees to and with J. P. Morgan Sc Co., acting in behalf ot a 
syndicate*, substantiallv as follows; 

If on or before December 15.189d, J. P. Morgan Sc Co. shall make, or shall cause to be made- 
fa) A transfer of not less than two-third-s of the shares of the capital stock of each of the following 
companies, viz, Minnesota Iron Coin|>any, Illinois Steel Company, and Elgin, Jollot and Eastern 
Railway Company; and 
ft*) A payment of $14,075,6 
gaii Sc Co., or to such persona s 

the preferred stock of the now cimipaL.,......•, -i 

and, in addition thereto, such preferred stock to an aggregate amount eijiuvalont ti.) the snrreuaer. u 
shares of constituent «'.orap:inie.s. estimated at rates of exchange severally and respectively as follow.^: 

One and three hiindreii and flftv-tivo oiio-thousandths shares of preferreil stock of tho new company 
for each share of the Minnesota tron (/‘ompany; 

One share of such preferred stock for eacli share of the Illinois Stool Company; 

Eight hundred anuseveuty-flve one-thousandths of one share of such preferred stock for each sharti 
of tlie Elgin. Joliet and Rastorn Railway (Company; 

II. Messrs. J. P. Morgan Sc Co. agree In good faith to use their best etforts and influence towani 
111 Ingiug about such transfer and iiayineut, and, In behalf of the syndicate, agree tlio$, as a part oj. 
and in connection with, the proposed transaction, and conditioned upon Iho ci.uaiimmatton tlicns'l, 
any and all shareholders of the Minnesota Iron Company, of the Illinois Steel Company, and o« th?' 
Elgin, Joliet, and Kastorn Railway Company, upon the surrender of thoir shares to the symln at<‘ 
(to'’’i'ther with a cash payment as hdvinaft-er niquired), shall have fair and reasonab.o opportiimt.v. 

a jieriod of at least ten days, to acquire and to receive, from the syndicate, preferred stock auu 

imoii stock of the i^‘^le|•al (Jompany on tho following basis, viz: . , 

Each share of Minnesota Company (on payment by it of $27.10 in cash) fo receive i:»5$ per cent m 
preferred stock of Eederal Company anil 10k4o per cent in common stock of Federal Company. 

“Each share of Illinois Com]iaiiy (on payment hy it of $20 in cash) to receive 100 per iient m 
forred stock of Feileral (Jompany and 80 per cent iu'eommon stock of Feileral Company. _ 
“Each share of Elgin Company (on ]iayinert by i t of $17.50 in cash) to receive 87^ per cent ni 
ferred stock of Federal Company and 70 per cent in comraon stock of Federal (Jompany.” 

Such acquisition of new stock is to bo etfecteil by a deposit of the constituent shares with, ami luc 
making of the cash payment either to, (ho Colonial Trust Company, New York, or to the Old Ool<>".v 
Trust Company, IJoslon (as ea*di depositor shall elect), in exchange for transferable receipts, upon tiic 
surrender whe^f shares of the new company are to be delivered so soon as the same are ready. 

It is understood that until tho consummation of tho transaction intended and indicated under jy' 
cle I hereof, all deposits of shares and all payments in conuectidii therewith under this Article 11 siui 
be subject to the control of J. P. Morgan & Co. ^ . x. « v * « .nr uf 

XII* Messre* J? P. Morgan & Co., with the approval of Roswell P. Flower and of Robert Bacon, or o 


’5,000 in cash, the new company thereupon will is-HUO to Messrs. J. P. Mot 
ms and in siic-h proportions as may ho indleati?d hy them, 56,806 shares ol 
now company and 4.54,265 shares of the common stock of the new cooipany. 


for 
common 
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Q. (By Mr. Kkstnedt.) Suppose it could not afford to pay as much as an outsider 
would offert—A. It would have to take care of itself. If, as a matter of fact the 
raanagenieut of the Illinois Steel Company was siu^h that it said, “ VVe will pay $0 50 
and no more,” it would shut down the mill. The Minnesota Iron Company would 
not take the $2.50. ■' 

DIP NOT UNITE COMPBTINO CONCERNS. 


Q. (By Mr. Jenks.) Now, inasmuch as there has heen so much talk with reference 
t.o ti UBts and trust organization in connoction with corporations, would you explain 
to UH clearly wherein, in any particular, this differs from the old trust organization * 

In tliat the ..on working stock of the diflorcnt comiianies was put into the 

hands of the trustees, so far as the practical workings are concerned, is there any 
diliercucef—A. You refer to the Standard? 

q. We will say the Whisky Trust, the Standard Oil 'I'rust, ami the Sugar 'I'rust. - 
A. The Federal Steel Company does not own the capital stock of any companies 

wliich were in com)ietition in any line of hnsincas one witli the other. I .. 

stand tlie Standard Oil Company—now, of course, I am not stating any secrets or 
giving any knowledge that is peculiar to myself, because I have none. I only state 
what I assume from the public reports in the iiewspa pei s, and I assume them I o lie cor¬ 
rect. I understand that the Standard Oil Coiiipany purchased i'roni time to time 1 lie 
ca|iital stock of different companies who were in competition one with the other and 
tliat to a degree, at least to some degree, it thereby estahlished a monopoly or 
olitaincd substantial control of the business. If that is so, tliat would seem to nie to 
bo a trust, within the meaning of the word as commonly understood. I do not 


c-illirr id' them, may pay any and all eipouaca directly or indirectiv cnnncctcd witli, or precedent to 
Ilie..i);iuii7,atinn of the steel company; ami in case of any such pavnieiils they shall bo entitled til 
(loflm ujie anio^unt tmireof from llte i-ush p.i.yablo to tlio sti ol i-onijiniiy under th’iH contruet. 


niM 11 itivuiutucs I.IMIUIV HI HIC CAlfUt OI IIIOII' HeVOnil SUOSeript 10118. 

lliis Hjrn'oineiit ami any aKreemont in imrsnance thereof are ami .sliall be strictly inter parlt's- and 
no sttickbolder of the MinnesotH Company, the Illinois Company.or tlio f:i<nn Company hIihII I»o 
( l.'oiiietl to have Hii,v rights thereunder. Ah fo any and all such stockhohlerB any riglitH sliall he onlv 
ihose set tortli jii circularH to he is.sued i..iviting depositH. ‘ • 

In wiincBH whereof tlioso preaeuts have been duly oxocutpil by the iiarties hereto the (lav ami veur 
nist above written. 


Attest: 

Chakles UacVeaqh, Secretary. 


Federal Steel CoMrANv, 

Py Benjamin Van Dyke, rn-xUienf. 


.1. P. Morgan tt Co. |l. s.) 
drtiny in behalf of a Syndicate. 


'io thr shat eholders of the. Minnesota Iron Company, TUinois Steel Company, Elqin, Joliet and Eastern 
Undinty Company: 

I’lii siiant to arrangements made by a syiulicato for an exchange of nhare-s of the ahovorii.ained com- 
I'BiiK hir flhiire, of the Kedoriil Steel Company, the miderHigiicd give notice that in behalf of such 
HMidnalo they are eaidi prepared to n'ceive certiticateH for any eiich shares for purpose of hu< h 
f'xi'luiiiDe on the fulluwing basis and subject to the following coiiditious, viz: 

Kacli existing almni of Aliuueaota Iron Coiiiiiauv (uiioii jiayinent thereon of the sum of $27.10 in cash) 
lo I'c entitled to l.il.'iS shares in preferred stock of Finleral Steel Company aud 1.084 shares in common 
■•'lock ot I'ediTul Steel Comnany. 

bach existing share of Illinois Steel (^mipaiiy (upon pavment thereon of the sum of $20 in cash) fo 
"e enlitled to I share in pniferred stock of Federal Steel Company ami eight-tonths of one share in 
“aiinion stock ot Fi'dernl Steel Company. 

, ''' *!!\^'’^>t'lf'^hareof Klgin, Joliet and Eastern Knilway (Company (upon payment thereon of tiio 
nil ot $17.o0ca8h) to Im) entitled to seven-eighths of one share In jireferretl stock of F^eral Steel 
-miipiuiy aiid seven-tenths of one share In common slock of Federal Steid Company, 
hhiires of the Minne.sotii Iron Company, the Illinois Steel Company, and Mie'Elgin, Joliet and 
Las ern Itailway Company, to insure participation in this arrangement,' mu.st ho deposited with eii her 
a iiieundersigned trust companies not later than October 1. 1898, subject to the ahove-meutioned 
oAHi, payment in resiiect theret.o, and such cash payment must he made td the same trust company not 
latcrlhan October 10, 1898. ' 

lDinshT.abIe receipts will bo issued for deposited shares, and the cash payment, when nnule '' ill 
oe iiotcii (,i, Huch receipls. 

1 he coiisnimnatlon of the p^>po8ed arrangements is dependent upon its acceptance bv holders of at 
1 St amount of the shares of each of the three eimstitueui companies. ‘ 

„ .! t arrangement shall not be carried out, the deposited shares and the cash iia v 
ill r returned upon surrender of our receipts. 

TV L*deposit must he assigned in blank and must have proper revenue stamps attached, 
nifintl!''m‘1" Federal Steel (Jouipany are of the |»ar value of $100 each. Suitable cash settle- 

delivery of the new stock iu respect to fractions of shares of such 

stock accmlng to any depositor. 

Colonial Trust Company, 

Si. Paul Buildii^, iSi Broadtoay, New York. 

Old Colony Trust Company, 

Amee Puildiny, Washington Street, corner of Court, Boeton, Maes, 
M«w York and Boston, September 10, ISOS. 
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fni*" l-'iy ae capital stock of one of the railroad companies 

in WasliiiiKtoii and also tho capital stock of some manufactiirinn establishment in 
Washington yon woiiid thereby lie establishing a trust. Indeed, the laws of Illinois 
expressly provide that a manufacturing company may own tho capital stock of a 
railroad company which connects with its manufacturing plant, the idea being that 
one 13 ot beiieHt to the other and the public is not injured by any such purchase or 
control of interests. Now, as 1 said before, we have endeavored not to run counter 
and not to be antagonistic to the spirit of any law of any State; we are not attemptino 
to control prices; we are not seeking a monopoly; we have been oll'ered the capitaT 
stock or the properties of a good many different inaniifactiircrs engaged in our line 
Ot business, but wo bavo not entiM’tiiined any |iropositiou at all. 

Q. The question IfaH to do simply with tho general form of control. Tlie }>oard of 
directors ot the 1-edoral Steel Company is iu siicli a position that it could, incase 
oi emergency, practically <lirect the actions of eacli one of tlie'constitneut members 
and that was supposed to bo the purpose of this organization when it was forme<l ?~ 
A. I hat is and it is lairto say that the oftlcers of these different corporation.^ 

presidents of the constituent conqianiea, ai'o in verv close communication with me 
an<l listen to my advice from time to time. 


THR RISE OK PRICKS. 

Q. Can you now give ns briefly a statement regarding tlie course of prices in tho 
le^iding prodiKde of the Federal Steel Company from a ])oriod a year or two per¬ 
haps, before tho formation up to tho present time?—A. I can give you some 
of those prices. Wo all know that jirices in manufacturing linos have materially 
advanced during the last 9 or 10 months, and imleed Ido not know that that is 
c.ontiued to manufacturers. I tliink that is true of the general business of the coun¬ 
try. I know it is true of the hotels. The [irice of pig iron about a year ago was 
say, $11; at the present time it is about Notwithstanding we produce a very 
large (|uantity of pig iron, we have not proclaimed suOiciont to supply our own wants 
and have purchased during the last (> months a good deal of pig iron; wo bought some 
the other day, some of our companies; we bought, we will say, 150,000 tons of pig 
iron at about $22..50. Coke a year ago was about $1.50a ton to one of our companiO' • 
our companies have to bUy considerable outside coke at the present time; wo are 
building some ovens now. They were trying to buy some eoko not long since and 
were asked $2.50 to $3 a ton for it. Kails, which are one of tho largest products of 
the Illinois Steel Company, a year ago wore selling at $18—very much too low; for 
3 years rails sold for v<Ty inueh less than they could he produced for; for the last 
3 years they have been doing business at a loss, a large loss. They are selling now 
at $33, and, of course, you will s^e at a glance there is not very inneli profit in fhat— 
that is, if pig iron must bo bought at $23.50 <*a8b. It costs something like $8 or 19 
a ton to convert pig iron into rails, and you have got nothing left for your invesl 
ment; and the iuN estment, of cour.se, is v^ery large. 

EFFECTS OF ( ONTRACT8. 

Q. It is a case where special advantage came to the Federal Steel Company in 
having its own supply of ores f—A. Yes, certainly, 'fhe contracts lor ore were made 
la.Ht year at a low prii'c, and yet, I suppose, when tho price is made for next year, 
tho Minnesota Iron Company will get some benefit. It can not be possible that 
these other prices of finished products will obtain without the prices of ore increas¬ 
ing correspondingly. A year ago lake freight rates were 80 cents, anil now they are 
$1.25. Onr people have contracted for, say, 1,200,000 tons extra, at about $1.20 
to $1.25. 

Q. Well, you bud made your contracts earlier for ore. Had you also made con¬ 
tracts for the supply of finished materials, so that tho real prices you ai^ getting 
now are not tho representative market prices?—A. About two-thirds of it, probably 
less; from one-half to two-thirds. Over half, mostly, nearly all of the capacity for 
rails was contracted at the low figure. As I say, the price of rails was abnormally 
low. The average priime for rails for tho last 9 years was $25, and for the last *3 
years. $18; $25, when pig iron is worth $10 or $12, is a fair enough price. 

Senator Mallory. Should you prefer to go on with your testimony and finish 
now?—A, I do not think it is very material. If it is just as convenient, I should be 
glad to get through and go back, but I am perfectly willing to stay. I tliink we are 
willing to give stockholders or the public any information concoruiug our business 
and our books and our profits. 

The commission took a recess until 2.15 p. m. 
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2.15 1-. M. 

Senator Mali/>ry. The commission will resume its session. Mr. (hirv is on iho 
witness stand. ■ ' 

WAGES INCREASKD—SALAUIIW DIMINISHED. 

• *?.■ I should like to you with rcferenoe to the course of wa«cK 

III these different coiupanios that have btHtu orgamzeil into the Federal SteolConi- 
l«nv from a little tune before the orgaiiizatiou up to date. If you can give us any 
specific facts on the tpiestion I shall be glad to liave them.-A. All the compaiiies- 

coiistitiient companies, so called—together emiiloyed in August 1899 •>! men T„ 

WiW *l,.I9,I,4o019. For the year that would be $1(1,721,402.28. The aveWe price 
jiaiil common laborers m August, 1899, was $1.70 eacli. Tbe increase naid cnnmVon 

(Witness introduced comparative statement.) 

(hmimratm Maieriimt of nnphyees, am! wages received Im same, of the Federal Fteel Com 
pang s conetHueiit companies for the months of (Mober, im, and Augast, 1899. 



Number of <‘mployees. 

1 Averagt' daily coin- 
j pen.satioii. 

1 Total monthly coinpensu 


Ooto- 

btT. 

1898. 

August 

1899. 

I'er 

cent 

in- 

creiLst' 

Oeto- 

IXT, 

1898. 

Au- 

1899. 

I'er 

cent 

in- 

crea.se 

October, 

1898. 

August. 

1899. 



— 

— 

- - - 


— — 

— _ 

_ 

oflictTs and clerks 









jit boadtjimrlcrs ... 
OcTuml su{)(‘rintcmi- 

291 

308 

1.76 

$5.27 

8-1. 91 

6.26 

frl6, .525.69 

$-15,6^52.03 

cncc. 

Skillinl laborers. 

foitiinon laborers_ 

Miners (not inflnd- 

571 
7,405 
8,076 

r);i9 
H, 581 
9,879 

11.32 
15. <.)2 

22.32 

2.95 
2.32 
1.47 

2.97 
2. .5.3 
1.70 

.68 
9.05 
15. Cl 

50,628.30 
616,69'.). 80 
356,778.97 

56, 732.10 
661,349.06 
;303,616.96 

iiig tho.s4! in Con- 
iicll.svillocokLMlls* 

1,168 


9. 


1.96 

14.62 

53,20.s.]5 


All employees of the 




74,879.00 

.’^oiitinvestorn Con- 
iicIlsvillctAikeCo.. 

1,200 

1.173 

3 . 2.7 

1.49 

1.74 

16. 78 

Tbi, 739. .57 

61,222.06 

Grand total.... 

18,717 

21,8.59 

16. 79 

1.92 

2.13 

10.91 

1,077,680. 48 

1,393,460.19 1 


I’er 

I’cnt 

jn- 

crease. 


12. Of) 
20.00 
41.16 


M). 73 
13. 93 


iotiil luiiimi] wages paid umploycc.s on ba-sis of August, 1399, ro]l,$Jf.,721.-102.23. 

.1 I understand from that, then, something I did not tin- 

I i. her officy‘>'’''fl^‘h'"t"upiiy, that your ofliceis, or the officers of thesecompanies 

some fit "'hye'’s and reduced the salaries ; that is, we replaced 

panic’s 1 were "'*1® or separated from thi com- 

were rcplaceii with other men at \em salarien. 

..ml' .1 Mf- Jenks.) Do 1 iinder.staiid that you alxilisheii some of the higher-priced 
"fhcem as we 1, and that would tend to lower the general average ?-A ¥ 0 ^ 

PoitimiH that were'llft 7-A^ Na 

the whni’!/'^?' ?? evidence that you decreased 

WcM l,v r service by lessening tbe number of employees ?—A. 

"■ I II, by reducing also the amount of compensation. 

CONSTITUENT COMPANIES PKAl, WITH EACH OTHEIl AS INPEPENDENT. 

Hit's iiiakim/'.m ‘''•™"«H"iPut between these .lifferent compa- 

paiiv for io t (ximpany by whicb, sav, the Illinois Steel Coin- 

ffirfo f(^u-PHuy aiid say, “We can make a 

they could take thafwork?-! No"Company make them the figure at which 
Q. They would not—would not make any exceptions?—A. No. 
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BONDED DEBT AND CAPITAL STOCK OF CONSTITUENT COMPANIES. 

Q. Has the Federal Steel Company a bonded indebtedness?—A. Yes; I beg your 
|)ardon; what is that question? 

Q. Has the Federal Steel Company a bonded indebtedness?—A. No, it has not. 

Q. (By Mr. C. J. ITaiikis.) Have any of tlie companies a bonded indebt^ncss? — 
A. Yes; most of them; the Lorain Steel Company has no bonded indebtedness. 

Q. (By Mr. FAHqi-nAR.) Has there been made any guaranty of these bonds by 
the Federal (Company?—A. No. 

Q. Tlien the separate companies take care of their own indebtedness?—A. Yes. 

Q. (By Mr. Kennedy.) Does that lionded indebtedness affect the stock of the 
Fcileral Steel Company?— A. No, if 1 understand your question; if I comprehend 
your question. I do not know whether you mean to ask whether it affiT^ts the sell¬ 
ing value, the market value, of the stock, or not; it so, that is a queslion I can not 
answer. If anyone can tell what determines the value of stocks on the stock 
exchange, he knows more about the situation that I do; intrinsic values do not 
control values there, selling values, I think, as a rule; now I will not say as a rule, 
but always. 

Q. (By Mr. Jenks.) What is the amount of the capital stock of each of these dif¬ 
ferent companies?—A. Actually issued or authorized? 

Q. Berhaps you can give them both just as well.—A. Well, the authorized capital 
stock of the Illinois Steel Company is $50,000,000; the stock actually issued is in tlie 
neighborhood of $18,650,000. The authorizeil capital stock of the Lorain Steel Com- 
liany is about $9,000,000, and the amount issued is jierhaps $5,000,000; I would not 
attempt to be accurate. The issued capital stock of the Jlinnesota Iron Company is 
about $16,500,000; the authorized capital stock is very much larger, but 1 have for¬ 
gotten the exact amount. The capital of the Elgin, Joilet and Eastern Itailroad Com- 
pany is about $6,0(X),000 or $7,000,000. 

Q. The authorized you say there?—A. No, the issued, imd perhaps authorizerl. 
For the other companies, I do not know that I could state it offhand; X have for¬ 
gotten ; but I can furnish these figures if it is necessary. 

SIdlemaii, funmhfd hitfr, xhiunju; tin' wdkorizi'il rapilnl xiocks of the geirral eongiitnnil 

ooinpciniex of Die Federal Fleet ConijMin/, algo ihe amount of game iggttcd to Oclobee 

mo. 


Ntirae of compiiny. 


Authorized Amount 
eiipilal stock. itwued. 


Minnesota Iron Co. 

Illinois Steel Co. 

Ellfin. Joilet nnd Eastern Kwy. Co. 
Lorain .Steel tlo. (of Ohio): 

Common. 

Preferrts!. 

Lorain Steel Co. (of Pennsylvania) 


S20.0(X),00() 

.•iO.tKItl.OOO 

( 1 ,( 100,(100 

(i,(KI0,000 
H, 000,000 
3,000,000 


910, fiOO, (KKI 
18,(160,(1(0 
6,000,000 

6,000, (Oil 
8,000,000 
8,000,000 


ty The Johnson Company you do not know?—A. The Johnson Company’s capital 
stock is about $2,000,000. 

Q. Now, as to the bonded indebtedness of these companie.s?—A. I can give them. 
The Ixmded indebtedness of the Elgin, Joilet and Eastern is about $7,000,000; the 
Illinois Steel Comiiany about $13,000,000, and the others together, all of them, about 
$5,000,000. 

Q. That is, the Minnesota and Ixirain?—A. Yes. 

Q. About $5,000,000 altogether?—A. Five or six million. 

y. (By Mr. C. J. Harris.) About $25,000,000 in all?—A. In round numbers. Of 
course, when I spoke sometime ago about the actual value of these different properties, 
I meant the actual net value over and alKive the lionded indebtedness; for instance, I 
said the book value, not including cash, was in the neighborhood of forty-odd millions; 
that was over and above the bonded indebtedness. 
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Slatemenifumithed hier showing the oiOslandvi^ issues of mortgage bonds of the constUueru 
companies of the Federal Seel Ompany, October 20,1899. 



Total. 

Less, held by the is¬ 
suing company or 
by one of the constit¬ 
uent companies. 

Balance 

outstand- 

Bate of ma¬ 
turity. 

iRate 
! of 
inter¬ 
est. 



By issu¬ 
ing com¬ 
pany. 

1 By constit¬ 
uent com¬ 
pany. 

han^ of 
public. 

Minnesota Iron Co.'s properties. 

j 






Duluth and Iron Range R. R.: 

$6,734,000 

5,000,000 

600,000 

$2,000 

600,000 

490,000 


$6,732,000 

1,000,000 

10,000 

Oct. 1,1937 
Jan. 1,3916 
Mar.1,1917 
or before. 

P.ct. 


$3,600,000 








12,234,000 

992,000 

a3,600,000 i 

7,742,000 

1 





Illinois fitcii Co. 







Convertible 6 per cent debentures 

2,959,000 

1 

! 

7,000,000 


660,000 

c2.909,000 

6,900,000 



Original Issue.$C,^,000 ' 

Paid off in 1899 and 

retired. 3,241,000, 

Nonconvertible 6 per cent deben- 

100,000 

Apr. 1,1913 






9,969,000 : 

7,417,000 

1,600,000 

100,000 1 

j 

50, (KK) 

9,809,000 

7,417,000 

1,500,000 



ElRin, Joliet and Kastern Jtwy., 

May 1,1941 

$100,000an- 

nually. 


Ixiniin Rteercb. (of I’ennsylvanla), 
formerly Johnson Co. (of Penn- 

1 


6 

' Oridnanssue (161^ $8,000,000 
Paid off and retired. 600,000 





31,110,000 

1,092,000 

3,660,000 

26,468,000 








a These $3,600,000 of bonds ore ownc(\ Ijy the Minnesota Iron Company 

6 Tliese $60,000 of bonds are owned by the Federal Steel Company. 

(■of those $2,909,000of bonds $37,000 have been called for redemption,but liavo not yet been pre¬ 
sented for payment. 

MORE FEDERAL STEEL STOCK MAY BE 188UKI>, BUT NOT FOB LESS THAN PAR. 

Mr. C. J. Hakbis. I was not quite clear in regard to your testimony this morning 
relating to the organization of this company. I understood you to say that you mid 
$100,0W,(X)0 in the Federal Steel Company’s stock for certain things. You dia no 
say what was done with the remaining flOO,(XX),000?—A. It has never been issued. 

Q. (By Mr. Jenks.) It is within the power of the directors to issue that stock at 
any time they see fit, for the purchase of any properties, or for cash?—A. Yes, or for 
rash; 100 per cent on the dollar; not otherwise. 

Q. It must be issued that way?—A. It must be issued at 1(X) cents on the dollar 
for every share of common or preferred. 

Mr. C. J. Hakbis. I did not know but that went to the promoters. 

Q. (By Representative Livinoston.) How is that stock issued?— A. That has been 
issued? 

Q. Yes.-A. About $53,000,000 of preferred and $46,000,000 of common. 
niVIDENDS. 

Q. Do you mind saying whether you have paid any dividends on that or not?— 
A. We have paid dividends on the preferred; we declared a dividend on the com¬ 
mon stock, and the payment of that was enjoined by some small stockholder who 
bought a little stock—^perhaps for the purp^, I do not know—on the technical 
ground that dividends on common stock could not bo paid until the end of the 
year. Therefore there has bmn no dividend paid on common stock. 

Q. (By Mr. Jenks.) Has the money been set aside esiiecially for the payment of 
this dividend?—A. It has been. 

Q- (By Mr. KENNEnv.) What dividends have been paid on the preferred stock? 

Q. (By Mr. C. J. Habbis.) Regular quarterly dividends, or not?—A. Yes; quar- 
S-Oa-68 
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terly dividends—li per cent, two times. The dividend on the preferred stock was 
also enjoined, but, on hearing, the court modified that, and in December, I suppose, 
naturally, two dividends will be declared—that is, 3 per cent, making a total of 6 
per cent for the year. 

Q. (By Mr. Jenks.) Is the preferred stock cumulative stock?— A. It is not. Six 
per cent noiicumulative. 

PEnERAL steel’s CONTROL OP CONSTITCENT COMPANIES—IN'NO SENSE A TRUST. 

Q. (By ^presentativo Livingston.) What control and what power of direction 
has Ae Federal Steel over the several boards of directors of the companies forming 
the Federal Steel Company?—A. It has no control whatever directly. It has the 
same control indirectly that any stockholder of any company has. If, for instance 
you were the holder of all the stock or a majority of the capital stock of any corpo¬ 
ration you would ultimately have control of that company. If your directors were 
elected for a term you could not get control until the term expired, and if their 
action y,m not satisf^tory to you, naturally when the time of election came you 
would place in position a power, a directory, that was satisfactory to you, so that 
indirectly, or ultimately, you would have the control of the affairs of the company. 
The Federal Steel Company has that control over all these constituent companies. ‘ 
Q. How many are in your directory of the Federal Steel?—A. Fifteen. 

Q. Do these 15 men control the majority of stock of the company?—A. I should 
say no; not by a large majority; they are large stockholders, most of them. 

Q. Before liecoming directors of the Federal Steel, did they control the majority 
of stock of the several companies?—A. They did not; not by a good deal. Some of 
them were small holders, if they were holders at all in the old companies. 

Q. Here is the very question that lies at the bottom of this. What necessity was 
there to form the Federal Steel Company when your own directors did not have the 
control of the 4 suliordinate companies and do not now control their real opera- 
tions—their business management?—A. I have already said they do ultimately con¬ 
trol these other companies, because, owning the stock, they have the right at election 
time to select the directon'. It is for the interest of the Federal Steel Company to 
own the capital stock of tliese companies just as it would txs for our interest if you 
had a wagon and I had a horse to form a partnership so that we both should have a 
wimon and a horse. 

Q. In other words, the preamble of your articles of incorporation ought to have 
read something like this; '‘In order to forjn a more complete or better union of the 
interests of these several companies, we hereby agree to form the Federal Steel Com¬ 
pany.” Would that cover about the requirement?—A. That is a very happy way of 
expressing the idea, at least. The Federal Steel Company—coming back to the ques¬ 
tion you started—I think, is in no sense a trustee; they are in no sense of the word a 
trustee of the stock of these companies; the stock is not held by the Federal Steid 
Company in trust. It is no more a trostee than you are a trustee of the stock you 
actually own in a corporation. There is no arrangement whereby the Federal Steel 
Company is to hold that stock for the benefit of any corporation; it is absolute owner 
and controls that stock just as much as you would it you as an individual owned it; 
no difference; no secret arrangement about it; no private understanding about it; no 
pool or any division in any way of business, buMness interests, or profits. That is 
strictly correct. 

Q. In other words, you would put it in this very form—that were it owned by one 
person, this one person might own four different interests and control them as much 
as you do now with your Federal organization?—A. Exactly. 

Q. The stock of these several companies is regularly voted by the directors of the 
Feileral Steel?—A. As I said this morning, it would be in case it was neo^sary. Of 
course, if I supposed the holders of a great interest of stock would not elect a director 
that was satiMactory—capable, honest, and intelligent—I would make it a point to 
attend the meeting myself, and, voting the stock of the Federal Steel Company, elect 
a director that was satisfMtory. That question, practically, will probably never 
arise—I should not think it would. Human nature is such that these people will 
take care of the interests of the stockholders of the Federal Steel Company. 

EHOPERTV AND REVENUES OF THE FEDERAL STEEL COMPANY. 

Q. (By Mr. Kennedy.) You have direct control over the earnings of all these 
companies, have you not?—A. No, except in the same way; we have no control 
whatever. 

Q. You declare the dividends?—A. No; they decla^ their own dividends. The 
Federal Steel Company gets its dividends on this stock just as you get dividends on 
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your stock in the company. If the Illinois Steel Company has money which is avail¬ 
able to pay dividends, the directory of that company will declare dividends to the 
stockholders of the company, and the Federal Steel Company, being a stockholder, 
will get that dividend; and the same is true of the other companies. 

Q. (By ^nator Mallory.) What revenue has the Federal Steel Company outside 
of that, if it has any?—A. Well, the Federal Steel Company, you know, in making 
this purchase, insisted upon the 114,078,000 in cash. It has that in cash—114,078,000. 
Then these other companies have in cash about $10,000,000. In arldition to that the 
Federal Steel Company has made some increase in its holdings in the purchase of 
coal lands, and has obtained a very fine profit on that. 

Q. It has invested some of this $14,000,000 in coal lands?—A. Yes; or in the stock 
of a corporation which owns and will operate the works on tlie proiierty. The 
amount thus invested is or wili be propably $2,000,000, and the property is suppo.sed 
to tie worth several millions more than it cost. 

Q. And it has a revenue from that, has it?—A. We shall have; quite large. 

Q. Now, how are the salaries of the officers of the Federal Steel Company paid— 
from their eaniings? The Federal Steel Company, you will remember, owns the 
caiiital stock of these companies.—A. That is it; and also gets interest on the money 
it has, and will have, I hope, a very fine income from this coal property, which is 
lieing developed and being improved. 

Q. (By Mr. Jknk.s). At present, then, the property of the Federal .Steel Company 
i.s in these three forms-^art in mines, part in cash, and the rest in stock in these dif¬ 
ferent companies?—A. That is right. 

Q,. And it has an income from these three sources?—A. Tliat is right. 

ULTIMATE CONTROL OF A MA.IOKITY STOCKHOLDER. 

Q. (By Representative Livingston.) Suppose one of these independent companies 
rcfii.ses to obey any action of the Feileral board of directors, what recourse have 
you?—A. Not any, until the next election. 

Q. Well, do you admit that they are independent, and at the same time they are 
subject to you in that way?—A. Well, not subject to our ordei's. They are absolutely 
independent. 1 said this morning you might ask that question of the New York 
Central. Bnppose the ofiicials of the New York Central should do biLsiness iu sucli a 
way as to be unsatisfactory to tlie Vanderbilt family, what would Ixi the re.sult? At 
the enil of the year the Vanderbilt family, or the stockholders, whoever they may 
be, would elect a directory that would lie satisfactory, but in the meantime they 
would lie helpless. Suppose you own a majority of capital stock in some corpora¬ 
tion and you elect a directory for a year. What are you going to do in the meantime 
during that year if that directory do not do business satisfactorily to you? 

Q. Suppose you wait until the election comes, and then elect a directory in one of 
these companies, and the stockholders in that company refuse to acknowledge the 
directory that you have elected. Then what are you going to do?—A. The Federal 
Steel Company owns all the capital stock of that company. 

Q. Yes. Now, then, how can you say they are independent? 1 sec how it is; it is 
a wheel within a wheel; I see it.—A. Suppose you owned the majority of the cap¬ 
ital stock of a corporation; the presiding officer of this commission owas a minoriW. 
Now, you get together at your annual election and you elect Professor Jenks and Mr. 
Harris and myself three directors of that company. We are in alisolute control of 
that company for a term, although we do not own more than one share of stock each. 
You own a majority of thecompanyandyoucannotdoanything. We do as we please. 
You sit by, and at the end of the year you put in a directory that is satisfactory to 
you; but it is not really a practical question, liecause Mr. Harris and Professor Jenks 
and myself have only one share, and if we are men of any sense or any honesty we arc 
not going to disregam the wishes that you and the presiding officer of this company, 
who are the real stockholders, express. 

NO mss BY NOT MERGING THE CONSTITUENT COMPANIES. 

Q. Now, let me ask you a practical one. Why did you not mold these four into one 
to control it as one?—A. I am inclined to think it is better to leave it as it is. 

th You do not mean to say that you could run these four companies as cheaply as 
d they were all molded into one?—A. Yes; I think so. We simply j^ive what are now 
omcers of these different companies a different name, but their services are required; 
there are no superfluous positions, no positions of mere honor; they are working men; 
the president of each of these companies is a hard-working man. If he was not a presi¬ 
dent ho would have to be a manager or something else, and the vice-president would 
liave to be assistant manager. They have no extia men. 
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Q. You just call them by different names after you have them combined. These 
officers—presidents, and so on—are stockholders in the Federal Steel Company?—A. 
Yes; most of them, if not all of them. 

Q. (By Mr. 0. J. Hahris.) Do you have the same directors in each one of these 
subordinate companies?—A. No. 

KE.AMO.VS FOR rNCORPORATI.Nd IN NEW .IKHSEY. 

Q. (By Mr. Jenks.) Are there any other points that you would care to bring out?— 
A. The Feileral Steel Company was incorporated in New Jersey because the laws of 
New Jersey seemed to give all the power and authority that were absolutely needed. 
Now, as 1 came from Illinois, for instance, I should nave been glad to incorporate 
the Federal Steel in the State of Illinois, if it had lieen practicable; but by the laws 
of Illinois, for instance, a manufacturing corporation is not aUowed to hold or own 
the capital stock of other corporations, wdth some exceptions—one, at least; it may 
own capital stock of a connecting railroad company—but if the Federal Steel had 
been incorporated in Illinois it could not have helil and owned capital stock in the 
corporations in Minnesota, mining companies, etc., ship companies; and then in New 
Jersey the amount of capital stock which may lie obtained is unlimited, whereas in 
Pennsylvania and West V^irginia and other places it is limited. So far as I know, 
there is no provision in the New Jersev law winch may be used to the disadvantage or 
prejudice or injury of a stockholder. If there is any such, I am not aware of it—Imean 
rightfully. It was suggested this inorningthattherearcfakecorporationsinNew Jersey. 
I have not the shadow of a doubt that there are immoral, illegal practices imder the laws 
of New Jersey; but the same is true of other States. Some of the worst corporations 
and some of the worst cases under corporations have been perpetrated in Illinois and 
other States—no doubt about that. Certainly the Federal Steel Company, or anyone 
interested in it, had no intention, in incorporating in New Jersey, of obtaining any 
rights that were not absolutely honest. It certainly had no disposition, and none of 
its officers since have had any disposition, to conduct the business of the company to 
the prejudice or without the knowledge of the stockholders. We have sometimes 
been, I think, unreasonably annoyed by inquiries from stockholders, our stock being 
largely distributed; still, we have endeavored to take the pains to give such informa¬ 
tion as we had—all the information we had—to the stockholders, and lie respectful, 
and give them every opportunity to know exactly what is Iieing done. 

PUBLIC KNOWLEIIOK IS THE NEED. 

As I have perhaps said before,.! did not quite agree with some of the gentlemen 
that the affairs of a large corporation should lie kept secret. I think the great bene¬ 
fit, if I may tie allowed to state it—I think the great benefit to be derived from the 
law under which this commission is appointed, and the action of this commission, is 
in ascertaining fully all the facta which are so much in the public mind, and dis¬ 
tributing the knowledge and information which they receive. That is what is 
needed; that is what the public should know. There are always two sides to these 
great questions. Very frequently the laboring man is abuseil, and very frequently 
the corporation is abused, and very frequently the public is abused, and very fre¬ 
quently the public laws abase the corporation. They sometimes are too liberal in 
favor of corporations, and at other times they afe too harsh against edrporations. 
Now, when you bring all these peojile together, when such an instrumentality 
as this ascertains and inquires in an honest way, and the people ascertain what 
the facts are, and distribute those facts thoroughly, so that everybody has an 
opportunity of knowing what they are doing—all classes of people are not so 
dislionest that they are not going to do the fair thing—you will hear sonjetim^ a 
harangue by some man who is supposed to be a leader among the labor people which 
i.s’abusive of corporations, and periiaps some of the listeners believe what is said and 
are prejudiced against corporations. On the other hand, you will see some man who 
is interested in great corporations pronouncing against the laborer, and he is just as 
unreasonable, and people believe him, when if the opportunity for investigation were 
made they would not believe it. The result is that both sides are injured more or less. 
People should be brought together; that is what I think. Laboring men and capital 
should be brought together, and we should all know all the facts, and on that evi¬ 
dence all of ua^will properly consider and decide these questions. 

CORPORATIONS SHOULD NOT THY TO INFLUENCE ELECTIONS. 

Q. ^By Representative Livingston.) Pardon me for trying to get one more fact. 
What interest have you heretofore taken in politics and elections, looking to the 
interest of your company?—A. To whom do you particularly refer? 
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Q. Your company.—A. Our constituent companies? 

Q. I mean your comMny.—A. The Federal Company? 

Q, Yes.—A. Since I nave had anything to do with it, nothing whatever. 

Q. Made no contribution? Is it against your by-laws or rules to do so?—A. No; 
it is not 

Q. Do you anticiMte the necessity of one of these days having to do so?—A. I 
hope not; I do not believe in that; I do not believe in a corporation as a corporation 
attempting; to interfere with or influence elections. I thina I have been r^uested 
once or twice to contribute, but have declined to do so. 

Q. Now, then, about your labor. Are your workmen free to do as they please?— 
A Perfectly so. 

Q. There is no spying or anything of that kind done ?—A. If there is I should like 
to know it. If anybody knows of anyone in any of our corporations attempting to 
influence any of the laborers to vote, I should like to know it. I do not believe in it. 

SUITS TO RESTRAIN PAYMENT OF DIVIDENDS. 

Q. (By Mr. Jenks.) To come back to the question of the suits that you spoke of. 
You said that you had lieen delayed for some time in the paying out of the dividends 
on the common stock, and also later in paying a dividend on your preferred stock, 
by suits that were brought. Have you any knowledge as to whether the persons who 
brought the suits were large holders or small holders of stock?—A. They were very 
small holders and very recent purchasers. I was simply going to say that I think 
the shares were very limited in iiumlier, and that the purchases were made almost 
immediately liefore the suits were brought. 

Q. Had you any intimation as to the persons in whose interest these suits were 
brought?—A. No. 

Q. (By Representative Livingston. ) If you have your own idea, would you toll 
the commission why these suits were brought? What was the purpose of it?—A. 
You want me to guess at it? 

(J. Yes.—A. I guess it was done for stock-jobbing purposes. I do not think these 
suits were brought in the real interest of stockholders. I can not imagine that a 
stockholder, for the benefit of himself or other stockholders, would prevent a 
company from distributing some of its surplus assets among the stockholders, as 
dividends. 

Q. Did the price of stock go down on that?—A. Yes, to some extent. I presume 
the point was made and the advantage reaped. 

Q. (By Mr. Jenks.) Did you have any intimation or knowledge of any persons 
hack of those persons who brought the suit?—A. No; no personal knowledge. 

NO stock jobbino by directors. 

Q. (By Representative Livingston.) Did the company take advantage of it, of 
the move?—A. What do you mean by that? 

Q. Take up all stock when it went down that you could get hold of.—A. Oh, no. 
I do not know of any of our people that bought a share; none of our officers, none 
of our directors, bought a share, I think. 

Q. (ByMr. Farquhar.) Haveyou any rule about that?—A. As tar as I know there 
are no siieculators in our directory. 

Q. Have you any rules in your directory about purchasing stock and dealing in 
stock?—A. No. We have very frank interchange of thought and opinion, though, 
on these questions, from time to time, so that I know pretty well what the different 
people are doing. I think our directors have from time to time bought our stocks as 
they declined in selling value, but at that particular time my opinion is that not one 
of them bought a single share. Certainly none of them were directly or indirectly 
connected with the suits. In fact, they were all very much annoyed about it, and 
we did everything we could to get the injunction modified, and we set aside the 
amount of money so as to be certain to take care of stockholders. That is, when the 
court enjoined us from paying out the.se dividends; in the first instance when 
they brought suit, not having it in mind, they did not enjoin us from setting aside 
the money, so we set it aside to take care of our stockholders. 

s 

tariff. 

Q. (By Mr. Jenks.) Did you express an opinion with reference to the tariff— 
the effect of the tariff on your line of industry?—A. I do not feel com^tent to 
express any opinion on the tariff question. It is a larger question, in my opinion, than 
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I fully comprehend. That some protection has beerfand is needed for manufactur¬ 
ers, 1 believe. I shouid think, froih my limited knowi^geof the question, that the 
real question is when to protect and to what extent to protect, I do not think the 
time has arrived in this country when our industry does not need protection. 

Q. (By Representative Livingston.) How is that?—A. I say I do not think the 

time has arrived in the history of our business- 

Q. You mean your company?—A. When we could get along without protection. 
Q. (By Representative Livingston.) Well, could you not afford to lose the whole 
of that protection?—A. Well, that is a question I should want to study and be more 
familiar with before I could answer it honestly and satisfactorily to myself. 

METHODS BETTER AND LABOR CHEAPER IN GERMANY. 

The German people particularly are in a very advanced stage of manufacturing in 
steei interests, stcef properties. I believe they can manufacture pig iron in Germany 
cheafier than they can anywhere else. They make principally basic Bessemer there, 
basic metal. They have their ore and their coal right together, and they are making 
coke in what are called the by-product coke ovens, thereby utilizing ail the by-prod¬ 
ucts—ammonia, gas, tar, etc. 

Q. Have they not got that in Alabama?—A. Yes, they are putting them in in this 
coimtry to some extent. Yes, they have a by-product coke-oven plant at Birming¬ 
ham; they have one at Dunbar, and they have one near Harrisbuig. 

Q. Now, there they have coal and they have the iron ore right along with it?—A. 
Alabama? 

Q. I should think they could do it as cheaply as they do anywhere?—A. They 
are making pretty cheap pig iron in Alabama; there is no doubt about it. I think 
labor is considerably cheaper in Germany. I have no doubt you are better advised 
than I am with reference to that. I do not think they pay more than about 65 to 70 
cents for their laborers in Germany, and they have been very materially increased, 
you know, in the last 3 years. 

EVERYTHING SYNDICATED IN BELGIUM. 

They are pretty well protected in Germany and Belgium, for that matter, and 
England, and perhaps France. There seems to be a feeling on the part of the people, 
and also on the part of the government, to take care of these large aggregations. 
There is no such antagonism there as there seems to be in this country; and at the 
present time I think the manufacturers are pretty thoroughly protected by syndicate 
agreements. For instance, I asked a prominent manufacturer in Belgium why he 
did not produce larger quantities and did not keep his mill running full. He said he 
could not get coke. “Why,” I said, “1 understood you to say you owned yourown 
coal and made your own coke.” He said, “Everything is syndicated. Our coal 
property is all syndicated and we have allotments, and I am allotted just so much; 
I can not produce any more.” And there is an understanding with reference to prices 
there; I do not know whether they lall it pooling there or what they call it, but I 
think there is a pretty unanimous ^reement between the manufacturers in Germany, 
and perhaps between them and England, so that they take care of themselves and 
they nave a uniform fair price. In this country, you know, we are up and down and 
go to extremes. 

AS TO THE .NEED OR PROTECTION, WHEN WE CAN EXPORT. 

Q. You are aware of the fact that a great deal of ore, iron ore and steel, especially 
steel, is being shipped now from Alabama to the Orient. Now, how is it Hiat they 
carry that across the continent and ship it over to Japan and China, if they need pro 
tection?—A. Now, that is largely a question of freight, I think, is it not? There is a 
limited market for that ore. We sell some rails in Japan; we could not sell rails in 
Eimland at the present time. 

Q. Let us understand that now. Do you mean to say that the discrimination now 
under the tariff does not equal the transportation, or does it give you the transporta¬ 
tion in length of time? Do you not lose that discrimination in the transportation 
from here to Japan, in the freight?—A. I am inclined tc think, as I say, this is too 
large a question'for me. Do not understand me to admit even that I am conmetent 
to express any opinion on that, because I do not think I can in that regard. I think 
the tarifl on stem production at the present time is more than the freight—— 

Q. (Interrupting.) From here to Japan?—A. From this country to Japan. That 
is my impression; you know a good deal better than I dp about that, I am sure. 
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THE TABIFF IN OENEBAI,. 

Q. One remedy proposed for these trusts is to take away the tariff entirely from 
them; just turn them loose. Suppose Congress should do that: what effect would 
that have on your industry, for instance?-!. In the first place, you refer to trusts 

Q. Irn^ all truste, yours-^^A. Now, that word has been in the newsiiapere 

so mu^ that I do not believe we have a clear understanding about it; at least I do 
not. The word is used indiscriminately. 

Q. Make it corporations and let it go; just corporate companies. Now, suppose 
all the pi-otection wegive companies or combines like yours—suppose it was all gone’ 
what efiect would it liaveV-A Yes; that would have an effect, if yon shoiilif take 
away t he tariff. Just vdiere this principle or proposition should be applied requires 
a great deal of study. But with reference to a great many industries, if you should 
take away the protection which is now given tliein, vou would permit foreign products 
to be brought in here to the absolute ruin of these indiintries. Then what would be 
the result? In the first place, you have deprived the laboring man of an opportunity 
to earn a living,^ lu the second place, you have given the foreigner an oppor¬ 
tunity to come m here and make hwown prices; and in that way you liaveNW 
materia Iv prejudiced the rights and interests of the consumer. Therefore I think 
as 1 said before, I think the tariff question really is—now, I may be entirely wronir* 
I would not set up my opinion against anybody’s—but I think the real tariff question 
is to determine just how much protection is necessary to enable the industries of this 
country to continue m businesH at living prices so as to take care of the workingman 
and 60 as also to prevent the foreigner from having the control of this business to the 
prejudice of the domestic consumer. Now, then, on the other hand, if you make 
the tariff so high that you create such a monopoly, or if you pass any law which 
enables the creation or existence of such a monopoly in this country as gives the con¬ 
trol of any business to the manufacturer or to the producer to the prejudice of the 
consumer, why, then, you have gone too far in that direction. 


NO MONOTOLY OF STEEL. 

(i. Have you not done that with your steel company?—A. How is that? 

Q. Have you not done that with your steel company?—A. I do not think the tariff 
question has anything whatever to do with the present prices. 

“ot got a monopoly of the steel business in the United States?-A. 

VVliof 

Yon.-A. Oh, we have no monopoly of any branch of business. I emphasized 
that tins raoniing. We do not seek any. 

ANY niHCEIMINATION .MUST BK HASEU ON ILLEOAI. AITIONS. 

Q. You misunderstood my question. I do not want to discuss the tariff question 
in Its general relation as bearing on all these matters. I asked that ipiestion with 
rclerenTO to breaking up these combines and trusts. What would he the effect on 
others that are not combineii in a t rust, what effect would 
that have on the combines and the trusts? Would that break them up?—A. lam 
niclineil to think it would. Of course if you destroy the eorjiorations you destroy 
llicm, that IS all. If you call a corporation a combine, if you drive it out of busi¬ 
ness, that IS the end of it. 

Q. (Interrupting.) I suppose that if Congress should legislate on that matter there 
Should be some explicit definition of whatatnist is, and then we should holddown to 
that detotion all those industries in withdrawing protection from the industries. 

. ceriainly be my idea not to consider a corjioration a trust or a combine 
uiibl It interferes with ordinary competition, and the moment it did that I should 
I *V. combine.—A. I am not attempting to argue the question at all with you, but 
1 aoubt whether you can control the question by the adoption or repeal of tariff 
laws. In the first place, there is a legal question that jierhaps you can answer better 
liiftn 1 cfln, 

Q. In other words, do away with free charters?—A. Yes; that is one question; but 

you could take away our tariff law which was enforced as to some individuals and 
some corporetions, if you could take that away as ^inst other corporations, it would 
It i^use those corporations were illegal or doing business illegally. You can not do 
vr>n o c®" make a tariff law applicahle to you because 

T.-vvapplicable to the presiding officer because he is worth 
»Duu,guu. II the law disetiminatos so as against the presiding officer or his business, 
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it must be on the ground, I should think, that he iseiigaged in an unlawful business. 
Now, when once you reach that question, when you have determined that, you do 
not need any tarifl law. If Jie is engaged in an unlawful business, you have absolute 
control over it anyhow, either by State or Federal law. Now, these great aggrega¬ 
tions of capital undoubtedly are for the benefit of us all, certainly for the benefit of 
this country, and certainly for the benefit of the employees generally. But the 
aggregation of capital may be used in such a w^ as to do a great deal ot harm, and 
that is the question you arc inquiring about, I think; that is the corporation you 
seek control of. 

NO RK.MEDY NEEDED HUT THE ENFORCEMENT OP E.VISTINO LAW AGAINST RESTRAINT OP 

TRADE. 

Q. If you admit that there is an evil^ then have you got a remedy?—A. I do admit 
that there is frequently an evil; I do admit that there may be an evil; I do admit 
that there are monopolies and there may be monopolies, and that they are preju¬ 
dicial to the coiisumdr very frequently; but I think it is equally true that combina¬ 
tions in restraint of trade are unlawful. 

Q. Unlawful?—A. Combinations in restraint of trade are unlawful. They are 
unlawful by the common law; they are made unlawful by statutes in various States. 

Q. Let us see what you mean by restraint. Suppose the combination that you 
speak of now rahses the price of a commodity for a purpose unreasonably, or suppose 
it lowers it unreasonably for a purpose; would not that be unlawful?—A. Of course 
it is. 

Q. Now what is your remedy, what is your suggestion? If Congress takes that as 
a niie as to what constitutes an illegal combine, what remedy would you suggest to 
control them?—A. Is it necessary to go to Congress to get that remedy? 

Q. I do not know whether it is or not.—A. Assuiuing that it is, first, for the sake 
of considering the question, if Congress had the authority, the constitutionai right 
to pass a law and enforce the provisions of that law, then it would adoptsimply what 
I understand to be now the common law and to he what is made the statute law by 
the enactment ot statutes in different States. If the Federal courts could enforce the 
provisions of that Congreasional law there would be no trouble. Congress now under 
the Constitution has the right to pass a law, and has passed a law, which affects this 
question of monopolies so far as interstate commerce is concerned. Now, if it had the 
right to pass a law which should apply to local business, business done in the States, 
is there any doubt that it would he enforced just as the present law is enforced? Does 
anybody doubt the efficacy of the Federal courts to enforce the provisions of the 
Shennan Act, so-called? The difficulty has lieen that it was attempted to make 
that law applicable not only to interstate commerce but to commerce within the State, 
and the Constitution was not broad enough to cover that question. 

Q. Well, you rememlier the English decision that a monopoly is where—I will 
read it to see if it conforms to your idea. This you get from volume 4, page ^1, 
New Commentaries of the Ijaws of England, by Henry John Stevens, first American 
edition, New York, John S. Voorhecs, law-book seller, 1846. [Reiuling:] “A 
mono[>oly is a license or privilege allowed by the King for the sole buying and sell¬ 
ing, making, working, or using of anything whatsoever, whereby the subject in gen¬ 
eral is restrained from that lilierty of manufacturing or trading which ho had before. 
These monopolies had been carried to an enormous height during the reign of Queen 
Elizabeth and were heavily complainal of by Sir E. Coke in the beginning of the 
reign of James I, but were in a great measure remedied by statute 21 Jac. I, c. 3, 
which declared such monopolies to be contrary to law and void.”—A. The first part 
of that refers to a lawful monopoly. There is such a thing as a lawful monopoly. 

Q. Patents are excepted.—A. Our Government gives a patent right; thatls a law¬ 
ful monojioly, I think. 

Q. (Reading;) “Except as to patents to the authors of new inventions, and except 
also patents concerning printing, saltpeter, gunpowder, great ordnance, and shot.” 
Those were exceptions under the English law. Now, then, we have the English 
law-A. (Interrupting.) It is unlawful monopolies you are talking about here. 

Q. I am talking about unlawful monopolies. Congress would have, if it has the 
right—I am not discussing that question—but suppose it has the right; it can deter¬ 
mine first what an unlawful monopoly is and then prescribe the remedy. And for 
that reason, I ask you, if it should do that, and if it should withdraw the protection 
from ril monopolies, would that be a remeily?—A. If we were to assume various 
things to be true, that might be a remedy. I doubt if that would be practicable. In 
the first place, it would be impossible, perhaps, to define a monopoly, and certainly 
it might be Sfflcult to apply it if you did define it; an^ if you simply, in general 
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terms, withdraw the protection from a monopoly, then there would always arise a 
dispnte as to whether the individual or the corporation was in control of a monopoly. 

THB NBKD IS LIGHT AND IINDEBSTANDING. 

Q. You would not desire to suggest to Congress, however, in the face of those that 
trouble us, not to make an effort in those cases to prevent injustice?—A. I still think 
that the very best remedy is- 

Q. (Interrupting.) To let them go?—A. No; I do not believe in that. One of the 
greatest questions in this country is to know how to protect both the individuai 
without anything on the one hand and the individual or corporation that has large 
means on the other hand. That is the great question. 

Q. If you will pardon me, you recognize the fact that there are two parties in 
interest in the combine. There is the combine itself; there are the laborers employed 
in the combine, and there is the pubiic standing on the outside without any relief or 
anything else.—A. You mean the consumers? 

Q. Yes.—A. Of course, they ought to be protecteil. 

Q. The great public must ho protected. Now, what remedy do you have?—A. I 
was going to say that I think the best remedy is plenty of light on the subject, plenty 
of discussion, a thorough understanding. We have, I think, at the present time', 
without mentioning any names or corporations, we may have some monopolies in the 
country at the present time. I think so. 

Q. (I?y Mr. Kennedy.) Do you know of any monopoly in this country under this 
delinition which Mr. Livingston has read to you; “A monopoly is a license or priv¬ 
ilege allowed by the king for the sole buying and selling, making, working, or using 
of anything whatsoever w'hereby the subjeet ln general is restrained from that lilierty 
of manufacturing or trading which he had liefore”?—A. 1 do not recall any. U 
was the custom in the old times actually to cri-ate monopolies, to give peop'le the 
right to make, buy, and sell things, and give individuals an absolute monoimly. We 
do not have that m this coimtry, as a general thing—of course not; but there are no 
doubt monopolies in this country at the present time. I think, however, that w ith 
plenty of investigation and plenty of discussion they will not succeed in the long 
run. That is my judgment; they will fall by their own weight; they will go to 
pieces. Then, when a corporation gets into a place where it is abusive to the public;, 
I think competition and opposition will grow up and be effective. The danger is 
always of going so far and so hastily that grecat wrong will be done. Of course we 
are all aiming for the greate.st good to the greatest number. Wo want aggregation of 
mciney in this country, of coui^. I have no doubt that all of you read the sjieech on 
this subject by Sir Michael llicks-Bcach this summer. 

Q. I should say there are very few people in this country that want large amounts 
of money aggregated in a few hands in a few localities; they want it spread out.— 
A. Well, we want it sufficiently aggregated to prcxiuce at tlie very lowest cost the 
largest quantities, and at the same time funiish employment to the laborer, and to 
bring to this country the largest amount of foreign money. 

Q. Not hurting the consumer in the meantime?—A. Not hurting the consumer in 
the meantime. 

Q. That is good doctrine.—A. That is a gootl basis; that is a good place to atop. 

THE E.YPORT TBADE—SCOTLAND—JAPAN. 

Q- (By Mr. Jknks.) You have some export trade, have yon, in the Federal Steel 
Company?-—A. Well, the Lorain Steel Company at the present time is doing some 
export business. It has taken quite a large contract in Scotland lately. That, you 
know, is engaged in the street-railroad business, girder rails, etc. The Illinois Steel 
Company has not shipped any rails nor any billets for some time. The prices over there 
are pretty nearly the same as the prices here at the present time, and, taking the cost of 
carnage into accountj it would not pay to export. But there is another better reason 
I-a” 1 demand hero is so great at the present time that it is 

1*to supply it. A few days since I told some of our Mople I thought they 
Dad tetter take an order for quite a large quantity of rails, to be shipped to Japan at 
a little le^ price thmi we were selling here. I think it is trade that wo should keep 
“P- y>elieve in doing business for the benefit of all concerned. 

k jU think it is worth while to encourage that export trade now and hold your 
market there?—A. Yes; we may need that misiness 2 or 3 years hence; and, as I 
nave already said, we have got 21,000 employees as against 18,000 2 years ago, and 
H IS just M much our business to take care of them as it is to take care of our stock- 
noKiere, m my judgment. We want to keep that business, and we want to keep our 
trade lor luture business, and there is quite a large tonnage to go to Japan. 
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Q. (By Senator Malloey.) How do you get that'ov^r there?— A. We ship them 
oyerlfmd to San Francisco. 

Q. Could you not do it more cheaply by shipping them around?—A. No. 

Q. (By Mr. Jenkb.) Do you recall whether tney go through on our roads or by the 
Canadian Pacific?—A. Well, that is a matter of arrangement with the railroads, 
depending upon time, etc. I think they would naturally go from the Illinois Steel 
by one of the Pacifica—the Union Pacific or the Southern Pacific—or the Santa Fe; 
I think so. 

Q. (By Mr. Faequhae.) Does the protection contained in our tariff cut any figure 
in the price of the rails that you sell in Japan?—A. No. 

Q. Not a particle, does it?—A. No. 

Q. (By Kepresentative Livinoston.) Suppose the same protection was in Japan on 
foreign rails that wo have here on foreign rails, would you be able to sell over there 
at all?—A. No; probably not. • 

Q. Then you have a free-trade market on the outside?—A.' Well, generally speak¬ 
ing, I am for this country as against the world; so are you. 

Q. (By Mr. Fakofhak.) Three leagues from the shore you are right in the world 
for the markets of the world, for the world’s prices?—A. Yes. 

Q. (By Mr. Kennepy.) There are no rails manufactured in Japan?—A. No. 

Q. (By Representative Livi.noston.) In some countries there is but little manufac¬ 
turing going on. We want to get their trade, and I think it is very fortunate for 
us.—A. That is what all Euroiie is doing. They are taking care of their own coun¬ 
tries. That is what we should do, of course; that is a business proposition. 

KSFORCED I'UBUCITY O-NE OK THE BEST EEMEDIE8. 

Q. (By Senator Mai.loey.) Have you thought or considered at all the question of 
the publicity that it has been suggested should be given to the dealings of trusts as 
a possible preventive to injustice being done by them?—A. I have spent some 
thought on that. I believe that is one or the very licst remedies. 

Q. Has it occurred to you to think how that publicity could be secured or enforced 
on trusts that are not engaged in interstate commerce, for instance?—A. By statute 
laws. 

Q. That would have to be by the States?—A. Yes, by the States. 

POWEES OF CONaEE.SS. 

Q. It has been suggested that that could, lie reached by constitutional amendment 
to the Constitution of the United States, giving Congress the power to exercise con¬ 
trol over all corporations that are engaged in interstate commerce in any wav. 
Under that provision there are very few of these laige combines or trusts but could 
be shown to be in some way, in some lines of business, engaged in interstate I’oni- 
merce; and they could bo rkclied. If Congress possessed that power, do you think 
it would be of any material benefit?—A. My impression is that under the present 
Constitution no adequate law could be passed by Congress; and I think it would not 
be practicable to attempt to amend the Constitution, because you immediately raise 
this whole question of State rights. I think the representatives of the different 
States, when it came to a test of the question, would be opposed to givjng the Gov- 
eraiuent the right to take up a question which the States individually now have the 
right to control thoroughly. But assuming, as I understand your question does, that 
you had the right to pass such a law, the only difference would bo that in that ca.so 
your laws would bo enforced in the Federal courts, whereas at the present time they 
must be enforced in the State courts. Now, which is the bettor forum is a question to 
be considered. I have always believed that a Federal court was a betterfegum than 
a State court for the enforcement of all provisions of law which either court may 
have jurisdiction to enforce. Whether I have answered your question or not, I do 
not know. 

Q. Do you think that Congress now has no power to impose any regulation or 
restriction upon corporations engaged in interstate commerce?—A. I think it has not 
except as it is applied to the interstate-commerce business. That is a line, perhaps, 
somewhat difficult to define, to ascertain. 

Q. A corporation is engaged in interstate commerce; that is a fact. Has not Con¬ 
gress, under the interstat^commerce power which it exercises under the Constitution, 
the right to exercise control over that corporation if it is engaged in interstate com¬ 
merce?—A. I think not. This I understand to be the proposition. You inquire 
whether, inasmuch as the corporation is engaged in interstate commerce, the Federal 
antborities may not exercise jurisdiction over the corporation itoelf, including all its 
business, whether it is interstate<’ommerce business or» not. Now, I think not. I 
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think the faet that a corporation is engaged in interstate commerce does not give the 
United States the control over the corporation; but it is the interstate-commerce 
business, that part of the business of the corporation that is interstate, which the 
tJnited States has control over or may interfere with. That is my understanding 
of it. 

Q. You think, then, that a court would draw that distinction when it came to 
construe action taken by Congress undertaking to regulate one of these corporations 
that was engaged in interstate commerce, and, of course, intrastate commerce also? 
You believe that a court would undertake to draw the distinction you have drawn, 
and say that Congress has control over this corpration so far as it affects interstate 
commerce^ and that its power ceases so far as it goes to anything else?—A. I think 
your inquiry goes a little too far. 1 do not think the (»urt would say it has control 
over this company, so far as it is engaged in interstate commerce. It has jurisdiction 
over the business so far as it is interstate commerce. 

Q. The Supreme Court has held that under the interstate-commerce and foreign- 
commerce power. Congress has not only control over interstate and foreign com¬ 
merce, but also OVCT the instrumentalities—it uses that expression—hut also over 
the instrumentalities. Under that, it controls the action of a sailor who runs away 
from his ship, and he can be arrested and locked up until his captain comes and takes 
charge of him.—A. So it might examine a corporation engaged in interstate com¬ 
merce. I do not think it could examine the books of a (nrporation which related 
to anything other than its interstate-commerce business. It may be a line somewhat 
uncertain and difficult to find. 

Q. (By Representative Livingston) . Your idea is that your company could not be 
complained of nor classed with those railroad companies?—A. I did not quite under¬ 
stand. 

Q. Your argument is that we could not go any farther in Congress than we have 
gone with the railroad corprations, where we could control, under the provision of 
the Constitution, all the mails anywhere—of course, that is interstate, going in and 
out. Do you think that is as far as we could go with your compny—we could con¬ 
trol you when you got into another State with your bridges and rails?—A. I think 
you would have the same control over our company that you have over a railroad; 
no more. 

Q. Not any more?—A. I do not think you could make fish of one corporation and 
fowl of another. It is the business that determines. 

CJ. If we did, and that interfered with your chartered rights under the State in 
which it was incorprated, of course there would be a fi^d^t between the United 
States authorities and the State authorities of New Jersey?—A. Yes. 


J. P. MORGAN A CO. HELD CONTROL OF THE CONSTITUENT COMPANIES. 

Q. (By Mr. Jenks). When you made the contract with the Morgan syndicate, 
so-called, with reference to the stock of these different constituent companies, did 
that syndicate have control at that time of a majority of the stock of these different 
constituent compnies?—A. I believe it did. 

Q. It had the control of each one?—A. That is, the syndicate managers; yes; J. P. 
Morgan & Co.; they were the syndicate managers; they organized the syndicate to 
furnish the cash and take stock. 

Q. You think that J. P. Morgan & Co. themselves, that one compny, had a 
“‘yority of the stock of these constituent companies?-A. Yes. 

Testimony closed. 

j 0 ^^^*®ftupon the commission at 3.45 p. m. adjourned until to-morrow morning at 
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Washington, D. C., Nmmber 14, 1899. 

TESTIMONY OF MR. JOHN W. GATES, 

Chairman of the American Steel and Wire Company of .Vop .fersey. 

The cottimissioii met at 10.40 a. m., Chairman Kyle presiding. Mr. John W. 
(rates, of Chicago, chairman of the American Steel and Wire Company of New Jer¬ 
sey, was introduced as a witness, and, being duly sworn, testified as follows: 

Q. (By Senator Kyle.) State your full name and arldress.—A. John W. Gates; 
residence, Chicago, III.; position, chairman of the American Steel and Wire Company 
of New Jersey. 

NATUBE AND EXTENT OF THE tll'SINESS OF THE AMERICAN STEEL AND WIRE COMPANY. 

Q. (By Mr. Jenks.J Will you kindly tell us, in the first place, something re^ariling 
the nature of the business of the American Steel and Wire Company; what Is jiour 
raw material, and what is the nature of the proiiucts?—A. We are owners of iron 
mines, miners of iron ore, owners of coal mines, miners of coal, burners of coke. We 
ojierate 8 or 9 blast furnaces, 3 Bessemer steel works; we have, either built or in 
process of construction, 17 open-heartli furnaces, aliout 22 to 25 rod-rolling mills, and 
20 to .‘iO wire mills; and our finished product is plain wire of every shajic and kind 
used ill America, barbed fence wire, wire nails, and every kindred article in the 
wire line. 

Q. Wire fences?—A. Yes; wire fencing of all kinds, wire clothes lines, wire rope, 
wire for electrical purposes, and all the various ]iurpoees for wdiich wire is used. 

(J. Are you able to furnish your rod mills and wire mills all of the raw material 
that they require from your otvn plants, or do you have to buy some outside?—A. 
We have lieen buyers in 1899 of perhaps 40 to 4.5 per cent of our products. We have 
iieeii makers of from 55 to 60 per cent of our proiiuct, 

tj. Are you also large producers of copperas?—A. Yes; I think we make a large 
share of tlie copperas made in this country. 

(J. About what percentage do you make?—A. It would lie a guess on my part. I 
should say that we make two-thirds of it. 

Q. What proportion of the wire nails do you produce?—.4. I presume that varies 
from 65 to 90 per cent. 

Q. And with reference to the rods that arc used in the production of wire, what 
projHirtion of that product?—A. There are 5 rod mills that are not in the American 
8 teel and Wire Company. 

(J. And how many did you say you have?—A. 1 think we havL—1 should have to 
count up, if you would like to have me. 

Q. Well, if you can, give us pretty nearlv what it is?—A. (Witness figures). We 
have 23. 

Q. You probably, then, have from 75 to 80 per cent at any rate of the rod prodne- 
tion of the country?—A. I should tliiiik we had fully that. 

(). Perhaps more?—A. Seventy-five to 80 per cent. 

Q. The statement was made in the papers, licfore the organization of the present 
Anieriian Steel and Wire Company, it I recollect rightly, that the Illinois American 
Steel and Wire Company, which, I lielieve, is one of your constituent companies, had 
control of aliout 75 per cent of the total output of wire rods and nails. Is that a fair 
statement?—A. Well, no; I do not think that would be a fair statement. I do not 
think we had. There is what the manufacturers would call the active tonnage and 
the inactive tonnage. The active tonnage we would call in manufacturing a concern 
that runs every day in the year regardless of the price; whether it is good or bad, they 
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keeprunning. Theinactivetonnage would bethe tonnSge that was only operated when 
prices were good. 0{ the active tonnage, I presume that the American Steel and 
Wire Company of Illinois had probably 60 per cent; but they did not have 60 per cent 
of the active and inactive tonnage, for there were a lot of rod mills that did not run 
at all. 

THE PRICK OP IRON ORE. 

Q. Can you give the statistics of prices for some time past, we will say for the last 3 
or 4 or 6 years, of some of your leading products; for example, the prices of iron 
ore, the cost of transportation of this ore from the mines to the mills, the prices of 
steel billets, of rods, and of wire nails? I may say that we have already sent to you 
a similar request that you perhaps did not see.—A. I never saw it. The price of iron 
ore in 1896 was based on Norrie ore as a base ore, and wad fixed at f4. Other ores 
were sold, taking into comparison the moisture, the percentage of metallic iron, and 
phosphonis and the various chemical qualities and physical qualities, on a scale up 
or down from $4. That was for the season of 1896. In 1897 the prices were fixed 
on the basis of Norrie ore at $2.75. In 1898, about $2.80 to $2.90. In 1899, $2.90 
to $3. For 1900,1 presume, any of us would be willing to nay $2.50 a ton more. 

Q. (By Senator Kyle.) Do you mean $4.50?—A. No; I should say that we would 
be willing to pay $5.50 for ore that we paid $3 for this year. The reason for the 
great advance is not any combination, consolidation, or agreement; but there never 
has been until this year, I believe, 10,000,000 tons of pig iron made in this country— 
certainly not lately. This year, I think, there will bo over 13,000,000 tons made. 
Never imtil 1899 has tho value of ore been fixed at anything more than a few cents 
per ton in the ground. To-<lay a mine that will measure up a million tons of ore of 
the grade of Norrie would sell for a couple of dollars a ton m the ground, $2,000,000 
for the ore in the ground. Three or 4 or 5 or 6 years ago that ore might have 
brought 40 cents or 50 cents. Never until this year have the owners of ore minc.“ 
realized the value of ore. They have been mining out their principal. Year after 
year they have been taking out ore as long as there was any in sWit, not figuring on 
the value of it, figuring that they wanted to keep in business. This year a tremen¬ 
dous tonnage came not only from American consumption but from all over the world, 
and the consequetice is that the price of ore has pushed itself up. There has been 
no agreement on ore, as far as I know', for the last 2 or 3 months, of any kind, shape, 
or nature, and yet ore has sold higher than it has sold in a great many years. 

Q. You have said that the average nrice in 1899—1 suppose that was from the 
beginning of the year 1899 up to date—has been from $2.90 to $3?—A. The prh® of 
ore is always fixed along in the winter or early spring for the season’s delivery, and 
when I say 1899 ore, I mean the price that was fixed last January. 

Q. And that contract price runs through until the coining January?—A. That runs 
through the season of navigation. 

OWNERSHIP OF LAKE SL'PERIOB MINKS. 

Q. What proportion of the iron ore output of the Lake Superior region—is that 
where yours is, mostly?—do you control?—A. Perhaps one-sixth or one-seventh— 
somewhere in that neighborhooil. 

Q. What are the 2 or 3 other large controlling concerns of that ore besides 
yours?—A. There is the Oliver Mining Company, the Federai Steel Company, the 
National Steel Company, the Republic Iron and Steel Company, and then individual 
owners. 

Q. But those that you have mentioned are the largest?—A. Those ace the largest 
producers. There is a good deal of the property that is owned in fee by one man or 
set of men, and others pay a royalty on the mining of that ore. 

LAKE FREIGHT RATES. 


Q. Now, will you take up the question of freight rates?—A. Lake freight rato? 

Q. Yes.—A. Lake freight rates from the head of Lake Superior to South Chicago 
and lower lake ports have been as low as 50 cents a ton, and I am not quite sure that 
they have not touched 45 cents. 

Q. Can you give them substantially from 1896 up to date, as you did for the ore?— 
A. Very nearly, for I was president of the Illinois Steel Company for those years. 
1 would, say that in 1895 lake freight was established early in the season at about $1. 
Before the close of the season we paid $1.75 for large tonnage. In 1896 they attempte<l 
to establish the freight rates at 75 cents. I think we chartered some boats at 45 cents— 
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whflt we call wild charters. I know we chartered a good deal of tonnage at 50 cents • 
I think we chartered some wild tonnage at 45 cents—boats that had nothing to 
do, and it was simply a question whether they should lie still or take what they 
could get. In 1897 it was from 50 to 70 cents, as I remember it, varying. In 1898 
it was from 56 to 62 cents. In 1899 it has been from 60 cents to $2. I am 
president of the American Steamship Line. We have hauled ore at $2, and we have 
hauled ore at 60 cents. We have loaded our boats on one trip with $2 ore and the 
next trip at 60 cents, and vice versa. 

THE AMERICAN STEAMSHIP CO.MPANY. 

Q. What proportion of your transportation are you able to put in your own ves¬ 
sels?—A. It has so happened that we have not handled a ton of our ore this year. 

Q. So your own vessels have been working for other people?—A. Our vessels have 
liei'ii hauling Carnegie and Federal Steel ore ami grain entii-ely. The boats that we 
have chartered have handled our own ore. It might be right the reverse the next 
year; we might handle all of our ore; but that Is hardly possible, as we have alreadv 
chartered now- 

(J. (By Senator Kyle.) What is the governing principle as to what you haul? 
What determines whether you shall haul your own or somebody’s else?—A. I am 
speaking now about the American Steamship Company and not the American Steel 
and Wire Company. The American Steamship C<jmpany is owned by some of the 
parties in the American Steel and Wire Company and some that are out. It is man¬ 
aged by Capt. A. B. Wolvin, of Duluth, and he has carte blanche to get as much 
money as he can from any source for the boats. 

t). (By Mr. Jenks.) You spoke of the American Steel and Wire Company con¬ 
trolling or owning the ship.a?—A. No. 

Q. You had reference to this American Steamship Company?—A. No; you misun¬ 
derstood me. I said I was president of the American Steamship Company, and a 
good many of the stockholders are identical, probably one-half or two-thirds of them. 
Tlie American Steel and Wire Company are not in the transportation business at all. 

ly Merely some of the stockholders are the same?—A. Some of the stockholders 
are the same. The line was bought while I was in Europe. 

Q. Has this American S^mship Comimny capacity enough to haul all the ore for 
the American Steel and Wire Company?—A. I should think it had; yes. 

COST OF LAKE TRANSPORTATION. 

Q. Now, if you will continue further with reference to the cost of putting this ore 
from the vessels into the mills as needed.—A. Very much depends upon the size of 
the l)oat and the modernness of the boat. It it is an old-fashioned wooden boat that 
makes 8 or 9 knots an hour, it necessarily moves slow; if it is a modern steel steamer 
that will carry five or six or seven or eight thousand tons, you can handle ore pretty 
cheaply. I should say, however, that the fair cost of the lake tonnage—if that is 
w hat you want to get at? 

Q. Yes; that to begin with.—A. A fair estimate of the cost of lake transportation 
would be that we can not move ore for better than about 60 cents a ton. 

Q. Yes.—A. Take that, every bit. 

_ Q. Yes.—A. The modern boats could not do lietter than that, and the old-fash¬ 
ioned boats probably can not move it for 60 cents. 

RAIL FREIGHTS, LAKE TO PITTSBURG—RELATIONS TO RAILROADS. 

Q’ Where does the American Steel and Wire Company have the largest amount of 
ore delivered for its own use?—A. At Ijike Erie ports. 

Q. Can you give us an idea of the cost of transportation from the vessels to the 
mills where you use it?—A. I think the freight rate is about 90 cents—I would not, 
he positive as to the freight rates because I do not charge my mind with them—90 
cents from Lake Erie ports to Pittsburg. 

Is it at Pittsburg that you use the most?—A. Yes; we use more ore at Pittsburg 
thwi we do at Cleveland. Perhaps it is pretty nearly a balance between Pittsburg 
and C/levelaiid. 

Q. Has the American Steel and Wire Company, or any of its larfjest stockholders, 
also large interests in the' railroads over which the ore goes; that is, is the relation 
Detween the American Steel and Wire Company and the railroad over which 
most of its freight goes similar to that between the American Steel and Wire 
Company and the American Steamship Company?—A. No. I have some interest 
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in the Baltunore and Ohio Kailroad, but I do not know that they get a ton of our ore, 
I do not know of any other prominent stockholder in our company who has a dollies 
interest in any railroad that transports our ore either from the mmee to the lakes or 
from the lakes to the furnaces. 

MARKET QUOTATIONS—WASTES OK MANDPACTORING. 

Q. Speaking in general with reference to the prices of the various products of the 
American Steel and Wire Company, would you say that the generm market prices 
that are given in the trade papers, say the Iron Age, are fairly typical and fairly 
accurate?—A. Well, I should say that the Iron Age was the best trade paper in this 
country for the iron and steel manufacturers. It will come the nearest to giving facts. 

Q. So that the market rates there could be fairly relied upon for general results by 
this commission?—A. I think so. 

Q. If we were—in order to get at the nature of the business along this line—if we 
were to take the price of steel billets at Pittsburg, say, and compare that with the 
price of smooth wire at Pittsburg, subtracting the one price from the other per hun¬ 
dred pounds, the result, you would say, would be fairly accurate as to the cost of the 
manufacture of the steel billets into the rods, the cost of the manufacturing?—A. It 
would be misleading. 

Q. In what particular?—A. We will suppose that tlie waste of rolling a $15 billet 
into a wire roil was 8 per cent; that would lie $1.20 of loss. When you strike a $.15 
billet the waste would be 8 per cent, or $2.80. Now that carries all through the 
various processes. In the manufacture of nails there is a loss of perhaps 2i or 3 per 
cent for what we call the whisker—the shearing of the point of the nail. In $14 or 
$16 steel that is not a very important item, but in $35 and $38 and $40 steel it is a 
very important item. So that carries through the various lines. You must have a 
larger spread as the price of your raw material advances in order to make the same 
percentage of profit,' 

GROWTH OF MANUFACTURE—PECLINE OF TRICES. 

As an illustration, I appeared before the Senate Committee on Finance in 1888. At 
that time perhaps 40 or 50 per cent of the wire rods used in the United States were 
manufactured here; the balance of them were imported. I stated at that time to 
Senator Sherman, I think, or Senator Allison, who was chairman of the committee, 
that if they alloweil a certain protective tariff, six-tenths of a cent a pound, within 
10 years we would make all the wire rods that were used in this country. Wo finally 
got the six-tenths of a cent protection, and to-day America ^exports a good many 
wire rods and imports practically none. They export 10 tons where they import 
1, and 20 years a^i it was entirely the other way. When I went into the wire 
business in St. Louis, the price of barbed fence wire was about 8 or 9 cents a pound 
for painted and 9 or 10 cents for galvanized, and practically every ounce- 

Q. (By Senator Kyle, interrupting.) What year was that?—A. About 1880 or 1881. 
Practically every ounce of wire we made was made from imiwrted stock, and our 
percents^ of profit was less 18 or 20 years ago, with the price of barbed fence wire 
twice as nigh as it is now, than it is to-day or was a year or 2 years ago. 

Q. (By Representative Livingston.) What is the output of iron and steel in this 
country? Is it not twice as much or four times as much as it was 20 years ago?—A. 
In 1874, 1 thinkj the output of wire in this country was about 40,000 tons. 

Q. I am talking about the material from which you make it; I was asking you 
about the iron and steel.—A. I was answering you by giving you the wire end of it. 

I can not carry the iron and steel statistics back that far. I do not think they were 
kept. I think Mr. Swank began keeping the statistics about 12 or 15 years ago. In 
1874 the output of wire in the United States was about 40,000 tons—about 25 years 
ago; in 1899, I think, the output will be 1,260,000 tons. 

Q. (By Mr. Farquhar.) How do you account for this difference—by cheapening the 
process of manufacturing, and thereby making profits? Or is it the demand at the 
decreased prices?—^A. Well, it is the decrea^ price, making a cheap fence for 
the ^mer to use or a cheap nail for the farmer to drive; it is the electrical trans¬ 
mission of power, and the thousand and one things that wire is used in connection 
with. That has a great deal to do with it. And then, on the other band, the process 
of manufacturing has been cheapened veiy much; and while all this process has been 

f :oing on I think labor to-day is paid higher wages than 16 or 20 years ago in our 
ine. I think 1899 will show the highest scale of wages that we ever paid in our 
history to our workmen. 


Sec Chart. 
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RECENT CHANGES OF J’KICES. 

(^. (By Representative Livingston.) What is the increase in the i>ricc of wire to 
the consniner in the last 24 months?—A. It is perhaps proportionate with the increase 
of the cost of raw material; I do not think it is quih^ 

<2. Can you give the figures?—A. Well, I should say tliat pig iron has increastnl 
from $9 to $24. That would he pnudicully 200 percent. And wire has increased per¬ 
haps 125 or 150 p(ir cent—less proportionately than tln^ raw inatcTial. 

Q. (By Mr. Jenks.) Tlie difierenoe in price per 1(X) iionnd.s, according to the Iron 
Age, between steel hillets at Pittsburg and .smooth wire lias gone from, we will say 44 
or 45 in October and Novemberof 1898, upto theneighborlioodof80inJuneand July. 
Tfie differeiu^e in price Indween smooth wire ami win^ nails, on the other liand, has 
remained almost exactly the same. Can you tell why tliat is?—A. I think tliat when 
tli(‘ larger inanufaihirers were separated they perhaiis gave inducements in the price 
of oiK^ to get people to buy the other. We liave gone on the basis of fixing a profit 
tliat would allowa fair remuneration to u.s on the market priciiof the material we had 
to buy; and I think our scale of prices will figun* out to he a fairer scale to both the 
prodiuer aiul the consunuT than th(‘ one that wa.'^ in vogue 1 or 2 years ago. We go 
oil a profit basis entirely; that is, we do not seek to make more prolit on a Ion of wire 
nails Ilian we would on a ton of plain wire, or vice- viu-sa, consiitering tlu‘ amount of 
capital involved in the manufacture of each article. 

1 still <lo not quite understand the<lifference. IJereisa vm y inalcrial increase in 
lh(‘ iliffi'rence In'tween steel ami smooth wir*', alsi.) lx*tvv(H*n smootli ami ])arbe(i wire, 
but pi'aelically no iiuirease in the diff(*rence hi'twecn the prices of wire and win* 
nails.—A. Well, that was last year. 

That is tlie <lifference between tin* latter ]>art of last yoRr and, say, midsummer 
of this year.—A. In 1895, 1898, 1897, and 1898 I was president of tlie Tllinois Sbel 
(’ompany. I am not conversant with wire pri<-(*s during that ]>ar(icular period. My 
time was given to tlie Illinois Steel Company. 1 can ti'li yon about the prices of rails 
or hilK'ts p(*rhapH very mneh l.K'tUw than 1 could uhont the price of wire. 

I was nderring sim])ly to the la(ti*r j^artof last year. At what time was the 
Anioriran Steelaml WireCoinjianyorganized?—A. 1 thinktlieircharterwasaboutthe 
middle of .lannary. 

(). Of this year?—A. Ye.s. 

(). Amt this difference of prices that 1 was referring to was simiilyfor afewmontlis 
before that time?—A. Yea. 

MOWU’OLY OF H.\RHED WIRE, OF SMOOTH. 

(h There has lx*en, as I said before, a very derided increasi* in (lie difference of 
nrice between Inirhed wire and smooth wire,ami alsohetwei'ii steel and smooth wire, 
lint no increase in the difference lietween wire and wire nails; wliaf is IIm* explanation 
of that?—A. The price of barbcxl wire has advanced more than the price of smooth 
win*, ha.s it not? 

(h Yes; by 50 per cent.—A. That is no doubt <lne to the fact that we have a 
monopoly of the barbed wire. We practhailly own eviTv patent on liarlied fence 
wir<f and machinery in existence in the United Slates, and we claim (hat no one can 
manufacture barbed wire without infringing our right.'<. We paiil a great many hun¬ 
dred thousand dollarafor these patents, agreatniany himdnxl thousand dollarsnioro 
in litigating and sustaining them. We .sustained om^ recently in llie Supreme Court. 

tj. So that, so far as the jirice of barlxxl wire is concerned, you have a decided 
advantage in having practically a complete monopoly of (he jiaUaits?—A. Yes, 

Q. d'liat does not apply to so great an extent in smooth wire?—A. No, it doe.s not. 

t). At the same time you did say tliat you cimlrolled a very large jiroportion, 75 or 
81) )>er cent at any rate, of the output of smooth wire?—A. Yes. 

IVrliaps more tlian that. You are (‘iiabled by virtueof that large output to fix 
prelly definitely your prices and lie sure you get soiiu^ profit at leiu«t out. of that?—A. 
We do not aim* to jiroduce anytliing that <loes not pay us a profit. We go on (lie 
principle, of making a profit on everything that wo make. There may come a time 
when we may liave to sell at a loss, but at the present time we are having a profit on 
everything. 

Q. And hy virtue of your laige output—the large proportion of the total output-- 
you are able to hold your price on the smooth wire. And now, with reference to 
wire nuil.s, what proportion of the total output do you liave tliere?—A. No; I do not 
I'laim that we liold tlie price on wire. AVe <io not claim to at all. 

Q. (By Mr. Junks.) Except in so far as tlie liarbcHi wire timsiiiess goes, of course?— 
A. In the harhed wire business if any concern sees fit to infringe our riglits we shall 

83a-64 
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begin litigation against them. We have done thtft probably in almost every circuit 
court in the Unit^ States. Yes, and been successhil; but we do not attempt to control 
the prices of smooth wire or wire nails or anything that we do not have a legal right to 
control by virtue of our patent monopoly, which, Ithmk, has several years yet to run. 

COMPETITION IN WIEE NAILS—NO PATENTS. 

Q. About what proportion do you have of the output of wire nails?—A. I should 
say about the same proportion as of plain wire. 

Q. (By Representative Livinuston.) What is that?—A. Sixty-five to 80 or 95 per 
(vnt, somewhere; I can not tell you. 

tl. Is it not a fact that competition has kept the price of wire nails down, while 
the smooth wire has gone higher?—A. No; I do not think so. 

y. Do you not know it to Ix^ a fact that the farmers and the mechanics object to 
the price of wire nails, and will take the other nails just as soon as you put up the 
price?—A. I think every advance that we have made in the last year has affecteii 
wire nails and smooth wire about the same. 

y. The price of wire nails has not gone up, whilo the price of smooth wire and 
barbed wire lues doubled almo.st.—A. We claim a iierfect right to put any price on 
barbed fence w'ire that would seem justifiable on the ground that we have paid out 
hiuidreds of thousands of dollars for patents. We do not claim that right on the 
others. 

y. You have acquired a patent monopoly, and you justify it then?—A. Yes. The 
granting of a patent gives a man a monopoly, as I understand, if he ha.sagood patent. 

y. (By Mr. (Ionoek.) Do you make as much profit on the manufacture of nails as 
you do on the manufatdure of barbed wire?—A. No, 1 think not. 

tj. Why do you not? Why do you not ask a price that will bring you as much 
profit on the nails as on the barlied wire?—A. Because there are no patents on nail 
machinery that we know of, and there are patents on barbed-wire machinery pro¬ 
ducing this product. 

y. There is some competition, then, in the manufacture of wire nails?—A. Yes; 
there is some in the manufacture of bartaxl wire, hut not very much. ItiBlimiteil 
to two or three, probably three more concerns that have licen.ses. 

y. (By Mr. .Ienks.) Is then! a.s much profit at the present time for your concern 
in the manufacture of win; nails as there is in the manufacture of smooth wire?— 
Why, I think about the same. 

(j. Do you have agreements with independent manufacturers of win! nails, mon! 
or leas formal, as regards tlu! prices at which the nails .shall be marketed?—A. No; 
we do not; we have m i agreetnent whatever. 

y. You furnish to those manufa(!turer.s of wire nails in various cases the smooth 
wire from which the nails are manufactured?—A. Yes; sometimes wc do. 

MONOPOLY OF WOVEN WIKE FENCING, AND IllOn PROFITS. 

There is a great deal of woven wire fencing made in this country. We claim a 
monopoly under patents of most of the woven wire fencing. Wc made the past year 
about 25,000 miles of woven wire fencing under patents that we purchasecf, and wr* 
get a very much larger profit on that than vie do on the plain fence wire or even 
barbed wire or wire nails, for tlic reason that we own the patents on the machines 
and the patent on the product. 

NO MONOPOLY OF WIEB-NAIL MACHINERY. 

y. As to the machinery that is used in the manufacture of wire nails, is any large 
proportion of that patented?—A. No; I think not, now. I Ixiught the firstwire-ii:iil 
machinery for our company in Germany about 13 or 14 years ago—in DiLsseldorf. 
Germany. At that time all the wire-nail machinery in this cxiuntry was manufac¬ 
tured in Germany, but it is now all manufactured here and wc are exporting tliat 
machinery. 

y. At the time of what was called the wire-nail pool, some 3 or 4 years ago, the 
statement was frequently made that the machines for the manufacture of wire nails 
were practically under the control of that wire-nail pool at that time,—A That wa.s 
without a scintilla of tnith in it; none whatever. 

y. There was no agreement between that pool and the manufacturers of the wire- 
nail machinery not to furnish the independents?—A. I do not know as to that, 
hccau.se I had nothing to do with it. During the years of the so-called nail pool 1 
was president of the Illinois Steel Company. 
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Q. Then how is it that you declare that there was no troth in the widely published 
statement that there was such an agreement, and that the wire-nail pool did control 
I he wire-nail machinery?—A. I say that because as farbackas 1885 and 1886 1 went to 
(lermany and bought wire-nail machinery and had it shipped here, and the makers 
<,f it did not claim that there was any patent on it when I nought it there. I f there 
was no patent on what was known as the Malmedie machine in 1885 or 1886, no wire- 
nail pool or agreement made 10 years later would claim tliat they had a monopoly on 
the machine. 

tj. I understand you to say that the wire-nail machinery is now all manufactured 
A. Yes; all that is used is manufactured in this country. 

(J. Would it 1x1 a possible thing for the wire-nail pool to make an agreement with 
the manufacturerH of that machinery not to sell independents on condition that they 
would take their total output, or anything of that kind?—A. The answer is that any 
machine shop could make wire-nail machinery. It is not a hard thing to make, and 
tliere are no patents on it. Kilby, of Cleveland, who makes everything in the line 
of machinery, and who has made a great deal of machinery, baa made a great many 
wire-nail machines, and Whitney, of New York, has made a great many, and we have 
niaile a great many ourselves in tlio past. 

Q. When you furnish a manufacturer the smooth wire which enters into the 
manufacture of wire nails, in those cases where you do furnish the raw material, do 
you have any understanding as to the prices at which they shall sell the wore nails?— 
A. No. 


WIHK-NAll, PRICKS—NO AOREKMENTS—QUANTITY PRICES. 

Q, If they w’ish to follow your prices that is their own matter?—A. W'o have no 
agreement whatever. If they wish to sell at a loss, they can do so. 1 think our 
]incca are different, or terms are different, from those of any of our comiietitors. That 
is my understanding. 

Q. In the selling of your product, do you make it a practice to sell to jobbers 
mainly, or do you sell also to the smaller wholesale dealers and retailers?—A. We 
sell lo anyone who wants to buy; we make no distinction. 

CJ. Do you give an advantage in price to those who buy in car lots?—A. I think we 
have onc'jirice for carload lots, one price for less than carload lots, and one price for 
larger Quantities—1(X) or 200 tons. 1 am really not familiar with that. 

Q. That is to say, if you made this third distinction that you spoke of, there would 
be au advantage in price to the very large dealer who took, perliaps, several carload 
lols in contradistinction to the smaller ones who took only one?—A. Yes; 1 think we 
liave a jolilxir's ]irico, a carload price, and a less than carload price. My inipression 
is that the difference between the carload and the less than carload price is 15 cent-s 
per lOO pounds, but I can not toll you what the difference is between the jobber’s 
price and the carloml price. 

tf. There is a difference?—A. There is a difference. Mr. I’earson is here in the 
room and he. can tell you. He is a very large customer of ours. 

.Mr. Jenks. AVTH Mr. Pearson kindly answer the Question? Can you tell the 
diftcrcnce in price lietween the carload price and the jobber’s price? 

Mr. Pearson. Fifteen cents a keg. 

Mr. .Ienks. And then the difference between the carloarl price and the less than 
carload? 

Mr. Pearson. Fifteen cents, except on a contract; if the jobbers place a contract 
for l,(X)0 kegs it is 2} cents cheaper. 

The Witness. I am not familiar with the prices. 

THE ADVANCE OE WAUES. 

Q. (By Mr. Jenks.) Will you explain to us briefly the relations of this company 
t(i its wage-earners as regards any increase or decrease in wages since the organization 
of this company, so we might compare it with the prices themselves?—A. On the 
average, I think we are paying about 40 per cent more than the constitutent companies 
l>aid before. 

. Q. (By Mr. Jenks.) That is, you think the wages have advanced about 40 percent 
since the lieginning of the year?—A. Yes; possibly more. I think we have made 
two ailvances of 15 per cent each, and one of 10. I am not certain but we have given 
another of 10; different departments of our works have arlvanced differeut|y. 

The men who roll the steel are paid at a scale. For instance, at $15 billets they 
would be able to earn, we will say, $2.50; with billets at $20 they would be able to 
earn $8.50; with billets at $25, perhaps W,50; at $30, $5.50 up. So that they are 
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ptting two or three times as much. In the general scale of wages, taking all of our 
workmen m the various nulls, I think the average advance would be fully 40 per 
muL /"n"'n ‘'“‘'1 '* ".""‘'I • ^ '* ae an overall propositiwi, 

be 40 or cent'' ^ ‘*1“^ ‘he average advance would 

Q. flly Representative Livingston.) Has the advence in the rate of wages been 
proportionate to the advance of the prices of your product?—A. I think fully.coiS- 
enng the advance in raw material. ■uuy,(.oii8io 


DOES NOT AND WOULD NOT RECOGNIZE THE AMAUIAMATED ASSOCIATION. 

Q. What proportion of your workmen arc union men?—A. We have no means of 
knowinjL vV e make no distinction whatever Ix-tween union and nonunion; so 1 have 
no idra how niany of our men are union and how many are not. 

H. You .spoke of the fact that tlio wages were tixeil on a .sliding scale. Do you 
make any agreement witli your workmen at tlie beginning of the'year witli refer- 
Usiially-'yes —what tlie rate shall be, running througli the year? A. 

Q. Is that agreement made with the representatives of the union?—A. I think it is 
made with the men as imlividnals. 

hv*^.o.m,AHl!';s’"'7?i"”''“'* '*" '•I ‘he 'nills i.s framed 

Mom ? ‘ '‘“‘""f^'turers and ot the Amalgamated Iron, Steel, and Tin 

Plate Assoiiation of workmen.'—A. riie iLsual custom for llxing the scale of wages is 
for the Amalgamated Association at thmr annual meeting to agree upon what they 
think IS a fair scale and to presmit it to the mamifaeturer.s. Now, the manufacturer 
TIvuTsTi nonunion labor usually pay the same as tho.se that emi.loy union labor. 
ill f u n * 1 ‘"®‘h'''h ‘f “ manufacturer that employ.s union labor is not satis- 
f ed «ith the scale he hglita it out with the committc<--with what is known as the 
he gets the null l•ommlttee to agree, the men that employ 
nonunion labor, or the men that do not recognize unions, usually pay the same scale 
as those that haye an agreement with any askiciation. 

i" ’^h'"'<l”)‘'*‘‘<)n was asked liy Professor .lenks vyhether your workmen are paid 
under the union scale or not. \ou said youthinkthevajjreoiinlividuallv.—A Tliev 
agree individually. ‘ • 

urSi recognize, then, the Amalgamated Association in your work.s‘'—A 

Well, we do not as an association. 

Q. That is what I wanted to know. 

Q. (By Mr. R.vix heohi).) How many men do von employ?-A. Do you mean 
including everything in full? - i . -Nonnnan 

Q. Yes; in the iron industry, Ixgh mining and manutacluring?-A. Well if 1 should 
gues.s, I should gueas 30,000. eo, ui.uoum 

• how it i.s jio.ssihle for your company to treat with the.se men 

thev O nv ^.‘“ti .‘'J 'ri'n mine.s we pay tlie going wages, whatever 

^ey may lx. This jear, I think, wo made three or fouradyanccs in the iron mines. 
Ihe veaselmen are not employed hy the American Steel and Wire Company; that i.s 
ina separate company ; hntthe yesseimen, I think, are jiaiil ahoiit the same way. Tin- 
coke meii and the coal miners and the coke burners are paid whatever scaie'is paid 
in the district. * 

determines this scale of wage.s if there i.s no union to treat 

."'‘i I ‘tritely a fjue.stion of negotiation lietwecn the 

uiills, the mill owners, and the workmen. 

1 "'‘’’■•'"''^''hactingin an individual capacity, orinarcpre.sentativecapacitv ?- 

A. uti, tliey generally appoint a committee. 

Q. Then they have a form of organization, have they ?—A. Not that, in our case, 
we recognize, riiey have never asked us that—to recognize them. 

1. Js It not a fact that the iron miners have a national organization?—A, J think 
they have; yes. 

Q. And the coal miners as well?—A. I think so. 

Q. Blit yrmr employees are not connected witli it, to your knowledge?—A. We do 
not know whether they are or not. We tn.‘at with them in an individual capacity. 

or instance, if they came to us and said that they represented lodge so-and-so, wc 
should know then that they were m an association ; but they have never done that; 
they have come and said that they were a committee. 

. ptit the question very plainly, liave you at any time di8courage<i the organ¬ 

ization of your incm into a national association, or refused to treat with them as 
organized men. A. I do not think we have ever l>een asked to treat with them as 
organized men. 
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Q. (By Mr. Farqurar.) Do you mean to say that you have never been to 
sign an Amalgamated Assot^iation wale, by a properly coriMtituted comniitu-e ot the 
Amalgamated Association?—A. Are you referring to the American bteel and Wirt* 
Company, of New Jersey? To my own knowledge, we never have. 

Q. Have you at any time, your present company or the company you were con¬ 
nected with before in iron manufacturing, ever signed an Amalgamated Association 
scale with the men?—A. Yes; we have; years ago. 

Q. That was tlu! Illinois Company?—A. No. 

Q. Which company was it?—A. The Illinois Company has union labor to-day, 
ami recognizes its men as union men. T think our mill at Allentown, nortfi of Phila- 
tlelphia, had Amalgamated labor at one time. Our mill at littsburg, the Rankin 
mill, had Amalgamated labor at one time. 

Q- (by Senator Kyle.) Rankin?—A. What is known as tlu^ Rankin mill. Our 
Joliet mill, I think, had union labor at one time, and possibly our St. Louis mills, 
l)iit tliey have not had for several years. 

Q. (My Mr. KAumniAK.} Do you wish it understood broally, then, that you do not 
rerognize tlie Amalgamated Association in your present company?—A. We have not 
been ask(*d t<». None of them have askeil iis to recognize tliem. ff you want to, put 
the (juesti^'U to me as to whether we would recognize them if tliey asked us to. 

1 ,^. No; T asked tlie question as to whether you did or did not.—A. We do not 
ami have not Imhui askeil to; theri^ has been no reiiuest. to. 

You m(*an to say that these si^ales have never been i)r(?sented to your present 
eompany?—A. By whom? 

(h l>y tlie Amalgamated Association.—A. Not to my knowledge; no. 

(. 5 . (by Ki'preseniative Livingston.) Would you <lo it if they should ask you?— 
.V. No; we would not. 

TAKIEF NEEDED TO KEEP MEN EMPLOYED, AND TO PAY KKEIGIITS. 

(By Mr. Fakuuiiail) You laid considerable stress on the advantage that the 
tariff gave you, while you were b(*fore the Finance Committee of tlie Senate, and 
siil)se(jU(‘ntly tliat tariff was framed to suit your ix*.oi>le. Were you not aware that 
the ((‘Dor of all the discu.ssioiis in Congress, and through the press, and everywhere, 
was that tliat tariff was built to protec^t American wages first, and not your product?— 
A. I think we liave made money by liaviiig a protective tariff, and I lliink our work¬ 
men have also. 

(By litqiresentative Livingston.) You said that you received a c(‘rtain amount 
of protection; youdid not say what.—A. Six-tenths of u cent a pound on wire rods. 

ti- You sail! that you have a monopoly on machinery and patents?—A. Not for 
rolling wire roils. 

(i. I did not under.Mtand whether it was for barlxMl wire or smooth wire? —A. Not 
for smooth wire. 

But then yon have a paUuit on tlie machinery for making nails?—A. None 
whatever. 

\ want to ixak you if you need that protection any longer to enalile you to 
stand?—A. Yes. 

Q. A^ju mean to say that your syndicate or trust or combination, wliatever you 
niiglit call it—T do not name it—could not etxist without tliat protection now?—A. I 
mean to sav that if we want to keep the same number of men einiiloyed, and give 
tlie railroads and transportation (‘ompanies of this country the same amount of freight, 
we can only do so bv having a protective tariff. 

Q- A'ou could do that liy les.si‘ning profits on your wares, could you not? You could 
give lal)or the same wages, liut it. would come out of the profits you now make?—A. 
It wonbl de|K‘nd entirtdy upon the destination of the goods. If the goixls carried a 
freight rate, as they very often do in this country, of from $0 to $15 or $20 a ton, we 
could iiot, sir. The tariff ijuestion, in my judgment, is very closely involved in that 
questbui of tmnsportation. 

Q. 'Hien you need the protection more as an offset against the charts for trans¬ 
portation than you do for anytliing else?—A. More than for any one thing. 

EX1>0RTAT10N—AMERICAN AND EUROPEAN WAGES. 

Perhaps you gentlemen would like to liave me state the wages paid liy us in com¬ 
parison with the scale of wages paid to workmen in Europe, producing the same 
articles. 

U- (By Mr. Ratcuford.) We should like to have the scale of wages paid to your 
Workmen as compared with the scale of wages jmid Anierii^an workmen in the same 
industries, in the same departments. 
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The Witness. How is that? 

Mr. Ratchfokd. We should like to have the scale of wa^ paid to your workmen 
as comjiarcd with tjio scale of wages paid now to the members of the Amalgamated 
Association. 

Mr. FAH<jcn.\R. That is right. 

Q. (By Mr. Ratchtord.) And also to the members of the Iron Miners’ Associa¬ 
tion.—A. I think we pay the same. 

Q. Wo .should like to make a comparison if you will be pleased to state the scale.— 
A. I think we i>ay exactly the same. There i.s probably one factor that some of the 
gentlemen are not aware of, and that is our average exportation. Our average expor¬ 
tation for the year, for 1890, has bmi alx)ut 700 tons per day, so that I think the 
gentlemen would do well to look at the European scale of wages, for they are com¬ 
peting with us in the same countries. 

Q. (By Mr. Conger.) 1 wish you would make the comparison of wages paid here 
and in Eurojie, as you started to do a few minutes ago.—A. I think w’e pay at least 60 
to 85 per cent more on an average. 

Q. That is in vour wire mills?—A. Yes; wire mills, rod mills, and the various 
departments. I think our average will be not less than 60 and from that to 85 per 
cent higher. 


AMERICAN AND EUROREAN COST OK LIVING. 

Q. (By Representative Livingston.) Do not your wage-earners pay from 66 to 85 
per cent more for their food and clothing?—A. No, sir; thiiy do not. 

Q. They do not? You have looked into that, have you? You have thoroughly 
satisfied yourself?—A. 1 have studied the situation on both sides of the water for '20 
years. There is only one thing practically that is cheaper on the other side of the 
water for the workman, and that is rent. 

Q. Their clothing i.s the same, too?—A. You can buy a pair of shoes in Amerii'a 
(dicaper than you can buy the same pair in Europe, and you can buy clothes cheaper. 
You can buy various goods as cheap and cheaper. The living of the workmen is as 
cheap in the United States as anywhere in the world, providing the workmen live 
the same; but the Americana live better than foreign workmen. 

Q. You mean they l.iuy a higher grade of goods?—A. They buy a higher graile of 
good.s and live lietter, .send their children to Ixdter schools, anil enjoy the comforts 
of life; but the I'ost of living is certainly, in my judgment, as cheap'in the United 
States, everything comsidcred, as anywhere in the world for the laboring man. 1 
have Ixien to all the mill districts, practically, in Europe. 

Q. Now, can you give us thatsiale compared with European labor?—A. I made the 
statement that it was not less than 60 and I think 85 per cent higher in this country 
than anywhere else in the world. 

Q. (By Mr. BATcnixiRii.) The scale of wages?—A. Yes. 

y. And the cost of living is not any higher?— A.. None whatever, sir. 

WHY AMERICA CAN EXTORT DESPITE IIIOII WAGES. 

Q. Will you explain your ability to export in such large quantities if wages in 
Europe are so materially lower than they are in the United States?—A. Yes; lam 
very glad you a.sked mo that question. In (lerinany the cost of coke is about 
$5 a ton. The cost of a ton of coke at the ovens in this country until recently has 
been about JL.50; therefore the American manufacturers have the advantage in the 
costof the fuel over the Germans. They also have an advantage in the costof the ore 
over the Germans, so that if to-day the American wages were the same a» the wages 
of the Eurojieans, and the capacity was sufficient in tbis country, this country could 
make all the iron and steel manufactured and used in the world, in luy judgment^- 
no question about it—paying the same scale of wages, understand. 

Q. Admitting that tbe manufacturer in this country has some advantage in the cost 
of fuel, is it not a fact that the manufacturer in Germany has an advantage in the cost 
of transiMirtation?—A. Ithinknot; I think it is the other way; I think tbe American 
railroatlsare the cheapest transporters in the world; very much cheaper than they arc 
in Geniiany and England, and I have studied it from a German standpoint and from 
an English standpoint. I do not think there is any country in the world that trans¬ 
ports a ton of freight per mile as cheap as the American railroatls. 

Q. Yes, but the proximity to the markets there—is it not a fact that the manufac¬ 
turer is closer to the point of distribution than in this country?—A. Possibly they an- 
closer, but the answer is that the American railroail managers make the American 
manufacturer as close by making him a rate that will ffilow him to do business. 
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EirOKTB TO ENOLANI). 

Q. (By Representative Livinoston.) Have you been at)le to compete with tlie 
English manufacturer in this same way?—A. Yes; our London office scdls i)erliapa 
(iO per cent of the wire sold in Great Britain; 1 tliink it does. We .started our oflii-e 
in London in 1893 and figurerl at tliat time tliat the annual expenses of running the 
London office, including clerk hire and rent, ought to be about £I ,.500 a year, $7,.5(K). 
In the year 1899 the coat of operating the Lomlon office will be probably £15,000 a 
year. \Ve are doing an average busincsss in London of $15,tX)0 to .'p20,000 a day. 

Q. Now, what is the difference in price of firoducts in Ismdon and in your home 
ollice?—A, Onr exjMirt prices in New York and IsiikIou are praidically the same, and 
the niendiants have the choice of buying f. o. b. New York or f, o. b. Isnidon. 

(J. (By Mr, CoNciEn.) How are you able to make thos(^ pric(‘s the .same in T.ondon 
as New' York?—A. 1 should have said with the freight difference—that is, it is f. o. b. 
New York at a certain price and f. o. b. London with the freight adiled across. 

EXFOBT I'lUCES LOWEK THAN DOMESTIC—'tTlE HRAS<.)NS. 

Q, (By Mr. Jknks.) How does the export iwici; compar<! with the price to the 
Anieriian consumers?—A. We are selling to the niarket.s of tin! world at a les.s price 
than at home. 

Will you kindly explain the business reasons fordoing that?—.\. The business 
reason for doing that is that by working up a foreign husincss we can o]«'rafe our 
mills more fully, w(i can make our goods (dieaper, and whencvci' the tiiiKicona'S that 
there is a <lecline of the home price it will not necea.sarily affect the foreign jirices. 
There are times when the export prices are higher than the honie prices, .lust at 
the present time our home prices, T think, are prohafily .50, 00, or 70 cents a hundred 
higher than our export. I do not really know just t he difference, but 1 know there 
is a differi'iice in favor of exiiort to-day. At times it is the other way. But hy man¬ 
ufacturing, say, 200,t)0tf tons of wire per annum to export to all piarts of the world 
we chcaiien the entire co.st of manufacture very materially. By doing that we. are 
able to give the consumer at home a lower price in the long run, and employ per¬ 
haps 25 or 30 per cent more workmen, so that in the long run we tigurc that it will 
ci|iiali/,e it,self. Our home prices and our foreign prii’cs are never necessarily on a 
parity; one might lx; higher and the other might lx; lower; it would deiieud eutirely 
on circumstances. 

“business piiiNrii’i.ns.” 

Q. (By Representative Iuvinoston.) If you had the same comiietition in New 
York and St. lamis that yon liave in London and Germany, you would have to sell 
at a. less price here, would you not?—A, Well, if the raw material cost the same- 

tf. Independent of the raw material.—A. It is hard to say that a Hour-mill owner 
would tlx the price of flour irrespective of the price of wheat; I have never known 
one to do it. We all base onr prices on the jirice of raw material. 

Then why do you sell in lamdou lower than here?—A. We sometimes get a 
good deal more in the foreign market. 

Q. More than here?—A. Yes. 

(j. 1 undci'stood you to say that your price is less?—.V, I say at the present time it 
is less. 

(■i. Then you are not fixing the price, the foreign price, on file cost of the raw 
material now?—A. We are fixing the tonnage; if wo sell 100,000 tons of wire per 
month, we fix an average price on the 100,000 tons of wire; we go over that on the 
next month’s business. Our foreign prices niav lie advanced $2 or $.3 a ton. We 
work jxjrfoctiv independent on both sides of the water, and if tlie raw material 
advances on the other side we put up the price. If the prior's decline on tliis side 
ami not on the other side, we would hold the prices right up to tlie highest point 
tliat we could get the business at. We aim to run on business principles and get all 
the tonnage that we can. 

Q. Now, that is just the point. Over there you run the price to tlie highest point 
Jiossible under competition; at homo you do not have that?—A. I beg your pardon; 
we liave plenty of competition at lioino. 

(J. Have you patents?—A. Are you talking about barbed fence wire as if it wits 
tlie eliief business of our company? It is 12 or 13 per cent of the biisineas. We 
have practieallv a monopoly on that, liarring, I think, 3 inaniifactiirers, who are 
our licensees—.John A. Roebling Sons, Trenton; Janesville Barbed Wire Company; 
and Dillon & Griswold Wire Company. They are licensees, and I hey have a right to 
manufacture under the patents, and they make barbed wire, and make prices as they 
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see fit. VVc pay no attention to the prices they make; their j)ricea may be $1 higher 
or $1 lower than onrs. 

Q. The point T wanted to arri ve at is ju.st simply this: Do you regard competition at 
all abroa<l or at home in fixing inicea?—A, We regard competition in both places, 
both at home and abroad. Jf we had a large tonnage of finished product on hand, 
and the markets were moving slowly, we should reduce our prices |»:rhap8 at home 
and abroad the siiinc day. ' On the other hand, if the prices of the foreign products 
were advancing on raw materials, we might hold onr cxi)ort'price.s, or even put them 
higher. We nin onr business according to sup))ly and demand, considering the cost 
of production. 

OEKM.V.N' CONDITIONS—SriiSIIllKS .INI) SPECI.M, KREtllllT li.VTEK KOIt EXPORTS. 

Q. (By Mr. Ci..\rke.) Is it not a fact that exports from any country are often sold 
in the foreign market lower than in the domestic market?—A. Very often; yes. 
That is certainly true in the (leriimn market; and 1 will say that the Germans receive 
a .subsidy of ^!7.L’r) on every ton of stuff they e.xport, and that subsidy is made up by 
various allied lines of niamifactiiring, to encourage the export business. The Ger¬ 
mans own the railroads; and when it conies to making the freight rate from one 
German point to another they will perhaps charge it cents jicr ton per mile, or its 
cipiivalciit, and if it is an cxfHirt proposition they will do it for t! mills per ton per 
mile, the Government standing the ilifference. In other words, in the German Gov¬ 
ernment everything is based on encouraging the export of goods out of the country 
and einploving tlie workingmen to the fullest capacity. 

Q. (By .Vir. .Iexks.) Has this export trade from America been increased rapidly 
in late years?—A. Yes. 

CONSOLIDATION HELPS E.XPOliTS. 

Q. Do you think that the fact that a number of Hep.Tratc establishments have 
come together into one has hail any material effect on the export trade?—.\. Aliilli- 
jilied it by 3. Last yi'ur the exports were less than 100,001) tons; probably (iO or 70, 
not more than 80. This year it will lai over 2tK),000, as a result of consoliilalion, 
whereby we can afford to go at the busine.s.s in a more s 3 'steniatic way. 

(i. The individual coui'erns could not have afforded to take these pains to increase 
it?—A. No (jnestion about that. 

EXPORTS TO CHINA AND lAPAN—OVKHLANI) HA'I’ES. 

Q, (By Keprespiitative Livinoston.) Have you a trade iii the JOast—in .lapan and 
China?—.\. Ye.s, we h.ave a very laige trade in (.Ihiiia and .lapan. I think in the 
month of .Viigu.st onr Chinese traife was larger than that of any other country. In Sep¬ 
tember I think the Chinese trade was secoiiil. They are just begiiiniiig to buy goods 
in China and Japan. 

Q. Do you shij) from the Pacific or Atlantic; over the Atlantic or Pacific Ocean?— 
A. We ship mostly overland to the I’acilic coast, and thence liy water. The rail¬ 
road ]iresidents have .seen the necessity of taking care of the through rate, water ami 
rail, and have encouraged the busine.ss to such an extent that ]iractically all of the 
.Japanese and Chinese bu.“iness of our coiiutry goes overland; and if you gentlemen 
would reconimcnd a subsidy to Congress, subsidizing shipbuilding on a basi.s of the 
tonnageof American products, w hctlier it be wheat or corn or manufactured produit.s, 
you would be doing the greate.st favor you could to the entire producing class of this 
country. 

SHIP SCnSIDIES. 

Q. Supposing von got the canal, would that help?—A. That would help very niucli; 
but remember tliat other countrie.s subsidize steamshiii lines and mail lines, and 
allow them to operate cheaply enough to be. able to carry the products. As an illus¬ 
tration, until within a very snort time our shipments to Argentina have Ixien made 
via Ixindon or Liverjiool, for the reason that Lamliert & Hull, who were the main 
shipowners operating to Argentina, with headquarters in London and LiveriKiol, 
have made less ship rates from London and Liverjiool to Aigentina than it is |)os- 
siblo to make from New York. VVc shippisl thousands of tons of stuff from New 
York to Ijondon and Livcrpoid and reship|wd it and paiil the same rate from these 
ports to South Amerira that we had to pay from here. That is true also of the Ger¬ 
man lines operating to Brazilian ports. They get subsidies, as I understand it, in mail 
lines; and freight rates from Hamburg, Antwerp, and Bremen to Brazilian ports arc 
very much leas than the freight rate from New York. Therefore at times we arc 
forced to make a sacrifice in freight rates in order to sell goods in competition in these 
countries. 
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KFPOKT FOK A W'<)RIJ)-\VI1)K COMBINATION. 

Q. (By Mr. Jenks.) It was reported some montlrs ago that tliere hml been in 
serious eontemplation, at any rate, a tminbination between the American manufac¬ 
turers liere and corresponding manufacturers in Germany.—A. I went over there for 
that juirpose. 

Q. Will you kindly explain that to us?—A. I met all the wire makers of England, 
Germany, Belgium, France, and Austria, and I believe all in Europe, and 1 ailvoeated 
an agreement by which we could get better prices for our product and divide the 
tonnage on an ei|uitabie basis. They thought we were entitled—1 have no objection 
to telling you—to alxmt 2,5 jiBrcent of the business, and they thought they ought 
to have 75. Before I got away they offered us 45 and wanted ,55. I did offer to take 
.50 and give them ,50, but they would not do that. 


SVNmOATES IN GERMANY. 


Q. Have the manufacturers of steel rods in Germany, or of wire nails, combined?— 
.\. In every line. They have agreements, printeii and signed by the hoard of direc¬ 
tors, and they are legal and can bo enforced. 

Q. Is the same true with reference to England and Belgium?—A. Belgium does 
niit cut much of a figure in the wire business. 1 do not suppose the entire Kingdom 
of Belgium makes as much wire as our smalle.st mill. 

Q. How is it in England?—A. I think they have their agreements in England in 
nearly all lines. 

(j. As T understand in reference to Germany, it is substantiallv a written agree¬ 
ment, is it not, a pooling of the prices?—A. In'Germany the agreements are usually 
:i or 5 year agreements, got ui> in printed form, submitted to the board of directors of 
each company, and signed by what are called the managing directors of the various 
hoards, and are legal and can be enforced. As a rule their prices are from 30 to 35 
|ier cent higher to the home trade than they are to the export trade. The German 
manufacturers are the only com]K‘titors we have to-day. AVc do not acknowledge 
I’.ngland as a compelitor m the wire line. Gur own company makes, 1 think, 55 
per cent of all the wire made in the world. If the German manufiwtunu’ would run 
his business on the same husiness basis that we rnii ours on we should lie getting 90 
per cent of the export business; but they are suhsidized by the various allied lines 
to I he extent of $7.25 on every ton of wire they e.xport. In addition to that, the rail¬ 
roads, which areownedby the Government, make them a freight rate iviiich will allow 
them to inove their goods for almost nothing from the interior to the seaboanl; then 
wilh their subsidized .shi|is starting from their ports they have an advantage over 
ns fr,im all directions. 1 have argued that out and thrashed that out wdth them for 
months. 1 was over there, I think, for nearly 2 months. The coke men are in asyn- 
dicateover there; the ore men are in a syndicate; thocoal miners are in a syndicate; 
liig-iroii makers are in a .syndicate; the rod makers are in a syndicate; the wire niak- 
ei-s are in a syndicate; the nail makers are in a syndicate; and everything they have 
passes through one fmmel. 

t). (By Mr. Jenks.) Everything they all have?—Everything that the different 
allieil interests have pas.se.s through one funnel. Thi.s man is general agent of the 
rod husiness, this man on the plain wire, this man on the billet business, and so 
on down the line. Their entire idea is that they liave but one conn>etitor in the 
world, and that is the United States; and in order to jirotect their export bitsiness 
anil keep any portion of it they must work in harmony. They talk it freely, and say 
they can not make goods as low, mil withstanding the fact that they pay tlieir work¬ 
men alxiut half as much as we pay oims. 

t). In different lines of industry—wire mills and Iron mills—are they also allietl? 
I hey have an understanding wdth reganl to the prices of raw material?—A. Every 
one of them. 

t). ,do that there are not merely agreements among the manufacturers in the same 
hue, hilt different lines that aid one another are also together in one great combina¬ 
tion?—A. Yes. 


tj. The Government 
A. Yes. 


recognizes these agreements and will enforce them by law?— 


GOVERNMENT SUI'KIIVISION IN GERMANY—AMERICA SUOtll.l) HAVE IT. 

t). What supervision does the Government have over these establishments and 
oyer tiie.se agreements?—A. Well, I imagine the Government has pretty full super¬ 
vision over that. 

^ r' *'*'''*' Government requires quite detailed reports from these companies 

witli reference to their busines.s?—A. I judge they do, for this reaism: One gentleman 
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from over there—he was what is exiled the mana^^ing director or director-general— 
told me that his works cost him about 25,000,000 marks, ami ho said he kept charging 
the cost of his works <lowii year after year, Ix'sides jiaying 10 per cent quarterly 
dividends, until he got them where they sMod on the IxKiks at 1 mark. The 
Kinperor sent for him and jiske<l him if he thought thedennan l^upire could lie run 
on that Imais, and he made him put it back to 25,000,000 marks and pay the back tax. 
iS) I think they have pretty full supervision. 

Q. You think, tlurn, that tlie Govermmnit has dotaile<l inlVmnation with reference 
to the busim^.’^s itself? Does it also have the practice of taxing (jff the surplus profits 
in this way for the benefit of the imperial treasury?—A. This g(*ntleman that told 
me is a very reliable man; in fact, he is the chairman of one of the important lines, 
besides being president of his own company. He told me that the Emperor said to 
him, “If this thing were to continue, when* woulil the tjerinan ICmpire raise its 
money from?” 

Q. So you think that the (lerinan Empire; do(‘s keep control?—A. I think they 
keep very close control, and I think they know what the various concerns arc 
making; and are encouraging the dermaii maimfacturer, particularly in the export 
business. 

Q. I judge from what you have sai»l that yon think that is a wise plan for the (Jer- 
luan (Toveriiment to follow.—A. Ido; I think if tins (lovernment would adoj)t the 
same tactics, w^e should be the only manufacturing concern in iron and sU‘el within 
the next ten years. 

Q. You would favor having necessary dovernment supervi.'^ion o\'er every huge 
establishment?—A. Tbiquestionably; and T should be willing to give up a large per¬ 
centage of my stock to iuivo it so. 

GEKMAN SYNJ)n ATK.s. 

Q. (By Mr. Clarke.) Are these various syndicates called trusts over there?— A. 
No; they call them syndicates. 

Q. Are they in the nature of what are jiopulurly called trusts in this lountry?—.\. 
They are what I would »^all tnists. 

Q. (By Mr. Jcnks.) The general organization, F infer, is lik<* somi^ of tlie early 
pools rather than like the present large comlanations.—A. Yes; it is ati agreement, 
signe<J in some cases by 30, 40, and 50 mamifacturei’s. 1 liavi* seen some of the agre(‘- 
ments. 

AN INTRHX.VTIONAI. THCST. 

Q. (By Mr. Clarke.) If you had Vn^en able to effect an agreement with them .‘^neli 
as was proposed, what would that in;—an international trust?-—A. I do not know hut 
we should have infringe<l a litth* bit, as far a.s that is concerned; lait tliey talkeil 
alx)Ut putting the prices up pretty high. The dermans wajited to put them higlier 
than 1 did. I W’as in favorof puttingthe priee.s up about $10 a ton, and they thouglil 
they would stand $30. Tim only <juestion was that we could not agree on the 
perctmtago. 

Q. If ^ou had an international agreemerU of lliat kind, howeuuld our dovernment 
control it?—A. They could tax us on our protit.s. 

Q. They could tax you, hut they coul<l not tax tlie other fellow?—A. They could 
make us get a larger percentage—each firm; and we would get it, too, if we had any 
chance. 

TRAVELING MEN m.sPENSEO WITH. 

Q. Will you go back to the question of labor for a moimmt? Have you, hy virtiu* 
of yoiir organization, lieen able to make any material saving in lalxir by eiiqdoy- 
ing less men along certain line.H; for example, the traveling men?—A. I think thal 
the only point in these large consolidations that has Ixam harmful has been the 
wholesale dischaige of traveling men. With us, we harl practically 200 to 300 men 
in the constituent coinjiaiiieH, and they have Ix-en cut down to perhaps 15 or 20. 
We are working perhaps 30 or 40 per cent, more labor than a year ago; but the 
traveling men are the men that have HnEfere<l. 

Q. (By Senator Kyle.) Is that a saving to the general public?—A. I think it is; 
yes. 

Q. (B^ Mr. Jenks.) Do you pay traveling men on tin; road now' as much as you 
did earlier, or can you get along with a sonn^what cheain'r grade?—A. We ke<i> 
pretty good men and pay about the same in salari(;s. 1 do not remember any changes 
that have been made. 
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niSTORY OF THE FORMATION OF THE AMERICAN (STEEL AND WIKE <OMI‘ANY. 

Q. I should bo glad now if you would explain to us the way in which these differ- 
entcompanies came together. 1 understand there were some preliminary movements 
for a year or two.—A. I was quite a lai^ stockholder in the Illinois Steel Coiii|)any 
and the Minnesota Iron Company, which were two of the (Tnjipanies that went to 
form the Federal Steel. I made up my mind tliat 1 had worked liard for a good 
many years and I would take life easy. After the Federal was formed I disposed of 
my stock in the Federal and practically made my arrangements to go around the 
world. I still had my interest in the wire companv—in the American .Steel and Wire 
Company, of Illinois—and had been on very friendly term.s, and in fact was a director 
and chairman of that company, but never gave it any attention. Judge (iary, who 
was before you, was general counsel. I was importuned along in DeceinlaT to see 
if J could not buy some of these mills, to get u]) a larger consolidation. 

(h December, 1898?—A. December, 1898. Mr. Isaac L. Ellwood ami myself went 
out and boughta nurnberof millsand paid for them; oth(*rs we took options on, and 
others wo made partial payments on, until we got along to the ])oint. where we saw 
it. was possible to make a larger company. Our field of ojXTations was in the Mid¬ 
dle West up to that time. We (tame on to New York and ac(|uir(.‘d some more prop¬ 
erties by ])Lmhas(‘, and turned over all of our propc^rties and contracts to Mr. Voor- 
hccs; and I think he in turn made some arrangement for the financing of the opera¬ 
tion. Mr. Kllwood and myself had quite an interest in the transaction, and we becanie 
the underwriters, to quite an extent, on the same basis that anybody el.si‘ would— 
(‘xactly the same. We pi'rsuaded the American Oomj)aiiy, of Illinois—we advised 
them to accept one share of new preferred and six-tenllis'of a share of (emmon for 
..nc share (»f prefernMl in the old company, which they agreed to do. We offered 
(o exchange our stock on that basis, and 1 believe tlu? result was that .Mr. Voorhees 
ac(|iiired every share of stock of the companies. 

(J- Witli rt*f(irence to the other companies that came into the combination, was 
this all done practically by you and Mr. EIIwckkI, buying them up independently?— 
A. 1 think it was in every instance; there pos-sibly might he one or two oj)tionH in 
th(‘ name of Lambi‘rt & Oates, hut most of them were in the name of Oates & 
KItwi »»d. 

il Tlien you say that these were turned over to Mr. Vh:)orhees, and he {)raclically 
organi/.ed the new company?—A. Y(‘8. 

(i. And tl»ese exchanges were made?—A. Yes. 

il TIies(‘exchanges of stocks were made, 1 suppose, publicly by advertising tlirough 
Sfligitum Co.?—A. Througli Seligman & Co., of New York, and the Illinois Trust 
Company, of Chicago. 

(h ( ’an you furnish us a copy of that a«lvertisement, so that we can jmt it in our 
records?* 


’ T(i Uw pa'jcrrui mul comimn stockholders of the Avierican i^ai and H7/v’ Cninpaiiy: 

juiriiiK several months past the holders of a large itortion of Die sfmres of the .American Steel and 
WinO’ompHiiy Imve been carefully considering the ndvi.sability of ohUiining l.v purchase or reorgani- 
/Jifion other leading wire ooncems in theUniU'd suites, among them the Cleveland Rolling Millroni- 
I'.iny. of Cleveland, Ohio, manufacturers of pig iron, Bes.senier steel, and open-hearth steel, as well 
wiri5 in its various forms, and the Washburn & Moen Maiiufaeturiiig Company, of Worcester Mass 
and Wankegnn, 111. • 

It is believt-d that there would rc.snltgreater efronomy in raanagenienl and operation, atid thereby 
>e of advantage to all the sUxdcholders of Die several companies. After a thorough investigation nf 
Uie several properties and their values, actual as well as relative, the uequi.sition of the following 
I’ been assured uiHin a ju.st and fair basis: 

W iisliburn <fe Moen Maniifaeturlng Company, of Woroester, Miuss., and Waukegan, 111. 

VioreesU'r Win* Company, of WorcesWr, Maas. 

('ieveland Rolling-Mill Company, of Cleveland, Ohio, 
mver A Snyder Steel Co., of Pittsburgh, Pa. 

( liver Wire Company, of Pittsburgh, Pa. 

Wire Nall Company, of Newcastle, Pa. 

I ilteburgh Wire Company, of Pittsburgh, Pa. 

Uiieinnati Barbed-Wire Fence Company, of Cincinnati, Ohio. 

Ijilulaw Bale and Tie Company, of Joliet, III., and Kansa-s ('Ity, Mo. 

Consolidated Barb-Wire Company, of Lawrence, Kan., and Joilel, Til. 

Newburgh Wire and Nall Company, of Newburgh. N. Y. 
t o accomplish the object suggesleu, the following plan has been agreed upon: 

have been entered into for the organization of a corpioration under the laws of the 
1 . 0 .,? Jersey, to bo known as the American SUrel and Wire Company. This corporation will 

lavc an authorized capital stock of $90.(K)0,000, of which $40,000,000 will be seven iier cent cumulative 
preferred stock and $60,000,000 will be common stoe^k. 

acquire the above properties either by direct ownership or through the owner- 
mp ot not less than a majority of the capital stock, where it is not practicable to purelnwe the 
properties themselves. 

formerl which will furnish the ne(Tsaary <;Hpltal for th<^ nlmvc jmrehases, and 
n JWKDtion thereto providing the new company with a working cajilUil of about $13,000,000, exclasive 
i me working capital of the several concerns which will enter the new eorporntion. Whatever may 
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CAPITA LtZATION. 

The question has come up a good many times in connection with proposed legisla¬ 
tion regarding these larger combinations, as to the financing of these organizations, 
the (jnestion of overcapitalization, tlu; amount that had to be paid the promoters for 
the making of the organization, and so on. Can you give us an idea with reference 
to the capitalization of the American Steel and Wire Company, as compared in the 
first place with the value of the plants, simply lus plants, and then also an idea as to 
the value of jiatents, good will, and so on that went into the organization? To begin 
with, what is the capitalization?—A. Of the American Stwl and Wire Company? 
Ninety million dollars. 

Q. flow is it <livided?—A. Forty preferred and 50 common. 

Q. Now, with reference to the value of plants, simply a^'^mannfactnring planta.— 
A. I think the plants stand on the liooks at ahont $75,0^,000—the working capital. 
We have ina<h‘ some little inoru'v since we (ame together, and the working capital 
is perhaps $16,000,000or $18,(XK),00() over and aliove that. 

Q. Do I understaml you to say hy that that this working capital ha-s been made 
since?—A. No. 

Q. That was furnished at the time, 1 suppose?—A. Well, we have bought a great 
many properties since W(^ went together. We have paid out a good many million 
dollars; approximaUdy, ?(l,000,00() to $10,(X)0,000. 


be necessary of this working capital may be used f*)r the purchase of other propcrtiiss which may Ik' 
agreed ujion hereafter, the entire amount of capital to furnished by the syndii'aie beiiiK $2«,0(Xi'0(i0. 

The syndicate agreements will nrovide that the New Jersey company shall acquire such of the 
capital stock of the American Steel and Wire t'omjiaiiy of Illinois, not less than a majority thereof, 
however, a.s may la* olTerod.on the following basis: 

For each share of the preferred stock of the Illinois conporation the holder thereof shall receive one 
share of the seven percent emnniative preferred stia-k ol the New .lersey corporation, and in addition 
thereto six-tenths of one share of the <-ommon stock of the New .)er.s<>y e^irporatiou; for each share of 
the common slock of the lllinoi.s corporation the holder then'of shall reci'ive one ami two-tenlti.« 
shares of lhi‘ eomrnon stock of tlu* New Jersey corporation. It is fnrtlicr arranged that the binking 
house of J. tt W. Seligman <k ('o., of New York City, or its agent for that purpose (The Illinois I’nisi 
and Saving-s Hank, of Ciiicagi*. 111.), will exchange the cerliticates of flie vWnericHU Sli-el and Wire 
(Ynnjianv. of Illinois, on the ubove-nained basis, provided the same are preseiitc'd and deposited ai 
either of the ofliees above named on or liefore 'liiesday, Jantiary 17, I^'jy; that in event of ilelay in 
issuing the cerliticates of the New Jersey corporation interim eerliHeates will be issued, exehaiigealiU' 
for the engraved eertili<'ates when issiie<l. Tlie interim I'ertilieates will be issued l»y either J. . 
Seligman A .’o. or tlnar agents (tlie lllinoi.s Trust and Savings Bank at Chicago). 

It is Very desiralde that the llscal year of the New Jersey corporation coramenco on January I, bsir.i 
and to that end tlu; plan must beeojiHiunnm(e<l at the earliest iiossibledatc; therefore thcstoekliolilcrs 
in the American Steel and Wire Company, of lllirioi.s, are requesUsl to present ami deposit their stock 
jiromptly, .so that the sjimc may be‘speeiiily and without delay exi’hanged and the organization of 
tlu' New Jersey company facilitated. 

Book.s of transfer of the American Steel und Wire Company, of Illinois, were closed on Weilnesday. 
January 1, 1899, and will not he reopened until about January ‘A5. 1899. and the ixMiks of the New Jer 
.scy coriMiralion will be opetUMl as .s«Htn ns the engraved <-<‘rti*floati‘.s iin* ready for delivery, not later, 
however, it is Ixdieved, than JumiaryZ.'), 1899. 

It is protxi.sed that the new company will declare r(!gular <iuartorly dividemls on tlie preferred stock 
of one ana three-uuarters per cent, beginnitig about April 1. 1899. 

The undersigned, <‘oniprising the entire Ixmrd of direetorsof tlie American Sti'el and Wiref’omnany, 
of Illinois, after a careful consideration, believing that tlu* consummation of the plan proiKjscsi will 
increa.se earnings, decrease <‘Xpenses, result in a more .stable cost of maimfaelure, and more satisfac¬ 
tory results to the .stockholders, have decided to exchange their own share.s in the Illinois corporation 
for shares in the New Jersey corporation upon the above-named basis. 

J. W. Oates. 

A. Cmffokp. 

1. L. Ei.j.wood. 

ihtAS. Doitolars. 

Wm. Kpf.nrorn. 

F. II. CHIRHOL.M. 

John Lambert. 

F. Baack^s. 

K. H. Gary. 

K. J. Buffinoto.s'. 

W. H. Kowe, 

Jani-ahy 7. 1899. 


New York, Jannnrij 7, isuo. 

To the holders of the. preferred and common stock of American Steel and Wire Onnpany: 

Wo are now prepared to receive the depo.sil of ccrtiflcati's of said stock, under an agreement datc<l 
Jantiary 5,1899, between John W. Gates ami Isaac L. Kllwood ami Frederick P. Vmirhoes, issuing 
therefor our negotiable certitlcates of deiK^sit, exchangeable for the stock of the American Steel ami 
Wire Company {new company) when received by us for delivery. All stock certificates tohedepos- 
Ited miLst be duly endorsed in blank. 

New York certificates to be prc*sented at tfu- office of J. & W. Seligman A Co., 21 Broad street, Now 
York. 

Chicago certificates to be rire-sented at the office of the Illinois Trust and Savings Bank, Cnicag‘>. 
who will issue certiflcati>s of dejiosit therefor on our behalf. 

J. A W. Seligman A Co., DeiMsitaiT 
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Q. When you speak of the value of the plants being in the neighborhood of $75,- 
000 ,000, do wo understand by that the value of the plants as working plants, includ¬ 
ing the good will, patents, and so on—everything included?—A. Yes. 

VAUIK OF THE PLANTS A.S PLANTS. 

Q. What do you think would be the value of the plants, excluding the good will 
and the pabuits—that i.s, what would bo the cost of putting up tile plants now^?— 
A. Well, that is a pretty bard question to answer, 

Q, Of course we expect only an estiniate.—A. They could prolxably be put up for 
less than they stand tor on the books, but in the ineantiine the plants in operation 
would earn a good deal of money before new |>lants could be imt in opi^raliun. 

Q. Of course.—A. Ilow inucb loss it would bo very hard to tell; in the hundreds 
of engines and thmusands of horsepower in lK)ilcrs, that if vou w('nt out to buy them 
you could not get delivered in the next 18 months. Our plants could not be dupli- 
catisl and got in operation in 8 yiars. 

Q. Of cours(! the <piestion is not a priwtical one so far as any immediate change is 
concerned, but it does form a basis, uevertheU'ss, of estimating the method of (^a|ii- 
lalization. Oranting that it wipuld fake 2 or 8 years’ time, tlup question is w’hat it 
woiilil cost to put them uji, in round numhers. We have had some witnesses say 
that the good will of their business was worth more than their plants. —A, An answ er 
to that would be that -T. P. Morgan A Co. enqployp'd smne engineers and sent the engi- 
ne(‘rs around to appraise part of tin; jdanl.s—not all of them—part of the plants that 
became [Part of the American Steel and WireConqiany, perha|is 70 jier cent in value; 
and they a|ipraised them, as I rememlxu-, at about $28',000,t)00. They were appraised 
at a lime wlnm boilers, engines, labor, and everything else would be ISO or 80 per cent 
less than to-day; so if you were to ask me what was a fair value of the iilants of the 
American Steel and Wire Company to-day 1 should say probably l!>50,0IK),0(K) or 
*i;n.n00.000. I should say there might be $10,000,000 or $15,000,000 of stock issued 

a- g.».d will. 

Q . (l!y Mr. .Tf.nks.) In this valuation that was put uiion the jilants by .1. P. Mor¬ 
gan A Co., what was included? That included also, did it not, the good will?— 
A. .Vo. 

(J. That included some of the patents?—A. .T. I’, Morgan & Cci. picked 3 engineers— 
in fact, asked me to select 3 engineers, and Iselec'teil 3 of the best engineers in America, 
and they went around and examimxl the plants, and made a statement to M r. Morgan 
as to what the ]>lanta could be built for, m their judgment. That was in DecernlMir, 
1807, January and February, 1808, when ATorgan & (to. expect-'d to finance the deal, 

<j. So that $50,000,000 or $1)0,000,000 wouhl be a fair estimate as to the value of 
till' plants in contrailistinction from good will, trade marks, and soon?—A. Trade 
marks and everything of that kind. We have a good many iiatents registered all 
over the world, and trade marks and things of that kind. 

Q. 1 notice in your statement of capitalization you say that $10,0(10,01X1 is preferreil 
aiid $.50,0(K),(X)0 i.s common stock. Was I he general plan in the minds of the promoters 
or the organizers that the bare plants themselves should be repiacsented in the amount 
of preferred slock, and the good will, patents, ami so on, by common stock?—A. 1 
think you woidd have to ask Mr. Voorhees that question. 1 do not think I should 
be competent to answer it. 1 can not tell you. 

CAPIT.ALIZATION SUOtU.II BE BASE]) ON KAFININOS. 

Q. (Hy Mr. Clahke.) AVhich do you con.sider the more valuable, the plants or the 
business that has been laiilt up and made to grow out of it- in short, good will?—A. 
W ell, my answer is that this country is not as well C'lucaled on the value of go<xi 
will as Unglanil. In F.ngland they value good will niueh higher than in America. 
It is hard to place a rule there ami show what gooil will is worth in the United States, 
imt in England they have a pretty fairly fixed rule for the value of good will. I do 
not know ju.st what it is. 1 think in round terms thev figure, irrespective of the 
amount of money investwl in any specific line of goods, tliat if it will pay 7 or 8 per 
cent on the principal, they are willing to capitalize on that basis. That is about my 
idea. For instance, a ^•om•ern making $70,000 would Ix) capitalized at $l,(X)0,IXt0 or 
£2(K),(W0. That is my idea of good will. England is further a<lvanced in the indus¬ 
trial line than America. They have had more experienc*' and they are oUler manu¬ 
facturers. I do not claim that they are better; I do not think thev are as good, but 
lliey have a better rule. 

Q. (I>y Air. ,Jf-nkh.) Your own opinion is that capitalization ought to be on a basis 
of earnings?—A. That is my idea. If a street-car line running between the Capitol 
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and Treasury Department shows an earning for 10 years on $10,000,000 and only cost 
$500,000,1 woultf rather buy that street-ear line than the one that runs from the Capi¬ 
tol to BaltiitKiri! that ean not show anything over operating expenses, notwithstand¬ 
ing the fact that it cost $10,000,000. The earning omacity of a road is what would 
guide me very largely in making an investment. For instance, the Pennsylvania 
Kailnawi, with 5,OO0 or 6,000 miles of rails, is probably earning two or three times a.s 
much as the Atchison, Topeka, and Santa Ft; with the same length of line. There¬ 
fore, I would say that the Pennsylvania Itailroad was worth more per mile from the 
earning capacity. 

Q. From the other point of view you would perhaps suggest that it would be well 
for Congress to lower the rate of fares on this road that gives so little and that gets 
so much?— A. I think that in time \merican competition will etjualize rates, or fares, 
and the price of commodities and anything else. 

NATIONAL CHARTERS. 

I think the American Congress had better encourage and foster all of what some ol 
the gentlemen in the room would be pleased to term trusts or monopolies, but w’hich 
I call consolidation; I think we should encourage it. I would beverymuchin favor 
of having national charters granted. 

Q. (By Representative Livingston.) How is that?—A. I would be very much in 
favor of having national charters granted; that any concern that wanted a charter 
for a company of $5,000,000 or more, would have togo to Washington and pay a sub¬ 
stantial sum for tliat charter, and a substantial sum per annum thereafter. If the 
term of the charter was for 9i) years, they have got to pay so much for a charter, .say 
$100,000. I would charge them $1,000,000 a year for '99 years and say to theni: 
“Now, you imt that right in the cost to start with, because you have got to help pay 
theextiensesof theOovemmentto the extent of $1,000,000 a'year.” That would stop 
overcapitalization. It will legalize what some of our friends would term trusts, 
which are obnoxious to some of us, and it would he a good thing for the country in 
general. I can not understand why it is fair foratirm that is legally organized under 
the Btate of New .lersey or Delaware to he attacked in Illinoi.s, Iowa, or Nebraska, 
and I think the only wav to overcome this is to have national charters, so that when 
a man gets a national charter he is not subject to attack except here in Washington 

Q. And you would expwt also very rigid government supervision?—A. I would 
make them’ make money and make them pay their men accordingly. If necessary, 
I would have a manufacturing commission, the same as the Interstate Commeric 
Counui.«sion. 

NO effort to eliminate COMI'ErinoN. 

Q, (By Mr. Farquhar.) Is not the spirit of your combination the elimination of 
competition?—A. No, sir. 

tj. In what way do you explain it, then?—A. To the contrary, wo encourage every 
fellow that comes around to go into business. We sell them goods and try to inaki' 
them all make money. We say to them, “Here are our prices; this is what we arc 
getting for our stuff. There are 20 or 30 concerns in the manufacture of woven wire 
fence in the United States.” If they choose to pay the price, we will sell to tliein. 
We have the woven wire fence down to where we can make a clear profit, and they 
can not manufatdure. We have said to them, “Gome to us with your woven wire 
fence orders,” and they are buying from us right along, and they are making money. 
We'are not doing anything to iliscouriige the small manufacture, a.ud we do not 
intend to. We believe that we can make money and we want our neighbors to. 

Q. Have they any means of competition otherwise than you allow, seeing that you 
control Hui'h an immense amount of the pnxluct?—A. Yes. 

Q. In what way?—A. The Federal Steel Company have 3 rod mills. They turn 
out, I HUfipose, 600 or 700 tons per day. There are 2 other large rod mills. They can 
buy rolls where they like; buy wire where they like. Wedo not, by any manner of 
means, try to control. If a man docs not buy our goods, and put them into the 
finished product, we do not try to control him at all. 

IKON ANU STEEL AND ORE FRODUCERS OUTSIDE THE FOUR GREAT COMPANIES. 

Q. Do not the 4 great iron and steel consolidations now consolidated under the 
laws of the State of Now Jersey, you being one of them, practically control the whole 
proiluct of the country?—A. No, sir; we do not. 

Q. What per cent of the manufactures are oiitsiilc of your control, for instance?— 
A. In the iron line? 
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Q. Yes, iron and steel line.—A. Ix;t us make a distinction. lajt us take up iron 
first, and then take up steel, because steel iimkera do not make iron and iron makers 
do not make steel. I do not think 40 per cent of the furnaces of the. United States 
are owned by the Carnegie, FedemI, the National, and ourselve.s. I doubt whether 
;(0 per cent are. There is an answer to your argument right there. 

Q. How much steel?—A. Well, I should say in l!es.semer steel perhaps 80 per 
cent is represented by the 4 concerns. In open-hearth steel perhaps bQ or tiO; but 
furnaces are building right along. 

(1. How much of the ore product do your 4 great concerns own in this country?— 
A. You allude now to the Bessemer ore or basic? 

Q. Both.—A. 1 suppose the 4 concerns own .')00,000,()00 tons (.it ore, in round 
numhers. 

Q. Practically your 4 concerns are now mining, transporting, and u.sing nearly all 
the raw material that enters into the manufacture, are you not?—A. No, sir. 
q. What per cent are you less than the whole?—A. Ahout 40 per cent of it. 

IJ. Where are these independent mines located? 

Q. (By Senator Kylb.) Less than the whole?—A. Yes. Take all the furnaces 
in the South and there must be 2b or liO furnaces owned by the Tennessee, and 
Sehloss, and the Woodward and independent inlerests. Probably 40 per cent of 
them own their ow'ii ore. 1 am interestc'cl in the ore properties in the .South person¬ 
ally; not in the (.'ompany, hut iiersonally, several million tons of it. You take 
the ore of the United States, and it runs into the billion.s, and of the billions 
.'’lOO.OlK),000 i.s probably owned by-the 4 eoneerns that you named. Now, take tim 
concerns throughout the East, and they are snjiplied w ith tlaur ore from the Port 
Henry mines on Lake Champlain, and pos.sihly are sipiplied from Cuban ores or 
Spanish ore, or .Southern ores. When you come' to the ore jiroduct of the United 
States it is simply enormous. No man can tell within billions of tons what the 
total ore crop of the United States is until you develop it. Take the Colorado Find 
and Iron Company, the Cainhria Iron (ompany, and the Lackawanna Steel and Iron 
( ompany', ,loims die Latighlins, and the Wheeling Sti'el and Iron Company; all 
large concerns, not anyway eonneeted with any of the.^e consolidations; they are all 
largi' makers of rails and idates and users of Besseima' steel and everything in the 
ii'oii and sti'el line. 

(J. 1 speak not, of the geological situation at all. I am talking ahout the output of 
the .American mines; how much your 4 concerns control of that annual output.— 
A. Animal output of iiigiixui? 

(b Y('s, of ore itself; 1 wAnt to get at the raw material in inumsliate ownership or 
eeiitrol that would cover all the list?—A. In out[mt? 

(i. A'es. —A. Probably (to per cent. 

(f. Si .\ty percent. A'ou speak of the Champlain and other mining properties that 
aiy. away (n.in the great ctaiters of Pittsburg, Chicago, Cleveland, and elsewhere, 
l’>irminghaiii, for instance; but do you not practically control all the great centei's of 
maunt'acture, through the ownership of the ndnes, and practically through the trans- 
portation?-A. No. 

(f. A ou are safe in saying then that you do control fiO [>er cent of the annual prod¬ 
uct at the present time?—A. Of the Lsiti) output, tiO per cent. 

No eOMBlN.Vl'lON nirrWBKN' tub FOUII OUB.Vr (’OMP.eNlBS. 

Q. As there is no combination oti the jiart of the independent owtiens of mills and 
uianufaeturers, why do you not even get control of the market itself as to jirice and 
everything else?—A. A^ou are going ou the basis that there is no agreement among 
ttie outsiders. Are you sure of that? 

(f. ft has been generally eoncedeil.—A. I am not willing to concede it. 

W- (By Mr. ('oNoiiii.) AVAis there any agreement between you 4?—A. Noneatall. 
q. (By Mr. Fahouiiau.) You buy and trade among voitrselves?—A. We trade with 
outsiders as well as they do. 

NO ATTKMl’T To TlIIiOTTl.E ('(I.MI'ErmoN. 

Q. Certainly; but it is still a matter of commciit that while you control your 60, 
pi emit of the annual product you are controlling the inde|am(huit owners, because 
i on should control the market price these indeiiendeiits could not.—A. They could 
ciui(r..l It to the extciiit of their own output. 

^ o'* ^ Y'*"'’ lu'sinesa that you name a reasonable price? You say all 

ausactmns are baseal on profit, and you name a reasonable price and the whole 
country agree to that7-A. I did not say that. 
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Q. Then they have practically to agree to that?—A. No; I did not say that. 

Q. How near will yon come to it?—A. I say from A5 to 95 por cent, possibly 9,5 
per cent. 

Q. Then you want to make the statement here that the combinations have not in 
any way made the combination to eliminate competition?—A. 1 am not talking for 
any concern except the American Steel and Wire Company. 

Q. I mean your oven.-A. I say we have not, directly or indirectly, attempted to 
throttle competition in any manner, or made any agreement whatever as to price. 

Q. Have you ever made in your own husitiess any attempt to name jwicea as far as 
the mills or manufacturer.s outside of your own company are concerned?—A. Why, I 
think, a.s a broad proposition, the prices being equal, that the largo trade would give 
us the orders. 

th That is right.—A. [ believe that some of my (olleagues do not agree with me. 

Q. (By Mr, Conger.) On what Imsis do you believer ■that?—A. I believe that 
because I Itelieve that a large l)uyer would tigijre that if it ever should come to a 
fight in business we would be willing to go as low as the other fellow ami a little 
lower, and when times are good they are willing to buy of us, dciKuiding upon our 
feeling, upon our sense of justice and eciuity, to take care of them if there eversbortld 
(‘ome a storm. 

(I In other words, your theory is that the present high prices come from the 
demand for consumption and not from any agreement?—A. Entirely, entirely; they 
are very much higher than I wish they were, I will say that. 

NO CKESENT UESKiN OK .4 N INTEHN.iTION.VI. SVNJrlC.vrE. 

Q. (By Represcntativi! Livingston.) Do you desire or purpose to continue your 
efforts, to renew your efforts with manufai'turers in foreign countries to .syndleiiti' 
this husiness?—A. No; I think we have about given that uj) and made up ourmind.s 
to [laddle our own canoe. To tell you the truth, I think they woulil have given me 5(1 
per cent Viefore I left Europe, Imt I got seared and came honie. They had a meeting 
m Berlin, hut I made up my mind not to go to it, I think they would have given 
me 50 per cent. 

WHO .\RK eoMI'EriTOItS?—WHAT I.S RAW MATERIAI,? 

tj. (By Mr. Ratchford.) In reply to a question, you stated, I heliev(“, that it was 
not the purpose of your eompanv to eliminate competition?—A. That is true. t\'e 
have been offered nearly every plant that is outside at fair prices, and w'e declined to 
buy them. 

Q. You have further stateil, I believe, that if you were to sell your wire at a price 
at which you could make a reasonable profit you would drive the small manufae- 
turei-s out of business, or words to that effect; is that true?—A. Well, the manufacturer 
that liought his raw mahwial of us- 

Q. But prior to tlm time he bought his material of you. W'e want to get at that. 
W'e aasume now that he is manufacturing independently?—A. What do yoti call his 
raw material? There are so many definitions. Do vou call it ore? 

Q. Ore is raw material, I presume; some such substance as that.—A. 'The fellow 
that has raw material, his ore W'ould not sufhir from anything we could do if we 
were inclined to. 

Q. Would not suffer?—A. No. 

Q. The smaller manufacturer has concluded,! believe from the evidence you have 
given us, in some eases to buy from you and sell to the consumer?—A. Yea. 

Q. Feeling that he can do so, of course, more cheaply than he can manufacture?-- 
A. Yes; perhaps that is it. 

Q, What effect has that on the former?— A. Perhaps he has not got the faeililies 
for getting ore; [lerhaps he has to buy a partially finished (iroduct and finish tlial 
prisluet; he may have to buy plain wire; lie may have to buy rods or billets. 

Q. If he has not the facilities, he is not a competitor?—A. Tie is a competitor in 
the finished line; vou can see the various stages. 

Q. Yes; but in the strict sense he is not a direct competitor, is he?—A. Yes; in I he 
finished lino he is. lie is a direct conqietitor ir whatever line he sells to the public. 
If he is selling wire nails to the public and we are selling wire nails to the public, 
that man is a competitor of ours, is he not? 

Q. Yes, yes; if he is manufacturing wire nails and you are doing the same, he is a 
competitor.—A. Yes. Now, then, he may buy his wire from us to make those nails, 
and ho may buy his rods, or he may buy his billets, or he may buy his pig iron, or 
he may buy his transportation from the American Steamship Company, in whii h I 
am interested. So the stage cuts a great figure. 
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ABOUT BUYING ORK. 

Q. Now, taking up the subject of the ore in the ground, you rnfule reference to 
that in the beginning of your testimony.—A. Yes. 

Q. The statement made, I believe, was that the value of that ore had increased i»er 
ton from 40 cents to f>2 within the last 2 years?—A. Witliin the last 3 or 4 years. I 
tlniik in 1894 was tlie lowest price for ore. 

Q. Are those wIjo are operating those ore mines to-day paying that exce.ss cf>st per 
1(U» of ore proiiuced, or are they operating their mines on contracts made prior to the 
increase of the value of the ore and the cost of the ore?—A. Well, there wouhl l>e two 
ligitimate answers to that. One is that it depends on wln^n the fellow sold the on^ 

I got a telegram last night that we just starte<I sliipjiing ore from one (d our mines to 
tiu' J>{ickawanna Iron and Steel Company. W(‘ loaded, 1 think, 250 cuirs yesterday. 
That was the fiistday of shipment. Now that ore was a recent sale ; it will tiayjj. very 
jiamlsoine profit. Jf we had sold that ore 0 or 8 months ago, tln^re woulcl not have 
been very much profit in it. 

Q. Is it usually bought-A. (Intermiiting.) It is usually bought in the winter 

months. 

Q. Ik it bought by tin; acre or bouglit on a royalty basis i«*r ton?—A. Well, both 
ways. 

t'y Both ways?—A. Not i>y the acre usually; usually a man jiays so much for a 
tract. We bought one trac^t this spring; we t»aid $700,000 for it; we liad the ore 
iiM'asur(‘d up in that tra(d, and it measuri's, according to the figures of one of the best 
experts in this country, 83,000,000 tons of ore. I suppose that ore would .sell to-day 
for 2 or 3 million dollars. 

CKK^KS PAID FOR OHK AND Ul'ANTlTY MINED. 

il ^Vell, the ipiestion that I want to bring out <lirectly is thi.s: Is it not a fact tliat 
till' hulk of the ore purchased in iliis country has been bought upon tlu; lower-pric(‘d 
contracts?—A. You luean the ore in the ground? 

i.l. No, the ore that is piiichase<l.—A. Tlie or(‘ tliat was pundiased this year, or 
Mio.-^t of it, was bought at these liigh juices—last Jannary’.s jirices. 

Q. (by Mr. Farquiiar.) How high was last year’s price?—A. I tliink it was about 
$2.lHI for Norrii* as a biusis. 

ty Now it is $4?—A. 1 would l>e willing to pay $5. 

tj. How much i.s flio increase in the output tfiis year of ore mined compared with 
what it was in 1898?-—A. 1 think jirior to thisyear-^l have not tin*exact figures with 
me - but jirior to this year the largest amount of ore that ever eame out from what is 
called (li(‘ hake Superior <listriot was about 12,000,000 ton.«, jierhaps 13,I)00,0(X) tons. 

1 would not be exa(4, perhaps 12 or 13 1 would say. This v<'m* 1 think it wil’ bo 
between 18,000,000 amt 17,0(X),tXH), and the prospects are t)uit next year, from the 
present outlook, it will la-owd 20,000,000 tons if they have transportation to move it. 

(h Has that increase (;ome through demand and sujiply alone?—A. Yes. 

(i You know of no arbitrary rais(> in the jirice by manufa<*fur(*ra or owners of (he 
product? It has come naturally, you .'<ay, by demand and supjily?—A. Why, in our 
line- J am only talking about onr liiic;—l)ui in our line it has come entirely from 
supply and demand. We are Ixjhind our orders to-day. 

WHY i.owEU PUft’Ks woui.n be ueitek. 

Q. (By Mr. OoNGER.l A .short time ago you stated that the prices of these steel 
products were higher tnan you wi.shed tliey were. I wish you wouM go into that a 
little further. Inasmuch as you say you are iu ImsineKS to make money, wliy <lo vou 
object to (lie higher prices?—A. We are (juite large huy(‘r.K of wluit is known iis soft 
steel, steid from .04 to .10 carbon. There are some higher carbons, .(>0, .70, .80, or 
.90. Wo are quite largo buyers of that sh‘el. In th(^ jmst we have been able to buy 
that sli'cl at anywhere from $13.50 to $1() a ton. We are i>aying for that .steel now— 
1 think our last pureha.sti was $32. That was some time ago. I think to-day the 
}>!•{<•(* would 1)0 $34 or $30, and of course that pushes uj) the jirice of our finished 
product accordingly. We have paid for steel as high a.s $50 a ton this year; bought 
a good deal of it as high as $50. 

Q. In other words, then, the price of your raw material for making Ihese products 
has imToased more than you have b(*en able to increase the price of the manufa<*tured 
products?—A. Yes; we have had stuff sold at 2 cents a pound and we paid $50 a ton, 
2.1 cents, to make that. It just so hapixmed. 

Q. Sold on contract, you mean?—A. On contraet to mamifaeturing concerns. 1 
do not mean to be understood by that that we have been doing a losing business 

83a-05 
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with our eyes open; but we did not realize that steel was going so high, and we have 
had to go into the market and buy steel at $50. We bougnt a good deal of it at $48, 
special carbon and sjK'cial phosphorus steel that we had to have in our business. We 
paid the National Steel Company, 1 think, $48, and I think we paid Jones & Ijaughlins, 
of Pittsburg, $50, and I think we offered Mr. Carnegie—1 know 1 offered Mr. Schwab 
$50 for quite a large tonnage and he told me he could not si'll it. 

Q. Do you think the managers of any others of the.se large steel companies agree 
with you in this idea that their interests would be better j)romoted it prices were 
lower?—A. I think so; that is, I recently heard the heads of other concerns regret 
that the demands and tlui conditions had fonx'd things to such a high pitch. The 
amount of it is, that the manufacturers have not made nearly as much profit out of 
this advance as the publh* has been led to believe. Everything they have had to buy 
has been ])roportionately high, their wages and everything else. 

WHY CiUrKS AUK SO HIOll. 

Of course, no one w'ill deny that making open-heartli steel at $50 has been a very 
profitable business. There has been a gre-at deal of it sold at $48, but the troulil'c 
was that there was not enough opi'ii-hearth steel to go around. Th(?re were in.it 
enough plants in this country to take care of the immense consumjdion. I believe 
that until this year there has practically never been any large amount of steel cars 
made. This year 1 think they are using nearly a thousand tons of plate a day, iron 
and steel, in the manufacturing of cars. That is in an entirely new industry. Tin* 
shipbuilding business has been very active botb at home and abroad, and that 
ha.s oonsuine<i a very large amount of plate and angles an<l diannels and that 
class of mati'rial supplied to ships. Tin? i;onsequ(mco has In'en that a shipbuilder 
would take an order for 5 boats, and after be bad taken the order, perhaps, lie 
would go out to buy liis material and be would find it a little bit higher than he 
expected he would. He would conclude that if he waited a week or two he rniglil 
get a lower price; and he would wait and the jirice w'ould go up on him. This luis 
been tni(‘ of both sides of the water until they puslied up the prices on this, and in 
pusliing them up tliey have [Mislied up the price of wages, of the lalnir that made 
the plates, the angles, and all that elass of labor that is jiaid on a sliding scale; and 
they have got higher wages on that account. It has been a very lucky thing h.ir the 
workmen, ft might be unfortunate for the man that took the contract fortheships. 
I have happened to know of ships that have been built with .some material that cost 
them $1.10, and the next plate on the wune boat cost $:3. It was perhaps no fault ef 
the )>oat maker. He could Jiot get steel when he wante<l it; there was a breakdown, 
and he hail to go out and buy what was necessary, and the iron and steel manufac¬ 
turers are now tVom 3 to 9 months behind their orders. 

MARKET CONDITIONS IN GERMANY. 

Q. Is that true in this country or on the other side of thii water?—A. It is inon* 
true on the other side than it is here. I think the average iron and steel manufac¬ 
turer in Germany is sold up until about the middle of 1901, 18 to 20 months. Tln^ 
condition is mucij firmer over there than it is here, because they go so much furtlier 
aliea<l with their sales. 

Q. By saying that (conditions are firmer, do you mean to sjiy that prices have md 
advanced here as much as they have over there?—A. Yes. 

AMERICAN STEEL AND WIRE (H)MPANY AS A IlUYER OK STEEL. 

Q. (By Senator Kyle.) To what extent do you go into the open market to pur¬ 
chase your sU'el?—A. I Iwught wi^ek btdore last—1 was in New Yoi4c all last wci'k 
and week before—1 bought 200,000 tons myself for which I have contracted to jmy 7 
or 8 million dollars; I can not tell you the amount until I figure it up. 

Q. Ordinarily do you go into the open market in this way?—A. Yes; we an* 
always buyers. 

Q. But partienlarlv in such times as these, with the increase of hiisineas?—A. It 
perhaps fair to say that we have been always the largest customer of the National 
Steel Company, the Carnegie Steel Company, and the Federal Steed Company—laa-- 
tainiy the Feeieral and Carnt'gie. 1 would not Ix^ (inite sure about the National, b'li 
certainly the Carnegie Steel Company and the Federal. We pay them more money 
than anyone else; there is no doubt alx)Ut that. They have tola us so. 

WHY THE HIGH PRICES WILL NOT CHECK CON8UMITION. 

Q. (By Mr. A. L. Harris.) What effect will the present high prices have upon 
consumption in the future in the steel business?—A. I have thought that they 
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woul<l check it; but in talking with railroad president^!, I have made up my mind 
that it would not give much ot a check, for tlie reason that up to two or t hree yearn 
ago the railroads were transporting cars that contained 15 to 20 tons of goods of vari¬ 
ous kinds, coal, ore, and coke; to-day they are using cars that carry 50 to GO tons. 
Tliey have htul to strengthen tlieir bridges, tear out the ol<l bridges and put in new 
ones, tear out the old rails and put in new ones, demolisb the old cars and l)uy new 
OIK'S; and that transition state is going on, and I tliink it will continue for the next 
yi'ur or two. Many men that are jKjrhaps better jxisted than I am think that it will 
omlinne for three years. Certain it is that our railroad presidents and men who 
liave iiuKl<!astu<ly of this thing believe that these high prices are going to rule for two 
or llirei* years, and they give as a reason that we have got 100,000 miles of railroad 
tliiit is laul with 60 or 65 or 70 pound rails, and we have cot to pull out that rail and 
put in 75 to 100 pound rails. Wo have got to pull out ^,000or 5,000 light Ijridges and 
put in lu'avier bridges. We have got to have heavier locomotive's. It was only a 
^llorttinle ago that the average railroad man tigured that 500 to SOO tons of <lead 
ficighi was a very large train loa<l. They arc now hauling a.M liigli as 2,000 tons to 
a train loael. That necessitates heavier equipment, heavier motive? power, iieavier 
rolling stock, lu?avier rails, stronger brielges; and that tiling is going em to an extent, 
tli(' American railroads are making siu’h immense'! strieies over any otlier ])ortion (.>f 
tlie worM, that it is hard to tell when this thing M'ill sleip. 1 do not iH'lievc any 
mortal can tell. 8e)me of the wisest men in the iron and ste'el husiiiess have been 
very greatly deceived. 

cj, (By Mr. FAueiuitAU.) Are the'.se^ gre?at purchase's of rails by the railroads some?- 
what pre<licated on this state of fae'ts that yem are now fore^casting?—A. Ye's; I do 
not (liink a railroael e'ouhl Imy 100,000 tons of rails and ge?t de-livery of them in 1900. 
Tlioy are all solel uj) now through tlie year. It is impossible to get them. 

NO e-ONNKCTIoy OU A<<RKEMENT WITH THE OTIIEH eJREAT .STEEL COMPANIES. 

ty (By Mr. .Ienks.) Yem spokeof the faetthatthe American Steel and WireC-om- 
paiiy was perhai)8 the largest emstomer of t he? Natieinal Steel Company anel the Fed¬ 
eral ami tlu^ (Airm'gie?—A. Of the Feeleral and Carnegie; 1 am not sure whetlier theiy 
are of the National. 

(y 'riu' state.'ment was maele? he*re by some?of the men oonnecte'd with the? National 
Stee l ami the? Ame?rican Ste?e*l Hemp Comjiany that while? there was no immediate for¬ 
mal ( oimection ])e?tween the two eompaines, the'V had so many (lir(*e*tors of one eom- 
])any that wewe also elireertors in the e»the‘r that tfiey worke-d toge'ther in unusual har¬ 
mony. Js there a similar arrange'inent between the direedors e»f the Anieri<-an Ste'el 
and Wire* Company anel any of the'se e)there‘<>mpaiiies that yem have mentione?d?—A. 
No; llie? National Steel and the American Steel lloeipand the Amerie;au Tin Plate are 
very close logedlier. 

(i. Yes; that is what tliey said.—Anel there'fore ]uv>hahly the largest emstemier 
of the National for 1900 will be the Tin Plate, and lU'Xt to tliean the Hoejp. But with 
the? C'arnegie anel the Federal 1 am very sure we liave always Ik'oii the largest 
e-ustomer. 

th As far aa the? Federal Ste'e'l anel ('ariu-gie e*ompanie's are? e‘one*e'rn(?d, elo you have 
SOUK'dire-ctors in heith?—A. No. 

0. Tlie Ixiards are entirely imlependent?—A. Jiulge? («ary was fornu'rly largely 
iiiter('Hte<l in the Wire (bmpany and our ge'iieiral e'ounsel. Ho is now ])re.*sident of 
the Fe'dc'ral. Anel Mr. Buftington, who was treasurer of the* Ame'rie'an Steel and 
Wire? Comjiany, is now presielent of the lllineiis Steel (‘onqiany.’ But the? interests 
are not, commeui interests in any way, shape?, or manner. \\'e* have' no arrangement 
witli tlie-m whatever. We have no agree'inents. We have lu'ver lieeii in a room 
with the Carnegie or Federal or National Steel peetple since we iucoriiorated, aa far 
as I know, anel I do not iH'lieve any of emr pemple liave. 

Whereupon at 1 p. m. the commission took a recess until 2 p. m. 

WAsiiiNejTON, 1). (\, Novembe)' 14^ 1899, 

Tile' e'ommission met at 2.22 p. m. 

John W. Gates again on the stand anel examination re'suineel. 

NEW DBMANU—llieJII PRICES AND EXPeiKTS. 

, Q- (By Mr. Clahke.) Just before the recess yon ha<l testified iw to the great 
mcrease in the demand for steel for shipbuilding purpeises. Is not that true also of 
the? demand for buildings in cities anei for bridges?—A. Yes; that is true. 


'Ouc of the eonstitufiil members of the Fe'tUTnl .steel Company. 
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Q. Steel cars, steel vessels, steel frames for balldings and bridges—all these consti¬ 
tute a large new development in business?—A. They constitute, in my judgment, Mr. 
Chairman, a.s large a tonnage as the total tonnage of the United States m iron and 
steel 15 or 20 years ago. 

Q. Is that business likely to increase rather than diminish?—A. Yes; it is increas¬ 
ing every year. 

Q. (By Mr. A. L. Uahris.) What effect will the present high prices have upon 
the export trade of the country in the future?—A. If tliey continue it will have the 
effect to curtail the exportation of iron and steel, except that manufacturers in .soiik' 
lines will be willing to export a certain per cent of their proiluct at practically co.si 
or possibly a small loss in order to operate their works full. 

PL.ANTS .ACQUIRED BY .AMKKICA.N STEEL AND WIRE COMPANY, AND HOW ACQUIRED. 

Q. (By Mr. Jenks.) May we go back to the question of organization, and the rela¬ 
tions of your copipany to the different companies that came in; can you give us a list 
of companies that went together into this combination? -A. I think so. 

Q. If you can give us the names of the companies which united, you may do 
so.—A. The American Steel and Wire Company of New Jersey owns all of the 
following plants, namely, 12 or 14 plants formerly owned by the American Steel 
and Wire Company, of Illinois; the Washburn-Moen Comi>any, which had wcak.x 
at Worce.ster, Mass., Waukegan, Ill., and San Francisco; the Cleveland Rolling Mill 
Company; the Oliver-Snyder Steel Company, of Pittsburg, formerly called the 
Hainsworth; the Edith Furnace Company, of Pittsburg; the Oliver Wire Company, 
of Pittsburg; the wire department of the Shenango V^alley Steel Company, of New¬ 
castle; the Pittsburg Wire Company, of Braddock; the Cincinnati Barbed \Vire Fence 
Company, of Cincinnati; the Indiana Wire Fence Company, of Crawfordsville, Ind.; 
the Consolidateil Barbed Wire Company,of laiwrence, Kans., and Joliet, III.; the 
wire department of the Portage Iron Company, of Duiicansville, Pa.; the Woreeslei 
Wire Company, of Worcester, Mass.; the Schoenberger Steel Company, of Kttshuig; 
the Puget Sound Wire Nail Company, of Everett, IV^asIi.; the Laidlaw Bale and Tie 
Company, of Joliet and Kansas City; the Newburg Wire Nail Company, of New- 
burg, N. Y. I think that is all. 

Q. Those are the different companies that united?—A. Some of them were acijuired 
some time afterwards. 

Q. In what way were these properties acquired—by the purchase of the plains 
outright, or by the purchase of the capital shick, agreeing to pay the same price for 
the minority?—A. In some cases by the purchase outright of the plants themselves, 
the various concerns settling up their assets and liabilities. 

Q. In the cases in which vou bought the majority of the stock, or all of the sloel;, 
do tho.se companii* retain .still their independent existence, as is the case, for example, 
in the Federal Steel Company?—A. In only one instance, I think; that is theSchuen- 
berger Steel Company, of Pittsburg. 

Q. In the other cases the separate companies have Ixien dissolved, and you liavc 
simply taken their plants?—A. Yes. 

I'LANTS CLOSED—WHY THEY WERE HOUOHT. 

Q. Have you since the purchase of these different plants cIosikI any of the pli.n(s?— 
A. Yes. 

Q. What ones?—A. We have closed all of the plants that could not operate (xionom- 
ically and increaseil those that could. 

Q. Do you recall how many you have closed—what ones?—A. The one in Nmv- 
burg, N. Y., was closeil when we bought it. The Portage Iron CoMiipany at Dmi- 
cansville we closed .and moved the machinery elsewhere. Pu^t Sound we clo.sed, 
that is two, Crawfordsville is three, laiwreiice, Kans., is four, Cincinnati is live. 

Q. Why do you buy a closed plant?—A. In connection with the Newburg Wire 
and Nail Company plant there were some patent complications that caused our patciil 
counsel to think that it was wise for us to buy the plant. We had a partial li.xt cl 
patents, and we thought it policy to acquire the balance, and we could only d" d 
through the purchase of a plant that carried with it the balance of the titles to 
those patents. 

Q. Your total output, I presume, has been increased?—A. Yes. . i i 

Q. Can you give us an idea of what the jiercentage of increase has been?—' • * 
should say 15 or 20 per cent over 1898. 

Q. (By Mr. Conokr.) Why did you buy those plants that were closed?—A. There 
were various reasons. I should have to take each, individual plant and explain it to 
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you in a particular way. In the case of the Puget Sound Wire Nail Company—that 
plant was owncsl by Mr. John D. Rockefeller. Mr. Rockefeller liad a contract witli 
the Cleveland Rolling Mill Company for the purchase of a large (juantity of raw 
material at what we thought waa a very low price. 

(2. You purchaae<l the plant to get tne contrmit?—A. We purchased that plant to 
get the contract. If the contract had stood he would have made several hundrcsl 
Oioiisand dollars out of it; aaitwaswe made the money. I cf)uld go on and give 
you our reasons for purchasing ea(!h one. 

* Q, Similar reasons, then, existed in the other cases?—A. Usually, yes. 

{By Mr. Jenks.) I^et me ask you about one or two more; take the Crawfords- 
vilN* company, for instance.—A. Crawfordsville ha<l a contra<’t with our own (?om- 
pjuiy, and it was a very arduous contnud. for us to till, and we conchKhKl that the 
cliciipest way to fill it was to buy them out. We really got the plant for nothing 
an<l made a great saving by buying them out tis compared with tliat (Contract. 

ly And the plant at Duncansvillc?—A. The plant at Diincansville had a sliding- 
scaki arrangement with the Carnegie Steel Company; as long as the ownership of the 
plant remained with A. H. Whitney that .sliding scale continued. Mr. Whitney was 
I'm particularly friendly terms with tlie Stamlard Oil (’ompany, and they weni buying 
their nails of Mr. AVhitney, and we thought they were buying them a little too (dieap. 
TIu!}' were working a sort of a syndicate arrangement, h)o, and it was a particular 
iiairthat could only be <lriveu bv inac^hinory, and the Standard Oil people had never 
given ns a fair opportunity, we thouglit, to (lemonstrato that we (tould make that nail 
just a.s well as VVhitney could. We bought them out and have l>een .selling the 
Standard Oil Company their nails ever since. 

KE.\.SONH FOU (’lA»SINfi PI.ANTS. 

0. (By Mr. Oonoeu.) Is there any general reason given, or that you could give, for 
the. cl'ising of these plants? Wsis it tlie lack of economy in their oixjration? —A. 

s<i. WIuTever we bought a plant and f(jun<l that wc (^ould operaU^ it eco¬ 
nomically and make more mom^y, we navit operaUal it; and wherever we found tliat 
\v(' cuiiid not, we have shut it down. 

(y Was tlie fatdt or defeet in tfiose plants one of location, or in the machinery of 
the i»lant.'<?—A. Soimditnes it was location ami sometimes it wus badly constructed 
machinery, and sometimes it was a combination of both. 

ty (By Mr. Jenks.) In times wdum prices are low ami profits 1()W one W'ould aup- 
]>"sc that it would 1)0 a r(‘gular thing to close some of the poorer plants. In times 
when ju'ici'M arc as liigh as they are now and increasing rapidly—you .say that you 
can not begin to miHit the demaml for your product—one W’ould suptx)se that the 
planl.M tliat are not quite so profitable as the others might still pay.—A. They would 
if wc could get the raw material. We can not get the raw material. 

ty So the closing of jilants depends in part on that?—A. Yes; it is a combination 
of circumslances. If we could get the raw material and sell the stuff we should 
operatt* tlie plants day and night; we should liate to stoj) one on Sundavs. 

ty Have you <UsmanMed those plants, the one at Duncansville and the one at 
(Vuvvfordsviile?—A. Some we have dismantled and shippi'd elsewhere; others would 
1 h‘ ahli* to start up if we could get the material. In Cincinnati I think w^e could shirt 
up at a day's notii'c. Salem, Ohio, is another one; we may dismantle that and move 
it soimuvhere. Findlay, Ohio, is an old plant; I do not think w'e wdll operate that; 
it is not in shape to be operaUnl. 

SAViNos ny consolidation. 

Q. What w'ould you say w’ere the chief sources of saving that you have made by 
comliiniug?—A. Well, in the seiiarate maintenance of the various organizations, each 
com-ern liad to have a president, most of them one or two vice-presidents, a secretary, 
atrea^urer, and auditor, and so on; and we have done away praidically with that 
(■liusH of men, and put the oiierating end of bur business in chaiye of ofiicera in New 
York luid Chicago. Tlie l)oo^ are kept in two places, New' York and Chicago; the 
operating books. 

Q. Do you not need to keep a good part of those same men who formerly were the 
emof executive officers of these several plants, as superinteiulents of the different 
plants, under different names—the same men?—A. Well, I should say we had dis- 
I)ense(.l with .50 per cent. 

. Q- (by Senator Kyle.) Of the men or the exiiense?—A. Of the expense. For 
instance, we divide it into districts. Our Pittsburg district, I think, has about 10 
plants. We have a general superintendent that looks after tliis entire district; so in 
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the Cleveland district, and so in the Chicago district; and some of the men that have 
been important in the management of the individual plants have sold out and taken 
their money and invested in other lines, or gone abroad and done whatever they saw 
fit; and such of the valuable men as wanted to stay with the company have hml a 
chance to st^. But I should judge that we have dispensed with perhaps 50 per 
cent of what 1 should call the high-priced men. 

Q. (By Mr. Jenks.) In that case, then, your chief saving in labor from the combi¬ 
nation is the saving in traveling men on the one hand and these high-priced men you 
had on the other?—A. Yes. 

Q. The«! high-priced men and superintendents?—A. And superintendents. 

Q. (By Mr. Farqiiiiak.) How many traveling men have you dispensed with.—.\. 1 
think we have <iisi)enscil with about ilOO traveling men. 

tj. (By Mr. Jk.nks.) What other sources of saving have you?—A. Well, the Chicago 
merchant now gets his goods from the mill nearest (diica^o; the .St. Louis merchanl 
gets his goodsfrom the mill nearest. St. Louis, and so with New York and Cleveland 
ami other parts of the country. We take into consideration the freights. 

tj. .Sav(! the cross freights? . A. The croas-freight saving is quitean important item. 
I should think the cross freights would amount to half a million or a million dollars 
a year. It is a saving in that particular. 

(J. Bo you think that you make any very material saving by the combination in tin. 
common use of patents? You spoke of how exceedingly valuable some of your pat¬ 
ents were. Bid you acquire them through this <«mbinatinn particularly?—A. .Some 
of them, amt some of them we aciiuired by purchase from time to time. We limit, 
this .saving in that respect: 1 venture to say that the companies I have been inter- 
estedinhave piaid outin 20 years about a million dollars to lawyers, patent altorncy.s, 
on account of patents, and we have .saved most of that. We have a general counsel 
that looks after our business and one man who looks after patents under his instriic- 
tions. 

Q. By owning all the patents you avoid law suits?—A. We do not have very many 
law suits on patents; we did have a great many. 

tj. Bo you have any other special source of saving?—A. No; those are the impor¬ 
tant items. 

Q. (By .Mr. FARqun.Mi.) Is there any other one?—.\. Our loss from bad debts is 
very imiiortant, I think. 

(j. (By Mr. Jenks.) What have you to say about that?—A. Our percentage of loss 
from bad debts, I should say, up to date this year, is about oiie-twenty-fifth of one 
law cent. Under the old regime I should .say it was one-half of one [Hincent. 

Q. How do you manage to make a .saving there; bow docs it come about?-If 
a man does not pay according to terms, we area little more strict with him. 

tj. You are in a'considerably better position to stop his source of siijiply?—.1. M'c 
do not attempt to stop his source of supply, but we might ask him to send a check 
or draft with the order the next tim<‘. We should 1 ki perfectly willing to sell him, 
but we should like the money. 

Q. You, of course, might have done that under the old system. How is it that 
your power is greater under this?—A. Well, under the old system a merchant might 
qiiiblile with half a dozen nianuiactlirers, and there might be some one particular 
manufacturer that he would treat fairly, so that he would feel that he had a ))ortina 
storm. And in the commercial term men claim shortage, make unreasonable de¬ 
mands, and we do not find those demands to exist to atiy such extent as they did 
before. They claimed a shortage, for instance, of five kegs of nails or five spools of 
wire, and if we accepted their statement we had to fight if out with the railroad com¬ 
pany. We had a check, and we thought we knew we were correct, and now we arc 
jireffy apt to be firm. We will alway,s confiider their claims, but we will not allow 
them as freely, [rerhaps, as we would Ixdore; they have to be very thoroughly well 
founded on fat:t for us to make an allowance. 

Q. .\nd in the line where you control 90 per cent of the product you are in a gooil 
deal Iretter position than you w'ere before to bring pressure to bear upon them?—A. 
Westdlourgowls mi 30 days’ time, and the only pressure we could bring to bear would 
be to ask him to send a draft with the order. 

Q. Or refuse to sell him?—A. AVe never refuse to sell anyone, I think. 

Q. Is there any saving that comes from owning these different sources of industry, 
mines, transportation, and so on, that you did not have Ixifore? Are you so much 
more certain of getting your raw material than you were before that you can count 
that as a di-stinet advantage?—A. That is of very great advantage to us. You under¬ 
stand we are less than a year old—that is, the American Steel and Wire Company m 
New Jersey; but when we have finished the program that is laid out—and that work 
is being pressed on—we shall lie certain of our supplies of raw material; and wlicii 
we are certain of that, we can always operate cheaper by knowing that we are going 
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111 liave our coke an<i our coal and our ore and our liincHtone and everything of that 
kind. We (tan alway.s operate on a more eatisfactory basis than we could if we had 
to depend on others to buy it. 

NO SI'KCIAI, KKKIOIIT BATES OK REBATES. 

y. Can you make anji material saving, not merely in avoiding cross freight s, but in 
freight rates, by virtue of the fact that you are so much larger shiji|>ers? Eor example, 
vou spokeof lating so much larger shippers over the line f rom Cleveland to Pittsburg. 
Would you not be able to get a much lower rate over that line by reason of having 
Hieh large shiiunents than you would if you were oidy a small shipper?—.\. Well, 1 
ha\e imule the broad proposition, and my answer is that 1 think the Americ'an Steel 
and Wire (Company of New Jersey have made a fairly satisfactory protit for their 
goods, and they ought to be willing to allow the railroads a satisfactory profit for 
running their business. We have gone on the principle of live and let live in regard 
to I hat. 

Ci. (By Mr. Conoek.) You mean by that that, you jiaythe railroads their schedule 
rates?—A, Yes. 

(I And do not accept or seek for a rebate?—A. If we have a rebate account with 
any railroad, or anything of that kitid, shape, or nature in any of our companies, I 
ilo'not know it. I will say that, if that is what yiai are driving at. 

y. (By Representative T.ivinoston.) Do you ever receive a commission for a certain 
amount of freight to be delivered?—A. Well, if any of them have ever got it they have 
mil turned it into the treasury, and T would like to catch someone with a commis¬ 
sion in his jiockct or in the bank. We have been very liberal in our treatment of 
the railroads, and we believe in it. 

NO ACIKKE.MENT WITH WIRE-FENCE .MAKEB.S. 

ty I By Mr. .1 enks.) The .statement was made som<i months ago that your company 
had made an agremnent with sotne Bi, 1 think it was—some iptite large number— 
Ilf leading fence manufacturers, to furnish thetn material us cheapasthey themselves 
ciiiild manuftudure it if they were to .set u]i rod mills, and that then they agreed in 
hu ll I do not understand that this was a formal contract -but they agreed fomain- 
laiii a iirice that would assure a reasonable iirotit to all parties concerneil. Was 
Ihcic any such jirice agreement as that with the fence mamifactiircrs?—A. Not that 
I know of. I think that my statetiicnt this morning, that we have no agreement of 
aiiv kind whatever, to my kmiwledge, would cover that. 

tf. Your statement this morning was not intended, I suppi^se, to cover the making 
of contracts at different periods or times with different conccrn.s. I uiider.stood that 
was the nature of this agreement: that yon had contracted with the.se large iiianii- 
taclurci-s, your leading competitors, to furnish them wire and rods—whatever was 
needed-at fairly good rates for a considerable period in the future, and that thev in 
him had given you to understand that they would maintain their prices?—A. Yhe 
answer to that is that of all the fence—wire fence—made in the lliiited States I pre¬ 
sume we make half, perhaps more. The large maker outside of ourselves has 
recently moved to Pittsburg and startivl to erect his own works; so that I do not 
think therii can be any contract of that kind. I have never seen any. 

ti. That is, he has startisl to erect his own works for the manufacture of wire?— 
A. Yes; that i.s the Page Wire Fence Company. 

t'UOMOTEHS’ I'UOKITS AND COMMISSIONS, 

Q. 1 wish to go back again for a monient to the (iiiestion of the organization, the 
causes of organizations, and so on. You siioke of having arranged—yourself and Air. 
I'.llwood-forthe purehaseof these various platits, and of having turned your contract 
1" -^Ir. Voorhees, as I understand, who made the arrangements with the bankers. 
Y hat arrangemetits, as regards commissions and costs and so on, were made with 
the underwriters or the bankers for taking care of that part of the business?—A. We 
made no contracts with the bankers ourselves. I could not answer what the other 
IH'opIc did. 

Q. Do yoti mean by that you do not know?—A. 1 do not know. 

Q- (By Mr. Conueh.) Do you know how many st«ckhold(*ra there arc in your 
''oiiipany?_A. Why, I should guess there were 1,500. That would be an offhand 
If"'*! ^ do not think I ever counted them. 

. (oy Mr. Jenks.) You, of ('.oiirse, have been (piite familiar with theorganiza- 
lon, not merely of this comimny, but of some othera. The statement has frequently 
ucen made that in those later organizations anywhere from 15 to 20 and 25 tier cent. 
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and in some cases more than that, of the common stock was required to cover the 
cost of organization. That include the pay of the promoter and the commissions. 
Would you think that, from your knowledge of the business of this company, as 
high, we will say, as 20 per cent of the common stock went for the costs of organiza¬ 
tion to anybody?—A. I (an not state what amount. I presume they made money 
out of it; they assured me that they made money out of it, very kinaly, and I take 
it tor granted that they did make money, but the amount of money they made I 
have not any more idea of than you. To be very frank with you, I never wanted to 
know. 

METUOD OF CONSOLIDATION—VALUATION OP PLANTS. 

Q. In the case of a good many organizations that have been made, we have been 
assured that no one concern knew what was paid fur other concerns. Was that true 
in the oiganization of this company? When you and Mr. Ellwood, for example, 
bought out different concerns and took optionsi was it your regular custom to buy 
each by itself without a general understanding among them all?—A. V\'e negotiated 
with each company on as favorable a basis as we could, independent of any other 
oomiiany. We never iHiiight a company that we were not willing to lake and pay for 
irrespective of any consolidation. We went on that principle. I was fairly faniiliar 
with the wire business. We hud a company for many years, called the Columbia 
Patent Company, that ow ned a very large number of patents. I was president of 
that company, and was presiilent of an association—which was possibly contrary to 
law—a few' years ago that sold the products. We discovered that we were infring¬ 
ing on some of the various trust laws and we discontinued that business. I had i 
very good idea of what this plant and that plant could earn, and had hail a general 
idea for a good many years. When Mr. 1‘iTwood and myself started out, we started 
out with the idea that we would buy a certain number of plants, irrespective of 
whether there was any consolidation or not. We would buy them and pay forthem; 
and we did so without knowing how' far we wore going; and we did not buy any¬ 
thing that we did not think was cheap—that is, on their money-earning capacity. 

Q. As independent plants?—A. Independent plants. For instance, one concern 
that I call to mind; we knew about what that concern was worth, and we did not 
ask them to set a iirice. We told them what we w ould give them in cash, and they 
started out by asking us a million dollars more than we offered them. We told 
them we would not pay them any more than we offered, and if they wanted to accept 
that W'c would trade with them and pay them the money in thirty days, and they 
did so. And another concern, I think we paid a tew hundred thousand dollai's more 
than w'e exirectal to, but they a.ssiired us that they had made a certain amount of 
money in the interim. You see, I had priced these plants a year before. 

Q. In connection w'ith the organization of the American Steel and Wire Company?— 
A. Of Illinois; so that I was familiar with the value, and I had figures furnished by 
Morgan & Co.’s accountants of their profits for 2 years. 

Q. Do I understand you to say, then, that so far as this organization was concerned 
no added prices were given, Ixicause it was thought that, by virtue of the organization 
itself, or of the consolidation, it w'ould Is* iKiasihieto make considerably higher profils 
than could Ire made if the jilants were to lie run independently?—A. That is absolutely 
correct, and I will make, a further statement: There is not a plant that we bought 
that we could not sell out now or could not have sold at any time since we bought it 
at from 25 to 40 per cent more than what we paid for it. We bought the plants at 
what they were worth, in every instance, or we did not buy them. 

Q. You spoke of buying some of these plants at a cash price or on the basis of cash. 
We have understood from some other companies that often all of their jilants wcix' 
bought W'ith a distinctly iMsh option at any rate, and in other cases W'C, understand 
that they were all bought for stock. Can you make any statement about that?— A. 
Well, I can not say w'hat our neighlxirs did. I can say, so far as our own company 
is concerneil, that all purcliases made by Mr. Ellwood and myself were spot casli and 
nothing else. There, .tas no exception in any instance. We paid out several million 
dollarshefore we thought it was possible to make any consolidation. 

PRICES UNDER CO.NDITIONS OF MONOPOLY. 

Q. Where you control 8.5 to StO per cent of the output in any one line, are you not, 
in your judgment, enablcil to keep your prices somewhat, not so very much, but 
somewhat, higher than would lie possible if you were to control only 30 (ir 40 per 
cent of the output—that is to say, is there not in the control of that proportion of the 
output a certain slight, at any rate, monoiwlistic power?—A. I should like to answer 
that question by making a general statement first. Since 1890 the companies that 1 
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have been inte^ted in have practically (»ntrolled the manufacture of barbed fence 
wire in the United States and manufactured 85 per cent of all that was made in the 
world. During that time the price has dropped 50 or (10 per cent. It is a question 
(if policy with a large concern that handles its businiws in a broad manner not to try 
and crowd the mourners. That has always been the principle that I have worked 
(in, to try and make money in a legitimate way. While I do not intend to claim to 
you gentlemen that I am averse to making all the profits that I can make, I think it 
is bad for a concern to try and make so much money in one 6 months that they would 
ruin their business for the next 12 or 18 months. 

When the manufacture of barbed wire developed in this country, in 1874,1 was in 
the retail hardware business. I paid Mr. Ellwood, who is now my colleague, 20 cents 
a pound for a carload of barbed fence wire that we have since sold at 2 cents, since 
we were in absolute control, as he was in control at that time. That liarbed fence 
wire has dropped from 20 cents a pound in 1874 to 2 cents a pound in 1890, 25 years. 
The wages of the laboring men have continually increastsi, on account of the improved 
methods of manufacturing, the increased output, and the hud that most of our men 
were on a tonnage basis. What we thought was a fair rate p<ir hundred ixiunds to 
]iay a few yetvrs ago has turned out now to be a very high price, on account of the 
eri(’irmoua tonnage they can turn out. I can best illustrate that by stating that Mr. 

(ieorgciT. Oliver, wlio is now out of business, one of our directors, statisi to the Senate 
Suhconiinittee on Finance in 1888, in answer to a (piestion as to what the boss roller 
(pf his l od mill got—it being at a time when there was a vacancy in the Chief Justice¬ 
ship of the Supreme Court and many applicants for it—that he got $21,000 for his 
last year’s work. .Senator Harris, I think it was, of Tcnne.ssee, said, “ My Cwi, that 
is moni than the Chi(‘f Justice of the United Slates gets;” and Mr. Oliver said, “ But 
there is more timber tor Chief Justices than there is for head rollers,” and it brotight 
them all down with a laugh. Now, the head roller in a rod mill does not get to-day 
.^21,(K)0 a year, as he did then. He got then 60 cents per ton, out of which he |>aid 
the night roller a certain sum and perhaps some assistants, and the balance of it he 
l>i]l iii his pocket. But a head roller of a rod mill 12 years ago averaged to make 
alpdiit $20,000, and they average to make to-day, probably, on a 80-cent basis, alHiut 
half that amount, or $10,0(M) or $12,000 a year, and pay out just as mucli as they 
(lid then to their assistants. The reason is that the rod mill that was built origi- 
nallv to roll 100 tons a day will now produce 200, 225, or 250 tons; and while the 
luad roller now has to pay his night roller and his assistants a large sum of money, 
still his net yearly amount is probably $10,000 or $15,000 to-day. 

(h The fact, of course, that there has been a great decrease in irrices would not in 
itself (|uil(( cover the (luestion that 1 have asked. Let me put the matter in still 
another way. Do ycju suppose that the prices would have IxH.n as low as they are 
iKPW provided there had been a greater degree of comiretilion along that line? You 
say that lor several years you have controlled—that is, the concern you have been 
cormccted with has (rontrofUsl—85 [.er cent or ui>ward of tliat product. Supposing 
that tlurnr hail been several different establishments controlling anywhere from 15 to 
20 or 25 {xrr cent each, with fierce competition among them all, do you suppose that 
the price would have gone down still lower than it is?—A. Well, I should think it 
would have gone lower. 

tj. That covers the point, I think.—A. I should think it would have gone lower 
in the actual instance. But our control has been acquired by patents, which we 
have either gone and lx)ught in the open market or paid others for, and we have 
]iai(l out—the wire compani(‘s, in their various purcha,ses of patents and in the litigation 
to establish them in the last 20 years—I should supixrse, $5,000,000 or $6,0(10,000. 
They have paid out millions of money, and if you would eliminate that, 1 presume 
(hat prices might have been lower. I am willing to concede that. 

THIS COMBINATION NOT DUE TO STRESS OE COMPETITION. 

Q. It has been suggested with reference to several others of the larger combina¬ 
tions that the cause of their coining together was the fierce comixitition that existed 
among them and the fact that they were making very little money; that they came 
together to make these savings in order to increase their profits without increas¬ 
ing prices. What are the chief causes of the formation of your company? Was it 
this same competition?—A. It was because we wanted to be the wire manufacturers 
of the world. 

Q- You had political ambition?—A. And perhaps a laudable one. I will say that 
the Consolidated Steel and Wire Comiiany, of which I was a large owner, made in 
(lie last 3 years of its existence between 27 and 28 per cent per annum net. So that 
ruinous competition could hardly be said to be the reason for driving us together. 
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We believe that there is a jrreat deal in the inanacertieut of the business. We believe 
that has as much t<.) do with its guccess as anything else, and our companies have 
always made money. 

I started in tlic wire bu.siiic.ss less than 20 years ago, jirax^tically without a dollar, and 
many of my colleajgues are in thi^ same condition. The money we have made wo have 
made out of the wire busimiss, and we have made it by looking after our business 
closely, working anywhere from 12 to 20 Iionrs per day, and by various improved 
meth^s, and pushing for business, ami atxpiiring additionai proixirties, and running 
our business on what we think wen^ strictly bii.siness principles. 

Q. (By Mr. Jenks). Do you think you can mention, as a prominent source of sav¬ 
ing on the part of these consoliilations, that yon can secure the beat talcmt more 
easily than you can in a sniuller business?—A. Yes; tlnu’e is no (juestion alxuit that. 
It would iK)t be fair for me to say that we liave tlu^ best talent in the wire business, 
beeause it iniglit be contested; hut 1 can say tliat we Iiave Hie same men in the wire 
business that have made their money out of it. Tho.se men are in it to-day. 

JUVIDEND.s, 

Q. I see the statement is made a« regards the American Steel aii<l Wire Company 
that you have already paid dividends on your preh^rreil .stock and earned diviifemls 
on the common, but have not paid it on account of tlie fear of h'gal ditliculties. Do 
the fjajM*r8 state it pro|x?rly at all?—A. I am afraid then; might he a .stock speculator 
in tlio room. I <lo not know that there is .such a thing in Washington. Wo havii 
made a dividend on our common stock—a good one. \\\' have not jiaiil the divi¬ 
dend because the direi^tors have not voted to [>ay it. IN^rlaqis I am as much to blame 
for not voting to pay it as anyone. 

Q. The question wasa.ske<l particularly with reference to th(' statement madt* reguol- 
ingthe legal dilliciilties. I imder.'^tood the Fislernl Steel Company liad met some, 
apparently.—A. We are not willing to state that we are following in the shoes of tin* 
Fe<ieral Steel (.'ompaiiy or anyone el.«e. 1 will ]Hit it on that broad ground that om- 
directors did not Ihinlc it wi.'<e to pay a dividend. 

Q. We have had a good deal of (ividenct^ with reh.Ttmce to-i'liarters uinler tlu^ New 
Jersey law, etc. That wits the r<*ason I asked you the (pie.stion.—A. J have been 
oppo.sed myself to payment of ilividends on the common stock, for the reason wo 
thought we ought toacijuire certain properties, and to put our jiroperties in such 
sha|)e that, when this tidal wave, which may last I, 2, ory<‘ar.s lias eventually 
found its level, we can pay dividends in any kin<l of times after we start. 

Testimony closed. 


\V AsniNOToN, D. C., \oirmhn J.'/, 

TESTIMONY OF MAX PAM, ESO.. 

AUormy ul l<nr, ('luaftjo, Hi. 

The commission met at 10.40 a. m., Senator Kyle presiding. At Jl.OS p. in. Max 
Barn, esq., W'as introduced as a witne.ss, and, lioing duly sworn, testllieil as follows; 

Senator Kyle. You may state your full name and address.—A. Max Pam, Chu’4^jro. 

Q. fliy Mr. Jenks.) What is your profe.‘<sion?—A. A lawyer. 

Q. Are you connected with (ho American Steel and Wire Comiiuny?—A. I am the 
general coun.sel. 

Q. Have you been so connected with tlie (‘ompatiy since its organization?—A. 
Since the 1st day of July as general counsel. I was counsel in Chuiago Ftr the com¬ 
pany from its organization until the Ist of July, whmi 1 was elected giuieral comisi'l. 

Q. Are you familiar with the proces.s of organization of the company from tlic 
iK'ginning?—A. By information and hearsay. 

Q. Of your own prsonal knowknlgc, with reference to the liiiancial end of the 
organization?—A. Not as to details; siinplv as to the giuieral scope; that is all. 

Q. Were you or are you familiar with tbe arrangements tliat were made with the 
bankers, J. W. S(4igrnan?—A. J am not. 

Q. You have heard the general testimony given by Mr. Oates. So far as your 
knowledge goes, do you agree with it?—A. It is substantially (correct. 

Q. Do you recall any point on wliieli you would care to add any further informa¬ 
tion?—A. On that subject? 

Q. Yes?—A. No, sir. . 

Q. On anything connecte<l with Mr. Oates’s testimony?—A. No; I <lonottlnnK 
there is anything further in that respect. 
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ADVANTAGES OE lNCORPORATIN<{ IN NEW JSRSKV. 

Q. I want to ask yon to explain the differences l)etween the corporation law of the 
State of Illinois and that of New Jersey, in order that we may see what, in your judjj- 
meiit, were the advant^es of organizing in New Jersey a corporation of tliis kiinl 
with its main offices in Chicago?—A. The laws of New Jerat^y are liroacler in their 
Hcope and application to a business that involves as many elements and conditions as 
(his kind of an institution does. They give the power toacorporat ion to<arry onevery 
form of legitimate enterprise in any State of the Union, with the ex(;eption of r.ail- 
ronds in the State of New Jersey, ft exchuhw the right to op(‘rate railroads in New 
Jersey. The laws of Illinois do not permit, in many resjxicts, the exercise of tlie 
powers that are conferred by the charter of this corporation under the laws of New 
Jersey, t^ich State has its own C()r|M>ration laws, and each has the right to say that 
cortaih corporate powers are or are not in accordance with its public* policy. There¬ 
fore, a (question may arise as to tlu^ power of the corporation to act as it (lid, or to do 
the business it has done. The New Jersev act is so broad that the Slate whi(Ji gives 
(lu* corporation life gives it the power to do just what it undertakes to do under the 
provisions of its charter; and no (picstion c-an he raid'd then by any othc^r Stah‘, so 
far Jis the power of the corporation is (‘oncerned, to act under this State cliarler. 

(^. Do I understand you to say that in ac(*ordance witli the law of the State of 
Illinois it would he an impossibility to get u (‘barter to jiermit a company like the 
Ani(*ricaii Steel and V/ire Company to engage in the mining, transporting, and manu- 
fai*turing of steel, wire, and soon? Under the laws of the State of Illinois would 
that in. hide too many lines of business for one corpomlion?--A. Yes. The laws of 
lllimtis will not permit the exercise of the powers that the laws of New Jer8(‘y 
will. In this (rorporation, for instance, it i.s neces.sary to own coal mines in Penn¬ 
sylvania. The Pennsylvania statutes provide that no nonni^sideiit C(.irporation can 
(tu n, in f(‘e, more than 100 acres of its land. Now, a corporation like this owns, or rather 
contriils, lliousands ution thousands of acres. If organized under the lawsof Illinois 
it would he absolutely powerless in the accpiisition of that property, l)e(‘au.se tlie 
laws of Illinois do not ])ermit a corporation of that State to own stoefe in other cor¬ 
porations. Under tin* New Jersey act this corporation has a right to own the 
capital stock of a IVumsylvaiiia corporation, whicli may ac(juire pneperty in excess 
of KM) acr(*s, and in that way it can exercise its ownershi]). 

I’OWKK (H-’ A STATE (JVER (<IRCOKATIONS CREATED HY ANOTITEH. 

(i- What rostriittions do the laws of Illinois put upon foreign (‘‘orporations?—A. 
None, cxc(*pt that they are sulijected to (lie same dnti(*s and obligations, hut ean 
hav(“ (he same rights, as domestic corporations. The riglit to do business is guar- 
anti'cd und(*r the interstate comiiKTce a(*t; therefore no State legislati«ui ean affect it. 

{By .Mr. Farquiiar.) If the corporation, organized under the laws of tlie State 
of Nn\v' Jers(‘y, should do business in the State (d Illinois with a grant of greater priv¬ 
ileges than any Illinois corporation liad, and in tlie same liiuMif Imsiness—a compet¬ 
ing com|)any, you may say—wimld a suit for injunction, or whatever other form m 
law it might take there, lie against this foreign eompany from New Jers(*y, restrict- 
■ ing it from doing husiimss in the State of Illinois on a more lilxTal principle tlian the 
Illinois act?—A. If you nu'aa liy that, if the foreign eor[K)ration undertoolc toa(*t 
contrary to the law of that State, unquestionably the State, through its legal offic(*r, 
would have the right to restrain any exercise of power contrary to the provisions of 
the law’s of tlie State. For instamo, w’e sliould hav<^ a right under our New Jersey 
charter to go into Illinois and operate railroads. The Illinois law does not permit 
a corporation like onrs to oix*rat.e railroads; it must he incorporated especially for 
tliat purpose under the ai^t of Illinois. Unquestionably any person injured, as T 
^‘aid, w’ould have a riglit to stop the corporation from t*xereisiiig a power which was 
directly proliihited by the State. That dix?s not involve any (pi.stion of transaction 
l)ct\>’ceu the States or between any citizens of States. Of course, nothing could Ixi 
done by any State which would interfere Avith their corporate riglit to do that. 

Q. But your coinpany, the American Steel and Wire Company, could acejuire in 
tm^ State of Illinois, by charter, the right to build railroads and operate them t here?— 
A. Ill ac('()rdan(?e with the provisions of that State. 

0. Provisions of the State of Illinois?—A. Of course that would riHjuire compliance 
with every rc<juirement. That is, the corporation, as a corjionition, understand me, 
can not. Individuals could organize a railroad company for the purpose of carrying 
on the railroacl business. A corporation has no such power. 

Q. But tlie incorporators, for instance, or your board of directors, could acquire 
tluit right of the State of IlUno' of course?—A. Any sepamte individuals, whether 
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(JirectorH of this company, or of any company, have a right to go into Illinois and 
organize for tho pnpose of operating a railroad, pursuant to the laws of that State. 

Q. So that even with all tho lihemlity of your charter under the State of Now 
Jersey, you liave to conforui to the State laws of other States where tho restrictions 
in incorj>oration are of a more con.servative fonu than they are in New Jersey?—A. 
I do not think the question lias ever arisen as to the extent to which one State can 
interfere with tlie exercise of power of a corporation of another State; but I take it, 
as a broa<i prineipU*, tliatu eorjxiration, Ixiing purely a creature of the statute, can 
exercise nogreater power than trie law-making power gives it, the legislature; and if the 
legislature oflllinois undertakes to Siiy under what conditions and limitations the 
cor|X)ration may act within the bounds of that State, colorations are contineil to 
them, 80 long as that in no way interferes with the ])rovision8 of the State constitu¬ 
tion, ortho provisions of the Federal Constitution as to interstate commerce. The 
legislature has its limitations the same as any other governing body. 

XK(AESSITY OF IJIlEKAr, COllPOUATIO.V I,.VWS—PROOKESS. 

i}. You mentioned a minute ago, in aiisw’er to Professor Jenks, that your reason 
for incorporation umler the laws of New Jersey was their liberality.—A. I did not 
say that, if you will permit me. Professor Jenks me some of the differences 

existing lictween the laws of the two States and 1 starte<l to give them. 

Q. And in your answer, of course, you adinitteil them to be more liberal?—A. You 
can not run an institulion of this kind, in my judgment, with the different elements— 
mining, coal mining, and all these diffi'rent elements that enter into a business of this 
kind—and make it one whole. It lias got to be done under powers broad enough to 
IHjrmit it to be done. Take, for instance, anotlicr element, which, while I do not 
tliink it affects this corjMiration in the slightest ilegree, indicates to you how a<lvan- 
tages are ^ined by such acts as the legislature of New Jersey has enacted, and which 
I think all States should adopt if tliey can for tfie good ot the State. The Illinois 
law, for instance, exempts from taxation tlie cajiital stock of purely manufacturing 
corporations; that is, where they are for manufacturing only. The circuit court of 
the State has so construed tliat law that if the coiiq»any exercis^^s any other power, 
like mining (which is necessarily a corollary to a manufacturing business like tliis), 
it is not exempt from taxation. Now, in Illinois, there art* any miinlK*r of wire com¬ 
panies outside of this company. They are in tlie same basiji(*s.s, and if the capital 
stock of this eonqian V were under the faw of Illinois the cor|)oration would be taxe<l 
on tiiis $tK),000,(XX) of stock, while every etlier eerporatien tliere that <ioes not go into 
the mining bnam'ss—whicli clrtea not produce its own ore, as we do—woniii l)e exempt 
from this burden. Tliat would Ire an iue(]uality and unfairness toward tliis one com¬ 
pany. So, tlirougliont, you wilt find that there are different elements of disadvmitap'e 
m narrow le,gislation. Legislatures, and courts, and executivi-s, and ('verybody must 
necessarily mak(; and interpret the law for tlie good of tlie wliole, in tlie liglit <ii 
cliangeif conditions as they arise. Tlie Stale tliat soonest realizes tliat position is 

f ;oing to profit by it, lieyond i|nestioii. Tliis country Jias demonstrated tliat. Eng- 
and has denioiistrati'd it in connection witli restriction of trade, wliicli is very iiiiicli 
like this ipiestioii. I reuiemlK-r some 10 years ago, when there was a (|neslioii of tlie 
decisions in Illinois and otlier States, if a doctor, for instance, liad agreed to stay out 
of practice, if lie had sold liis good will for a greater territory tlian a few miles, tlie 
courts would hold tliat that was an imreasoriable i-eatraint and void. They snhsc- 
qneiitly changed that so that the State line would la; regarded as nnniasonaiile—any- 
wliere beyond the State line. Yon take it now, and the imaginary State line is 
entirely wiped out, simply liecause c.oiiditions c.liange. Tlie railroad, tins teleplione, 
the telegraph, every scientific production, tlicy make practically no differerlce liet ween 
them. They have made it so that it is absolutely impossible to restrain contnicls, 
excepting in particular cases. Witliin the last 10 years that whole situation lias 
cliaiiged. Tliat characterizes this situation, tixi, as purely economical, and as an 
economical condition ari.ses it must be met legislatively, judicially, and executively. 
As thCT are met, they are lionnd to conduce to the benefit of the wliole country. 

Q. ^ that you would say that the laws of New Jersey give capital greater otipor- 
tunities for centralization than any otlier State of the Union?—A. I would not say 
that, because I am not familiar with all, hut it certainly gives this—an encouragement 
to capital to invest and reach out all over the country in the pursuit of an inilustry 
that is lieneficial to eve^lxxly concemeif, whctlier it is the capitalist, wliether it is 
the consumer, whether it is the laborer—everybody gets the benefit of it, unques¬ 
tionably. 
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PUBLIC llEPORTS AND DRCLARATIONS. 

Q. (By Mr. Jenks.) Bo you think of anv other Ri>ecial advantages in the New 
Jersey law compared with the IllinoiH law? In there any difference as roganls, for 
example, the nature of the reports to the State?—A. Yes; New Jersey requires 
reports an<l Illinois does not. 

Q. In reference to the articles of incorporation, that is, as to the declarations that 
have to lie made regarding the nature of the busin(*ss, the basis for the issuance of 
.slock, and so on; is there any material difference there?—A. None; if anything, New 
Jersey requires even a fuller statement. 

NATIONAL CITARTKRS; PF^IRARLE, PERHAPS (’ON.STITUTIONAL. 

(b Mr. Gatei? stated that he favored a national incorporation law, ]>roviding that 
corporaiioTLS of ^>5,000,000 of capital stock or upward should l)e, or at any rate might 
1 h‘, incorporate<i under the United States law. Is it your o()inioii that a national 
incorporation law of that kind would at pn'scnt l)e constitutional?—A. Well, of 
course, that is asking a good <leal, hut, in iny judgment, Congn'.ss would have the 
power of regulation of corjMirations, which an? purely legislative creatures, requiring 
siicli limitation in the doing of Imsiness as would give it tho ix>wer to license and 
nnliiorizt*. There is some qne.stion, I would confess, as to the power of Congres.s to 
do that, hut I would not say it<lid not have tlie power. lJn<|uestionably it would l)c 
a good thing if it could he done, because it avoids one great hardship; that is the 
I'xcrcise by each State of its separate right to construe the powers and duties and 
obligations of each corporation. At thesame time another important (juestion would 
arise, (‘ven if a national charter was issiual—the question of the taxing power being 
taken from or vesU;<l in the Government or tiie States separately. It can not be, I 
am incline<l to think. 

(y (By Mr. Clarke.) The American Steel and Wire (Ajinpany jiroduces goods for 
interstate commence largely, does it not?—A. Yes. 

Tliere is no question of the constitutional |>ower of (lorigress to regulate inter¬ 
state coinmer<‘e?—A. None. 

< b iMight not that power l)e extended to tho production as well as the distribution 
nf gaods for that pnriKjse?—A. Except in so far as it affects the right of any man to 
eaiitrol his own property, otherwise called “ju.s disponondi,” I say yes; Congress can 
sngg(\st, hut can not coiitrol tho right of a man over his own pi-ojierty. 

Q- (By Mr. Fakquitar.) I)o you suppose that under the (^■)nstitiition of the United 
SialcH, without aiiu*ndnu‘iit, national corporations, l)eing brought nndera license, the 
iicimse always carrying a fee, could he. incori>onited or cri'atcd under tlie faxing 
of the National Government?—A. Well, T won’t say that it can he done under 
any special d(‘parlinent. My impression is ralfu‘r in favor of the power of Congress 
imW to issue charters. Of (toiirse it can not be done under a six?cial act. I think it 
(•niil<l 1)0 done under speeial charter business, though. 

0, Special cliarter?—A. Applying to (Yngress for a charier to do business over the 
i hiited States, aiul Congres.s (?ould, if it wanted to, givt? a<‘ori>oration life, and in doing 
it make such liinitation.s and (conditions as it decme<] tit ana proper. 

(i. (By Mr, A. L. IIahkih.) Und(‘r what jirovision of the Constitution do you base 
that decision?—A. The general constitutional delcgsdion of legislative ikiwct to Ci'ii- 
gresH, of coursi?, the giving of charters and grants. 

(i. (By Mr. Farquhar.) All rights rather tliuii resicrved rights, you mean, do you 
not—A. Yqh. 

(b (By Mr. A. L. Harris.) I was thinking that the rights, or rather rcsc^rved rights, 
went the other way.—A. The (Jonstitution is pneventive; that is, (Vmgress is previmtecl 
from doing anytliing (‘ontrary to the Con.'^titiition. Tin? legislative bcsly has the 
riglit to enacct any law that is not (contrary to a special constitutional jirovision. It is 
an inhibitive document. It is prohibitive of li‘gislation and action, and confines 
legislative action within the provisions of it, and it is tlie only working constitution 
that has expressed the limitation that a It'gislative body can not fwX. 

Q- (By Mr. FAUuuTtAR.) And under tin? taxing law itself, evini in the cases taken 
of tlie oleomargarine bill, which could never Iwcoiiic a law, unless a tax was imposed, 
no matter how infinitesimal the taxing might have been, it did not fake away from 
tilt? State tho l(x:al taxation of these oleomargarine companies, and their property, 
rical and personal, where they were. 

Mr. A. L. Harris. The revenue measure. 

Q. {By Mr. Far<iuhar.) So you see a double revenue there at once; a license would 
he in the same line as revenue. Do you not think so?—A. Well, I hardly—that is, it 
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would not be strictly go. I think the Government certainly has the risht to issue a 
for proper pursuits, and they have the right to consent. 

Q. The right to issue charters as they did for the Nicaragua Canal Companv tho 
American t oinpany of Nicaragua?-A. Yes; so they would have a right to issue 
charters for railroads under proper regulations. I think it is done in some instances 
where railroads cover territories—Congreas issues special charters to railroad corpora¬ 
tions to operate in these terntories and extend beyond tho confines of those territories. 


TIIK ANTI-TRIJHT LAW OP ILLINOIS. 


Q. (By Mr. Jenks.) JUinois lias a si>eeial law on the subject of trusts and conihi- 
nations, forbiddnig the formation of companies that are supposed to act in restraint 
01 Trader—A. i es. 


y’”? judgment, has that law been effective in pteventing, in the State of 
Illinois, combinations of capital to any extent?-A. I do not think that law has, no- 
because no one finds fault with a sound, wholesome law. I think the treatmenl 
sometinies given to institutions, pursuing them or attacking them, will ultimately tend 
to affect the welfare of the .State. 


■ I'* ybb''j>i>ik>nent, then, this law forbidding monopolie.s, trusts, and so on is 

111 Itself a wise law?—A. lJiU|uestioiiahly. 

Q. And as regards any evil that might come from it, it would he in the unwise 
enforcement of it?—A. Vi's; or abuse of it. 

Q. Is the law itself drawn in such terms that it would, in your judgment, tend lo 
prevent combinations that might easily result in the savings that have been suggested 
by Mr. (latcs and othersi*—A. Why, 1 do not think the law would interfere with an 
organization or corporation such as ours, because it does not come within anv nossihle 
suggestion, even, of any of its provisions. 

Q. Do you think that the law would forbiil the organizatiomof a corporation that 
woiihi control, we will say, the entire output of any one industry, aside from pat¬ 
ents t—A. In other words, can there he such a thing as a corporation that will come 
under that act? 

T S' ^^.“'.'’bbiifs to that; yes.—A. Well, I should say, of course that might be ilone. 
1 have this in mind. For instance, suppose you have a large mimtier of comiietiii.' 
institutions, and it is desired to control those competing institutions in their separate 
or^anizationa, and have them controlled by either a syndicate or a corporation that 
holds stock in all of these corporations, leaving them intact, and iilace them in a 
position where they could deceive the public by leading the public to believe thev 
are competing with each other, when they are not; I can readily see that that would 
he contrary to the law. 

Q. But it one coriioration were to buy up all of its competitors until it had suh- 
■stanlial control of the market, that, in your judgment, would not be contrary to the 
["j •motive and purixise is to exercise merely a man’s prarogativc 
of doing with his money what will produce the most good, without lK>iiig necessarily 
oppressive, bv entering into an arrangemeiit in advance to oiipress, there certaiid'v 
could be no objection. Siipiiosoan institution could tic sucimsfully attacked; a8tat'e 
Ti’i * 1 , "*’* 1 'roiX‘rty. It can not take property from them at all. 

AII they can say is that the organization was imperfect and contrary to the letter of 
the law, and that they have got to return Ihe property to the owners. Now, wliatarc 
the stockholders going to do with it? It can not be contended for a moment that 
those stockholders would not have a right to sit right down with Ihe appraisers of 
their property and say, “ We wdll simply take our projicrty and form a corporalion 
and run our Imsiness.” Sui)]iose the courts should so far forget themselves as h. 
appoint a receiver for an institution like this, and order the property .sold. Would 
it be said that the men who have the means and who are in a position to hold a large 
would not havo the to go to th(> receiver’s sale au<l l)u\’ 
that projK'rty and Have theiDPolvcft? Would it then he said it was a trust, sinn>lv 
because they undertook to save their own property? 

Q. I am a.sking you in reference to the way in which the law of Illinois is, as a 
inatter of f^t, interpreted. Have any of the larger combinations or corporations 
nnL^^ held illegal under thus law?—A. Well, of cciwe, not in the last year or two. 
The old Chuago Gas Trust (that is some years back). That was something like 
what I have stated to you. Really a corporation was formed, holdingstock of differ¬ 
ent gas companies around Chicago, and they were apparently comT>eting with each 
other, but really were not, and one s(d of men undertwk to control the situation. 
The Supreme Court held that to he a tnist, and very jiroperly. Another case I recall 
was tho California Preservers’ Coiimany case. 

Q. And the Distilling and Cattle Feetliiig Company'?—A. Yes. The Supreme Court 
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handed down a decision of the Glucose Company, whicli wont up on demurrer, and 
in it a petition fora rehearing has been filed. That really did not involve the qucBtion. 
There was never a question substantially whi‘ther or not a corporation luui the right, 
or the <lirectors of a corporation had a right, to dispose of its projx’irty as a going con¬ 
cern without tlie consent of all of its stockholders; so that tlie real question was not 
l>efore the court. 

Q. In the ease of the Distilling and Cattli‘ Feeding ('^unpany do you recall in what 
respects that was con.sidered to lie more injurious, and consecpiently to come more 
directly under tlie Jaw, than an^’ otfier very large corporation which controlled a 
large proportion of the output in any one line?—A. My recollection is that in that 
ciuso they showed, in writing, agreement.s and eontrads for tin* control of prices, com¬ 
modity,* and out|>iit, and there was not any way for the iSupreme Court to do any¬ 
thing else than eoiKleinn it. 

(Testimony closed.) 




THE FATIOISTAL SHEAR COMPANY. 


Washington, I). C., November 14 , 1S99. 

TESTIMONY OF MR, JAMES C. PEARSON, 

Private banker, Boetm, Maes. 

The eominission met at 10.40 a. m.. Senator Kyle presiding. At .S.45 p. m. Mr. 
.Tiinies C. Pearson, of Poston, Miuss., was introduced as a witness, and, being duly 
sworn, testified as follows; 

(J. (liy Senator Kyle.) Kindly give your full name and address.—A. .Tamos C. 
I’e.'ir.son.’Bo.ston, Mass. 

(). And your business?—A. Steel, wire, and nails; and, in this capaiaty, private 
hanker. 


ORGANIZATION OP THE NATIONAL SHEAR COMPANY. 

(J. (By Mr. .Tenks.) Have you haii any direct connection witli the National Shear 
Coiniiaiiy as regards the manufacturing part of the work.—A. Not at all. 

il When was this company organized?—A. I do not know the exact date. What 
n as that date, Mr. Stout? 

Mr. Stout, September?, 1898. 

If. (By Mr. .Tenks.) What was the amount of capital stock?—A. Three million. 

(). l)i > you recollect how that was di videii between preferred and common?—A. One 
million preferred and 2,000,000 common, I think. 

(). Do you recall how many comtmnies miited to form the National Shear Com- 
paiiy?—A. About five. There was the Clauas ShearCompany, of Fremont, Ohio; the 
Willi,Tin Schollbom Company, of New Haven, Conn.; F. J. Wiss A Sons, of Newark; 
Seymour Cutlery Company, of Holyoke, Mass., and the Ohio Shear Company, of 
I'liyria, Ohio. 

tf. Were you yourself familiar with the contract under which these different com¬ 
panies were taken into the National Sliear Company?—A. f was at the time, yes. 

tj. In what way were these companies paid for; cash, or in stock, mortgages, 
notes, or how?—A. All paid part cash and part stock. 

<f. You said that you yourself had txien conncNded as banker with this organiza¬ 
tion?—.4. I simply loaned them monev. I had no official capacity whatsoever, no 
imiri! than any national banker would liave. 

t). The (piestion is asked whether they came together under a prospectus made 
inihlic, or in some other way?—A. IMvate. 
tf. ft was an entirely private arrangement between the companies?—A. Yes. 

TEILMS OP LOAN TO NATIONAL SHEAR COMPANY. 

Q. Yon say that you have loaned them money. In what fonn; by the discount¬ 
ing of .lotes?—A. By discounting of notes np to $200,000. 

If. Discounting to the extent of 1200,000?—A. I liad agreed to discount to the 
extent of $200,000, and it amounts to about $175,000,1 think. 

Q- And what special compensation were you to get for that?—A. Six per cent, 
if. Anything further?—A. Conditional. 

Q. Conditional?—A. Yes; if I continued the arrangement; if I continued dis¬ 
counting their notes on 4 months’ paper, in 2 years they were to give me a certain 
amount of stock. 

Q. That is, there was in the contract a general understanding. You were to dis¬ 
count for them up to the extent of $200,000, and continue renewing the notes for a 
period of 18 months, did you say?-A. Nine months was one clause. If I continued 
■or 9 months, they were to give me a certain amount of stock, and for 18 months, 
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another amount. At 9 months, not being satigfled with the way the concern waa 
doing business, I called it off. 

Q. You declined to continue the arrangement?—A. Yes. 

Q. Did you receive the compensation mat had bam suggested for continuing this 
for 9 months?—A. It was held in escrow by William Nelson Cromwell, of New York, 
who failed to mail it; for what reason I do not know. There was a certain amount 
due June 10. That was the exjuration of the 9 months. It is positively due, and it 
m^ be overlooked. 

Q. In what form was this extra compensation to be—in the form of stock?—A. It 
waa to come in stock; yes. 

Q. A small amount of preferred stock and a large amount of common?—A. Yes. 

Q. For the discounting of this $200,000, how much was to come to you as extra pay 
in preferred and common?—A. About $30,000 preferred and $225,000 common. 

Q. So that for the advancing of the money, the discounting of the 6 per cent notes, 
you were to receive $22.5,000 common and $30,000 preferred?—A. Yes. 

Q. Was it in the contract that you were to receive that providing you carried it out 
for the 18 montlis? If you carried it for 9 months it was to be considerably less?— 
A. Yea. 

Q. Do you care to state how much?—A. Ix'.ss than one-half—a little less than one- 
half. 

.STARTED O.V UOllliOWEl) MONEY. 

Q. Do you know whether in the di.scounting of these notes to this extent or to 
whatever extent you did, you were furni.sbing to tlu^ company a large part of its nin- 
ning capital?—A. I was satisfied it was a majority of the running capital. 

tj. That it Wiia a majority of the running capitsd?—A. That is, of the cash outside 
of the stock on hand—worliing capital—although stock on hand, you know, is always 
considered working eajjital. 

Q. Yes; I had considered that.—A. About one-half. They had about as much 
more stock on band. 

Q. So that the company wius really raised in this way through you—the money it 
was using for paying for the stock on hand and furnishing the running capital?—A. 
Yes. 

Q. Was it your understanding that the plants that were taken into the company 
were to be paid for then largely by stock besides this, or were you furnishing the 
money?—A. Part of this money was paid to other factories for coming in. 

Q. Part of this money you. yourself furnished was used to pay for plants?—A. Yes. 

Q. And discounting notes of the company?—A. Yea. That is where it was estab¬ 
lished. The basis they started on, you see, was to borrow the working capital. 

Q. I understand, then, that you thought it was really on an unsound basis, and 
that is the reason why you withdrew?—A. That is right; that is the reason the nine- 
months clause was put in there. 

Q. Because you were in doubt about it before?—A. Indoubt about it at the time I 
loaned it; yes. 

Q. If I may sum up, then, the company was organized with $1,250,000 of preferred 
stock and $1,750,000 of common stock, or $3,000,000 in all?—A. That is right. 

Q. And that was used to pay for plant, as you understand—practically all of it?— 
A. Yes. 

Q. Excepting this reserved for you?—A. Yes. Was it all issued, Mr. Stout? 

Mr. Stout. Not all issued. 

The Witness. I think $400,000 or $500,000 has not been issued. 

Q. And that the company issued, in addition to that, notes to pay for the plants?— 
A. Issued Ijesides notes for money to pay for the planks. 

(b Do you know whidher tlu.dr notes, any of them, were issued to pay for the 
plants or not?—A. You mean the money they got for the notes? 

Q. I mean further than that. Whether any of these who came in aecepterl in 
payment for the |>lants the notes?—A. They did; yes. 

Q. So that the oi-ganization was really started on its credit?—A. Borrowed money. 

Q. Even for the plants themselves?—A. For the plants themselves. 

Q. I understood that you withdrew from this arrangement after 9 months. Was 
there is.sued to you or any of your intimate fritmds or near relatives, so that it migld 
be simposed to be indirectly to you, this $200,000 in stock?—A. It was held in escrow 
by Mr. Cromwell, of New York. 

Q. That was in the contract?—A. That was to l)e held in escrow, to be given to me 

part in 9 months and the otluw part in 18 months. If I did not carry the contract for 
9 months, I was to have no stock. 

Q. Was it in fact issued in the name of some of your friends and put in his hands; 

A. It waa issued in the name of my friends. 
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Th«yre,.ivoditfori.KW 

Q. So as a matter of fact he has been holding it?—A Yes 
Q. And you have received nothing of it?-A. Nothing. The notes are gfxxl 
Q. Thenotes aregoodas longas the company is?-A. Oh, yes- thev are cood for 
that I am only a Uker. Mr Wi^s herels vie-nresident oY 

practical man. Really I have told you all I know about it ^ ^ 

(Testimony closed.) 


Wasiiinoton, D. C., Noremher 14, 1S99. 

TESTIMONY OF MR. F. C. J. WISS, 

Yice-presidaU of the Natioiud Hhear Compumj, Newark, N. .A 

The coinmission met at 10.40 a. m., Senator Kyle prasiding. At :?.5.5 p m Mr 
hrederiek 0 J. Wiss Newark, N. J., was introilneed as a wit,ie.ss, an,l, bediirdulv 
sworn, testified as follows; ’ ’ uuiy 

KeiiaUir Kyna Give your full name, addre,ss, anil business.-A. Prederiek O T 
Wi.s.s, Newark, N. J.; business, manufaetiirer and inerehant 

,V vice-president of the National .Shear Coinpany'?- 

h-ivt nominany National Shear Company from the beginning?-A. I 

MKTllon OK ORGANIZATION OK TIIK NATIONAL SHEAR eOMl'ANY. 

(). You can, perhaps, give ns definite information with reference to the companies 
hat iinitiKi to form tfie National Shear Company. Were ti.ere more tl.an fi^-^^^ 
( Illy five were taken in; the ainoimt of stock authorized was $:i,000,000, as I underl 
Hind from the minutes of the company, from information and from the records 
shown us. Before I go on I must expiain that I am vice-president, but not active in 
he management, so these things I get indirectly, except where I have access to the 
hooks on deniand, not voluntary information from tlie company 

J. You have, I suppose, however, liad acces.s to the miniite.s?—A. YVell, any time 
1 haie demanded to see them, I could see them, yea. The organization under- 

proiadiljirmili'nfto^^^^^ 

<1. Wlio was the promoter?—A. Mr. J. H. Parka. 

(). Is t.hi.s Mr. .1. H. Parks the man who was formerly president of the wire-nail 

“r""'''* .... 

n wm''® ClaiLsa Shear Company located?—A. Krcniont,' Ohio. 

,v. fi .' 'll 'letail what the metlioil of getting the coni- 

pa les together was, if you please?-A. It was by invitation of Mr. Parks, whrappar- 

Cers ^ it aK"a-ment. The pro- 

I X to secure options on tlie factories of the principal 

wei'e ^ line. Home of tiiose options were exercised and solne 

was s, t ti,m i $3,000,000, of wliich a certain amount 

not seilmd M, “'a factoriesaciiiiired ; that is to say, if certain factories were 

fur iN i these^fot^ ® f”"** Mr. ('lauas and .Mr. Pearson were to 

nisli s f f c , factorna for a certain amount of stock, and if no factories were fur- 

S e^n is,ue7*"^^^^ to a copy of the stock book them 

■.ml til * *2,410,000, of which a trifle less than $1,(KX),000 is prefcrreil stock 

Xuc‘allyfe »5,000. ‘it is veryZir'; 


COMPANIES UNITED—PROPORTION OK THE IIUSINESS (PNTROLLED. 
organGJtL^“.liA''%nfpio®"°TL tl.at did go into the 

■ ^hearConipany, tremunt, Ollio; SeymourCutlery Com¬ 


pany ksuS SordinJ^illo*^ ‘‘Preferred stoek of ttie Xatioiml Shear (^om- 

wen any change since thtU fi'itcd June 9,1899, is ^'j,O00. Do nut believe that there has 
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pany, Holyoke, Mass.; William Schollbom Shear Company, New Haven, Conn, j the 
Ohio Shear Company, of Elyria, Ohio, which may be sometimes known as the Stand¬ 
ard Shear Comjmay; I think they have operated under the name of the Standard. 
It was the Elyria, and then it changed. I think the Standard was formed, two or 
three n.onths previous to the formation of the National Shear Company. These com¬ 
panies, together with ours, the J, Wiss & Sons, of Newark, N. J., made up the National 
.Shear Company. 

Q. Are those concerns, or some of those that came in, say the Clauss Shear Com¬ 
pany an<l your own, the largest manufacturers of shears?—A. Yes. 

Q. Do you know wliat proimi tion of the entire output of shears is controlled now by 
the National Shear Company?—A. It is purely a matter of conjecUure, and informa¬ 
tion gathered from various loncerns, a good deal based on the general business con¬ 
ditions. I should say, in round figures, 02 per cent, practically two-thirds. 1 really 
think it is less than two-thirds; prol)8bly 00 per cent. 

Q. Had you succeeded in getting in the other 4 or .5 or 0 companies which it was 
understood to begin with were to come in provided they could make arrangements, 
wliat proportion would you have controlled then?—A. Had the National Shear Com- 
l)any succeeded—is that what you mean? 

Q. Yes; that is what I mean.—A. Oh, probably, 1 should .say, about 90 per cent. 

(1. Which was the largest company that you were thinking of getting in that was 
left out?—A. R. Heiniscb A Sons Company, of Newark, N. J. 

Q. Is this the company whose outjiut is r(>gularly as large as yours wa.s?—A. The 
Heinisch and our former output were very nearly alike. I think the Heinisch prob¬ 
ably did (lerhaps 10 or 15 per cent more business than we did; at times they may 
have fallen behind us; I <lo not know; so that really one of the largest manufacturers 
was out. 

Q. Are there any other companies that are not in the combination, anything like 
as large as youm?—A. No. 

Q. They are all small concerns that were left out?—A. Simply. We got options, 
I think, on !)0 jier cent. I was mistaken; it wius between 80 and 90 per cent. 

c:.\sil V.^I.CK OF PL.^NTS ONE-FIFTH OF THE STOCK ISSUED. 

Q. Now, you said there was a contract or agreement made with Mr. Clauss and Mr. 
Pearson to take these plants for the i.ssuanceof a certain amountof stock; if theydid 
not come in, that stock wa.s to remain in tiu! trea.sury uni.ssued, lus 1 understand it. 
Did that company come in under ;nat same general plan and arrangement?—A. 1 
believe it did. 

Q. I wish to learn the ca.sh value of the plants as compared with the stock that 
W’as issued. Now, I understand that there was a provision made for the issuance of 
$.8,000,000 of stock, and then- was, as a matter of tact, $2,410,000. What was the cash 
value of those plants, paid for in cash instead of stock, in round figures?—A. Paid in 
cash? 

Q. Paid in cash.— A. There were none of them paid in cash entirely. 

Q. No; I asked what you would consider the cash value of those plants?—A. Oh, 
well, including the iiiiick assets, the net value, I should say, of the companies that 
have gone into the concern, at the present time, is probably $.500,000, 1 say the pres¬ 
ent time. There are two factories which have been closed down and the machinery 
torn out. There are three now closed down, but up to a recent period there were 
two of them. The value of the machinery of these closed factories, I consider, is very 
little after it leaves a fixed place. 

Q. So that, as a niatter pf fact, the capitalization was in round numbers five times 
the cash value?—A. That i,s practically so. 

Q. As reganls your own company, were you paid in stock or in notes, as I think 
was intimated by Mr. Pearson?—A. We were paid in cash, stock, and notes. It was 
a pure matter of getting as much and as favorable terms as you could. 

Q. I aujiiiose each comi>any dealt separately with the proinoUirs and made the best 
bargain it could?—A. Each company dealt separately with the promoter. 

Q. And made the liest terms possible?—A. Yes. 

THE COUIISE OF CRICES-CONDITIONS IIEFOKE CONSOLIDATION. 

Q. What has Ixien the (tourse of priiasi in your industry—shears—the last .8 
years?—A. During the last throe years the prices, up to the formation of the com¬ 
pany, had dropped on account of the competition—pure and simple competition. It 
<’an not lie called legitimate-, howe-ver, in so far that the competition of 2 concenis wa.-) 
from concerns that failed and paid a mere nominal dividend—one of them, I think. 
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6 cents on the dollar—6 and a fraction—and the other possiblv a little more. In addi¬ 
tion to that there were one or two companies that liave also faile<l and have thrown a 
lot of goods on the market, which never started up again. 

Q. 0 that there really was very fierce competition before the organization?—A. 
Yes. 

Q. Now, since the organization was made have the prices increased materially?— 
A. They have been advanced to certain customers, but I understand that concessions 
have been made since then. As I say, I have nothing to do with the prices. I only 
gather this from what our old customers volunteer and tell us, and what we may 
occasionally see from bills ami other matters sent to .1. Wiss & Sons, the old firm, anil 
opened by J. Wiss & Sons, because we have other business interests, and turned over 
to the National Shear Company if relating to the shears busini'ss. 

NATURE OK rUODTUn'—REASONS FOR ADVANCE OF PRICE. 

Q. You were formerly in the Wiss Shear Company?—A. Yi-s. 

Q. You were formerly entirely familiar with tlie buHim'Rs?—A. Yea. 

Q. Since then you have not been the active manager?—A. No. 

Q. Will you explain briefly what the main out[)Ut is—shears and scissors? Is that 
tlie main output of this National Shear Company?—A. Yes. 

tj. What else do they manufacdure?—A. One of the works—the (^laiiss Shear 
pany—also manufactunis razors, and at one time they maiiufatitured very extensively 
the serrated bread knives and a few patented speciaftii^s. 

Is there so much change in your j^roduct from tlu? raw material that the raw 
material it.self does not form a v<‘ry important part of the price? Will the advani^e, 
for instance, in the j)rice of .steel affect particularly th(‘ price of shears?—A. Well, it 
would make some difference, but the amount of material used is comparatively small; 
it is lalxir mainly. 

So that the price of the raw material plays really an unimportant part?—A. 
Taking the year’s consumjdion, it will cut a material tigun* in any business. It cer¬ 
tainly hius to be figured in tlie cost of proflmlion and miljnit. The advanced prices 
Wi n* not only due to the pure cessation and doing away with competition. Therein 
a legitimate advance necessarily in the shear industry on ac<‘ount of the low prices 
which hail he(m prevailing before, due to competition.’ It did not leave a legitimate 
profit to the manufaotur<‘r. The advanced prii^es are not only due to that, hut also 
t(» the a<lvanee in material and labor. 

Q. What has been the course of wages for the last 2 years? Has there beem any 
advance in wages since there came this advance in jirices?—A. Y'es. 

(h The National Shear Company has increased wages?—A. Ye.s; an advance and 
(Mit at the same time. 

(i. You think, on the whole, that wages higlier than they were Ixifore the or¬ 
ganization of tliis company?—A. Averaged throughout, T doubt. 

Q. Any single instance?—A. Yes. 

ADVANTAOKS OF CONSOLn)A'ri<)N. 

Q. You spoke of the fact that one of the (companies—tlu* Clauss Shear Company— 
controlled some patents. Is there in your judgnu'iit any dccidc<l advantage under 
the combination by having that control and making them universiil through tlie 
different C()mpani<*s?—A. There are patent.'^connei-fi'd witli the serrated bread kiiiv(;s, 
which I hiul refenmee to, which have been in litigation forsonie y<*ars: but they have 
practically been nuwle by outside (‘omiianies. So that tin* National Shear Company 
(•online themselves, 1 am in<*lincd to tliink, entirely to the making of shears, scis.sors, 
and nizors. 

il. So that does not count for anything in the i*ompanv?—A. It does not cut any 
ligiire; no. 

Has there lieen, since the organization of this condiination, any specialization 
(►f the jilants so that one plant w'ill give nearly all its time,all of its machinery,and 
so on, to the manufacture of one kind of goods, and another one to another, so tliat 
there has been any saving in that way?—A. Not that 1 know of. 

H. You think that each one of the establishinents runs practically as it did liefore 
the combination?—A. Pretty niiK'h so. 

Q. Can you, yourself, iiAention any other advantages that come from the combina¬ 
tion liesides tlie fact that they avoid this destruct ive competition?—A. Tliero should 
1 m> decided advantages in the cost of selling, in ofiice help, and in buying material, 
and in adopting at tlie different works the advantages of each other. 

Y(^.—A. Those are about the main features. 
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Q. Do you know whether the advantages, as a matter of fact, have resulted along 
that lino that were anticipated?—A. I am inclined to think that they have. 

Q. Along very nearly all the lines that you have mentioned?—A. To a very great 
extent. 

Q. So that on the whole the general principle of combination in your industry is 
one that you would yourself favor?—A. The principle, yes. 

TIIK TAHIFF. 

Q. (By Mr. Fahciiihae.) Have you any protection under the United States tariff 
for your business?—A. There is a protective duty on shears, yes; but the sheai-s 
manufactured in this country are entirely different from those imported. There are 
some scissors which were almost entirely imported befo^ the tariff, and still are 
inifKirted, which we do not seem to be able to make here on account of the long¬ 
standing experience and the cheap labor on the other side, principally German. The 
class of seiasors that I am speaking of is the scissors, the small articles with 2 round 
rings 2§ inches up to 6 or 7. Now, probably—I should say, roughly—probably 90 per 
cent of all the scissors sold that are under (> inches are imported, although there are 
some of the larger shears made on the other side. Without a protective tariff I am 
inclined to think that there wcaild be a great many more of the larger sizes importeil 
than there are at present. The protective tariff was a great incentive to build up the 
trade and to increase competition, which would materially reduce the price. Prices 
during the last 15 or 20 years are probably fully 50 per cent less than they were. 

Q. Then you would say that the protective tariff, which practically and primarily 
gave a foundation to your hiisiiie.sa in thi.s country, at the same time created the 
ruinous competition among the shears manufacturers of this country which was the 
cause of voiir failures in business?—A. Yes. 

Q. Ami also drove you into this combination to save yourselves and your own 
pro[Hirty?—A. Yes. 

Q. And you lay this idea of combining entirely lo the fact of the fierce and ruin¬ 
ous comix-titioii among American manufacturers, by American manufacturers among 
themselves?—A. 1 should .say so; yes. 

Q. As they were not inaiiiifacturers of the tine class of scissors that were imporled, 
of course they do not enter into the competition?—A. No. 

Q. And in the making of the American shears and the larger class of what we call 
sci.ssors or shears that competition was the thing that brought the prices down in this 
country?—A. Yes. 

Q. It was the American competition that brought down the American market?— 
A. That is right. 

(i. And not the introduction of the. foreign goods at all, Ixicause the foreign goods 
imported were noncompetitive?—A. To a very great extent, yes. 

METIIOU OF COMBlN.rXlON. 

Q. (By Mr. Clarke.) How do you accoutit for the difference between the cash 
values of the properties which you purchased and the amount of capital stock which 
you have issued?—A. Well, that is a question you would have to ask the promoters. 

Q. Do you not know what has been done with that stock?-A. The stock? 

Q. Yes.—A. Well, the people directly interested, I am inclined to think, took the 
bulk of the stock to themselves. They voted all the stock to themselves with the pro¬ 
viso that if they did not succeed in turning over certain factories it should revert to 
the treasury. As I understand, it was formed by the organizing attorneys. 

Q. What was the reason for issuing so much stock for so little property?—A. We 
were not consulted; I do not know anything alxiut it. 

Q. (By Senator Kyle.) The purpose of it was to pay a dividend on the whole 
amount?—A. Well, I do not know. 

Q. (By Mr. Fakciiihar.) Was there any promise of dividends by the promoters?— 
A. Any promise of dividends? 

Q. Yes, was there any promise by the promoters themselves?—A. No, I do not 
know that there was. 

Q. Did they not hold forth that if you got a dividend, if you gotS to 1, you would 
get a dividend of 2 per cent a year or 3?—A. We were not consulted at all; it was a 
pure matter of buying and selling. We were approached.and they said: “ What will 
you sell your plant for ?” We said: “ We will sell it for so much cash.” We were 
then approached and told: "We can not raise so much cash; instead of so much 
cash we will give you so much stock.” And sjieaking for myself, sjieaking for the 
firm of J. Wiss & Sons, I said: ‘‘That is not satisfactory.” Well, there were two or 
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three dickers made, and we finally stnick a barpin by which we aenirwl a certain 
amount of cash, so much notes, and so much stock in aildition, and cash for the mer¬ 
chandise, with an option of stock for all or for any portion of tlio cash or note con¬ 
sideration. 

Q. (By Mr. Clarke.) Did you get a higher price under the arrangement whicli 
you finally made than you offered to take for cash?—A. I got nominally more hnt 
practically not; no. 

Q. (By Senator Kyle.) They represented to you, of course, that they were going 
to form this trust corporation at the time they nm<le tlie bargain with you?—A. Well, 
they made a good many representations. 

Q. Did you not know or understand that the trust was to be formed?—A. I knew 
that they were attempting to firrm a (annhination of I lie jirincipal shear mamifactun>ra. 

Q. And when you accephid the stock you evidently knew that you were going into 
such a corporation?—A. 1 knew that 1 was going in with others, but with whom J 
did not know. 

Q. And the)! evidently represented to you, did they not, that you would make more 
by this operation than you had made by your private hu.sine.«s conducted in your 
own private way?—A. Well, I do not know that they particularly reiirosented that. 
They simply represented how much they could make by the association, and we 
were led to believe that they had seemed options on all the principal manufacturers, 
and, moreover, that the options would he e.xerciscd. 

Q. I understood you to say a moment ago that the |>rice of your product had been 
raised since the formation of your corporation, above what it wa,s before?—A. Yes. 

Q. Was not that the avowed jnirpose of the organization of the tru.st combina¬ 
tion?—A. 1 suppose it was; they intended to niako a profit by advancing prices. 

Q. Was it not so represented to you?—A. In the meeting of the different manu¬ 
facturers the promoters said, we can do so and so; but there wa.s no positive assurance 
that they would do it. 

(J. I.s the trust corporation in operation now?—A. The National Shear Company? 

Q. Yes.—A. Yes. 

Q. And you are still a member of it?—A. Yes. 

WAGES, DIVIDENOS, AND VALUE OF STOCK. 

Q. And you have not raised the wages to your employees at all, you say?—A. Not 
to my kiiowlcalge, except, possibly, in a single instance. As I say, 1 have no active 
voice in the matter of management and have no active interest in the affairs of the 
company. 

Q. (By Mr. .Tenks.) Your interest at pre.sent remains simply in the ijuestion of the 
payment of these notes and the possible dividends on the stock?—A. Yes. 

Q. Have they paid any dividends on preferred slock yet?— A. No. 

Q. (By Mr. Clarke.) Are these stocks listoii in the New York market?—A. Oh, 
no; 1 gueas not. 

Q. Are they for sale to the jmhiic?—A. Well, I do not (hiiik anybody would buy 
them. 

Q. (By Mr. .Tenks.) Do you know of any transfers that have been miwle for a 
consideration, so that you would have an idea as to the price of them?—A. No. 

(J. You said a little while ago that there had been issui'cl $2,410,1X10 worth of stock, 
of which there wa.s about $1,000,000 preferred; la-rhaps you can give me the exact 
figures a little bit later. Can you furnish me the exact amount that was issued of 
preferred?—A. The amount of preferred I can give yon, according to a list given me, 
which is supposed to be an abstract from the stock book. 

Q. It is simply in order to make your testimony perfectly definite on that point 
that I ask it. Kindly send that in.* 

Testimony closed. 


1 See p. 10-13, footnote. 




mTEEJSTATIONAL SILVER COMPANY. 


Wasittjrjton, 1). C., 
Weihu'^dayy Aovmhcr 16, 1S99. 

TESTIMONY OF MR. SAMUEL DODD, 

President of the IiUernadonal Silrer (Joiiipauif. 

The commission met at 11.20 a. m., Chainiian Kyle presidinj?. Chairman Kyle 
introdiKvd Mr. Satmiel Dodil, of Meriden, Comi., president of tfie International 
Silver Company, who, beinj; duly sworn, testified as follows: 

Q. {Jly Senator Kyle.) You may state your full name and address and business.— 
A. Samuel Doild, Meriden, Conn.; 1 am president of tlie International Silver Com¬ 
pany. 

HllSlNF-SS OF THE INTRRNA'I'IONAL SIIyVKK COMP.ANV—EXTENT OK COMPETITION. 

(Hy Mr. Jenks.) Will you be kind enouj^h to tell ns something with reference 
to the nature of your business—wiiat your raw mah'rial is, and what your chief prod- 
\\rl. is?—A. It is what is known to the trade as silver-plated ware—taideware, tea 
s(‘ts, caki^ baskets, spt)ons, an<l forks. The base of what is calle<l hollow ware is pi^j 
tin; the l>ase of spoons and forks is what is ealled nickel silver. 

(). r>o you manufacture stcwlinjr silver as well as plated ware?—A. Yes; st(;rlinj; 
silver. 

ilow larjre a proportion of the output of the country of plate<l war<* does the 
Infcrriational Silver Company control?—A. I do not kimw; if you want my j?iie.ss, f 
could j<ut‘ss. 

tj. Please give us as careful an estimates jus you cjin make.—A. Perhajis 55 to (>0 jht 
cent. 

(i. And about what is the proportion of tlu^ ouf])Ut of sterling silver?—A. I should 
giK'SH 15 per cent; I guess that is high—II) ikt (;(‘nt. 

CAPIT.VI; NECESSARY. 

In this line of business is a large capital neod<‘d in or»ler to secure a jiropcr 
4liv;sion of labor, so jus to carry on tbe w<U'k (‘conomi<-jdly?—A. Yi’s. 

About hoM' much capitaf wouhl be needled to set up a first-<-lass plant to do this 
kind of work efficiently?—A. That would d(‘pend upon whjit you want. If you 
want to combine the sterling silver with the otiier it w<iuld he more. 

il Say plated w’are without the other?—A. It takes a different plant entirely to 
manufacture spoons and forks. The concern that 1 formerly iimnagp<l had nothing 
to<lo in the spoon an<l fork lino. That part of it 1 could not state. I know it 
r(*<juin‘Ha large capital to <lo that. Mow much I do tiot know, because I have never 
lia'l any ex])erience with that. 

i}. Tjike hollow ware. How large a capital would it take to orpiip a plant to <!<> 
really flrst-cUiHs work in the best way possible?—A. If yon control a large output 
aid have to com|xitewith large concerns, a plant of a million and a half or two 
million dollars would do it. 

(i. You think that a plant of $2,000,000 would he large enough to give all of tlu* 
ajlvantages that would come from the division of lalxrr and the large buying of mate¬ 
rial and so on?—A. I should judge so. 

SAVINGS OK CONSOLIDATION. 

Q. Will yon explain tn ua what special sources of saving and special advantages 
there were in bringing the different plants engaged in the same line of work together 
into one organization?—A. One advantage must be that the administration of 12 or 
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15 companies would be brought under one head. It there were factories that had 
more room than the output demanded, you could bring them under one and con¬ 
solidate them better. 

Q. You would say that those were the two chief sources of saving?—A. Yes; I 
should say those were the two chief sources of saving. The closing of stores and 
agencies in the different cities that a good many of the plants had would also be a 
saving. 

Q. In the first place a saving would come from better organization for administra¬ 
tion. In that way, I suppose, you save the salaries of a good many high-priced 
officers?—A. Yes; you have all your buying under one head; a thousand and one 
ways in which money could be saved. 

y. By putting all under one head you can save, of conise, the salaries of several 
different buyers. Can you also buy to better advantage by buying in large quanti¬ 
ties?—A. Undoubtedly, yes. 

Q. Can you give any estimate as to the percentage of saving that probably would 
come from buying in that way?—A. No. 

Q. You can not fix it definitely?—A. No. Of course, in the silver you can not 
save anything. A man can buy 1,000 ounces of silver as cheap as he can buy 5,000 
ounces. But in all manufacturing supplies iLsed in the factories, people are anxious 
to sell goods, the people that supply them, and they would like the combined sale to 

16 factories rather than 1 factory. Take the base of w'hat we call hollow ware—tin. 
There is no particular saving in that, lieiause a small concern that wanted 100 pigs 
of tin could buy it about as cheap as a concern that wanted 1,0(X). 

Q. With reference to the selling of your goods, is there any material saving there 
in labor; that is, can you dispense with tlie services of various traveling men, for 
example?—A. We have not done so, except, as I said, in closing some of these offices 
or stores in various cities. 

Q. About how many traveling men do you employ?—A. I do not state these things 
as facts, because I was not aware what line the commission wanted of me and I have 
never gone into the.se details particularly. Each factory employs about as many 
traveling men as it ever did. 

Q. (By Senator Kyle.) To the best of your knowhdge?—A. 1 should guess there 
were from 7!i to 90 traveling men. 

Q. (By Mr. Jenks.) And you keep now about the same number that all the scfia- 
nite companies did Irefore they were combined?—A. Yes, with one exception. There 
was a concern in New York Oily, a store there, Rogers & Bros., which 1 think had 
3 traveling men that went from there in some way. We closed that store and we let 
those traveling men go, although our factory took 1 of them. There were only 2 of 
them. 

Q. You .simply transferred him?—A. Yea. 

Q. And let 2 go?—A. Yes; laid off 2 traveling men. That is all 1 know of. 

Q. Gan yon tell us how many stores you were aide to close?—A. So far wo have! 
only Ix'cn able to (dose 1. 

Q. That is the one yon referred to?—A. Yes; on account of leases and other matters. 
We closed this store in New York; that is the only store. There is another to hi’ 
closed there as soon as we can .sublet it. 

Q. How many do you expect, as soon as your businesa is fairly running, to chwe, 
in order to effect savings in that way?— A. I should say there might he 10 througlnjiit 
the country. 

Q. About how many have you altogether?—A. Perhaps 15. 

Q. So you will be able to close more than half?—A. Oh, yes; oh, yes. 

Q. You spoke of the .saving that would come also from the closing of plants I lull 
were taken into the combination. How much have you done in that way?—A. We 
have closed 2. 

Q. How many came together into the organization to begin with?—A. I think 
there were 14 then. Since I went into the combination there have been 2 added, 2 
that were bought. 

Q. You spoke of 14 coming in. Did each company have simply 1 plant?—A. Yes. 

Q. So that 14 came in and you have 14 now. You have closed 2 and bought 2 since 
you have lieen in your company?—A. We took the employees of those that we closed 
and took their business, their trade-marks, and their salesmen, and made the goods 
in one factory. We transferred that all to 1 factory liecause we had lots of waste, 
spare room, and the other one the same way. Practically the 2 concerns are running, 
only they are under different roofs from those they were under. The workmen are 
there and have made the same line of goixls that the old companies made. 

Q. (By Senator Kylk.) What was your object inclosing up these 2?—A. Becau» 
we had the spare room in our factories, and it saved jiower, and lota of expense m 
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running factories; because wo had plenty of bricks and mortar and machinery and 
another roof to put the men into. 

Q. And you saved the room?—A. Yes. 


OOTPUT, AND NITMBKR OF BMPI.OYEES, INCREARKn. 

Q. (By Mr. Jenks.) You have not lessened the number of employees by closing 
them?—A. No; wo are resuly to hire more men it we can fln<l tliem. 

tf. Can you tell us with reference to the number of your employees, how much they 
liave increased since your organization?—A. Oh, 1 should think we had added 10 or 
12 [lercent, perhaps, all told. 

( 1 . And how about the quantity of your output; has that increased?—A. Yes. 
i. 1 . In about the same proportion, 10 or 12 per cent?—A. Yes; increased more. 

Q. About bow much?—A. About 20 per cent. 

Q. How do you account for that increase more than in jiroportion—by Avorking 
your establishments more eincieiitly?—A. Why, I am talking about the output that 
I lie eoiisuuicr.s take. 

Q. Well, does that mean this, that the demand, on the whole, has increased so that 
you are working more nearly at full capacity now than you were before?—A. Yes; 
that is exactly what it means. 

Q. Before the organization, some i >f the jilants were not working at their full capac¬ 
ity?--.!, No. 

Q. And since then you have been pushing them?—A. Yes. 

(j. Towhatdo yoiiattritaite this increased demand forgoods?-A. If 1 should guess 
about it, 1 should guess what the newsjiapers say—general prosperity. 

(1. Is it to be accounted for at all by any reduction in the prices of the goods?— 
A. I should say not. 

llAll NOTIllNO TO no WITH TTIE FORMATTON OF THE oltOA.NlZATlOX. 

(). Whendid you form yoiirorganizatioii?—A. Iliad nothing to do with the forma¬ 
tion of the organization, 

I?. When wTi.s the organization formed?—A. The organization wa.s formed, incor- 
ponileil in New .fensey, November 21, 181)8. 

(). Wlieii did you yourself liecome connected with the organization?—A. I became 
coiiuccted with it, I think, in that month. 1 think it was the 28th or the 21)th; 
along lliere. 

tj. I'retly nearly from the liegimiing, then?—A. AT‘s. 

IJ. Have you been ]iresideiit siitislanlially from the lime when you came into it?— 
A. Kroni the time I was elected director; at that meeting tliey elected me presiilent. 
t). Tliat was this saini' day, was it, November 28?—A. Yes; about that time. 

(J. .So that you have been familiar with the organization really from the liegiiiiiing 
of its main work?—A. Yes; I was not familiar with the organization of the company. 
I'liere were already a president and directors, a full board, when 1 came in. 

tf. t>f t.he nature that we .so oftmi hear of—a dummy boaril to begin with, for the 
pnipose of organization?—That 1 ilo not. know; they were all very resjxictable 
gentlemen. 

THE 1'OCll.SI! OF PRICES—181)8 TO 1891). 

th Now with reference to prices, let us go back a little earlier. You were yourself 
III biisiiie.ss indej'ieiideiitly before Ibis organization wtus made?—A. A'es. 
tj. So that you are familiar with jiriees throughout?—A. Y'es. 

Q. Can yon give ns an iiidieiition of the general coiir.se of jirices of those goods, let 
us say, through the years ISIKl, 181)7, 1,898, up to date?—A. I think there, were in 
those years, in fact from the yi'ar 1,S94—if you want to go back a,s far as that. 

tj. All the better.—A. The year 1894 and the latter part of the year 189:4, when 
We had wdiat we called the jianie, prices wu’re iM'eoiiiing less and less all the while. 

tf. And about how long did that decrease in ])rieea eontiiiue?—A. It continued 
until why, all through up to the present time, von might say. No; they did not 
decrease—they have not decreased since tlie 1st of September of this year. 

Q- Was the decrease marked at all from 1898 on until the middle of this year?— 
.A. Yes. 

t). (tan yon give ns some indication as 1o tlie rapidity of tliis decrease? It seems 
to me that we ought to liave had silver given to ns at that rate?—A. Well, we did 
pretty near—good goods. The fact was that all of uh went on a chase to get custom¬ 
ers and sell goods at h‘SH tlian cost. We were all selling goods at less than cost, and 
the way we made m<mey w’as lliat we sold s<,) many of them. 
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Q. If we should take the prices, we will say the average prices of 1894, and com¬ 
pare them with the average prices of 1897, about what percentage of decrease should 
you say there was?—A. Oh, I should say there was from 7} to 10 per cent. 

Q. In those 3 years?—A. Yea. 

Q, Ami then was there a still further drop through the year 1898?—A. No; that 
was the droj) from 1894. 

tj. Down to 1897, when it stopped?—A. Yes. 

(J. Then the prices remained about the same through the year 1898?—^A. Yes. 

y. Beginning with the time of the formation of your organization in Novemhcr, 
1898, what has been the course of prices from that date up to, say, June of thi.x 
year?—A. That is the same. 

Q. There was substantially no change at all?—A. There was a change in what wc 
<'all the flat-w'are part of it, in February or March. 

(1. What was that change?—A. Ten per cent rise; making goods relatively cheaper 
than tliey were liefore, on account of the high cost of the material. 

(J. Yes.—A. Good.s were relatively cheaper after the 10 jxir cent rise was made', as 
far as the manufacturers were concerned, than they were before. 

Q. That is to say, this increase of the price of the product did not increa.se tlii‘ 
profits over what they hail been before?—A. No, no. 

Q. (By Senator Kyi.e.) "What is your raw material?—A. The raw material in the 
liat-ware business is what we call nickel-silver. The principal part of it is coptair; a 
mixture of copper and nickel. 

(i. .tiid the rise in these materials was what?—A. Rise in copper? 

Q. What percentage of rise in that time?—A. Well, it must have been alxiut fit) or 
70 per cent. 

Q. And you advanced the cost of your output?—A. Ten per cent. 

Q. Your'finished product?—A. Ten per cent, yes; just 10 per cent. 

(J. (By Mr. .Ienks.) You said there was this increase in pnees in February; then I 
take if from what you said that there was another increase, somewhat later?—A. No 
increase in that. That price remaini'd the same. On the 1st of Sei>teinber wi* 
increased the jirice of what we call hollow ware 10 per cent, and, as I say, the base 
metal of that i.s tin. Tin averaged in the year 1898 about 14i cents a jxiund, and 
this year it has averaged sometliing over .'!0.' 

Q. So that the increase was less in proportion?—A. Yea; and all maniifacturiin; 
stijiiilies that enter into a factory have increased anywhere from 33J per cent to 100 
per cent; everything that you use. 

WAOKk-UNION l,.\lJOR-CHAUACTKK OF MEN. 

Q. In the manufacture of your goods—we will take the hollow ware, for examjdc, 
as tyi>ical—how large a proportion of tlie price or of the value is to be found in tlie 
raw material, and how much in labor?—A. Oh, in a rough way, about half. 

Q. What has lieen the course of wages during the last 3 years?—A. Well, tlie 
last—until we had, as I say, this general prosperity, wages did not increase any. 
For the last few months the tendency has been upward. Our people are what «e 
call skilled tvorkmen; there is no fixed wage jirice. 

(2. The price varies all through?—A. It varies all through, according to a man’s 
cajmhility or his ability, and it is 10 percent here imd 15 per cent there, if you jileasc. 
It is a bargain all the time with the individual men. 

Q. (By .Senator Kyle.) Increase?—A. Increase. 

y. (By Mr. Junks.) You would say, then, on the average, that since the forma¬ 
tion of your organization you have advanced wages on the whole as much as 10 pi'i' 
cent? \hiu think that will run through your factories?—A. I should say that would 
lai a little high; take all, I should say from 5 to 7J per cent was neardr right. 

(J. You spoke of dealing with the individual men. Is there any labor organiza¬ 
tion among your cinjiloyees?—A. I think there is a skeleton of one. There used to 
be one years ago; we have not heard much about it lately. 

y. What union was that?—A. I have forgotten the name of it; it was sort of a 
local union there in our place. 

y. Have you yourself, in dealing with your men, dealt with the union as such'.'— 
A. No, no. 

y. You deal simply with individuals?—A. Yes. 

y. (By Mr. Ratchfort).) Have you ever lieen a.sked by your men to deal with Uu' 
union?—A. No. Oh, here some years ago, 15 or 20 years ago, in our factories wc hud 
a cut-glass establishment, and there was quite a union there, and at one time they 
asked us something about apprentices; I have forgotten what it was. It was 15 years 


1 Compare the table of prices of tin, i». HOy, 
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a^o, I giiess; and J said 1 would not deal with them; I said I would deal with the 
cinployeefl themselves in the shop, but I would not deal with outside people that 
came from Pittabuiv or somewhere else to talk to ii»e alxmt my business. 

Q. In other words, you preferred to deal with your men us individuals?—A. Yes. 

Q- (By Senator Kylb.) Would you receive a committee from your men?—A. Yes, 
certainly. 

il. (By Mr. RATcnFORD.) Is that your position at the present time tow'ard the 
or'Miiization of your men, toward treating with the union?—A. 1 have no position at 
tl>e pro.sent time, because that question has not come up. We have never—in our 
Ideality where I live the employers of labor and the laliorers themselves have always 
on remarkably good terms, and in the last 31 years, since I have been in the 
town in the manufacturing business, we have had comparatively no disputes and no 

friction. 

(2- (By Senator Kylk.) No strikes?—A. No; nothing that ever amount(‘<l to any- 
lliing. Most of our p(;ople are just as good men as I am or anybo<iy else. 

Q. (By Mr. Farquhar.) What town do you refer to?—A. 1 refer to the town of 
Moriden, Conn. 

(2. (By Mr. (Jlarke.) Most of your employc^es are long time residents there, I 
snppostu—A. Yes. 

(2. Own their hoine^i?—A. A great many of them do, and lots of them know a great 
sight moix^ than I do, socially and economically and all other ways, and have mort! 
UiiK' to read, I guess, than I do. 


('AMTALIZATION. 

(2. (By Air. Jenks.) What is the capitalization of the International Sihan- Com¬ 
pany? A. ^'20,000,000 is the nominal capital. 

(I ll()w is this divided into common and preferred?—A. $11,000,000 of common 
anil $9,000,000 of preferred. 

<2- Is there a bonded indebtcdrie.ss?—A. Yes. 

(2- llow much?—A. At the present time $3,0(X),0()(). 

(2- What is the nature of the preferred stock?—A. Seven ihu* cent cinniilative. 
'I'lu' stock is not all issued. 

<2- How much has l)een issued?—A. $5,111,500 of prefi*rrt*d. 

<2. AikI how much of common?—A. $9,890,0(X); $3,900,0(X) of boiuls issued. We 
slill luivt^ $117,000 of bonds in tlie treasury. 

<2. (By Mr. Fakciuiiau.) Is the remainder 4jf that stock every-day treasury stock 
or is it <liviHible stock to the stockholders?—A. Why, it is stoid. tliat has never been 
issued at all. 

(2- Hnder your by-laws is that classed as treasury stock, roughly?—A. No. 

<2- For the acquirement of other plants?—A. Only; yes, that cun be issued for the 
ai qiiircmcnt of other plants. 

(2- Only, you say. That is the condition?—A. Yes. 

12- Of its being in the treasury?—A. Y’es. 

MErnoD OF organization. 

Q. (By Mr. Jenks.) Will yon give us the general plan of the organization of the 
coiiijitiny; that is, was it orgaiiizc“d through some individuals acting as promotei’s 
who secured options on plants, or was it by general agreianent among tlie [slants con- 
(HTiH'd?—A. I ean only tell you as far as I know. All my knowledge was through a 
man by tln:^ name of Stewart. I presume he had some arrangement with somelM)dy 
else. 

<2- That is, in the C 4 ise of your own arrangement, you bargainerl witli Mr. Stewart 
for llie Side of your establishment to thiscompany; is tbatthe idea?—A. 1 l)iii^aine<l 
wil h liiin for the sale of a majority of our stock, with the privilege to the minority U> 
‘•'Hue in at the same price if they wished to. 

t2- It was a sale of stock and not of the plant?—A. That is right 

t2- Hotis the International Silver Company in tln^ main own the plants of the <uf- 
ferent companie^i, or does it own the stoc^k of the different companies?—A. e own 
Ihe plants of all the companies, real, jiersoiial, an<l everything else, with the excep¬ 
tion of one small company in Lyons, N. Y., called the Manhattan Silver Hating 
f 'Otnpany, which the attorneys of our company as yet do not exactly know how to 
merge into the International Company. They have it in chaise. But all the rest 
of the companies were purely Connecticut companies, concerns in the vicinity, neigli- 
Ixti-s an<l fnends, and everything was transferred U) the International Silver ( ompaiiy. 

Q. So that in this case, for example, of your own, where you sold the majoiity of 
the stock to begin with, with the privilege to the minority of coming in at the same 
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rate, einco that time the plants have been taken over, so that the International owns 
the plants directly instead of the stock?—A. There is no such concern as the concern 
I was formerly in; we own all the plants. 

Q. With the exception of this one?—A. With the exception of this one. Oh, no; 
there is a small plant up in Canada, the Standard Silver Company in Canada, that 
we propose to take in. We own that stock. There is the same trouble there; the 
attorneys have not decided how to get this Canadian company in; but we propose, as 
fast as the attorneys can get it transferred, that it shall be'in the name of the Inter¬ 
national Company. 

Q. With reference to the options that were taken on these different plants, were 
those options taken on a cash basis or on a basis of stock?—A. I could give you no 
information in regard to that exrwpt as to our own plant; the one that I had. I 
agreed with this gentleman to sell the majority of our stuck at so much (sash and .so 
much preferred aiui common .stock in the International Company. My connection 
with the matter was very simple. I simply said to this gentleman, “You bring me 
a list of the companies that you propose, or that are proposed to be sold out to the 
International Company. Now, if you will get this ciTtain list, and every one of 
them is sold to the International Company, I will sell you the majority of our stock 
at so much cash and so nnudi preferred stock, provided the eai)italization of the coni- 

S , the stock issuer!, with these eomiianies in, shall not exceed a certain amount.’’ 
was just simply the transiietion that I hail with him. 

Q. Yes.—A. Knowing as I did—at least I thought I did; you do not always know 
what you think—I thought on that capitalization that the concern was all right. 

Q. (By Mr. F.eRQiiHAH.) This bonded indebtedne.ss you spoke of, was that <'on- 
tracteri ladore this combination or after tlu^ ^•ombination?—A. It W'as contracted—I 
think the mortgage is dated December 1, 1898. 

(i. (By Mr. J'enks.) It was contracterl by the International Silver Company itself, 
after tlui organization was made?—A. By the Tntm'iiational Silvt'r Company, yes. 

Q. Did the company take over a bomled indebtedness from different companies it 
purchased?—A. Yes. 

CO.Wl’ETITOHS. 

Q. That was issued in part forthat?—A. Yes; the International Company, of course, 
when they l«:)ught these plants, assumed all the liabilitii's and paid the debts. Why, 
as you might sjiy, this International Company was a sort of family arrangement, 
between a few Connecticut coucern.s that were all neighbors and friends and knew 
all about each other. Of courst', there are prol)ably 40 or .50 (toneerns in the same 
kind of business outside througlnmt the United States. We did not get after them 
particularly and they have not been after ns. We have got, another concern right 
there in our own town; a (atmpeting eone('rn, organizisl under the New Jersey law. 

Q. What concern is that?—A. C. Rogers & Bros., right in a competing line of 
business. There is a large concern in Cincinnati—Reed & Barton, of Taunton; and I 
could name you probably 40 different concerns in the .same line of business. But 
our company is, as I say, a Connecticut company, with the exception of this small 
concern out in Lyons, N. Y. 

NO “(loon Wll.l.” IN THK nrsiNESS. 

Q. With reference to your own establishment, the International Silver Comjiany, 
what proportion of the value of your business do you consider i.s in plants, and wind 
proportion in trade-marks, what proportion in good will—siieaking broadly, (if 
course?—A. I do not consider that the International Company has any good will. 
AVe have not been in hmsiness long enough to have a good will. 

Q. Wlicn the International Silver Company bought these plants I suppose it bought 
some good will?—A. It bought the trade-marks; it bought the trade-mark of onr 
concern, and we still manufacture goods under that trade-mark and sell them under 
the name of the International Silver Company. 

Q. Then you do not consider, as far as your own plant was concernecl, that your 
connection with customers and so on, w Inch is ordinarily called good will, had any 
special value besides the trade-marks?—A. No, no. 

Q. In taking the company as it stands, then, what proportion, would you say, o' 
the value of the plants is in tangible jiropcrty and what proportion in brands, trade¬ 
marks, and so on?—A. Well, I have not got those figures; I could not answer here. 

Q. You might give a pretty definiteestimate?—A. Well, I do not think I could. J 
do not think that is a question I should like to answer without our balance sheet 
before me. , , , 

Q. Can you, perhaps, send us that information?—A. Yes; I will send it to you verj 
readily. 
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Q, Very well; I will ask you to do that.—A. Yes; I will do that. 

(The following was furnished by the witness November 16, 1899; “In my opin¬ 
ion the proTOrtion of the value of the International Silver Company’s property in 
plants, machinery, merchandise, etc., is from 45 to 50 per cent. I think this is a per¬ 
fectly fair and correct statement.”) 

Q. (By Mr. Clakke.) The establishments which consolidated had an e8tablishe<i 
business, had they not?—A. Yes. 

Q, There was good will attached to that business, was there not?—A. No; I should 
say not; not really what you would call goo<l will. I presume that the history of the 
concern that I managed was the history of all the concerns. We made and hwt cus¬ 
tomers every day. Human nature is pretty much alike. The trade simply knew 
that when they got a piece of goods stamped with our name, it was a goo(i piece of 
goods; but I do not think they cared anything about the manager of the old Wilcox 
Plate Company or any of the salesmen. 

ti- (Hy Senator Kyle.) It is true that ev(!ry institution has good will and it is val¬ 
uable to the institution?—A. Well, I do not think it is as true in these days as it was 
2t) years ago. The comt>any I formerly managed was calh'il the Wilcox Silver Plate 
Coin|)any. We stamped that name on our goods. Now, if the saimf salesmen should 
go out onering goo<ls stamix;d John Jones & Co., they could not sell them. I say 
iliere is no good will about that. They might like the Wilcox I’late Company. But 
_ say the good will is the trade-mark. There is a difference between the trade-rnark 
iuid good will. 

Q. (By Mr. Clarke.) You had, and each of these concerns had, a certain number 
of pretty regular customers, I .suppose?—A. Why, yes; we havr; probably got men on 
our Ixjoks that buy goods of us that bought them of us 15 years ago, 20 years ago 


perhaps. 

(). It cost something to secure the trade of those customers and to hold it, did it 
not?— A. Yes; it cost the salaries and expense of traveling men. 

(). Is not that good will?—A. Well, we have the.s(! men traveling all through the 
entire country. I do not know'that it i good will particularly. As I say, they 
would not buy our gorxis if they were not 8tam]x;d Wdcox Silver Plate Company. 

value is in the trade-mark, and notin the fact that Jones, Brown, or Siiiith runs 
the concern or is known as manager of the concern. 

1). Do you not think that when a conc(;rn treats its customers with such fairness 
that they like to trade there and they voluntarily send orders there, there is a gowl 
will attaching to that establishment?—A. Yes; I should think so if we sat down in 
our faitories and received orders that way. Then I should think there miglit be 
good will. 

(). (By Mr. Katciifokd.) Do you not think that it is equally true in a case where 
one sah'sman is putting your goo<laonthe marked and a sahsunan representing a 
rival coiKtern is putting goods on the market, atid going and soliciting patronage, and 
yours is preferred; do you not think the same will hold <;qually good—the brand on 
your wares does much towards selling your goods?—A. Yes' that is what does sell 


our goods 


COMBINATION MEANT TO MAKE ECONOMIES ANII REPRESS COMPETITION. 

Q. (By Mr. F.arquiiar.) You seem to think that there is an open standing compe¬ 
tition all the time even against trade-marks and stamlard goods. What was the 
purpose of your combination—to repress this competition, or to make economies in 
inaiuifa<;turing?—A. That was just what we were trying to do; Ixith. 

<1. Both?—A. To make economies and put the thing under one administi ation, just 
as 1 said before. That is about all there is to it. 

Q. (By Mr. Jenks.) Do you get also what you consider a decided ailvantagc from 
tlu; common iLse of these traiTe-marks that you had before in separate establish- 
iiieutH?—A. Certainly; we get this advantage, that if formerly there was a trade- 
imirk—well, take the fadory that I represented, the Wilcox Silver Plate Company— 
if our man went to sell a man a tea set, and the price of that tea Bid was $28, and he 
was met by the Meriden Britannia’s man, who said that he would sell it for $27.50— 
of course, the International Silver Company control the prices of all the wares made 
by them now. 

Q. Botli?—A. The Meriden Britannia’s man and the Wilcox Silver Plate Com¬ 
pany’s man would not go and cut each other’s throats. 

Q. Supposing you find that one brand is (larticularly popular, for some rea.son or 
other, do you get any advantage inlieingable to turn two or tiiree factories on that one 
bran(l‘f--A. Well, I do not know; we Tiave not got along as far as that. We have 
not tried anything of that kind. 

Q. So that you have not found anything of that kind?—A. No. 
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PHICI'S NOT IIiaHEK BY HEASON OF CONSOLIDATION. 

Q. (By Mr. Katciiford.) That combination, if it results in the retaining of prices aa 
between the representatives of tlie two rival iNincerns, surely makes dearer silver for 
the consumer, does it not?—A. They are not in rival concerns. 

ti. They were at one time?—A. Ye.s. 

tj. And IxN'au.se of the comliination prices are maintained?—A. As far as the product 
of the International Silver Company is concerned, yes; not as between outsiders, of 
course. 

(J. The International Silver Company represents now both of the concerns of which 
you spiike a few minutes ago?—A. Yes; those two; yes. 

Q. The result to the consumer i.s what—higher prices?—A. No. As I said before, 
the consumer to-day i.s buying hi.s goods relatively chejrjwr than he was before the 
International Silver Company. And allow me to say even if that was true before, 
the consumer—perhaps you will not care to have my particular views here; I did 
not come here to air them. 

intehest of work.men in sneeuEssiNo ('Omcetition. 

Q. Yes; we do.—A. Even if that was tnie, when a concern meets this competition 
and has the .same facilities for manufacturing goods and has the same efforts put into 
the management of the busine.ss, and when the .struggle of the competitors simply 
means the survival of the fittest, one of those against the other, who h;is to stand the 
brunt of it? It is the man lliat stands at the bench and makes llu! gooils, every 
time. He is cut down .5 jier cent; he is cut down 10 per cent. Now, I say a fair 
jirice to the consumer that would )>ay a fair percentage on the cajiital invested is the 
lU’oper thing for the labor that makes the gooils to advocate every time. 

Q. Doe.s the man at the bench invariably receive a share of the advance in the 
prices?— A. I do not know. 

Q. That is a very material point. As a manufacturer, it seems to me yon ought to 
know it.—I only know I managed one concern for ;I1 years, and the eniiiloyccs 
that have been with ns for yeai-s have alwavs in good time.s—they always get the 
benefit of increasisl business and increa-sed ])r!ces. 

Q. You said, previously, that the wages during the past year had advanced from 
5 per cent to ])er cent?—A. Yes; I did say so. 

y. Has that been in proportion witii the advance of the wares in the markets?—A. 
Yes; fully so. 

WAOES AKE NEVKH ItALSEI) VOLCNTAHILY—NUMBER OF WORK.MEN—MANAliEMENT OF 

TllB.M. 

Q. (By Mr. L. Harris.) Has this advance lieen voluntary on the part of the 
company?— A. No, sir; 1 do not think that is human nature. I think that when a 
man wants more he coine.s and asks for it. 

Q. My (piestion was whether it was voluntary on your ])art to raise wages when 
the prices increiLseil?—A. No, sir; and the emiiloyees know it just as well as the pro- 
prietora do. 

Q. (By Mr. Katctiford.) Without an organization among your men, how are wage,s 
looked after?—A. As I stated, there is no uniform scale of wages. Take, what we 
call the spoonmakers, or the turners and solderera. One man is worth double wliat 
the other is, |)erha|).s; one man is worth 25 per cent more and one m.in is worth one- 
third more; it is skilled labor. It is not like wheeling a wdieelbarrow or carrying a 
hod, and one man can do very much better work and very much faater work than 
another. 

(f. (Bv Mr. Farquhar.) Do you pay by the time or piece?—A. Most of the lalvir 
is done tiy time—day work. 

Q. Then how are you able to single out the experts among your employees?—A- 
Why, I think that is very easily done. We have never found any trouble about 
that. We have never found any trouble about a man soldering up a tea set, if yon 
])lease, and doing it quicker tliau another, and nicer. 

Q. (By Mr. .Ienks.) Alaait how many men do you employ now altogetheYf—A. In 
the International Silver Company? 

Q. Yes.—A. I can not tell you. 

Q. About how many men did you have in your plant before that?- -A. I should 
say we had almut 4tX). 

Q. Taking the separate plants that you liave in the establishment now, w'ouhi they 
run on an average 250 to 400 in a jdaut—not over 400?—A. I should not think they 
would average that. 

Q. Would they average .300, say?—A. That would be nearer it. 
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Q. Your idea is that one superintendent, by personal observation, can follow .SOO 
mwi closely and so can pick out these good men without difficulty?—A. Yea. 

Q. (By fenator Kylb.) What proportion is skilled labor?—A. I should say 90 per 
cent. 

Q. That was true in yourown private establishment before the organization of this 
company?—A. Yes. 


CASH VALUE OF PLAN'ES AND TKADK-MAKKS. 

Q. (By Mr. Jenks.) We will come back for a moment to this question of capitali¬ 
zation. What, in your judgment, at tlie present time, would be the cash value of 
vniir plants and trade-marks?—A. Well, is that a proper question to ask me? 

Q. I think so.—A. About the inside of a—you might say—a [irivate corporation? 

Q. If you will pardon me, I will give a reason for asking it. We hear a great deal 
in these late days in reference to the evils that come from overcapitalization. This 
commission has as one of its chief duties to recommend legi.slation to different States 
and to the United States, and that (piestion immes upas a very pertinent one, whether 
any legislation can be suggested to prevent what is often considered an evil along 
that line. You yourself suggested that when Mr. Stewart came to you you piitdown 
as one condition of your sale that the amount of capital stock should not be over a 
certain tixed sum. So this <]ue8tion is one that we have asked regularly of many 
peojile, and we have had it answered with considerable frankne.ss. Of course, we 
c.vpcct only an estimate, unless you have an o]>portunity to consult your books. I 
would ju.st as soon put it in another way, as suggested to a witness yesterday, it you 
like, llowdoesthe capitalization of the company compare with the cash values? A 
gentleman said yesterday he thought about •') to 1 in his establishment. Now, if you 
can give us information in rcfereiu’e to yours we .shall be glad to have it.—Won’t 
von please state that <|ueHtion again? 

Q. Shall 1 state it in tho first or the second form?—A. In the .second form. That 
sounds better. 

th What projrortion of tho capitalization of your company, the International Sil- 
vi'r Company, do you consider the cash value of the plants and trade-marks to foriii? 
Nosv, you ari^ capilalizr'd at }iL’0,000,(KX).—A. Well, I do not think 1 ought to answer 
that ciucsiion. I am inclined to be perfectly willing to give vou anything. I have 
nothing to conceal about our company. As T said, this Is all a family matter; but 
when you come to ask about the details of our liusiness in that way—I can not give it 
t() you here, because I have not any ligures anyway, an<l I do not sujiposc you would 
care about, opinion or gueas particularly. 

(j. That is what I want, your personal opinion on the matter.—A. I haven’t any. 
Yon want to know, a.s I umh'rstand, what the cash value of our aasets is. 

Q. As compared with your capitalization of $20,()00,()(X). I would ju.st a.s soon put 
it in another way, still, if you like. If we use the word in tho onlinary sense, atH)ut 
how much water istherc^ in yourstock? 1 am jiot .surethat I should bav(! a«ked that 
c|ueslion in that form, but ordinarily we have had the former question amswered 
with frankness by most of the witnesse.s.—A. Well, I can answer (hat question by 
Kiying that it may be a matter of opinion wdnit the Innie-niarks and patents and this 
sort of thing are worth. 1 might consider them worth $1,IKX),000 and somebody else 
might consider them to lie worth $10,000,000. I <lo not think my opinion is of any 
]>artic.ular value to this commission, as I am a )nivatc individual, and I do not know 
that 1 care to expreas opinions here. I will giv(! you all the facts I have got. 

If. If you are unwilling to give an opinion, would you b(! willing—any more will¬ 
ing—to send us the facts after you have an opportunity of ascertaining what they 
arq?~A. What do you mean by that? 

Q. You said a while ago that you (»uld only giv(^ a bare opinion here until you con¬ 
sulted the books. I thought you would nitlicr give us an opinion than wdiat your 
hooks show. The impression was that youropijiion would lie definite enough for 
the purpose of the commission. As I explained liefori', this is a question which is 
really of miudi public interest, and the eommissiou has, practically, to expnss an 
opinion on this matter, and we have gathered what information we could find from a 
number of establishments. 

tf. (By Senator Kyle.) May I ask what was your answer to the question a while 
ago as to the value of your plant, as you operated it before the organization of this 
new combination?—A. We considered our plant worth $1,51)0,000. 

Q. That is exclusive of good will and trade-marks?—A. Trade-marks, etc. 

Q. Everything?—A. I will answer your que.stion by guessing what I consider the 
trade-marks and jiatcnts of the International Silver Company worth. It is personal 
opinion, not my official opinion. 

83a -(i7 
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Q. That Ih all we rare for.—A. 1 consider it worth $10,000,000. 

Q. (By Mr. Je.nks.) You exclude from that the plants?—A. Yes. 

Q. And what do you consider, speaking roundly, the value of the plants?—A. I 
should consider the value of the plants and the merchandise, etc., as much more 
perhaps. ’ 

Q. So far as your opinion as to the value of the plants is concerned, you consider 
that a pretty jwsitive one, do you?—A. Yes. 

tX).UP.\NIKS .MISOEBED BY TUE INTERN.ATIONAL SILVER COMPANY. 

Q. Can you give us the names and locations of the plants that went into this 
organization?—A. 1 think I can, most of them; The Wilcox Silver Plato Company 
the Meriden Britannia Comimny, the Meriden Silver Plate Company, in Meriden; the 
Barber Silver Plate Company, the VV'illiam Rogers Manufacturing Company of 
Hartfoni, Conn.; the Rogers Brothers and Rogers & Hamiiton, of Waterbury 
Conn.; the Middletown Plate Comjumy, of Middletown, Conn.; the Derby Silver 
Company, of Derby, Conn.; thi; Ilolme.s I'klwards Silver Company, of Bridgeport 
Conn.; the Simpson, Hall & Miller Conifiauy, of Wilmington, Conn.; Simpson 
Nickel Plate Company, of Wilmington, Conn.; Norwich Cutlery Company of Nor¬ 
wich; the Manhattan Silver Coniiiany, of Lyons, N. Y. (that is the concern I stioke 
of where we simply own the stock); the Standard Silver Company, of Toronto, Can¬ 
ada. 1 guess that is all. 

Q. That is 15?—.t. 1 guess that is all; the Wattrous Manufacturing Company 
Warrington, Comi. 

WALL STREET POOL. 

Q. During the months of March and April the common stock of the International 
Silver Company wius selling in the thirties somewhere; soon after the 1st of May the 
common stock drofiped to lielow 15, considerably; 11, 12. Then! was a good deal 
of talk in the papers at the time about pooling of the common stock. Wiil you 
kind enough to give us a statement as to the circumstances?—A. I can not givi; 
you any. The AVall street cmi I know nothing almut; I have nothing to do with 
that. I can not give you any information in regard to it at all. I can not guess 
about it, even. 

Q. (By Mr. Farquuar.) This is Ihsted stock on the New York Excliange, is it 
not,?—A. The common only. 

Q. (lommon?—A. Ye.s. Well, it is what they call the unlisted; they call it there, 
but it is not regular; it is m imlisteil .securities. 

TEH.MS OF .sale OK WILCOX SILVER PLATE COMPANY. 

Q. (By Mr. A. L. Harris.) When the.se plants were jiurchased, in what were thev 
paid for?—A. 1 do not know, air. 

(i. You were not in there then?—A. No, sir. 

Q. You do not know whether it was ca.sli or stock?—A. No, sir; I do not know. 
With the exception of one filant, I do not know what any of them got. 

(J. In the case of that one plant, which was your own, did you receive in payniciit 
cash or .stock?—A, We received in payment one-third in cash and two-thirds in firc- 
ferreil stock. 

Q. Preferred stock?—A. Yes, the [ireferrcsl stock; also one-half of the prefcrnsl 
in common stock. 

Q. Well, you had some idea of what the values of these different companies were, 
the value of the property that you were obtaining in these different companies, at 
the time, had you not?-—A. As I said, iiiy arrangement was—my propos(ition was—that 
if the International Silver Company would oiitain possession of these companies — 
ami the Derby Ccaiipany there ami the Middletown Company were left out; these 
companies we have bought since that—if they would obtain possession of these com¬ 
panies on a capitalization of a certain amount, that I woulti sell a majority of the 
Wilcox PlaW Company stock to this man; what they were paid I cared nothing 
aliout. 1 said, here is the capitalization of these companies; they are all familiar to 
me, and my judgment is based on that capitalization; with these companies in, it 
would be a success; now, you can buy the Meriden Britannia Company for $1,000 or 
$2,000,000 for all I care, 

Q. And your jilant was taken on that proposition?—A. Yes. 

Q. Would you care to state to the commission what that proposition was?—A. I 
would just as lief as not. As 1 have stateii, if anyone wants to know, I can tell them. 
For par value of our stock, $25 a share, our stockholders got $26 in cash, and $60 m 
preferred and $25 in common stock. 


'Sue,Mr llrtjfcrs. !►. KXW. 
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NO GOOD WILL IN TUB BUSINBWH. 

Q. (By Mr. Clarke.) Now, what did this $50 in preferred atoek and $25 in com¬ 
mon stock represent?—A. It represented the stock of the lnten»utional Silver 
pany based on this capitalization which J said 1 would i?o in at. 

Q. You considered that your stock had hecoine worth that imicfi above par?—A. 
Yes, I did. 

Q. Well, what made it worth that much abovi; par?—A. Our previous earninjjH, 
sir. 

t^. Well, that is good will, is it not?—A. No, sir. 

Q. It is success in busiiu^ss, is it not?—A. Yes. 

Q. It is having a line of custoiti well establislied, which you think you can main¬ 
tain?—A. Well, I should differ with you on that. I suppose that is a matter of 
opinion. As 1 said l>efore, if the Wilcox Plate (^unpany hud remained in business 
as a separate organization and had stamped our gooils .John Jones Co., simply, we 
(‘ouhi not have sold them. I say it is our trade-mark, and not because the public 
like us particularly. 

Q. Your trade-mark was yours, was it not?— A. You. 

Q. The tratle-mark itself did not cost anything?—A. 1 think it did. It cost us a 
great many years of labor, and a great many tbou.san<l dollars in money, before we 
could make the jieople believe tliat that trade-mark was a Yahiabl(» thing. 

Q. That is just the point 1 want to bring you to; whetlier or imt tlu^ development 
of your business had not taken some form that other p(K)[)l(‘ call goo^l will; you call 
it trade-mark; it is the same thing.—A. As I say, that is a matter of o[)iniun. I call 
it trade-mark, and you simply call it gw<l will. 

DIMINUTION os ('OMI'KTITION—< OMl'ICTITlON KKMAlNINli. 

t). (By Mr. Farquiiau.) In part of your testimony you said that there was quite 
a ti<‘rce comjietition betwetui various lirnis and corporations in your line of liusiness 
ju'cvious to this combination. Has it been your experience that since you have 
combined you have eliminated a good deal of that coinjK.*titioii?—A. No, sir; we 
liavc eliminated whatever comj)etition there was between the concerns on that list. 

In other words, vou have lb plants here, 15 of which M ere in direct trade oi)po- 
sition to you in the Wilcox? —A. 'I'es. 

Q. Since you have combined there arc 15 (ompetitors that have gone out of laisi- 
ncss?—x\. Yea; that is right. 

Q- No'v, you answered a short time ago tliat yon simply madi^ the combination on 
account of economics in manufacturing, and the control, of course, of larger capital; 
hill is it not a fact that one of your main reai^eiis for going into the combination vviis 
l<»slo}» this ruinous competition, even in your neighlMjrhood, or in the Connecticut 
inanufucture? — A. Certainly it may have been an added reason to those I have given 
y(»u. 

ti. Was it not as good, if not a better, reason than sinqily the ei’onomies of manu¬ 
facture?—A. J should say not. I should say that llu^ reasons were about ('(pial in that 
ri'sjHvt. 

Could you, if you desired, now under the (‘(unliination arbitrarily raise prices at 
any time and force the market up?—A. No, sir. 

(h Is there enough comfietition outside of your c(unbinution to force the prices 
doM’ii and keep them down?—A. Ves. 

Q. Is that comiH‘tition now active against you?—Yes. 

Q. Are they underselling you in any place?—A. Yes. 

Q. Do you maintain as many men on the road as Ijefore the combination?—A. Yes; 
I think more. 

Q- (By Mr. Jenks.) Do you meet their cuts in prices?—A. No, air. 

_ Q. (By Mr. Ratchfokd.) Is it or is it not a facd tliat theearningsof yourcombina- 
tion have lieen increased more largely by reason of the elimination of competition 
than by the economy in manufacture?—A. 1 c^ii not tell you until next February or 
March, when we take our inventory. 

Q- What is your opinion about it? Have you any?—A. No, sir; lean not express 
any. 

Q- (By Senator Kyle.) You stated a moment ago that you knew of about 40 con¬ 
cerns outside of yours?—A. I should say about that. 

Q. Are they manufacturing a quality of goods similar to your own?—A. Reed & 
Barton have been in the business longer than any of the firms, ami it is understood 

the trade in a general way that they manufacture the very best goods, and have 
lor many years—Reed & Barton, Taunton. 
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Q. So in yonr jiKlginont, if yon were to force the price of your finished products 
above a certain point, they would siip])ly yonr trade?— A. Undoubtedly they would. 
There are a nninber of very larg<; concerns that are still in competition with us. As 
I have alreaily state<], and repeat again, ours is a sort of neighborhood matter, tliat 
we thought would be the best thing for friends and neighbors right around us. If 
you gentlemen were selling goods, you would find out that there was some competi¬ 
tion outside of the International Silver Company, I guess. 

QUALITY OF (JOODS MAINTAINED OU IMPKOVEl). 

The International Silver Company owned the original trade-marks of Rogers plate, 
which we consider very vahiabh* on spoonsand forks. There are about 1,400 Rogers 
families started up; all sorts of Rogerses. 

Q- (By Mr. Jenks.) Is tlierc any special Rogers brand? Any special date which 
is con.«idered to bo the standard, the geniiine?--A. Yes; 1847, Rogers Brothers. 

Q. Yon own that trade-mark?—A. Yes. 

ti- That is the one you manufacture under?—A. Yes; tliat is the one we consider 
very valuabh'. 

tj. Since the‘ International Silver Company has been in business it has, of course, 
Ijeen using this trade-mark. Has the Quality «»f the goods on whidi that trade-mark 
is put Ijeen kept exactly as it was before?—A. Yes; I will not say that; I think betlei-. 
Q. Yon are positive net poorer?—A. Yes.* 

(i- (By Senator Kyle.) You have added something to thoIVilcox brand?—A. AVe 
can not add to that; that, Senat<»r, was always up to A1; that can not be adde<l to; tlie 
people in the country for tliese year-s ask for Wilcox, and they buy it. 

WAI.I, STUEET POOL (UKSl'.MEl)). 

Q ^ (By Mr. Jexks.) You said a moment ago tliat you and the company kiu'w 
nothing about the Wall street end of the business. I suppose that is so. May I ask 
one further *|uestion along that line? Did you yourself, after receiving yourcomiiinii 
stock, assign part or all of that to a New York banker or bankers before tlie Isi of 
May?— A. Dal I mv.'^elf personally? 

Q. You or your firm—the jiersou to wliom the (‘ommon stock was given when 
you sold out.—A. The ciunmoii stock was given to—w<^ had ninety-odd stockholders. 

Q. Well, personally.—A. That, I think, comes right down to personal matters nf 
Dodd. 

Q. T tried to make it pointed.—A. I can not answer tliat unless you compel me tc. 
Q. I really think you ought to. I iiresume th(‘re is no liarm in it?—A. Nfi; tlirn* 
is no harm, I suppos<\ I am a law-abiding citizen, and I should not have interfered 
with the law. 

th The question is, <li<l you as.rigii it?—A. Why, 1 <lo not believe I want to an.swcr 
that. 

Q. I think it is rather an important question, for the purpose of the (^ommissicii, 
and that it ought to lie answereil.—A. Well, I (liink you an* coming down to my 
private affairs. Hav(* my private affairs anything to do with the public, with a (‘on- 
gressional commission? 

Q. The way in which tlu* stock of the industrial combinations of variou.s kind.s is 
dealt with, manipulated and so on, in AVall street, is very important, and tin* siiggis- 
tion of legislation that may tend to le.'^sen what many people consider to be tlmsc 
evils is an exceedingly important part of tlie work of the Industrial ('ommission. 
Tlie commission, in (•ons<'quence, feels it important to have some fads to base r(‘<‘* 
ommendatioMS on.—A. Well, siipjiosing I had gone into the market—if you will allow 
me to go on in an informal way- 

Q. Certainly.— A. Supposing I ha<l gone into the market and bouglit 500 shares o! 
common stock, at market prices in Wall street, and then afterwards put it into this 
pool that you talk about; wouhl that be a prop<*r impiiry of the commission, if I 
kept my original stock out of the p^iol and laiught 500 shares on the street, and then 
put it in the pool? VWnihl that be a pertinent question? 

Q.^ My own opinion is, and 1 jin^.^^ume it is the opinion of the commission, thatany 
imjuiry with reference to a pool in Wall stnjet, in connection with this coinjianv, 
which seemed to have a very dcMuded effect on the common stock, when there was a 
drop from considerably over 30 to 11, 12, or 13, in a few weeks, is ratlier a pertinent 


‘ .Sec Mr. K 0 H 1 .T.S. p. 1072. 
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inquiry and a proper one.* I am not asking? you llu* nnrnlx'r of slmrcs you aasigned, 
or anything of that kind. The question is whether you did assign stock* of fliat kin(l 
to a l)anker or a finn of bankers in New York before tlie Ist of May?~A. Well, T 
can answer that question. I had just as lief fre(‘ly answer the qiuistion that soiiu' 
stockholders did (fo that thing and tliat tlK*n^ was such a pool formed. 

Q. You know that?—A. That I know from actual kiiowUnlge. 

Q, That would perhaps answer just as well.—A. Certainly there wxs a pool formed. 
Anybody knows tnat. 

Q. Will you bo kind enough to give uh the condition of tlu‘ |■>ool, and the nature 
of the poolf—A. Individuals were a.sked to put some of their stock in this pool with 
the understanding that the stock should not be sold for any less than a stah^d })rice. 

(b And that stated price?—A. T think (hat stated price wiis 30, as 1 recollect it. 
It is all gossip, bccAiise it is nothing to the ollicers of (he International Silver Company. 

Q. That is, ns officers?—A. As officers of the Conne(.*ticut company they had-noth- 
ing t(» do with that. If the stock was not sold it was to 1)(‘ returned (o tin* Imlders. 

That is, ifnots<d<l before the Istof ]\Iay?—A. Yes; I think that was it; the 1st 
of Mayor the Ist of June. Anybody that knows jinything about Wall street will 
give you that information, I su{){)ose. 

Q- (by Mr. Cl.arke.) What is par of the eommon stock?—A. $100 a share. This 
was a very unsuccessful deal. One gentleman told me within a week that he lost 
.$11,000 in it. 

il. (by Mr. Jevks.) You know fr<mi your own know ledge tiiat such a pool was 
formeu on that (xmdition?—A. Yes. 

t^. Now, how^ mucli of the common str)ck was in that ]n)oi?—A. That T do not know. 
I do not know wlndher it was a million or three million. 

th That information is as much as 1 <-are for.—A. Yes; 1 kno\v it from the fact 
(hat sonn? of onrohl stockliohlers came tome, as manager of our comj>any, and wanted 
mv advice whether—they ha<l been asked to jmf their sto< k in this ))ool. 

(^. (By Senator Kvle.) This matter i.s not connectc'd in any way ofticially with the 
bitornalional Silver Company?—A. No; not in tin* h'ast. 

(i. It is a matter entirely privah*?—A. Entirely private, with private stockholders. 
I sinij)ly gave them my private advice, and some of them acted on it, ami some of 
llu'tii <lid not. 1 think the pool wasa failure from the l)eginning to tln^ end, from the 
gossip I got. 1 do not know anything about the facts. Never imjuired, and do not 
care to. 


TERMS OF SALK OF WlL('OX SII.VKK J’LATE COMPANY (rESUMKd). 

Q. (By Mr. A. L. Harris.) Wlu'nyou submitted your projmsition to the promoter 
of this companv, or iwomotera of this company, andagrec'<I to take so much ca.sh and 
so nim-h in common stock, and so inucli in preferred stock, was that stock valued at 
jtar?—A. Our stock? 

0. The stock you were to take in payment. Was that to be valued at par, <iollar 
for dollar?—A. Yes; so many shares. 


’ OCOTATION.S OF INTFKNATIO.VAL SIIA’KK COMl'ANY STOCKS. 

The oommoTi stock wits first calh’<l on the Notv York Stock Kxohangc on Vcbnmry 2,1S9‘». From 
flint (Intc flic |>rioc of the eoiininm ^nven hen* is (he nvcrajte of [lie IukIi price and the low price for 
the day. Prices of common before that date, and iiriees of ]ireferrcd throughout, are uverapes of bid 
prices and asked prices, as given by the (;oniincrciaI and Financial Clironicle. 
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Q. Was anything added to the value of your plant on account of the payment you 
were to receive, or was it the actual cash value of the plant?—A. That is what we 
valued our hiusiness at. 

Q. Well, I say the plant and the business, good will, etc.?—A. Yes. 

Q. Nothing else was added on account of that?—A. Our arrangement was simply 
the price of our stock. Our stock was put in practically at the rate of 300. It sold 
in better times for 375, but the bad times, of course, reduced the value of it. 

Q. You valwsl your |)lant on the value of your stock, really?—A. Yes. 

Q. Now, what I want to get at is, whether that was the exact value that you turned 
your property over to the company at, and received in payment so much cash, and so 
much common, and so much preferred stock in the new company.—A. That is it, sir. 

(Testimony closed). 

[The following interrogatories were snbse<]uently proposed to the witness, and were 
answered by him as here shown.]' 

Q. At what time were salaries voted to the otticers and directors of the Interna¬ 
tional Silver Company?—A. Afandi 27, 1899, to date from January 1, 1899. 

(i. Have the salaries of either otlic(^r.s (ir directors heen increased since that time ?— 
A. No. I would also state that no director receives any salary unless he is the active 
maniiger of a fact(.iry. 

Q. What are the salaries («) of the president, (h) of the directors, (c) of the treasurer?— 
A, The president, $12,000. Four directors, who are members of the executive com¬ 
mittee and also managers of four of our largest factories, receive $10,000 each for their 
entire services in botli capacities. One director, who is also on executive committees 
and a managc'r of a plant, receives $7,.500. The treasurer has never been voted a sid- 
ary and ex{K.'cts none, as he has no duties to perform and has never been inside of the 
ccanpany’s ollice. The assistant treasurer receives $8,000 per annum. 

Q. Has the International Silver Com])any paid any dividend on its preferred 
stock?—A. No. 

(J. Were the salaries of the' ollicers fixed or increa.sed at a meeting when it was 
deenck'd to pass a dividend on the preferad stock?—A. We never jiaased any divi¬ 
dend, as no date was ever fixed either bv by-law, act of incorporation, or vote of 
directors providing for the payment of a dividend. 

Sami'ei. lloni), 

I'reKidnil of IiitnniiHmial Silnr Oompain/. 

Mebide.n, Con.s'., Xumnhir JS29. 


Wasuixoto.n, D. 0., Noremher 7.5, 11109. 


TESTIMOITY OF MR. WILLIAM H. WATROUS, 

Direftor of the hdmiiitiunal Silver C-ompany. 

At 12.4.5 p. m. Mr. William II. Wafrous, director of the International Silver (Com¬ 
pany, Hartford, Conn., was introduced as a witness, and, being duly sworn, tostiticil 
as follows: 

Q. (By Senator Kyle.) Will you state your full name, address, and business?—A. 
William II. Watroiis, Hartford, Conn. 

MA.NAOEME.NT OK I'llK INTERNATIONAL SILVER COMPANY. 

Q. (By Mr. .Texk.s.) Are you eounectcKl with the International Silver Company"— 
A. I am. 

Q. In what cajiacity?—A. Iain manager of the William Rogers Manufacturing 
Company. 

Q. Are yon one of the ollicers of the company?—A. I am a director of the company. 

Q. You spoke of lieing the manager of one of the comiianies. Will you explain 
how the biLsiness is organized, and the position that the managers hold under the 
directors and under the maiii officers of the company?—A. The William Rogers 
Manufacturing Company is known as Factory H of the International Silver Company. 

Q. Are the different factories designated in this way, by letters, and a manager 
appointel on salary to manage each of them?—A. Yea. 

Q. Directly under the officers and the directors of the International Silver Com¬ 
pany itself?—A. Yes. 


Mr. Rogers, p. lOTr); Mr. Wiitrcms, p. lOGC. 
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Q. You have heard the testimony giv(!n hero by Mr. Dodd?—A. Yes. 

Q. Does your own infoniiation and memory eoincide witli that as regards tlio 
facts?—A. Yes. 

(h And ^ regards the estimates that Mr. Dodd gave, would your estimates in the 
main coincide?—A. Yes. 

Q. Did you notice any discrepancies thent at all?—A. No more than to call atten¬ 
tion to the fact that the $20,000,000 is not issued. 

Q. Mr. Dodd himself called attention to that fact, I Imlieve; that the amount was 
in the neighborhood of $1,'>,000,000.' Have you yourself any information that you 
believe to be trustworthy with referimei! to the amount of common stock that went 
into this pool that was sjxiken of?—A. I do not know a thing about it. I have been 
luanager of the William Rogers Manufacturing Company since 1870. 

OAINS IIY CONSOLIU.VTIO.N. 

Q. So far as the advantages of the combination are concerned, do you think that 
tlu^ advantage that comes from the common n.se of the trade-marks, of whieli so 
much was said, is to be considered one of the chief advanUiges—ncrhans the chief 
advantage?—A. Yea. 

(J. You {'onsider that the chief advantage that comes to the condjination?—A. Of 
course there is economy in running the business. 

Q. But on the whole you think this other advantage, perhaps, the greater one?— 
A. There is economy in buying and economy in selling. 

Q* Do you yourself think that the advantage that conn's from ('liniinating the com- 
pelition among the different firms that came into the combination i.s an important 
element?—A. Well, it helps. 

(f. Would you consider that as important as any of the economies that you have 
spoken of?—A. I consider that outsiders set the price, and the nearer we come to 
that price the more we make; but any lillle jealousy between Hartford and Meriden, 
by whicli tile profit is thrown away to throw a contract to that particular factorv, is 
almost eliminated now. 

tf. And you consider tiiat the elimination of com]ietition among the neighbors, as 
suggested there, is the most important saving?—A. No; 1 do not think it the most 
important. 

(). (By Mr. Farquhar.) Fijually important?—A. Take, for instance, the cases that 
we jiiit up our fancy goods in. We fiave them all tnade together by oni' party. 
While they were made liefore by one liarty, we found one hictory was paying 15 and 
another 19, and 23, and another 14—no better, but all different prices, and scattered 
all over. Now we can get a Ixix at a fair price and the same grade; and so with a 
great many other things. 

tf. Can you form any estimate a.s to the saving that comes to the International 
Sdvcr Company from using these uniform bo.xes, giving large orders, ami putting 
tlictn all through the hands of one manager?—A. It would he a guess. 1 do not 
know much about it, but 1 should say it would be up in the thousands of dollars. 

fj. in a year?—A. Yes. 

tf. (liy Mr. Jknks.) About what has been the expense per year in your factory 
for these Ixixes in which you send out goods?— A. I can not tell yoti that, I am sure. 

tf. So that yoti can not give any estimate as to the saving to the company, nearer 
than up in the thousands?—A. Oh, I think the International Silver Company saves 
Ihottsands of dollam in every case like that. I can not tell you, only my own fac¬ 
tory; I can not divide them m any way, but wo spent a good ileal of money on cases 
lor goods. 

Q. And you have saved a goial deal by Ijeing able to get them in this way, 
uniform?—A. Well, possibly wo were the ones that had the medium price. I do not 
ktiow what any other eonijianies will say. 

TllADK-MARKS—SAl.KSMtiN. 

Q. (By Senator Kti.e.) I should like to know about this trade-mark. Under the 
International Silver Company, under what brand do yiat statiip yourgoixls?—A, Just 
***ii A **’ Ihtgera Manufacturing Company. 

ti. And Mr. Dodd, the Wilcox goods?—A. Yes; we have just as many agents on 
the riwl and sell goods just the same way. 

w' (Dy Mr. Jknks.) So far as you know, the satno trade-marks are made now by 
the same factories as before?—A. Certainly. 

Q- There has been no putting of trade-marks from one fiudory to another at all?— 
A. No, sir. 


See p. 1063. 
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WORK PEOPLE, MEN AND WOMEN—NO ONION. 

Q. (By Mr. Farqoiiar.) Is there much of a uniformity in your scale of prices for 
your workingmen?—A. No, sir; 1 do not think there is. 

Q. In the Rogers factory, do you hire just simply the individuals?—A. Yes. 

Q. And pay them according to merit?—A. Yes. 

Q. Skill and workmanship?—A. Yes. 

Q. Steadine-ss of habit.s, etc.?—A. Yes. 

Q. Are your employees resideul.s of your town principally?—A. Yes; almost all of 
them live there, in Hartford. 

Q. Are they New Englanders, or are there many foreignens employed?—A. They 
are what I call New Englanders, although there are some of German descent. 

Q. Descent?—A. Native born. 

Q. But not immigrants?—A. No, sir. 

Q. Have you ever had any labor organization up in your section at all?—A. They 
have some in the city, but I do not know of any in our factory. 

Q. You have never hail anything to do, so far as wages are concerned, with any 
committee of outsiders?—A. No, sir; never had any trouble, and have hail men work¬ 
ing there for 20 and 30 years without trouble. 

Q. Among your mechanics, what is about the highest rate of wages per day? I 
mean your skilled men; not foremen, but skilled men?—A. Wejiay from $4 a day 
down to $1.50. 

Q. Do you employ female labor in your factory?—A. Yes. 

Q. Any child labor?—A. No, sir. 

Q. What is the proportion of female labor to male?—A. I can not tell you that 
exactly; I think it i.s more than half. 

Q. In vour business, how long is it since female labor came in?—A. They were 
there before I began—years ago. 

Q. Has there been any increa.“e of the female lalwr in your experience?—A. No; I 
think not any more than lus the bu.siness increases. There are certain parts of the 
work that women can do. 

Q. Since the so-calleil good times have got here, has there lieen an increase in 
wages in the Rogers factory?—A. .lust the same as always liefore. When a num 
comes ill, or a girl, they all begin at a certain price, and then if they improve, ami 
are worth it, they get more, or else we let them go and get someone <‘lse that can 
work up to it. After a girl li.as been there so long she gets better wages. 

Q. (By Jlr. K.vrciiFORi).) Does she get the same rate of wages as men for the same 
work?—A. No; they do not do men’s work. 

Q. In any case?—A. No, sir. 

Q. (By Senator Kyle.) You characterize your employees, then, as unorganized 
labor?—A. Yes. 

Q. As a whole?—A. Yes; I would, as a whole. 

Q. What are the classes of lalmr you employ?—A. We have in the departments— 
we have plating, burnishing, biiHing, and packing. 

Q. About how many men ordinarily are emjiloyed in these different classes; that 
is, in round numbers?—A. In the burnishing machine room there are about 1 
machinists and 2 young men, and there may be 20 girls to run the burnishing 
machines. In the packing room it is almost all women; we just have the boys to 
bring in the work. 


INDIVIDUAL IIAROAININO FOR WAGES. 

Q. In times of prosperity, when the men consider in their own mind.s that they 
want an advance in wages, what is the method of getting an increase? Do they talk 
among themselves and appoint a committee to see you?—A. They come singly, one 
at a time, and when one gets a raise then another comes around. 

Q. Your plan is to treat all fairly? If there are 10 men in a room and you niise 
one man’s wages, the men doing the same work ought to be raised also?— A. Well, 
no; they are scattered around doing different work. Take the plating room, for 
instance; they are not all comiietent to <lo the plating alike; some would do a nicer 
class of work, and they get the best wages. 

Q. I presume you re^rd the state of the market?—A. Certainly. 

Q. And raise in proportion?—A. Yes; if a man does the same work he gets the 
same pay. 

Q. In times of general prosperity you expect to have to raise wages of your 
employees?—A. We have always made a habit of raising whether there was prosper¬ 
ity or not. So long as he is competent, ho gets a raise when he does certain work. 
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Q. (By Mr. RATcnFORD.) Bo you regard that as an equitable moans of adjusting 
wages?—A. Yes. If a man came in to work in the machine room, and worked annmd 
there, sometimes running nothing but a j)laner, and was not a good machinist at all 
and we slnmld start him at *2, he would have to be able to do what any other 
machinist did, if he got $3. When he could, then he would get it. 

Q. You said that your men came to you singly?—A. Yes. 

Q. The first one that comes is speiiking for himself?—A> And the others; yes. 

Q. He i.s oidy represcmting himself, and yet the wages in that department of tht' 
factory, ail of the factory, depend on the result of his inU-rview with the man¬ 
ager?—A. No. 

IJ. While he is only representing him.self directly, the wages in the factory depend 
on the result; i.s that so?—A. No. 

(,j. If his wages are advanced it will result in othei-s following it?—A. When they 
arc able to do a certain amount, they get a certain amount, 
tj. Voluntarily?—A. Yes. 
tj. Always lixcil by the niaiuiger?—A. Yes. 

(j. (By Mr. FAiiQcu.Mt.) In other words, they get paid according to the promotion; 
that is what you mean?—A. Yes. 
tJ. It is skill?—A. Yes. 

tJ. (By Mr. Jexks.) Do you, a,s manager of tins plant, h.ave the authority to 
increase wages and hire the men independently now as you did before the coinllina- 
tion w a.s made?—A. Yes. 

tj. (By Mr. I’.iiniun.tR.) Now, as far a.s you know, is there anv uniformitv in this 
Connecticut neighborhood in wages that are paid in all the factorie.s?—A.'I could 
nut tell yon. 

tj. That is, arc they all paid according to skill; is that a common practice with 
other factories?—A. Yes; 1 think it is. 

tj. (By Mr. It.vrciiFORn.) If it he an established rule in your factory that nitm 
receive wages in proportion to their skill and merit, why is it necessary for one of 
y .nr employetts to come to you and ask for an iinTcase, ai’id be followed by tithers?— 
That has always been thtmnethod; 1 mean the rule, 
t j. But in that we have two rules: First, you claim that men rt'ceivc t>ay according 
to ih.'ir .skill and merit mea.suretl by the nianager.«?—A. Yes. 
tj. .\nd next, that the men will come and .solicit hu'rea.sed wages?—.\. Ye.s. 
t j. Now, if they receive ]iay according to their nierit, and tiieir merit is niea,sured 
by (he management, why should they come and solicit it?—A. It has always been 
the rule forthem to come to us; no one else can raise the wages. 

tj. Are wages ever raised voluntarily without any solicitation on tiu: part of the 
men?—A. No; because the work is always- 

XEVKl! R10])l(.'El) .V.N'V W.UIES. 

Q. (Interrupting.) Are they over reduced on tlie part of tlie management?—A. 
We never have reduced auy wages, 
tj. Wliat?—A. We have not nalneed any wages, 
tj. Never have redneed any wages?—A.' No. 

tj. (By Mr. (Il.arkk.) Do not men sometimes think they are entitled to .an advance 
hefiire you think they are?—A. Yes. If we are paying $.'! for a certain amount of 
work and a man tliinks he ought h) receive more and we do not, of coui'se, he is at 
IilH*rty to go somewliere else. If that is tlie rule in tlie room, and lie ran not do 
any more than anyone else, we could not break the rule for that jiarticular party. 

MUTUAL RELATIONS OR RACTORIES. 


Q. Are some of the other factories in (he silver coiiiiiaiiy engaged in producingthe 
same kind of goods tliat you produce?—A. Yes. 

f j. And ha.s there been any deereiLse in vonr jirodiietion, or any iiicreavSe of it at 
any lime since tlie consolidation, by orders from lieadiiiiarters?—A. I do not lielieve 
I quite understand. 

A '^N Y'’'"' factory diminished and taken to some other factory?— 


tj. ()r vice versa?—A. No. 

Q. Could that be done ip yonr line of business and make an economy for the whole 
cstahhsliment sometimes?—A. Just now we have all got all we can do. This is the 
harvest time of the year, tlie three montlis before Christinas; lint of course in quiet 
times we could, by keeping all tlie fiuitories running, push business W'hile one of them 
migiit he delayed; it would be economy. 
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Q. I suppose your factories arc practically so near toother that nothing could be 
gained by saving in the cost of <listribution. One (^ould supply the market just as 
cheap as another, as far as freight rates go?—A. Certainly. 

EMPLOYMKiNT OF WOMEN IN DIFFERENT DEPARTMENTS. 

Q. {By Mr. Jenks.) Is the work tliat is done in the plant that you are managing 
the same in its genenil nature as that that is <lone in the other plants of the company, 
or is it different?—A. .Some have both hollow and Hat, some all flat, and some all 
hollow. 

Q. What is the special branch of work that is done in your plant?—A. Flat ware— 
spoons, knives, and forks. 

Q. Is it making the base?—A. No; simply plating and putting it on the market. 

Q. Yon say that you d<K)nly the plating in your estahhf^iment?—A. Yes. 

Q. Would you say that th(‘ proportion of the women in your plant was about 
half?—A. 1 shoulil say it was (»ver half. 

(i. Isitas much in the other jilants?—A. In tliis parti(;ular department do you 
mean? 

C- Yes; in tliis jiarticular department.—A. I should say it was. 

Q. How about the coin]>any as a whole? Are women employed to any material 
extent in the plants where tliey manufacture the base, for example, of spoons and 
forks?—A. No. 

Q. No women at all?—A. Very few. 

Q. .So tfiat vou think that th(‘ proportion of women in your plant is perhaps larger 
than it is on tbe average?—A. Yes. 

(i. Very miK'h laiger?—A. Yi‘s. 

Q. What si>eeial work do tlie women do in your plant?—A. They run the burnish¬ 
ing nmcliines, Imrnish tlie sjioons, and they park. 

Q. Baeking and getting really for the mark(‘t?—A. Yes. 

Q. 8o that in those jilants w lu're tlu'y nianufaetun^ the liase on wliieh the jilating 
is done there would be no wommi employed, would there?—A. Wry few. There 
might be a few to wash up and pack tliem to ship to u.'^. 

Q. But in tlie main it is only in those factories that do tlie linishing work that 
W’omen are employed?—A. Yes. 

(Testimony closed.) 

Wliereiipon the coinmis.si jn took a reces.s until 2 o’clock ]>. ni. 

[The following interrogatori(*s wiTif subscijnently proposed to the witness and wore 
answeml by him as liere shown. ]' 

(i- At wliat time wt'fe salaries voteil to the otheersund directors of the International 
Silver (’omi)any?—A. March 27, 18U9. 

Q. Have the salarie.s of either otlicers or directors been incr(‘ase<l since that tinn?.'*— 
A. No. 

Q. What are the salarii's (/O of t he jin'sident, {h) of the <lirec,tors, (c) of the treasurer?— 
A. The j>r(*sident gets !?12,()0{); 4<lire<‘tors get $10,000 each; 1 director gets $7,500; 
the treasurer, $8,000; hut all directors are managers of factories and as such draw 
salaries, but no pay for tn-ing a director. 

Q. Has th(! Intenialionai Silver (’ompany paid any dividend on its prcfcrrtsl 
stock?—A. No. 

Q. Were tlie salarif's of tlie otlicers t}x<‘d or increas<‘d at a metding when it was 
decided to pass a dividend on the preferred stock?—A. No. We never paid a <livi- 
dend and never passed a dividend. 

William H. Watkous. 

IlAitTFOKD, Conn., Novemher ^4^ ISOO. 


Washinoton, H. C., Wednesday, November 15y 1S99. 

TESTIMONY OF ME. N, BURTON EOGEES, 

Vke-pre-ddcnf of C\ Rogirs <t' Bros. 

The commission met at 2.20 p. in., Chairman Kyle presiding. Mr. N. Burt^in 
Rogers, of Danbury, Conn., vice-president of C. Rogers i Bros., of Meriden, being 
duly sworn, testifled as follow’s: 

Q. (By .Senator Kyle.) Please state your full name, a^ldress, and business.—A. 
N. Burton Rogers, Danbury, Conn. 1 am in the silver-plating business. 


JSeo Mr. ItoKors. p, 107'.; sev Mr. IhulU, p. 1002. 
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Q. (By Mr. Jknks.) Manufacturer?—A. Manufactim^r, and vice-president of C. 
Rogers & Bros., of Meri<lcn, 

NEGOTIATIONS BEFORE THE FORMATION OF THE INTERNATIONAL SILVER COMPANY. 

Q. Did you earlier have any connection with the formation of tlie international 
Silver Company?—A. Of what was contemj)lated at otie time. 

(2. That IS, you did have some dealings, or soim* proposeil dealings, with the pro- 
inoterH of this company?—A. Yt'S. 

(i. Will you be kind enough to explain to us that matter somewhat in detail?—A. 
We vvcTC asked to give an option U])on our business to the promoters, which we did, 
statijig the price tfiat we would take for our plants, with a number of other con- 
c(M ns that were eniimerattHl as tliose that woul(l he willing to sell their plants. Upon 
<-ondition that they ail sold, this option would stand. We submitted—each one sub¬ 
mitted to an investigation of their books, wliich was to l)e contidential. 

(2- That is, between the different concerns and the promoters?—A. And the pro¬ 
moters. 

Jt was not to go to the other concerns?—A. The others were not to know any¬ 
thing about it. Jt was practically what they (^all a Idind pool. We submitted to an 
examination of our books, and we all met, we HUp])ost*d, on an equal basis. At the 
iiieeling each company was repres<ml(*d by a director. At that meeting certain gen- 
tleiiH'n proi>osed that they have additional directors for their concerns. 

tp On what grounds did they make that suggestion?—A. On account of their being 
largt'r hold(u*s, or larger eoncerns, than some others who were represented by one 
director. A proportion thought that was not fair, and they a.«ked for an additional 
(lircct<tr. That was voted upon and carried by one majority, hut was afterwards 
l•cs<•inded ami no additional directors were added. A committee was appointed to 
proceed to tlui formation of this new com 2 )any, but it was soon given out that the 
luaflerljad been broken up. Previous to this wi; ha<l agreed with tlie jwomoters 
ii))on the price which we were to have for our concern, and we supposed thaPwe 
came to that mi'eting with every one in the same condition. Afterwards it fell 
through. Home of them dcmaiuled all cjish, because there was an opportunity for 
them to withdraw on account of all the conditions not lieing complied with. And 
thi n we hoard that there was a new combination to be formed, and that this new 
coniliination had a<‘curat(i knowledge from the promoters of almost everything per¬ 
taining to the coiiijianies which liad agreed to go in and had submitted to an exami¬ 
nation (if their books. In the m‘w formation wo werci not asked to jiarticipate; but 
it was formed soon after with tliree or four left out, or more. 

■ (h tho.se who hud proposed originally to come in?—A. Those that had pro- 
pdsisl to cornii in originallv, and who had gone into it upon the supposition that 
there was to lie a combinatfon, and tliat tlicv would be enabltid to get suflicient from 
it to pay them. The competition had Ix^en so groat that there would not be much 
money in the business if the competition ilid not cease. 

il Had it been thought when this combination was first j'lroposed that it would 
include iii'actically all of the large manufacturers of silverwan*?—A. Yes; all of the 
princijial ones and a nnmlx*r of the smaller ones were included in this list. 

(i- Did the promoters, when th(*y caiiiii to y(.>u with tlieir offers, have any pros¬ 
pect ns, to show yon, as they slated, what concerns had given them ojitions, so that 
Von had gi^iod reason to Ixdievc (hat all of tlu^ large om‘s were coining in?—A. Yes. 

D- Would you exjilaiu to us in some detail the nature of this i>rospectiis, and the 
nature of the representations that were ma<le to you by the promoters?—A. We gen- 
orally agreed that if all would come in it W'ould l>e benefieial; but the smaller ones 
^^ant(‘(l protection; either that they should lie able to manage their business, or that 
they should hold some position in the new combination either a.s director or salaried 
pllicer. We were not onered anything except a dinadorshij), iK'canse we asked noth¬ 
ing. We simply said our plant, if they wisheil to buy it, we would sell at such a 
ligiire, and we finally agrenl upon the tigure; while others had some iirovision in 
their options, either that they should have a director, or other things pertaining to 
th(‘ Imsiness. 

Q. From the information that you secured at this time with reference to the values 

nf the different plants that went in, or the prices that were jiaid for the plantw- 

A. {Inh'rrupting.) We had no knowledge oi the price paid or agreed to lx; paid to 
the others. 


OITIONH TO DUMMIES. 

Q. You had knowledge, of course, of the offer that they made to you?—A. Yes; 
(hat was in writing. 1 wish to say that the mode of operation is that they will take, 
as in tliis instance, a clerk in the promoter’s office, a man without any financial 
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responsibility, and to him you give the option; and if all go into that agreement—if 
they carry it out, they <’an hold you; if they on their part do not, you have got no 
one but a dummy to hike. 

Q. So in the ease of the formation of the International Silver Company these 
options were really taken by a person who was not financially responsible?—A. Not 
of any financial responsibility whatever; a clerk in the office. 

AOKKED TEEMS OF SAI.E OF C. KOGEES * BKO.S. 

Q. What was your opinion as to the prices that the promoters were willing to pay 
for the differimt jilants? Were they, tor the sake of forming the combination, paying 
in your judgment very high prices or simply moderate prices?—A. For C. Rogers & 
Bros. I can give the exai't amount; I do not know what the others were. There was 
an inventory value, 1 lielievc, of over $600,000; that is, tfte inventory value w'ithout 
good will or trade-marks or anything. 

Q. That was simply the inventory value of the plant and of the stock on hand?— 
A. Yes; free of all mdebtedne,ss; that i.s tlio way we nnule this option. 

Q. Of something over $6(X),000?—A. A'es; that was the inventory value; but of 
course there came in the good will. They agrees! to pay $500,0(X) in cash, $6(X),000 in 
preferred .stock, and $150,000 in common, which we understood was bonus; a bonus 
whi(di might or might not be worth anylfling. 

Q. (By Mr. CLAJiKE.) That is to say,'the common was?—The common. 

HOPED PHEFERKEI) WOL’I.!) UK WOUTII PAE. 

Q. (By Mr. Jenk.s.) At about what figures were you reckoning the value of tlie 
prefern'd; somolliing like 50 cents on the dollar?— A. Well, no; we thought, if the 
concerns were all lirought together—well, that was not knowing how the other.s 
would come in. Still, this was the way i reasoned about it: That if they came in on 
a similar valuation the earning power would make that preferred stock worth jiar; 
if anyone ilesired to sell it Ixifore a dividend was declared it might go to even more. 
It did sell at 80 or 8.) at the beginning; now it is offered for 65. But that was about 
the way we reckoned. The common might bring 30, if they were all in at a fair 
basi.s—that is, for profits. 

Q. Were you given information at this time with reference to the propo.sed capi¬ 
talization of $20,000,000?—A. Yes, 

Q. And from what you hiwl known of the businasa and from what you youi-self 
could see at the time, it had seemed to you that this $9,000,000 that was is-sueil in 
jrreferred stock was a fair valuation of the plants?—A. Well, of course, these w ere 
only impression.s at the time. We began to fear toward the end that the capitaliza¬ 
tion was too large for the basis of regular paying dividends, although we did not know 
how much the others had been making; we knew there had been a series of very 
bad years. 

PEOMOTUES’ PAY. 

Q. Had you information at the time with reference to the amount that was to be 
paid to the promoters for their activity in this matter?—A. Yes. 

Q. How much was that?—A. That was 3 jier cent uiion the total capitalization of 

$20,000 000. 

Q. They were to be paid in cash, were they?—A. No; in common stock. 

Q. They were to have 3 per cent of $20,000,000, but have it in common stock?— 
A. In common stock. 

Q. Were they, out of that, to pay any expenses?—A. They were to jmy all the 
expenses. 

(h All the expenses of organization were to come out of that?—A. Ye.s. 

Q. And they were to have what was left?—A. Yes. 

SAVINGS BY CONSOniDATION. 

Q. Now, with reference to the business of the Internationa! Silver Company itself, 
of which you are a competitor, do you judge from the business you have now that 
there are any material sources of saving from a combination of this kind?—A. Oh, yes. 

Q. Will you tell what some of the sources of saving are, as they appear to you?— 
A. Well, it is a saving in middle men principally. If a concern, one of the concerns 
in the combination, is making money, they would not close that down unless they 
could bring it in connection with another, and save the different men that arc 
required to run separate concerns. 
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Q. You think that, from the organization that was explaincHl thia moraiiij^, then* 
IB quite a material saving in the cost of management?—A. Oh, yes; proi)erly 
conducted, 

niSTORY*OP THE ROOEKS TRADE-MARKS. 

Q. Would you think that there is any spcicial saving to come from the common 
iiae of trade-marks in this business?— A. Well, in this cOvse there are several names 
of Rogers on the market. 

Will you be kind enough to explain to us this Rogers trade-mark? Give ns 
something of a history of it, and the way in which it is on the market now.— 
A. Years ago relative's of ours were in the silver-plate business, back iji the 30’s ami 
■jo’s. They first started, I tlunk, one of them, William Rogers, in Hartford, umh'r tln^ 
nnme of the William Rogers Manufacturing Company, or William Rogers Sons. 
Tlie hrothera afterwanis—\sa, Simeon, and William—wimt to Waterliury, and 
started there the original concern of Rogers & Bros. And tt) siicli a state of perft‘c- 
(ii»n did tliey get their goods that they were known as being very vulnable and 
very rc^liahle goods. Other silver-plate manufacttun'rs started iii spoons and foiks, 
but they were unable to comjiete with Rogers & Bros, (‘veti at tln^ same prici^, 
Ifecause the latter were so ndiable. But after a time Rogers it Rms. sold out; it 
i>ccani(^ a corjioration. They wanted mon; money, and after a while they went out 
and sold their property; hut tlie name remained. One of tlie brotlims th<‘n went to 
New York, Tins was Asa. In connection with my hrotluT, Gilherl Rogers, he 
startl'd in New York, in John street, under tl>e name of A. it G. Rogei's. In the 
had timesthuteainconduringthewartheygotaHttle frightened and stopiieil. Then 
lln' Meriden Britannia Company came forward to my brotlier Gilbert, and made an 
arrangement with him to give him 2 per cent, or something of that sort, ujxm all 
the gbods sold with his name on them. 

Q. That is, the Meriden Britannia Company bought from your brotluT the right 
to use this trade-mark?—A. Yes; and his coinjumsation was to he jx*r cent or 2 
cents a dozen, I have forgotten which, upon every dozen that was made and sohl; 
and lie was to have a position as salesman. Soon after, we heard that they had 
enter'd into an arningeinent with the original Rogc-rs Bros, to use tlieir name. 

The !Meriden Brihinnia Compaiiy?--A. That is, instead of Rogei-s & Bros., the 
name whiili the Waterbary concern had, it was Rogei-s Bros.; and they bought 
the use of that name, as I understand it, from the original brothers, who \\^'ve 
to sii[>crintend the manufacturing for 10 years. They then (lismis.sed G. Rogers.^ Of 
eonr.se therti was no eompensation to come, because they w'ould not sell any. They 
had got th(‘ Rogers Bros., and they went forwanl and inanuiactunHl and soltl tlio.s*- 
goo<lH. Ill the meantime they had accjiiireil the controlling interest of Rogeis & 
Bros, in Waterhiiry. 

Soon after their dismissal of G. Rogers my three brothers, Cephas, flilbert, and 
William, formed the coiu^ern of C. Rogt^rs i^ Bros, in Mi'riilen, and a whileafterwai<ls 
comnicnced nmmifacturing spoons and forks and knives, stamping their nanu' on 
them. Tlio Meriden Britannia Company at once coinnienced a suit against tlu-m, 
claiming that they had, under their purchase from tlmoriginal Rogers Bros., tlie sole 
right to use the name Rogers & Bros. After a long litigation the courts d(*ci<led that 
V. Rogers & Bros, had a right to use their own name long as they used it right¬ 
fully—that is, provided the gooils tliey sol<l were equal in (juality to those ])ut upon 
tiu' market by Rogers & Bros.; and that they jiroved was .«o, and there was no 
attenijit to disprove it. We do not to-day know liy wlmt right tlui International has 
used Ibigers Bros., 1847. As we understand it, their right to use it ex])ire«l after 
the It) yi*ars. In referring to it we have aometiini's thought that wo ]ia<l a riglit to 
atlemjit to stop them aa they tried to stop us; and tlu; answer was that they con- 
Inilled Rogers Bros., of Waterbary, and would be enabled to bring it to Meriden, so 
it would do us no good. 

Do you yourself in your own manufacture use tln^ brand Rogers it Bros.?—A. 

(t. Rogers & Bros. 

t ^. C. Rogers & Bros.?—A. We prefix the C. That was the name of the senior 
member of the concern, and we have not conflicted with the correspondence, and 
have abbreviated it as much as possible. 

Q- You spoke of the International Silver Company advertising the.st> brands. Do 

tlu'y in advertisements make statements that you think are unjustified by the facts in 
tiiecasi!?—A. Yes. 

Q. What statements do they make, for example, that you think are nnju.«tiliable’— 
A. They rentetl an office in Maiilen T.ane; we also rented an office there. l'*acli I'on- 
cern put up its name, C. Rogers Bros, and the International Silver Cxnnjiany, 
and a notice that it would occupy the jiremiscs on such a date, yooii after there 
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appeared on the International Silver Company’s sign, that was stretched across the 
face of the building, a statement that they controlled all the original Rogers brands 
or trade-marks for spoons, knives, and forks. That, of course, was not the fact, as no 
one controlled us but ourselves. 

V.^LUK OF THE TKADE-MARK C. ROGERS A BROS. 

Q. How would you consider that the value of those brand.s that you.yourself use 
coni|»ires with the value of your plant itself?—A. In the formation of our present 
conii>any the trade-mark was put in at $100,000. In the new coriwration of C. Rog¬ 
ers & Bros, the inventory value was $600,000. 

ROGEIRS TRADE-MARKS OUTSIDE THE COMBINATION. 

Q. (3y Mr. Farquiiar.) If the new combination hao acquired your plant wonkl 
they have acijuired really all of the Rogers trade-marks?—A. Ye.s; they would have 
had them all. There was one man by the name of W. A. Rogers, who was not a 
manufacturer, who was buying goods or having them made for him and sending 
them on the market, but it was not considered of very great imiiortance. 

Q. But yours was the one that comprised the inamifaiduring trade-mark?—A. We 
manufacture from beginning to end under the onfc name. 

SAVING BY CONSOLIDATION—IN ADVERTISING. 

Q. (By Mr. .Ienks.) Do you consider that a combination like the International 
Silver Company has any special source of saving in advertising over the indeiiend- 
ent concerns?—A. They would if they just adverti.sed one brand; but niv otiserva- 
tion is that there are different branches of manufacture which are still advertising; 
there are some that are not. Oh, yes; there would lie a saving and is a saving, I 
should judge, to them in advertising. 

Q. How do they make a saving?—A. For instance, the William Rogers Manufactur¬ 
ing Company of I’lartford used to ailvertise very extensively; they do not now, and 
that is only one. I notice Simpson, Hall & Miller’s advertiseineiit now occasionally: 
but the Rogers 18-47, the Rogers brand, is Ixiingfar more extensively advertised than 
Ixifore. 

Q. Do yon think that they would have any advantage in the cost of advertising tiy 
iKiing able to make better terms with advertising agents or with the niagazine.s in 
whicli they advertise?—A. I do not. They could; but now there would not be so 
much advertising, if there wei'e three that adverti.sed before and now only two, unle.ss 
they increased the space for one, making it equal in cost, 

Q. But if there were formerly three advertising and now there is only one adver¬ 
tising, there would Ixi a saving there, at any rate?—A. Yes; where the advertisements 
were as Iicfore. 

Q. If the advertisements of all the different lioases come through one concern, 
would they lx; able to make better terms with advertising agents than they could 
if they were each dealing independently?—A. Yes; I should judge they would. 

Q. They would lx; able to get better d'iscoiint.s from the advertising agents?—. Yes. 

THE WALL STREET POOL IN INTERNATIONAL SILVER CO.M.MON. 

Q. Can you give us any information with reference to the pool in the cominon 
stock of the International Silver Company that was spoken of this momiiig?—A. 1 
know from a very niliable source something in reference to it. 

Q. 1 should lx; glad to have you state what yon know.—A. The stock was, I under¬ 
stood, with Thomas & Post, the bankers who were the promoters in this consoli¬ 
dation; they went to the different stockholders and asked them to place the oommiiii 
stock in their hands. 

Q. (By Mr. Jenks.) Assign it to them?—A. Assign it to them to he sold on or 
before May 1 for not less than SO. If they did not sell it for 30 or more, they were 
to return the unsold stock to them; and I understood that of the $11,000,OIX) of the 
common they got in the neighborhood ol $8,000,000 or $9,(X)0,(X)0. 

Q. In their hands mostly in this way?—A. Tliat is my information, which I con¬ 
sider reliable. 

Q. This pool was to expire on the 1st of May?—A. Yes. 

Q. Did you have any information with reference to the amount that was sold, or 
what the outcome was as regards the amount that they had disposed of?—A. Froni 
the same source I learned that the pool had about 800 shares more on their hands at 
the end of the time than they had at the beginning. 
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Q. You say that you have this from a relialile sourei'. \ HUpposc, from .soim' man 
who was liiinself in the pool or had some int(?rest?—A. I do nut know what lie had; 
he was a stockholder; that is, he did have stock. 

Q. You understo(^ that he had put his stock into the pool?—A. No; I did not 
understand that he individually said that. He said that that was the condition of 
things. 

Q. And the source was such that you believe it to be entirely trustworthy?—-A. 
Yes. 


PRICES CUT AT FIR.ST HY THE lOTERNATlONA L .SILVER COMPANY. 

Q. Have there been, since the formation of tlie Internatiimal Silver Cora pan v a 
y<‘ar ago, any changes in price of silverware that y<.iu could ascribe to the formation 
of the company?—A. At first, immediately afterwards, there was a reduction; afti*r 
the formation of the company thctrc was a vigorous (fitting of prices. 

t^. Did tliis cutting of prices come from the International Silvc^r (^.impaiiy or from 
outsiders?—A. From the International Silver C'ompany. They cut the price on 
knives, we thought, below cost, and that c<mtinued—the cutting in siKionsand in forks 
c()ntinued up to the time when material and wages began to advanee; then then^ 
was a circular i&sued arlvancing the prices. 

(h Was that last February?~y\. Yes; and previous 1<> that. In the meantime 
llu*y took all the orders that it was possible to take from <lifferent concerns at the 
lower price, and then advanced llie prici*. 

NO KURTHEK RE(p'EST TO .JOIN THE < OMHlNATION. 

Q. After they had cut the price or wliile the ])rices \ver(‘ held low, was there any 
further attempt made on their part, to your knowledge, to bring tlu* independent 
concerns into the combination?—A. That Wiis the most serious ath-mpt. I do not 
know. We were never apjiroached ex«‘C}»t in this way, meeting them occasionally, 
“Well, we must all he togtdlier;” but no formal re(piest was made. 

Was it the opinion of the trade outside that this cutting in prices was for the 
[)nr|)ose of fon-ing the competitors in?—A. It was f*»r (he purpose of injuring them; 
tiuTc was not any profit in it. 

(b (by Senator Kyle.) A'^ou stated that you had n<t lieen asked to join tluM'om- 
hination the seeond time? A. No. 

prices had rKNUEi) downward, iu't have lately risen. 

(by Mr. Jenks.) What has iM'en the course of prices in your own establish¬ 
ment since 1897?—A. It has been gradually tending downwar<l. 

(i. Have you increased tlie j»riet‘H of your goods at all within the last year on 
account of the increa.se in the price of raw maU'rial?—A'es; and labor. 

Q. About how'much? What percentiige?—A. From 10 to 20 per cent. 

W.AOES VOLUNTARILY RAISED. 

(b About what has been the incn‘ase in labor in your establishment?—A. Fully a.s 
innch. 

Q. From 10 to 20 per cent?—A. I would not say that exactly. We are getting a 
little more profit now than we did then. We voluntarily advanced the wages of our 
einj)loyeos, of course, l)efore we got the a<lvam!(*d prices. It was dictate<i by a piir- 
pose to avoiil any complication; the air was full of good tinu'.'J, and tlie working im^n 
naturally thought they ought to participate, and voluntarily raised the wages of 
ours Ix'fore we got the advanced ])rices. 

PROFITS RATHER LARGER. 

Q- Alxmt what time was it that vou put vour prices u))?--A. That was early in the 
year. 

Q. Do you find that the comjxitition against you is any morii vigorous, or has it l.>een 
ftny more vigorous for the last 6 or 8 month.s, than it was before the organization of 
the International Silver Comiiany?—A. There seems to be a greater demand for goods. 

Q- For goods?—A. For goods, and that allowed us to have plenty to do; hut we 
Were not always obtaining the prices warranteil by the cost, the inen^ased cost. 

. Q- You would Haythatnevertlieie.ss, on the whole, your profits are rather larger now 
since this increase m prices than they were for a year or two before that?—A. Yes. 
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NIMBER Of TllAVKUNG MEN—TEMUTOBY COVERED. 


Q. Do you employ traveling men?—A. YeA 
Q. About how many do you have?—A. About iS. 

Q. (By Mr. F.iHyenAii.) 'in what sections, what States, do your traveline 
ally operate?—A. All over the United States and in Canada. ^ 


men nsu- 


THE 1.S47 BRAND HELD DP—OTUERS CUT. 

Q. (By Mr. Jenks.) Do your traveling men report that thev find any more v' 

Oils efforts to take trade .'tittii’ from them by the cutting of paces on the pnii ot TC 
Iiitcrnntioinil Silver Company than they met before from representatives of independ¬ 
ent eoncerns?~A. Yes. 

tp They do find more vigo.-ons efforts? —A. Ye.s. 

cy It is the e.Nperienoe of your companv, then, that tin! International Silver Com¬ 
pany i.s cutting prices against you?—\Vell, not so much lately; there is a little 
thing that yoti will have to understand. 

Q. Certaitdy; give what explanation you think best.— A. They have advanced the 
brand of 1S47 and maintain that, while the brand of William Rogers and other 
Rogers(!s they debauch. 

Q. When yon .say “debauch,” what do you mean by that?—A. Sell it lower than 
it formerly sold in coinparision with the Imunl of 1847. 

tp The price of 1847 they have held up, hut they have (!Ut on tin! other Itogers 
brands they own?—.\. Ye.s, 

(p Have they maintained the standard of the brands of Rogers Brothers as 
regards the quality of the good.s?—A. Wr- do not think they have. 

tj. Have you made any test so that you feel con lident on the matter?—A. Yes; w(! 
made tests and found that they did not come no to the standard. 

tp I.s that trur' with reference to the brand of 1847?—A. We have not tested that. 
We were rather in th(! belief that they would not <lo that. Onr reason for testing 
this otlKT was tliat the prir'e could not he very ])rotitable that they were obtaining 
for the goods it they had the full value of silver and material in them. 

(J. So you made tests of some of th(!se otln'r Rogers brands and found that they 
were not up to the .standard?—A. No ; they were nut. 

C. ROOERS .4 BRO.S., .IND THE RO<!Et!.S SILVEIi I’l.ATF. COMPANV. 

Q. flow long lais your present establishment been in operation?—A. 0. Rogers 
Bros, has been in operation for 84 years. 

Q. How long have you been cormectial with this concern?—A. About a year. 

(p (By Mr. .Jenks.) Will you explain what yonr biisiticss wa.s, or whether yon 
had an independent business, before your connection with this present concern?-- 
A. Yes ; the concern which I took up was the Rogers Silver Plate Company of Dan¬ 
bury, and that is about 1.3 or 14 years old. I was the younger brother, and my other 
hrotlu'rs were stockholders in that, and two or thri'C other members of the family. 
But after this combination was made, the fnternational, we concluded that we wouM 
amalgamate, both for our protection as against what might take placi‘ and to lessen 
e.xpenses; and we did so, and it is now a corporation. 0. Rogers & Bros, was a 
partnership at will for 34 years. 

TIME ANT) 1‘IECE WORK—RISE OF WAGES—NO UNIONS—NO STRIKES. 

Q. (By Mr. Farquhar.) You spoke of your lalxir, that you had voluntarily 
raised the wages. How do you employ the men; by time or piece work?—A. Belli. 

Q. Is that increase general in all your departments?—A. Yes; the raise of wages 
was almost universal. 

Q. And you said the per cent was from 10 to 20?—A. Well, that would he in 
the Rogers Silver Plate Company of Danbury. There was not so large a percentage 
in the coni'crn at Meriden. 

(h Have you had any knowledge of organized labor in respect to silver plate in 
those companie.s?-rA. Not in reference to silvi'r plating, hut in reference to hatting. 
We are the only industry there outside of hatting, and that is almost entirely under 
lal)or organizations; the employees are all members of labor organization.s. 

Q, (By Mr. Ratchford.) Do you have any labor strikes?—A. No, sir; I never 
had any strikes. 

Q. Among the silver platers there are no labor organizations in your place?—A. 
There are no labor organizations in our concern. 
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COMMON STOCK AS BONUS. 

Q. You mentioned the fact that the common stock of this combination was in the 
character of a bonus. Do you mean by that that it wa.s given over and above tiie 
casli and the preferred as a bonus?—A. Yes. If we would take more preferred—for 
instance, instead of $300,000, if we would take $400,000 preferred, we would get 
;j;200,000 common. It was an inducem(‘nt to take preferred stock instead of ca.yh. 

(i. \Va.s this not a fa(;t, too, that wlien the preferred stock of this company went 
on the market it was sold at 85? Now, instead of your common stock being a bonus, 
is it not a fact that the common sUu-k was put in to level up your preferred to i>ar?— 
A. It wjw in the hopti that it would, 

(^. Jh not that the bii8ines.s reason, the business view, instead of saying that the 
common was given as a bonus; that you could not .sell an industrial stock of that 
kind at i)ar?—A. We all hoped that we could get a little mure out of the preferred 
and common. 

(^. .jointly?—A, .lointly; we thought it would amount to more than that. 

(j. by (N)nibining your preferreii and common, you would have a premium on tne 
100 per'cent?—A. Y(^s, it wiis believed that would be the case, and for that reason I 
jii(ig(‘(l many would be induced to take more preferred than cash. Thus they would 
he enabled to sell on the market. It was to be listed, and they were going to sclUt, 
at will. 


S,\V1N(; ON lUmCflASKS—COMPFriTION WITfl TJTE INTEHNAtlONAL. 

ty (l>y Mr, Katchfoki).) Are you a eompetitor of the International Silver Com¬ 
pany?-.Y Yes. 

()()erating independently outside of that company?—A. Yes. 

(J. What can you say vvilli ref(*r(‘nee to the relativ(^ cost of raw material as com- 
|)iirc<l with the cost to the Ititcriiatioiial Silver Company? Can you buy your mate¬ 
rials as cheaply as they <'an?—A. On genera! principles a person buying very large 
<ltiantilie.s might be abh' to buy for Ics.'? than om^ who bought in smaller quantities. 
I think that we have been enabled to l>ny at the same price. 

td- riiat you can buy at the same ]>ri(a*?—A. T tliink we have, but how long such 
a stale of tfiings will exist in general business activity I do not know. I should 
judgt* a larger quantity would be able to lie bought better. 

As to the si'lling of your wares, do you receive about the same price that they 
(In? A. Ye.s; that is, we are comjjcllcd to meet coinpotiti(m. 

TIh^ competition is rather keen between you, is it not?—A. Yes. 

WJIV WAGES aoSK MOUU IN DANBURY THAN IN MERIDEN. 

(b Mr. I>odd stated thi.s morning that the wages of labor advanced within the last 
year in Ihc futcrnational Silver Ouujiany from 5 to 7i per cent. You have stated 
imw Ilia! the wages of labor in your conipany advancaid from 10 to 20 i)cr cent?—A. 
That is in the Silver Plate Company of Danbury. Thalisapartof C. KogersA Bros. 

Q. I should judge that the pric(5 for labor would be the .same, or the advance, 
with C. Itogers A liros. in Alerideii it is with the International?—A. Yes. 

< b Th(.-y are mughhors, 1 uiulcrstand? The advance in Danbury is greater than it 
is in Meriilen, is it?—A. Yes. 

Can you explain why it i.s?—A. We do not come under such competition as 
Ihc ^^ori<lon house docs. 

Q. But the goods that arc manufactured in both places- A. (Interrupting.) AVe 

inaiiii fact are (lifferent. 

IT Sell for about tlic same price to the consumer, do they not?—A. The concern in 
Danbury make a different class of goods from the concern in Meriden, and there is 
U'»t tlui competition in that class of goods that there is in this—in flat ware, spoons 
and forks, such as the Meriden C. Rogers A Bros, make and the International make 
111 Meriden. 

How about the skill and efficiency of the workmen? Are they equally skill¬ 
ful?—A. They do not require in Danburvas skilled workmen as they do in >feriden. 

Q. And yet the w’ages in Danbury have increased more readily than those in 
.Meridou?—A. Yes; and it is not as skilled. 

Q. , (By Mr. .Tenks.) What is the sfKicial output of your Danbury establi.shment?— 
A. Silver-plated novelties, mirrors, clocks, lamps, mantel ornaments, and a certain 
line of upholstered goods. 

B3a-68 
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Q. Is the general percentage of profit in goods of that kind larger than it is in 
articles like spoons ami forks?—A. Yes. It Ls on account of their novelty. As .soon 
as it gets over that point they go lower. 

Q. Do I understand by that, then, that you are continually getting up new pat¬ 
terns, new kinds of goods, and so on, that you are putting out?—A. Yes. 

UXl-OBTINO TO ENGLAND. 

Q. Have you any foreign competition in your business?—A. Yea; that is, we are 
able to sell in the foreign market nowand are exixirting a great many goods, j)ar- 
ticularly mantel ornaments and clocks for mantels. 

Q. (Ky Mr. Jenks.) To what countries are you exporting?—A. England. 

Q. (By Mr. Katcheord.) Do these foreign goods meek tins home goods in th<‘S(‘ 
markets to any extent?—A. Not now. They did—it is reversed notv. We are able 
to export, with trade incresusing. We have always considered silverware lower in 
Euroi>e or in England than it is here. 

Q. Can yon say that the domestic market belongs entirely to domestic manufao 
turers in your line?— A. Yes. 

Q. You are extending your trade abrotul?—A. Y'os; we excel in finish and are now 
competing with them m price. 

MANNER OF HIRING MEN. 

Q. How are w.agos fixed with vour employees?—A. By the piece. AVe take a 
young man of 111 or 17, and we will (Tiiploy him by the day to bi'giii with, in one 
branch I refer to now—butling. An experiimced buffer—that is, sand bulling on 
metal—an ordinary buffer will earn about .¥2 per day. We are in a locality wlieiv 
we can not draw upon experieiK'cd labor—in llanbury; it is away from Meriden and 
other places wlu're they have other factories to go into, so we take a young man and 
give him to $11 a week and teach liim. AVe pay him that while learning, but <i( 
course he does not earn his wages. 

Q. Abai are paying him during apprenticeship?—A. AVe are paying him during 
.apiirenticeship. It may last in this ca.se for ti or 4 weeks. Then weput him at |>iciv 
work, an<l they are able, as 1 say, to earn from $0 to $12 pi'r week; and that is wiilr 
the young man. I may say that this is jiossibly exceptional. There are otlu r 
branches, like casting. There we will take young men and put them to work, and 
it is of such a nature tliat they learn very ijuickly—some do—and they arc earning 
now all the wav from $;i to $11 and $12 a week. 

Q. AVhat is the uumber of hours’ work?—A. Ten hours per day. 

E.XI’01tTS ONE-TE.STH OF FliODUCT. 

Q. (By Mr. Jenks.) AV’hat proportion of your goods do you export?— A. Not more 
than one-tenth now. It is increasing all the time—jiossibly more than that. 

Q. From 10 per cent upward now you are exporting?—A. A’es. 

Q. (By Mr. Farquiiar.) What country principally ilo you export to?—A. England. 
AVe send to other parts of the world, but I am speaking of England alone; we scud 
to Australia. 

IimTER OCTSIDE the COMIHNATION—WALL STREET COMPETITION. 

Q. (By Mr. FAncttinAR.) As you stand now, an independent manufacturer, would 
you just as soon be outside the combination as in it, as a business mail?—A. 1 should 
prefer to be outside, whereby we don’t come in contact with unnatural things, where 
one is receiving resources from things not ))ertaining to their business, and they me 
unable to seriously injure the outside concern. 

Q. (By Mr. Jenks.) AVill you tell jiLst what you mean by that?—A. I mean Ihi.-; 
It is our fear that the competition with the Jnternational would not be on a diie. t 
business basis of costs; that it would be governed rather by the amount that l onld 
be made in the rise and fall of the stock on the market in AVall street. 

Q. (By Mr. FARUunAii.) That is, that the stock market has something to ilo " 'o' 
the International and its business?—A. Yes; to use a term that will express it, thut 
there are a gootl many in the International that are what are temied in AVall sO' cl 
“tape worms,” or stockholders who are busily watching fluctuations on the nmrtct. 

I am pleased to say that I am on very friendly terms with each one of them, Imt I 
say we fear competition from that source, but fear nothing from active business coiti- 
petition. 

Q. Fair play?—A. Fair play. 
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Q. (By Mr. Jenks.) You think then, that while there are advantages that you 
liavc yourself mentioned in combination, there are other a<lvantages in licing inde¬ 
pendent, each indiviiiual managing Ids own concern, which W'ould perlians offset 
those first mentioned?—A. There arc benefits in a good combination, fouiufed u|ion 
a good sound basis. 

Q. (By Mr. FABtinnAii.) If it does not try to do too much?—A. If it doi's not try 
to do too much; but a good independent concern can always take care of itstdf if 
proiierly conducted—if it does not meet with what I have suggested; that is a thing 
that would he a very dangerous factor under the present condition. 

TUK INTEENATIONAt. —NO DIVinENDS —SALARIES OK OKKIniKS. 

Q. (By Mr. Jenks.) Has the International Company paid any dividends on the 
Iiref'erred stock yet?—A. No, sir. 

tj. Have you any information with reference to the expenses of the company as 
ivgards the salaries of officers, or matters of that kind?—A. I understood, and have 
it from a reliable source, that they would receive Ih.OOO, each of the active directors, 
and $7,000 for the pmsiilent, voUsl at the first meeting. At about the time the divi¬ 
dend was to be declared, that dividend was )>a.ssed, not paid, you understand, and 
thev adv.anced the salaries of those who hail been receiving $.'),000 to $10,000, the 
jiresidcnt to $12,000, and what the treasurer got, who was the Wall street etid of it, 
1 do not know, bitt 1 heard he got $2.1,000. 

tp This information is from a source that you are certaiti, from the circumstance.s 
of theca.se, knows the facts?—A. Yes; from a .“loekholder of the coinjiany. 

(). (liy Mr. Clarke.) It is hearsay evidence, is it not?—A. It is evidence I believe 
1 i.imld bring a little proof of.' 

(). You do not know about it Vourself; you are not iti the company?—A. Nothing 
more than what I have been told by a party who is a .stockholder in it, and directly 
iiitcresteil in it. I think you could have got that information if you liad asked one 
..f the gentletnen on the stand this morning. 

(Testimony closed.) 


^See Mr. Dodd, i>. 1062; Mr. Watrons, p. 1066. 
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Washington, D. C., Odohir 1 <s\ Asm 

TESTIMONY OF MR. JAMES B. DILL, 

Aftornfij fit lair. 

At a meeting of the Unite<l Shates Industrial (/Oinniis.sion held at ils oHices in tfio 
Hliss |}iiil(iing at 11 a. ni. October IS, LS!)',.), Mr. Janie-s B. Dill, lawyer, being duly 
sworn, testified on the subject of trusts. 

TITK I*UOl-'E.SSI(>N OF THR WITNRSS. 

Q. (By Mr. Jknkr.) Will you give your name and addre.ss to the stenographer, 
jtlease?—A. .lames B. Dill, No. 27 Tine street, New York. 

Q. Your busines.s?—A. l^awyer. 

How long have you been in the btisines-s?—A. About 25 years. 

(i. Where have you been j>ructieing?—A. In New York and New Jensey. 

il. You are familiar with tlu^ corporation laws of New Jersey?—A. Yes. 

(N Have you written or published anything on the subject?—A. In the first place, 
I w as chairman of t he State commi.s.sion to revise the corporation laws of New Jersey 
reialitig to fiiianeial in.^tilutions. I am the author of tlie oflit-ial edition of tluMair- 
poraliou statutes of New Jersey, and author of Dill on New Jersey Corporations, 
which i.s the larger ]>ul)lication on the subject. 

th llave y<ni Ixxm, in your practice, associated with thiM.rganizatimi of some of 
llie largtT condHiiatioiis?—A. Ye.s. 

Q. (’an you give us any idt'U as to the amount of work along this line that you 
ha\«' done, the amount of capitid organized in your odiee within a year or two?— 
A. I .supjxise this year that w'e have had charge of the law' end of organizations whose 
aggregate capital would run from $500,000,000 to $1,000,000,000. 

TR.VMP COKPOKATIONS DKFINKD. 

(i. What do you understand by what is called a tramp corponition?—A. A corpo¬ 
ration which, leaving a charter from one State, asHumcH to carry on itfi tmtirc function 
out of that State ami to do bu.«iiiess entirely in other States. 

(h Dnder the New Jersey laws would tramp eorjtoratiouH be possible?—A. Were 
th(‘ New .l(‘rsey laws atrietly enforced a tramp (corporation wouUl be impossible. 

(h Will you mention the jtoints of the New Jers(.‘y laws which prevent tramp organi¬ 
zations from IxMiig organized in N(‘w Jersey ?—A. The distinctmn between what is 
coiiiinonly known as a tramp company and a projx'r (•ori)oration is the fact us to 
w hether or not the stockholders an? allow(‘d by law to meet out of the vSlah? which 
creat(\M the corporation. When Rtates simply grant the charters and permit the entire 
Work ()f the organizations to be (arrmd on outside of the States, they are tramp 
mgunizHtions, in niy judgment. The distinguishing features in New Jersey are as 
follows: First, tlie stockholders arc forbidden bv law to int‘t‘t outside of the State, and 
si-<‘oiidly^ by statute and decisions, any act of the stockholders convened in meetings 
omsid(! of the State is void. 

Q- All stockholders’ meetings must he held in the State?—A. All stockholders’ 
lueotiugH must by statute be h(“ld not only within the State, but at the registered 
*>nJco; and the courts of New^ Jersey have h(‘ld that stockholders assuming to convene 
outside of tin? State, and act as such, thereby render themselves liable as copartners 
t'r th(* transai^tiou in question. In the next place, the statutes of New Jersey are 
more emphatic i)erhaps than those of any other State, in that a company must not 
only have but must maintain a principal and registered office in that State, 

1077 
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THE rMNClPAL-OFFlCE FE^VTCBE OF THE NEW JERSEY CORPORATION LAW 

Q. TThat is meant by this prinoipaJ office?-!. I might say parentheticallv 
these strict provisions with regard to maintaining an office and registering it Ircol 
recent growth—statutes enacted within the last 3 years, in obedience to what seen,s to 
be public deinand for more publicity on the part of corftopitions as to maintaining a 
principal office. There are un<ier the statutes tlio followin)? rei)uirenienfs; ” 

First. By the act adopted in 1807, every corporation must state, in every paper it 
files and in every statement it publishes, the street and number of its office in the 
State, and the njimeot the person in charge as its agent; and a misrepresentation in 
this respect rendera all of the directors personally liable for all debts of the comawn. 

Second. The agent must be eithera domestic corporation, or, by the statute of 1899, 
a trust company. This later legislation, which wa,s passed finder the banking commis¬ 
sion, of which I was ehainnan, was passed because we recognized in New Jersey tlie 
neceasity of having all the.se matters relating to publicity carried on by a corporation 
which had known responsibility and which was under the direct .suiiervision of the 
insurance and banking department in the State. 

Third. By the statutes of 1890, 1897, and 1898 the corporation is requireil, as I 
have said before, to have an agent in charge of that office at all times during buaines.s 
hours. They are al.-o recpiired—this bears directly on publicity—to have a person 
there who i.s authorized to transfer stock, and that person, under a penalty of $2(K) a 
day, is required to kcej) thivc things: First, a book which shall contain the names 
and addresses of every stockholder, together with the number of shares hold by him; 
second, a book whicli shall contain the name, residence, and address of every officer 
of the corporation in question; and third, liy the law of 1898, a daily list, posted to 
date, which shall contain the names, alphabetically arranged, of every stockholder, 
the amount of his holdings, whence ho derived them, and, when he transfers, to 
whom, together with his address. 

A failure to keep this list on the part of the agent subjects liiin to a penalty of $200 
a day, and tlie failure of the officer to produce this list renders him ineligible under 
the statute to election to any office whatever in the corporation for tlie succeeding 
year. Finally, corporations are compelled to send out from this principid otticc‘ a 
statement under oath of every addition to the payment of capital .stock made liy 
them and to state how much of that capihd is cash and how much is pro|)erty. i.et 
me explain that this does not simply mean that reports must lie made as to when all 
the lapital is jiaid in, but when each and every installment is paid; and a misrep¬ 
resentation or failure on I he jiart of an officer to do that renders him liable for all the 
debts of the concern, and in the State of New Jersey is a tort. 

PUin.ICITY liEOUIHKI) UNDER THE NEW JERSEY LAW. 

Q. You say they are compelled to send out a statement under oath. What do you 
mean by sending it out?—A. They must tile it in the office of the secretary of state, 
and inferentially, although not expressly in the statute, they should obtain a certi¬ 
fied copy of each of these things and keep it in the office, open to the insiieciioii 
of the stockholders. Finally, all of the.se records are, liy the amendment of IH'.i.s, 
made 0 )xm to the inspection of all stockholders of the company at all times during 
hiisiness hours, and the failure to do this on the part of any one of the officers not 
only subjects him to a penalty, but in my judgment, under the recent penal code, 
is a misdemeanor, for wiiich lie can be imprisoned. 

(J. You said in accordance with the statutes of 1890 these agents of corporalimis 
must be trust eoinpanie.s?—A. Yes. 

Q. la it contrary to the law or illegal for individuals to act as agents?— A. There is 
no prohibition against individuals of full age who are residents of the State. Tln i e 
have sprung iij) a lot of companies whose responsibility I will not say was qin s- 
tiomsl, but was not known. There were important functions Ix'ing carried on by cor¬ 
porations whose responsibilily W'lus not known in the State,and therefore that jiower 
was expressly taken away from them and expressly conferred on trust companies; 
tlie provision.s as to trust companies in the State of New Jersey being strict Ix-yond 
the ordinary. 

Q. Did you say this power to act as agents for these corporations is taken away 
from individuals?—A. No; it was taken away from companies other than trust com¬ 
panies. 

THE nOVI.NG CHARTER OF WEST VIRUINIA. 

Q. In what respects do Ihe laws of Delaware and West Virginia differ from Iho.'*'’ 
of New Jersey in this particular?—A. West Virginia grants a charter for a fixeil .''unj 
for any amount with any powers, the only restriction being a linAtation of the lapdai 
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to J5,000,000—what is commonly known as a roving charter. The stockholders may 
meet anywhere on earth. They may have their offices anywhere on earth. They 
may transact any business they choose outside of the State, and there is nothing that 
they are obliged to do in the State. Now, the point of that, and all members of the 
bar will appreciate it, is this; The State which grants that kind of a charter opens the 
door to fraud. It is a recognized principle of law that the State of New York has no 
])Ower in its Courts to comiiel a New Jersey corporation, even at the iiiHtanceof aNew 
York stockholder, to brings its books into New York for e.xaiiiiiiatioii on the part of 
lliat stockholder. The gentleman, who i.s a iiiemlior of the bar from New York wjll 
recognize in the late decision of the Supreme Court on that siibioct that this hxs 
heeii uniformly held. The State of Maryland has not anv {mwer whatever, at the 
ni.stance of a Maryland citizen who is a .stockholder of a New York company to com¬ 
pel the New York company to allow inspection of its books in Maryland. The 
iiionient the State of West Virginia ixirinits its corporations to hold their meetin'’s 
and keep their books anywhere, it at once grants them rights to take their books 
out of the State of West Virginia and keep them out of the .State of West Virginia 
and to put tlieiii into States where no courts have power to compel an inspection of 
them. That is what I call a roving charter. 

rnAltACTERlSTICS OF THE DELAWARE LAW. 

The law of the State of Dolaw'are, which is a cross bet ween that of West Virginia 
and that of New Jersey, does not re(|uire the keeping of stock and transfer book.s in 
the .Ktate but says that duplicates must be ke|)t. It. docs not have the requirement 
which IS fuiidanieiital, namely, that a list shall be kept posteil to date all the time 
with the actual nanie.s, holdings, and addresses of the stockholders. Now, it you 
and insjK'ct the Didaware transfer books we can not find a thing, because, as a rule, 
they just keep a l.ilaiik book without any names. There is no reijiiiremeiit that the 
bo.tks shall be posted to date. If they are tilled up once a year, that is all that is 
required. Meanwhile the stockholders can not get the information that the law 
requires. 

THE niOlITS OF STOCKHOLDERS l.N NEW YORK. 

Q. Til what respect does the law of New York differ from that of New Jersey as 
»c;;!U(1h thin matter of ]‘)ul)lieity to the sttK'kJioMern?—A. Tluire is no statute, but the 
courts in tile Ktate of New York liave iiniforinly granted tlie fiille.st license to the 
Stoekholders m a eoin|)any to examine its bonks, and they liave laudably desired to 
V*' wliieh Would (‘uahle them to eomjH'l tram]) orjranizatioiiH to sliow U|) in 

Ni‘\v York; hut iiuismueh as the eourts tif chancery have only the powers of the 
c'mii Ih of th<i Kin^j’s Ik^ucIi in Kn^jlaiul, tluit jiower was not one named, because in 
lliose da\ s they did not have tramp organizations, and of course (lie court of chancery 
<)l J'ai^land was not ])rovided with a remedv apunst wliat did not exist. 

Tlien tlie courts of New York have i)rot(*cte<l the stoi'klioldei-s of New York 
corporations to the same extent substantially as the New Jersey laws protect New 
•lersey corpomtions?—A. Tliey liave as to (heir own citizens. 

Q. T liat is what I niean.—A. But New Jersey has jjone further, and says that the 
ai lire to keej) that list shall not only subject th(‘ man who fails to kee]> it to a tine, 
•lit shall oust the entire board of directors or the entire list of otticers at the next 
Ixnivd of directors’ election. 


THE LAW REOiniUNO ITUlLICITY NW KN'KOHrEl) IN NEW .IKRSEY. 


'stH any information as to the extent to which the oorporalious of the 

* tateot New Jei^ey comply with this law?—A. Yes; it is my impression that while 
le laws of the ^State of New Jeivcy on the statute hooks are more severe in tlie direc- 
"'ij of publicity than those on the st4atnte books of any other State as to who makes 

’'h the corporation, their enforcement is more hoiiore<l in the breach than the observ¬ 
ance. 


of V basis have you on which to form an oj>inion of that kind?—A. The State 

iNew Jersey puts it in the hands of the attorney-genenil, and the attonuw-general 
bring suits against corporations for failure to tile tlunr annual reports—by 
of t-eports I mean those reports which contain the name of the ofth^e and location 
til street and nnmlaer, the name of the agent, the nanK*s of the officers with 

i ir addresses, the date when they were eli'cted, and tlie time which they are to serve. 
I^reecribes a penalty of $200, and I have seen the statement made in one of 
m..oJersey that, taking 10,000 corporations at random, not as 
‘ y as 2,000 of them have tiled that one {Mihlished statement. 
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Q. Whst reason have yon lor Itelieving that this report in the public press is true? 
Have you any information beyoiuJ that genenil statement?—A. Yes; I see daily a list 
of every corporation organize*! in the State of New Jersey, as well as in some other 
States.^ In order to be sure about this question, I gave an order for public records at 
the office of the secretary of state, which any citizen is entitbid to have, for every 
rojKirt filed tliere during the course of a year; and taking the mmilier of corporations 
and comparing that with the numbt‘r of corresponding rejKirts, I was led to the con¬ 
clusion tliat the gentleman who WTote the article in the newspaper had investigated 
the facts as well as myself. 

Q. Then you form^il this opinion largely from the reports that have been sent you 
from the office of the secretary of state?—A. Yes. 

THE OVERCAPITALIZATIOM OF COUFOUAWONS. 

Q. From your exiierience in the organization of some of the largo corporations 
have you been able to form any judgment on the qui'stion of overcapitalization, as 
to wliether or not they are in many ca-ses capitaliz(Ml for considerably more than the 
rejil value the nroperties put in?—A. If you will l(‘t me answer that question in my 
own way, I will no so by saying that tliere are corporations and cor[>oration.s. Tlau'e 
are very many (‘orporalion.'^, whiidi we will i-all (combines, which are organized on a 
basis that presents no dangerous usoucts to the luiblie; hut there are very many also 
organized with a good deal of capital that, in my judgment, if not intended originally 
for fraudulent purposes, will lK‘(*onie tlie caust* of fraudulent action. 

Q. Will you explain that a little more in <letail?—A. I assume that tliere are cor¬ 
porations that are grossly over(‘apitalized for various n^asons and w'ith various ]>iir- 
jMises. Any corporation that is grossly overcapitalized is presumably organized in 
the first instance for the purpose of getting the stock to the public. Now, in order 
to get such stock to tin? public, tliere must la* either a inisrejm^eiitati«>ii of facts, or, 
wliat in my judgment is just as bad, a concealment of material facts; and in my judg¬ 
ment in many of the so-called combines there is a concealment of material facts. 

Q. I)o you base that opinion on wliat has (Num* uinhn* your own observation?—A. 
Yes; if you do not take that answer to luean tliat I am ot that o[)inion with respect 
to corporations I haveorganized myself. I have declined many orgauizatioiis. Now, 
without calling names at all, a cor))oration was brought to my attention—1 will 
Buy 2 months ago, so as not to bring it too near—concerning wliiidi, after a careful 
examination of the assets, the conclusion was rcaclie<l in our ofi]**e that $500,000 
would be a maximum fair valuation. We declined to organize tliat corporation for 
$8,000,000 an<l float it. I should not want to he brouglit into any unpleasant position 
by having you ask the name; but it is uilvertis*-*! liefori^ the [mhlic to-day at 
$8,000,(XK). Well, 1 do nut know from rcaling the ]H’ospe*-lus tiiat any man couM he 
indicted for making false representations; but 1 do know it la-ks *lreadfally in the 
statement of material facts—facts that the public ought to know. 

Does this overcapitalization and misrepresentation, in your judgment, chi«*Hy 
affi'ct the buyers of stock, or does it affect tli<‘ oonsuniers of gorHls through prices?— 
A. It affects industry in general, and I can not agree witli very many of my c'd- 
leagues, who say that the question of the amount of lapitalization is simply a matter 
of adjustment with the public; because tlie ordinary ciirapany, larg^dy capitalized, 
does not, as a nile, have the same directors as it has as first. It does not, as a rule, 
consist of exactly the same men the second year as tin* first. Now, whoever i.s in 
office a.s a director the first or second year fetds it necessary, in order to keeji his 
standing, and especially with concerns that have a Wall street end, eiiher to makt^ a 
showing of a dividend earned or to declare one that is not earne«l. In other words, 
so far as the race with honest coiiqHditors is concerne<l, the framliihmtly capitalize*! 
company is bound to makti an equal showing of honest (‘arnings; an*l it results eitln'r 
in a robbing of the capital or in a resorting to artificial means to earn tliat divideiuh 
which artificial means commonly consist, in a<l*lition to putting up the price of mal*‘* 
rial, in putting down the price of labor. So, I say, T can not agree with the stab'* 
rnent so frequently ma<h?, tfiat tlie (luestion of capital is merely a matter of 
adjustment. Inflation always, in my judgment, k^ads to a material error and possililc 
wron^^oing. 

Q. What is the provision of tlie laws of New Jersey with reference to the paying 
in of the capital stock?—A. The law of the State of Kew Jersey—and this is strictly 
enforced in New Jersey—is mon* stringent even than that of New York; the New 
Jersey law requires tint capital t<» be pai*l in either in cash or in property at its fair 
valuation; the laws of New York, Dtdavvare, and West Virginia permit stock to bi^ 
issued for that terribly indefinites quantity, namely, services. And there is no one 
thing that the promoter so desires to capitolize as thift; there is no one thing that so 
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troubles the promoter who is not strictly along proper lines as to know how to capi¬ 
talize stock otherwise known as services. The moment you allow services to 1x3 
capitalized, you open the door for the widest possible resulting wrong, because the 
first valuation of a man's services always comes from himself, and his idea of the 
value of his services is largely dependent on how much water he wants to put into 
the stock. 

Q. Js there any provision in the law by which a check can be put upon the esti¬ 
mate of the valuation of the property pul in?—A. Yes, in case of fraud; in case not 
of unintentional error or mistake of hone.st judgment, but of fraud or overvaluation, 
all tlie stockholders are held liable for the payment of tlie differenc^o betw'cjcn what 
the court linds was the real or actual value and the amount for which stock was 
issued. 

IIow would that matter be deteniiined?—A. By the courts, an<l only by the 
I'ourts. 

(J. Who W'ould bring the suit?—A. Any creditor or stockholder. For instance, a 
case is now ]K*nding in the State of Pennsylvania in the sn[»reme court, where the 
(jiu'stion of the New Jersey statute is at ih.su(3. Three pnmioters got together and 
agreed to issuer—I am not mentioning the true amounts—$5,000,000 for a piece of 
projierty. After the additional directors, who were business men, came in, they 
found out that that jiroperty was worth less tlian $150,000. They then turned arouml 
ami al)solulely refused to issu(3 that stock. In onler to test tliat question, the stock 
having been obtained, tlu*y are suing tiie men who <ibtajnc<l it, or the men in ques¬ 
tion, for the «lifferonce between $150,000 and $5,(KK),(XH}. The courts of other Stale.s 
are very free on that, and the courts of Nt*w' Jersey are very strict, t he chancellor 
ami tlu! vice-chancellors having great jiowhth as common sens<^ men to pass on that 
question. New' Jersey is a very dangt^rous State to overcafiitalize in. 

WHY CORPORATIONS OH(iANI/K IN NKW JEKSKY RATHUK THAN" IN OTJIliR STATES. 

Q. (By R(‘pn3S(mtative Livinoston.) Why is it, then, if tlie laws ar<3 such as yon 
say, tliat 00 pei- c(*nt of all the charh'rs taken out by tlie syndicates, <■ombines, ami 
trusts are taken out in the Slate of N(‘wJer.sev? What is there in tin* law of N<‘W 
Jersey that imhices th(3 whole world logo there fora charter?—A. I am afraid you are 
leailing me into a long dis<‘iission, hut I will answer you with great cheerfulness. In 
the tirst place, corporations go to the State of New Jeixey for tlu; rouson ii-ssigned by 
a prominent l)anker in N(3\v York, a gentleman who is one of the best known, or 
o-presenti-d one of the l>(.‘st known large banking houses there. He was aske<l at a 
Ixiard of trade dinner at w'hieli J was present, why he sent his <-or])orations to New' 
Jersey. Said he, “T, as a New York man, smid luv corporations to New Jersey for 
tlie same rea.'^m that 1 dejiosit in the City National hank, the; reason being that the 
Stall* of New’ Jersey has a financial siirjilus in its tri'asnry and, therefore, will not be 
driven to sipieeze my corporations to make up a deficiency. Tin* State of New York 
lias a didicieiicy in its various departments, and its otiicials sit ui> nights to see how' 
tlicy can sipieeze more money out of my corporations.” 

th That is not very complimentary to New York?—.\. That is his opinion; not 
niim*. Now, in the next place, the laws of the State of New Jersey have practically 
not changed since 1846, excepting in the addition of the restrictive provisions of w'hich 
I have sj)oken; and, therefore, a man in going to New Jersey feels that In* is going 
into a State that has had a definite })olicy for many yearn, fn the next place, the 
liriiicipal thing that draws corporations to New Jersey is, in niy judgment, the fact 
that the taxes are fixed. In other words, they ari3 rociuiri'd to pay one-tenth of 1 per 
cent—-a certain amount, no more and no less, wliil(3 in other Sfatt‘s- 

(By Mr. Fakquhar, interrupting.) You iiK.'an a franchise tax?—A. 1 mean the 
oidy lax on corporations in the State. 

Q- (By Representative Livimistun.) Is w’hat?—A. It is one-tenth of 1 jx^r cent on 
th(* <‘Hpitul paid in on incorporation. 

Q- That IS the only tax paM hy any corporation?—A. That is right. Now', tlien, 
thr only oflicial you can deal with in that matter is the State hoard of taxation, and 
:'s that position m New Jersey is considerc'd an honorary omi, you fiud a fint3 cIa.«sof 
iiicn whom you go and see ami who do not come to see you, and the only question 
lhai can possibly he discussed with them as to the amount of your tax is the (pies- 
1ion of what you have? pai<l in. In other wools, in tln3 Statt* <*f Ni*w’ Jersey you ttan 
figure exactly what your tax will 1x3, wdiile in some other States there art3 three or 
four l)oardH with half a dozen individuals, all of whom apj>arently prefer to see 
you at your room or in your office, rather than at their board meeting, as to what 
your taxes should 1x3. J do not think that a gentleman, a prominent meinlier of the 
liar of New York, stated a fact—at least I do not agree with him—when he did say 
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that In many States the practice of corporation law, es^ially the practice re/afing 
to taxes, had simply become a jiracfioe of corruption. There are also other reasons" 
if you want them. ’ 

Q. I want to l)e very candid with you ; I want to understand why it is. I know 
from the amount of money you mention in your statement that it is no wonder your 
taxes are low.—A. Yes. '' 

Q. What you get from corporations and syndicates in the way of charters in New 
JerseyJs astounding to mo and to the world.—A. That is right. 

Q. No wonder you can make a uniform tax of one-tenth of 1 percent.—A. That is 
right. 

Q. But what astonishes me is to know that, with such restrictions as vou tiirow 
around corporations and ayndicate.s, holding them down to honesty, they go there so 
readily.—A. Now, I will give you another region. I have heard tliia thing di.scus.scil 
hy husiness men ; f have sat in a syndicate, in an actiiat meeting of a large corpora¬ 
tion, where $5,000,000 was to be paid in and where a di.scaiasion arose as to whether 
they should go to Delaware, where they would have no lax—Ixicanae certain classes 
of corporations, as telephone comjianies, are totally exempt from taxation tliere—or to 
West Virginia or New Jersey. West Virginia was turned down without much con 
sideration, because they believe, as I believe, that the Supreme Ouirt of the United 
States is eventually going to hold that corporations organized with a roving charter 
and which do not, like a live tree, keep their roots in the soil that created them, are 
simpiv ])artner8hip.s. 

Q. Your laws require them to keep open books in New Jersey?—A. .\h.solutcly. 

Q. What is the penalty?—A. In the first place the penaltv is $200 a day on'tlie 
man who refuses; in the second jilacc the failure to do it renders every offi ;er of the 
company, including directoi-s, ineligible to otlice at the next election. 

Q. Do you know that a great many do not kee]> open books?—A. I do. 

Q. Why do you not jaish them?~A. Do you ask me, as a Now’ York lawyer, why 
I do not push them in the State of New Jersey? 


TIIR PI.AN FOR CAYINO IS CAri'rAI. STOCK IN NEW .lEKSKV. 

Q- (By Mr. Jenks.) A'ou said the taxes are levied upon the amount of capital paid 
in. What provisions are made in the New Jersey law to coiniiel the paying in of 
the nominal capital?—A. The State of New’ Jersey diffei-s from some other Stales, in 
that you first name in your certificate of incorporation the limit to which you mav 
ever issue stock w’ithout an amendment of vour charter. You then name as your 
actual capital the amount with which you will begin busino.ss. In other words, it w ill 
generally read: “The stock which is subscribed to this corporation by the incorpora¬ 
tors for the piirjiose of transacting busine.‘<s is so many dollars, divided as hdlows.’’ 
And then there must follow the name of each subscriber, the amount of his capital 
stock and hi.s reskhmec, whiidi is not recpiired in other jilaces. 

Q. That is, the amount actually paid in maybe as small as the incorporators 
please?—A. No; never tinder $1,(XI0. 

Q. Never under $1,1)00?—A. Now, as soon as that thousand is paid in, the incor|io- 
rators must file a certificate under oath which states the amount that has b'cii paiil 
in, whether it is property or cash; then if ttiey subseiiuently get $20,000—call for 
$20,000—making their capital thereby $21,000 authorizeil, for example, they must file 
another certificate of similar character; and I may add here parenthetically, m answer 
to your question, that the .statute provides that any officer making a false slatemeiit 
relating to corporations, whether verified or not, shall be deemed guilty oi perjury. 

Cp Is there any provision as to the amount that must lx: paid in (luring the iirsi 
year?—A. A company can not transact business until it has paid in $l,f)(X). 

Q. That is the, only re.striction?—A. That ia the only restriction. 

Q. Is there no provision as to the length of time Ixifore paying, or that half or -■'< 
per cent of the sUx:k shall lie paid in?—A. lad me answer you another way. The 
company has no capital stock beyond the amount that is paid in, hut as they go up 
each step of the stairs they have to file a certiticate that they are now, for instance, 
on the third step—that so much has been paid in. 

PCBlaClTV AS PROVIDEO KOU BY THE ENOLISH LAW. 

Q. Can you also state the provisions of the English law rerarding publicity so far 
as it differs from the New York and New Jersey laws?—A. The Now Jersey law is 
largely founded upon the English act, but is about .‘1 years l*hind it in {xiintof prog¬ 
ress. The English law, which in my judgment will have to be passed in all States that, 
desire to staml as proper charter-granting States, is about as follows: All stock issued 



STATE CORPORATION LAWS, ETC.:—DILL. 


1083 


by any company, in whoseever hands it shall be or shall come, shall bo deemed 
to be neld subject to be paid in full in cash, unless before the stock is issued a contract 
shall have been filed in the office of the company, and open to the public, which 
shall show which part of the stock has been issued for cash and which for property, 
and which shall (liscloHe the <ffiara{?ter and value of the property thus tak(m. The 
statute then goes on to provide that anybody may have a copy of that contract on 
payment of a fixed fee. That is publicity. 

Q. in providing that the cliaracter of tl)e property shall be named, does the law 
also require that It shall be located?—A. Now that is just where the English act is 
lame, and they have got an na in to meet that. That English act was so worded 
that they could file a document which did not fully disclose; consequently to-day 
there are two acts pending in England for greater publicity. One is before the House 
of Lords and the other before the House of Oommons. 1 should have brought them 
with me if 1 had supposed the subject would come up; hut I will try to des(*ribe 
tiiein. One bill—that before the House of r.ords—provales, first, that every stato- 
iiient contained in the promotion scheme shall he deeiiKMl to refer to money unless 
otlicrwise stated; set*ond, that every directorand otlicerof the company shall beheld 
liable personally for all statements or prospectuses issued by the company, it being 
l)oriie in mind at this point that under the English law every comnany is compelled 
to issue and file a prospectus. The statute then goes on to say tnat every director 
elt'cled, whether he resigns or not, shall In* lu‘ld liable as a «lirect(»r and officer of the 
4'oiupany until after his resignation has been lile<l in the register’s oflice and the new 
iliivctor sulistituted in liis place. So that there is sonielxKly luil)le all the time for 
cither the making of statements or tlur failure to make them. The bill in the House 
of ('ominous is stunewhat sirnilar, but adds this clause, which I regard jis very impor- 
tanl, although likely to give rise to a greatdeal of litigation: Every director and otli- 
ccr of the company shall be res])onsible not only for statements made, ImtHliulI have 
th(‘same degree of respofisibility if the prospectus fails to.statt* any material fact. 
N'ow, that is tlie advaneetl English legislation, and this country is rapidly following 
I'jiglajal in that <lirection. You will pardon me for not liaving sUited those bills 
moie accurately; but 1 di<l not know I was to be asked in regard to them or T should 
have produced them here. 

(h (by Ih'presentative Livin(;st<)N.) Do you not think that if that law wa.s adopted 
in the United States most of these eompames would go out of existence?—A. No; I 
ilo not; I can not go as far as that with you, because I think there are goo<l eom- 
paiiii's and l>a(l comnanies. 

Q. Of which are t(iereth<‘ most?—A. Well, f think if you and 1 should check down 
th<- list, w<^ should find a good many that would (evaporate. 

tL You would find a good many directoi-s that would?—A. You are right there. 
If you will tie a director on the cowcatcher of tlie engine of every train, you will 
never have a front-end collision. 

THK HKillT OF STOCKIIOLDKHS TO E.XAMJ.S'li THE HOOKS OF NEW .lEHSEY COMPAN'IES. 

Q. (by Mr. (’lakke.) Do the large companies, organized under the New Jersey 
law, witfi which you lum^ IxN-n profi'ssiojudly eomurled, keep a set of books in New 
York also?—A. Yes; almost all f)f them <lo. 

(i. -As a matter of practice, wliieh books are mostconsulted by the stockholders, 
those' in New York or those in New Jersey?—A. Tliose in New .Jei’sey are consulteil 
by tli(^ stockholders. 

(by Mr, (?. .1. Hakhts.) The stockholder could not consult (he books in New 
A’ork except as a matter of courtesy, could lu^?—A. As a matter of law he could not, 
and as a matter of courtesy it would vi'ry much interrupt transfers of property for 
everybody to come to see them at the New York otlicr*; tlu'rc'fore in New Jersey they 
have (‘ither wired or mailed to them (‘very day every transfi'r, and iji the large eom- 
j>anies that I have hud to do with those transfers are absolutely balanced every day 
at J o’clock. 

Q. (by Mr. Oimrke.) A.sa matter of practice, is tlnu’e a constant or even a frecpient 
examination of stock ledgers and transfer books by stockholders in these corpom- 
1II'MS?—A. Do you speak of the companies that 1 rt*pr('sent? 

Yea.—A. A’^es; there is. You would In'! surprised at that. Just before a divi¬ 
dend was declared by one of these eompanms there were 77 inquiries in 3 hours in 
o'Ui ttfti'rnoon, and the day does not go by that we do not get re<|uesta—telegramaand 
letti'rs—as to what this man holds or that man holds. The oidy question we ask is 
wluqher you are a stockholder. If you an*, you are entitlf'd to it. 

Q. In case of the neglect of the stockholder to comply with tlu* law of New Jersey, 
and of the neglect of the New Jersey otlit'ial to enforce the law, is there anything to pre¬ 
vent a stockholder residing in another State from obtaining a remedy or relief in the 



1084 HEARINGS BEFORE THE INDUSTRIAL COMMISSION. 


conrfa of the United States?—A. Tlie question as to whether a United States court 
which is situated in another plac* than where the principal office of the company is 
located has jurisdiction, has never yet been determined. I should say that the rules 
of the United States courts as to jurisdiction of defendants would govern that; but 
the United States court of the district embracing New Jci-sey would have jurisdiction 
at the instigation of any stockholder. And there is a provision in the law of the 
State of New Jersey that the chancellor may, on appliiat^pn by any stockholder and 
without any notice to the other side, compel the books to Ix^ brought to a designateil 
place and kept there; and the failure to obey that order for 10 days vitiates the charter. 

CLASSES OF STOCK OF NEW .lERSEV COMI'ANIES. 

Q. Have you been oi*are you familiar with the capitalization of the .several com¬ 
panies organized under the laws of New Jersey with which you have been profession¬ 
ally connecteil?—A. Yes. 

Q. Most of those companies have two clas.ses of stock, I .suppose?—A. Yes. 

Q. Preferred and common?—A. Yes. 

Q. In your opinion, does the common stock represent cash or property actual I y 
paid in?—A. That varies greatly. I could tell you of an instance where the preferreil 
stock consisted simjily of the working capital conirilmted by outside parties and 
where the common stock represimted the idants put in, without any element of goisl 
will. I have always eonsidered that the sifest method of ea|)italizati(jn. 

Q. Is good will, or the opportunity to do bnsine.ss, {•onaidered an (dement of capi¬ 
talization in these companies?—A. I regard it iii a majority of instam'es as worih 
more than the bare plant. I know of a house in New York of national reputation 
which failed 3 years ago. Its assets have all been di.s|)o.sed of excepting its good 
will. For that good will $1,000,000 in cash was offered within the last month, 
although it was a defunct organization. 

RIGHT OF STOCK HOLDERS TO SEE ROOKS RESCMEII. 

Q. (By Representative Living.ston.) Do you remendier the Ramapo case, where 
Mr. Hearst asked to see the Iwoks, and was, I think, refused, upon wdiich he lionght 
stock, but is still, I see from a newspaper statement, refused permission to .see them'.’ 
Is that the condition in New York? Do yon have to take out a mandamus in order In 
see the liooks? IVas that statement in the papers a fair repnisentation of the condi¬ 
tion of affairs'?— A. I have n,ot seen it; hut almost any corporation that does not want 
to let von see their laioks will send you to the courts for the jirivilege. 

Q. Is the Ilearst case an example of the practical working of your New York 
law?—A. Well, without taking the newspaper account of it, I think that if a corjiora- 
tion doe.s not want you to see its Ixjoks, you will have to go through ipiite as much liti¬ 
gation in New Yoric. There is no such thing in New York as the simple one-man 
power that exists in New Jersey to compel it. If that ease had occurred in New 
Jersey they wotild simply have gone and got an order from the (diancellor, wdiich 
would not be appealable, and wdiich would have designated a place w here within 21 
hours those Imoks would have Ixien brought and opened wide. The failure to do it 
would be followed by an absolute annulment of the (diarter. The only question in 
such a ca.se would be, are you a stockholder? There is no such law in New York. 

Q. (By Mr. Jenks.) Suppo.«e the ease of a nutmlK-r of a eompetitive company who 
buys a few shares of stock for the purpose of getting information. Is not that person, 
under the laws of both New Jersey and New York, entitled to that information?—A. 
There, you see, the burden shifts from the individual on to (he corporation. If a 
man should purchase a few shares of stock wdth an intent w hich 1 feft confident I 
could show to the court was bail, I would go into court and get an injunction against 
him before he could get at me with a demand. Then the burden is on me, repre¬ 
senting the corporation, to show that he is bad. Because in New .Tersey, in thi.s case, 
presumptively every man is guilty until he has lieen declared innocent, and the bur¬ 
den is on the man to show that he is innocent, as he is presumed to be guilty. It is 
otherwise in most of the States. 

Q. You say that under the laws of New Jei-sey the chancellor can at any time 
order the Imoks of any corjioration to be brought into the State and exhibited to the 
stockholders?—A. Yes. 

Q. Is not that in itself a sufficient protection for most of the stockholder!? where 
the real business of the corporation is carriixl on, we will say, in New York City, and 
where the books themselves are kept in New York City?—A. You and I will not 
confuse the meaning of the word “books.” nrst, there is the stock book and the 
transfer b<x>k and the list of stockholders that must never go out of the State. Now, 



STATE COBFOKATION LAWS, ETC.:—DILL. 


1085 


if for any reason a stockholder desires to see the books of account, he goes direct to 
the chancellor, who sits in a very informal way, and gets an order. So we will not 
(xuifuse the word “books.” I understand you to mean documente, vouchers, and 
papers which do not relate to so much of the publicity of the comijany as rcsiiccts 
stockholders. 

Q. Suppose we ask the same question, however, with reference to the stock and 
transfer books. Would it not be a sufficient protection for the stockholders if the 
books could, in that way, be brought into the State?—A. No. 

Q. Why? Is it not for the information and tenefit of the stockholders that the 
liooka arc ke|)t there continually?—A. That is thedifference between New York and 
N(0V .fersey. But I maintain that those books should be like water at the bottom of 
the pump. If your pump is there, you do not want to get a mandamus before you 
can get the water. Now, a stockholder who has got two shares of stock ought not to 
be (ximix'lled to hire a lawyer and get out a mandamus in order to know wdio his 
a.ssociates are. The boot should lie on the other fellow. They do not genendiy wish 
to iiay that. In case of failure the corporation should pay laW a day, and not compel 
the stockholder to pay fi2(X) a day to get a lawyer. 

THE TREATMENT OF FOREIGN COKPORATIONH DOING BUSINESS IN NEW JERSEY. 

Q. (By Mr. FARQuriAE.) I should like to read you section 101 of the general cor¬ 
poration act of New Jersey, and ask your opinion about it.—A. Ain I to be silenced 
with niy own book? 

(Reading.) “When, by the laws of any other Stjite or nation, any other or 
gri'ater faxes, Jine.'^, penalties, licenses, fees or other obligations or recjuireinents are 
imposed upon corporations of this State, doing businesvs iii such other State or nation, 
or upon their agents therein, than the laws ol this Shite impose u[>on their corpora¬ 
tions or agents doing business in this State, so long as such laws continue in forcii 
in such foreign State or nation, the same faxes, fines, penalties, licenses, fees, obliga¬ 
tions, and rccjuirements of whatever kind shall be imixised upon all corporations of 
siirli other State or nation doing business within this State and uixm their agents 
here; provided, that nothing herein shall beheld to repi'al any duty, condition or 
re<iuir(‘ment now imposed by law upon such corporations of other StaU*s or nations 
transaeliiig business in the State.” Now, the (piestion is, by what process can you 
make that retaliatory upon tlu‘ State of Wisconsin, Minnesota, Illinois, Missouri, or 
(Hiio?—A. In niy judgment, that is a provision that ought to be p;issed by every 
State in tln^ Union. It answers the question so often Uvsked, why should New Jersey 
grant ehartei-s to <lo business in the State of Illinois, where it is forbidden to a 
d'uiieslic corporation to <lo it. Now, the States of New York and New Jersey, and 
many others, have passed that provision, which means just this: So far as fees and 
tile DGWers to do business are concerned, every foreign corporation must be subject 
to all tlu‘ restrictions to which domestic corporations are. In other words, they 
stand on just the same footing; and, in my judgmemt, if that law was passed in every 
Stall*, we should hear an end to the discussion as to whether Delaware corix>rations 
ought, to go to New York and New York (‘orporatioiw h> Delaware, or elsewhen*, 
Imtuusi* then they would all be placed upon an i'qiuility, it being, as I understand 
llie law, that a New Jersey conuMiny may have all its powers, under the law of 
eomily, in Illinois in the absence of a statute bringing a foreign corporation down to 
the same level as a domestic. But the moment that statute is j>a.s8ed in a State the 
law of comity disapjM'arH. We passed that law in New Jersey, if you desire to know 
the reason for it, liecause the laws of New Jersey are very strict as to building and 
loan associations and other cx>rporations which attempt to gather in the money of 
th«* poorer classes. We found that foreign building and loan associations were com- 
uig into New Jersey, over which the commissioner of banking and insurance lial no 
|»'>\ver, and were gathering money from our farmers, wage earners, mil! help, and 
oilier ])i*ople of <‘qual means, and were not subject to anv other supervision. TIutc- 
•or ‘ we passed that act to drive out and keej) out of our liordens linancial institutions 
< "neerning whiiJi we knew nothing, of which we could lind out nothing, and which 
wc con.sidered fraudulent. 

ti- Have there been any suits under this retaliation act?—A. Yes. You notice 
that the hist clause of the act takes it out of the retaliation class, because it excepts 
all obligations. There has lH;en an injunction granted by the court of chancery of 
l>ew Jersey against one of the national building and loan associations coming in, 
all hough I may say, and it is fair to the chancellor to add, that it was shown not only 
that they were a foreign corporation, but that they were not in a solvent condition. 
>V 0 thought it wise to show both facts and not rely upon the bare statute. We found 
that a great many Italian bankers, driven out by tne laws of New York, had come 
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over to Jersey City and put up the name “banker.” When we drove them out 
under our banking laws, they went to New York and founded a cowration, using 
the word “trust.” Now under the laws of New York you ean form the Washington 
Trust Company, although under the act it may be without any trust feature at all. 
In New Jersey you can not use the word “'.rust” unless you are under the banking 
act, have paid in your 11,000, and received the approval of the banking commissioner. 
Now, those Italians would go to New York and or^nizo a New Jersey Trust Com¬ 
pany, then turn around and open a little place right near the ferry, and get their 
fellow-countrymen as they came off the steamers and fleece them. Under that act 
just as soon as an Italian attempted to do business as a trust company in the State of 
New .Jersey we locked him up, and they all went back across the river again. That 
was another intention of that act. I am free to say that I Iteliove it the laws of New 
Jersey are carried out they are as restrictive as any otliers in the Union, althougli 
there might be some additions made to them. 

THE LIABILITY OF HOLDEKS OF STOCK. 

Q. (By Rccpresentative L1VING.STON.) If I buy stock at .50 per cent, ean you assess 
me under the laws of New .Jersey for 100 per cent?—A. Of the company? 

Q. Yes.—A. If you actually bought c)f the company and paid the money into thcc 
company to the extent of 50 cents on the dollar you can only be called upon to pay 
tip the other 50. There is no double liability, as there is m Kentucky, Ohio, and 
some otlier State.s. 


THE TAXATION OF ,NEIV JKKSEY CORI'ORATIONS. 

Q. (By Mr. Farquiiar.) Part of section 203, after providing for an annual licen.se 
fee and franchise tax, says (reatling); “That all other corpoiations incorporated 
under the laws of this State, and not hereinbefore providisl for, shall make amiiml 
return to the State board of assessors of such information as may be reciuired Iw- 
said lioard to carry out the provisions of this act, and shall pay an annual licen.se fee 
or franchise tax of one-tenth of 1 per centum on all amounts of capital stock issiie.l 
and outstanding up to and including the sum of $,3,000,(X)0; on all sums of capilid 
stock itwiied anil outstanding in excess of $3,000,000 and not exceeding i5,000,0(K) an 
annual license fee or franchise tax of one-twentieth of 1 per centum, and the further 
sum of $.50 Iter annum per $1,000,000, or any part thereof, on all amounts of capital 
stock issued and outstanding in excess of $5,000,000.” Now, can you give any |)ar- 
ticular reason why such a .Sliding scale as that was adopted, giving the great moneyed 
interests an advantage over those with less capital?—A. I will answer that by saying 
that when that statute was pas.sed we built the hou.se for the boy and that the man 
has afterwards grown up. In other words. New .Jersey is confronted by a new con¬ 
dition. Wlien that statute was passed we never dreamed of $50,000,000 corporations. 
I can remember the time wdien I took in a $1,000,000 corporation and was proud; 
to-day I sneak in at the liack door because it is so small. The legislature has not 
had time to meet and pass on this question; it i.s new. We have not changecl the 
laws; w(! have not hail time. It simply created a furor in the secretary of state’s 
office when we filed the charter of the Federal Steel Company for $200,000,0(X). 
That act was pas.sed when corporations were at their normal size. That day has 
passed. Now, what the legislature of New .Jersey will do with the new situation I 
do not know. It is a boy’s clothes that the man is now wearing. 

Q. I want to know whether you think tliat is an adequate and proper discrimina¬ 
tion in any franchise tax? Why should a great corporation with $.SO,0(X),000 or 
$40,000,000 lie taxed less heavily than one with $2,00(),000 or ^3,0(®,000?—A. My 
experience has always been that if you buy a man’s suit you have got to pay more 
for it than for lioy’s clothes; and I do not see why the same reasoning does not apply 
to the State. 

Q. (By Representative IjIvingston.) To put it for the sake of illustration, it is 
cheaper at wholesale than retail. 

Q. (By Mr. Faruuhar.) That was the que.stion I was going to ask. Whyputthc 
relationsnip of wholesaler and retailer on your public franchise that controls such 
large amounts of money of that kind? These large amounts of money always go 
into the stock markets; we can not escajie it. There are only one or two great 
corporations that can hold their own and that do not care whether they go into the 
stock market or not, like the Chemical Bank in New York and others we know. 
We know that this money is held within 10 or 12 families in this nation—the con¬ 
sumable capital. I do not know whether there is any prospect of an amendment 
of this. I want to know whether New Jersey discriminated in favor of great capi- 
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tal.—A. She discriminated before she knew great capital to exist; a now condition of 
affairs is confronting her. 

Q. Still, this very premium that is placed on it is an invitation for great companies 
to come into New Jersey?—A. No. The Federal Steel Company paid the State of 
New Jersey $40,000 for the jjrivilege of coming in and pays about $17,000 a year tax, 
when it could have gone to Delaware with reduced capital for $50. It is an induce¬ 
ment, yes; but that it is a controlling inducement I do not know. 

(J. At the same time you must tafc into account that Delaware chartered stock 
would not sell equally well with New Jersey stock; consequently where you would 
gain in the beginning you might lose in the end.—A. I fully agree with you, and am 
glad to hear so frank an opinion. 

Tins POWER or TUE KEDERAL OOVKRNMKST to KEOm.ATK CORITIRATIONK. 

Q. (By Mr. Clarke. ) I should like to ask if you have considered the subject of a Fed¬ 
eral corporation law.—A. Yes; 1 think tliore are only twoalternativesforthiscountry. 
1 think that your eonunission is confronted to-day with the same situation that existed 
in early times when the question of hanks arose, even so far hack a.s the time of Alex¬ 
ander Ihimilton. The question, a.s has been said here to-day, of corporations has, in 
my judgment, gone so far as to come under that clause of the Constitution of the 
United States which refers to jmblic welfare. The subject to-day has got beyond 
being a State ipiestion; it is a national question; and you have got to get down to one 
of two things. You have got to come down to a statute in each State that will place 
a foi'i'ign corporation on tlie same level as a dome.stic, or else go higher up and grant 
a Federal charter to those corporations which are truly and in the widest sense 
Federal comjianies. I notice tlu! timdency to-day of corporations to organize under 
such names as the Federal Steid Company, the Feileral Telephone Company, and 
the tuiited .States and thr; Anrerican. It they are truly what their names de.signate, 
they shoulil be tinder the laws of the United States, and I tielicve tliat Congress baa 
the power nnder the Constitution to pass a law cnating national corporations. 

(By Hepresentative Livi.No.SToN.) And regulating the manner and methods of 
doing business in theStates?—A. A'es; if I understand yourquestion. And I believe 
further that if you will jrass such a law w i.sely, lirst, with sateguards in every direc- 
liorr; secoiril, with liberality oir imirnportant matter’s, giving each corporation as to 
its iritiu rial management that does not affect the public a right to do as it sees fit, 
\'orr will find the larger corjrorations will he sr’ckiirg the advarrtages of the national 
riel, just as to-day the State banks and nationid barrks are distinguished by their 
size rrrrd importance. That is the orrly remedy for the exi.sting condition. 

Q. A’ou tliink that, under the Corrstitritioir of the Uniteil States, considering the 
1 rower reserved to the States, that can be done? A’orr have looked into it?—A. I have 
looked into it. I shoulil I’onsider the as,sumption of any such [Kiwer by Congress as 
drrrigeroirs fr’orn the jioint of view of those wiio are opposed to greater centralization 
arrd less State, power. A.s to whether or not an amendment of the Con.stitution 
wcinlil be required in order to ])a.ss certain national corporation acts, I believe that 
facts can be shown siiflieient to bring the subject under the public welfare clamse, 
which, as wiut said in the Marshall ca.se, would leave it entirely to Congress to 
decide whether or not it was a proper measure, and Congress having in its judgment 
decided that it was, the United Btates Supreme Court would be bound to sustain it, 
because they are the sole judges of the law and the fact in that respect. 

Q. (By Senator JIaluirv.) Ido not like to engage in a constitutional argument, 
hut I should like to ask a question on the subject of the general welfare clause. 
There are two parts of the Constitution in which the words “general welfare” are 
used. One is in the preamble, and the other is the taxing clause where Congress is 
imlhorized to impose taxes for certain purposes, winding U|i, “for the general welfare.” 
A'mv, as I understand it, you contend that the expres.sion “gener.d welfare” in that 
pMi’f of the Constitution—for that is the only one to which it is applicable—would 
give Congress jjower to do anything which, in its judgment, is for the f^eneral wel- 
lai'e?—A. Pernut me to retire liehind the plea that I had no expectation, when I 
cimie here, of delivering an ojunion on that subject; hut I was really candidly giving 
my individual conviction. In the Firat National Bunk case the Uniteu States 
Supreme (iourt decided, asl understand it, that, under the general welfare act, because 
• he question of finances had iK’come of universal iiderest, Congriiss had power to pass 
a corporation act. The decision then w’cnt on to hold that, inasmuch as it w’as found 
by Congress that the question of banking was a national question and a matter of 
public welfare, the court—having found affirmatively in the first place that Congress 
could create certain <'orporations—would not interfere with the judgment that Con¬ 
gress had passed on the subject. 
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Q. Was it not rather on the ground that tho national banks as authorised were 
instrumentalities of government?—A. You are right, and that brings us right down 
to the i»int of disouRsion. 

Q. Trie national banks were authorized on the ground that they were instrumen¬ 
talities of government, and the incorporation of the Pacific Railroad, which is the 
only other instance, I lajlieve, is on the same ground. They were at the time 
regarded as necessary instmmentalities of government; but when it comes to the pure 
ground of general welfare, it seems to me that this is a nOvv doctrine that I am listen¬ 
ing to now.—A. It was so held in the Pa<'iflc Railroad and bank cases, that are in 
my possession to-day; and it is my opinion that trusts and industrial corporations ao! 
just as much a matter of public welfare as was tho incorporation of the Pacific Ihiil- 
road. 

Q. The fjuestion is not so much whether they are a^.matter of public welfare as 
whether they are instrumentalities of government.—A. I am only a<lvancing a 
private opinion. I am not a very deep student of the subject. 

Q. (By Mr. F.VKipmAR.) The Maritime Canal Company got a charter from tile 
State of Vermont wliicli it was claimed was not wide enough in its provisions. One 
of its purpose.", as you know, was to buihl the Nicaragua CVinal. They then came to 
Congress and asked for and got a cliarter. Was not that charter granted because 
Congress felt that the company was simply a representative of this country in laiilil- 
ing a canal in a foreign land through concessions under treaty of a foreign and 
friendly power?—A. Yes. 

Q. And that is as far as Congress has ever gone in respect to charters?—A. 1 think 
that is right. But I think Congress has the power to say to-day “This (jueslion lias 
liecome a national (]ucstinn.” If Congress assumes to state asa fact tliat tliey aretlii' 
judges of tlie propriety of legislation, and pronounce it proper legislation, I do not 
think tlie United States Supreme Court can get away from the Marshall decision 
or the Alexander Hamilton opinion. 

Q. In other words, you think the commercial and economic forces rule. Taken 
propo.sition like that of the iinconstitutionality of a river and harbor liill. 'I'licy arc 
now perfectly constitutional and normal?—A. Yes; that i.s right. 

Q. And yet, accordiiigfo tlie solemn vetoes of Presidents and the autliorily of aftor- 
neys-general they were always unconstitutional?—A. Tliat is rigid. Congress is 
just as much confronted with the new situation to-day as tlie State of New.Icrscy, 
and if it liecomes too big for the State of New Jersey, tliere is only one power to take 
it up, and that is Congress. 

THE TRANSFER OK STOCK IN NEW .lEIlSKY CORPORATIONS (RESUMED). 

Q. (By Mr. Kennedy.) I believe a gentleman connected with one of these corpo¬ 
rations to.stilied yesterday that they kept transfer books in Chicago, New York, and 
East Orange, N. J.?—A. Yes. 

Q. And, under the law of New Jersey, the transferring slioiild be done in New 
Jersey. 1 should like to ask you if that is pist a formal matter, while the real tnins- 
ferrin'g is done cither in New York nr Chicago?—A. 1 noticed that tlie gcntli’inaa 
<lid not make himself clear. There is no law in tlie State of New Jersey that coni- 
pls a corporation to do all the transferring in the Stale. It eoiiniels tlieni to have a 
known place in the State where you and I can take our single shares and get Ihcin 
transferred. They have a jierfect right to transfer all the re.st of their stock in a 
half dozen other places if they want to, but every day they have got so to report 
their tran.sfers that you and I can go there with our single shares ami ascertain wlio 
all the rest are and where they are. 

Q. (By Mr. Farqchar.) No matter where they are transferred?—A. They knve 
got to be posted that day in New Jersey. The reason is that very many large corpo¬ 
rations diwire to have the public own the stock but do not want them to have nay 
voice in the inanageinent. Therefore, if you and I own only 10 shares apiece in 
some company, and we do not know who the stockholders are, but the oHiccrsilo, 
they can go ai'nl get votes and jiroxie-s enough to get themselves reelected; whereas, 
if the others are known, if we can go to the stockholders of the organization, we can 
win, or at least hold down an election. That i.s tlie objection to it. That is tlic way 
it is in the Delaware and West Virginia laws; men can perpetuate themselves m 
ofiBce. That is where you and I can not do anything about it; wo are gone. 

recent action ok corporations explained. 

Q. Do you know that many of the.se large eorporations have not even attempted 
to comply with that law, but that, owinj; to a recent opinion of a New York judgty 
McAdam, I believe, they have taken their transfer books across the river to Jersey 
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City and other places?—A. In tho first place, the decision of Judge McAdain was 10 
years ago, in Cruse r. Dusenberry, 1 City Court. 

^ Q. It has been quoted recently.—A. In the next place, I am going to assume that 
a great many corporations liave not complied with the law. Inasmuch as that decision 
of .Judge McAdam held that all the offleens would hcJiable as partners, and inasmuch 
as it was an announced facd that this I ndustrial Com mission was going to examine into 
that condition and that it might make them liable as psirtners, they were naturally 
iniluced to use transportation a little. I do not carry any freight and I have not sat 
on any l)OX, yet I do not know but what if I was in that comlition I should shij) 
everything into the 8tate as soon as I could, an<l come here and frankly state to the 
commission, "We put it theie day before yesterday.” With the investigation you 
have made, I should not attempt to say w(^ have been there all the time. 

1 shoulil like to say one thing more for New Jersey, and that is that it praserves 
the integrity of tlie laborim’ lien beyond any State in the Union. Kvery dollar due 
for lairor must first lx; paid over and above everything else. And they draw a line 
in New Jersey that they do not in New York; they do not include oHlcers of the 
<'om|)any in the class of labor liens. They protect labor liens ahead of mortgages, 
and things of that sort. 

(J. J)o those books [indicating books on tho table] t)elong in New .Jersey?—A. 
They are a part of the books. Tliey belong to somebody else, to show you how the 
thing may he done correctly in four or five cities and yet be done every day. 

(Testimony closed.) 


WAsniNOTON, D. 0 ., Oiioher IS, 1SS9. 

TESTIMONY OF HOWARD K. WOOD, 

Axuistmit Scrretiini of the Corjioration Tnist Vompmnj of Neir Ji'm ij. 

The comndssion met on Wedne.sday, October 18,1899, Mr. Clarke presiding. Mr. 
Howard K. Wood appeared at 2.10 p. m., and, being duly sworn, testified as follows: 


THE COnCORATJON TRUST COMPANY OF NEW JERSEY. 

(). (By Mr. Jenks.) Will you give us your full name?—A. Howard K. Wood, 
th Y.'ur resi<lence?—A. No. fiO (iraml street, J(‘rsey City. 

(J. Your busincsis?—A. Assistant secretary of the C'oriioration Trust (V)mi)any of 
New Jersey. 

(). Does'this Cori>oration Tnist Company act as the agent of corporations?—A. It 
lines. 

ty Can you furnish us with a list of thecorporation.sthi.s tnist comjiany represent.s?— 
A. We can, if necessary, 
tj. Ahm have a list with you?—A. I have a list. 

(1- Will you kindly furmsh us with a copy in a ilay or two or leave one with us?— 
A, 1 will send you one.* 

ITS KELATION TO THE CORPORATIONS IT IIEPRE.SEN'IS. 


i). Do you receive from these companies ymu represent any written authority to 
ri'present them?—A. We do; in eacli instance we nquire it. 

1). Ill what form isthatauthorization given ordinarily?—A. It is usually a printed 
form, which follows the statute pretty closely, showing the requirements of the law 
and directing us to comply with them for the comiiany. 

D. IVrliaiiH you woukl be kind enough to read the form of authorization?—A. 
(Heading:) 

"Ordered, (1) That, in compliance with the larva of tho State of New Jersey, this 
|■"rn(l|■alioll have and continuously maintain a principal office tuid place of business 
within the .State of New Jersey, have an agent at all times in charge thereof, and 
upon which agent process against this coqioration may lie served, and in said office 
kee|> the stock and transfer books for the inspection of all who are authorized to see 
the same and for the transfer of stock. That the books in which the transfers of stock 
shall be registered and the books containing the names of the shareholders shall be 


1 Sent, and on file. 
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at all times, during the usual hours of husiiieas, open to the examination of every 
stockholder at said princij)al office. 

“That the name of this corporation he at all time.s conspicuously displayed at the 
entrance of its priiunpal office in this State. 

“And be it further ordered, until this resolution be duly rescinded, 

“(2) That such office and place of business t)e in and at the Corporation Trust 
Company building, 60 Grand street, Jo'sey City, N. J., and that this company be 
registered with the said trust compa.iy. 

“(3) Tliatthe Corporation Trust Company of New .lersey be, and hereby is, 
appointed the agent of this corporation for all of the aforesaid purposes, and theagisit 
of this company uimn whom legal process against this corporation may be served 
within the State of New Jersey, and also the transfer agent of the stock of this com¬ 
pany.” 

We require that in each instance. 

NUMBER AND CAl'lTAI.IZATION OF CO.MCANIES REPRESENTED. 

Q. Can you file with us copies showing just the authorization you have read 
there?—A. I have between 6tX) and 700 of these authorizations, one from each of the 
companies we rej)resent. 

Q. You require that form from all the companies you represent?—A. Yes. 

Q. About how many companies do you represent?—A. Between 600 and 700attlu! 
present time. 

Q. Can you tell us alxuit how much capitalization that r(!prea(mt8?—A. I should say 
between one and two billion. It is something over a t)illion, but I can not give the 
exact figures; I know it is over a billion, but we have not figured it recently. 

THE WORK PERKOR.MEII UV THE TRUST COMPANY. 

Q. Have you displayed, in accordance with the terms of the law, iKdon; your 
office, in a conspicuous place, signs of each one of thes(! companie.s that you re|irc- 
sent?—A. A'es; on the outside of the building, where tliey can be read easily by 
anyone. 

Q. Do you keep in your office the stock and transfer books of iwery one of thi'.-^c 
companies?— A. Yes. 

Q. Y’ou yourself are pensonally autliorized to niaki! tlie transfer of stock of these 
companies?—A. Yes. 

TR-ANSKERS OP STOCK MAY BE MADE IN lyrilER STATKS, 

Q. May I ask wliether any of these companies have transfer offices in otliiT 
States?—A. A fiuv of them have. 

Q. Where?—A. New York City iirinci))ally: quite a nundx’r in Boston, and some 
in Chicago. 

Q. Wliere there are transfer offices in other States what record do yon keep in 
your office?—A. We kei'p the transfer IkioUh in our office and tlie stock register as 
retfuired liv law. 1 can show you that now. 

Q. (I5y Sir. Farqi'iiar.) Have they any authority under their cliartere to have 
these stock books elsewliere than in New Jersey?—.\. They do not keep tlie stock 
bwjka outside of the State; tliey merely make the transfer. i 

Q. They have authority under their cfiarters to make transfers m offices oiifside of 
the State of New Jersey?—A. The statute does not say they sfiall fiave only one 
office. The transfers must be kept in New Jersey and are sent thei'e every night. 

Q. Why do tliey have transfer offices in other State.s?—A. For the convenience of 
stockholders. 

Q. (By Mr. Jenks.) You have in your office a list that is corrected up to date. 

A. Yes. 

NATURE OK THE INKORMATION SOIJOIIT BY STIX'KHOLDERS. 

Q. (By Representative Livinuston.) You always exhiliit that list on tlie demand 
of any stockholder?—A. I do not know that that list is asked for. We can show tlnu 
to the stockholders. , 

Q. (By Mr. Jenks.) If any stixikholder asks to see the list, with the holiniif,.s 
each, you show itto him?—A. Yes. 

Q. Are requests of that kind freijuently made bystockholders?— A. Request. . - 
not frequency made to see the list; they ask indre often about individual stoi 
holdings. 
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Q. They give you the name of a stockholder and a.sk as to hi.s holdings?—A Or a 
number oi stockholders, but not simply to see the lust in general. 

Q. When such a question is asked, you show the list?—A. If we are satisfied h(> Is 
a stockholder. 

Q. (By Mr. Fabquuak.) Do not the questions generally asked relate to the iKMiding 
negotiations with respect to transfers?—A. lairgely, yes. 

Q. (By Mr. Jenks.) Do you furnish information of that kind to stockholders who 
send in their requests by mail or telegram ?—A. We do not do that unless we hannen 
to know the signature of the stockholder. 

ti. Yon want to be perfectly sure it is a stockholder?—A. We want to be perfectlv 

sure. If we are familiar with the signature and he writes ns on his letter head we 
will ^ive it. ’ 

(J. Or if you j^et a telegram from the riffice where lu*. Ih you will answer the tele- 
gmm? You want merely to he 8iiti8lie<l as to the geiuiinenesH of the request?—/V. Yes. 

HOUnCE OF INQUIKIFaS ABOUT RI’OCKHOr.OKHS. 

tj. (By Hepresentative Livi.noston.) Do iinjuiries of tliat class frcquentiv come 
from Wall street gentlemen?—A. Not so friviuently; more often from out-of-town 
stockholders who want to know something of the stockholders. We do not get them 
very frequently from Wall stnmt. 

(j. You get numbers of them from Wall street?—A. They come from all over the 
l oiintry. We have so many 8tockhol<ler.s in various companies, they come from all 
over the country. 

THE WORK or THE TUC.ST COMI'ANY EXPUAINEI). 

ty (By Mr. .Tenks.) A on speak of the stock and transfer books; do you include in 
that the stor'k-certiticate book?—A. That is a different Ixiok and docs not have tube 
kept in Now Jorsoy. 

(h Yon do not keej) that in your oHice regularly?—A. No. 

(.h 1)0 you know whether the stock-eertifieate hook given the name and address 
(if your (tompany aw transfer agent?—A. HometimeH it does and sometimeH it does 
not; nsnally it does. 

ty If you will he kind enough to explain wind, yonr method i.s?—A. (.showing 
liook.) Tills applies to one of the largest companies, which lias a transfer office out¬ 
side of tile fstate. Tliis is the transfer sheet on whicli tlie transfer is actually made 
hythe attorney of the peraon making the tran.sfer, and is sent to our office every 
night mid tiled there, and from tliis sheet is written up the rtock ledger. This ledger 
IS really an alplialietieal list of tlie stockholders, showing the date of the transfer, the 
miniher of shares of .stock, the name of the stockholder, from whom transferred, and 
to wliornh When the transfer is made it shows the whole. 

ty That is kejitauil balanced np every day?—A. Yes. 

ly For each company yon represent?—A. Yes. Very frei|nentlv we have to work 
nights to keep the.se books np. 

TIIU TKAXHII-EK OS STOCK I.OANKI) OR DEPOSITED AS COLLATERAL. 


Q. (By Representative T.ivincston.) Do you ever loan the.se stocks for the time 
henig to hankers, jobbers, and brokers?—A. Loan the stock? We do net keep the 
.stock; as a rule, the stock is returned to the registrar. 

Q. I will ask you if it is not done?—A. You mean the .stock or the transfer sheet? 

Q. 1 mean the certificate of stock. Suppo.se a iiian oversells his Feileral Steel and 
wants to borrow, can he?—A. AVe have nothing to do with that. 
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Q. It is not lawful under your charter to do it?—A. I do not know abn 
The stock simply comes to us to be transferred and we send it to the registmr 
Q. WM armgemeiits have von made for borrowing or loaning t£e Btock?~A 
Abaolately none. If done, it is done outside by the owner of the stock. 

Q. (By Mr. Jknks.) You are the registration agent?—A. VVe are the registration 
agent. 

Q. You keep a record of every transfer that is made—a list of sales?—A. Yea. 

Q. (By Repreiaentative Livinc.ston.) Then if I, as a stockholder, should loan my 
stock and not recover it, how is that transfer carried on the books? Su])pose 1 bor¬ 
row money from the Fourth National and deposit my stock as collateral; eupi:H)se 1 
am never able to recover it, how would that stock be transferred?—A. So far as we 
are concerned, the stock would l)e hat; there would Im a recor<l showing you to be 
entitled, sav, to 100 shares of stock, and if the stock is pledged as cmlateral, we 
should not know anything about that. Of course, if yoit could not reclaim the stock, 
you would have to assign to tlu^ bank and we should make the transfer to them. 

Q. Suppose I did not do it?—A. It is the bank’s fault if it is not transferred to 
them. 

Q. The bank takes that risk when they Imrrow the stock and you are not in it?— 
A. We know nothing about it. If the bank brought in the stock we would not 
transfer it. The stock would remain in your name unless you directed us to 
transfer it. 

Q. (By Mr. Farquhar.) Or the showing of a jKiwer of attorney to transfer if?— 
A. Yes. 

Q. Either the party in person that owns the stock or one holding tlio power of 
attorney to make the transfer?—A. Yes. 

METHOD OF KEKPINO THE TRANSFER BfaJES. 

Q. (By Mr. ,Tenks.) What other books do yon kwp besides this lerlgcr?—A. This 
is the stock ledger, which, of course, i,s kept in slightly different forms to meet tlii^ 
remiirements of each company, but generally the book is covered by this one form. 

Q. Do you, in connection with this business, keeji other books of a differcnl 
nature?—A. We kcei) the stock ledger and the transfer books. 

Q. Will you kindly let us see the form of the transfer tmoks, or the form in which 
they are kept?—A. It shows the date of the transfer and the number; “For value 

received I,-, do hereby sell, assign, and transter to-- shares ca|iit:il 

stock of the-Company, standing in my name on the books of the company.” 

It is signed by the party and by the Corjairation Trust Company, by the officer whose 
duty it is to make the transfer. 

Q. (By Representative Eivi.noston.) You do not reipiire a valuable consideration? 
Is that left out?—A. That is shown on the book certificate; it is there, “forvahu! 
received.” 

Q. (By Mr. .Ienks.) The amount of value receiveil i.s not stated?—A. It i.s th<' 
usual form, “ for value received.” 

Q. These two books and the wav they are kept show .suh.stantially all of your 
business?—A. Yes; that is, as regards stock. 

Q. What other business do you have as a regi.»tration or transfer company?—A, W(! 
maintain the actual business office, putting Up the signs yon mentioned. The olllcc 
is kept open iluring business hours, ami there is always an agent on w'hom process 
can l>e served, and it is castomary to keep such papers as may be necessary. 

ANNUAL REPORTS KEPT ON FILE BY THE TRUST COMPANY. 

Q. What Other papers do you ordinarily keep on file? Do you keep, for instai.ee, 
all the annual reports they are required to make to the secretary of state?—A. Wi^ 
keep copies of the annual reports. 

Q. Is it one of the requirements of your contract that the reports shall be lilcd 
with you?—A. ItLs. We see that they are filed. 

Q. Suppose the annual report of one of the companies you represent ought lo be 
filed on some date and yon do not receive it by that time; what do you do?—A. 
We go after them personally or by letter and make them file it. If they refu.“c 
absolutely to comply with the law we terminate our contract with them. We do 
not care to represent them unless they comply with the law. 

Q. (By Mr. Farquhar.) Is there a liability attaching to your company as a trust 
company, provided the corporation does not comply with the law?—A. Yes; we 
hold ourselves out to the world as being determined to see that they comply with 
the law, and so we see that they do comply with it. 
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0., It ia your custom to see that the regular annual reports are file<I, and if they do 
not tile them you tenninate the contract. Can you say with perfect certainty that 
all the companies you represent have complied with the law in that particular?—A. 
Yes. 

12- Can you state, as a matter of fact, that you havu; terminated contracts because 
the companies have not complied with the law?—A. We have; yes. I can not giv<‘ 
you the nauK^a at the moment, but I can furnish you with a list of the comimuies 
which we have discontinued. 

(J. Will you be kind enough to do so?—A. Yes.' 

(2- Can you give us an estimate of the number of (s>mt)aiuea with whom you have 
discontinued the contract?—A. 1 do not think t can. 

(2. Are there several of them?—A. Several of them. Of course, they hardly ever 
go as far as that, so there woidd not be very many. 

(2. Can you furnish us before you leave to-day the blank torm.s you use, a blank 
page of the ledger and transfer book?—A. Y'ea. 

METnOI) OP REOISTERINQ TRANSFERS (KESf.VlKI)). 

(2. (By Senator Mallory.) I do not understand your method of noting the trans¬ 
fers. Mow is your attention called to the fact that tlune is a traiishu of shares from A to 
iiV—A. The ftssigned stock certificate ia haiidisl in showing the transfer on the track. 

(). That is the only evidence you hav(!?—A. Yes. 

(2. You do not have anything else?—A. Wr.'do not have anything else. 

(2. The original certilicate signori by the parties who t rans’ferrerl the stortk is the 
only evideiicr: you havir?—A. Yes. 

(j. I low long do you keep that certificate, as a riih'?-A. Usually it is handed in , 
to ns one day and goes to tne registrar the next day. 

(.2. To the rr'gistrar?—A. To the trust company which is registrar of the stock. 

(2. Do you not register it yourselves?—A. Weean not and comply with the rertuire- 
Iiieiils of the stock exchange where w'e are the transfer agent. The stock is regi.s- 
teir-d by another company. 

(2. (By .Mr. Jenks.) Kindly explain to us the full process by which the stock is 
sold, how it goes through the hands of the registrar and your company and back 
again.—A. I would rather have that explainerl by the auditor; he is more familiar 
with it perhaps. I should have said the stock is returned to the owtier insteail of to 
the registrar. 

(2. (Bv tsenator Mallory.) The stock is presented to you in Jersey City?—A. Yes. 

tj What do you <lo with it? What is tlio pro(‘es.s yon put it through?—A. We 
iiinkc tho entry on the transfer hook, poat it in tlie liMijjor, tlion countersign tlie. new 
(■(‘i tilicatt', cancel the old one, and return the new certilicate to the party authorized 
fti l•('ccive it. 

(My Mr. Jknkh.) And file the old one?— K. If wearethecu.stodianof thestock- 
cfrtilicate hook w(! lile it, otherwise we return it to the conipany to be filed in the 
stock-certilieate book. 

NO ItEA.SONS (UVKN FOR FAILURE TO FILE ANNUAL RE1»0RTS. 

Q. When you have companies who have failed to comply with this law in the 
Miiittcr of filing annual re])orts, what reasons liav(^ Ikm.'!! given for their noncompli- 
:incc with the law, or have they giviui any reasons?—A. Usually no rea.sons; u.sually 
the atltirney .''^ays: “It is none of your business.” 

Wlud.her they file the rejjort or not?~A. Yes; we know' wdiat that means; 
Jliat there are reasons, and we terminate the contract because w’e do not care to 
lia\c I'onlracts of that kin<l. 

(My Mr. FARauHAu.! A re tlie reasons nsuallv given by the company?—A. They 
usually giv e no reasons way they do not care to lile this report. 

THE VENALTY FOR FAILURE 'IX) FILE ANNUAL REPORT. 

Q. Oan parties in case of noncompliance w’ith the law recover $200 a day against 
thcm?_A. They can; yes. 

Q. Is that done that you know of?—A. I do not know of any instance personally. 

\T ^ know whether tlie law is c4irrie<l out or not in that respect?—A. 

Not absolutely; 1 do not know of any ease. 


>.See p. Kitfl, footnote, for stock ledger. 


■Not tiled. 
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Q. But they are all aware of the penalty attached to the law?—A. Thev 
aware of the penalty; yes. ’ y re all 

THE COMPENS-VTION OF THE TRtJST COMPANY. 

Q. (By Mr. Jenks.) Doing this work for these various companies yon exnect 
conipcnsatiou, of course?—A. Usually; yea. * -^sonne 

(J. What i.s the method by which you receive pay from them; is it so mud,., 
entry or so much for a period of time?—A. So much for a period of time so m , t 
per month, or .so imieli jH'r year. ’ 

Q. The amount you charge depends on the amount of business done’—A Tl 
amount of work actually done. ' 

Q. Yon make a contract iia to what the compensation will Ik when they first regi.sier 
with you?—A. Commonly at the end of 3 montlis, because it is usually almost impos¬ 
sible to tell how active their .stock will be. 

Q. You take them on trust for the first months and afterwards make a regular con¬ 
tract as to what the charge shall be?—A. Yes. 

Q. (By Sir. Kf-nnedy.) Have you received a large number of books within flm 
past few davs from New York City or any of these companies?—A. None that I know 
of beyond the ordinary business. 

(h Do you know anything about a large shipment of books of this kind to the 
offices of these companies in •Ici'sey City and other points?—A. Nothing beyond what 
1 have seen in the pajx>rs. I’kiiow we have received none beyond the books due to 
come; on account of companies being organized, of course, we get books every day. 

(Testimony closed.) 


Washington, D. C., October IS, 1S99. 


TESTIMONY OF ME. FRANK R. HANSELL, 

Secretary of the Xew Jersey CorjtonUion Guarantee and Trusl Compemy. 

The commission met on Wednesday, Octolaw 18, 1890, Mr. Clarke presiding; Mr. 
Frank R. Hansell appeared at 2.37 p. m., and, being duly sworn, testified as follows: 


THE NEW JER.SEY CORPOK.YTION C.UAKANTEE AND TUC8T COMPANY. 

Q. (By Mr. Jenkr.) You may give us your full name and address?—A. Frank I!. 
HanseU, 419 Market street, Camden, N..T. 

Q. That Is your business address?—Yes. 

Q. What is your occupation?—A. Secretary of the New Jersey Corporation (liiar-' 
antee and Trust Company. 

Q. What is the busine.sB of this corporation?—A. Representing corporations in New 
Jersey and maintaining an office as required by the corporation laws. 

Q. Is the methorl of doing hnsim*s in your office substantially the saine as, or i.s it 
different in some particulars from, that which we liave bad explained in tlie case el 
another company?’—A. It is practically the same. 


NUMBER AND CAPITAI.IZATION OK COMPANIES REPRESENTED. 


Q. About how many companies do yon represent?-A. About 500. 
y. How much capital is represented?—A. Well, at least lfi.500,000,000. 

Q. Have you, in or on the outside of your office, signs displayed for every com¬ 
pany yon repnweiit?—A. Every company; yes. 

Q. Can you furnish us witli a list of the companies you represent?—A. I can give 


it to you now; yes. . v u 

Q. The figures as to the capitalization of the different companies also?^—A- r'' ■ 
Q. (By Mr. Kennedy.) Showing the common and preferred stock?—A. No; Ine 
authorize capital. _ 


J See testimony of Howard K. Wood. 


aFUed. 
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MStATION TO COMPANIES EEPBESENTED. 

Q. (By Mr. Jenks.) Do you receive from these companies any written authoriza¬ 
tion to do this business for them?—A. We do; yes. I have nearly 500 here now from 
different companies we represent. 

Q. Is it your practice to insist on this authorization?—A. Always. Wo do not 
consider tliat we really represent a company until it is signed and in our possession. 

Q. Does the form of authorization differ in any jairticular from the one just read?— 
A. It is exactly the same.^ 


THE WORK OP THE GUARANTEE AND TRUST COMPANY. 

Q. You keep in your office the stock and transfer liooks?-A. Tlie stock ledger and 
transfer books of all of tlicm. 

Q. The method of transfer is the same as explained liefore?—A. Yes. 

Q. Do you keep also the alphabetical list of stockholders and the amount of hold¬ 
ings?—A. Yes. 

Q. That is kept up every day?—A. Yes. 

(J. AVliat methods do you adopt with reference to the companies registered with 
you as to their compliance with the law regarding the tiling of tlu! annual reports?- 
A. We write them, or when tlusy (!ojne into the office and liold their annual meet¬ 
ing wc say, if the proper otiicers are there, we should like to have them sign the 
report Ixdore they go. It they leave witliout holding a directors’ meeting ami elect¬ 
ing officers W(^ wait a few days and then ask them to sign it, and keel) on until we 
get it and see that it is tiled. 

Q. Do the stock sheets of all these companies give your name and address as transfer 
agciilV—A. Many of them do; nearly all of them do. 

(J. Do you yourselves sign the transfers of stock as transfer agent?—A. Yes. 


METHOn OK REGISTEIUNG THE TIIA.NSFEK OK STOCK EXPLAINED. 

Q. Can you explain in a word or two the method you follow where stock is trans- 
fi'iTid out of New .lersey—in New York City, let us saj—ami the certificate is sent to 
you'.’ —Yes. It is sent to the transfer agent in New Y(.)rk City and he forwarils us 
a ti'anstcr siu*et of this kind; these are smaller, tmt ari^ the same thing as the larger, 
giving the names and the number of transferred shares. These are entered on the 
■stock halger. 

( J. Does the .stock ledgerdiffcr in form from the one shown to us before?—A. It ic 
l>nietically the same. It simply shows the stock iiere transferred to Crossen from 
the company, who has since transferred to another party. [Exhibiting certilicate.] 

tj. You enter from this sheet the details that come to you every day'?—A. 'Yes. 

<•1 They are taken from that?—A. Yes. 

^ You post up the alphabetical li.st of stockholders and their holdhigs every day?— 

(J. (By Senator Mallory.) IVdiat becomes of the preceding certificates of stock?— 
A. Where certificates are sent to ns for tiansfer? 

No. When you are notifioi of tlie fact that transfers have been made and the 
I'lTtilicatc of transfer is sent to yon, vvliat becomes of the oh! certificate?—A. That 
ccrtifi{'ate of stock lias liecn ilelivcred to the company’s office, anil there a new cer- 
lilii ale is made out iw desired and signed by the projier officer. It then goes to tlio 
registrar, and after they are through with it both certificates are usually returned to 
1 lie company’s office, liecause that is where the hrokc.rs’ boys come for them quite 
oilen. Sometimes they will go directly to the registrar. Tlie old certificates are 
relumed to the company, and, as a rule, pasted to I heir proper stub ill the certificate 
III ink, so that wlien all the certilioatos are returned you nave a full Iwok of canceled 
certificates. 

You have nothing to do witli the old certificates'?—A. No. 

'I’ll.I.NSKEKS SOMETIMES MADE IN THE OKFIC'E OK THE GUARANTEE AND TRUST COMPANY. 

Q. Do you ever receive tliem’?—A. Siuiietiines the companies out of town will 
leave the certificate book in our office and ask us to keep it for them, saying, “We 
niake very few transfers, and the iiroper officer will come and do it under your 
supervision.’’ In that case we do it for them. 


1 See testimony of llowanl K. Wood, p. 1089. 
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Q. As a rule you know nothing about that old certificate?—A. Not as a rule, where 
the transfer is made out of our own oflice; where they come to the oflSce we insist on 
seeing it and having the certificate guaranteed. 

CWMPANIKS KEPHESKNTKD BY THE GUARANTEE AND TRUST COMPANY COMPLY WITH THE 

LAW. 

Q. (By Representative Livingston.) Have there been many violations of your 
State law in regard to these companies?— A. Well, of course I am only in a position 
to answer as to our own companies, and it is our boast tliat we keep them in good 
shape and see that they comply with the law. 

(f. Have any of the 600 companies you represent ever failed to comply with the 
law of the State?—A. As to holding meetings, no. 

Q. For any purpose?—A. Not to my knowleilge. Of cosirse, when a company will 
not do as we wish we cancel our contract with it. We do not care to have it. 

Q. (By Senator Mallory.) How long has your company been in existence?—A. 
About 4 years. 

(Testimony closed.) 


Washington, D. C., October IS, 1899. 

TESTIMONY OF ME. JAMES MAKWICK, 

No. 27 Pine street, Nine York. 

At a meeting of the United States Indu.strial Commission held at its offices in the 
Bliss Building October 18,1899, Mr. James Marwick apiicaretl at 3.45 p. m. and, after 
being duly sworn, testified on the subject of trusts. 

BUSINESS OK the WITNESS. 

Q. (By Mr. jENsa) Will you kindly .state your full name and business atldress?— 
A. Janies Marwick, 27 Pine street. New York. 

Q. What is your business?—^A. I am a chartertKl accountant and the auditor of the 
Corporation Trust Company of New Jersey. 

Q. What is the nature of your work .'w auditor of this trust company of New Jer¬ 
sey?—A. I supervise all the work connected with the transfer business in New York. 

Q. In New York City?—A. Yea, sir. 

PURPOSE OF THE NEW YORK OFFICE OP THE TRUST COMPANY. 

Q. Will you explain to us just whatthe nature of your work is in New York City, 
or how it is connected with the work of the tnwt company in Jersey City.—A. The 
office of the trust company in Now York was established to receive certifiisites—to 
facilitate the work of the New York Stock Exchange. The broker sends the certifi¬ 
cate to the office- 

Q. That is, to your New York City office?—A. Yes; to our office, ])roperly signed 
and stamped. We give in exchange for it a small slip, so that he can recover the new 
certificate when it is issued. 

Q. The small slips that are issued are substantially receipts?—A. Just receipts; yes; 
so that he can identify the new certificate. We then make the transfer and make 
out the new certificate and have it recorded and properly signed in our new-certili- 
cate book. The following morning we deliver it to the remstrar, who delivers it to 
the broker. 

RELATION TO THE NEW JERSEY OFFICE. 

Q. Then what relation exists between your office and the work you do there and 
the work that is done in the New Jersey office?—A. We receive the certifiiatcs and 
send the transfers over to the New Jersey office on the forms which you have Iwen 
shown. 

Q. When you speak of making transfers you mean you receive the certificams and 
send them to the transfer office and transfer them and they are retunied to you ?— 
A. We receive the certificate, which is in blank, and write out the transfer and send 
it over to New Jersey. 

Q. And then in New Jersey they make the transfer on the books?—A. Each day 
our sheet is added to the transfer book, which is afterwards Ixiund up; it is complde 
in every respect; every day shows the total up to, date; it is signed and makes a 
complete recoid, and tne best record we can have. 
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Q. And then you say the certificates are returned to the New York olTice; and to 
wliom—to you?—A. We send‘tlie old certificates with the new certificateH to the 
ivjiistrar, wno cancels the old certificates and issues the new ones; then lie returns 
\\n) old c(^rtifi(;ate8 to us in New York, so we can answer any inquiry made by the 
Now York Stock Exchange. 

OLD CEKTIFICATJ-JS FILED IN THE NEW YORK OFFICE. 

(h And you koej) the old certilicafes in your office?—A. We file every certificate. 

I can .'^how you any certificate filed in our otfice that has Ixicii out of the office and 
cotne hack again. 

So that, as a matter of fact, these old certificates an^ all of them kej)t on file in 
v.iiir ollice?—A. Yes; if any question is ask(?d by the New York Stock Exchange in 
ouiinection with thesis certifi(‘ates we (tan reply to it. ^Ve hold them instead of the 
company holding them, for the convenience of tint brokers. 

KIND OP B(X>KS KKIT IN THE NEW YORK OFFICE. 

Q. Now, in regard to the hooks that you use in this transfer business, do they dif¬ 
fer in any respetet from those already shown?—A. [Showing hook.] Tliis is my 
record book, or tran.sfer hook. 1 make a record of the tran.sfcr that I semd over to 
New Jersey; this is my re(‘ord here; this is writhm up in tint (torporati'Ui office in 
N(‘W York, as a rectord of what we send ovtT lo New Jem^y. Then this is jiosted in 
a Icilger. We post this in New York and balance up with the New Jersey office 
everv months or so; we hav(t an exact list in both places. 

If 1 suppose the ledger y(ui kecj) in the New York oflice is exactly the same in all 
[uirtinilars as that kept in tlie New .Icrsey office?—A. They differ to a slight extent, 
bill (his is th(* latest form, a self-balancing ledger. 

RELATION OF THE EASTERN OFFlCJiS AND THE (TIIOAOO OFFICE. 

(f How do some of those companies that have transfer otfici's, not simply in New 
Jcrsiw aii'l New York, hut also m Chicago, keep in touch with the Chicago office? 
Vdii iiave ex|)lained al)out lh(‘ New .lersey oflice; how about the Cliicago office?—A. 
We s<aHl them a ]ud<5 of every tmiisfer that is jnad(*. 

(f Ho you make daily reports to th<*in?—A. Yes; in the case of om^ of the large 
cnii)j>;inies, we siuul a c»)iuj)lete report of every transfer in our office, so tliat they 
know exactly every liaiisfer that is ma<.le. 

CORCdRV'l'IoN.S RECKESENTEI) AND THE AMOUNT OF WORK REtilTRED IN THE BUSINESS. 

(f You r(‘[)r(‘scnt corjiorations, of course, of different sizes—small corponitions and 
larg(‘ <>nes?--A. No small om*a in N(uv A’'ork. 

tf Tho.se you represent in New York are .substantially those that you represent 
nil tlu> New York Stoi^k Exchange?—A. Yes. 

Can you give us some estimate as to the amount of work required to do the 
hiisiiiess for a largcH'ompany; for instance, the Feileral StC(J (k>mpaiiy?—A. IIow do 
ynn mean? 

tf How many clerk.s?—A. I could not undertake to do the work with le.ss than 
<» i-lcrks; hut of couise the work is not the same at all times; sometimes it would not 
rn<|uiiv so many. 

ff You mean (> for one company?—A. Yes; I have hwn calk^l on to issue in one 
iiikdd. $'J,000,000 of securiti(‘H. 1 have closed my oflict* at ‘S o’clock in the afternoon 
for receiving transfer's, hut every security was out and lu'w certificates issued by 10 
o’< lork the iH'xt morning for over $9,000,000. 

Q. How hukJi time do you have to make this transfer on the Sto(*k Exnhange?— 
A. Frotii .‘1 o’clock in the afU'rnoou until 10 o’clock in tlie morning. 

U. So that for every sale maxle on the New York Stock Exchange you must have a 
'■'p< rl imule up by 10 o’clock the next morning?—A. Yes; of course we post our 
i"’"ks after tliat. 

You say that in the ca.se of a large company, like the Federal Steel, it requires 
'M-lorks to do the work?—A. When I tell you that we have had to get out nine mil- 
lii'iiH of securities in one night you can (*asily seci what it iiu'ans. 

Of course the amount of work will vary daily with the conditions on the Stix-k 
hxrhHug(^?—A. Yes; hut we liave to be prepareci for big days. 

/i- And so yon keep the force employed regularly in order to do that w'ork?—A. 

I os. 

Q. (By Ropresentative Livinoston.) Who pays for it?—A. Tho ooiupany tliat tlie 
'^"n’‘>''ation Tnist (kiiiipaiiy represoiita. 

(fealimony closed.) 
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TESTIMONY OF ME. JAMHp S. GAEVIN 

Amxtant Stmluni o/tk New Jersei/ lie<jistr(it\n and Trust Company. 

At a meeting of the United States Industrial Commission, held at its nmee<i o. 
Bliss Building, ll.IOrt. in., October 18, 1899, Senator Mallory presiding, Mr.' 

S. (Jarvin apjiearod at 2.55 p. in., and, after being duly sworn, te.9tified as follows nn 
the subject of trusts; '" 


THE NEW .TERSEY UEOISTRATION AND TRUST OOMCANY. 


Q- (By Mr. .Tenks.) Will you kindly give us your name and addre.ss?—A. James 
S. Garvin, New Jersey Hegistration and Trust Company, No. 525 Main street Kast 
Orange. ’ 

Q. What is your occupation?—A. Assistant secretary. 

Q. Of this comiiany you have just mentioned?—A. Yes. 

Q. About how many companies does this trust company represent'^—A Between 
275 and 200. 

(i- Alxiut what i.s their capitalization?—A. Between $:J00,000,()(K) and $400,000 000 
I believe. ’ ’ 

Q. Have you written authorization from the.se companies?—A. Woh.ave. 

tf. Do you receive any companies without this written authorization?—A. We do 
not. 

Q. Do you keep .signs displayed, fur all these companies, before voiir ofhec ?—A 
We do. 


Q. Can you furnish the commi.ssion a list of the corporations that you reiireseni 
with their cajiitalization?—A. Yes. ' ’ 

Q. You have a <;opy with you now?—A. I have one, but mit ahihahelicallv 
arranged, and I would rather send one. 

Q. Will you within a day or two?—A. I will.’ 

Q. Do you keep in your office the stock and transfer books of all of tluwe coriioia- 
tions?—A. Yes. 


BUSINESS METl(OD,S THE S...MK AS THOSE OK OTHER COMI'ANIES. 

Q. Does your method of iloing the work differ particularly from the methods tli.at 
have been explained here by the two previous witnesses?—A. No, sir; it is suhstan- 
tially the same. 

Q. And the forms of your record books are about the same?—A. Almost exactly. 

Q. You can iwrhaps furnish us with the blatiks you use?-A. Yes, sir. 

Q. W hat mea-stires do yoti take to see to it that the cotnpanies that you rcim'scnt 
comply with the law as regards the filing of tludr antuial report?—A. We keep a 
record of the datesj upon whi(;h their lueetingH should 1 x 3 held, and \vc iiotifvthrin of 
the approach of that meeting; we also, ininfediately after that date, notify tliem that 
tlio report h^s not l>ciui received, if such is the ciis(*, and oontlniK^ to do that ev(‘r\’ 2 i*f 
3 days until it is either received or we conclude that they do not interjd to tile il: in 
which case we notify them of the |>enalty attache<l to such an omission, and iK'liiy 
the secretary of static siimiltiineously that we have (X'ased to represent them. 

Q. Have you terminated your relation w'ith any c()mpanies for that reason?---.V. 1 
have not, personally, but I Ixilieve tlu^ company has. 

Q. IIow long have you been in this office?—A. Just about 10 days. Hut 1 miglit 
add that I find the systein exactly as stated hy tin* other witnesses. T find we :tre 
supplied with exat^tly the same niak'rial, and the same form is being fi>llow'e<l hv the 
corporation since I have been there. 

Q. You do not find that there is any essential differen(;e between your methods "1 
doing business and those* of the others?— X, I might say they are (ixuctly tlic same. 
They are formulated on tlie s<ime lines and carried out in the same way. 

Q. You also keep this list of stockholders with their holdings, alphahetieally 
arranged, and posted up to date?—A. Yes. 

Q. And you furnish information to stockholders who infjuire for it?—A. Yes. 


»FUed. 
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IDENTIFICATION OF STOCKHOLDERS. 

Q, What measures do you actually take to identify stockholders?—A. I have not 
yet been required to secure the identification of any, but I should take the ordinary 
precautions; and if the stock was not in the proper hands as stated, and I could not 
,ret the ordinary identification that would be required hy^i bank, I should hold the 
certificate over until I could identify the man. In other words, I would not give 
the information unless I was sure I was giving it to the proper person. 

NII.MBEU OF ItEaiSTU.ATION COMPANIES IN NEW .lERSEY. 

Q. Can you give u.s any information as to how many of those trust companies of 
the nature of yours there are in the State of New Jersey- have you any idea?—A. I 
liave been told there art! 7 or 8 of them. 

(J. Seven or 8 of th(>m?—A. Tiiat is, of these registration companies. 

Q. Can you give any information as to the number of authorized agents there arc 
representing corporations in the Slate of New .Jersey?—A. No, I can not. 

ty Under the laws of New Jersey, is an individual jiermitted to represent a cor¬ 
poration, or must it be a trust company?—A. I have lieen told that in some cases 
iiiilividuals do repre.sent them, and it was owing to the unsatisfactory representation 
that the necessity for these tnist companies arose. 

NEW YORK OFFICra OF COMPANIES. 

(J. Have yon a New York ofli CO? —A. We have; yes. 

<y W'liere is yonr New York otlice?—A. No. 27 Pine street. 

(j. Isyonr New York oHice tlie same as tlie one just spoken of by Mr. Marwick?—A. 
For some l■ompanieB, yes; we maintain a separate New York office a.s well. 

ty Your address, I notice, is the same?—A. It is the same building, hut not tlie 
Siuiie office. 

( y ts the matter of the New York office, as compared with the New Jersey corpo- 
lalion otlice, left to tlie company concerned?— A. Yes. 

ty The companies in some cases have one and soinelimes two New York offices, 
hoth dealing with you?—A. AYs. 

(y Uo you keep your records witli the different New A'ork offices up to date in siih- 
shuilially the same form as to all of them ?—A. Yes. 

(y How many offices do you have in New AYrk representing the different com¬ 
panies?—-.4. JVi'll, weoiily have the two—our own office and Mr. Marwick’s office. 
(Testimony closed.) 


JV'A.suiN<iTON, 1). Ocloher Iti, 1S99. 

TESTIMONY OF MR. DENNIS B. RYAN, 


At a meeting of the United States Industrial Commiasion, held at its offices in the 
Itlias P.uilding, October 18, 1899, Senator Mallory presiding, Mr. Dennis B. Ryan, of 
No. 1 Montgomery street, Jersey City, N. J., after liaving duly affirmed, at 3 o’clock 
p. m., testified on the subject of trusts. 

BUSINESS OF THE WITNEas. 

ty (By Mr. Jenks.) Will you give your name and aildress to the stenographer?— 
A. Diuinis IJ. Ryan, No. 1 Montgomery street, .Jersey City, N. J. 

ty What is your occupation?—A. Attorney-at-law. 

ty Are you the registry agent in New Jersey for any corporations?—A. A'es, for 
some of them. 

ty About liow many do you represent?—A. It may be from 10 to 30—that is, I 
mean to say liy 10 to 30 that I am representing 10 to-day and 30 to-morrow. 

ty VVill you kindly explain?—A. After tliey have been organized I simply resign 
trom them, and tell them to secure offices elsewhere. 
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CONNBCTION OF WITNESS WITH OOMPANOB RBPBJSSNTsd 

Q. Will you explain why that is; what the drcumstancee are under «i,- 1 . 
resign?—A. They often come in with papers all J^pared and ask me if 
use my office, and I tell them they may; they ask me if I care to renrewnt 
their Kew Ji'rsey agent, and if they come to my terms, I do: often T ai,^i *'®' as 
day. ’ say good 

Q. Can you furni.«h to the commission a lit 
.sentcil w ithin thehust llOdays?—A. I think I 
they come in and organize and get out, and I 
ti. They come in and oiganize, and nppoii 
gft out ‘!—A. Not ill all casea. 

Q. And you nwgn the neat day?—A. Where a myment is made I do keen a 
rix'ord of if,' but where they appoint me, they might have a business in New Jei-se 'y 
and have their office in their factory. 

Q. W’li v in tliat ease sliould they ask you to be their registered agent; if they have 

an office elsewhere in the State, an'd wish you to be appointed simply for the use_ 

A. I do not know why they should a.sk me. 

Q. But if they come in and ask you if you will take the position as registered agent, 
you say yes; and they ask you to resign, and you resign the next hour?—A. Yes; 1 
do that, and frequently without being asked. 

Q. Then you will fumi.sh us a list of the companies you have represented, for 
which you have Imhui registered agent within the last 30 days, with the dates of your 
taking the po.sition, and the length of time you held it?—A. Yes. 

Q. You will make that complete?—A. Yes.' 

Q. (By Mr. Fakqciiaii.) What do you mean by resignation? The certificate of 
incorporation is there, and you stand as an officer representing the corporation, do 
you not?—A. Well, they have their own subscrilKTs to the stock and organize them- 
elves; it is not necessary that I should be the organizer. 

Q. But do you not stand as the representative, as far as tins law in New-Terseyis 
concerned, of the corporation?— A. Do I not stand as what? 

Q. As the New Jersey representative of the corporation under the law.—A. Yes; 
in some isirporations 1 do. 

Q. Ju-st a minute ago you said you would resign?—A. Yes. 

Q. Now, in what condition is the company left when you resign?—without a i'e|i- 
resentative?—A. 1 do not concern myself about where they stand. 

Q. (By Mr. Je.nks.) When you appear as the registered agentof the company, arc 
you not so named in their articles of incorporation, and will not your name so 
stand?—A. I should think that way. 

Q. Your name should app(*ar as the registered agent of the company?—A. V'es. 

Q. Then if you held that position for a day, and then resigned, the company would 
be left w'ithout any agent, unless it took the pains to get another in the State?—A. 
Ales. 

Q. And if it wants to do that, you say that is the business of the company, and not 
yours?—A. That is where T stand. 

tj. Where you hold this jmsition for an hour you hold the jmsition for the com¬ 
pany that they give you?—A. Yes. 

Q. And you think you have done the work they have asked you to do, and that 
ends it so far as you are concerned?—A. That ends it, and I quit, 

(f. The rest is their business?—A. Exactly. 

Q. (By Mr. Fakochak.) Is the charaeder of your work that of a brokerage or 
juiliciary agent?—A. No; it is just like anyone else coming into my office to effect 
any company’s organization. 

Q. Just like a client coming in on an assault and battery case?—A. Yes; I have no 
knowledge. 

Q. In cases of that kind what is your relation to the company? Will you exjdain 
it?—A. Well, they seem to t>e satisfied to have me do that, and I do not inquire very 
deeply into them. 

cnARACTER AND CAPITALIZATION OF COMPANIES REPRESENTED. 

Q. What class of companies are you speaking of?—A. Manufacturing companies. 
Q. Of how much capital?—A. Some of $100,000 and some of $200,000. 

Q. (By Mr. Jenks.^ When you furnish us a list of the comjianies, will you also 
state their capitalization?—A. Yes. 


* * Not furuiwheil, though a Ii«t obtainetl ulsowbero w»h partly checked by Mr. Kyan. 


do not botiKTabout it. 

It you ai agent and pay you a /e,. 
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Q. You have records so you can do that?—A. Well, I can not say definitely; I 
may have some of them and I may not; as I say, any papers I have been connected 
with I have turned over to the company; I just simply keep the name of them in 
many cases. 

(j, You have the names of all the companies?—A. Yes. 

(J. Where you have the names of the companies, have you also the names of the 
incorporators; do you take fliem down?—A. In most cases I do. 

(j. You take down the names of the oflicers as they app<!ar?—A. No. 

Q. You have simply the names of the inoorimrators?—A. Simply the incorporators, 
hecanse tliey may only hold the stockholders’ meeting in my office and the directors’ 
meeting may 1)e in other offices. 

( J. You do not keep any list of the directors or officers that they elect?—A. No. 

Q. Do you collect your fees More they leave the office?—A. Widl, if I know tliem 
1 do not; if I do not know them I generally like to get paid in advance. 

tj. I was thinking you might want to know their address, if you did not collect the 
fee in advance?—A. Yes. 

DESCtRIITION or SOME COMl’A.VIES llEPKESENTEl) BY WITNESS. 

(J. (liy Mr. Kennedy.) I should like to have the names of a few of those com¬ 
panies?—A. Well, I have been trying to think of them for 15 minutes, hut I can not. 

t), L(‘t us have the names of some of the companies that you have rejiresented 
simiily for a few minutes in this way?—A. Well, the Wigwam Ifiiblishing t'ompany. 

(). Of w here?—A. Of New .Jersey. 

f). (liy .Mr. Jenks.) Do you know where the main office of that company i.s?—A. 
1 do not; they are all disid. All tla^ incor|K)rators died in about a month. 

(). (Hy K(!pre.scntativc Livinoston.) Give u.s one where they have not all died.— 
A. II is cither a di'ad corrioration or a deail man; it is oftentimes the man. 

(,J. I do not understand tliat?—A. If they cease to take an interest that is when 
it goes up. 

(). After the stock is sold?—A. No, .sir; the .stock is oftentimes not sold at all; in 
that casi“ they did not sell a dcdlar’s wortli of stock. 

t). ( liy Afr Jenks.) Will you give ns the history of this AVigW’am Company, a,sfar 
as yon know it?—A. A gentleman came in and had a hook whieh he called the 
“ While Indi.an,” a picture Imok for children, which he was publishing; he had 2 
gciillciiicn with him, and had the papers regularly drawn, and 1 organized him right 
I lien and filed the certificali'. The next I heard was from his lirother-in-law, who 
cmiie and asktal if I had anything belonging to him. 1 said I liad nothing except 
the ccrtilicateof incorporation. He said liis hrother-in-law had died. A short time 
after that some gentleman impiired about the company, and said that all the men 
coniicclcd with it had died. 1 tliought I was rather lucky. 

(). (HyAfr. Kennedy.) What wtus the capital stock of that company?—A. As far 
as I can recollect, I|il00,000. 

(By Air. .Ienks.) Would yon ininil telling ns what fee you ordinarily charge 
for incorporation, when you t‘xpect to resign immediately?—A. ft I do not have 
much work to do I charge $5; if there is considerable work I charge considerably 
nionc 

(). Do you have any scale at all according to the amount for which they are 
capitalized?—A. No. 

I). For (‘xaniple, if capitalized for IpLOOOjOOO, you wmuld do it just as cheap?—A. 
Oh, no; oftentimes when they come in, if 1 am not familiar with the matter, they do 
all the work ami I simply stand around. 

tj. A'on simply let them have your name?—A. Yes. 

Q. Anil giv(‘ your office as their principal office in New .Terscy? 

If. (By Mr. ICennedv.) AVhat is the largest eapilalization of any company yon 
have organized?—A. As far as I can recollect, half a million. 

G- W’hat fees ilid you get in that ease?—A. In that case 1 had nothing to do at all. 

You got a foe?—A. Yes; aliout $10. 

CONNEtmON WITH pnOMOTERS IN NEW YORK. 

Q. (By Afr, C. J. Harris.) Have you any connection with a New York office?—A. 
J liavc no New York office. 

Q- Are yon connected with some promoters there?—A. I am. 

v- (By Air. Jenks.) Who are tlie promoters?—A. Peter Whitney, No. 100 
Broadway. 
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Q. (By Mr. C. J. Harris.) Do you know Noblett ?—A. I have not been connects 
with him for alxiut (i months. 

Q. Is your biisint«s of sucli a pressing nature tlmt you do not follow them aftci 
they are incorporated ? Do you keep the transfer books in your office in some cases ?— 
A. Yes ; such as they are. 

Q. (By Mr. Junks.) How many companies are there of which you are really tlit 
permanent New .Tersey agent? Do you pretend to keep the work up in tho.si 
cases?—A. 1 can not tell you that exactly until I look them up. 

Q. Are there 10?—A. Hardly 10. 

THE MOKTOOMERY TEXTILE COMPANY. 

Q. Will you give the names of some of those now?—A. The Montgomery Textile 
Comjiany. 

Q. For how long a time have you been agent of that company?—A. A year. 

Q. Hly Mr. Kennedy.) Of Montgomery, Ala.?—A. No; of North Wales, Pa. 

Q. (By Mr. Jenks.) What is the capitalization of that company?—A. 1 can iio| 
tell you; I do not remember. 

Q. Do you know where their home office is?—A. North Wales, I’a. 

Q. Their factories are there?—A. Yes. 

Q. In preparing that li.st, will you include also a list of the presidents?—A. As far 
as I have them. 

Q. Now, as regards this Montgomery Textile Oompany; you say you represenicil 
them about a year?—A. About a year. 

Q. Did that company file an annual report?—A. I believe it did. 

Q. Did you get a copy of that annual rejrort yourself, so that you have it in your 
office?—A. Well, I can not say definitely, but 1 believe 1 have. 

Q. Inasrinuch as you have not the information at hand, but have it in your otlicc, 
will you also include that in the inhirmation ymi .send, making it complete n illi 
respiVl to all that you have n'presented longetiottgli so that they have had to tile an 
annual report? Do you, yomself, take pains to notify the few companies that veil 
are representing in a pertnanent way when their annual report is due?—A. Weil, 1 

tell thetn when they come when it is first due, and afterwarils- 

Q. You think that is their business?—A. Yes. 
y. Ami yoti jiay no fttrther attention to them?—A. No. 

VISPI.AYlXrt rttE SttJNS of companies. 

Q. Do you keep the names of these companit'son signs before vour office?—A. 'Well, 
I have had them on tin .signs, but I have taken the tin signs down for a .short time. 
Q. So that you have no signs now?—A. We tire painting one sign for all. 

Q. AVby did you not leave them up until the other was comiileted?—A. It was a 
matter of neglect, 1 stijipose. 

tf. Is it not a matter of noncompliance with the law?—A. AVell, we should have 
had the signs disjilaywl at the entrance to the office. 

Q. In all cases?—A. Yes. 

Q. So if you took the tin signs down a,nd are not ready to put the other up, you 
arc, as agent, violating the law?—A. No; I hardly think that, or 1 should not do it. 

LISTS OF STOCKHOLDERS. 

Q. Do you keep a list of the stockholdi'rs of these companies?—A. In .some cases I 
do; in others I do not. 

y. Have you in your office a full list of the stockholders of any of the comiiaiiics 
that you represent?—A. I think 1 have. 

Q. Of what company?—A. 1 can not say offhaml. 

(i. Do you think you have a complete list of the stockholders of the Montgonu i.v 
Textile Company?—A. Yes; I think 1 can name them offhand. There are about sis 
y. Do you have any written list of them?—A. Well, some of them I took from Ha' 
stock book, and the secretary ])repares me ..n alphabetical list, 
y. How often?—A, About once a year. 

y. That is, he prepares that a while before the time of the annual meeting?—m 
That is according to the by-laws; 3 weeks, and sometimes a month. 

y. Do you recollect whether the law of New Jersey has any provision with refer* 
ence to the jireparation of this list before the annual meeting?— A. It is reqiured, it 
my recollection serves me right, that the alphabetical list be prepared before tus 
election. 
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Q. Do you recollect how long a time before election?—A. I tliink 10 days. 

(i- Do you recollect whether a copy of that list is to be posted in the office for 10 
days before the election?—A. Yea. 

Q. Have you seen to it that you have had the list for 10 days before the election 
in tlie case of aril the companies that you represent?—A. Only one of the companies 
iia-s ever had an annual meeting. 

C^. Which one was tliat?—A. The Montgomery Textile Company. 

(y They have liad moni than one?—A. They have had two. 

Q. But you have nevei represented any other (Company which has ha^l an annual 
nioeting in your office?—A. That is the only one. 

(y Do you know whether the law at pre.wnt coiiRiders it sufficient to have the list 
(Hit 10 <lays Indore tlie imnding, or whether it re(|uires it to be kept up to date con- 
liimouslv?—A. Ido not think the law requires that it be kept up to date eoutinu- 
(iiisly; slmpiv beforii tlie books (Oose; 10 days l,H!ff>re the election. 

12* Yon think that is all that is required?—A. Yes. 

Q. Ami the matter will then lie over until the next annual meeting?—A. After 
(lie meeting of the Montgomery Textile (^.unpany I direct the secretary to make up 
a written list to date. 

Q. That is right after the meeting?—A. Yes. 

TIIK TKAN.SFKKKINli OF STOCK. 

Q. Do you yourself make the transfers of stock of any of the companies that you 
rcpix'scuil? Have you ever made any transfers of stock?—A. Yes, a few. 

(». lA)r what <'omi)anies?—A. For t\w. Davis Inti'rnational Telegraph ami Tele- 
pheiK* Conqianv, 1 think. 

(2. You are tli(j regular accredited agent of that company now?—A. No. 

<2. You were, earlier?—A. Yes. 

(). Ami during the time you made transfers of stock?—A. Yea. 

(j. Why did you sever your connection witli that company?—A. AVell, iiithe lirsl 
iiislaiicc, they did not tlliuk they were making enough money, and one man was 
jHiUiiig out too uuK'h; he discontinued, and 1, of course, discontinued also; he 
\v;iH paying im; himself, not (he company. 

<2. This was an individual matter, as far as the company was concerned?—A. It 
was an imlividnal matter Ix'twceii him and mysedf. 

<2. Is that company still in cxist(*nc<‘?~A. No. 

<2- Do you regularly keep the transfer l)o«dvS in your office, of all the companies 
tlial yoi; represent for a period, we will say, of 3 months?—A. Well, some of them 
use tiu^ slock book, that is, tlui stock ccrtiticah^ hook, for that business; not having 
many stockholders. Tliat gives, of whom Ixniglitami to whom transferred. 

C2- In that cjuse do you keiqi the stock cerlilicati! hook in your office?—A. 1 have 
several of them. 

(2- Uav(^ you kept stock certificate books regularly in your office?—A. 'When I get 
tliein from a company X keep them continuously. 

(2- And then are the transfers of stock maxie in your office?—A. Sometimes. In 
one or two instances! recollect of .sev'cral coming who held stock certificates and 
giving me a letter. 

(2- AikI asking you to make a transfer?—A. Yes. 1 write usually in re<l ink aoroRs 
the old certificate, “Canceh'd,” and put on the dah*. Then I draw another certiti- 
< ate and forward it to the otiice <■>( the company, either to the president or .secretary, 
and they sign tlu'ir names there. 

(2- And von call that making a transfer in your office?—A. A"es. 

fF (By Ihqiresentative Livinosto.v.) About how many of these hooks have been 
si'iif (iver to New Ji^rsey to ymir office within the last 80 days that you are not in tlie 
hahit of keeping there?—A.* None at all. 

Q- You have not received anv hooks lately?—Not in the last 30 days. 

'2- (By Senator M.atj/iuy.) i>o you know wliether the class of companii^ you 
have heiai aiding for do much transferring of stock, as a rule?—A. No, they do not. 

Q- Very little of their stock is transferred?—A. Very little. 

Q- (By Mr. Jenks.) Havi^ you been authorized to make transfers of stock for 
these companies?—A. Yes. 

Q- For all the comimnies for which you have kept stock books?—A. AVhere 1 have 
1 h‘ 1(1 the books I generally get a letter from them; very frequently when they have 
heeii there I ask to have resolutions pa.ssed directing me. 

12- And in that (;ase you keep a cojiy, I .suppose, of the resolutions?—A. I have not 
liny ()f them on file; I get that list from the secretary of state; he sends it to me, a 
certificate every day. 
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INFORMATION GIVEN TO STOCKHOLDERS. 

Q. (By Mr. C. J. Harris.) Does the stockholder often not know anything about 
the standing of the company? Suppose there should be a stockholder who wished 
to investigate, could he get any inlorination in your office in New Jersey?—A. If I 
was satisfied that lie was a stockholder I would tell him all I knew about it. 

Q. Well, would that he much of anything?—A. Oftentimes ho would know far 
more than I would. 

Q. (By Mr. Jenks.) You think you would be willing and able to tell, in almost 
eveiw case where you were still the authorized agent, tlu^ names of the stockhohlers?— 
A. That is too general aipiestion to answer; sometimes I could tell by the certiticatc 
Iwjok.s to whom the stock was issued. That is as far as I could go; I could not trace 
the holdings of it, 

t). You could not trace the lioldiugs?—A. Oh, no. 

Q. Have you kept a stock certificate book in every case whore you have rernaiiu'd 
the ixirmanent agent?—A. Yes. 

ti. In every case?—A. Yes. I say that, because I can not tell offhand how many 
I have resigmsl from; but it is my usual method to do so; I keep a stock Ixiok or the 
certificates themselves. 

WITNE.S.S HAS NO OFFICE IIELC. 

(). (By Mr. Kf.nnedv.) Is a very large force of clerks required to do all the work 
done in your ofliis!?—A. No, .sir. 

Q. How many do you have?—A. I have none. 

Q. You are your own clerk, are you?—A. Yes. 

(). (By Mr. Jenks.) I understooil you to say that the number of transfers made in 
the companies you repre.sent is very .small?—A. Very small; oftentimes there are no 
transfers at all. A good many ])eo|)le hold their stock right along. 

Q. It is substantially a private company, you think?—A. Yes. 

Q. Do you repre.sent any comi>anies where the stock is bought and sold on the New 
York Stoi'k Exchange?—A. Not that I know of. 

Q. So that the matter of t ransfers of stock would not ordinarily occupy mon\ I Inin 
an hour or two a week?—A. Ob, no; in the ca.se of this company it would not take 
5 minutes to make out a new certificate and cancel the old one. 

Q. (By Rejircsentative Livingston.) You deal with the little fish?—A. A'ou can 
make a company as large as you want. You can make it a million as w'cll as a liiin- 
dred thou.«aud. Itdoes not takeany longer to say a million than a linudred tbousiind. 

Q. (By Mr. .Jenks.) Blit in some of the com})anies which were incorporated fin- 
$51X1,000 would the transferring of stock, in your judgment, be very slight?—A. A\'cll, 
I can not answer as to that now. 

NATURE OF CO.MPANIKS OK(IANIZEI) FOR NEW YORK I'ROMOTEllS. 

Q. (By Mr. C. J. Harris.) How many com|ianies have you organized for limt 
New York man, Peter Whitney, within the last year?—A. I should say about 2.1. 

Q. What i.s the nature of these companies—are they public or jirivate corpora¬ 
tions?—A. Public corporations. 

Q. Are they organized with an idea of putting the stock on the market?—A. By 
that you mean putting the stock on the exchanges for sale? 

Q. Yes, to float it about?—A. Well, 1 can not answer that quo.stion. Of course, my 
experience has Iieen with the same man holding the stock and continuing to hold it. 

Q. (By Mr. Jenks.) In the case of the companies organized for Mr. Whitney, 
have you ordinarily re-signed promptly?—A. Yes. 

Q. You have simply acted as agent for the moment?—A. Yes; many of them arc New 
.Tersey people and nave their own places; they sinqily come to me to start the enm- 
panies; after they are started they leave and afterwards proceed by tbemscives, 

Q. That has liecn tnie practically of all of the companies organized for Mr. 
Whitney? —A. I should say of a large numlair of them. 

Q. I will ask you also, when you send in that list, to name the companies you Ini' c 
orjranized for Mr. Whitney?—A. Yes. 

Q. (By Mr. FARCiUiiAR.) How many companies have you representeil siniNi you 
commenced the business?—A. Well, you mean since I have been an attorney? 

Q. Since you commenced this business of representing companies, how many lia'c 
you r^resented?—A. Well, I might say 75. 

Q. How many do you represent now?—A. I can not tell you that offhand. 

Q. (By Representative Livi.ngston.) Who pays the State fees of these compames 
in New Jersey?—A. The incorporators. 

Q. Do you know that they do pay them?—A. Well, they could not get the certi¬ 
ficate if they did not. 
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NATrilK IIF W(li!K DONK ny IVIT.VIOKti. 

(J. (By Mr. Faiiquiiah.) J)o y,m Ihirik tliciiiHli.M v,m have (Icsci ihcl la-re 
lliat o) roprosontiiiK a conipai.y fur Icsh than 24 h„ma aii.l lla-ii snm-ialeii,ie il is a 
lair ami legal way of doing I,nsim-i:.s?~-.\. I ain afraid yon nii.snnd,-rs|and n'u- ' For 
I pnrpnsHof orpniziiigtli.-y coinn in w ilh a ccililioalo of organizati..ii srnnivd fr,„u 
Ihn M'|Ti‘tai \ of state Imloro 1 sen it, anil hold their organization infotingin niv oltico 

(j. In other won s, your work eonsists simply in iilacim' with the seen'-larv of 

pite Hat i-ertifteatioiiV.-A. No; 1 have nothin'g'to ,lo\vi,|. Fl.ml'^rtt iV all ,i e 

1 Hi -0 the K^'nth'nicn. 

Tn"''\i^ is «i>ai'l.v to use your naine?-.\. They do not ii.se inv name 
(By Mr. Kj.;N.M.;nv.) It seems In me they gel organized before they name an 
agent.—A. No; they may have my name put in ibe eertilieate 

U. Then they do not use yoiir name for unlawful pnrpo.ses-—\ \o- si„e,. r 

a<-iiu:esi e afterwards J do not see that il is unlawful. . 

Q (By Mr. .lEN'Ks.) Do 1 understand that yon luiye, snhstanlially, an arrange- 
"leiit pth .Ml. Whitney whereby he may use your name in an organi'zalion scheme 
so I lia , when I hey go into yourolhee with your name printed as ageiil. you ollieially 
work lor them by lellmg yonr name .stand as the .New .lersey ageni" - \ No- I d'o 
notkn.ny ol any.p-h arrangeinent as that. He makes use’of my ollie.Vhe'mn.st 
ip loi all ejeileal work and alien,1 to that himself. I am ofteniiines not in the 
olliee when it liap|iens. 

Q. Yon py yon are often not in the oniei- .. there to do ibis work 

bill \oui ollne sla lids I here as the New ,lc-r.sey olliee (or the time beine'’--\ Yes’¬ 
ll is kej.l open all day long. '■ ’ 

H. So that the proyision of the law reipiiring the olliei- to be k,-pl oi.en during 
bn.siiup hours IS eomplied wilh.'-^-.\. Yes; there is always somebody there. 

il. \ou tlial you liud or^^ani/rd a ^-ood inauy coiijpauirs loi-Wliit- 

iif-y.^ \\ hal otlirrmni linvi‘youoipini/^^.d(.ompanu s I'or; Mr. ^'olilrU, ini iuslaucuV— 

il. Can you lull alMiul how many > 011 have or;;aiiizud tor him?—A. I'ost^ihlv l^Oovlio. 

^ C. .Vnd m tlmsu casus you havu onhnarily rusi^uiuil inmiudiatuly aftui wards','-A.' 

C- ^ an yon us llu'names ol some uou have ory:anizu«l fur him''—\ Well I 

can not answen* llial offhand. ’ 

il When you syuid in the inrormation wi' liave a.sked for, will you kiiallv iiielmle 
Ilium also.—i(.“s. 


UO.MULIKI) WITH TIIK L.\W. 

Q. .By Afr. F.MKii it.Mi.) Section 4.'! of the eorporalioii l.aw of New .Jersey savs: 

II I report, or statement, now or hereafter re(|nired by any law of 

ns - tale lo be made to any olln-er or department of this Slate, or to la- piiblislied 
<' , oi le.-orded, by any i-orpination, doinesti,- or loreign, shall, in ad.lilion to the 
oilier matter re.|uired by law, set forth the lo.-alion (lown or city, street and mini 
«■ . il niiinber there inay bei ol its prineipal ollic- in Ibis Slate, and the name nf tho 
■Ill lliei(-in and in charge thereof, and upon whom proeess against the eorpiiratinn 
iMUy l)(‘ sri‘vu<l. ■ X 

llayi-yon (-oinplic-.l with lhal?—A. Yes, I Ihink I haye. 
e Not “think, ’ bill liaye you complied ?—\. Yes. 

siiioiii?«-.illon*'‘''''-Y''''’* fionerally the amount of the i-apitalizatiori, 

. ,01(1, S-)0,(l(KI, or SlOO.OOir—A. it runs from };,')0,(HIO and .'tdOlkOnO up 1 1 $2111),000. 

1-1" the in.-or|ioratmn nf the .Monigoniery Tc-.ylil,- Company, it sei-nis tn me ynii 
.-10 to iiiiy,. some re(-nr<l nf yonr eonnei-lion with if.'- .V. Well, I did not ,say Unit 1 
."-. '.i •‘^'"I|i|y say I make the niemoranda al the lime. 1 do not nreten.l to 

Iiiiiit the names ol the companies to nieinory. 

h-i\v , eompanies that yon haye organiz,ed?—A. Yea, 1 

.\ ,1H >0" flive n ('omplete list of all of them within lit) day.s’?— 

wiii,.|, i'I ^'"'i o'V,oanii-a nf all the eoiniianies I know anything alamt,'witli 
Olive hail anything to do. 

forin-il C'oi-C'r M.ii.i.oKY ) In sjieaking of resigning, did yon mean that yon make a 
wilb'tl, '‘'’'(''"““Oil?—A.^ 1 (lid not i-xaetly mean ri-.dgning, hut .severing I’nv relalioii 
this ^ simply say, “ I lave yon got an olliee elsewlu-re, or <hi y. -11 desire 

'villi iiiu tiiuy isiiy, "We have one.” Of course that settles the business 

Sl-lA-7y 
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Q. U(i you always know when the corporation wishes to regard you as represent¬ 
ing them? Is that always uinlerstocxl between yon and them, or (foes it drift along 
without your Ix'ing positive that you are or are not representing them?—A. Yes, I know 
when 1 do; they may think I do' not, but I do. For instance, I ask them to do certain 
things, and they do not do them, and if they are not done, I am not and will not until 
they do them. 

(Testimony closed.) 


W.esiilNGTON', I). ('., yoivmhtr HI, 189!). 

TESTIMONY OF MR. CHARLES N. KING, 

Semlm-ii iiikI i/riimtl mana'jer nf the AVic Jcrxcij .igemy. 

The commission met at lO.o.'i a. m., Chairman Kyle presiding. Mr. (diaries N. 
King, of .lorsey City, N. .1., was introduced, and, being duly sworn, testilied as 
follows: 

CJ. (By Smiator Kvi.n. ) What is your name?—A. Charles N. King. 

Q. (By Mr. .Iknks. ) Ami your aildress?—A. 243 Washinglon slicct, .lersi v 
City. 

Q. What is your business?—A. 1 am secretary and gemwal manager of the New 
Jersey (ioriiorations Agency. 

Bl'SINK.SS OK NKW .lERSEY COUl’OnATlO.NS .lUENCY, 

Q. Will yon tell us what the business of this corporations agency is?—A. It is 
organizcil for the jiurpose of furnishing corporations with all of the facilities for coin- 
plving w ith the laws of the State of New .lersey. 

'Q. What are the special provisions of the laws of New Jersey that arc to be car¬ 
ried out by this corporations agency?—A. Furnishing them with'an otlice, the kei'ping 
of their transfer ami .stock hooks, the tiling of tlu*ir pa|>crs as riMinired by the statute. 

il What pai>ers are required?—A. They haye to tile annually a re|iort of their 
otlicers and dirt'ctors, and they have to make a statement to the State yearly ri'ganl- 
ing (heir capital i.ssued, for the ])nrpose of taxation. 

tj. How many diffi’rcnt coi'isirations are represented by youidtllce?—.V. 1 l ould 
not tell you exactly, but there arc setcral hundreil. 

(J. Can you give us an cstimati'as to the total amount of capital reprcscnle.l by 
those cianpanics?—A. No; but it is several Inmdreil millions. 

Q. IMeasi* mention the names of some of the more jironiinent ones that have (heir 
oflices with you.—-A. The .Amalgamated Cojiper Company is one, with a capital nt 
$7.o,(kK),IKI0;’tlic American (dr and Fiamdry Company, with $(>(),(X)tl,(KK); the .\iiier- 
ican Thread Company; the l’re.“scd IStccl Car Comiiany; the American Soda Foimlaia 
C<mi|)anv. . , , 

(J. That is perhaps sufficient. Could you have prepared m your office ami tile w illi 
the commission a list of the companii's that ymi nqu'esmit, with the capilalizatinti el 
each, and w ill you be kind emaigh to do so?—.A. You cmiM get alt tbat at Tri'iileii; 
their certilicatiV are lileil in Trenton, and their capital. 

(i. With the name cif the agent?—A. Yes. 

cy Is it a fact or not that this reipiirement of the law that the name of the resi¬ 
lient agent shall be tiled with the secretary of state is carried out?- .\. Yes, it is witli 
our company. 

tj. In every ca.“e, thi'ii, where you have been mentioned as agent, that will appeal 
in tile records at Trenton?—A. Yea, in every re|«irt that is tiled there it is stated. 
We have regular printed reports, and it states who the agent in charge is. It nia> 
Ixi me personally or it may be our corporation. 

Ci. Do you know whether that provision of the law is invariably carried out m tiie 
secretary'of state’s office?—A. Only so far as relates to our company; we see. that it e. 

(j. You see tbat it is?—A. There is a penalty for failure to tile tliat report. 

Q. In the case of a company that you represent, you are certain that either I ic 
name of the company or your own name as agent diws aiipK’ar in the records m tl"' 
office of the secretary of staffi?—A. Yes. 

Q. The commission would like to have you file a list of the comiianies you repi - 
sent, with their capitalization. I might jK-rhaps give the reason why. It is (|m •' 
possible that there may Ite in that list a numher of large coriioiutions that wc niivi 
wish to know something further about, and in this way we could get the 
tion as to what thev are—what their capitalization is—more conveniently llum . 
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sending a clerk to the office of the secretary of state.—A. Do J uiKlt^rstaii<l that you 
want a complete list or the latgo companies? 

Q. Supposing we say the companies with a capitalization r>f ^>250,000 and above 
that.^ 

Q. (By Mr. Farquhar.) Is there not a system of illegitimate certilioation in tlu? 
State of New Jersey by irresponsible agents, lawyers, and others, who, for a small 
fee, get the certification of certain coriipanii's, ajid under that certification havt* issiK'<i 
.stock and sold it in New York City?—A. Well, sui;h a thing may hapiKui; it is never 
done with our concern. 

Q. 1 did not speak particularly of you, but of your own knowhMlge.—-A. No; not 
of my own knowledge; I could not state. 

ST(K’K AN’I> TUANSFEIJ OFKICK. 

Q. (By Mr. Jenks.) With reference to these hundreds of companies that are reg- 
isteixHi in your office, do you in every casi^ kec}) the stock and transfer hooks of the.se 
companies in your office?—A. Yes. 

th In the cas(.‘ id tran.sfers of stock, are the tran.sh'rs regularly made in your 
ofiici^?-'A. The statute provides that every corporation shall maudain a principal 
idlice in the State, where tliey can havi^ their stock transf(‘rml. We tran.sfer that 
stock or s<‘e that it is transferred. Those hooks are delivered to us, ainl tliey are 
i'oiningand going all the while. AVe let them out to he written up. Now, take 
small corporations; tlu^y may not luive any tran.«fers at all, and others liavetheui 
(‘Very day. There is a list furnishiMl to us, either daily or weekly, by tlu* large cor- 
poialions, and we ke(?i) tin; books jiosted; but they do have transfers—the statute 
permits it—in oth(‘r States. 

Yes. Ofcour.se, then, with reference to these larger C(.)mpanios, wliere theixi 
are frequent transfers of stock, as I undei'stand y<ni, you have Iransfer books of all 
Ihese in your office. If they make transfers, «iy in New York City, tliose transfer 
are re]>orh*d ti) you at least as ofliui as once a week, and yon p<)st your books uj) as 
often as oiicci a week?—A. You say where tluiv transfer every day? 

(i. No; when* (liey occur right along? —A. No; some of tfu'sc are taken monthly. 
It just depends on the activity of the stock and how much time it tak<‘s to keep it U]). 

In cas(‘ the stock is not very active, in case there are only a f<‘w trairsfers every 
(lav, in soim* ea.ses you post those hooks oiiee a month?—A. In some cases, but we 
liave slips and keep them there right up. 

(d- !^o that on any day it would Ik.* jiossible ha* a stockhold(‘r of one <d those com- 
](anies, wlio should prove to you clearly that he wa.s a stockln.dder, to see ju.st w’hat 
ili(* list of stockholdens of that cum]>any was on that day, and what the holdings (d 
(‘ucli stockholder were?—A. Yes; In* could a.sc(*rtain who is a stockholder and what 
his addrcj^s is and how many shares he holds. 

ti. He could do that any day in your ()lfice?-^A. Yes, gcaierally. 

Dl.Sl’LAY OF NAME—ANNUAI. KHFOHr—I.I.ST OF STOCKHOLDEKS. 

ti. With reference to this other provision of the New .lersev law, that hefon* the 
|uiiicij)al ofiice there shall 1>e k(*pt a sign giving the names (d the corporations repre¬ 
sented tliere, is that provision of the law carried out by you regularly?—A. Yes. 
ti. invariably?—A. Yes. 

ti- What jirovisions do you make with r(*fereiice loseeingthat the corporations rep- 
res(*nU*d by yon conqdy with tin* provision (d the law re(juiring the making (d annual 
!((Mats?—A. The notice's from the stab' lioard of asse.ssoi’sor the c(aiiptr(*]ler are sent 
lo us, and we st‘e that they get to each (corporation, and the ivports are made hack 
to ns and we send them to Trenton. From tlie time they start until they tinisli they 
j>rohal)ly go through our ofiice half a dozen times. • 

ti- That is, in case there is any delay nn the* part of the* corporation that seems to 
he so muich tJiat it is really violating the spirit of the law, you notify the corporation, 
"f course, and «‘e to it that they are k(‘pt up thoroughly?—A. Yes. 

Q- (By Mr. Farqujiar.) What is the penalty for not making a report?—A. On 
'•Iheers and directors I think it is $200 for each offen.se, and I do not know but tlie 
diivctorn are liable too. 

0- (By Mr. Jenks.) Do you keep regularly also in your office, for tlu‘ use of the 
stockholders, an alphabetical list of the stockholders of each corporation, so that that 
b(* consulted, or do they have to iiujuire from tin* clerks or the iMxiks?— 
A. Well, the statute reqiiiri*8 that that alphalwtical list be postetl 10 days l)efore the 
annual meeting, and we hammer them until we get it. 


> Not lllcd. 
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Q. You 8 ay it is muly at the (‘lection?—A. Yes. 

Q. But lias not that law been anien(U*<l so that at the present time it require^i that 
this list shall be kept up re^rnlarly?—A. No, sir; not to my knowledge. Your stock 
ledger or transfer book is accessible to any stockholder at any time. 

Q. Ten days before?—A. Yes; tlie alphabetical list is reijuired to be tiled 10 days 
previous to tlie annual met'ting. 

AJ)VANTA(Jt>< OF NEW JKK.SEY (oJU'OHATJON l.AW. 

Q. What sp(*eial advantages does N(‘W Jersey offer to forc'ign corporations to incor¬ 
porate in that State as compared with other Stat(‘s, New York forexamj)k‘?—A. Well, 
there are a great many of tliem; I do not know just what one to touch on. 

il. IMease enumerate the ones that have oceunvd to you.—A. Well, in llu‘tii-st 
place, I think they can get a more liberal charter in New Jersey than they can in New 
Vork. 

Q. In what particulars?—A. I think tliat besid(‘.s that the stockholders, and 
directors, and otlicers of the company are better protected under New Jersey. 

Q. (’an you mention the particulars?—A. Asl uiidersland it, in New York—suppos¬ 
ing 5 men associate themselves into a corporation under otir laws they can ])av—and 
New York, too—a certain amount, a certain juTci'iitage of tin* par vahie of that stock. 
Supj)osing tliey call for 50 per (‘(mt of that stock and it is [taid in; they run along and 
do not r(‘(|aire any more. They are Ixdh subject to 50 percent when'(*ver il is calle<l, 

Q. (By S(‘nator Kyle.) That is in New Y<u-k Slate?—A. lit both States. Weil, 
if ther(3 did come a time when they required more ea])ital and they called upon llu'm’ 
each man would he liable for his other 50 per cent. In New York State if 4 men arc 
no good, fail in the meantime, I believe the fifth man is liable for il all. I thitdv so. 

t^. (iiy Mr. Jenks.) J)o y<ai think of any other provisions that are speeiallv 
favorable to corporations in New Jei>ev?—A. Yi's; it allows a corporation bv a 
two-thirds vote of the stockholders to consolidate w ith oth(*r corporations, and ian* 
man can not block the consolidation. 

(b Is not a merger of different corporations possible in N(‘W York also?—A. No; 
J do not know whether it is or not on a two-tbirds vote. 

Q. Do you think of any a<lvantages that New .b‘r.sw gives in the line of laxaliou, 
license^ taxes, and so on?—A. On filing a certificate in New .Jersey, you jiay w hal 
they call a filing fee. In New York y<Mi not only have to pay a tiling fee, hut you 
have to pay on(‘-eighth of J per e(*nt on the authorized capital. In New J<*rsey you 
pay one-t(*nth of 1 percent y(‘arly up to one-twentieth from 

to $5,(KK),0(K), and $50 a million ovt*?' $5,t)(K),000. 

Q. So that New' Jersey really encourag(‘s the incor)ioration of companies with vt-rv 
large capital by les.sening tlie taxation as the capitalization iiieivases? 

Q. (By Mr. Fauqumah.) On a sliding scale?—A. Yes; it would he a sliding sejiN*. 

(i. Is it on the authorized capital or tlie paid-up capital?—A. On llieeaiutal issued 
an«l outstanding. But New York, as I nmlerstand it, taxes flu* nominal capital onc- 
(dghth of 1 percent. A company with $1,000,000 capital, when 1 lK*y liie a cciiili- 
(;atc in New York, would have to send $1,L^50 to the .secretary of stale. 

DESIKABILITY OF II.WINXi A LIST <»F H'l'OCKIIOLUKas IN' \ liKOISTEKED OFFICE. 

Q. (By Mr. Jenks.) How long have you been engaged in this business that you 
liave now, in connection with tins trust company?—A. I tliiiik since ISOo in ilii,'^ 
company; hut 1 fir-st ernharktMl in this business in hSOl or 

(h Jn another companv?—A. Another comj)anv; wh. 

Q. With referemx; to tfiese smaller conqmnies, where transfers <d‘ stock are c(tiii- 
paratively seldom made, do you eonsuh*!' it a math*!' of imporfanee in the law ilial 
tin* stock and transfer hooks fx? kept in a public oH’m-c of this kind, in (U'der that tlie 
stockholdei's may he able to sei; at any time who tluar fellow stockholders aic'.' 

A. Well, yes ami no. If they had a list then*, that would In* suliici(‘nt; and if tin y 
did not, why 1 think the hooks ought to Ixi kept there. 

Q. 8 o that tiiev can he found at any time?—A. 80 that a stockholder can a.-Jciu hiiii 
who the stockholders of that company are, their addre.sse.'^, and the number of shaivH 
they hold. 

Q. In the case of the smaller private corporatiiuis, where then* an*, \v<^ will say, 
from 5 to 15 sPxklioMers, where there are prairtically no transfers of stock, whaf is 
the reason for having this list there? Is there any n*ason particiilariy, or is it sim- 
idy for unihirinity?—A. Suppo.sing 14 of that company know all about that cotpoia- 
tion and the tifteentli man does not know how much tlie holdings of the other D 
are; the principal office in thi.s State is the only place where he can ascertain tliut 
tinder our laws. 



1109 


STATE CORPORATION LAWS, ETC.;—KING. 


Q. So that, .von think even in (he case of these smaller i.rivale eorno.-alions it is 
tiiat tlui jn*<)viHion of tlie law bo lived up (<> rij;i<llv?—V 1 think so* 
y(^s. ' ■ 

IS TIIlC I'OHLK’ IIEITKU l*KOTE(TKI>? 

Q (By Repn’sentativp JaviNdsTos.) Voii said a moment at:o that von thouelit that 

in New .lersey tlic oHicers are lietter protected tlian in New'York and oilier States 
and that is one reason why tliere are so many cliarters taken. Is the pnlilic lietter 
prolccled 111 New .lersey at tiic same time?-A. Yes; for the reasons that 1 slate If 

"!".T 'i "‘V’"' "1^'" "'oir slock, and if tlie fifth man, as 

I staled Ihere, is liahle tor tlie oilier lour, thal is not so in New .lersev and that is 

one prelection. • ’ 

(J. lietler protection to the slockholder. The (|ne.slion I asked you was (his: Is 
(he imlihc lielter protec ed; ll these trusts and eomhines are an evil, voii liave to 
lake ll lorfii-anted that they are an(af?oni,stic to the iiilcresis of Ihe eomiiion neoiilc 

I I (hey were cliartered in New \ ork, would the public he better iirotectcd there lliaii 

III New .IcrsfW;—A. I tin not think ho. 

(,). Is there any protection In (he imblic any wav in (he whole bnsines.s’—\ I’nder 
Ihe New .lersey law? 

ty ((r ally Ollier laws aiithorizinjj these comliines .and (rusts—is tliore any nrotec- 

lion lo the public?—,Y Yes; I think the jmblic are better protecled under Iiiir laws 
(.) Noil may slate lo the eoiiimission how.—Well, when you speak of the imblic 
do 1 iiinh'istHiid the HlockholdiMs.'* ’ 

ty No; indeed you do iiol. They are anythiuf; else hut the stockholdei-s. 1 mean a 
man that does not own any stock at all; that does not know anvthini; about Ihe 
(■onipany and can not know anythniK about il. -A. Well, wherein woiihl he be huiT? 


ly. W here do you make your money if you don’t make it out of (he piiblii-'’ You 
doll I rob each olliiTiind niaki* it out of each other, I hope?—A Well if Ihe public 

..''''l<“-“''ickln)ldersiii thal ciirporatioii, they participate ill theearniimsof’thecompanv. 

I understand. lake Hie steel trust, take anv trust thal voii are a^i'nl for all 
tlu'ir money IS uia<le out (d the public?—A. Yes. 

Hut how is it tliatthe public i.^ [iroli'cted under the laws of Xrwv .lersev if Die 
s1o( kholde?-s and oHicers arc bcttiw prot(M*te<l, as voii stated, in New Jersev’than in 
:iiiy other State? How is the pubhi- protected, if at all?—A. Well, the onlV answer 
IIkiI 1 can y:ive you to lhat- 

th (Interniptino.) Waitamomont; may bo yon will nnderstaml. Now. tben, if the 

laws o| \cw .lersey are more favorabh- to money making' by that pi'oeess than tho.'^e 
ol any other State, then it nm.'.it be lor a seltisli, purely a seliish reason that tbev take 
lln‘ir rnaimrs there. Tluai it wouM .xeein a natuial inference that Nmv York* eares 

inort'lor the puldie than New .lersey, as she doi's not have the sanu* statute?_ \. 

1 he New .ler.^ey statutes have heeii pndty well adjudieate<l, and tliere corporations 
know just how mueh i.roteetion tluw and where thev stand; and in a irreat manv 
"I lliese other Stales th<*y do not. 

(h I by Senator Kvi,k.} Your staUanont was that in (Use of delits, in the State of 
New \nrk, thi'oneman, tin* lifth man, would Ix^ holdeu for it all?~A. That used 
to he the luw, and 1 <lo not think it has lieeii n*jK.'ale<l. 

H - hut in .New .lers(\v?—A. lOai'h man is only liahle for the amount of stock that 
lie holds. J think that is a just law. 


SIIOI'I.O rilH .\NNl Al, KEI’Oiri’ INei.lDi: A UAI;AN<’K SHRI-U’? 

Q- (Ily Mr. .Iic\ks.) You spoke of Ihe annual rejiort that had to bo made by those 
col pt nations, ('an you state what is eontaiiied in that annual n‘port?—A. A list of Ihe 
o ‘ directors, and when they were elected, and how lony: they ar** i.‘loctod for. 

'\ilh the ad<lressos, I supposes of the <»Hieoi’s?—A. Well, vos; they have to 
yi\'o tlicir husiiu‘ss adili'oss. 

i’hey may J.UVO as thoir business address your oilioe?—A. Tf tliiM'orporation is 
otated with us they ean tfive their Imsiness aihlress with us, ami all communieations 
uH I’ome to our oHiee for auv stockholder or director or otlicer of tlie eompanv are 
•''I'WMifh'd to him. • 

V tV" fh'"k that it would be a greater proteetion to the puldie—thal 

s, to the purchasers of tlie goods of these eompanies—if they were re<juire<l to giv<s 
ll atUiitiou f(, tlu'.se facts, in their annual report also a halanee shei^l showing the 
*‘*f *^*0 Imsiness, so thiit wouhl-he competitors would he able to judge some- 
' iM Jx'tter whetiu'r it wouhl lie worth their while to engage in eompetition with 
iem.--A. No; j do not. 1 think lluU would he giving awav the business of the 
concern to the competitor. 
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Q. The a-ssumption is, of oourw!, that, if a report, of that kind wore required a 
fliiuilar report would in*, required from all of the competitors, so that no special 
advantage woulil l)e given to one over the other in that particular. Do you think 
that this would he giving more than the public interests would require?—A. I do- 
yes. 

Q. (By Representative Iuvinosto.v.) You have got a publics franchise granted by 
the .sovereign State of New .fersey. VVhv not give the <-itizens of New Jersey all and 
any information that will better their conditioti? Why do you want a public fran¬ 
chise and then want a private i-orporalion? What is there rightabout that?—.A. The 
citizens of .New Jersey may not be dealing with that corporation at all, and why 
.should they w.vnl any information regarding it? ■' 

tj. Why do you want any franchise at the hands of the |ieople if you are not will¬ 
ing to give the people all the information they ask? l’»ictically you get this fran¬ 
chise fnim the people through their re|)re.sentativea?—A. That is right. 

Q, Now, then, when the people ask for informatioti, why not ju.st give it? Yon 
.say because it would be giving away your private business. Well, you did not think 
of that w hen you went to the public for your franchise, did you?— A. Thepublicmav 
iiot 1x1 your com|X‘titors; but you may have competitors, anti in giving it to the puii- 
lic you would have to give it to your competitors. 

Sllotu.l) TMK .tiniCLES OK IXtVlHlXtR.^TION DESCRIBK .\.NV IMtOI'KKTV Oil SEItVlCttS 
UECEIVED FOR STOCK? 

Q. (Bv Mr. Jenks.) The suggestion has been made here that it would Ik; a protec¬ 
tion to tlic public if, when a corporation fileil its articles of incorporation, it were 
retpiired to state not merely the amount of capital stock, but also for what that ca|ulal 
stock was issued. That is to .say, a certain pro[)ortioii of it would be issueil for cash 
paid in; a certain pnqiortion for property. It has been suggested that the amount 
1 x 1 named that is rejiresentisl by projierty, and that there be added to that a list of the 
properties with their location.' In the .State of New' York it is provideil al.so that 
stock may be issued for services performed. It has been sugge.sted that the amount 
issued for services-A. (Interrupting.) You can not do that in our State. 

Q. I know you can not. That the nature of the services and the amoitnt paid for 
those services should also be namtxl. Would you favor any addition of that kind?— 
A. No, I would not; and I will ti-ll you why. Yott organize a conipaiiy to take over 
a jiatent. Now, until that iiateiit is exploited, nobody knows really the value of ii. 
The vendor or owner of tjiat {intent may think it is worth millions, like OoloncI 
.Sellers, and it may turn out to lie worth millions and it may not. So how would yon 
do? Ottr law reipiircs that when this stock is issued and fully [laiil a .statemi-ni in- 
filed .showing how much is ]iaid in in cash and how much in iiro{)erty, and that has 
to lie filed w ithin t<-u days after that stock is issued. 

Q. But you would not favor making a further (iroviso that whim it states how 
much is rejiresetited by projxirty the {irojairty itself should be named?—A. No; I 
would not. 

Q. With its location?—.V. That would Ixi a hard matter to gc-t at in the ca.se of 
patents. 

Q. In the ca.se of a patent, this suggestion lias lx‘en rnaile to us—it might simply 
say so many htuidreds of thousands, so many millions, stand for such a {latent?—.!. 
Or jiatents? 

Q. Or {latents. In that case the idea is, it should name the specific {latcnts that it 
stands for.—A. Some of them would be required to file a {iretty big statement. 

Q. True enough, a pretty big list; why not?—A. But I think, if you will pardon 
me, 1 think that if any stock is issued for .services it should Ixi stated 

Q. The amount that is issiuxl for services and to whom {laid?—A. Yes. 

Q. In the fttate of New Jersey no stock is issued for services?—A. Under our law 
I believe you can not do that. 

NEW .lEliSEY NOT THE MOST “LIBERAL” STATE.—WHY IT OKTS MOST COllPOKATIONS. 

Q. (By .Senator Kyi.e.) Is not New Jersey more liberal than any other .State in the 
Union in regard to granting charters to such corporations?—A. On, I don’t know. 

Q. What other States are as liberal?—A. I have understiHid that West Virginia is 
a pretty lilieral State. Tliey are so liberal that they don’t require anything down 
there; but I have always Ixien given to understand that corporations orwnized in 
West Virginia have considerable difflculty in placftig their stocks and bonds. 

th Why is it that so many are iiicor{iorated in New Jersey?—A. I mentioned the 
better protection that New Jersey gives to the stoeklioldcrs and directors. 
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Q. (By Mr. Ratchford.) If tlic laws of West Virfiinia are as liberal n.s lli.ise of 
New Jersey, how do you aecoiint for the fact that 90 per cent of the eorporatioiw are 
organized m New Jersey?—A. Beeause West Virginia limits them to $.'),tK)0,00(), 

Q. Then in that particular sense the law is not as liberal; is that right?—A. That 
i.s as I understand it. 

Q. (By Senator Kvi.k.) W'est Virginia is ju,,!, as liberal as regards the liability of 
stockholders?—A. I guess they are more so, beeause they do not reipiire anything; 
and f do not know what more you want than that. 

NAME OK KKSIDKNT A(iENT (’AN ALWAYS HK. FOKNl) AT TliEN’roN 

Q. (By Mr. Farqiiuar.) Are there parties in New .lersey that secure corporations 
and are nominally agents, that go to Trenton ami tile the papers, and cease to be 
agents within 24 or 48 hours after the tiling of the papers of certilication?—A. 1 think 
that is possible. 

tj. (I5y Iteprescntative Livinorton.) That is [iretty liberal, is it not?—A. Well, 
when they tile that report of their ofiicers and directors, it shows who the agent is, 
ami he must be a resident of that State, or a corporation. 

(J. If this agent, within 48 hours after the articles of incorporation bale been 

tiled, re.signs his i)o.sition as agent- A. Exemse me one minute. He could not 

resign until after that corporation w’as organized. 

<1 (By Mr. Eauquhar.) It is organized before yon file them.—A. No; not under 
onr stafut(>s. You can organize, but you can not do any business until after yon have 
tiled that certilicate with the secretary of stab'. 

ty (By Air. .Ien’Kh.) Aftm' the certificate has been tiled the agent may then 
re.sign?—A. Yes; but they would have to amend their certificate to slate who the 
agent is, or file an appointment of a new agent. 

ty Do yon know, as a matter of fact, if the names of tin' agents do always ajii'car 
in the jiaiiers that ari' filed in the ollice of the secretary of state?— A. The statute 
rei|nires lliem to state in their certificate the primaiial ollice ami their agent. 

ty 1 asked you if you liad any definite inmrmation tliat, as a matter of fai4, lliat 
law is carried out in that |>articular?—A. Oh, I am pretty certain tlmt it i.s. 

ty Abut think tliat in the ollice of the secretary of state it is invariably possibh^ to 
lind the name of the resident agent who is at th.at tirm^ acting agent?—A. Ves. 
ty And not tlie man wlio Wits first a])])oinleil a.s agent?— A. A'es. 

<y A (jiieslion askc'd a imjinent ago wa.s not ansvv(!re(l, a,s to wliethor von have any 
delinil<? information regarding iteople in tlie State of New .lersey wlio'jiermit thefr 
rianies to he used asagentsof corporations and then immediately afterwards re.sign as 
agents'.’—A. I have no definite knowledge of tliat, hut I have li'eard so. 

ty A’on liave heard tliat is so, tint yon liave no definite knowledge'?—A. Tlie first 
iiiforination I liad of it was a report'from a party that was down here liefore yonr 
coiiimi.ssion. I did not tliink it w’Rs jKissihle that a man would do that sort of tiling. 

INCOME OF .NEW .IKHSEV FROM C0K1'0K.\T10\ TAXER. 

ty (By Air. Ratchforp.) Have yon definite information as to ttie amount that 
accrues to the State annually from the organizatitin of corporations?— A. 1 Ig'liove in 
the statement of tlie la.st tiseal year it was $ 0 , 08 , 01)0 or $.'528,000 tiling fees. 

Q- (By Air. Farquiiar.) Filing fees?—A, Filing fec.s. The State charges 20 cents 
a Ihon.saiid, but in no case less than $2.5. 

ty But you have no knowledge of what tlie State gets througli the taxation ol 
stocks?—A. No. 

(Testimony closed.) 


WAiSTIINoton, D. ('., Aarrmhrr /•>, Iti'M. 

TESTIMOBTY OF MR. ANDREW PARKER NEVINS 

Attorney ot hu\ 

I ju‘ roiniTUHsiiAii niet at 10.55 a. m., Cliainiian Kylo jtresidinp;. At 11.40 a. m. Mr. 
Atmivw Tarkcr Nc.viiiH was intnxluceO an a wiliuiHa, and, duly sworn, tcHtilied 

asf.4lo\vs: ? . s . 

Q. (Jly Senator Kyle.) State your full name and j)OHl-oflict‘ address.—A. Andrtjw 
n 149 Hroadway, New York City. 

(l>y Mr. Jenks.) Wliat is your business?—A. 1 am a lawyer. 

Are you connected in any way with any West Virginia trii.st eonijuiny with 



1112 HEAlUN(iS BEFORE THE INDUSTRIAL COMMISSION. 


whicli West Virginia <‘on)orations are registeroil?—A. I am <'<>unsel for the OorjKn'a- 
tiou Trust ('()m])any of West Virginia. 

Q. Wlau'e is this corporation trust coinjiany locat(*(l?—.\. Its principal office is in 
Cliarlcston, W. Va. 

(J. .\n<l tlicN' have a branch office in New York?—W(< have an agency in New 
York. 

(^. Ami you represent thi*m?—A. Yes. 

WRST VIKOINI.X ('OUt'OK.\TION L.AW — UKCKKSJONT.M’IVK—LIST OK STOCK 1 lOLDLHS. 

(i. Whataio tlie provisions of tlie W(‘st Virginia law l•('ga^]ing repn'sentation ])v 
ponu‘ agent witliin tiie State?—A. Within 30 days after tlie agreement for incorpora¬ 
tion is tiled willi the secretary of state, tlie company my.'^f tile with the secretary bf 
state a power of attorney, sworn to liy the president ot the com[)anv, designaiin<>- 
.some pei-son n'siding in the county in the Stale of West Viiginia'in whicfi the 
cevtiticate of itu'orporafion Is tlle<l; sai<! pm^son to lie the legal representative or agent 
of the company in tfiat State. 

(h Each corp(*ration is reipiired to have an agent in the State?~A. If it does not 
have one the charter is liahle to forfeiture. 

Q. What are tlie reijuirements with reference to thi.s principal agent, or principal 
otticc, as to the husim'ss that it shall <lo, the n‘p(u1s that it sliall keep in the ollici', 
etc.?— A. The power of attonu‘y appointing the agent is recorded in the ofliceof the 
county clerk, as I sai«l before, of the county in which the certificate is filed, and als.» 
in the ofliceof the secretary of stat(‘of West Virginia, llis .specific function is f(, 
accept process in ca.se proce.«s is neces.sary a^Minst that eomjiany. You will Ix'ar in 
mind, gentlemen, that hi.s liiisiness is especially with refm'cnce to <-ompanies wliicli 
are organized under the laws of West Virginia, but <loing )>nsiness elsewliere. To :i 
certain extent, tlu'refore. Ids fumdimi is similar t<» tliat of the (.’orpomtion Ageiicv 
which Mr. King has testified about, and also other com})ani(“s situated in New Jersev. 

(2. Tu tlie State of West \ irginia this agent of tin* <'orp<tration must ke(‘p in his 
ofli<v a list of the »»tlic('rs of tlu‘corporations, so that In* can coninumi<;ate with thiMu 
at any time? -A. lie does .so; whether liy tlu' law he is ret|uire<l to J <h> not know; 

1 do not think lie i.s. 

<.2- Is there any re(jniremont in the laws of Wt'.st \'irgiida with reference to ihr 
ke«*j>ing of tfie stock ami transfer hooks of the company within tin* State?—A. No. 

(2- Is thm-e anv provision with refererux' to the keeping of a dui>li<-ate list of stoi k- 
holders within t)io State?—A. I believe lluae is not. Tlu' list of incorporators, of 
cour.s(‘, appcai-s in the original <‘ertificate of incorporation and al.si* in the eluirter. 

SlTf.S OK V COMIWSY. 

Q. Is it also possible under tlie law of the State of AVest Virginia for a comji.anv 
ine<u-|)orated in lhat State to liav<‘ its bu.siness carried on outside entirely, and lln* 
list ot stockholders kept outsirle entirely, in sndi a way tliat a stockholder residing in 
West Virginia wonl<l hav(* no means of finding out wlio his fellow-stockholders u< n' 
and tlie amount of flieir holdings?—A. Th(‘ inetfiod of obtaining smdi information hy 
such a sto<'khol<ler as you suggest would Ik- to consult the certificate of incorpoiatiim 
and find out ju.«t where tin* legal situs of the company is. Tint legal situs iseithn- 
that situ.s which is direi-tly siKX'ified in the agreement itself or it is where the a<'lu;il 
husinesH of tlu^ company is carric<l on. 

(2- The place where the actual husine.ss of the company is carried on is also liU'l 
in the arti<*les of incorporation?—A. No. 

C2. Mow can you find that out?—A. It is siijipo.sed to lx* where it isspecifie*! in tfn* 
charter, and it usually is. 

(2- But not iiecessarilv?—.A. Not neces.eiarily. For example, von can hav(‘acorn* 
pain organizcil under tlie laws of West Virginia whosi* ]u-incipaf plai'e of business i.s 
in tlie city of New York. NViw, that c<.mipany is not limited in its <‘orporale udivity 
an<l tninsacti<.uiH to the State of New York or the city of New York. It can do 
ne.sH in any State. 

(2- When the articles of incorporation are filixl, is it iieces.«ary that it slmuM l*'‘ 
state<l therein that its principal offici? is in the State of New Y<)rk?*^A. It is necessary 
that its principal olfic<‘ Iw state<l. 

(2- Supfjosing that we were to take this case that yon have stated, where theaclml 
place of hnsinesH is in New York (fity, and the arti<fies of incorporation stated that 
Its principal place of hu.«jnes.s was in >\ustin, Tex.; is there any |M*nalty for that lal-'i- 
/icatioii?—A. I should not c(>nsi«lcr it a faisiliiuition, because it may be the intcnl’oM 
of tlie jncorixirators at the time to have the place business in Austin, Tex. Bui 
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f Hai<l before, the laws of West Virginia are not spooifio as to wlK'tlicr the acliial i>ia(‘(‘ 
of business determineH the legal situs or wheth((r th(‘ s]>eeih(‘ation of agreetneni doos; 
but in most eases, as far as I know, it is where it is speeilied in the eliarfer. 

C^. It is fair to presume it would 1 k^?—A. Yes. 

il The question is tliis: Supposing that the incorporators liave fortned their eor- 
|){>ration largely for tin* purpose of sj)eculating in the stock, ami that it would be a 
desirable thing for themselves not to lx* readily located—md to luivi* (heir ]>lae(* of 
hnsiness readily located—is there any way by wliieli tin* laws of the State of West 
Virginia will j>V(*vent them from any sneh fraudulent actum?—A. I d<» not know (»f 
.^„y_|,(,SHibly by (pio warranU) pnxteedings. 

TAXATION. 

What arc the provision.^ of the laws of the State of West Virginia r<‘garding tfjo 
taxatinii of c<>rporations; in the first place, regardingthe jircliniinarv (ax when the 
articles are tiled?—A. There is no tax on the stock, as sncl>, under the stabite of 
W(‘st Virginia. If the conqxuiy is a thoronghiv domestic company—that is to say, 
if it is doing business exclusively in West Virginia, they pay an annual liemise fee 
to (be st'crefary of state of $10 a year. TJiey are not to do business out of the State. 
If, howoviT, the comj>any has its principal ]>laceof husim*s.«, let us say, in New York, 
ill tliat event the conqiany must pay, upon the tiling of the I'ertiticate of incor{M»ra- 
tion, $50 to the secretary <tf .'*tute. That is its fee. 

(f (by Mr. FARcii iiAH.) And how much thereafter?—A. That $50 is jiaid every 
\(‘ar as an annual tax. 

(f Regardless of the capitalization?—Kegardh‘ss of the capitalization. The 
maximum capitalization is $5,000,000. 

MEKTINOS—LIST OF STlK'IvIIOT.DUHS—RICI’ORTS. 

(by Mr. Jenks.) Ts there any provision regarding the holding of tho meetings 
of tlic «iiVect()i>i or the meetings of th(‘ shareholders?—A. The meetings of a corpora¬ 
tion organized undtw the laws of We.«t Virginia may he held in anv Stab*, provided 
I ho majority of tlu^ stock is represmited, and i»rovided the meeting is iield not less than 
I'l days after the tiling of tlie agreement of incorporation. 

It is undenstood, then, that the lirst meeting of the shareholdeiv must he within 
the Stale?- A. No. 

tf Not even the llmt one?—A. Not nnhw there is a mutual ngrecTneut. 

tf What provisions are made with nd'erence to the kei'ping of a list of stockholders 
tbrthe iidormation of tin- .'^tockholdcTs themscdvi-.^, at llu* annual meeting or other¬ 
wise?—A. I tliink there is no record kept. Thcr<* is a provision, liowcvcr, wliich 
is not mandatory, that a list of the s(ockhold(*i‘s be kei»t in tin* othia* of the represent¬ 
ative agmit then*. Tins is simply suggestive; it is not mamlalory; there is no pen¬ 
alty if it is not obeyc<l. Tliere is no provision tliere that the name of the company 
sliall be posted in a conspicuous jilace, which is a very proiiiiiicnt ]>rovision of the 
New .Ji'isey law. 

Thci'c is no jirovision that a list of the sto<‘kholders shall lie kept and tlu're is 
no ]icMulty if it is not kept?—A. No. 

<2- Is there any provision requiring report.s to .stockholders by directors at their an¬ 
nual nu'etings?—A. I think that is usually proviiU'd in tlie by-laws. If you would 
like to see a uniform co[yv of the by-laws—— 

Js it conqailsorv?—A. I Ix'lieve not. 

('an you furiiisb to the coiumis.sion any ]>a]K‘rs or article.s or blanks w'hich will 
show what thesi* cnstcimary by-laws art*?—A. I should lx* very ghul indeed to lurni.sh 
you w ith <*opies (»f the forms of our iniimb's. We have copies of the usual by-lavvs. 

(^ (by Mr. (JoNOKR.) 1 would like to iiKtuin* if the coiiii)any for whii'h the wit¬ 
ness is counsel is incorporated under the laws of West Virginia?—A. It is. 

(^ bo the laws of West Virginia require any reports to be tiled with the State offi- 

< ( JS?-No, 

(i- Are yoiuloing business in New York City?—A. A little business; yes. 1 should 
like to ex]>iain the general object of this com}»aiiy. 

(^ Well, I should like to inquire linst if you are compelU'd to tile or do tile any 
0 ‘|K>rts with the .^ecn^tary of state of the Stnti* of New York?—A. No; we have not 
doin'.so so far. 

(^ bo not the laws of the Ptate of New York require you to do that?—A. If (hey 
do renuire it, I have not receiv<’d noti<‘e; and a.ss<x»n as I receive notice I shall tde 
the necessary report, 

(N Ibnv long have von Ix'en doing business in New Y’ork City?—A. Al)Out 10 
months. 

Q. Not a year yet?—A. Not a year y(‘t. 
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METHOD OF INCORPORATION—REPRE9ENTATION. 

Q. That is all.—A. Now, the object, Kcntlemen, of this corporation is not quite 
as e.'ctended as that of the New Jersi^y companies. The proximity of New Jersey t(> 
the city of New York renders pos.sibIe tlie great popularity of New Jersey. I make 
that in the way of a suggestion. Perliajw not. Thi.s company is organized to facili¬ 
tate the organizal ion of corporations under the laws of West Virginia. For example 
wcmnsthavi* five incorporators to iditain a charter. If they want to organize under 
the laws of West N'irginia, and if they happen to hoar of onV company, they comefo 
me and tell me the ohjeet.s for whicti they wish to incorporate. Nece.ssarily they 
impure about the expense. ] give them wtiat information I can. I keep lilank 
forms there, and wi* ilraw up thi^ charter. Wi* si^nd it down to the representative of 
the company, Mr Harrison B. Smith, Charleston, W. Vsi., and he attends to seeing 
that these articles of agreement are tiled and that the charter is ohtaineii. The chao 
ter is sent to me and I hand it over to the company. It is a very simple matter. 

Q. (By Rejneseiitative l.iviXdsToN.) "Wliere do they organize; in your office?—A 
Not neee.s.sarily. 

Q. (By Mr. .Iexks.) They may organize in your office or wherever they please 
under the laws of the State of West Virginia?— A. Certainly; I baud tliem back the 
ebarter and t!u\v take a <*opy of the minutes and hold a meeting. 

Q (By Jlr. CoNoER.) Anywhere?—A. Anywhere they please. 

tj. Anywlieri* in the Uniteil States?—A. Yes. 

Q. Usually bohi it in your office?—A. No, not in my office; in the office of tin. 
lawyer whom they may have. 

Q. In the offii'e of a .New York lawyer?—A. Yea. 

Q. (By Mr. .Ie.nks.) Yon keep convenient blanks and forms of article.s and charters, 
etc., in your office?—Yes. 

Q. Your company supplies them for the use and convenience of customers?—A. 
The forma 1 have used 1 get from the secretary of state. 

(J. From the .secretary of stati'?—A. Yes. 

Q. So that yon are sure that the forms you have are aiiproved under the laws of 
tlie State?—A'es; the secretary of state rejiresents a great many of tliese coin- 
panies. 

Q. Will you explain a little further about that?—A. As I .said before, we imct 
have a rejiresentalive down there in West Virginia; and if any man liere shonM 
write down for information with reference to the corporation law of West Virginia, 
you would naturally write to the secretary of state. He will furnish you with I he 
necessary blank forms, )ierfectly correct, and he will act as your attorney of record 
down there if you so w'ish. 

Q. (By Mr. Jenks.) And he will, in addition to the usual fee for filing the articles 
of incorporation, cliarge you a special fx.rsonal fee for acting as your personal legal 
representative?—A. Yes. 

Q. Under the laws of the .State of West Virginia any individual, I suppose, may 
act as this agent?— A. Yes. 

Q. As well as any company?—A. In our case Mr. .Smitli msually appears ae aflor- 
nev of recoril for the company. 

Q. Instead of the company as .siiidi you have the secretary of the compani- ap¬ 
pear?—A. Yes. Mr. Smitli is not secretary; he i.s president. 

Q. In the State of West Virginia the secretary of state is very frequently appointed 
as State agent?—A. So I uii<lerstand. 


roiiroRATioNs and trusts—capitai, limited. 

Q. (By Mr. KATcnFORD.) Do we understand you to say that this company is 
organized for the luirpose of facilitating the organization of other companie.s under 
the laws of the Stale of West Virginia?—A. Tliat is true. 

Q. In other words, to make it plain, your company is organized for the pnrjios(| of 
encouraging the organization of trusts and coriwrations under the laws of West Vir¬ 
ginia?—A. I would use the word “corfioration;” I would not like to put inyscll on 
record iiixin the subject of tru.sts, beiaiise 1 think there is a decided difference he- 
tweeii triLSts and corjKmitionH. 

Q. (By Senator Kyle.) What facilities are therewith reference to the forniidion 
of trusts in your State?—A. The formation of trusts under the laws of West Virginia 
I am not familiar with. 

Q. I thought you were. It was said by the preceding witness—you were in Ine 
room at the time—that the laws of New Jersey jiermitteil by a two-thirds vote rd Ine 
stockholders the consolidation of these corporatieris. That means trusts?—A. ^ es. 
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Q. What are the features of tlie West Vir^nnia law alonj: that line?—A. I do not 
know, but I (?an titul it out for you. 

Q. (By Mr. Jenks.) You say that the eapitalization of the West Virginia ofjrpora- 
(iotis is limited to $5,000,1X10?—A. Yes; that is the niaxiinum eapitalization. 

Q. Can yon state whetlier there is any i>rovision under the laws of West Virginia 
for tlie merging of corporations?—A. lean not state that offhand; I will I<*t you 
know that. 

NO UKl’OKTS UKUIMKEO. 

Q. (By Mr. I'auquiiah.) When you incorporate a ef)nipany, that eoinj)an/ can 
change its principal place of Imsiness and its general oflice at will; and thenns a 
l.are possihdity tfiat the iiKtori^orafors are dninniies. What control has the secre¬ 
tary of state, or Inis your olHce, or has any pi'rson, over the slock of that company fi 
jHoiilhs after its organization?—A. Th(‘ ri'conl is to Ik* found, as f sai<l hedore, in the 
artich's of agri'cmcnt. 1 think the secretary of stab*, or the proj>er oflidal in West 
Virginia, should keep a record of the change of address of th(‘ com])any. 

ty fjiy Mr. Jenks.) But he is not compelled to do so under the law?~A. No. 

(y (By Mr. FAKunnAu.) And there is no charter issued by the .State of West 
Virginia that demands a report to the State of West Virginia one dav after you have 
organiz<‘<l?—A. I think not, sir. 

(y (By Mr. Jenks.) I uiuh'rstood that yon would yoursidf favor an amendment to 
the laws of West Virginia providing that such a record ho kept in the olHce «)f the 
sccrtdarv of state?—A. I think that would be a very advisable and salntarv measure 
indcM'd, sir. 

Q. Ar(‘you willing to furnish to tlie commission a list of the corporations repre- 
si*iilc<l by your company?’—A. I should Ik‘ most liaj)py to furnish you with a com- 
list of all comj)ani(‘s, together witli tlie capitalization and tlie names of tlie 
directors, if you wouhl lik(‘ it. 

cy I slionhl be glad to hav(‘ that, if yon will kindly do that. 

LIMIT OE (’AI’IT.VL—TIME LIMIT OK CJIAHTEHS—1,1 A HI lUTY OE SO >< K IIOLI »EKS. 

Q. (By S(Miator Kyi.e.) What is the object of your State U'gislatnre in limiting tlie 
jnnouiit to $r),(KK),000?—A. Well, what was in the minds of the legislators when tliey 
enacted that }u-ovision I d«» not know; hut 1 think it was a very wise thing io <hi. 
If you ))Ul a limitation on tlu^ ea]>italizatioii you luivt' one chance of determining what 
Hie ea]iital of your eompany is. You must have soukl 

\\ hat Is the limit in New Jei"sey?—A. J think (here is no limit fiiere. 

(i. (By Iteprestmtative Iavinoston.) Is th(‘re any time limit to a elmrter in West 
Virginia?—Fifry yi'ars is the statutory limitation. 

Tliere is non(‘ in New Jersey?—A. None. 

Q. (Bv Mr. ('LAUKE.) In ri'ganl to the liability of stoi-kholders, what is the pro¬ 
vision <d your law?—A. Tlu^ liability of stockholders is simply (he liability for stock 
wliii-li tlu'v own, excejit in eas(^ of money coriiorations, wliere, 1 believe, they are 
liahl(‘ for that amount nmltijilied by 2. 

(By Mr. Ratciieokd.) 1)<i you believe it is advantageous to the State to limit 
the <’apitalization of (companies to $r>,0(X),0(X)?—A. I do. 

Q. Why?—.A. Because 1 think tliat the ordinary company does not need a much 
larger capitalization than that. If you are going to have a company Avith hundreds 
<*f millions of capitalization, then there is a State provided for it. 

WATKUIKO OE STOCK—PAY.MENT OE CAIUTAI;. 

Q. Th there any limit to the watering of stock unrhu' th(‘ laws of AVi^st Virginia?—A. 
May 1 ask what you mean by watering the stock? 

Q- What do Ave moan by it?—A. Yes; I ask for my own information. 

Q- 1 shall answer it in tliis way: Is there, any limit under the laws of West Virginia 
to the creation of fictitious values or securities?—A. W(dl, Avheii a company is organ¬ 
ized there is a blank form, jiartially blank, for an application for a charter under the 
laws of West Virginia. “Any miml>er of persons iiot loss than 5 d(*8iriiig to l>ecome 
a (‘orporation for (he puqiose or business designatiHl in the second section, except for 
read jmrjKKses, shall sign an agreement to (lie following effect: ‘The undersigned agree 

to iMvome a corporation by the name of-[here insert the name by Avhich it is 

intended a corfioralion shall lie known], for the purpose of- [here deserilie 

tnllv and iiarticularly the purnose for Avhich the corporation is to be formed, and the 
kind of business to l>e carrien on by it], which corjioratioii shall keep its office or 

1 Filed with couiuiiHslon. 
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place of ])U8inesH at-, in the county of-, and is to expire on the-- dav 

of- (presuinahly 50 yeai'H unless otherwise mentioned), and for the purpose (if 

forming tlu^ said corporation we liave siibscrihed the sum of-dollars to the 

cajntal thereof, and hav(* paid in on said suliscription the sum of-dollars.’ ” 

Now, the amount of money, actual money, which must he ])aid in before you can 
get your charter must bt* 10 jicr cent of the amount subscribed for in your charter, wi 
tlnit in that resp(‘ct. if 1 may make a comparison, I tldnk we have quite an advantage; 
over th(‘ new laws of I>elaware. 

(}. And the otlu'r tlO per cent would be paid when?—A. Well, that may b(‘ paiil 
later on. 

ft must be paid soimqinie, must it?—A. Ws; just allow me to continue: “And 
(h'sire the jiriviN'gc (d’ increasing the said capital by the sale of additional shares 

from time to time U* -dollars in all. The capihil,.so subscribed is divided into 

shares of-dollai's each, which nvo held by the undersigned n^spectively as 

follows; that is to say, by-[here insert the name of each incorporator, with hi.s 

residcJicc', and ihentindierof sliares held by him] and the capital to Ik.^ hereafter 
sold is to b(‘ divided into shares of like amount.” 

Now, there (‘omes in your authorized capital; the ma.ximnm amount is $5,t)00,()0u. 

(By Mr. Fakqcu.\j{.) But the paid-in capital netsl not be tlie same as the 
authorized?—A. No. 

(J. The paid-in cajiital hsis got to bo how much? What is the least aniount of 
paid-in capital under the laws of tin* State of West Virginia?—A. I do not know what 
the least amount is. f think that most of the ciunpanies start in with a ratlu'r small 
amount to begin busiiu'ss. If they have an (mt(‘r]>rise, the value of which they aiv 
perhaps in doubt about, they do not want to start in with an enormous <'apitali/,a- 
ti(m; I mean with an enormous subscrijition. They simply want to organize and go 
aluaul w ith their hnsiness. 

(y Is it not the u.sual rule in West Virginia that tlu^ company start.s in with lu 
IX'f cent?—A. Ten j>er cent of the amount subscribed f(U‘ must be |)aid in; that is 
statutory. 

CONSOLin.VTION OK COWPAMES. 

(T (By Keprofontativo LivrN'osTox.) Tinhw the West Virginia law can (mrj)oi;i- 
tions po.ssibly c(.nsolidat(‘ if tin* consolidation will amount to over $5,(X)0,00U? .\ 
N(q 1 d(j not sta* how they possibly cojild. 

ly They would still lie limited to a (‘apital of !?5,tMt(),000?—A. 1 do not see any 
rea.'^on to j>ut a different (tonstnictiori on the statutes in that r(*specf. 

(y (By 5Ir. F.VKQcn.Ui.) ('an not one b(>ard of directors run live, tcni, or Iwcnty of 
these comjianics?—A. That 1 d(» not know. 

(T No law agaiii.st it?—A. No law against as many companies as you want. 

1’KOJ‘EKTY .\.M) SEUVU’ES KOK CAriT.M,—TIME (H-' I’AY.MENT. 

Q. (By Mr. Jexks.) In what fonii must this capital bo paid in—cash, proptaty. 
or s<‘rvices, or what?—A. The law in that regard is that projierty can he acceplcH mr 
cash. 

Q. !May services also?—A. I think .yerA’i^X’S may l»‘. T think we have no decision 
in direct opposition to such a ]>roposition. 

Q. The value of this projM-rty that shall lx* taken is (hdermined by tlie lx»ard "f 
directors at their will?— A. I presunu* so. 

t^. Will you 1 m^ kind (motign to file with the commission here the Idaiiks that y<iu 
use, so that it will show in detail the methods oj incorporation of thcs(‘ companic.V*' 
A. Yes, I will do that, and I will furthermore send you a blar.Ii form alu'udy 
filled (.>ut. 

Q. (By Mr. KATrifFoim.) I do not think you have answered tlie question as to 
the tinn’in which the remaining bO per (vnt of tln^ ca^iital shall Ik^ jiaid in?—A. 1 
think that is a matter of discretion with the board of directors. 

Q. A mutter of discretion?—A. I made that answer, not in rehu'ence totheA\c-t 
Virginia corporations, but to any corporation. 

(By Mr. (’oxxiEu.) Is it not a fact thcii that if a cornxiany is organized lor 
years th(*y may wait 4tl years and 11 months before paying the additional poi 
cent?—A. I should thinlc it quite likely, but I do not see how they could do;iiiy 
Imsiness unless thev had money in the companv. 

(i. They might efo it with the 111 per eent?—A. (Vrtainly. . 

(.^. Jn other W'ords, it is entirely possible to do business with 00 per cent water nn' 
10 fxT cent paid in. (hi tin* pavnM?nt of thi.s 10 per cent, is it customary fo>* 
incorporators to inei't and is.sne tliis stoi-k?—A. t think it is, but I do not care to s:v> 
positively. 1 think they do it. 
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INTKRl^lTATK (.'O.MITY. 

CJ. (By Harris.) Do 1 uiulerstaiul that a curiioratioii cliartcTo*! \iij<U‘r 

tlu* law o. West Virginia can do buaiiKsss in any other State <>t’ the I’liion? In your 
ooinion they can?—A. Well, there in ahvayn the ini[)lie(l eoiiditioii that the State in 
which they are going to <!<► Imsiness gives them the right to <lo that. 

Then each State can protect its own citizens if it <lesiri*s to?—.\. Yes; 1 think 
(h<‘ Supreme Court of the Unite<l States held that a eorporation is nor a jierson in 
til,* sense of an individual; so they can restrict a foreign rompanv, atal tlu* emnpany 
that does hiisine.'^s in another State does it at the sufferance, through tlu^ amity and 
till- comity, of this other State. 

Then you do not elaim hy virtiu^ of having a < harter in tin* Slate of West Vir- 
•dniathaf vou can go into a State and do business in ojiposition to the laws of that 
No; we eaii not eonf(‘r rights u[K)n a corpotation to do business in any 
Slate which are at variance with tlu^ law of that Stati*. 

(y (Ity ?iTr. KARtauiAU.) The title of your eompajiy is tlie (^irporalion Trustt^mi- 
naiiv of West Virginia?—A. Yes. 

th >\rc you in<-or])orati‘<l under the laws of the State of Xiwv York, or muler the 
Slate <if West Virginia?—A. West Virginia. Tim principal piaci' of business is West 
\ irginia. As I said, in that eas(‘ we pay an annual license lax of Sio. If we had 
di'sCnaled New York as the ]>laee of business we should have had to pay The 

suggmsiion may have oecurnMl to you that a great many eonipanies wouh! like to [lay 
SIO instead of SM). They 4-an not do that; thev have got to swear to a very strong, 
iiositive, and uneqnivoeal atlidavit thal when tlnw df> pay tlm lieense fee of $10 they 
an- not <loing it to avoid ])aying $’)0. I will furnish you a copy of that allidavit. 

Q. Will yon also furnish, througli the seeretary <>f stab* of West Virginia, a new 
form of by-laws that corporations have formed under?' -A. Yos. 

(h lssue<l some 0 moulhs ago, possibly?—A. Yes; 1 am undm* the impression that I 
havo lliosi-, 1)111 whetlier *)r not they are the ones that ihe secretary f)f state author- 
i/od, 1 <lo not know’. I got some aliout 5 months ago from Air. Smith, copies of which 
1 havi- with im*. 

ADVANTVdlCS Ol-' WKST VIlKilMA LAW. 

(). (By Mr. Jenks.) Have you any further suggestions yon care to make in refer- 
riK'o to the corporation laws?—A. No, «*xcept 1 would like very nmcli to draw the 
allrntion i.f tlu- eoiiimission to tlie ratlu*r sweeping stalmiient ivgarding then' Iming 
IK. limitalion \vhatev«'r lo the W(-st Virginia law. 1_ think tlu- eliiof .-haractensties 
of tin- <-oriM)ration law of West Virginia an- the simplii ify of il and tlu- puhli<*ity; and 
pi-rliap.'-. tlu- last explains its popularity. The fees are modi-rak-, l)Ut tlu-y are not as 
low as New Jers<-v in some ca.-^es, aiul not as low as Delawaro. 

C- (By Ml'. A. L. Uahkis.) You said tlu- pul.licity. What do you mean l.y that? 
BiiMicity as to the workings of (he eori>oration after it organizes its husines.s?—A. I 
iiH-aii the piihlicity of the organization. , . . 

Q. (By Mr. F.MUiini.vR.) I low miicii i-apital doi's this iiu'orporation law hung into 
the SIaf(' of West Virginia as working capital among its own people.-’ 1 do m>t 
know. sir. 

I lave yon any idea?—.\. 1 think (-ompara1iv(-ly little. 

Then ihe State is simply used as a creative power lor foreign companies i-lse- 
where at small fe<-s?—A. Very largely. 

<2. -Vii'l tlu- working ea{)itai of tlu-se companies is not nldizcd in the State ot W est 
Virginia at all, hut entirely outside?—A. It may be. 

(’re.stinmnv closed.) 

[Siiliinitted later in rei'ly to (juestions whose answers were reseiTtnl. | 

C'AIMTALIZ.VTIO.X. 

The policy of the State of West Virginia in regard to the capital stock of joint*stock 
<’oinpani(‘s has been quite different from most of our other Stati-s. In almost every 
oilier State, before a (-iiarter is tiled hy the seeri-lar}' of slati-, a certain taxation must 
he paid, the amount of said tax being based iq.on tlu‘ total authoHzt'd (-afiitalizalion as 
'■oiitaiiu-d in tlie agreement of iiu-orporation. For instance, in New .lersi-y the tee 
'"»■ incorporation is 20 cents for each $1,000 of the total amount of (•a))ilal stock 
(uilhorizc-d, hut in no case less than $25; so (hat in New ,l('i-s<>y a (-oinpany can obtain 
its ( Iiarter, with an anthorizefl (-apital of $125,1)00, iqH'ii tlu* payment of tlu? sum of 
Tlu- fee for i-aeh additional $1,(X)0 is 20 cents likewise. I nderthe recently 
enueti'd (-orporation law of Delaware the h'e is 15 (-(Uds for each $1,000 of the lota! 
authorized capital, and in no caac less than $20. West Virginia, liowevcr, had 
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adopted a different principle in its initial organization charges. It levies no or^n» 
ization tax on the capital authorized in the agreement of incorporation, but in lieu 
thereof impose.^ a lixed annual liccuHe fee irres|x?ctive c)f the capitalization. This 
fee in $50 per annum when the ])rincipal office or principal place of business of tfm 
comjiany IS to be located outside of the territorial limits of the State of Wej?t Vir¬ 
ginia. Tliis fee must in all cases be j)aid before a charter is is.sued. If the corpora¬ 
tion is to l>e exclusively a dornesth^ West Virginia concern, the principal office or placi* 
of business of which is to lie in the State, the annual license tax is $10 a year; .so 
that, for example, if a (company is orgauizixl under the laws of We.st Virginia and 
designate.s New York Oity as the location of its principal office or phu*e of business, 
such a company must pay the State of West Virginia annually the license fee of $.50; 
but if its princi|)al office or place of business is Charleston, let us say, it would he 
recpiired to pay only an annual license hx) of $10. 

The maximum capitalization for all corporations organized under West Virginia 
statutes, with the exception of railroad and canal (companies, is $5,000,000. Under 
the Codeh'h. 5;p .sec. 26) no stock in a corporation shall be regarded as taken, or the 
person sunscribing therefor considered entitled to the same, until the first installnuMil 
IS pai<l. And under .s(*ction 25 of the saim^ chapter it is expre.ssly provided tliat at 
least 10 |.K‘r ciuit of the par value of each .share shall be paid at the time of subscrip¬ 
tion. The payment of this 10 per cent upon the shares snhseribed for naturally pn-- 
vents and eliecks rei^kle.ss sul)s(a*iptions. Whetln^r or not the value! of a (certificate <jf 
.stoerk is actually nalized <le|xuids entirely, in thti last analysis, on whetfuT the eiitcr- 
for whudi the company was organized is a succ(‘ss or not. The disposition of 
stO(rk siibscHpuait to orguniziitioii is a matter which the company, usually througli its 
directors, rcgulaUrs in accordance with what it tU'cnis the best interest of the cor¬ 
porate enterprise. 

Whether or not a corporation organized in West Virginia has the right to tak<! 
property in {)ayment for its capital stock has boim qucstion(‘d, and this point was 
inquired into with .nome degn^e of parti(*ularity by the Industrial (smimission. Tlu-o* 
is no provision in the statiih's expressly rcxpiiring that stock shall lx* paid for in 
cash; and the authorities seem united in the view that unless th(‘statutes pivdiihit 
a corporation from doing .so it may stdl its stock for ju'operty (2 TlKunpson (’orp., 
secs. 1604, 1605; (dark c. Reavt.TS. 169 U. S., 89-112; Fogg r. Blair, 1.69 U. S., 

It has (*ven lM-(;n lield that where the stock is fully paid in cash (»r property ther*- 
must Ixi actual fraud in the'tran.saction to cnai)le even creditors to assail it (119 F. 
S., 645). The inference, tlu'r(*fore, in view<»f tin* fact that (he V' «^st Virginia .statutes 
do not i)rol)ibit juiyment lor stock in property, and tlnuc is no mandatory provi¬ 
sion for payment in cjish. is that property can he legally deeimsl j)ayment for .<tork. 
The common-law rule that the transaction must )x‘ one of good faith must of conrse 
1x3 ob.^erved. If the corporate officers act according to their lH‘St juflgment, wilheiil 
fraudulent intent, the selling of stuck for jiroperty is legitimate an<l regular. 

COUroHATlO.N KEI'KKSKX'IWTION IN WEST VIUOINI.A. 

One of the most important features of corp«)rate regulation under the laws of VVsl 
Virginia is the provision n3quiring lliat companies doing Imsim^ss oiitsale ot 
Virginia shall k(-*ep a r«*j)resentativ(‘or agent in We.'it Virginia and duly empowen d 
so to 046. A cor|X)ration organized in W4*st Virginia and having its prim ipal tilTH f 
or place of business in another StahMnust hav(* a rcgistere<l agent in West Viminia 
to accejd service of process in behalf of the company. 

The necessity aii<l practii^al expediency of such a jirovision is obvious. Thu stat¬ 
ute, furtliermorc, on this rc<|uircinent is not dirci’tory, but absolutely mandat'u v. 
In view of the errormou.-ly j>ublishe<l reports on tln^ Uislimony given Indore tjic < nui- 
mission on November 16, 1899, in regard to this provision, it will not Ix! inattpM>- 
priate to cite section 24, chapter 54, of the Code td West Virginia, reading' as 
lollows; 

“Kv(*ry .such corporation having its principal office or place of business in ll'|^ 
State shall, within 60 days after organization, by power of attorney duly executed, 
appoint som(3 p(‘rson resuling in the canuity in this State wherein its busjn(*s'^ is c"ii- 
dtichxl, to at'<xq>t serviite on Ixdialf of said corporation, and n|K)n whom servicu uia' 
1x3 had of any proems or notice; and to make siurh return for and on bithalf <*1 
corporation to the as.se!S.sor of tlie (bounty or district wheixdn its business iscarri' i 
on as is requir(3(i by the forty-first He3ction of the twenty-ninth chaphT of 
Kvery .such (3orjxiration having its principal offi(X3 or place of husint^ss outsid<‘ tln:- 
StaU^ shall, within 60 days after organizing, by power of attorney duly 
appoint .«(mie ixinsoii residing in this State to accept Hervi(X3 on belialf 
poration, and i!|Km whom H(irvi<x3 may be had ol any proims or notice, and to nui 
return of its proTX3rtv in this Stat(3 for taxation as aforesaid. 



STATE CORPORATION LAWS, ETC.:—SMITH. 


1119 


^‘The said power of attorney shall be recorded in tlio oflice of the clerk of the 
county court of the county in which tho attorney renidcH, and filiHl and recorded in 
the office of tho secretary of state, and tho admission to reitord of such power of 
attorney shall be deemed evidence of compliance with the requirements of this 

^ ‘ Corporations heretofore organized may comply with said re^uireuuuits at any 
lime within 3 months after the passage of this act. Any corporation failing to com- 
,,lv with said reipiirements within f> months afUir the passage of this act shall forfeit 
ii(>t less than $200 nor more than $500, and shall, moreover, during the continuanc<i 
of sticli failure be deemed a nonresident of this Stale; and il.s j>roperty, real ami 
personal, shall be liable to attachment in like manner as tlie propeiiy of nonresident 
defendants; any coriK)ration failing so to comply within 12 months after the passage 
of this act shall, by reason of such failuns forfeit its charter to t!>o Slate, and the 
provisions of section 8, chapter 20, acts 1885, relative to notice and i>iiblication, shall 
jipplv thereto.’^ 

Itwill clearly appear from this statutory requinunent that it is alxsolutely obliga¬ 
tory that every company have a legally qualified repres(‘ntative in West Virginia. 
l>v thi.s arrangement a means of direct coin'uunictation between tie* State and its 
<‘(»r[>orations can readily be effected. In (wery agn'erneiit of ineor[)oration, further- 
mon*, the location of the principal ofliee or phu-e of business of llu? C'linpany must 
luM-xpressly stated. In line, West Virginia insists on keeping a roeord of its eorn- 
punies, (1) by having within the 8(ate .some f>c*r,soii directly ami legally representing 
the eomj)any, and (2) by always having on file tlu^ registered mldn'ss of tiieeom[)any. 
It is true that West Virginia fuis imt imitated New Jersey in im[M)sing regula¬ 
tions that the name of the eompany must Ire displaye<l in a “eonspn-uons position ” 
in tin* olliee of its resident agent. It is snhinitt(‘d tliatsueh a ])rovision, while it may 
;\|'|tutently evidence great ])aternal vigilam-e and precaution on the part of the State, 
is in practical operation u.sually an absurdity. The names of hundreds of«-or|)ora- 
tioiis (li.qjlay^d on so many shutter slats before a New Jersey agency olliee may ho 
teeimicaf oompliania! with statutory inamlat<>s, but whether tlui shingles safeguard 
(it any appreciable (extent the interests of tho <Teditors or tho jmblic is a two-sidod 
i(nestion. 

MKEKtKJn 

The most popular State for the orgaiii/afioi) of imuK'nse indu.'^trial eonihinations or 
(rusts is certainly New' Jiirsey. Tlu; law' in that Stale permits merger to a generous 
limit. Their statute sjivs: “Any two or more corporations org*aiiized or to 1 h.‘ org-an- 
i/.ed under any law or laws of this Static fnr (Ik; purpetse of eatrying on any kind of 
linsim'Sr. of tlu^ «ime or similar natun^ may mergi* or eotisolidale into a single eor- 
ti'iialioii, which may be either om; «d said imu’ging or consolidating eorj«>rations or 
a new corporation to i>e foriued by means ol such mei'g('r ami consolidation,” etc. 
Iiiasmueh as there is no limitation on tin* capitalization ol New Jeisey corporations, 
the industrial (ton.solhlutors naturally go tlu're. In West \ irgiuia the stalutorv limit 
cl S5,()00,<.KK) neeessiirily twevents smdi eomhinations. In Ijmt, there is no provision 
in lli(i West Virginia law with referema^ to imugiu* or consolidation except that rail* 
read unioJis can be effected under certain conditions and limitations. 
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TESTIMONY OF MK. J. ERNEST SMITH, 

Aftoriieij ot /mr. 

The commission met at 10.55 a. m. Novemhei hi, ISO!), Stmator Kyh' iwesiding. 
At 12.20 ]). m. Mr. J. Ernest Smith w’as introdiu'cd as a witness, ami, having duly 
alliniied, testified as follows: „ , t i’ 

(By Mr. JenKS.) Will you kindly give your name uml addre.ss.—A. J. Ernest 
-mith, Wilmington, Del. 

And your business?—A. Attorm-y at law. 

<‘IIAN(1R IN lN<'Oin>ORATlON L.VW oK mU-.VW.VKK. 

Q- You are the author of tho book <ni the l^aw'of 1‘rivate ('onq>anies, relating to 
husin(‘ss rorporationa of the State <d JVlaware?—A. lam. 

D- Will you stato tho provisions of the corporation laws of the State of Delaware 
that seem particularly advantageous to corporations, as eompaml with the laws of 
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New Jcrsoy, let uh i^ay, or West Virginia?—A. I am not familiar with the laws of 
West Virginia. 1 have studied tlie law of New Jersey. Delaware’s law is very 
largely modeled after the New Jersi^y law; many of the jirovisions of the Delaware 
law are taken almost entirely from the New Jerscw law. Prior to the passage of the 
l>n*sent eorporatioii law of Delaware we had a general ineorporation law, passc'd in 
188:1, whieh was very limite<l in its scope, and applied to (amiparatively few organi¬ 
zations, like manufacturing companie.s and building ami loan a.sHociations. Our new 
constitution, adoptenl in 1897, aulhorizt‘d the legislature to formulate a new corpma- 
tion law. Tlie new law wa.s ilrawn up by a committee of tlie two branehes of the 
legislature, aided by eounsel. Tt was submitted to the legislature, and by both 
branehes of the legislature unanimously passed. Prior to that time all eharters of 
all kinds were granted by special act of the legislature, (‘xceptas above mentioneil. 
The necessity of getting through so many private bills was considered a very liii<| 
thing: i?o that the eonstitutional convention dei'ined it better to pass a general act. 
Our act was based very largely u[)on tlu^ New Ji'rsi'y act; really there are comjnna- 
tively few differenees between the two. What is good in the New' Jersey act is also 
good ill Delaware; ]>robaldy what is ba<l in New Jersey is just as bad in Delaware. 

Q. .\t what time iias this general eorporatioii law of the Stale of Delaware 
passed?—A. In March, 1899. 

< O.VfIMUISON’ OK DKLAWAKE ANI> XEW JERSEY LAW. 

Q. If you can, enumerate some of the differences bi^twtH'ii the tw’o that Were put 
in by the legislature, and stale tlie apparent purpose.--A. Well, 1 hardly know Imw 
to answer your question. If you can give me some idea of any particular point ven 
desire, 1 shall be jileasinl to answer. 

Q. ilow can yon compare the original incori>oratiim tax of the two States, NCw 
Jersey and IkJaware? — A. .Vs ngards the tax, F think New Jersey charges 20 cents 
on every $1,000 for its incorporation tax, whereas Delaware charges 15 ciaits. On iis 
franchise tax New .b'rst'V charge.s one-tenth of 1 j>er cent and Delaware one-twenlioli 
of 1 ])er edit npto $:k(XH),000. New Jersey one-twentieth of 1 [lereent to $5.(IOO,unn, 
and Delaware one-f<.)rtieth. Over $5,(XX),(XX) New Jersey charges $50 a million aixl 
DiJaware $80 a million. 

Q. (By Senator Kyle.) You hav(“ a slight ad vantage*?—A. We* havea slight a<lvaii- 
tage. 

(i. A sort of a e'lit rate?—A. A sort of a cut rate*. 

Q. (By Mr. Jk.vks.) Wliat is the* provision of the Delaware law with re*ferenc(‘to 
holding stockholders’ meeting.-^?—The stockholders’ me.'etings, after the lirsr 
rn(*e‘ting, can be Iielel anywhere, if the* charter so jirovides. 

(2. .\nd need not, he, heM in the^ State?—A. No; but the lir.'^t me*eting shoiiM lie 
field in the State of Delaware. 

What is the iirovisioii of the Delawaree-onstitntion with re*fere'ne(“ to the te]ical 
of I)t*laware charters by the k'gislalnri*?—A. Tlicre* is nom*, (*xe'ej>t that revocalion 
must lx* by gemeral, not sp<‘cial, ae-t. 

^Ftiy tbe“v Ik* repealed by tin* legi.<lature?—They can not by sjK'cial act. 

Flow is it m New Je-rsey?—.\. They can he, 

Q. So in that partieailar again tin* Delaware* law is eonsid(*r(*d somewliat more favor- 
ahle^ to e-orporalions?—A. It might l)e e-oilsidered so. It is out of our power by oiir 
act, if the l<‘gislature* makes a contrae-t in the nature of a e-harter with a e-orporalioii, 
to re-peal it. Our late gene*ial corporation act can he repcale^l by the^ Icgislatniv, i'u! 
e*ach jiartieailar e-hartt*r graiite*d under (he act can imt he re-pealcel. New Je-ix y '"iii 
susjH'ud, alter, ame-nd, or repeal any e-liarte-r it grants. 

(J. What jirovislon is ma<le» in the* Delaware law re-gareling thek(‘epingof slock aii-l 
tran.sfer hooks in the State?—A. ft is very similar to the^ New Je'rse/y law. All 
hooks or tninsfer hooks, or duplicates of (hem, are re*<juire<l to he kept in the* princi¬ 
pal eilliee in the State; e>f Delaware, sul)je*e*t at any lime to examinatiem liy any slock- 
iie»l<ler, and, at the timeof (he me.K*tingof the; stockholders, a list is to he jaypam! in 
alphalx*tie*al orde-r, and .'-•uhmilteel to the stockholders at least 10 elays prior to tlic 
time of tin* niee*tiijg. 

Q. Is it nee;e*ssary that tlie e)riginal tratisfer l)Ooks he ke*pt in tin* State, or may <lu|'n' 
cates lx; made* up?—.\. It is not; duplicate; transler hoeiks and steick hoeiks may 1»' 
kept ill the State; eif Delaware, and tliose duplie*ate stock hooks are; ae*e:e*pte‘<l by 
courts of law iimler the; iJiarte-r as of the^ same valielify as the original sttick bonks 
f suppose; the; rea.son of that law was tliis: Where e;ejrporutie)ns arc operating larucu 
out of the State; of Delaware it is more ejonvenient for them te) have the original lK)(>k> 
outside; of the State. , 

(h With re*ference to the eairpeiratioiiH of De-ljiware; wheise; original lran.'*‘fe‘f iieoK.^ 
are; kept oeit of the* State—say in the; State; of N<*w Yeerk—is the;re anv provision tlnt^ 
reeiuires that (he diij)li(*ate stoe*k hooks shall he; kept up to d^te;? Ilow king 



STATE CORPORATION LAWS, ETC.:—SMITH. 


1121 


may elapse after the transfer has Ixrn inude in N\*\v Y«)rk iK^fnre iJ nmst ])o rocor(lo<i 
ii) those duplicate books in Hohiwurc!?—A. Our law is v»*ry now; W(; have had no 
test of it in our courts whatevtT. 

Not at all? Do you know what (h(‘ custcHu is in that particular; whether tlieso 
(hiplicate books are written up every montli i.r every week?—A. 1 do not know. I 
have no knowk^lgt^ of timt at all. 

(2. What form of annual report is naiuired in the State of Dolawan;?—A. Diiriii^^ 
.hinuaiy tlie secretary or the president, secretary and treasurer are r(^(piire«i, I tliink, 
(iiah'r oath to make a return 1<* th(‘ s<‘eretarv state of tlu‘ollicju's eoniposiiijj the 
oiv^anization, tln^ residenees of tin* ollicers, tin* situation of the inincipa! otlice, tiie 
iianie of the aj^c'iit iti char^i* then'of on wlioiu pro<-<‘ss may he servt'd, and also an 
al)solule slalcaueut of the amount of stock issued by that eorpoj-ation and outstanding' 
at the time tlUtf report is made. 

CAI’ITALIZATION ANt) I’AYINO IN OC CAl’n'M.. 

How much of the eaiatal must he i>ai<l in at the lime llie corporation oi^anlzes 
its hnsim'ss?—A. No charter can be f^ranted for less than ^;l’, 000, and no corporation 
cMii coiuiiH'inH' i)usiin*ss unh'ss ^'1,000 of that is siilisci’ilK'd. Tpoii suhscriptioii of 
that irl.'Kid tlu! charter ‘'an be sent to Hk* seerelary <tt slate and he will issue a 
ccilirK'ale. The com])auy then can start its orjraiiization. 

'riii*r(“ is no limitation as to the amount that must he actually paid in hv tlie 
<'.iiit[iaiiy? A. No limitation. 

(y U'hal are the provisions with fcfer<*nce to the method hy which it maybe paid 
ill’,' Must it be ])aid in i-asli or properly, or may it Ik* pai<l in services?—A. Ourcon- 
stilntioiial convention took tliat matter U]i, and pivtbalily I <*an tell yon tliat move 
,|iiiekly in the Words of (he eonstitutioii itself than anythin”' else. “Section d, 
iiiiiele No corporation shall issue stock eKcei)t for money ]>ai<l, labor done, or 
|iei'v;onal [iroperty or real estate, or leases Ihen^of, actually ac<]uiivd by such corpora- 
tii.ii, and Jicit)n*r labor nor pmperty sliall la* receiv(‘<l in imyment <il stock ata^U'cater 
liri('(* than the actual value at tiu* time tlK‘.‘^ai<l labor was done, or pro()er( y delivered, 
er lilh* aciiuireil.” 

(y Who is it tliat deterniiiies wliat the actual vahte of tite labor or of tlie property 
a( <|Mired is? -A. That <nteslion as to what i*^ the actual value lias not iK'eu deti'niiined 
in eiir Stale. Our le;rislatur(‘ in a <'(‘rtaiii seidion lias undertaken to .siy that the 
jiiil”in<*nt of tin* directors, in the afiscuee <'f fraud, shall be (iual. How far tin* 
leeistaiiire can y:o in e.xpomnlin”' tin* eonsi itiitioii you ”:ent](*ni(‘n know a.s well a.s I. 
'i'liat is to say, it is entirely a (piestiou for the eoiirts to <le!c‘rmiiu*. 1 should say, 
ulien it conies to tin* (|iiestioM of aidiial \alue, it would deiieinl very materially upon 
llic facts eoV(*n'n^ i-aeli jfartieuhir ease. 

<y Tile law itself [irovides, if 1 imdeivtand you, tliat tlie jud.anieiit of fla* directors 
shall l>e conclusive?—A. Yes. 

<y And the matter has not yi*t lu-en dta ided in fin* courts as to whether that pro* 
visi(»n is cuiistitiUiuiial or not?—A. It has not. 


H- What iK'iialties are ])vovide<l in Delaware for failun* to lih* tln.^e annual 
u'p-ii'ls, fur failure to keep the stock and transha' liooks in the State, and so 
on? If you do not recolle<*t the exact amounts, slate whether they arc snhstaiilial 
'iiniiey jK'iialtii'S.—A. Practically the same as New .l(*rsey. But eacli misstatement 
and fraudulent statement ma<te by the ^lirectors on any slatement is.sued, iudm ine 
"(her pc*opl(‘to ^'o ill, is jierjury. That is a very stroiijr point <)f the law. When a 
lalsf statement is inmle liy tln^ dirx'clors of any corporation, iiidueine investment — 
1 do not nH‘au a mere Verbal stati'iinml, hut an anaomnvnient i.-^sued lunler their 
dinclioii^that subjecte them to tin* ehaiyi* of perjurv, which is a very si*riou.s 
niattia'. 

NO LI.MIT Oi’ CAflTAL OK OK TIMK. 

. D- h there any maximum limit uiion tlu* amount for which a company may 
’“'•''iporalc?-—A. No, sir. 

tb What is the provision with refereiici* to the time for which they may iiieorpo* 
uKc;’— A. It <*aii be made for 1 year, 5 veal’s, or perpetual, as the ineorp<'rators select 
their charter. 

H. It may be peq)etual?—A. Yes. Prior to tliat, under our ^i-neral corporation 
Hw of 1883, all eorporatioiiH expired in 20 year.s time un)es.s specilically chanjred hy 
the le^dslaturi*. Tlmt was a very gri'at detnnu’iit. Twenty years jiassed away quite 

83a-“71 
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rabidly and corporationg acfjnired a largo amount of property. I found it a voi y 
groat dilliculty. Sometimes it would laps<‘; it would l)o overlooked by the directors, 
and then would come the question of whetlu'i* your franchise ha^l not been losl - 
whether the personalty had not gone to the State and the realty bac-k to the original 
grantors; and a company would be left in a very serious condition. That was talke.| 
over very <nirefully by the constitutional convention, and it was comtluded that it 
was l>etter to allow them to select a certain number of years or perpetuity, whichever 
they might inefer. 

SITUS—'I'AXATION. 

Q. For the purpose of taxation, do you know whether the capital stock is to be 
considere*! jx^rsonal property; and if so, wher<i the situs of tlie cajiital stock is to be’?— 
A. The capital stock is (‘onsidcred iH^rst^iial property, an<l the situs of it, for purpose?^ 
of attachment and garnishment and assessment aiuf' taxation, is in tlie Stat(‘ of 
Delaware. 

Q. So that if a corporation i.s irn'orporattul, we will say, for $50,000,000, is <loing all 
of its business oat of the State, is holding its stockholders’and directors’ ineetiie^rs 
outside of the Stat(‘—if the Statis ()f Delaware wishes, it may lax this capital stork 
itself as if it was in the State?—A. IltKiiiestionably; an<l by that law, having the 
situs of the capital stock iti the State, the State of Delaware has a larger control over 
its coi'isrnitions ami the charters granted by it, i think, than any other State in Ok* 
Union. It is generally admitte<l everywherv, and it is tlm gc;m'ral law, by various 
decisions, tliat the situs of the stock is where the domicile of the company is, in tiu- 
State where its charter i.s granted. Delaware Iras simply pul that into its slatnu- 
which the general <h‘(*isions hav<^ drdermined to he tln^ fact. 

(h Does the StiitCi of Delaware levy any tax rrpon tlie cai»ital stock’.^—A. As it is 
iS'iu'd; oil, yes. 

Q. Any other tlian this licen.se tax that you liave spoken <U?—A. No. Delaw.irc 
is a very conservative State. It has no Slat<* <leht what(‘ver. It ha.s jussets of qiiiio a 
ctniside’rahh* amount of money, and it taxes its <-onipatues very lightly, an<! 1 scr 
very littli‘ pi'osjiect that the franchise tax will lie at any time gri'tih-r than now. In 
all [ri'ohahilily the franchi.se tax in Delaware will hi^ very greatly r'l^dnce*! in a few 
years, if we areassucce.ssful in obtaining new corporations as they havebeiai, herauM' 
we have ajipareiitly no need formoney. 

Q. (By Senator ivYUK.) They have no State ilebts?—A. No State debts. Tliere may 
lx* some contingent delil.s—guaranties to one railroad, I think, hut that railruail lias 
thoroughly good as.sets to meet all indeirtedness. 1 mean that the good assets ef iln- 
State are greater than its ilelrls, and Delaware is jiractiiailly fna* of (h*ht. 

KEI’OKTS - e-WMENT <H' ( VI’ITAl . 

Q. (By Mr. .Iknks.) Don.s the certiticate of incorjioration in Di'laware slmw the 
numlx'rof shares of capital stock suhs(TilK*<l l>y thi^ incorporators?--.\. It doi s iM^t 
neces-sarily. 

Q. How is it Avith reference to New Jersey?—A. In New .lensov I tliink tlx- >nli- 
scrihers hav(* to designate tl»c number they take. 

Q. And the name atid residence of the incorporators ar<< naiuired?—.\. Yr-;aii'l 
we make atlidavit that tlie facts as stated in the certiticate of im'ori>oration an- imk'. 
I understand the New Jersey certiti<*ate dex s not reipiirt* tliis. 

<2. Wliat are the forms of the annual ri'port.s of these (*orporations, ami what J" 
they contain?—A. The report varies with the kind of company, ihiilroail cnniiiani''^, 
telephone, electricity, gas, heat and light, and power companies an? all s|H ( ’lir;illy 
taxed and have to make a specific renort to the secretary of state; lie returns tlmi 
report to the State tre-asurer, wlio maKes the colleirtions. ( ieneral conijianies, siu li 
as you might tenn private conqianies, have only one report, as to the total anxsitit 
of the stock issued and outstanding, upon which to base their taxable nitio. 

Q. (By Mr. Conokr.) 1 understand that the minimuin capital stock is $!?,<•<«>, aii'l 
that at least $1,0CH) must he suhscrilxxl?—A. A'es. 

Q. Is that pententage required in case of an organization oiganized for a kng'-'i 
amount, say $1, (XX),(XK)?— A. The same pi^rceutiige applies. , 

Q. Under your laws it would Ixj entiridy proper for theae suhscriptions lo Ux’ 
capital stock to be j>aid iu services, would it not?— A. A^es, at their fair actual 
or property, or lea'^es. 

(lAIXS TO DELAWARE. 

Q. (By Mr. Farquiiar.) What is the immediate or prostx^ctive benefit 
State (lerives from lil>eralizing ifs corporation Jaw?— A. Tlicrc are two bem f 
were hope<i for: First, to imluce capital to come to Dclawari* and locate its iact<»o ■ 
there; second, to have a return in money for tlie issuance of its charters. 
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Q. Do you think that the industrial jironperity of D(*lawareiH likelytol-xuiuTeascwl 
by a law of this kind; or is it not a faot that the liberal law of Delawan^ has invited 
foreign corporations to be incorporate<l there which do business clsewln're and liandle 
their capital elsewhere?—A. I do not know what tin* effect of that will 1 k‘. 1 can 

only speak of the few things I know of—that is, Umt I know of sevi^ral corporations, 
quite lai^e Allies, that have located in Delaware with foreign capital. 

Q, Under this law?—A. Under this law. 

Q. Induced through this law to settle in Delaware?— A. liuhiced tlirough this law 
to settle in Delaware. 

Q. In what liranehes of industry?—A. In the iron industry. 

Q- CoNOER.) Do you mean, then, that organizations would seek that loca¬ 

tion and* huild faetories then*?—A. Yes. That is the main olijiM't of the law. That 
is the main argument that was used hefon^ the legislature—that it would ))roha))lv 
in<lucca larger number of corporations to come to tlu^ home of (heir ereation ulti- 
matelv, la'cause of adverse laws whicdi miglit be used against them when they held 
a foreign charter. This has already commenced to operate. Several large coiqiora- 
tions with foreign capital have located in <nir State. 

(Testiiiiony closed.) 


Washinijton, I). C.s Xoirmhi'r J.i, tS99. 

TESTIMONY OF MB. CHABLES E. EDGEBTON, 

[fluK'tl, 1 '. 

Th(M*nininission met at 10.55 a. in., NovendKU* 1.5, Senator Kyle pre.siding. 
At 12.50 |>. m. Mr. Ohaii(^s K. Kilgerton, of Itluu'a, X. Y., was inlrodiieed asa wit- 
lU'ss, and, being duly sworn, (estiii<Ml as follew.s; 

(). (Hy Mr. .Ienks.) Will you slate vuur name and addre.ss?—A. Charles Iv Kdger- 
ton, Ithaca, N. Y. 

onsKKVANCli OK .NEW .riOKsEY l.AWS—E.V11lUlTKOK COKCOKATK NA.MKS. 

th Have you lately visite<l differetit lawyers and different otfn'crs In tin* States of 
New Jersey and Delaware to see their eustmns regarding llu‘ administration of the 
New Jersey ami Delaware laws?—A. T have. 

(h Will you 1)0 kind enough to statein your own way wl)at the result of this exam¬ 
ination has been? Of course you may omit all reference to the busine.'^s of any wit¬ 
nesses who have alrcifiy appeared here, hut in referemv to anything yi»u liave learm-d 
we shall l)e glad to hear ymi.—A. My imiuiry was particularly as to the (“uforce- 
im'ut or observance of those New Jersey corjioration laws which arc unaut to secure 
some degree of publicity; siicli as the requirement that tiie name of a corjioration ln^ 
eonspiciioiisly posted outsule of its principal <)flic<‘in tin* State, ami that the .‘^fock 
and transfer books of a corporation be k(‘pt at its princijml otlice in tin* State. With 
rcganl to the posting of tin* names, that reqtiirenieiit, 1 believe, is <|uit<'generally 
observed. It is |)hysieany inipossil)le to make ea<*h naim^ conspicnoiis when 5(M) 
or ()0() companies are nquvsented in one otlice. Th<‘ names ai'<‘ gmierally posted 
in legible form, rarely outsule of the building, but gejierally in the [iiiblic hallway of 
the iniihling. There arc instances in whiel> tin* icquiremeiil is not observed; cases 
in whieh an attorney n'presents a moderate mnnlH‘r of eompanie.s—halt a dozen or a 
ditzeii, perhaps in some eases 55 or 40. One man represents possibly 40 m'50 com¬ 
panies, atid luis not at any time had their names poste<l. His naim* appi‘ars as rep¬ 
resentative in the certificates of incorporation of 4t) or 50 c<)tn[)anies tiled in Trenton 
this year. The signs are not posted, and lie himself told me that they had not been 
posted at any time. 

(By Senator Kyle.) Not any of the signs?—A. Not any of the signs. 

0- (By Mr. Junks.) You foiimi several instances <if that kind?-—A. Tlnwe were sev¬ 
eral uistanees in whieh I di<l not find any names [losted at the time of niy visit. 

Q. (By Mr. Hatchford.) Where did you Hml them?—A. In Jemey City. In two 
ins(atic(‘s at least it was said to me tbat the nanu's had been posted, lait were tern- 
Oorariiy removed for the purpose of liaving a new sign nuule. 

STOCK AND TRANSFER BOOKS AT NEW .lERSEV OFFICE. 

M’ith regard to the k(K‘ping of the stock ami transfer books at the jirincipal office 
in the State, my belief is that Hie larger coinjianies, those vvhicli have a considerable 
uiuiiiier of transfers of stock to make, comply in general with that law. Such eom- 
I'auies, 1 think, are generally represcute<.l by comrerns which make a business of the 



1124 HEAKINGS BEFORE THE INDUSTRIAL COMMISSION. 


looul repr(‘!sentation of Now Jem*y oomjmnioH in that way. My In'liof is that those 
concerns which nmko a hiisinos.- of tfu* roprosontation of companies <lo nndortake to 
see tlnit tlu‘ law is closely complied with, and in <‘onseqncnce tlio larger companies do 
comply wilh the law. A considorahle numiK'rof the smaller companiesof the State 
however, are represented hy imlividnals, j;eju‘rally atforiK'ys; ainl tin? following of 
these features of tli«‘ law is a matter which such num, (‘hietly occupied with other 
matters, naturally pay k-ss attention to. 1 thal it to Ix' (piitt a' general Icelinjr amoui; 
the attorneys of the State who <lo that husine.'^s that Ihe.'^t* re<iuirements of the law 
an* of a simply formal character. They are felt to Im.* desirahle, no douhl, for thos<> 
companies which an‘ strictly public companies, in the sense* that the numher of stock 
holders is relatively larjre uml tin* numher of transfers of stock sonu'wliat j;r(*at; l)nt 
in the case of companies wliich have only a few stockholders, wh(*re there art! few 
transfei-s, if any, from y(*ar to year, it is thoujrht that tin* k(‘epinK of the stock or 
transfer hooks within the Stale would l)e a purely format matter. II is considered a 
matter wilh which tin' public has no real concern, and ther(*fore it is not k‘lt to he 
('ss(*ntial that the letit'r of the law he complied with. In acct)rdanct! with that vu'w 
I foundj^enerally amonKtheattorneysof N(*\v Jt'rsey whom 1 saw that tiu*ohservance 
of the.'^t' features of tln! law is la.\. Of some 15 attorneys thal I saw and talked wilh 
on this matter only I tolil me, in such a way that I look it to he litc'rally tnu*, thal 
all thecompank‘S he represents do, in fact, at all limes luiv(^ their stuck and trans¬ 
fer hooks ill his otlice. 

(h (fly .Mr. Jknks.) Yon think, tluai, in tla* trr<*at majority of cas(‘s wlu're one man 
n*presents Imt a few companies, and tho.^e are]i rivate companies—close corporations— 
that the stock and transfer hooks are not ke])t within tlu? State?—A. I think that is 
I>rohal)ly true. 

<2. Yon ha.-^i* your o[>inion upon the dire<'t statimumts madi- to yipii l)y lawyers 
themselves w ho were aiienfs of thes(* corporations?—A. Yes. 

(h .And out of these 15 you numtioned jirohahly 10 or 12 told you they did Jml 
kee[) the stock and transfer hooks of the companies thal they tepi(“S(*nte(l in tln ir 
olhce?—.\. Y(‘S. In almost evmy case the attorneys spoke of l In- matter with perfert 
frankness, and sustained their position, 1 think, snhstantially as 1 have* explained ii. 
In their jiukjrment, i*^ is not r(*asonalile to require tliat al! the hooks Ije ke^d in a New 
Jersey oHice, because the public has no ical i*oncern in the matter. 

(h Although they kiiowthe law n‘quircs it?- A. Yes; althou,!.rh th(*y know the law 
reijuires it. One attorney went so far as to say to me that lie advised his clienis iv.:- 
ularly that the law was sullieitaitly conqilied with If the honks wen* l>ron;rht inlo the 
State if at any lime it was.<lesired or reijnested. That was not, liowever, tin* attitude 
that I jxenerally foiiinl. Sometimes attorneys would say that they advisi d I heir 
elieiits what the law was, and if the <’lients <lid not choose to take* the trouhir to 
comply witli the law, of course that was a matter of (heir own and at their own risk. 
But freipiently the |)osilion seemeil to he that it was md r(*ally iu-c(*ssary -that it \\a.> 
a formal matter, and not a matter of real interest and r(*al importance that tlie letter 
of the law lie ohserve<l. 

Q. Dill any of these men wlnun you visited say that they would send over to New 
York to the Irarisk'r hooks in order to exliihit them U* anyone wlm had the ri^lil 
to know?—A. Y(‘s; that was said. 

A'oii would say that was tin* j^eneral fci'lin*; ainonfj those representafivrs of 
smaller coni])anies, that in cH.<e a real need should ari.^* tln'y woniil meet thal ncnl 
hy s(*n(ling for the hooks?—A. Yes. I aski'd in a LU-cat many <*ases thisspccific 'lucs- 
tion : Whether they ever <lid have irnjiiiries from stockhoklers for sncli information. 
The answer I receivi'd was quite uiiifortnly either that they never liad or that it '\a^ 
an exce(*din^dy rarr* tiling'. One corporation, which is in the iiusiiu'ss of n i>rcsoii!ii)'„^ 
companies in that way, a Jersey City cm’poration, started. I hcli(*vc, last Maicii, had, 

I think, 54 conqianies on its hooks. Tin* treasurer <d' that corporation tol<l me that, 
so far as he knew, his corporation had lana-r had such an iinpiirv from astocklioldcr. 

As to the man who told nu* lu* liad never hud posted outsidt; of hisidlicre any oi (la* 
names of the companies which he appe^ared as the r(*pr(*.«eiit4itiv(‘ of, the fact was thiii 
he had simply permitted a certain firm of promoters in New York to make uses of h'^ 
oflieeforthe holding; (d‘ organization meetings of these sev<'ral companies, and the 
name of the oecujiant of the ottice hud lH*en inserted as the New Jersey represen tat iv<' 
of such companies. The nominal n'presi'iitative ha<! in fa<rt ha<l nothing whatever (" 
do, as h<5 hiin.self informed nn*, with the organization of these companies, hut Iiad 
merelv permitted the n.se of his olliee for that pur[iose. . 

Q. bo you recall what the charge was for the use of his otlice and for the u.«e of I'ls 
name in this way?—A. No; f <lid not imiuire that. . 

Q. Did he say to you himself that he was in the hahit of letting liis ofliee cut and 
the use of his name, without taking any active part at all?—A. Yes. 
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Q. Thi.«i attorney, as I understand, madci no pretense of keeping tin; stock and 
transfer books?—A. No; he laid had notliing to do wit h tin* coinpanies whatever; he 
had never Inul any stock or transfer l)U(»ks of tlies<‘ companies in his otln-e. 

Q. nav(* you any further information along that line with referenci* to lli(‘ tiling 
of the annual reports and tin* care tliat was taken hy these attorneys wlio w<'re sim|»)v 
individual n-pres(‘utatives of the small eompanii-s? ‘ |)i<l you leant wlndher they were 
in the habit of securing theannual reports of the corporations tlnw repres(‘nft'd, or of 
paving any attention to it at all?—A. Sonu'of llumi, when theannual meeting is held 
in 'th(‘ir otiiee, make out tin* annual rejiort and forward it. 

Did you learn from soim'of lliem that flaw liavt* pai<l no nt tent ion t<» that at all, 
or did you notusk tliul question speeitieally?—A. I do not know that I did learn 
that Irnm anyone. 

(y \Vt)id«l you say, then, as a result of this investigation, that individuals who re]>- 
lesnit tin* smaller privat(‘ e)o'^<* l•orpora!i<Uls usually pay litth' attention to these spe¬ 
cial featuies of the law that have lieen mentioiu'd? First, jis regards tin* posting of 
names; second, as reganls the k(*ej»ingof tlie stock and ti'ansfer hooks in their olhee, 
and, third, as r<>gards looking afh'r the tiling of theannual reports?—A. I think that 
is lnu‘, so far as tin* kee[fing of the sto<-k and transfer hooks and tlie tiling of tin* 
reports is concernerl. The names, 1 take it, are gemTully post(‘<l. 

ty .\llhough there are several exeejAiutis to tiiat?—A. Tlnue are sr'vm'al <‘xeeptions 
to that. 

iTostiniony closed.) 


Washino'i-on, D. Xorrmhi'r IH, JHU9. 

TESTIMONY OF ME. W. L. SAWYEE, 

Si'crcUirii of fiir ('or/nirntloii Trust ( 'oiiijkih;/ of Ifrfuiiarr. 

The commi.ssion mot at 11 a m., Senator Kylo presiding. At 11.40 ]». m. Mr. W. L. 
Saw yrr, s( ( I'oiary of the (’orporatioii Trust Company of Delaware, Xo. ">2 Droadway, 
Ni'W 'I’ork, was iiilrodueo«l as a witness, and, being duly swirni, testilie<l as fon<rws: 

<y (by Senator Kvi.k.) State yrnir full name, address, ami business.—.\. W. [..Saw- 
yoi, secretiwy of the ('orporatioii Trust ('oi)i|)any of Delaware, No. 52 Eroatlway, New 
York, or Dover, Del. We have olliei's in both places. 

iU SlXE.SS OF TllF COKPOUATION TKI ST < OMl*AN'V OF DFI-AWAUF. 

<y (by Mv. .Tfnics.) What is the hiisi]ies.s of this company?— A. The business of om¬ 
it »ni pan v is lo furnish the means of meet ingi-ertain requirennaits of the Delaware law. 
I’li'lor the Deiawai(' law every company must maintain a principal ollici' within the 
Stale, must kee]ra e<u-porate .'<ign r^xhiluti'd on its oHire, and must have a l•epres<'^lative 
there during the usual Imsim-ss hours; and om* of llio hoard of directors must he a resi- 
di nl of Delawan*. That is what wefunusli tlu-various r ompauies which weorgani/.e. 

<y ^'oll furnish them witli a home and facilities for <loing that part of the Imsi- 
iiess?—A. Yes. 

(y Is it iHHi's.vary that tin- slock and iransfer hooks of a eotiqranv In- kept in the 
principal olhee of the company in Delawai’e?—.\. The law is liiat (‘iilicr the original 
or a copy he kepi tln*re. 

ty What is the usual cu.^tom with your conii>anv; is it to keefi the original hooks 
in Delaware?- A. .No, sir. 
ty To kc'cp (lie dnpli<‘ates there?—A. Yes. 

(y When* are the original lHH>ks usually k»‘pl?—A. Kept in the ojliees of tlie 
various companies. 

(b Wlierevi'r they ha[)i>eii to he?—A. Yes; unless w(* act as transfer ugenI of llu* 
f^'oek. in which (‘vent of conrsr'as a rule th(*y an^dways k(*pl in the main otlh'e of 
theeoinpanv, and a.s thev issue stock tlK*v send over for our signaluri*. 

In ea.se ot some of the lurg(*r New York companies that yini repr(‘.«jent, that 
hav«' transf(‘r ortiees in New York (’Ity, are you in the habit of making transfei-s for 
iliciii daily, snhstanlially, or very fre(pu*ntly?—A. Yes; (piile freipu'ntly. 

(i- I n lho«e cases how often do vou send a nrport to your Dover olhee of the trans¬ 
fers that liave been made,'*—A. \N'e trv to ki'op them U|ras near todate as possihkx 
D' How mneh do(*.s that amount tii in the ease of a large company that is making 
Iranstei's, we will .siy. daily, suh.'.-tantially? Do you send rejiorts to your Dover ollice 
olten as once a we(‘k?—A. Dh, yes, as iK*arly as possible. 

Q. As often us that, do you tiimk?—A Yen. 
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Q. In tho <*ase of companies where tmnsfers are less often, vousend monthly 
rejiorts?—A. Yen. * ^ 

Q. Or have yon any rejjnlar time?—A. AVe have no rejiular time. There are a 
iuiinla*r of <‘otnp<uiieH that have not issued any stock. It is onr intention as far as 
jiossihle to havi* them all comply with tlu‘ law, and we put ourselves out a good <leal 
to have them <lo that ami keej) the <hipllcate hooks then*. The Delaware law lias 
oidy he(‘n in existence* since March 10. We really did not begin to do business until 
along in May, ami thiTe are a munb(‘r of the eonipanu‘.s that have not tlu^e reports 
cinnpleted; but they have been coming in more of late than during the summer. 1 
think by the Isl of .January tiu* greater portion of them will be in. 

(^ Is there any r(*<iuirenu‘nt in the law of D(‘Iaware that a list of stockholdeis 
shall be kept up to <lat(*, alj>habetically arrange<l, m* is the provision only that a 
complete list shall Ik* made a short tiim* before the ar^inal meeting?—A. X list of 
tlie stockholders must be jiosted 10 days before the annual meeting. 

Q. And there is no requirement that it shall be ke])! iq) to date any nearer thnn 
that?—A. No. 

(^ Is it a part of tlu* lnisiues.s of the (.’orporation Trust CVnnpany U) see tliat diffi-r- 
ent corporation.s wiiicli they n'prestait file annual reports properly?—A. Yes* we 
take < are of it. That w ill Ik* the s(*<*ond Tues^lay of .January next. * 

(i. kor the fimt annual report?—.\. For tin* lii*st annual report. You see we hav<* 
had no annual report yet. 

il. About bow uumy com]>aiiie.«<loes the(^)rporation Trust (’om]>any represent?-- 
A. We repres(‘nt from loO to 175. 

Q. Have yon any idea a.s to the amount of nominal capitalization represented bv 
tho.'ie eompani<‘s?—A. I buvi* not figured it out. I suppose lH*tw«*n $400 000 000 
and $5(M),()00,()(KJ. 

Q. IJow many of these Companies are therein the State of Delaware thaf hav<‘ 
been (►rganiz(*d for the pur]>ose of facilitating fin* operati<in of the law’?—A. I know 
there are one or two. 

Q. Ib'sidesyourown?—A. Yes; one or two. Oneistbe Delaware Trust (.’om|>aMv, 
Wilmington. I believe we have a few eomjH'titom in fin* ti(*ld, but we werellxiv 
rather (‘arly. 

Q. WJien was your eompany organized?—A. Tin* loth of March. 

Q. Organized the dav Hu* law wi'iit into effect?—A. Yes; just after it passed. 

From your knowledge of the way in w hich tiiis law is bci?ig carrietl out, judg¬ 
ing from your own expcrienci', do you think tlie corporations organize<l nmlcr IIk' 
Delaware* law an* regnlariy re]>res(*ntcd by agents who are carelul about the o]»,-erva- 
fion of the details of tin* law? That is, <lo the agent.*:' regularly keep tlie iiaim‘s of 
corporations posted before their <loors?~A. Yes. 

(i- Are they regularly in the habit of k-'cping fhe .sto<*k and tmnsfer lK)oksor copies 
of them in their oltice'*--A. As far as 1 liave* seen tln*ni; ves. 

Q. Tl»at is true with reference to vour organization?—A. Yes. 

Q. J)o yon know whether regularly it is tnn* with referem'c to corporations organ- 
ize<i in tin* State of Delaware?—A. In other words, W’hether our representative then* 
(hies Ids duty? 

Q. Not at all. We have had evidenc(* to the eff<*ct that very ujany corporations 
orgaidzed in New Jersi'y appoint some local lawyer as ag(*nt, who'fre(ju(*ntly is nttoi ly 
care!(*ss with reference to p(*rforming the dutit*s which that position impli(*s: ulio 
does not put out the name of the corporation which In* repres(.mts l)(*fore Jus door; 
does not sec* to tin* filingof the annual reports; pays practically no attention (o llic 
stock and transfer books, and so on.—A. Y(*h. 

Q. N«)w, what knowledge have yon w'ith reference to the pro|><*r enforcement of 
the Delaware law in gcanu’al, outside of your own (*orporation?—A Of (uiur.sc? I do 
not know, whert^ (Jiciv are represented by other attorneys. I know nothing about 
tliose other comjianies. 

You have im information about that?—A. No, sir; all I know is as to our com¬ 
pany. I am (jiiitt; strict about that and have it done at once, because, as 1 said, I 
want to he in a position always to say that the (jorporations organized under ll'c 
Delaware law comply so far as we can make th(*in. 

Q. (By Mr. A. L. Harkis.) What proporti )n of the companica that you reptesi'iii, 

organized under fire Jaws of Delaware*, have located in Delaware to do husim'ss?--' 

I do not siipfiose that any we reprewnt clo Inisiness then* to any extent; very fc ", "1 
course. There are a nurnlHT of Delaware companies, of course, that have their <ovii 
office's there, and of (course would not necsl our Hervi(u*H. 

Q. (By Mr. Jrnks.) A trust coiiqrany like yours is only for foreign corporatieiis 
generally?—A. Yes. 
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Q- (l^y Kyle.) These (•()rj)omtions, 150 U) 175, Ijave all been ort;anjz(‘<l 

sinee Ihe 10th of last March?—A. Yes. 

Q. And all under the Delaware law?—A. Yea. 

(i. How many other companies are o|K:ratinjr hesid(‘s yours?—A. I know of the 
exi.'^tence of 2 others. 

Do they have about an equal amount of business?—A. No, sir. T))e hi^lie.'^t, I 
iH'lieve, is 15 eompaiiies, or aomethinjr of that kind. 

Are they within the limit of 200?—A. Of eouix* w(‘ have dom* a good dt-al in 
(hat particular line. I have devoted my lib* to the work. I want to make a success 
of the comj>any, and I suppose* I got a little ahea<l of them. That was because it is 
ilu‘ <mly thing I do. I am an attorney by jwofession, but I do not get much chance 
l(.att(aid to law ]»ractice, and I am devoting all of my time to tin* interest of the 
roinpany. We hav(‘ gon<* into it for tlie jnirjxfse of n’laking it a success. 1 do not 
waul to ))e mismnh'rstood about (he keeping of thesi* books then*. As 1 said, there 
ari“ a number of coinjianies that havt; not issin'<l any stock. As eoni}»ar(“d with the 
total numl)er, I sup[)ose I might say comparatively’few hav<* <lom‘so; but as I did 
say, by the 1st of January I think it will be doin*. ' J keep at them all the time and 
lovp writing them that if they have not tiled <hii)licate ))ooksas re(iuire<l by the laws 
of tin* State of Delaware, it shouM Im* <lone at cmee. 

(T(‘stimony closed.) 


UosTox, Mass., ./a/y :;Y>, hS99. 

TESTIMONY OF MR. JAMES J. MYERS, 

Mrinhrr of tio' /(Ufishtlnn- <f .l/r/.swn7o/.s<//.s-. 

At a meeting of tin* sulx-omniission on niatmfactures ami general business, held at 
boston, July 20, 1800, Chairman Smyth ])resi<ling, Mr. .Tann's J. Myers, nH‘mber of 
tin* .Mas.sn’hiisetts Stato legislature, api)eared at 2 p. m.,and, being dub’ sworn, testi- 
tied coiieerning the “antistock-watering laws” of Massachust'tts. 

(). (by Air. Smyth.) What is your addres.s?—A. 5.S Stale st^e^‘t, Uoslon. 

<i. what is your occupation',’—A. I.awycr hy ])rof(*ssion, ami chairman of the 
couiniitb'e on judiciary in tln^ lioiisi* of n'presentativ(*s for tin* la.'^t 5 vear.*^. 

t). Do yon desire to imike a stati'incnl to tin* commission?—A. I re(a‘i\'<*<l a v(‘ry 
kind invitation fnun Ihe c<unmission to coiric hefore it, ami state some of the facts 
coiinectc'd with the pas.sage of the anli.stoek-wati'iing laws of Ma.s«aeiui.setts. I 
regarded that invitation as (Mpiivak'nl to a eonimaml, coming from this commission, 
with its far-rea'*hing and wide seoj)e of dutv. and also l)(*eanse of its coming from my 
friend Mr. Clarke. 

(Colonel Clark(* very kimlly 4-alle<l my attention to the topical plan of impiiry of 
Ihe snhcoinmi.ssion, and 1 saw at once that it was possil>U* to slati* just what I pro¬ 
posed to, and I conceive that it comes under Nos. 5,% .54, and 55. Ami as a further 
limitiitioii, I shall, perhaps, eunfine myself to tin* formation, consolidation, and eap- 
ilalization of eor[»orations; and 1 shall im id(*ntally, perhaps, say a few words at the 
cihI ahold that organization wliieh ha.s grow n up—a trust with eertilicates of shares 
issued hy trusf(*es. 

1 think J can possibly <leal with this (jm-stion hy stating wliat the law of Massa¬ 
chusetts is, ami l)v saying also that I hav(“ taken some j>ains since y<uir invitation 
caim* to see wlu'thcr or not either our i-ommi.ssioner of corporation.''', ]\Ir. Kndicott, 
or the chairman of our hoard of railroad commissiiuiers, Air. Sanford, had any sug- 
gcsti(ms to make. I have consulted them both carefully. Mr. Endicott, commi.s- 
sifuier of corporations; has to do practically with tiie organization of all corporations, 
except railroad and street railway corporations, in this State. 

SUrEliVISIO.N OF COUrOUATIONH IN MASS.VelU’SKri'S. 

The laws of Massachusetts provide—and I have here a summary of them—for a 
‘•areful organization of all manuiaeturing—we will say of all private business corpora¬ 
tions; and they provide also, by what is ealk*<l the “antistock-watering laws of 1894,” 
UL.re carefully than ever l>efore, for the public-service or (|ua.M-publie (‘(wporutions, 
which, in this Stab*, include railroads and street railway eompanies, electric light, 
tel(*graph and telephone, water and aipKxluet companies. In the West tliere are one 
or two otlu*rs. such jis irrigating companies; but with us these are all that can be 
called quasi publi(!. 

NATURAL MONOINILIES. 

And riglit here I want to make a distinction whi(*h was much dilate<l upon and 
niaite the basis (»f much of the agitation of 1894, wliich culminated in the antistock¬ 
watering laws. 



1128 HKABING8 ISEFOKE THE INDUSTRIAL COMMISSION. 


Tliosi' corporations, or piihlic-sorvuH^ corporations, were conceived to 

be doiiijr a Inisiness w iiich was naturally done by a monopoly. They are called by 
some of the scientitii' writ«-rs tiu* “natural monopoly” lines of business, l)eeausetliey 
iuv b(‘sl don«‘ in that way. It is obvious at a Khmee that it is not for the inten'.st <i|' 
any ennununity, im matter wbat our opinion may be n'jrardiu.ir mauufa<*turing—it is 
not for file inl<‘resl of any <-ommuuity that it .‘^hould liavi' several gas companies tear¬ 
ing up its slri'cts and competing; likiwvise with street rail ways olistructing tbcstre(‘is 
with their lim^s; like\\is<> with electric-light companies, telcjihone companies with 
llH’ir poles, telegraph companies, water companii'.s and that whole group I named. 
They hedong to (he natural monopoly corporations—tho.«e which can do llie business 
ln>(. as it seems (o us, wluai thei'c is hut one organization—a monopoly. 

ovKi{(’Arriwi,Tz.\Tio.\—now dkaj.t with. 

Massachusetts found in 1 SIM that while her private corpt>rations were sah'guarded 
ill resp(M-t li» tlieir issu(‘ of capital stock and tluae was no oven-apitalization, (hen‘ 
were some la.^es of overcapitalization, lua- business men believed, in the ease of these 
cjuasi-jmhlic i-orporations, and there hid fair to he a gr<‘at deal mon* of it. S]>eei:d 
ehartms for certain classes of corjiorations, street railways and occasionally ollu'is, 
were he«‘oming ijuiti* common in the h^gislature; a}ipiications for them, I mean. The 
business men thought there had lieen •ivercapitalization in souk* i-a.si's, ami that more 
of it was threatened; and the agitatiini of IStM, which culminateil in our autistoek- 
watering laws, was aime<l jiarticularly at preventing ovi'rcapitalization. It did not, 
as ymi gentlemen will see. d(‘al at all with this (juestion that is now looming u|>. oi 
business mmiopoly ami the danger of it, because w<' weri' dealing with that cta.ss oi 
corporations which w<‘rc recognized as monopoly I'orporatioiis. \Vha1 we weri'ann- 
ing at soU'Iy was (he prevention of overca[iitalizafion, ami it is to that I must rnhlios 
ali my testimony, so far as it deals with actual facts in Massachundts. 

Xow, wliat an- the laws of .Ma.ssachu.setts? l-'or I think Mas.sachuselts is justly 
proud of her corjioration laws. What ar<‘ lier laws with respei-i to capitalizalion; 
flow luH she preventeil this irnmeiisi- ovi'rdevelojanent of ca))i(alization, which, at 
least in many ca.^es, compels tiu'community to pay a <livi<lcnd upon two or tim i' 
tiuK's the amount actually f»aid into tin- entin-juise? 

I think the fundamental idea is supervision, by .'^oim* trustworthy govermiieiii 
otiicm*, of Jill issu(\'^ of stock and bonds, and the paynuait in of the full par value ef 
each bond ami «'ach share of stock. 

M.\.<SA(’nrsKTTS ColCJ’OK.VTIO.V I,\WS lU-II'OKK iStM. 

Xow, gentlemen, I Iwdieve that in any community, any State, where this is done, 
overcapitalization can not occuj‘. Massachusi-lts has for a long time hml on her >Iai- 
ute Ixioks a <areful provision as to tlie organization of her privali- imsim-ss corpoia- 
tions, which made it m-c(‘s,<ary for any gentUanen who propo.sed to start in any 
private corporation to take c<*rtain stej»s that wa n'carefully watcheil by tlu'"Micei' 
of the S(at<‘. I ha\e here a of hlank.s, smdi as wouhi lx- usi'd in the organization 
of any' of our laisiness corp<»ralions. They provide, to begin with, just lik(‘ tlie iiicoi - 
poration blanks of any State*, I suppose, for a statement of the amount of tluM’apiial 
sto<*k and tin* names of the im‘*»rporatoj>, 'J'hen when they have made their form ol 
organization I’oinphde, they bring that to our commissioner of corporations, ami il 
he timls it all right, lu* simply cm-litics that tlx* oiganizalioii is <'orrc(d and hf* 
approves tin* organization, 'riien tin* genthuni'ti go to <mr seendary .slate and yet 
their charter, with an authorized capital stoi-k of anything you j.lease, not exceediu.' 
$1,00(),(M)0. Prior to this |iresent y<-ar, a I'orjioratiou couhl iml Ih‘ organized for anv 
of these purpos<-s in Massaidinsetts with a ea)>ital of over ^;i,0()t).u()l) willmut a special 
aid. This year a law was passeil fierniilting a largi r capitalization of any aniounC 
hut on talking with the coinmi.ssionerof corpomlions, I /iml there liasiieeii noupi’h- 
catioii to <lo anything of that kiml since the law wiis passed. On e.xamination I lied 
there has oidy Immui a limited nuinher of companies in Massachnsidts in which there 
was a eapilal stock of over $l,(HX),0t.K). 

NO DOLLAR OF .STOCK W ITllorT A DOLLAR OF CASH OR ITS KUI IVALKN'T HEIIINI) If. 

Xow when that charter is issued, the thing with us is not mxhMl at all; Homethin.il 
.still remains to he done, and it is f Th<* eertificati* must he lile«l and sworn to hy 
a majority of the direidors, e<>riifyjng that the wliole amount (»f (In^ capital sto<'k-- 
no matter wliat—has aidiially heen paid in. If if is in <-ush, (d course that is the 
end of it: hut if they not wish to pay it in in, cash, tlu'y must pay it in properly 
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which ia aatiafactory in value to the cominissioncr <►( eorjMmitionH; aiwl ?i(*t until 
tlicv have witinfied him tliut tliey have paid in every dollar in eash, or in vahn* in 
actual proi)erly, do they j;et a further certilicate f^liowiii;; (In* paynjent in of tin* cap¬ 
ital wnicli is as follows: “I hereby certify that 1 aiti satistied that the valuation 
^riven within is a fair and reasonable valuation for the pro|)erty <lescnbed, and I 
hereby approve tin* within iHUtitlcate.” Wlien this is lih'd they are entitled lod<i 
business as a corporation; when every •lollar is inside tin* coffej-s of the treasury of 
tin* cor[)orati«ni. They must file that within .‘>0 days of he^innin;' to <lo business, or 
ihcre is a jH*rsonal liability <»f every stoekholder. 

So yon S(*<' that every one of tJies(* corporations—and that has been the case for 
nianv years—must start with actual value l.M'hind every dollar f)f stock that };o(*s out. 
There is no escape from it unless they wish ft) incur j)crsonal liability as partnei-s iJi 
a linn. Our court.s have so bold. 

NO PREI-'KIUmn STO<'R. 

There is a provision for the issninj; of sp<*cial stock—w(* have no such thin^' as pre¬ 
ferred stock and coiiimoti stock. Ourcourt hasoin’e intimated that il rni<>:lit be done, 
hut 1h(‘ commissioner of eorpiu'ations t(*lls me In* has never |K*rmitled it to be done, 
hecause it was a mere sn-ryfestion that it mij^ht be done. We had a provision for the 
issue of s))ecial slock, ainl that in'ovision is this: That as lout; as any special stock is 
oiilstandiii'i, the common stoekln*lders art* liable foi- ev(*ry (h*bt of the corporation; 
so (hal practically it is almost never done. It is a provision sinij>ly for eonvenicnce. 
ora temporary measure. 

\(iITATnrN AOAtNST OVKKCAPITALIZATroN' OF (OMPAN'IFS. 

>;o\v in tiiat condition we found the law of Massachusetts in IStU, when the bn.si- 
ncss men's oriianization said, “We an* jroiny: to have our ;,n\*at transjxnlalion, liy:ht, 
roimmiiii<*ation-by'ele<‘tricity corporations lit'aviiy ovcrcatritali/.ed mi less wedo some- 
tliiiiLT. That means trying: to earn <livi<lends on morn*) n<‘ver paid in; and sinei* 
these arc natural monopoly <‘or))orations, tin* rat<*s will not be k(*pt down by e(niip(*- 
lilicii,” Then they .Slid, “Somctliiiijr must he done if we are jr^iuj; to put rjiiasi- 
piililic corpoi'alions on just as sab* and sound a basis as private erirporatioiis.” 
(Jeiillenu'ii, the piirase won: “ Where competition eeasc.s, supervision shoiihl beoin.” 

That :i.i;itation hepin in bSh.'k when tin* boanls of trade, merchants’a.'^s(K‘iations, 
and otlu'i-bnsine.ss nu*n’s or^ninizatioiis esfablislied a eommittei* !(► sit (hiring the 
recess of ISIKbtM, which madi* a ecriain ri'port to the l(*}xislalure in 1S!M. Tprni that 
a sp<‘ei;ii r*oiiimi1(ee of the letrislatnn* was appointed on that question of capitalization 
of qnasi-pnl)ii<* corjiorations. The business men came bef<»re ns and sai<l. “Some- 
tliiii’T must lx* done now to j^nard ay^ainst this thr(*at<*ii('d evil.” Tliere was an agita¬ 
tion and there wA*r<* a ‘!:r«*at many lu*arin;;s of that kind, w Inch 1 will not bollier von 
ceiillenien with, lint as the outcome of it certain laws were ]>asse<l. Thesi* are called 
oiir “antistock-waterinc: laws.” 


rnn v.vri.sTocK-WATKniNc; i.aws rn-- hStM —.stock and scuip juvidicnjis. 

In cleaning; tin* thin;' nj) w<* tried to bi'^in at the lioltom. We \V(T(‘ dt*alinj' with 
lire monopoly )>nbli(*-.s<*rviee corporations; we found the otliers substantially sab* as 
llicy Wore. W<* tlr.st said this: 

“N'> lelejjraph, telejdioiie, el(*etrie liy:ht, steam-railmad, street-railway, 

ii<|i](*<hiet or water eoinpany, established under the laws of tliis (’onmionv.ealth, shall 
dcclau* any stoek or scrip diviiloinl, or divide t he proi'eeds ol the sah* of stock or scri|) 
ninoii<^ it.s sloekhold(‘rs; nor shall any sn<*b company <Tcate any atblitional new stock 
"I issue (•(‘rtilleali's thereof to any pi'rson unb*sH the par valtn* of tin* shares so issued 
is (irsi paid in <*ash to its treasurer.” 

TIh‘ii wi* |)rovi<lcd: 

A II eertitieate.s of stock or serii) in violation of the preeediny: ser'tion shall 

Void; and tin* dir(‘ctorsof the eorporatimi issuing the saiin* shall beIiabU*toa 
i'''ii.il(y ()f iftl.tKK) (*acb, to be r(*<’ov(*red by indii'tment in any county where any of 
’'"‘'I'‘‘'“sidi*; but if any such director proves that lH*fore such Issue he tiled bis dis- 
M’ui therefrom in writing with the eb*rk, or was aU'-^ent, and at no time vot<‘d there- 
'"h he shall not 1)0 so liable.” 

'\ e pass(*d thr(*e acts, exactly alike in their nn*thods, but dealing; with different 
' kisses of «'or|)orationH. We jia-ssed one act that dealt with jras and (*Ieetrie ll^bt 
!’”‘"!>anies (Acts of bSlH, chap. dbO); another that dealt with thosi* (‘ompaniesenpi|ie<l 
•11 bansmitting inteUig(*ncc by electrieity (.Acts of 185)4, chap. 452); and in that bill 
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wo alKo (li'alt witli acmoiluot and water oonipanies. We had another bill that covered 
railroads ainl street railways (Acts of IS94, chap. 472). 

Now, it is a study of this last that will show just how we undertook to guard against 
any overcapitali/ation there; and I asked Mr. Sandford, ehairnianof the railroad eoin- 
inission, if he hail any suggestions of any amendinetita to that act, anil he said he (lid 
not think he could sugge.st any ('ssential change. 1 think he believes that under the 
wise and conservative administration of the public ofliciaks that have supervised the 
issue of stock in this .State there have been no abuses, no overcajiitalization, since 
the laws were (lassed. I do not think anyliody believes there has lieen. 

ISSl'K Ol' STOCKS AM) BONDS OK lirASI-PCBlJC ('OMPANIES—STATK CONTROI>. 

Q. (By Mr. FARurirAK.) Wliat do they provide, hr^'fly?—A. Take chapter 450, 
whicli relates to the IssiumiI stock and bonds l)y gas and (electric light companies. It 
provides that “gas and elei-tric light companies, whethi^r such compani(*.s are organ- 
under general laws or siiecia! charters, and Iiowever authorized to is.sue (tapilal 
s*')ck and bonds, shall hereafter issue only such amounts of stocks and bonds as niav 
fpnn time to time, upon investigatinn by'the board of gas and electric light cotnmis- 
sioners, be deemed and be vote<l by them to be reasonably recjiiisite for the purposes 
for which such issueof stock or bonds has been authorized.” That is, the amount of 1 Ih‘ 
issue i.s kept under t In^ (‘vi^ of the (‘onmiissioti. This l>oar<l announces its <lecision within 
ac(‘rtain tune, and “the vote of tin* board ajjproving such i.'-sue shall specify the respi'c- 
tive amounts of stock and bonds authorized to be issued for the resiiective purfioses to 
which the procei'ds ihereot are tob(‘appIiefl.” This decision is to be in writing. “A cer¬ 
tificatesetting forth the voteoftheboanl shall, within Iblaysaftersaid vote, be filed in t lie 
ollice of the secretary of the commonwealth before the certificates of .stock or tln^ bonds 
are issued ; and no company imdialed in the terms of this act shall apply the pro¬ 
ceeds of such stock or bomls to any purpose notspeialied in such c(“rtificate.” There 
is also a provision for tlu* jienalty, that “any nunnher of lh<* hoard of directors, or 
any treasurer or other oflici'r or ageut of any gas or electric light company, wiio 
knowingly vot»‘s to authori/e tlh‘ issue of, or knowingly signs, c(*rlifics, or issues stock 
or bonds contrary to the provisions of this act, or wIjo knowingly votes to anlhori/.c 
the application of, or knowingly applies the proceeds of such stock or homls contrai v 
to the provisions of this aid, or who knowingly votes to assunc' or incur, or know¬ 
ingly assumes or incurs, iu the nanieor hehalf of such corporation, any debt or liahilitv, 
except for (he legitimate purposes of the corporation, shall he punishable by tine net 
exceeding ^'l,fiOt) or t)y imprisonmeru, not exceeding om* year, or hv both such line 
and imprisonment.” This made it ah.solntely incumbent on the olli'cers of that i kis.s 
of corporations to get tlu' consent of the commissioners, 'rix^ ('onnnissioner certitics 
the purpose to which the [iroceeds an; to lx; applied, and any ofiicer of the company 
w'ho goes out of that track is liable to tlie penalty. There is a furtlu;r section, whicii 
provides that “Any court having jurisilhdion in ecpiity may, on the application nf 
the hoanl of gas and eletdric light I’ommissioners, or of tin* attorni^y-general, oi’ of 
any stockholder, or of any interested party, enforce all lawful orders of said hoard 
made in pursuanci* of tin; provisions of this aid, and ail provisiiuis of law herein con¬ 
tained respecting such conifianies.” Xow, we feel that this was very necessary to he 
done. We know, if the judgment of tlie commissioners is correct, that it has pre¬ 
vented any overcapitalization in Mas.'^achusetts. 

The next act, chapter 452, dealt with (he telei)hone and telegraph companies. The 
provisions wen* the same, except as to the hoard. As the supervising state authority, 
we us<*d the <-oiiinii.ssioner of cori>orations, lH*cau.se it was to hiiri that they iniist 
eventually turn. Jt eaine under his duties, hut the jrrovisious were exactly the 
same. 

Then we came to tlie railroad companies, and (•hapt<;r 472 deals with tlie question 
of the issue of stock and bonds In- streel-railway companies; hut the provisions ari* 
exai’tly the .same as chapters 450 and 452. There is the same itarefiil snpiirvisioti of 
the issue, Ix.ivvever the company may he organized, special charter or otherwise, 
capital of no matU;r how mucli; it shall not issue until the railroad cominissioncis 
have heard it and investigated it, and voted it i.s reasonafde and requisile for tlw 
purpose for which it is authorized. Then;, again, is the same provision for the issue, 
the same steps of filing certificate, and prohibition of the use of the money foruuy 
puri>oH{; not designated. There is the same pemalty on the board of dinsdors if tin > 
fail in any particular or mi«ipproprlate the money to any other purpose, or issue ;ni> 
stock or bonds for any [utrjXLse not distinctly proviiUxI, or if they knowingly 
risks and obligations in violation of the spirit of this section; the same provision 
regarding the court of equity. 
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KORKUIN (•Olll*()KATIOS'S. 

Now von will wo that ])rovi(lo(l f(^r a pr<‘tty oarcfnl :-iirK*rvision of tho innuo of ull 
IhoHtocIi aiKl hondn of thow ooin])ani(“H, hut thorr won^ other j^to]>H iioiressary to iiiako 
it still nafor. This is a soniowliat iiioidoutal matter, Imt still I think it slumhl Ik- 
, trait with ri^dit hen*. We fean-d then- iiiij^ht he souk* ahuses throu>;h forei^oi cor- 
[.nralioiis. Sn])|)os(- some for(‘iy:u eor|)oratiotj got jsissession of om- of our lo«-al 
, .i]])orati(His and tlien issued its own ohligations on the faith of these un<lerlying 
.ililie:ations; eall them rlelu-ntiires or what yon will. 

0- (hy ^1*’- Ci.AiiKK.) A\'hen you sjx-ak «»f foreign corporations you mean any 
..fganiyAMl outside of the Slate-? -A. Yes; so tiuit we do tiot have our hand on their 
niganization. You see we-< lid not liave to deal with tin-whole-(|in‘stion of monop- 
olv. hut willi only one- or two ])hase-s of it. We we-re guarding against our pex»ple 
having to pay divide-nels on eevereapitalization. 

Tile Ix-st W(-could do is found in e hajiter-ITh of llu-ae-tsof 1S9!, and it is in this 
form. We- made it narrow in its applieution, Init so far as we* we-nt lrie*el to eove-r the 
ground. It was de-e-meel a little drastic at the- lime. 

“If any fore-ign corporation whieli e»wns or e-enitrols a jnajority of the <-a.pital slock 
of a <lom<‘stie stre-ef-iiiihvay, gaslight, or eje*«-!rie-lighl e-orjioratioii ”—we- <udv ne-ede-d 
In deal with these- th?-ee—“shall he-reafter issue stock, bonds, or other evlelenee-of 
indehle-dm-ss, l)a.w<l iijion or see-ure-el hy the pro))erty, franchise, or stock of such 
donu-stie e<iiporalion, niile-ss sneh i.-^sne- is anthorize*d hy the- law of this (’ommon- 
weallh, the supreme judicial ciurt, silting iu <‘(jnity, may, in its disere-tion, dissolve 
Mirh domestic corporation.'’ That was all there- was to it. It was a little nnere 
(ha.^tie-than that when it e-ame* to us, and I think there was a provision tiuil they 
,-linnld he dissolve-d. We-felt that it might hapfM-n that the- majority tin-stock 
iiiiglil get into the hands of sjH-cidators, who might, want to break it up, and iuno- 
(•< iit sloekho|fl(M-s might suffe-r; so we-said the-court may, “in its disere-tion, elissolve 
Mirli ilome-stie eorpoiation.” 

Sre fioii 2 saiel: “ It shall he the- duty of the- atlonie-y-ge-ne-ral, whe-ne-ver hee is satis- 
lirr! liial sne h isstie- has he-e-n made-, tei institute- ]>roee*e<liiigs in saiel eonrt for thee dis- 
s..hi!i'in eef sneli eiome-stie e-or])eiration ami tin- p?-ope-r distribution of its asse-ts.” 

\<]W. I he-li(‘ve- that has ahsolute-ly pre)te‘et(“<l ns against any attempt, to elo tliat 
lliing in tliis l^late-. 

TJin I-.\W nVADKIi BY MEAN'S OS TKCSTS. 

1 ought to say right lie-re that it is true-, lately, see-ing they eouM ne»t juit the 
majority of (lu- share-s of a gaslight or stree*t-rail way eonijiany or of an e‘le-e-(ri(--light 
eoiiipanv inhi a fore-ign eorporatiem, issuing m*w stock on (he share*s, they have 
lesorle^d to the- device- of trustees, who take* the- slock of se-veral stre-e-t-railwav eoin- 
paiii«‘s or s«‘Veral gas e‘om]»anie-s, pul llie-m in a pe»t, and i.ssne* ee-rtifle-ate-s, giving tlie 
orgiiiiization ae-e-rtain name. It is of course- an e-vasion, right or wreuig I elo ne^t 
niKlertake- to say, hut it is an evasion of the law which I was just sja-aking eef. It 
does aoe-eimplish through the- meelium e)f lruste*es what e-ould not he-aee'e)iMplisheKl 
elirei'tly l)y tlie- feeredgn e-or^ioration, and it doe-s make- it j^ossihle* to issue $5,000,(HH) of 
''i rtilieates on $2,(.K)0,000 e>t se-curitie-s. That is a me-lhod of e-vasion that will troiilde* 
V'tn ge-ntle-me-n a good eleal toele-al witli wlu-n yon come* to frame le-gislation. 1 think 
it wr»uld l)(* p(}.ssil)lc- to frame le-gislatioii. 1 am not sure* tliat it woiil'l not hee a 
pretty <l(‘licat(‘ matter te» elo it constitutionally, hut I think legislation e-ould !k- franuxi 
to meet the elitiieuilty. 

erue-UASKs, sai.es, \ni» i.eases. 

'i'he-n we fonnel that the-re ndglit he eevere-aiutalizatiou, or, wliat is e-epiivalent te:) 
■>ven'a|iitalization, an overcharge-on the laihlie- l>y means of e*oiisoli«lations e>r lease-s 

pmchase-s and sak^s, partie-nlarlv hedweeii railroails and stre-e-t railroads. Ae-e-orel- 
iiigly, we found ourselves eddige-el tee pass auothe-r net, whie-h ]irovieleel lluit iie) pur- 
* hase, sale-, or le-aseeof the franehist-s e)r jireejK-rtv e)f tiuit e-lasseif eeirporation.s, whether 
Hiel, h ■a.-^e-, sale% or jmre-hase was authorize-d ley general laws or sjx-eial act, slioukl Ih^ 
valid or hineiing until thee oonsolielation shonlel liavee Ik-i-h ajepnive-d hy tin* Ixiard of 
lailroad eeinunis.sie)nei*s after a publie- he*aring, of whie-h due notice slumUl have hetm 
given. Tiuit was to gnarel against any ove-reliarge; for inslanev, iu the e-aseeif a street- 
railway company making a lease to ane>tlier sti-eet railway, the* latter etanjiany laiy- 
I'lg, to illustrate, 10 |km' cent insteael of t> jM-r e-e*nt as a rental, ami then, of ee)urse, 
having to collect it. It hee-oim-s a lixe-el charge and has tei he e-olk-cted out eif those 
"ho au^ emru-d, anel results in loading 4 jn-r e-e-nt upon the mihlie. It is notan 
'overcapitalization exactly, but it is the same t hing; it is an overe-diarge for the benefit 
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of those holding' flu* s(‘curities. Such a purchase ami sah^ is not permitted to go on 
without the approval of the railroad cominissioiu'i's. 

Then' was a hearing yost(‘r<lay h(‘fon‘ the railroad connniHsion on tlie consolidation 
of r> of our stre(‘t*railway companies. Everything haste 1 m^ <lone in a nvist pains¬ 
taking manner. An expc'rt values tlu^ jiroperty, and ejich of these 5 c<)mpanies is 
permitted, their ass<‘ls liavi?ig been shown tij> and t heir earnings having laxui shown 
lip, to go into that cfuisolidalion and r(‘ceiv<‘ shares in the new companv. fhit the 
railroail commissiomn's say, “so many ami no men*.” As a matter of fact, in this 
<-as«* it is shar(‘ foi- shanoir snhstantia’lly that: hut no shares are allowed to issiu‘ wilh- 
oul l!i<‘ valu(‘ Ix'hind them. 

'riiere is one furtlicr aid that may lx* spoken of. Tla're was a sjiocial act piwmitting 
tin* issm* of stock hy a .street-railway company for tiu* purpose of changing its motive 
[lower; hut that, again, had to in* superviseil hy tIu* ra^road eommissioneiK 

Now. I tlnnk, geutlemen. that wi* have eovi'rixl everything in tin* way of our anti- 
stoek-watering legislation, sfrii-tly so <-alU*d, whi<*li guards against the issue of a .shun* 
of stock without a full dollar heldnd it. It is all we liavc in Mas.«achusetls. These 
laws 1 Jiavi* reft'in'd to will show you, when you come to study tliem, ht'tter than I 
I can do what the work of our husiiK*ss men, our hoarils of traih', ami our railroad 
comndssioners has aceonijilisiied after more than a year of agitation. It is all fouiul 
emhoilied in the.«e acts to which 1 liavt* referred yoii,aml it has resulted as I tell yon 
in ^rassachiisetts. 1 think our law is sj)ok(*n of everywhere as aecomplishing tlial 
result. 


NKW STOCK iSSl'Kh KY OI.D ( ( i.MI’.A NIKS NOT To UK SOLD KOK J.KSS THAN MAHK KT VAI.I K, 

Th(*r(‘ is om* further to]»ic that we legislated on. It was lom-hed on in IStlo, and it 
is coming u[) now in another form in imlu.strial matters. 

.Massai-lmsetts has for several years had a judicy of insisting iijkhi sales at auelinii 
of slock issued Ity an existing railroad corporation. She sai<l, aft(*r a good deal of 
agitation, that if railroad stock was selling at 170 she woul<l not allow tin* corpora¬ 
tion to issue shares at jiar, lu'causi* that is r(‘a!ly not giving the eoinmiinity tiu* full 
henelit. Now, tint is somewhat differ«‘id from anti-slock-walering laws; tli^v 
havi* heen slightly eonfnse<i, !mt it is a very differ(“nt math*!’ to say that yon shall 
not issue a share of stock for less than 100 wiien you an* starting, and to sav that 
after you have sturte<l a eoni|>anv ami run it well for yi'ar.s, and )>y reason of gi.d.t 
management auiK'^aving have aeiaimnlaled capital so that the stock is selling, with a 
valm* hehimi it, as litgU as 17)0, you shall not is.<ne sliares at 100. That is not stork 
watering. It is capitalizing acenmnlated earnings not divided. Still, Afassm'husfil.'i 
has said in the act, eliajder 472. of tiu* year 1804 that in cjise a cor[>oration “owning' 
orojieraling a railroa<l or railway, whether such railroad or railwav isojieratei! hv 
steam or other [»ower, ora gaslight, eleetrie-liglit, aijueduct or water company, ora 
eorjioration estahli.^hed for ami engage<l in the hnsine.'^s of transmitting int{*lligoii. c 
hy electricity, increases Its eajiital stock, the new shares to the numh(*r n(‘C(*ssarv to 
pro«liie(‘ the amount necessary for tin* pur[)os(‘s forwhj(*h such inerens(^ is authoriz<*d 
shall Im^ offt*i(.‘d proportionately to its s(o<-khold(“rs at not le.^sthan the market valtu' 
th(*reof at the time of incr(*ase, as shall In* determiiu'd hy the hoard of railroad <-oiii- 
missioiiers in tiu* ease of a steam-railroa<l or stri'ct-railwav companv, hv the hoard of 
gas and ele< trie-ligfit <*i>minissiom*rs in tiu* case of a gaslight or el(*ctric-ligld com¬ 
pany, and hy tiu* commi.'^sioncr of corporations in the case of an aijneduct. or water 
comjjany oi-a corj)ora(ion I'stahlislu d foraml (‘tigaged in the hnsincss of traMsinilliM;.r 
intelligence Iw cle(-fricity, taking into account previous sales of stock of tiu* corpora¬ 
tion ami othci- pertin(*nl comlilions. The directors shall cause written notii-e of sm li 
increase to he given to (*ach stockhold(“r,” who has a chance to come in and hi<l. If 
an inc?’ca'-:e of capital slock is to taki* [iluce in one of these ipiasi-jiuhlii* eorj)orati"ie. 
it has to go under the hands of the hoard, and they se(* to it that the corporation g' t,» 
in an amomd of money equal to the real fair value of that slock. To illnstralc. il 
may l>c 14d. If so, it will taki* h*ss shares, and there will he less shar<‘s out on wliicli 
the*' wdl he earning dividemls hy i*harges for trans|)ortation. That is the the^'iypii 
which itgoi s. It is a very ilifferent thing, as you will see, from overcapilali/Hif'"'* 
at the outset; hut we attempted to <leal in that way with any attempt to capitali/'' 
any actual acemnuiated profif-i. Now, of course, if a<*cnmu}ate<l profd.s are <lealt\wfl> 
in that way, the community must get the hem*!!! liy selling the stock at auction- 
She would he pretty sure to say that ojiportunities for husiness ami exj>eetation cl 
profits coiihl not. lKM'a[)ilali/-ed. She would he pretty surci to say, if the questioji cjiin*' 
up in that way, “The most we will allow to he done is to (*apitalize these acciann- 
lated profits. We will not allow tlu*ca])itaIi/,ation of op}>ortunitios and expectahciis- ^ 
Tiiat IS w'hat stio does .«ay. The railroad (tommi.ssioners when they are cuuaiclcM'ir 
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vjiliiutionsfortho conyolidation of tlu'-sestroi^t ruilwayndu not I'uijiUilizcoppurtimitios. 
Tliov do not ca Atulize (^X])octiitions. They jn-ooeod on (lie theory tlmt the eapital 
stoci should be limited to the value paid in, actiuilly exisling. 

Tlin POSSIBILITY OF OVIOHCAPIT.ALIZATION (HIKF INI K.STIVK To CO.MlilNATIoN. 

Xo\v, a question conies up wliich ^roes a little beyond j^uiardinf;against overi'apital- 
i/atioi), which was the one evil that Ma^saclinsiUts was dcalinjr w ith in thesi'anti* 
stiwk'Waterin^ laws, and that is tli(‘ alle}^u-d evil of excessivi* condiinalion, aiiiounliiiL' 
(.) nioiaqioly. What )ij;htdoonr laws throw upon (hat point? Sup|)ose (lia( every 
Stall' would <lo as Massachusetts has <loin‘, and suppose that every State eouhl lie 
provided with just as careful ami intelli>;ent pulilic ollicers to siijiciwisc (Ih^ issue. 

I want (o make this su^^^estion. I appreciate fully that there is a fiindaimaital 
a(i\'aiila}^e in the reduet ion ol cost, and tliai reduction of cost, is seeinx'il oflm hy eon- 
soliilation and eoinbination; hut the desire for cheaper production, I'conotny of pro- 
• luctioii, is not the motive power in what is now j;oin^ on. 'I'he mofi\e power, (he 
iiiaiiisjuin};, is not tlu* di'sire for i-coiiomic juorhiclioii, hut it is the ^h sire to jr,.t pos¬ 
session «if the overcapitalized seenrilies; and if (lie opportunity to ;r,.t possession of 
the overeapitali/ed securities was taken away, whicli is the same tiling as sayin^Mf 
veil supervise the issue of the si'eiirilies so tlial there could not hi'tliis overi-ajiital- 
i/alion, you at once take away the real mainspring of mneli of w hat is now ii:oin^^ on, 
wisely or unwisely. Ib-r if yon say to (he jiciilleiiH'ii who arc making; any ^neat 
tru.^t you jilease, “You can only issue stock to the extent of t)i(‘ aetual values lhatare 
paid in,” no matter whether in New Jersey or Massaehn.^etts, yoii at once take away 
the principal inducement to lln'in (o do the husiiiess. TJiey .siy, as a rea.'^on for imlnc- 
iii-_r eai'italists to aid (lie enter{)i ise and linanciers to linance it, it is L^oin;t to effect a 
reduetioii in cost. Thai is true, ami so far as that is the motive 1 myself donlit 
w hether it Would ever Im* de.sirahlt* to interfen* w ith it. Hut so far as t he real motive 
is o\ereapitalization, simply usiny; (he other as an ar?«miiient to ;;et pi'ople into it, 1 
have a fei'liii;; tliat it is somewhat doiihlful. I havi* a feelin*: that if a rennaly for 
this ;^reat amount of eoinhination that is ^oin^^ on is to he sou^^ht, it may he sou.i^lit, 
aiMoii;; other lhiii<^s, in doin^^ away with inducements; in other wonl.‘<, by makinj'it 
impossible for them to umt lliat nwvanl. 'riieii only sncli couiliination w ill yrowas Is 
iiispiivd by the desire lor elu'apness of production, an<l not that w bicli is inspired 
laiyrly by llie ilesin* to make two siiart*s of stock w here you pul in one—one of pre¬ 
ferred and one of common—unloail liotli on the i-ommimilv, and let the eommunity 
sillier the <-onseqU(‘iices: eoijibinin*:' more and more, ami thus prodneiny some of the 
alleged evils of this excessive trust devi'lojiment llial is j^''oin<^ (>n now. 

< tf eoiirse, the (rust, so far as it is an or^aiii/ation made up of certilicaies is.siied by 
Inisli'es, has to be ilealt with on a different basis; but so far as the *;reat N'ew' Jiusey 
'•orporations are concerned, it .seems to me if New Jt'r.sey .said to the cor|)orations 
Ion lied lln'i'e, “ You may issue capital stock, preferred or eominon, the anioimt of 
the actual valui'sas louud by oiir trusted ollicers and no more,” tliat very many of 
the -rreat otiranizalion.s that are now mailc would never be made. Tliey would not 
do it for their own healtli, and they are not juiblii- spiriti'd eiiou^di to do it for the 
sake of (‘conomic prodmdion. They are doin^ it to oet two shares w here tliey jait in 
^1; that is the motive. I ludieve that the lendenev can be ebeekc'd if it is |)o.vsi])le 
to Lfi'l the States to say that ,so far as eorpora(ioiisi;o tlie State w ill not ;^ivi' this bonus 
to promoters by permittin;; them to i.ssiu^ shares far b(‘yond vahu's. I bidii've that if 
that power is taken away from tlu'in altogether, ineindino llu' o})portunity to aceom- 
I'lisli it liy trust, if that call Ik* done, substantially all, ora verv\ureat juiii at least, 

' I the objeclionable development wouhl be terminated. 

No loXiiFK LIMITATION OF CAIMTAI. .STOCK, I'HoVIDLI) I'l' lOCFllKSKNTS ACTI \L 

.\SSETS. 

(Hy Mr. Smyth.) You say the limitation of enjutal to one million has bi-eii 
U'liioved, and by ^'eneral statute (be amount, can In* imuU* lai>;er?—A. Yes. 

•■h Is there any limit to tlu* amount in Mas.sachusetts? - None at all. 
t). It imist he a show down of hands that (lie assets are tlien*?—A. Yes. 

Wlio appoints the commi.ssioners you .«peuk ol7 —\. The oovenior. 

•UvSl i.Ts OF lUFFEUENCES lUCTWEUN THE I.AWS OF lUFFEKENT STATES—MASSA< IH SKITS 
LOSES SOM)': TAXES. 

Q- Now, have you found that the restricted reqnin'ineiits with reference to charters 

tended tn drive (he formation of corjiorations away from Massachu.setts? - Of 
' ’.»ursi-, so fai- as our own quasi-puhlic co)])ora(ions art^ concerned, they praetii'ally must 
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be incorporate<l htnv under the lawn as they Htand. It is perfectly true that ^ great 
many of our linsinesH men, when they wist; to form corporations for certain purposcK, 
legitimaU^ (‘iiough, hut do not wish to pay in their capital stock, go elsewhere. Tljey 
go to Maine, Ni'w Jersey, New IJampshire. It doi'.s drive them away wl>en they arr 
going into any enterprise where they do not wish to pay in the full value of the ca|)- 
ital stock, and that giv<*H a loss of income to Mas'^achuHctts; hut if all the iStatc.s 
appluxl the sanu' law it would work (*<jually fair to all. 

Q, These other cor^K>rations, such lus textilecorporatioun, can liave a factory in tliis 
State with a charter Irom another State?—A. Oh, yes; we allow corporations from 
other States to do husint^s here by tiling ci*rfaiii papers agreeing to arhnit service of 
process here and to appoint an agent. 

Q. So these re-strictive lU’ts have temled to lessen the income of the Stah^ of Ma.-^sa- 
chusetts?—A. I suppose that it has a very littU‘. I d<4 not- krmw how much it has 
tended to lessen tiu* incomes W'v g<‘t a c(‘rtain .small ilicome from foreign corpora¬ 
tions tloij»g business here; the nrojierty is here to Ih^ taxed, and, of c<mrse, all the 

I jroperty which they own in this State is taxed, no matter if they are oulsido. 
Vobably it does lose us something; 1 luiv(“ not considereil that (Uiongh to say. 

Q. To" make the Massaclm.setts laws fully successful would re^piire the enaclmetit of 
similar laws in all the t^tates?—A. To make it entirely equitable, it would be fair that 
every State .should «lo the same thing. 

NKW JEUSny OETS I..vit<JE INCOME UY MAKINCi COUCORATIONH. 

Q. (By Mr. Fakuciiak. ) From the fact that other States do not follow the (Nxanipic 
of Massachusetts, it may be assume<l that they <le.sire Massachusett.s caj)ilal m 
re.stricted capital of othtu* States to <*ome in then* under tlieir more liberal laws?- 
I do not know. I liave lu*ard it sugge.shxl that Niuv Jersey liked the large im-oinr 
tluit came to her tre^usury from having the large corpoi'ations organized there. 

ty (By Mr. S.mytii.) Has it not resulted in N(‘W Jersey in lowering the tax rate? 

A. It has result'd in giving them a large income from eorporation.--. 

(h (by Ml'- FAiuiriiAU.) Have th(*y not more revenue than is neces.sary for their 
State expenses?—.\. 1 undeixtand so. 

TJIE liKNEKAI, INTEKEST UEST SEKVEU HY STKICT EErilTl.ATION. 

Q. If this commission was to recomnicn<l repn'j^siv^* legislation, such as now obtains 
in Massai’husetts, to tin* State of Illinois, ami the Slate of Jllim»is said, “ We want all 
the capital we can get, ah<l do not intend to pas's repressive legi.slation,” how eouM 
you hope to get tin* Western peojile, who desire i-apital, to maki* any change in t lii ir 
laws, for tin* sake of the uniformity you speak of as being so ih'sirahle?—I think 
that a souinl, healthy view is that in the long run tln^ interests of tin* Stale are hesf 
served by having the whole cortxiraU* business <ion(* upon a sound basis, and that if 
you could oiie(^ get the business men of lllinoisand their organizations well wakul 
up, as the business men and tlu'ir organizations were in Boston in 1K91, they wmild 
see that while it was for tlu^ interest of a c(*rtain limite<l number to go on in this way. 
the interest of tlu^ whole people wmihl hi* Iji'tter servixl by that satisfactory and ju.-'U i' 
treatment of the caiatalizatioii qiM*stion. 

Q. Now, at the present time your Boston papei-s are lilh‘d with rhe advertisements 
of tin* American Writing Machine (’ompany. It offen'd to sell over eight millieiis 
of stock, if 1 recollect right. Is it understood that (hat corporation is to he in>ide 
the Stale of Massachusetts, or wliere?—A. I do not think there is any a])plicatioii ler 
anything of tfiat kind. ^Ir. .Kndicott told me Ihen^ had been no a])plication since 
the law was passed for (he incorporatioii of any company with more than 
of st(x*k. 1 think it is a corporation established under the laws of New Jersey; hiii 
possibly not; possilJy a trust arrdiig(*ment, ju.st as was the case with certain railways. 

'I'Kl’STS. 

Q. Your laws would not permit a trust, of course?—A. We can not prevent )>ii(- 
ting the stock of companies in the hands of individual truHtee.H and issuing certilicat' S 
of stock upon these shares. You could not piitMie.se shares of a domestit; corponi- 
tion in the hands of a foreign corjioration; that would he ohnoxiuus to this a>b 
but when that act was passed this development of the trust, the putting of the sU'ck 
in the hands of trustees, had not a])p(*ared upon the horiz(.ui, and wc^ did not giiani 
against having the shares of h companies put in the hands of J gentlemen as trustee.- 
Q. Was not this after the decision of Mu* court of appeals of ISNiw York in the ca.-e 
of tile American Sugar Kefining (Joimiany, whereby they set aside the whole tius 
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matter?—A. I am not sure whether that is so or not; but at any rate wo did not 
undertake to go beyond the ease of foreign corporations, ami not inore tniKloes, get¬ 
ting control of the stock of our corporations. We did not go ]>eyond the require¬ 
ments of the case. 

INVESTMENT AND SDEeULAlTON. 

Q. Wherever this American Writing Macliine Company is ineori)orated, in New^ 
Jersey or elsewhere, it is outside of the State of MassacJiusetts; hut they come and 
jKlvertiso inside your State. You are |xuTnil(iiig in Mussachuselts .sto<-k gambling, 
irres}KH:tive of your laws. Can you shut theju out?—A. We have never trii'd it. 
Whether weean or not, 1 prefer to hojx! the other States will take wise action rather 
than call on us to enact exclusive kinds of legislation. That wonlil l>e something 1 
sliiHiId wish to consider very carefully before, as a lawyer, I exjn-essed any opinion 
as to how far you could interfere wdth doingIxisincss in tliat way. If gentlemen see 
fit to buy np the stock of several corporations ami own that stock, I do notset^ a very 
easy way of dealing with it. If, having bought it \i|> with money of 20 geiitlenum, 
tliese 3 gentlemen see fit to issue shares of proportionate intere.st, as we do liere in 
companies that we form, for instance, it is pretty hard (o frame any way of dealing 
with tljeni that would be legal or meet tin* approval of our business inen. f think it 
would have to be the subject of a regular public; crusiule, so to s])eak; a fniblic upris¬ 
ing, as the antistoek-watering laws were. 

tp Your .statement as to tlie laws of Ma.ssaehus(‘tts is instructive and interesting, 
lull if tin; corporations of every other State can come in and sell, it is no j)r(dection 
to your people?—A. We recognize that our peoj)ie, as investors, are exj)o.'^c‘d, hut it 
gives me a chance to say to you, gmitlemen, that our laws were framed not so inm;h 
with a view of protecting our investors, though that was an incidcmlal tjnestion, as 
lor the purpose of guarding <njr great comimmitii's against exce.s'^ivc* charge's for 
transportation, or for such necessaries as light or electric communication. It is to 
guard them again.st that subtle* ove*rcharge which conu's from nvereaipitalizalion. 
The men who were in tliis wen^ largely |H*opIe who palronize*el the* gival railroaels 
and did not want to pay exe*e.<sive rates of fre*igld, and wlio patronize*d gas e-om[)unie's; 
ami the investor side was not so iniuJi in (ine*stion. We re'alizcel it, hut we never have 
sought t<j ])re)fe*ct «.)ur ])ooi)le against the conseeiueiices of their own folly, if they see lit 
t<j go into speculation. 

OVERe'AI’lTAlJZA'nON AS I.KADIXei To OVEm'lIAK« IE. 

Ij. You seem to argue;, or it is implied at least, tiiat overc apitalization hoe*omes a 
Imrde'ii on the pee)f)le. Tlie street railway, for instance*—that where they altemjUed 
to make* a elivi(ie*nd of 12 ]K*r cent wlicTc iegitimateJy they ought to havt^ S, it is 4 
per c'c'iit taken out of the people tht*iuselve.s?- -A. That was the view which pre*- 
vaile'd. Tliat wjus the (*xpre;.ssion iu the^ movement. In i<taling tlie matter to the 
e niiimi^sion, I was really trying to lx* Ihe witness, and state the; facts with perfeeT 
i';mdor; mU desiring to color it at all, until 1 made two or three suggestions in the 
last inoim*nt or two. 

(h Take a street railway in the city of Now York capitalized at two million; that 
stre-ct railway has extended its eepiipment and track to almost twice what it was when 
it was capitalized at two million, hut still re*niainsat the* .‘jaiiu; old tigure. The; rail¬ 
way, of course*, does now three times tlie amount of husine*ss: its di\ idends-no one 
kmovs what they are;, and itdid not need to ove-re'apitalize* to mulct tlu‘pu))lic,heeanse 
it held its original capital and is now })rol>al)ly giving three; limes tlu'di vie lends it gave 
al lirst. Look at the (Jiemical Bank of New York lo-day; .see* the enormous rate of 
tli*‘ir shares; and yet you can not ediange tiu; e-api(aIization l>y law anything 
cts*. So a company may hold its capitalizatieni, without extra capitalization, and 
still draw freun the people this patronage ami have; the hc’avy eiivideiids. Dex’s 
that stand as a business pn)posi(i<;n on both eml.s?—A. Ourcorporalimisareall reejuired 
to make swe.wn returns to the e'ommissione*r of corporations. AVe therefore know 
just what eUvidends they pay under all circiim.stanccs, and the* pre-sumption vv.as that 
(he* i)e()ple, in the of epiasi public corpemitions, would by juihlic opinion e*ompel, 
ui a way, by their disexuiteut and clamor, a reduction of rates if the rate of divideml 
I'ccanie very, very high. When the rate of dividend on any of our puhliet-serviee 
e'orporations—gas coinjmnies, for instane-e'- gets ii]) tveward high-wate*r mark, imme¬ 
diately the eon.snmers begin to eomidain, and our laws provide that they may go to 
ole; Alassae’hnsetts electric light eonnnissioncm and tile* a pe*titiem for a reduction of 
rales; und the commissioners, having the supervising power, would go j>retty far in 
lhat; and the gas company, if it has made large jirofits, or the e*l(*ctne* liglit company, 
niay he requested to name lower figures. Our railroad commissioners, while they liave 
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not absolute control, have advisory power, and as a matter of fact 1 do not know that 
the advisory power has ever been (lisrefjarded. They may advise regarding mtea. 
They even (to advise regarding workingmen's trains; and their advii^e is nsually e(jui v- 
alertt to a eoimiiand, for if tht“ir advice was disregardi'd the probability is the next 
year would see a l)ill in the legislature calling attention to that, and perf)aj»sainie(iat 
the corporation in such a way that it would seek to acrconiplish as much or more for 
the community in soino other way. I make this reply only by way of explanation 
and witlHuit any intention of arguing the other side, but to state it as tiie gentlemen 
stated it to us. 

il. Have you any means of knowing tbe actual earnings of your street railways in 
Massuehusetts?—A. have tbe railroad commissioners' report, which shows the 
earnings of every street railway in the ^tate and a careful summary of everything. 

MUNICIPAL OWNEKSHIP OK NATURAL MONOPOLIES—llONESt, INTELLIGENT SUPERVISION 

SOMETIMES Um'ER. 

Q. Have you any municipal ownership of your natural monopolies in Massachu- 
s(‘tts?—A. EsptHually of watcn* companies. 1 think Massiudmsells probably leads all 
the States in her immicipal owiiei'ship of wat(?r plants, and lately we have established 
not iminici[)ai but metropolitan ownci'ship of a great plant that is to cost about 
§>30,()00,(K)0, to supply water from Worcester Ocuinty (and it is eontemplated to rim 
over into Hampshire County) for this great metropolitan district. My own city of 
Cambridge owns her water plant, has a water lioanl, and collects spi^iaal water rates. 
The most of our large cities have municipal ownemhip of water. There have been a 
few attempts at municipal owimrship of gas and eleclriir light. We have no munii-- 
ipal ownei'shi[M.)f transportation or tek'graph or telephone that I know of; I think 
it is liniiti'd to water and to sonu* (Tu^es of light. We have a gcuieml law that pro- 
vkles that munieipalitii's inav go into tlie eleetric-lighting business. 

Q. Do yon think in municipal ownership there is an opp<u'tunity to comitera<i 
overcharging by private or ipiasi-public companies?—A. A great d(‘al, a very great 
deal, has been urged upon us. IVrhaps 1 am not one of thns<‘ who g(‘t very entlmsi- 
a'^tie. I have been inclim*d to think that, as a rul(‘, with judicious supervision of 
rates, with supervision as to all tfie issues of tlu? capital sti.»ck, so (hat there is not :i 
fietitiou.s dollar to earn intere.'^t on, and with ean'ful siipi^rvision of the returns, ;in<l 
power to sui)(‘rvi.<e charges and rat(*s, it would be well to go slow in respect to actual 
ownership. If you are going to hand these ovt'r to unrestricted monopoly or owner¬ 
ship, it is another thing; but in tin* ea.<e of th<‘ jmblic-serviee natural-HKmopoly cor¬ 
poration, I lielieve tiiat with honest and intelligent supm-vision by tlx* State, monopoly 
is imt a menace. But that supervision must Ik* intelligent and must he hoiu'sl; lor 
where this monopolv begins, and it begins at once in the natural-monopoly coriiom- 
tions, here eompetition I'lids and supervision should begin. The two should together 
cover the field. 

MLNK'IRAL OWNERSliir (JOOD, IE (iOOD, HONEST SERVICE ( AN BE GOT—SUCH SERVICE is 
GOT IN MA.NY M.KSSACH ISETTS CITIES. 

Q. It is (juitc ('vid(*nt that those natural monopolii's of cities must yield more than 
almost any other busin(‘ss, because^ the greatest capital of this country is cmgagi'd in 
th(‘m. Now, provided there is more mom-y in that, is it not a prohaliility that there 
should Ik* municipal regulation and possibly municipal ownership?—A. It has always 
sc(‘mcd to me the moment you get good, lionest, economie service, then munieiiial 
ownenship is a very desirahk* thing in tlu'.si* natural monopolies; hut since you are 
not able to get holiest an<l intelligent public .service, hut are ohligtsl to have agoo'l 
(leal of log rolling and pollti(Td pulling in onler to hamlle things, it. has seemed to 
me there is .strong argument for .supervision instead of absolute ownershin. 1 shonM 
come to alisohite ownersbip, perhajis, iust as soon as I got honest ami intelligcnr 
public service in the admini.stration of these monopolies; hut if you are going to lia\'; 
a gr(*at monopoly of that kind, with its vast amount of money and large mirnher oi 
employees, used for ])olitical ends, it would beamenac(‘to tlie pei pleaml nota licli>. 

cj. Vou say it would be a danger, then, to liuve the public service a .sulijectof 
political control?—A. No; to iny mind there is that danger always attending public 
ownership unle.^s you g(.‘t the thing well (ileart^l up iKdoreharnl. T do not mean l<> 
.say there are not many of our eommuiiities where it could be done satisfactorily; it 
is certainly done with absolute safety in mv own city; it is done safely with the great 
metropolitan system of Boston. I do not think there is a coinmission more free Ireui 
|M)litical inthumce than the water commission. I do iiok think tlie water board <>l 
my ow'ii {*ity is in (be l(*a.Kt to be cliargc'd with anything political. I think public 
ownershi]) should come slowly and in a way nut to demoralize. 
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Q. (By Mr. Smyttt.) Bo you know of any inatancos ontaide of thoao you have men¬ 
tioned where they have l)cen safely and economically administered?—A. Theeity of 
r,«)Ston has had its own water supply for a lonjr time and 1 liave newer heard of any 
scandals. And there was the Mystic Water Company, which supplied water to sev¬ 
eral of these cities on the north of Boston. 

Q. Your experience is altogether with water supply?—A. Entirely. 

th No street railways, or anything of that kind?—A. No. 

Q. TIk; othei' field woiih.l become much more hazardous?—A. I mean to speak 
only of wati*r and the very few ca-sesof light that 1 know of in this State; hut there is 
a coiisUint tendency to take more and more of the water companies. Within a few 
years tiiere was the case of N(Hvhury|)ort and (rloin^ester, and, I tliink, Wakefield. 

number of emp(oy(*es the greater the doubt of the propriety of 
jnihlic administration?—A. It would st'cm so. 

(^. In other words, the city may run the waterworks department e('onomi<‘alIy, 
Imt it is different in respect to running the street railway department with its thou- 
sitids of employees?~A. There may be some daitger, Init tliat is one of the things 
that ear'll man a])proachi?s with a little of his own natural bias. I think whtm one is 
inclijierl to favor public ownership of thesr^ instrumentalities it is easier for him to 
l)rli<‘ve there will not be trouble, if he is pretty skeptical about it he is apprehensive 
of trouble. 


IMIOTECTION OE INVKSTOUS; IF MKN WILL BUY, THEY WU.L. 

(By j\Ir. FAiupurATt.) A foAV minutes ago we eallorl your attention to the fact 
that w itli vour rr'strir'tiw' laws you could not safeguard your citizens from being taken 
in by tlicsc ovcrcajiitalized corporations of other States; what protection could you 
offor. do you think?—A. 1 have found it pretty hard to prevent people from being 
Inolish I'liough to buy what they want to buy. If every State in the Union w'ill ser*. 
(n it that th(“se n'lischirn’ons and misleading infiiumccfrare not created, well and goorl; 
audit’ they create them, 1 do not see any way of preventing a careless man from 
Imviiig shares in some fake cojiper rnitu' organizi'd in some far-away State, or in some, 
fakt‘ ii'amifaeluring scheim* that will go all to pieces for lack of sound management, 
(,r ir.r lack <U' market, or for lack of (apilal eiioiigli paid in. As a lawy(^r, I do not 
Hr how yon are going to prevent a man’s spending a hundred dollars of his money for 
a ptriiy piece of engraving, unless it is an absolute, paljiable fraud, if he is so foolisli 

to do it. 

It mav be your view that the only way to save tin* j)ul)lic from great harm in 
that is to liave several of these tru.'^ts go to pieces and (lis»avdit the whole .system 
hi ['oi<‘the peojil(‘. Is that your idea?—A. It maybe that will be the only way to 
leach tiu^ lesson. 

(By Mr. SMYTft.) You think experienec will b(‘ the licst teacher?—A. So far as 
the inve.ding jHiblic is concermMl I confess 1 do not see anything to prevent them 
imit) having. J see ways of guarding tlie public generally against the indirect con- 
sc<|ucii«vs of overcapitalization, as 1 have sjud, so far as ovmcharges are concerned, 
and, incidentally, so far as nndcsiralde combination iscoiieerned; Imt when it comes 
to guarding thein against buying and selling, 1 do not see any way of doing it. 

TUI-: TKNDFNCY TO COMHlNATTOX IS XATrilAI-, BIT IS I NDFLY STIMI L.\TKT) WHEN A 
PKoFir CAN BE MADE BY OVEIU’ABITALIZATION. 

U- Do ymi tldnk for the last 15 or 20 years it has bi'cn the trend of matters, with 
the (*xc(‘ptioij, of course, of 1S!)2 to 1805, to run into this combination?—A. Very 
inncli. 

U- Men do it as a natural tendency in bn.«iness rather titan something artificial?— 
I ‘hink it is both. I think it is a natural tendency of busine.ss, and I think that 
iialmal liualency is unduly stimulaU'tl bv tlie opportunities of the corporate or trn.st 
"rgimization. A.s far ns it would naturany go, in the interests of business and cheap 
l>i'odii<‘tion, one would hardly care to object to it. It is only when it.s soeeil i.s 
gicutiy ncc(‘lerated bv men anxious to secure overcapitalization and profits tlmt it i.s 

h;id thing. 


INVESTOHS c.^N NOT WELL BE I’ROTECTET) IF STOCK IS l■EKMI'^^KD TO BE WATERED. 

Q- (By Mr. Clarke.) Since the pnl>Ii<! have so largely become investors in the 
^'ock or securities of private busitK'Ss cor|Minition.s, ilo you not think tlu‘ time has 
<'"i>ie when some way ought to he contrivc'd to protect investors as well as purchasers 
"1 the things jirodueed by theses corpornlions?—A. I always welcome every inove- 
83 a-72 
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ment toward protecting tho cominunity against oppression and fraud in the purchase 
of valueless thinpi, yet 1 do not ea.sily see the way to do it. 

Q. You think it is a consunmiation devoutly to be wished?—A. I d^ but I think 
if the stuff is once permitted to be created it is going to be more difficult to find a 
way to forbid anybody who wishes to speml his money in that way to buy it. Pre¬ 
vent it from being issued in the start and turn on the light, but leave the free Ameri¬ 
can citizen to buy if he will. If he wants to be gulled, I do not think it is going t(j 
bo easy for the legislature to prevent him. 

DIKVICUI.TIES OK STATE BEOULATION—INTERSTATE COMMERCE. 

Q. I suppose you recognize the great difllculty of bringing all of the 4.5 States of 
this Union up to the high standard of preventing overcapitalization?—A. I do not 
sec how it is going to be possible to do it short of a'miraele in the way of public 
opinion. 

Q. I presume you recognize that it will be extremely difficult for tho authorities of 
any one State to efficiently supervise tho issues of stock in corporations whose busi¬ 
ness is in some remote pari of the Union. For examiile, if Florida in the southeastern 
part of the Union should undertaki; to grant a charter and supervise the issues of 
stoi^k to a company like the Federal Steel Company, whose jiroperty is in Illinois, 
Ohio, and Minnesota, do you think the 8late officers in Florida, however efficient, 
able, and honest, would be able to grapple with the problem?—A. I verv much (ear 
they would not always. Of course some of the far Western States would be in (wen 
a worse predicament, because they are not as well cijuipped perhaps with men coin- 
petent to deal with it in some of these States ivs Florida. 

Q. Since the business of these great combi nations of business is so largely concerned 
with interstate comimwce (I have in mind companies which own railroads as a mere 
incident to their manufacluring, but these railroads extend over more than one St4itc) 
ha.s your attention been given to the idea that the very extent of the business of I hese 
private corporations might make them amenable to Ftnleral legislation under (lie 
interstate-commerce law or something of that sort?—A. 1 have never undertaken l.i 
get at the bottom of the present constitutional power. I do not believe the mailer 
will ever he dealt with satisfactorily by 4.5 or more different States. If it is to hr 
dealt with in any wholesome or healthy way, I do not believe it can be done by get¬ 
ting the different States to do what Massachusetts has done, because when several 
have done it the temptation will be so great to some small State to stand out and get 
all the reward. 

Q. (By Mr. Farquiiar.) Ju.st as New.Iersey did?—Suppose .all excejit Delaware 
and Idaho had done it and the efforts of all the {‘oinbinations were brought to hear 
on Delaware and blaho; we should never get such legislation through, in my opinion. 

(Testimony closed.) 
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TESTIMONY OF ME. JOHN R. DOS PASSOS, 

AUonuij (tl \(i. -JO ltr<>a(f slnyi, Xnr Yurk. 

The c(^minissio)i ]mo\ at 10..‘>5 a. in., Viec-Chainiian Thillips pn‘si<nii«.r. John K. 
lies I’a.ssoH, esip, Mas infrodneetl as a witness, and, having dnlv allirnuxf, testiluxi aa 
Inlluws: 

Mr. IMijlliph. Governor Harris, of Ohio, has kindly eonsentiMl to lie in the cliair 
to-day. I shall he pleascxl if Governor Harris Mill take; the chair. 

Q. (hy Mr. Jenks.) Will yon kindly give your full name and a«ldress?—A. John 
Ii. i)os I’a.'vso.s, New York, No. 20 Jlroad .-^tri'eL 

i). What is your jirofession?—A. f am a lawyer. 

(j. I understaml tliat you havealrea<ly prefianxl some gema-al statement that you 
would like to make to the (X)ininission M’ith reference to legislation?—A. An oral 
:^(:'tciticnt; yes. 

• y \\'e shall h<* glad if you will give that in your own way.—Thank you. 
i,AWS snoi Lo nn pKKe.Mnci) hv commissionkks—too many laws. 

Mr. ('uAiuMAN AND GENTLEMEN oE THE ('oMMissioN; 1 appeal' hefovo you this 
nioniing to inaki^ sonn^ obst-rvations upon the legal and liistorical a.«pect of the (jues- 
tioii of tin*aggregation of cut>ilal, wlndher that capital ho rcpri'sentcd in money, in 
goods, or in labor. Because of its imnuifiirily, 1 am lu'ro to endeavor to reseue this 
subject from tlie domain of law, where it do(*s not l.K'long, and place it in the field of 
s|)ccijl:ition and thought and political economy, where it does belong. 

I appear h(^re as the repr(‘sentativ(‘ of no <x>rporation, of no aggregated interest, or 
of no individual, and the opinions and views which I shall have the Imnor to express 
an* entirely my own; T aloneam r(‘sponsiblo for thc'in. They are made without eon- 
siiltatioii Muth anylxKly, and wliatevcr critici.sm may arise from the observations 
which 1 shall address to yon innst therefore fall mioti me alone. 

I cotigrafulate the country that tliis great and interesting, not to say absorbing, 
•I'ustion lias fallen at last into a legitimate ]»lare of discussion, and that tliis eoinmis- 
•■'ion. cuinpo.'^ixl of individuals chos(Mi from all the walk.s of life, is to sit here and to 
hear everything that anybody wishes to say, and to report tlieir conclusions upon 
the facts in .«hape for definite a(*tion. I n'gard it as of the greatest im]M.)rtancc to 
tills connlrv that (piestion.s of this kind should primarily i>ass througli the onh^al of 
a eoimnission. Jf they art^ liTt iu the hands excln.sivxdy of ])oliticians very mucli is 
of an extravi^ant, emotional and s(‘nsational cliaracter, and the resnlt.s which 
aivnic ironi such a method of inquiry and examination are, in a general way, unsat¬ 
isfactory to the reasonable, thinking neople and the important business interests of 
the country. Whatever is filtered tliroiigh this commission, 1 believe, after its 
' Nhanstivt and lalxinous study of the questions involved, will he of service to flie 
" hole country. And permit me to remark at the outset that, in my opinion, it 
"'tiild have been very much better for the interestsof this country if, in.^tead of pass- 
JJig till* interstHte-(X)mmerc,e law, the (Congress of tlie United States had, in the first 
inst:iiic(‘, apjiointed a commission to inquire into the iuhhIs and necessities of the 
inuisportation and railroad interests lK*fore they rushed to pass a hill, which is the 
iiio.st remarkable piec(i of lemslation tlint has ever emanated from any parliamentary 
01 congressional body, and from whicli tlie corporate interests involveil in that field 
'live only h(‘on saved from destruction by the exceedingly conservative manage- 
1 charact('rized tlie actions of the gentlemen mIio have had chaise 

Ji Uie Interstate Commerce Commission. 
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It is a lasting reproach to this country that during the passage of that bill many 

g entlemen in the Unit4‘d Sfcites Senate arose in their seats and practically said : “ Wo 
now nothing about the bill, but we l>elieve the country wants it, and therefore wo 
shall vote f(»r it.” 

Now, 1 assert that that law should never have Ix^en passed; the matter should 
have been submitted to a commission such as is here, and then if the commission 
felt that the necessities of this country required a law, they would have prepared one 
which would hav<> been consistent with the public interests and which would have 
done justice to all pijrsons inti*rested in the great probletn of milroad transtwrtation. 

Another observation in respect, lo this commission, to which, it seems to me, I 
should \h* ungrateful and remiss if 1 did not allmle. It is not often that I am in tlie 
position to commend legislation, but 1 ('an commend this statute not only in its sub¬ 
stance but in the language used tlmreiii. (.Vrtainly the languai^'e of the act undi^r 
which you are apjiointed and are working is mostadmiilrhle. It is brief and charg(‘s 
you with the two great propositions that arise out of this great subject, namely: 

‘‘Sec. 2. It shall be the duty of this commission to investigate questions pertaining 
to iiumigration, to labor, to agrieulture, to manufacturing, and to business, and to 
report to Congress and to suggest siudi legislation as it may deem best upon these 
subjects. 

‘‘It shall furnish such information and suggest sucli laws as may be made a basis 
for uniform legislation bv the various States of the Union in order to harmonize con- 
llh'ting interests, and to be e<|uita)>le to the laborer, the employer, the producer, ami 
the consumer.” 

Y(*t is not this act an extraordinary commentary upon the way laws are made in 
this great e(uintry, which we in our moments of admiration and enthusiasm are proiir 
t()-<iay to call the leading nation of tlie world in its civilization, in its progress, an<l 
ill all* the elements which make up a great nation? Is it not a remarkable comment 
noon that civilization that 9 or 10 years after a law lias he<?u jiassed l)v the Congress 
ol die United States a commission is cr(*aled for the purpose of imiuiring wlnqlier 
any and what laws are necessary ujion the subject? Making the laws first and iiKpiir- 
inginto the subject and necessity afterwards. Plutarcli stab's that a bocrian stood 
up in the temple with a rope around his neck, pretiared to be strangh'd if bis pro¬ 
posed law was not adopted. 

I .«ay to von to-dav, not in any spirit of sensationalism, but from a sincen^ bcli. f 
and c(>nvictioii, that if tlie laws of tliis country could be piled tog('ther in some place 
capable of hoMing them—the laws which have been enacted since IHIS, when, under 
the guise of law reform,. ill*consi<ler'^*d coditication was introduced into this coiinliy 
and a w<'ed })hint(‘<l into our jndii'ial and legal system which has overgrown and bid¬ 
den from view the real and sinipU* purposes of justice and law—I say that the iiiaii 
who could put a match to this accumulation of verbiage, duplication, and mn!Upli<‘- 
ity of laws would be entitled to a monument at the hands of the Amc'rican people 
for ridding them of statnb's and useless books (not excluding two that I Imve written 
myself) and bringing them bjtck to a condition where they (ainld look upon llie 
question of making laws in the serious suspect in which it should be considered hen 
h'gi.slation is contemplated. 

me make one more ol)servation Ix'fore going into the (piestions which I slum 
di.scass. The great quc.stion, or the great erv, ratlier, wlien public matters arc dis- 
cus.scd in this country, is ‘‘legislation;” “legislation;” “we want laws;” and the 
inquiry is pushed in that line until eueh jiolitical party is in a race to outdo the 
other in making statutes—and this is called legislation; and these statutory (‘inu t- 
ments are made in order to appi'iise what they consider to he the predominalitig 
sentiuKiiit of the hour. In this aspect one party is no worse than the other. 
are Ixitli the same, and standing here as an mde}Hmdent critic, iis I do, careless oI ;m 
IKilitical consc'ijuences to myself, I j^y that one i)arty is as had as the other in 
th(! general nielhod of treating [nihlic (piestions and in tludr superficial mode d 
legislation. • 

TUH SOCIAL COMPACT—NATCKK OP TJUEUTY AND OF LAWS. 

Now, it is noces.«ary for me to suggest what legislation is. Tjegislation 
that one who nndertakt's to draw a statute «nid have it passed through a le^iflkdi^ 
ImmIv should thoroughly nnd(*rstand the subject-matter involved. VV^'e must, in (mn'* 
to have completi^ and thrmaigh legislation, go back to _th(5 basis of social orgmnzatieit 
and no h'gislation can Ik* satisfactory unless it is examined in that aspect. Yon mu'! 
understand the relation that a citizen occupies to the govc^rnment l>efore you ca 
legislate, ami you must Ik* perh^ctly convinced that legislation is net^ssary. 

These views are didactic, hut it is necessary to treat (pmstions of this 
in that way iu order that we may arrive at a proper result, and 1 call to your utti 
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tion this morning—T call to your minds the contemplation of the original civalion of 
society, which is the basis oi all law, the stnu^tuml social conditions that t'xist. 

No one can trace Imck to its origin human sociedv, i)nt w(‘ all have <ielin(‘d views 
upon the subject, whicli are de(Uu;tMl by writers lilc(‘ Mont(‘Sfiuien and Biirlamaqui 
and others who have paid attention to questions of the spirit and nature of laws. 

A man is born into the world and it is assumed tliat be baigains with some gov- 
(*niment for citizenship; that is the a<.:cepte(l origin of socii'ty. He says t.<* the 
government, “I will give you my allegiance, 1 will give you my fealty in return for 
protection,” which organized society, a iiecessjiry condition of liuman existeiici*, 
!ic<-(‘pts and affords him and his proi)erty protection. This is a crude descrii)tioii oi 
the social compact. 

Now, what does this compact mean? It is called political or civil lib«‘rty, whicb a 
(•(‘Icbrated authority defines to Ui ‘‘the natural liberty of mankind so farVestrained 
l)y human laws as is necessary for the good of sex-iety.” Here is a distinct and ckar 
contract on the part of the government not to intrude upon or molest the natural 
|il>crty of man except in ca.se.s of plain ami paramount m*ct‘ssity. 

Now, mark yon. Every law that yon make is, as it were*, a nail in the colIin of 
natural liberty. The object of government i.s not to make laws; tlie object of gov- 
cniiiient is to avoid making laws—the very reverse to-day of a legislator’s liabits. 
And no law should he or can he made which looks to the combine*! inUT<^sts of tin* 
citizen ami the g<>vernment unless thes** primary pnncipli*.s ar«‘a<lben’d to. First, 
y<III must Ik^ convinced that a real nocessitv recjuiivs a law to Ik* ma<le. You must 
(•xainino into the causes; you must know the mischief that you seek to avoid ami 
pu'vcnt before your baud takes tlie })en to write a law wliicdi takes away the natunil 
li)H*i-ly of mankind. 

If the.se priiKuples were only thought of, and all (jnestions whi<-h wen^ to he the 
siil)jects of law should he imjiartially ami thoroughly con.'^idcred, nmeh unnecessary 
legislation wouUl be avoided, and the condition ot this c<juntt y, so far as its legal 
affairs are concerned, would he very much better. 

(icntlemen, but one more word preliminarily to lln- main subject, which J .shall 
now touch. 

MEANING! OF “tKI'S'I'. ” 

l>cfore we discuss any subject it i.s necessary tliat we should und(‘rstaml each 
oilier as to terms—we shouhl agree as t(* tlie issm* involve*) --the primary matter 
wliirh we are brought togetlmr to con.snlcr, and hom*e there is a nec(‘ssity to have a 
di-linition. A definition is an absolute prelude, a sine *jua non, to a •liscus.'^ion unde?'- 
staiKliuglv of any subject, whether it is legal, moral, religious, or otherwise, because 
without. *ielinitions men (‘ould never get together. They would not understand each 
otiicr. 

Now, there is the word “trusts,” used in the <liscnssion of the question of aggre¬ 
gated capital, and that word i.s uh(m1 so freipiently in this country that it has become a 
synonym for aggregated capital—has beeonie a phrase n“])resenting all of the forms 
<il' coiiihined capital.' 

\Vc inustexclude from thi.s discussion words and plirasos that arc useless and moan- 
iiigliw or we can make no intelligent progress. A trust, according to.Tudge Story, an 
authority on equity jurisprudence, isan ecpiitalde intiuvst wliii’li a man lias in personal 
or roal property; and the liistory of trusts, if anybody is di.spo.'^cd to go ha<-k tt) study 
the origin <)f tliern, will be found to have arisen *)ut of an evasion of some of the 
in iuciplcH of the feudal law. But in the sense in whh'h a trust has lieen used, so far 
as it haabeen technically and legally used for the last two Immlred yeai-s, it means, 
as .ludgi; Story has tsaid, an equitahlij riglit in piu-sonal or real property. That is, it 
assumes that the tru.stee, who is the pei'son controlling or tlie physical cusPalian of 
lli<* morons of the real or personal jiropertv, is tlu' legal owiuTand the real owner, 
" Idle tile person really interest(‘d is <*allod the cestui que trust, or tin* beneficiary, 
lie, (lie latter, is theactual owner. The trustee is the one given the legal title, but 
he has no duty oxeejit to curry out the terms of tlie trust, whereas the actual owner 

tiic henetieiary; and although the title is not in liim, he can cal! upon the trustee: 
at any time, according to the terms of the trust instrument, to account for and fulfill 
Ihe mission of the trust. 

In a[)plying that word “trust” to th(‘ question of aggregated capital, about which 
1 Ninll speak, it means this: Assume that six tx^rsons desire to become the owners of 
•"ix <-onipanies; they get togotherand tlioy make what is called a trust d(“od ora trust 
agreement. That trust agreement recites the terms under wliiidi the securiti(>s are 
hckl; that is, tlie stock, tlio shares of the.s*^ six eonstituent companies, ar(‘ (aken and 
I'laccd in the hands of a tru.stee, who has no actual or real ownci’ship, except that he 

the cu-stodian—theshareslxdong, acconlinglv, to the trustee, (oadniinislerthe trust. 
Hiat was the object of a trust, so far as it ajqilied to corporate transactions. Let me 

'Sri- Ml. Altoii.p. 1178. 
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try to make this perfectly clear. All of the stocrk of the six corporationsia deposited 
with, sav, one jjorson, and that person issues a receipt, called a trust certificate, hy 
which the jH^rson receiving the trust certificate is entitled to a defined interest, uh 
therein statcnl, in the properties of those six companies, whose shares have been 
lodged with the trustee. 

A trust waa not a novel proposition when it was introduced into dealings in cor¬ 
poration shares. It was tlie application of an old principle of law to new conditions. 
The oliject of it was this: To keep people wlio had no business to know from know¬ 
ing the secrets of that trust. That is the object of a trust (a perfectly innocent and 
a perf(K;tly laudable oliject, in my estimation).* If they had formed one corporation 
and put the six constituent <*oni]>anies into one corporate body, it would have he(Mi 
lieralded to the world, and the world would have had the right to go into thocountv 
clerk’s office, or the ofiice of some officer entitled and autnorized to receive tliosi) 
papers, and to look at them. The object of the creation of the trust was to avoid that 
pnlilicity, and therefore they had a trust agreement, which was deposited in the safe 
of the trustee, and nobody knew anything about it, except the beneficiaries—that is, 
the persons holding the trust certificates. 

Now, if the learned chairman here had had an interest in one of those companies, 
lie would have received a stock or a trust certificate, and that trust certificate wouhl 
have entitled him to receive, at the proper time, dividends, and ultimately to reccivn 
his proportion of the principal. That would have been the right of the holder. 

The beneficiary, or the cestui quo trust, or holder of the tru.st certificate, had at all 
times the right to walk into a court of equity and demand that all of tlie business 
condiuded by the trust should be opened to his eyes and should he accessible to his 
inquiries. 

The only two largo industrial corporation.s which re.sorto<l to that system, which I 
will call ancient procedure and ancient law, were the Standard Oil and the Sugar 
Trust.Through the enforced de(“rees of courts, which di'iclared such trusts monopo¬ 
lies and against public iM.)licy, they gave up the form of trusts and they assumed the 
form of corporations, and when tln> Sugar Trust divested itself of this exterior gar¬ 
ment, and when the Standard Oil Company divested itself of its exterior garrmait 
known as a trust, it did not aff(‘ct the vital body, it did not affeet the corpus; it di<t 
not affeet the real, substantial objects involved in the trust, but they simply put on 
other suits of clothes, ami ap[>eare<l in the community in tlie new garments. 

The word “trust” must tluTcfore he <liscarde«l in the<liscussion of these questions, 
nowand forever; because the courts have set I heir seal of (condemnation upon it, atui 
they rcHiuire that peopil^ who have in view the aggregation of capital shall now <‘on- 
summate it through the instrumentality of a (Wporation; and in discussing these 
questions we mast dismiss this word “trust” lus meaningUss and useless,* 

now OUEAT A CAl’lTAL IS PERN'JCloU.S? — IX WHAT HANDS?—PCT TO WHAT PSE? 


We then arrive attln^ question as to what was tlie nu'aning and intent of Congress 
in the appointment of the commi.ssiou, and wliat is the meaning and intiTit of Hu* 
pnlilic discussion, which has gone on from one end of this country to theother, n|»>ii 
the <piestion of aggregated capital. It means, so far iw I (Comprehend the qncsiion 
and I want to state ita*^ hroadlyas possihU*, so that noteven the mostdih'ttantecritic 
can find fault with the definition—that certain organizations, or certain peojilc, or 
(ertain writers, contend that the aggregation of capital is pernicious or detrimciilal 
to tlie public wtdfare and tlie iiublic good, and they therefore ask this commission, 
as they have ask(id the courts, under the legislation which is already exi.sting, to 
come forward and help to forever stifle this evil. 

Now, gentlemen, I want you to observe that the advocates of legislation again>t 
aggreji^ated capital have not put their view.s int<.i definite form, and then; is the<lilii' 
culty in discussing the question. J.et me try to give to their vague theories a “local 
habitation and a name.” la^t me 8triv(^ to make a postulate for the people wli" 
oppose aggregated capital that will form a basis of di.scus8ion—historic, moral, legal, 
or religious, if you pleas(*. Ixtt me create an issue. 

Aggregated capital is wrong, is pernicious. What i.s meant by that? Tluni* 
tliree tilings that must lx? looked into in approaching this question; namely, (1) o'*’ 
amount of capital intended, (2) tlu; person in whose hands the capital is vested, and 
(3) the use to which the capital may Ixi put. . 

Now, let ns follow tills arrangement and set! whether there is any intelligent bn'"'^ 
made by the.se advocates, and I will put them all in one class—newspapers, pold'**^ 
organizations, writers, and everybody else; is there any intelligent or sufficient inlor- 
mation vouchsafed wliich covers th(:!se three important points? __ _ 


•See Mr. Allen, p.IITS. 

-Sec the plan of organization of the Whisky Trust, p. 198. 
As to nsirganization of the American Cotton Cil Trusl, sec 
tlons in the rnlted Stales, p.24y. 

■‘See Mr. Allen, p. 1179. 


> the National Ix'ad Trust, see p ' 
lalle, TrustHor Industrial CouiM»'* 
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First, the amount of tlic capital; second, the person wlio is to use ttie same and 
tliird, tho use to which the capital is to bo put. ’ 

Now, let us see as to the amount of tlie capital. How much capital is ixirnicious? 
Ih u niillioii clollars capital, aggrop^ated in tlie handn of a corporation, pernicious* or is 
2 millions; or is ,5 millions; or is 10 millions; or is ,W millions; or is lOt) millions'' 
You can not discuss questions of proposed lemslatioii unless you have lixed princi- 
pics, and iniorination to go by. You, sitting nere as intelligent in(juin‘ra into the 
I r uth, going t<^ the Ixittom of things, must have facts. You can not pre<licatc Und.da- 
lion upon doubt and uncertaiiitv. You must be able to say that a million dollars 
is pernicious, or 5 million dollars, or 20 millions, or ,'50 millions, or 100 millions 
Which IS if? 

Those who oppose aggregated capital have never yet, so far as my observations are 
conceriitxl, or so far m my research has gone, answered that (|uestion intelligently or 
answercxl it at all. In fact, that is a iiroblem which this liody is left to solve upon 
mere hypothesis. * 

Then tlie .second one; the person in wliom the capilal is vested. Is 100 millions of 
dollars more pernicious in tlie liands of a eoriioration than in llie liaiids of a partner¬ 
ship; is TiO millions of dollars more iK'riiicious in the liaiids of a partnership than in 
the hands of an individual'? Will tlie opponents of nggregatecl caiiital answer these 
,|uestioiis to tins comiiiissioii'? They need not trouble themselves witli answering 
llieiii (o me. Will they answer tlieiii to this coimni.ssioii'? 

Are you iireparcsl to say, gentlemen, that you will allow an individual iii this com- 
iiiimity to have 100 iiiilliuii clollars, but will deny the same right to a corporation'? 
Now, let. us see where tljut will leu<t you tf>. fjet us follow this (piostion down bj u 
legit iniate business result, and that i.s all 1 ask. Don’t led us get into the realm of spe.- 
ulahve discussion because I am here to “talk facts.” Are you prepared to say that 
con will give an individual the right to hold 100 million dollars in his one pair of 
hiiiids and you will deny that right to a corporation'? Now, let us see where that 
would lead, if you liave readied siidi a conclusion, wliidi i do not believe tliat you 
hiivc‘. The capital of a cor()oralioii is divided into many parts—sliares and iionds^ or 
one or liotli. Tlie cor|)oration cajiital would not he owned by 1 person; it would not 
he owned by 10 ])er,soiis; it would not he owned hv fewer than 1,000 persons; in 
iiiaiiy ca.se.s it would 1ki owned liy 10,000 persons—10, tioo shareholders or boiidliolders 
ol small capital and small means, who put their money into that coneerii for the jiiir- 
|»i.-.c of reaping a ifasonahle rate of interest through tlie instrumentality of dividends, 
and ill I heir belief that the aggregation slionid result in sometliing jiro’litalilc'. Now,' 
sii|i|Hise yon deny 10,000 people tlie rigiit to participate ill aggregated cajiital, and you 
alloid tliat rigid, to 1 iiidividnal wlio can congregale in Ids Imnd.s Unit vast and eiiorm- 
ons snni of money. Would tliat lie jiistc.ir logical'? 1 am giving nocxjire.ssinnof niv 
ow n linniiiieopiiiion ainnit tliesc ciiicstions; 1 am siinjilv ojiening np tlii.s snlijccl, anil 
showing ynn liow dilliciilt your mission is—to jirojiose laws iii tlie ahsciice of such 
vilal knowledge. 

\’cry well; now, let ns go another steji: Tliird, wliat is lli(‘ use towliicli tlie money 
' .ui iM' Ih it ])criiicious that 100 million dollars should Ix^ invt'stcil in railroa<ls? 

it (K'rnicious that 100 million flollars slaniM Ix^ invcstcfl in transportation, canal 

..panics, insurance (xmipanies, [)anks, and real estate; is that wliat tliey say? We 

liuve no lijjht on this (luestion. Has anybody appeared before this honorable com- 
iMission who advocated laws wliieh were CAleulated, as they say, to choke to <leath 
tins modern inonster calkMl “a^^gregated eapihd ” without giving some iuiormation 
iip'm this point? Has anybody eome before this eommission and given it data whi<‘h 
uill enable (he reasonable mind toeoine toan hom^st eoiichision in r(?speet to the use 
loo" ^-ir should be limited? Will you say that a corporation i‘an not put 

I HI millioii dollars in the organization of a inanufaitturiiig husiness? AVill you say 
Mat It shall not put 100 million dollars in real estate? Will you Si 4 y that a eorpora- 
lon lonm^l in New York with UX) million <lollaj*s for the pnrposeOf irrigating the 
aiKis m Texas or in Arizona is illegal, and at tlie same time allow 100 million dollars 
'»go into the banking business or into the insurance bu.sincss? Where is the line of 
I < iiiaication to be drawn; where will you begin with tlu^ chalk, as Mr. Burke says, 
a I'l mark the line that separates the pernicious from the commendable or proper 
<^‘">ployment of capital? ^ 

' points are not answered, so far as I bav(^ been able to see, and they 
'-h-iM . reason—and 1 

MoV 1 hereafter—why similar laws have not been exiM'uted is that they 

l)y the I(‘gisIators and the subjects })rofoimdly 
fill ^ legislators madly dashed to the work, threw ink upon paper, and 

si'itnf. i legislation, and they asked the courts to enforce it—enforce a 

111 . 1 ”?^1 Jipou doubt and guess and six-culation and against the natural laws of 

luide and business. 



1144 HEARINGS BEFORE THE INDUSTRIAL COMMISSION. 

I wish to impress upon this commission (hat f am searching for truth, as they are 
I have no other motive; I will not alhuhi to that again; hut 1 have no other motive 
in addressing this commission I'xcept to get at the exacit (ruth. Personally, it ia 
immaterial whether yon legislate against aggregtited capital or whether you do not¬ 
it is utterly immaterial, so far as my personal interests are concenied. lint I am 
here before you to-day as a citizen of tin; United Stativs, proud of tlu; <;ountry, desir¬ 
ous of doing everything to preserve its institutions intact, in (In-ir original spirit, to 
advance it in the estimation of the world, and in our own estimation. 

XOGKEOATKI) CAI'IT.M, .NOT I'ERNIClOllS UNLESS ACCOMCANIED RY MONOl'OLY. 

Now, let me: agilintry to formulate some postulate for the.se ))eople. Tlu^y say that 
aggregated capital held hyacoriMiraticni for the purpose of nianul'acturing or Imsiness 
or commerce is j)ernicious ami detrimental to public interests. 1 i-an not umlertake 
to give the language whii-h has been used by some of the oratoi-s in portraying the 
ilreadful future which is in store for this country if aggregated capital is ]K‘rmitte(l to 
exist Adojiting this formula; “Is aggregated caiiital in the hands of corjioratioiis 
detrimental to the interests of society?” On what groumls?* 

Q- (Py Mr. Jenks.) Oan you give us any authority in writing or any book, or cite 
us to any law of any State, that will uphold that proposition you have just laid 
down?—A. IV'hich proposition? 

ti. That aggn-gated capital in corporate foriii for iiianufacliiring jiurposes or com¬ 
mercial uses is detrimental to society?—A. 1 can only say they do not jiut that in the 
statute, but if you W'illgo back to the speeches anterior to the passage of the Sherman 
Act you will tiiid that was the aim. 

(J. The (jiiestion was this. Whether in any statute passed by any of the States, oi- 
the United States, this proposition seems to be iiiihehVt There may have been some 
speeches beforehand in which it was, hut in all these statiite.s was not the pro)iosi- 
tion laid down that this aggregated capital must in itself liecome a monopoly?—A. 1 
am going into that. 

tf- (Py Mr. Uarquhaii.) Is that not covereil in the Texas case?—A. Yes, thcTexas 
case; hut let me answer. The legislation is drawn in general terms, but the theipi v 
of the authors of the legislation does not a]ij)ear. ileai'en forbid! Because tlu-ri- 
w'liiild not be room enough in the law libraries to ]nit it in; but if you will go to the 
language of the i-ourtswhich construe the statutes, and if you will go to the language 
of the legislators when they passr-d them, then you will lind an answt.'r to that ques¬ 
tion; and if you will go to tin; jplatforms <d’ the various j>olitical i»arties, and if yon 
will go to the .sjK-eches of tin; various (political orators, you w ill timl a (perfect answer 
to that ([uestion. 

Q. (By Mr. Jenks.) Can you cih; us to any decision of .any court that attack's 
aggregated capital in cor(>oratt; form used for maimfac-turiug or commercial pur(«iscs, 
unle,ss the court goes further and finds that this ('a()ital isi-nqiloyed for tlie (Hn'()ose oi 
securing a monopoly?—A. No, I do not recall; but I do recall' this, that one of the 
objects of your delibei-ation is to furnish the means by which the aggregated capital 
shall be forever H(|uelched. That is what I am arguing about. Never mind the pasl. 
I Avill show you that tin-(iresent law's do not amount to very much; not that 1 am 
S(H‘aking contenqrtuously of them, but I mean that these \-(-ry law.s, which T shall 
show you, are aimeit against the laws of .nature. When yoii legislate against the 
moon, you are gettinga pretty dillicult (irotiosition to carry out—when you ask an in¬ 
junction to compel it to rise a little earlier or to go dowti a little later." No, sir; I do 
not find any cases which holil that aggregated ca()ital is [lernicious to society, unless 
it carries in its train a mono(>oly, and that is just where I am going now. 

(j. (By Mr. iSti.mson.) The <-or(ionition .statuti-s of a great many Slates do limit the 
amount of capital of cor()orations under the theory that the large amount is not 
taxed?—A. Yes, that is true; that is exactly true. 

MEANINGS OP “.MO.NOI’OLY.” 

It is said that aggregated capital is pernicious liecause it creates a momqioly, .nml 
therefore we mu.st advance one step further in the discussion, and try to discover 
what a mono(Mi!y is.' Definitions are the thing that you gentlemen want; they arc 
like the landmarks on a dark night when you see the white stones along the read 
afl you are driving your horses through (lerilous (taths ditlicult to di.scover without 
some mark to go by. But if you allow yourselves to be overwhelmed in a sea oi 
speculation, without any chart, without any detinite notion of where you are going, 
simply drifting around, you will accompli.sli nothing. Therefore, arguing this mat¬ 
ter as a lawyer, I am looking iqion (|uestions of definition as of (irimary iuqiortancc. 

'.See .Mr. Allen,ii.lli'J. 
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Now, “monopoly’’ han a legal, it ha« a grammatk'al, an<l it has a liLsiorioal niuan- 
iiig. ' The l<!gal and grainmatieal meaning of the word monopoly is the same; it 
must be. A monopoly, according to tlui dictionary, is tlie exi’lusive privilege; of 
trafiiit—“(be exclusive*possession of anything a.s a commodity ora market.” It is 
jui exclu.sivo privilege, restijig in the liands of one person or corporatiotj, to (lie 
('xclnsion of everybody else; and to comprehend a monoj»oly, yon must be able to 
mi<ierstand that there can exist no niono))oly nnles.s it is exclusive?. Tliat is the 
wlioli* i>asis of it. This word niono})o]y receive^d a signilicaiu'C, and a great emphasis, 
ill till* time of Klizalieth. She gave; out, as Hume will tell you—and 1 am not going 
into that part of history, except to refer to it, so that if anybody wishes to pui“sue the; 
suhject he e*an elo .'^o—flimu; h'lls us that (hieen Klizabeth gave; eait the‘.s‘ e'xclusive; 
nion()polies to variou.s erourtieu's in re'turn for favors. She elid not incorporate com¬ 
panies; the-y were not lieard of, not thought e»f, not (lre'ame‘<l of iu her time'; but she 
took John Smilb and John Jom.'s, and slie sai<l, “ He‘r<?after, vou are* to liave the* 
exclusive privilege of manufacturing or selling tobacco in tin; Kingdom <tf I'lngland, 
and nobody else can do it;” and every dictionary will tell you tliat that is the pres- 
i‘\ii me-aning of monopoly. 

W'e' lawyers, lirougtit up on the milk of JUacksPnie, a]isorbe*d a prejuelice against 
iiMiuopoIies le) such an e*xt(*nt that whe*ii you nuaition moiiojaily t<> a lawyer it is 
precisely like waving a tx’d flag before a bull. It is a fim<lamental basis of a lawye‘r’s 
ediM Utioii te> oppo.se inoiiopoiiei^. I>ut llie're* have- »‘xi>te*l in tills e-ountry, with but few 
exceptiou.s, to wbieli I shall re*feT, no inono]>oli<-s sim-e its eirganization, and tbeueh're* 
I'li'useof the word me»n(t]M)Iy, in the le*gal ami in tlie grammatical .se'iise-, must be* 
discarded from tliis <lise-us.si(m; it lias no Inisiiies.s licre; it has no lecliiiical meaning 
when applie'd to aggregate-d capital.’ 

but the-re; are* two monopo!ie*s wliich may still exist. Tlu-re- is a monopoly iii 
patents. Tlie pe‘e)ple of the I'liited Stales have seen lit t*» .siy that wiieii a man 
invents a process, which goes thre.mgh the; e)rde*al of the* Pale'iit Oiiie-e-, and is regareled 

lieiiig a {uae'tieal invention, he* shall have the- [)rivilege for 17 years of using it for 
hls own Side and exe-lusive; lienelil. 

Ill all their furious elenujiciations, in all the extre-me eritieasnis to which llu;e)ppe)- 
iii iils of aggre-gated eajdlal have gone-, I have not se-e-n any sngge-slioii that we should 
ngeal the- |iateiit laws. So that if some-om* were 1" dise-over a proevss liv whicli 
he could make a loaf eif bread out of a stone; for 1 e-e-nl, and lu> wmihl nun e-ve-rv 
haki-r in the* woihl and ruin eveTV miller in the world, there- is not etiu' voie-e whie-Ii 
uoiild he rai.-^e-el against the* granting of such a paleuil. And ye-t the* patentee- would, 
.lovc-like*, arim-il witli tfmnde-r, have iu his hamlsall that Ireme-ndeuis powe-r, elirectly 
lioiii tile* (lovernim-nt of the* rnife'el States itse-lf; before wlile-li j)e>we‘r tlie moimpei- 
lics granted by Queen Elizabe-tii to her favore-d (.'ourtiers would sink into absolute 
iiisignilieaiiee-. 

That is the- kind of monojxdv that e-xists; and in your ele-lilieratieui.-^, ge-ntle-mem, you 
iiKisI V(*ry earefully We-igh this epie.-slion—as to liow far you e-an reMiict tlie use; of 
eapilal in llie aggri'gateel form euillie one sieh-; anel at tin* same; time; allow these 
e-x(iaoidiiiarv jiateiits, bee-omiiig more and more exte-nsive; as se-ie-iice* advauce.s, to 
Ih‘ issiicil by the (love-rnnie-nt on the eitIuT. 

'I'liere; is another s[)(‘e*ies of moimpoly, and that is a monopoly in the- form of u 
special cliarter grantee! by a legislature or by the National (hivernine-nt. That is a 
iiionnpoly ill a e’ertain se*nse. But it is of no gre-at impeu-tam-e* in tliis diseiissieui, 
hi-cuuse*, by force; of constitutional judvisioiis, e-vewy spee iul cliarte*r which has been 
graiili'd williin the last, I slmiile] say, 25 orKO ye-ars leionot want to be put de)wn as 
it I we-i'e- aelually ae-curate, but within the* last 25 or .‘>t) ye^ar.s -I think eve-rv e-einstitn- 
t'on has given tfu* legislature; absolute autliority to pe re-mple>rilv revoke eliarters, so 
that no gre'at eletriment e-ati occur to the e-oiiimimity through tlicir iuslrume-ntality.’’ 
And, a.s a ma(te*r of fae-t, alrno.-ft every State*, if not all, lias laws which e-nable pe*ople 
lo hecorne ine‘or()orateel cemipanie-s througli llieir ge-m-ral laws; anel it is lumee-e'.ssary 
1o ap](ly to the !e‘gislature‘S feir spee-ial e barte'i's, e*xe'(*pt in e-xtiaeirdinarv e a.-^e-s anel 
''hen a spe-cial apjilie-atiem se-ems lei dise lo.'^e* a pe-culiar me-rit iu the; ente-rprise. Se) 
th( re is nothing to call for Hpe‘eial remark about spe-cial charters. 

W c* <-ouu*, tbe*refore*, to the; con.sjde'ration of anollu-r kind eif monopedy—one; p'ow- 
uigoiiidf existingconelitioiis, ami tin* nie*aningof which e)m*can md timl in biselic- 
t'"iiai y; and we must discard le-gal, grammatical, and liislorie-al nionoj>olie‘s from tliis 
I'iirt of the dise-assion. DHve-n eiut of thejio.dlion that aggre‘gJife*d e-apital is a tecli- 
""■nl iiionopoly, its opponents baveassunii-d am>tbe*r one*, ami tlie-re* has been (•re*ate*d 
vhat I shall call a re*sulting moimpedv, a imuiojiedv in fael, and tliat 1 weuild define 
to he this- -that while* aggre-gate-el e-apital or indivielual we-alth or partiuTship wealth 

’Scf Mr. Alien, p. 11 -^n, 

'As til Itjc Jiowcr Ol' I l;r I '"i,-.:!;) I i;|-r < if I leljl W!IIC. sc- M 1'. SlJlilll, p. 1 Il’O. 
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was not seeking, througli the instrumentality^ of a license or a special prerogative 
from the Government, to exercise certain privileges, to the (‘xclusion of all other peo¬ 
ple, yet that the influence of their wealth wius so great that it amounted to a virtual 
monopoly. This is a monopoly in fact—a monopoly which results from a condition 
of things existing. Now, that is the monopoly with which we have to deal, aiul 
which you have to discuss, and about which you have to undertake to legislate. That 
is a monopoly in fact, a new monopoly not alluded to by any legal writers so far as I 
I remember, or so far jis 1 have been able to find, but a new meaning to the word 
‘‘monopoly” which has grown out'of this modern cry against coi*])orate capital, 
and it is claimed that if the aggregation of cori)orate capital is accomplishing the same 
thing as a technical monopoly, it ought to be suppressed. 

IIISTOltY OF PAKTXKRSHIPS, LIMITED P.\KTNKI{SIKI’S, OOKI’ORATIOXS. 

This brings me to another proposition, and that proposition is this. That the aggre¬ 
gated cajiital of which I have just spoken is the natural ri^sult of (“ominercial (‘(nKli- 
tions; not only tlu^ natiiml result, but the necessary result of existing conditions. 
And when you undertake in your ileliherations to legislate aliout this monopoly in 
fact, remember that I claim herii—I may be wrong, my individual judgment may be 
wrong—but 3 am going to give you the reasons for it, and you will set^ whether tlie\’ 
appeal to your judgment or not. T claim that aggregated capita) is the neces.suy 
and natural handmaid of julvancing commerce; that we should nov(‘r have roaclied 
the colosstU developed comlition in which we And ourselves unless the instrunn'ii- 
talities of aggregated wealth had ai(h‘d it. 

Now, that is my argument, and I am going to prove it in this way. I am going to 
show you the history of general ami limited partnership; I am going to show yon 
the history of corporations. I am not talking at random; 1 am talking by the book. 
I am talking by the can! of history. If histoi^ misjudges; if we can not (consult his¬ 
tory with any degiee of safety, then all of my argument must hdl to the ground, and 
tlie fabric which 1 am (‘mlcavoring to raise hero must cnimlde into dust. 

The question of partnership is the one which T will tirst discuss. The communifiii 
of goods among two or three or iimre men can he fonn<l ch'arly and satisfactorily so 
far ha(‘k lus Grecian liistory. You will find that in Greece thoy ha<l what wjis callod 
a communion of goo<ls. Two m(‘n figured that their individual efforts would he 
made more satisfactory by the <-omhination of jnitting their goods together, and tlu'V 
formed what was called the communion of goods; that is the ecjuivalent of the (inn'k 
word in English, ‘b'Oihmunion.” Ikirtnerships existcMl ami held their way down 
through the various gradations of universal history ami society until we reach our 
E^nglish history, from whence we draw all our laws and our customs and in.stitulions, 
and, in fact, almost everything else of value in onr national life. Tliese parlmn-ships 
answereil their purpose as hmg as partnerships were found to he tit and jirofiT 
instrumentalities; and when they did not why something else was discjovered. A 
partnership was all very well so long as it could furnish nutriment for advancing 
mercantile and commercial affairs; but you can sih* at once, w hen J explain the dis¬ 
advantages of partnerships, that when we liegan to devidop and unfold this (‘olossiil 
country (and this development is alone answerahh^ for all th(‘alleged sins of aggre¬ 
gated capital), when we got to large affuin^ the partnerships w’onld not answ(‘r. 

There were three <listinct characteristics in every general partnershi)). In tin* liist 
place, each partner was liable for the ilehts; that fact ciri'iiinscrihed its operations and 
utility. John Jones and John Smith entered into a partnership, and John Sniilh 
was answerable fur all the debts, so that John Smith might have put $!00,()t)0 inh* 
the partnershi]) and John Jones would bring the firm in debt to the amount <*i 
^00,000, and John Smith was liable; that was one of tlic disadvantages of parlncr- 

^nother disaxlvantage was this, tliat when one of the ])artner.s died the husincsj 
was at an end. Death di.ssolvt‘<l the partnership, just as it does marriage, niio 
although the firm might have been in the midst of a flourishing business, the (ham 
of one of the jiartners immediately canceled it and stopped it, and prostrated nic 
business. . 

Of course, I remember that lawyers have undertaken to provide for the contnma' 
tion of a partnership after the death of one or more of the partners, hut about this 
attempt at continuation the average man argues in this wise: “ Well, I don’t , .fl 
continue after my death ; I have a widow and children,” and all that; and tlict * 
were innumerable difTiculties that you g(^nllemen understand yourselves froin pm'- 
tical experience. Of course, when you undertook to grapple the nrohlems of adyaiH - 
ing American commerce with the instrumentalities of a partnership capital A ' 
not answer at all. 
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Then there was another element ajiainst the }>artnership, and limt is that yon conld 
not bring a suit against lln^ partnership without suing each of tln^ fiarties, which was 
very disadvantageous. You could iiotsue (Uie partner only fora partnership delit; 
you had to join thoin all, and H(*rve them all, if you wanted an individual judgment. 
Tlie-se disadvantages and the increasing demands of commerce rtniuired us to advance 
a step farther, which we did. 

In Pennsylvania, 1 think, the first step was taken toward the introduction of a new 
and expanded system of capital, and it was called a “liinitcsl partnership.” These 
were originally (irawn from the eiistoms and laws of Ftaly, and then trairsplanted 
into Franee, where they were known under the name of en commandite, and they 
wei’e subsequently introduced into tiie United States. 

lA‘t me explain what a limite<l partm'rshiji was. I do not mean that you <lo not 
Jaiow, but I want to explain it as a part of this discussion. A limited partnership 
was a method by which a man entering into a eommercial or manufactiirijig business 
uouhl limit Ids liability. If two genth'mon wished to enter into a iiartnersliip, aiul 
(Hie did not want to engage in active business, be coultl a<lvance, say, $100,000 to his 
associate, who was the general partner, and eseajie liability, liy tiling a certificate in 
the proper elork’.s office that lie was a special partner, and making a pulilication in the 
jK'Wsiiapers and having it put on the sign that lui uas a s]K*cial partner. The result 
cf whicli was that he was enabled to engage in a Inisiness without indiviihial liability 
beyond the sum that he advanced in tlie incejttion of tlie enterprise, and tlie whole 
rcsjMinsihility was thrown on the general partner. 

Now, in France, and in Pennsylvania also, to a certain extent, 1 believe, tliey 
allowed shares—certificates of stock—to be issued against the intor<‘stof the partners, 
so that tills jiartnersliip Ix'canu* a s]H*cies of ipuisi corporation. The limitt'd j>artner> 
shil) only existeil for the time mentioned in the articles of copurtneiyhip, hut the 
interest of ea<*h partner might be segregated into shari's and negotialiHl in the form 
of a certific^ate <*f stock. Tliey allowed tluMii to be issued very largely in France, and 
there were sonui very extensivi? litigations tliere, whicli yon will find recorded in 
Troiibat {I>aw of Liniitod Partnei’ship), if anyhoily has a di-sire to investigate the 
subject,. Yet you can see that the system of limited eopartnei'ship furnished Imt a 
very iiH'ager eonirihution to the advancing wants of commerce. 

The ingenuity of (lie Americans was great enough fort lie occasion, and outof those 
ni'cessities tliere came tlie commeroial corjioration. The eommercial corporation as 
it exists to-day was never developed in any substantial form previous to the year 
l,s50. 

Yon will lind that the first Iwiok on corporations w;h imblished in 17h.‘) by Kyd. 
hilt it was altogether limite*! to questions of municipal eor})orations; and if yon take 
the books of Watkins and (J rant on corporations, ami ail the other literature on corjio- 
rutions, you will find that up to and even in the first .Vmeriean hook of A ngid A Ames, 
which was published in IShl, tliere is hardly an allusion to oiir commercial (-orpora- 
(iniis; and it was not until about 1850, when commercial corporations came in vogue, 
that one discovers any legal literature n^Km this subject. Tlu' tirst nuunijactnring act 
ill the State of New York was passed in IH-IH; it was known as tlie “Manufacturing 
act.” I think that in Pennsylvania tliere^ was an act passed a few years later, and in 
.Massachusetts there was also a general mannfai-turing act. I <lo not kmnv the date, 
hut aliout that time. 

Wluai the railroad system of tlie country was inlrmhic(‘<l and began to he u.'xmI we 
fiiscov(‘red that the commercial and manufacturing I'orporafioiis gradually canu‘ into 
Vogue, tlie one following closely in the wake of ihe other; ami, tlirougli the instru¬ 
mentality of giuieral laws, o or 4, or 10 or 12, or any nnmher ol piTsons, miglit g(‘t 
together and file a certilieat(‘- and become a <‘orporatiou. The temleney of I'oipora- 
lioiiHjor the temleney of legislation, was at first to narrow thi^ limits of a corporation; 
tliat is, the amount of capital which they were allow<^‘d to liavc; and yon will find, 
if you consult the law', tlmt in almost eV(*ry instaiici* previous to 18tU), when the war 
broke out, the several StaU^s placed limitationsupoji the amountoi corporate capital. 
Tliat restriction graiiualiy disapixxired until to-day, in most of the Shites, in almost 
all (if w'hat we call the commercial 8tati*s, tliere i.s an unlimited amount of (‘apital 
allowed, so that several individuals may now’ get tog(4her and form a corporation and 
fio business with an unlimited capital. , . . 

Now, one of the most important elements in the discussion of this (juestmn is to 
'in(l(;rstand what a corporation is, and therefore I coiue to another, the third defi¬ 
nition, 1 think, which I have used this morning, and I will take lihu'kstone’s: “A cor¬ 
poration is an artificial person creaUxl for the jireserving in jH*rpetual succession 
rortain rights, w'liicli being conferred on natural j>ei*soiiH only, would fail iii the proc¬ 
ess of time.” 
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(»f .v coui'oka'I'io.n'. 

Lft UH see what llio of u (■(►rponitioii in ami liow capital and business shifted 

from a jri'ncral ]»artiicrshi|>, at first iiito a limited partnerHnip, and from a limited 
partnci'shi]) into a corporation. Take the legal history of i)artneiships, limited part- 
iK'i’sliips and corporations, on the one side; take the history of commercial expansion' 
take the history of territorial expansion; take the history of railroad expansion, oii 
the othiT, and you will see what necessary aitls they were to each other, and how, as 
handmaids, they marche<l together toward the goal of commercial, territorial, liter¬ 
ary, moral, and religious <ievelopment which the Almighty has destined us to reach 
in thi.H country. 

A corj>oration has (‘ortain functions, and let me show you what they are: 

First. ]t lias perpetual succession; that is, its existcniv^ is unbroken and uninter- 
rnpte<l <lown to (he time when it is to (‘Xpire hy limitation. You can now incoriio- 
rate a company for 1,000 years, if you wish, or 50, which is the period generally fol¬ 
lowed. corjioration may consist of 1,000 indivaluals; many of them do. To-dav 
(he Is’cw York <\‘ntral and the Pennsylvania have each many thousand stockholders. 
Th(‘y <lie; their di'scendaiits die, hut tlie corporation is undying. Tliis result a 
copartnership couM not accomplish, neither a genenil nor a limited one. 

What is the secoml? The second (juality of a corporation is that a stockholder is 
not lialile for tlie ilehts of the corporation. This was, therefore, as you gentlemen 
can se<*, one of tlie most attractivi*. forms of carrying on business. It enables you, 
Mr. Chairman, it enabh's ]\Ir. Phillips, and (‘uahles (‘very gentleman in this room to 
agree to go int() a husiiu'ss and to put in five or ten or fifteen, a Imndred thousand 
dollars, or any other sum, and you know the limit of your liability. Tliis was tlie 
feature that appealed to business men. Tliey knew that when they went into a cor¬ 
porate enterprise their responsibilities were limited, whieh eould not be in thecasi* 
of ])artnershij>. 

And another thing, whieh was of tin* highest importance, wa.s the transmutahihty 
of their interests. They could sell or transfer their interests m the corporation to 
others. Every conlrilmtor to the ca}»itHl stock of a corporation received a certilieate 
of stock ; that certificate (.>f slock lu‘ put in his pocket; it was personal property, and 
he sold it in tlie markets or Ik* gave it to liis cliildren, hut it was there m a tangilile, 
neat, ami easy form, for him to use as an admission that at all times he had an inter¬ 
est there, and that Ins lialiility was rixe<l hy that certilieate of stock. This could not 
1 m‘ done in a eopartnei-ship. A sale eouht not Ik* made, because it was prcKlu^atcd 
upon personal and peculiar nasons. In tlie development of large enterprises cim- 
tainly mdliing could Ik^ luijipier than the conception of a cori>oration; certainly 
nothing could he lietter. The men wlio originally wiuit into them, who were tlie 
pioneers in tlie formation of our eomnu reial and our numufaeturing corporations, 
and our railroa<l corporati<»ns, ami our in.Muram'c corporations, who have all long 
since passe<l away, wvn) slircwd, liright ami skillful merchants. In adopting lliis 
s\>tem of business it enal'led each man to ska*)) easily; it (‘iiahled each man toTiinit 
his liability ; itena)>k‘d him t<> liavi'his certilieate of ownership in his pocket, and 
enabled the <‘or]M)ration itself, wliich wa.s an entity, a l(‘gal entity, to carry on a great 
enterprise, without any regard to wlm tlu* stockholders were, or whether they were 
<lead or alive, exeejd. as tliey eontril)ut<‘d to its success through the instrumentality 
of choosing proper hoards of directors and o/Iicers to manage its concerns. 

Now, ill regard to the eaiiitalizatioii. They raised their capital hy the issuing of 
shares of stock and bonds. 

In this connection I have to H]K*ak about something that is of tlie utmost impor¬ 
tance in this discussion and its effect up<ui your labors—something that I reganl as 
one of the greati'st and cleverest <levices ever created liy man to collect and aggri'- 
gute capital. 1 allude to railroad and corporation mortgages, by wbieh thousands of 
piTsons poured their money, small or large, through various eliamiels, into one coni' 
inon trciasury of tlu': company; all the vast eajiital necessary to run these great enter- 
priws Ijcing the aggregated eontrihutions of many small and large amounts. 

If you will reflect, there is no individual who is cajiable of loaning a very great 
amount of money on mortgage, to one or more persons, or to a corporation; or, in a 
word, to make one large imlividual loan. If it were po.ssihlo for him to do it, it 
w’ould not lie good jMilicy, and the largest mortgage, I think, that has ever been <‘iv- 
ated—the highest individual mortgage in the UniU'd States—was not greater tlian 
$3,0(M),()(X), and tliat money was loamMl <»n real estate, I think, in New York, by 
of the large insurance companies. A man with $4,(XX),(X)0 or $5,000,000, or wiui 
$20,000,000 or $30,000,000, doi^s not care to put that amount of money as a lean m 
one place on one piece of propt*rty;us they say, it i.s putting too many eggs 
basket, lie woul<l go to a million—]ir<»bably Ik* Vvould go to two milUons-A)ut when 
you g(‘t up to four or five millions it is not a praclieal thing. 
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Now, 8CC what the injienuity of man has aocoinplislied, and an Anu-rican, too, 
because I lielievc that the first railroad niort^^UKO s{*cnred bv bonds as collati'ral 
emanated from Philadelphia. It is necessary to know what a railroad or cor poralion 
mortgage is, and how it is arranged. A comjiany makes a mortgage, say, for $50,- 
0(10,000 on its jiroperty to a trustee. Who would, or could, advaiice $50,00(),(K)0 in 
one transaction? Why, the wealth of the Astors, tlie Vanderbilts, tlie KockefeilerH, 
and Pierpont Morgan, and all those, families, and men whose wealtli has now lK‘Come 
coimnon talk, and is spoken of every <lay as being so colossal, evcai the combined 
wealth of all of these families would lie hut a drop in tlu' hncket, as it were, if tlu'y 
sliould undertake to carry out without other aid llu‘ gigantic corporation enterprises 
<]ev(‘Iope<I in this country. Ilcnce they create a corporation mortgage, whiih secures 
hoinls; one mortgage of, say, $100,000,000; you will find |i!enty of them now; lionds 
are made, sold, and di.stributed all over; 500 in your hand.^ 500 in his, 10,000 here 
and 10,000 there, and through that instnimentality—of a niilroad lioiid ora corpora¬ 
tion bond—all this colo.ssal ca]>ital is raised, whicli (‘ludilcs ns to carry on these 
cxtraonlinary railroad, industrial, and commercial (‘nU*i']>riscs, using the money of 
the many and not of the few. 

OVEUCAlMTALIZATIOX—WrrAT IS IT? 

And in this connection 1 wish to speak on tin- subject of overcayMtalization. In 
reading a book, which is supposc'd to contain the proci'edings of the (Uiicago Trust 
Conference (a conference held in Chicago this aiitiimn), 1 fiinl that a great di'al has 
liceii said aliout the subject of overcapitalization, (’apitalizatioii is of two kinds; 
tlicre is a capilalizatimi based upon tlH^ictnal value of the ]>ro()(‘rty and a capitaliza¬ 
tion based upon tb<^ earning power; Ibe.'^e arc the two methods. You will find two 
<'las.«cs of people in this country—one in favor of tin* formermetliod ami one in favor 
of the latter. They both have theiradhenMils. I <-onfesH tliat my iiiiml is somewhat 
(if a blank a))oiit the matter, )>eeanse argmiients can lx* mad(‘ in individual eas(‘.s that 
prevent the adoption of any uniform mb', and with the ex|i(‘rienc(‘ tliat I have liad 
in creating c<ir]Kirations and in puttingthem in legal sliayn* 1 have no opinion defined, 
certain, and fixed of the (pu'stioii us to how the capitalization sliould Ix' liascd; 
Ixcaiise I say tliat i-ach cas(‘ presents yiei-nliar circunistaiK'es, which ahsolu((*ly make 
it impossible to adoyit an unvarying rule. If yon cajiilalizi* a profierty for wind it is 
worth, a maiiiifactiiring business or a railroad Inisiiicss, llu' jipjiraiscrs w hont you will 
:ip|xiint enable you to fix the value of that property at, say, .$50,l)t)t),t)()t). Now, on 
the other hand, you have a propi*rty that is worth only $5,0(M),(M>(), hid l»y what i.H 
callixl gixal will ami trade-marks, or individual skill, etc., it cams more money than 
tile property of $50,000,(X)0. A'ou gentlemen have s(x*n that illustrated in your daily 
business liv(*s. 

Nfuv, how shall thes(‘ two interests lx* capitalized? You havi* Ix'en askeil to lay 
ilown an arbitrary jirinciple and ruU^ by which capitalization is to he predicated 
Ujion the actual value and thme is to be no water. Well, it is .>^0 (‘asy for men to 
gel up and make statements on a jiolitii'al platform; they are under no oliligations to 
anybody but their conseienc(*s, and tluyv can cut tluMiisclvcs bxiscfrom history and 
exjicriimce; they can sail off into tiu' clouds and lay down any proposition, no mut¬ 
ter how dillieult, vague, and impracticahle. 

INFLATED (’AriTALIZATH'N SOMKTIMliS NKCFSSAUY. 

Mill’ll complaint has been made against overcajfitalization of railroads. Let mo 
give yon a little bit of history in regard to railroad building in this ••omitrv. Some 
of these railroads were partially subsidized by the t Jovi’ninienl—tli(‘ I’Hcitie roads, 
for exarn])]e—but all of these vast traiiseontineiital liiK’S, w hicli madi* it ]x>ssil)le for 
ns to n*ach California and the far West in a very short pmmxl, W('ri( Imilt by English 
capital; and when 1 say English capital, I mean tlu‘ financiering was done throngh 
the English bouses, with their (lerman and otla'r foreign connections; but it was not 
American capital; we did not Iiave the money, and \\v. could not hnild the lailroaiK 

Now, sirs, as you ait in yourcliairs in judgment lixiiiga basisof caiiitalization, you 
imiHt remember the eontemporaneoua history wliicb surrounded these large opera¬ 
tions. Now that the roads are built, now that the counlry is developed, lunv that 
yon liave these flourishing cities ail over the continent growing larger every <lay, it 
>s very easy to forget the past; but when yon speak of liie enormous capital of the 
lailroads, theenormoua capital of these traiiseontineiital lines, nmiemher how they 
Were built, and tell me if ttiere was any other method of Inniding these roads than 
the plan adoj)te<l by (he railroad buildem or contractors of this country, situated as 
they were at thest^ times? Aiut wliat was tlufir .situation? Here was, say, a contem- 
Ifiulod line from New York to Chicago, 25 or 50 years ago, or from New York or 
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Chicago to San Fram'iwo, or to New Orleans, or wherever yonr inia«ination will lead 
you; how were you to raise the money? Not from the Government. It was not the 
policy of this Government togivo the money. The savings hanks would not lend yon 
the money; t)e.siile8, at those times they dnl not have it. It was raised by private 
8ul)8criplion. And how eonld yon get the money? What did you do? You had to 
go around w ith the engineer’s maps and with the estimated earnings that were to 
he produced from the operations of your road. And how did you approach capital? 
Would I come to you, sir, as a cajiitalist and say, “ Will you take 10, WO of these lionils 
at par,” on an ineomi>lete roa<i, when yon did not know whether it would earn oin. 
(loflar of interest or not? No, sir. I’ut yourself in the position of the railroad contract¬ 
ors of this country wlnui you are talking about infiahKl capital, and see. how it could 
have lieeu avoided. What did they do? Why, they offered a hundred shares of 
common stock as a bonus, or some other bonus, and tliey sold the bonds at 60, and 
tiO, and 40, or whatever tlu‘y I'ould get for them. And there was no other way of 
doing the business. And unless they had sold the bonds your country would not 
have Ihh'U developed. 

Now, befom you dissolve, call before your commiasion those men who talk about 
overcapitalization, and examine them; get at the facts; go to the bottom of tliing.s, 
and tlien tell the peo]de of this country how this overcapitalization came to be made, 
ami the exact facta and circumstances that existed and surroumlcd the creation of 
our railroads, and don’t forget to tell them what these railroads have done for the 
develoinnent and advancement of this country and the American nation._ 

I am not defending inllalion. 1 am speaking of the facts. 1 am giving you the 
facts, and I am showing you that there was no possibility of money being raised 
oxce{>t through the instrmnentality of these large bonuses. Well, many of these rail¬ 
roads that were given away almost have now reached a success far beyond Ihc 
dreams of the original founders. They have been recapitalized, and recat>italizi‘d 
again, and are paying handsoine jirotits on eacb investment. The deve'opnnnit of 
the <*ountry has bet*n so great, the bu.siness has been so enormous, that (leople who 
invested in those sei'urities in I'arly times have amasseil colossal fortunes. 11 yon 
take engineers, and go over the track of the New York Central and the I’cnnsylvania 
Railroail, why, they may perhaps tell von they can build the roads tor less money 
than they are capitalized at. l’erhap.s they can. They may build either hue for 
one-half, but thi'v could not have done it at the time the roads were built, nor 
could they build ii i-ailroad to-day U|>on an actual haril casb ba-sis. You can draw .i 
]irojected railroad line; you can project a railroad from one point of this connirv lo 
another, lint you can not get ]K'ople to invest money in it when it is new and umlc- 
veloixid unless there are cx 1 raordinary temptations to them. You will not |iiit yonr 
money into a railroad that has not been built and pay i>ar for the bomls, even if lin y 
carry (i per cent interest. Now, be practical in yonr deliberations; don’t he less 
human than your fellow human croatnres, and you will get at the right results. 

I think that that is an answ'er, that is an explanation, wdiich shows the origin, the 
accretion, and tlmdevciopment of capital. I have given you the history of it from 
its beginning down to the jiresent time. 

THE I.AWS OK X.ITCHE .-MIE ENOCOll TO I'UEVENT I.ASTINO MONOlXll.Y. 

I come, then, to the gist of the subject, and that is the question as to whether these 
coriKirations for manufacturing puri>ose.s, or for commercial or industrial mir|ioscs, 
whichever you may prefer, are monoiKilicH. I have nhown you their devcloimirnl. 
Ami I claini, as a matter of fa<^t, that they are not monopolies. I say, in the lii>t 
place, that unless you license and ^dve superior privileges to a corporation, that <'"r* 
poration is not a monopoly or enal)le<l to he a monopoly. You may ptit your hami, 
perhaps, upon one or two corfK^rations—large, gigantic corporations—in thiscouiitr\ 
that to-day are monopolies in fact. Are they given superior facilities to accompli^i 
that result? Have they re< eive<l at'commodations whi('h are denied to other p(*ojiif. 
Are they thriving upon any national or Stato law which prote(;ts them as 
others in the same business class? Are they the iiossessors of franchises througn itit 
instrumentality of contra<ds with railroad companies which are denied to otliers. 
they are, a law which would put everylxxly on an equality—and that is what 
want—would not in my judgment he wrong. If any corporation in this counU\ 
occupies a superior position, stands on a higher eminence, than any other corjwrauy' 
or any other body of men, the privileges which belong to it should l>e taken awav 
from It, if it does not involve the right of contract, which is aHacre<l right. V 
know what has transpire<l liefore this commission. You may have evidence in >*> 
possession which shows that discriminations have l>een made, that discnniinaii'’ 
exist. If they do, why, 1 think it is within yoisr jirovince to suggest some remc*. ■ 
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I have two or three more propositlonfi upon this question of monopoly in fai^t, 
or resulting monopoly. They are not theories of politieal eeonoiny, hut are facts— 
because 1 do not intend to enter into the sphere of political economy in this iliscus- 
nion; it is not my province. The province of a lawyt^r is to keep to tlie facts as far sis 
it is possible, and that is what I am trying to do. 

First. The natural laws of trade, the natursil laws of commerce, form aHufficient 
and perfect harrier to prevent or lircak uj) most moiiopolie.'y. Thsit, 1 say, is not a 
i)r()position of political economy; it is a proposition of faett, whicli I shall prove, otlu'r- 
wise it is entitled to no weight. Every effort—and I know of several within my own 
knowledge—that has been made to “<;orner” an article of commerce, has failed. 
You remember the pools in wheat an<l corn. Two colossal attejnpts to conun* the 
PremlstuffH of the world were made in very recent years; and you know the result. 
Men can chokii the arteries of commerce for the time being, but the natural 
si ream of trade will soon overflow their plans, and even whim they think they are in 
possession of the supreme |)Ower, thi^ laws of trade are taking it away from (hem. 

Jleforo you undertake, therefore, to legislate against monopolies, be surii that you 
have ileflned what a monopoly is, and l>e sure that you do not overlook the historical 
fiii ls, wliich show that every attempt ever nuuhi to corin'r or monopolize hr(‘a<l- 
stnffs or any other artii^le of commerce, of this, or any other country, has failed, and 
reacted upon its authors, and they have been mined. Leave the natural laws of Iriiile 
nlonc, and they will lake care of tliemselves. You may be in the hamls of a monop¬ 
olistic power for a little while, but the revulsion will come, and when you make 
<:«‘ncral laws, aimed to strike at a sitiglo and isolated ca.se, you do more harm to thi^ 
cunummity than a temporary monopoly works, formiM by bail men with the iwil 
design to throttle tlie commerce of the countrv. “Hard ciiscs make bad laws.” 

Si'coiid. There is another principle to wliieh I invite your attention in reganl to 
monopolies—that wherever bii.sincss is con<lucte<l in snob a way a.s to cease to l)e con¬ 
servative it hecomi'.s a mark for other capitalists, and tlie legislator can leave it alone 
to the ontsidi^ world to take care of. 

Do r make myself plain? Here is a vast corporation, with a capital of $50,000,000, 
iind it owns every business of that kirnl in the world, or in this ]>art of the world. 
If the nuinager.s iindertake, with all that power in their hands, to <lej>art from cou- 
set valive ])rinciples—if tln^v undertake to raise prices, the outside capital whhdi is at 
hand will respond. That capital is invited into tlii^ field, ami you have the comiHdi- 
tion whicli the opiKmcnt.s of aggregated capital r(‘gar<l as cs.sential to ju.st bu.sincss 
(‘•niditions. Taki^ one—[M^rhaps the most remarkaldo instance of this \iew—the 
so-calk'd “sugar trust.” It owned pretty inm*h everything when it startisl, and 
w hat was tlie result? First one reflnorv and thim another sprang up, until yinx fiml 
a latter and deadly fight and compiditioii going on which mu.4 sati.sfy the bitterest 
(•l'|ii'ni-nts of aggregated ca]»ital. Is tlu^e not the most murderous warfare going on 
in ihat industry? Are lliere not new relineries springing up, and isn’t it impossible 
(o kcop them from .springing up? Do you want law.s to efieet results whicli nature 
hriiigs about .so well? While you are thinking of making statutes, the natural laws 
"f trade are silently working and pulling things to pieces. I am constantly reminded 
"f the compactness and strcngtli of the Standard Oil Conqmny. 1 admit tliat good 
MiiningenKMit, hniins, and skill have kept it compact and .strong; hut it has not yet 
mil its full course. If it is a monster of oppression, wipe it out. But remember that 
you are legislating, not against its leaders, who can take care of themselves, but 
against, the tliousand innocent peojde who conslituti' its stockholders. 

Again, industrial aggregations need no legislation to-day. 

Tiu'ir creation is temyiorarily stopixHl by natural conditions. Can you raise money 
to-day for these industrials? No. Why? Biuause tlie market i.s overcharged. 

I.ogi><late! Why, you may as well undertake to regulate the tide of the Potomac 
Pivm- as to tlx by principles of law' the rules of sup[>ly and demand, which operate 
in rogard to monojxily. Keep the money market as it i.s to-day, ami you w'ill have 
no more indiistrialH built on ol<l lines. ATou will become functus ofticio by virtue of 
nainral conditions. Your commission will cease to \k'. necessary by virtue of the 
Very laws of traile w'hich you arc asked to guide and control. ^ 

Net that I wdah to see you go out of existence; 1 would continue you and your suc- 
ci'ssors forever. A i^oinmission of inquiry is the instrumentality that stands betw'een 
cxiravagant and demagogic demands ami good, simsihle, business judgment, and the 
true interests of the people. It is the tribunal through which every question of cur- 
icncy or intei'state commerce, and other great public subjects, should piss. Con- 
'■liisionH fllUired through acommission must he based up)!! facts and not speculation; 
<>•1(1 \yh(‘ri this period arrives, the people will not see any Sherman antitrust acts, or 
ninl/itu(los of other law's which exist unexecuted, upon the statute books, and make 
Ihe law a byw’ord and a reproach. The inability of courts to carry them out and 
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fsive them is Un'mise thi'y an' not biused on any reaiflOiuil)Io or ft'nsilile prim-inlo 
of legiHlation. 

Agtiin, nor do von, gi'iitlemon, want to interfere with eonihinationsof capital, mailc 
fucoensful by idiility, skill, and good business juilgnu'nt. If a conibination, through 
good inanugi'nu'nt of its <lirec(ors, without violating any law, (‘ithi'i* moral, n'ligiouH, 
or civil, is able to ivaoh success in business, yon don’t want to lx* urgeil on by feel¬ 
ings of envy or pn'jinlice to cut it down or to‘ uproot it. If you find, in conHidering 
this oiu'stion, that the combination of skill and good judgment in business lavs 
brought alxHit a successful result, T sav all things prompt you to (‘ncourage it, rather 
than to discourage it, ainl if you can do nothing Ix'tter, you should let it, aloiu'. 

TIIK N.NTUHAL LAWS OF ('OMMKKCIAL RELATIONS DICEY HUMAN LK<iISLATION. 

Theiv isaiHdher ])roposition which I wish to suggest to you, that it is neither 
within the ])ower nor is il the policy of the (lovernment at this stage of develo|i- 
ment to seek t</ put down or impeile aggregate<l capital. As to its power, I shall 
say a few words latm* on. As to its interest and iioliev, T conteinl that the (lovern- 
meiit should encourage every organization, every combination, and every individual 
who.'^e efforts are used toward tln^ benelit of comnu‘rct> (w business, or which dircctlv 
or indirectly ameliomte the burdens of life. It is not true business judgment to pull 
down industrial structures at the bidding of a few—shall 1 call them speculative jiob 
iticians?—who have no actual business experienci*, who have no accurate kiiowled'^i' 
of the laws of tinance, economy, or commerce, but whose whole stock in trad<‘ con¬ 
sists of a pai'k of vituperative ci>ithets and a string of generalities, which tlicv us(‘ 
to encourage <h'magogism among the masses of the ]>eopl('. 

And this brings me t<» another point, viz, the futility of legislation made against 
the natural laws of trade or business. 

I maintain that the history, the legal and judicial history, not only of this conn- 
try, lait of England, shows that all laws that imve been mad(^ to prevent ^•ombilla• 
tions of labor, to })revent combinations of manufactures, to jirevent combinations of 
]trodnee or bn*adstuffs, or to prevent wliat 1 may in a word call the fn'i^ and mdim- 
ib‘<l exercise of comniereial relations, or to jUTA’ent speculation in cereals or slocks. 
bav(i bc(*n ineffectual and abortive', ewerv one of them, ami I defy anyhoely to ]K)iiir 
me out in English or Ann*ri<‘an history any statutes, wlii«‘h liave Ix'en jjassed to pic- 
vi'iit these combinations, that have t>rove<l effex-tive. And the simple' reason is that 
the laws of traele, th('natural laws of comnuncial relatiems, elefy liinnan legislation; 
and that is all there is in it. \Vhere*vcr tlic two clash the statute' law must go down 
before tlie o[>erations of those'natural laws. I ceeiild begin back as far as the n'ign 
of the Edwards in English lijstf>ry, and trae-e^ the statutes that have; been passc'd 
against combinations of lalxir, against the'combinations ed the eiwners of proelm-c, 
e'ombinations of thee purchaseu's of eir elcalers in lireadstiiffs, and I e'ati sliow ye>u that 
in every instane'c the*s<e laws liave hex'n abortive. Wlioe'ver has the elesire e-aii liiid 
plenty <>f these inslane-es in history. I will selee-t a few examples of the truth and 
loimcfation e»f my remarks. 

First. The laws against forestalling, regrating, engreissing: 

The offense^ of forestalling was elesenb(?d by statute passe'd in thee reign of E><lw:ml 
tee be the buying or e'ontracting for any mercliamlisee or victual e-oming in the way 
to market, ordissnaelingjx^rsems from bringingtbear goexls or preivisions there, <jr pea- 
snading them to enhance the price when there, any of which ])raotices makes the 
marked dearer to the fair trader. 

Kegrating was (h'scrilxxl l»y the same statute to be the buying of corn or other elcad 
vie’tiuil in any marke't ami selling it again in thet .smie market e.>r within 5 mile's of the 
place. This was snpposexl to enhane^e the priex> of provisions, us every sue*cessi\e' 
seller must have a snce-c.^sive'! profit. 

Engrossing was the gedting into one’s pe.iascssion or buying nji large rjnantitie's nf 
corn or other eleael vkduals with intent to soli them again. Tlmse> offe'uses are* nil 
deseTihed in Blackstone’s Commentaries, and are theiroughly familiar tei the' Kuud 
profession. In respe'ct to tluMiffense of emgre^ssing that author says: “This must <>f 
course be injnriems to tlie public by putting it in the power eif one or two rich meii 
to raise the prices of provisie^ns at tlieir own discretion.” 

All the statutes of Edward VI in regard to regrators, forestallers, and engrossers, as 
well as many other similar statutes wliiedi infringed upon the* freedom of commerue', 
were repealed in 1772 as ele'trimental to trade by a statute of (leorge Ill, the prem*'- 
ble and substance of which is shown in the following extraid: 

“Whereas it hath been found )iy expenenc'e that the restraints laid by several stat¬ 
utes upon the dealing in corn, meal, flour, cattle, and .sundry other sorts of victuals 
by preventing a free trade in said c(Ammoditiesj have a tendency to discourage thv 



LEGISLATION—PUBLIC CONTROL:—DOS BASSOS. 1153 


mnvtli ami to enhance tlie price of the same, whicli statutes, if put into e.xecution, 
would brinj? great distress upon tlio inhabitants of many parts of this Kingdom, 

* * * be it therefore enacU'd tlmt an aet made in the tnird ami fourth year of 
King Kdward the Sixth, entitled an aet for the buying and selling of butter and 
(•he<‘S(S and also an aet made in the fifth and sixth year of King Edward the Sixth, 
untitled an act against regrators, forestallers, and engrossers; and also an a<‘t made in 
the third year of Philip and Mary, entitled an act for keeping mil<*h line, and for 
btveding and rearing of ealvi's; an<l also an act made in the fifth year of Queen 
Idi/alicth, entitled an aet touching badg<‘rs of eorn ami rlrovi^rs of cattle to be 
licensed; and also an aet made in the tifteentli year of King Cbarl(*s the Second, 
an aet to prevent the selling of live, fat I'attle; by bnteheix, amlso much of an 
art made in the ntth year of Qimen Anne, entitled an act for contimiing thc^ laws 
du-rein mentioned relating to the poor, and to the buying and selling of cattle in 
Siiiithliehl, and for suppressing of pirai'y, as relates to butchers selling cattle alive or 
dead within the cities of London and Westminster or within 10 miles thereof, and 
all the acts made for (he better enforcement of the same, being didriinental to the sup- 
jiiy of the laboring and manufacturing poor of this Kingdom, shall be, and the same 
aiv licn^by deelareil to be, repealed.” 

And in this connection, T beg to call your attention to what was known as the 
r>iil>bk‘ act,” whicli was passiHl in the reign of (leorge F.' The “ l.hiblile act” grew 
out of the South Sea speculation, and in some asjH-ds it was one of the most remark- 
altir instanc<*s of s[>(‘i-ulation in the workl, almost outrivaling Law’s famous French 
.‘-(•licmc. The ” Hubble act” was ]>assed alsmt 171H, and it undertook to prevent a 
rcciii nsH't' (d the lo.sse.s to the English nation sustained through the instrumentality 
ol lli(‘Soutli Sea bubble. I won’t stop to explain what the Soiitli Sealmbble was. 
You gciillemen know, or if you do not, it is easy to liiid a history of it in any ordi- 
u:u v libraw. Hut tin; statute, the bubbh* aid, was passed to prevent prospectu.ses 
liuiiig issued of a kiiul which would se«hice capital info spis'ulaf ion. It was supposed 
that so niimv pi'ople had lost money through the instrumentality of theses ]>rospee- 
liis. s, which were gotten ii]) in the mo.st glaring form, that it was mrc'ssiiry to have a 
law; and they passed that law of (leorge 1, in whi<‘h tlu;y made it a crime foranybody 
to print and publish or circulate any <i(‘s<Tiptions of enterprises for the purpose of 
alliiriiig capital to sub.^cribe. That stalub* remaim*d iu existeime moni than a hnn- 
liivil years. I think it was rejK'aled in 18d7. 

'riicre was but one application made to the court under it, and that was made to 
l.enl I'iileiiborongh in 180S. I have brought the law n'jiort here because it illustrates 
tlic lirst trust, what they call a trust, a comrnon-law trust, which wa.M the method 
fi'lliiwcil in that inslame. The atlomey-gc*neral, at the sidicitation of a private per- 
a.^keil the court for an informal ion, whicli is a criminal ]»roccss in the nature of 
;tu indiiinient, issuing at the iii.stanceof the attorney-general. It seemed in that case 
tlijtt the “promotews” of tlie eiit(‘rp?’ise were endeavoring to raise money to boat the 
“i,otidon Hap<*r Mamifacturiiig (.'ompany,” a concern that would answer to what 
llicy now (“all the ” Paper trust,” and also the “ Ijondon Distillery Oompauy for mak¬ 
ing umi rectifying genuine Hritish spirits,” whieh would answer to the present eoni- 
hinalion popularly called tlu“ “ Whisky trust.” These were perfectly legal oocn|)atioris 
and porfuclly legitimate industrial enterprises; but the prospectuses were eontrary to 
die “ Hiihlde aet,” and some person, [>rompt(‘d ))y feelings of malice or envy <>r what 
noi, some illegitimate influence o[)er<iting upon him, ap[>lied to the court to put in 
<‘>;i;^(cncc that statute 87 years after it had iK'en passed. It had never once lK*en 
heard of Ixd'ore, had beixuue a dead-letter statut(‘, and Lord Ellenliorough said .snb- 
daniialiy, ‘‘Well, t!u‘ people of tliis country have forgotten all about tlie {existence of 
that slalute, and the complainant comes into court iii sUeh a peculiar position that I 
uill not grant him any relief;” and that was tin* la.'^t that was ever heard of that 
daiiiie, which was (he culmination of the South S<‘a bubble. 

The crime that these men were chargisl with, or attempted to be eharge<l with, 
was ihis; that they claimed in the prospectus tliat every person who sub.scrihed to 
d"‘ ("ipital would get a share wliich was Iransferalile, and ndieve him fnan all lia- 
hilily beyond tin* amount of liis subscription; and as there was no corporation act in 
I nirhiiid at. that lime, tlie representation was fals(‘, Ixs'ause they were all partners, 
:'tid (liat was the basis on which an application was made to the court. 

I his case in 1808 illustmtes that the stage; of conimercial pro^uvss had not been 
‘''al lied which justitied the creation of corjiorations, and, being in advance of c(an- 
""‘‘cinl ncces.si(y, it was stamped as illegal, although the Imsiiiesses involved were 
I'crie. ily lu^ritiniute. It was sought to Iki carried out through the form of a (rust, 
”>l neitlier the courts nor the statute* condemned (hat form; they merely condemned 
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the transaction because the age had not yet sanctioned stock certificates. The age 
had not yet learned to I(X)k upon the importance of transferring interests in industrial 
enterprises, one of the most important and necessary elements of commercial affairs, 
without which to-day the wheels of finance would be stooped. Mark the importance 
and interest of that case. The ‘Hmst” was not attackea—now the sole cause of dis¬ 
content—but the transferability of shares—now universally acquiesced in. 

Second, (combinations among victualers or artificers to raise the pri(;e of provi¬ 
sions, or any commodities, or the rate of labor, were also in many cases severe! v 
punisheil by particular statutes. (See 2 and 3 hklwd. VI, c. 15.) All of tla^sc 
statutes were repealed as futile and contniry to the true commercial progress of 
Kngland. 

Third. Monopolies were also attacked. Queen Elizalwth granted them, hut in 
the lieginning of the reign of James I 8ir Edward Colje boldly and iustly aasauUiHl 
them, and in consequence a statnUi was passed in the same Kugn declaring inono|)o- 
lics to be contrary to law and void. The Queen graiiteth and the Parliament takelli 
away; and blessed is the name of that Parliament. 

Fourth. I now call your attention to “Sir John Barnard’s act,” which grew out 
of an enormous sjK'culation in stocks. After the I'^st India Company had goU<‘ii 
und(‘r way and the Bank of England was established there was an enormous speni- 
lation in sto(‘ks, and Sir John Barnard’s act was pas8e<l for the purpose of prm’enlin>r 
the.^e stH^tnilations. Well, that act was to forever rid the English nation of the curs,* 
of speenlation. A lovely and (commendable ]>urpoHe. But, alas, wbat was the result? 
Sp('(cnlation increased. There was not a solitary conviction ever had under it, so fai- 
as I can ascertain, and it remained on the statute books down to the early part of tliu 
reign of the pre.sent Queen, when it was repealed, and I (pioU*- the preambh? to ili,> 
rejH'aling clause to show what a confession the British I^arliament was forced to lunke 
a.s to the ineflicacy of such legislation: 

“ Whert'as an act was passed in the seventh year of tln^ reign of King (.Jeorge the 
Second, chapter 8, to prevent tln^ ])nicti(‘(> (d stockjobbing, and i>y another a(*t , jmsMd 
in the tenth year of the sai<l King’s reign, chaphu’ 8, the said first-mentioned lul u:is 
made per|K^tual; and wlu*reas tlie said acts impose unnecessary restrictions on lliu 
making of contraeis for the sale and transfer of public shjcks and securities, ami it is 
therefore ox|X'dient to repeal the samt;: Be it (uiaetCMi * * * tlicsame iirv hci< hy 
repealed.” 

Statutes prohibiting stock sj^culation were also adopted in New York and IN'tui- 
sylvania, but liave long since been repeaU^l, after lingering ineffectually upon t!i<- 
statute books. The law in New York, which was in exisUaiee from 1812 t(» ISoS 
without any deterrent eff('ct upon the supposed evils it was pjxssed to prevent, was 
not ordy rej>caled in the last-named year, but the repealing law, recognizing Ilia 
no(‘(^ssity to commerce of stock tnuling, went further ami ul)Holiitely legalized “sliiut 
sales.” 

Fifth. The most notabU^ example, however, of this species of legislation is h> 1 h' 
found in this country, and it grew out of speculations in gold which caused an cimr- 
mous agitation and excitement in Wall street, as you gentlemen can rernend>cr fr<»iu 
history, perhaps some of you ]H‘rsonally. This speculation in gold finally collapscl 
on w'hat we know over in Wall street as “Black Friday.” The effect and inllncniy 
of the siKgrulation in gold, it was thought., was so detrimental t<> the inU^rests of Ifii^= 
country that Congress was invoked to pa^^s a statute to prevent it, and they pniiii|)(ly 
did it; they passe<l a shitute in 1864, in Juru^ of that year, which you will fiml in the 
United States Statutes, hy which it was made a crime for any pijrson to sell and dt'al 
in gold unUiSS he was the owner of the coin. 

Now, what was the effect of that statute? So alwjlutely ineffectual, futile, ami 
al>8urd was the legislation that gold went up 30 ]X)ints the nex.t day, and 15 dayx 
afterwards, hy thcj same Congn^ss, the act was rej)ealed because it was regardi'il as 
Ixung absolutely detrimental to the inter(*.sts of tlie countr)^. Some enthusiast. Ji 
you will call them by that !iiil<l name, saturated Congress with the idea that 
must be legislation. “ (Jive us legislation ” was theory, and Congress siicciimlK' 
into the arms of her new' love, with the effect that gold advanced, and they rcpcalc' 
tlie law in 15 days. A legitimate effect of legislating against the comet. 

QUITU HTATlTTIiS KNOUOH—TIIK COMMON LAW SUFKICEH. 

Sixth. Now', T bring yon down to our own immediate legislation—what 1 cnH 
own legislation—against aggregated capital, and I draw your attention agiun t" ' 
antitmst act of 1890. 

That act was parsed in 1890. Now, 1 am not going to analyze or discuss it. 
are you here? Why are you gentlemen sittfng here and deliberating if 
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already on the statute books an act, drawn by an astute statesman, which illegalizes 
all combinations, making it a miwieineanor to have combinations in restraintof trade? 
Why do you want more legislation? Isn’t that statute enough? Will yon vary the 
language of that statute? If yea, how will you vary it, and what amendments will 
voif make to that legislation which will conform to the prineiphw of Fed(!ral jurispru- 
ilence and the principles which appertain to this Government in its relation to the 
different Stabs? 

Again, yon have the State statutes against “trusts.” I won’t cite them; I put them 
on the record before you. Kxaniincthem and vou will see their inconsistemles; you 
will .se(! how one State murders one industry and encourages another, how one under¬ 
takes to separate labor from capital, pats agriculture on the biw;k, and kicks indn.s- 
I rials and manufactures. 

'I'hese vast aggregations of labor, and aggregations of money, and aggregations of 
goods are in principle the same. You must not shrink from the responsibility that 
Ts up<in you. If yon determine that we must have more legislation, you mustal.so legi.s- 
lale against, or at least in rtapect to, labor. Labor is at lerist as in'iportant as capital, 
and the man who undertakes to sejiarab^ the two will involve and i)erplex this im[>or- 
limt economic subject. If it be wrong to combine industrials or aggregate capital, it 
is equally heinous to eondtine labor. 

.\n(i I also call your atteidion to tins fact: There have been .S(‘ven judicial decisions, 
at least, of the courts on (.|U(‘ations of industrial combinations. We, have ha<l a 
decision in the courts of New York which condemned the “sugar trust;” we have 
had one in Ohio which condemned the Standard Oil. The biscint tru.«t has been 
d's liii-ed illegal and the whisky trust has been <leclarvd illegal, and thn'c others. 
Mvery time that these questions have comti up liefore the courts they, on jirincijiles 
of co'rinnon law, or by virtiu! of statute, or both, have declared th'e combinations 
illegal, 'rhe courts are clothed with ample power under the common-law rules of 
piihlic jiolicy and the doctrine of restraint of trade to guard the interests of the 
public again.st combinations dangerous or hurtful to public interests. 

And, thi'rcfore, I say no legislation is required to meet the new' and as yet 
unknown (juantity of industrial combinations. 

In fact, permeated by the influences of a prevailing public sentiment, to w Inch all 
liiniiau nature is susceiitible—and judges are human—the courts have already jmshed 
the rules of the common law to the, verge of reason. 

,\re you here to light iigainst mere form? If you are, I have wasted my time in 
appearing before yon and you have wasted yours in silting here as a connnis.sion. 
Do you care what "form aggregated capital assumes—whether it is in the form of the 
old common-law trust, or w hether it is in the form of a con.'.olidation or a partner¬ 
ship or corporation? What is to be the object of this commission if you are to leg¬ 
islate that corporations may not form a partnership between themselves; what effect 
does that have on the question? If you legislate that all trusts, common-law tnusta, 
are illegal, that goes to the form. Ine substance of the tran.saction, be it remem- 
hci-ed lure, means the extirpation of the carefully evolved commercial system of thia 
country, and it means nothing less. I say the tight against aggregated capital has so 
far been avail! light against mere form, and when it assumes a serious position, w'hen 
it gets to a ]ioint that it means to earnestly attack the substance, then the contest will 
he to wiiie out the commercial system of this country; and 1 ask if there is any ina.> 
in this room, or any man in this country, who is ready to go to that exhuil? That is 
the proposition; 1 do not <'aro whether you allow aggregated capital to exist in the 
fonii of a trust; I do not care whether you allow it to lie in the form of a partnership 
or coiporation—if it is bad, it is equally as bail in the last form as it is in the two 
others. And you are confronted with "the ipiestion, it you mean to hgislate, if you 
imi.st legislate, of wiping out and extirpating a system under which this country has 
grown and developed and liecoine as prosiwroiis as it is, because without the corpo¬ 
rations, without the instrumentalities of such aggregations of capital, you never would 
have reached the remarkable conilition of commercial and physical prosjarity which 
.Vou now enjoy, to the envy of the balance of the, world. Of course it is easy to remedv 
die supposerl evils of aggregatcrl capital. You can, if you are prepared to take such 
a step, wipe corporations from the statute books of this country, or so cripple them, 
by curtailing their inherent powers, as to make them impotent. But he is a bold 
man who will advocate such revolutionary mea.sure3. 

, If corporations were bad, if aggregated capital w'ere pernicious, if it distilled poison 
into the veins of the commerce and labor of tliis country, the time to have acted was 
" liave throttled the corporation in its cradle 40 years ago; but now, when it is 
Dinicd around every branch of your commercial development, your industrial pros- 
pi'i ity, and your financial tiody, you are not apt to listen to a demand to destroy it, 
d down. The destruction of corporations means the end of your present com¬ 
mercial system. 
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Q. (By Mr. Pnimrs.) Do we understand you to state that this commission is asked 
to cut this down?—A. I say ttmt if your iegislation results in your saying this, that, 
you believe that aggregated capital <an e.xist in a corporation, but you would not 
allow it to exist iu a trust, then you are accomplishing nothing. That is what I 
mean. 

WHAT ARK TUR MISCniEFS TO BE REMEDIED? 

I was about to make two more suggestions. We are taught by men who have 
made a study of those natural laws, which furnish the foundation for human legisla¬ 
tion, that there are three things to be considered when you are about to make a nett- 
statute. 

The first is that you must consider the old law. What is the old law? 

Second, what is the mischief that the old law does n»t prevent? 

And third, what i.s the remedy proposer!? 

First. You know that courts of equity, under the principle of the doctrine of public 
polirw, iros.sess the right to stoi) these commercial organizations or aggregations of 
capital when they are considered pernicious. Y'ou have the Sherman staliito; you 
know its history; you have the statutes of the various States, and you know their 
histories. 

Then what is the mischief which is to be supplied or is to bo remedied? That is the 
question that tliis cointnission must addres.s itself to. What is the mischief which 
you wish to reineily? Are you to-day siitisfied that since the inauguration of tlu-se 
industrials tliey have been iH'rnicinu.s and detrimental to the people of this counlry? 
Can each meinlier of this conuuis.sion put his hand upon his heart and say, a.s a g<«sl 
citizen, that the records of this conunission are full of evidence which show th.at 
tliese industrial enterprises are evil? Can you, in face of the e-xtraordinary coninicr- 
cial development of this country, in face of existing favorable linancial and industrial 
conditions, sav that you are convincisl that there are evils whicli spring from thcst> 
industrials? If so, you must stop thitin. I say to-day that there has not heen a spe- 
cilic. statement which an intelligent man could answer, pointing out in a coni-rcle 
manner the supposed evils which have flowed from the inauguration of these enter¬ 
prises. You .“ay overca|>italization; well, that is a question of delail, that is a ques¬ 
tion aliout whicli men may jiossiblv disagree. If you think that corporations slioiilil 
be capitalized upon tlie basis of tlie actual value, why you will find a great niaiiv 
people who will agree ivith you. If you find, on the contrary, that they should lie 
capitalized on tlie basi.s of the profits, you will find many more people who will agree 
with you. If you think this question should remain untoucheil, to be left with the 
parties themselves who are making the oiganizations, hecanse yon believe tlial this 
question Ilf capitalization, one way or the otln-r, is not a fundamental question, hut 
is influenced and controlleil tiy the o)« r.ition of natural laws and of particular condi¬ 
tions, then leave it alone. But those are (juestions of detail tliat do not go to the 
substance or root of this matter. 

rerhafis it will be saiil that individuals have ajipeared before you who have suffered 
from aggregated capital. That may he. The individual casr-s may be serious, I hey 
may lie grievous, they may appeal to our syniiiathies, but in the great progress ui 
commercial development some must go under, some niu-st suffer, some must becriislicd, 
and that has la-en an inevitable rule from the beginning of the world. If you hud 
sat a.s a commission years ago, when the sewing machine was introduced, you Mould 
have had hundreds of supfilicants coming before you asking legislation against it. 
Individuals do suffer and must suffer from the consequences of the general march of 
commercial and manufacturing development. In that war, the batteries of sciciu-e 
and skill and commercial development wound and kill their own countrymen and 

A great philosopher, Jeremy Bentliam, w-a-s the author of the phra.se and the 
expounder of the great principle of “the greate.st good for the greatest nunilier - 
the only way by which you can successfully carry on government. Society is -^'1 
constituted that some must suffer. It is the sacrifice that the few are forced to iiiutii 
tor the good of the whole. Take the jiolice and the school relation, in whicli you a''' 
interested. A man live.s in a village, and has his own governess to teach his olua 'y"’ 
and also ha.s his own man in the liouse, ai.,1 he says to the authorities of the 'm'ui-uy; 
“ You imnoae a tax on me for public schools; I don’t need them; nor do I want )oi^ 
police; 1 liave a man who does that very well for me, and I don’t need the I’" '' 
and I won’t pay the tax.” Well, where does such a man .stand? He must Kou'" ' - 
because the general needs of the country require common schools, and thew 'u’'l’ 
a police force; and there is no principle of legislation that can be lurmulated wii ^ I 
your stepfiiiig upon the toes of .some innocent [leople, who must suffer for thu 
of the whole. IJudoubtedly some individuals^—perhaps a great many— must su 
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from the estfihlishment of inchistrial coinhinationH. The little grocer, the .snmil hah- 
enlasher, the iniddleinan, the salesman, the traveler, may \mw just causi'of com- 
plaint; hut the Government is not made to adjust these things or to reme<ly such 
evils. * We are not living in the millennium. We are not governed by abstractions, 
nor is the State influenced by eympathy. 

CHICAGO TRUST COxVIi’ERENCE—CONCIA’SIONS OF ITS CHAIRMAN. 

There was a conference in Chicago some time ago called tlu^ Chicag(* Trust Con- 
iVronce. It wa.s supposed to have assembled bilore it all the leading tliiiikers on thesis 
subjects. Th(‘y had lK>fore them two of the most eminent of (nir oratorical speakei's, 
jind they each gave their views. And what wa.s the result? It is contained in a hmI- 
(•o|on‘(i little pamphlet wliioh I have Ixd'ore me. 1 have read that book industri¬ 
ously to thid fight on tfiis great subject. 

As (chairman of that conference there was an able lawyer, Mr. liowt*, whom I 
have the pleasure of knowing, a lawyer from New Orlean.«, a clean-cut, tried, careful, 
prudent man; and let us see how tln^ results of tho.^^e deliherations were filtered 
through liis brain. As chairman lie stated what the results of that conference were, 
and see wdiat h(‘ has announced. 

lie says: “It seems to me—simply as an individual, of coursci—that almost every 
paper or address we have heard has made some admissions or coneessioiis which 
(iiav form a basis for some conclusions, and if you will allow im* I will formulate some 
of them, as follows: 

“1. That combinations ami conspiracies in the form of trusts or otherwise in 
restraint of trade or inaniifacturi', which by the consensu.'^ of judicial opinion are 
unlawfur’—see how carefully that i.s stated—“which by the constmsus of judicial 
o[Mni<»n aix^ unlawful, should be so declared by legislation.” 

Whv, tfie sugar trust was an illegal creation in New York and was judicially 
declared so. With wlmt result? It walki'd over to New Jersey, put on a new suit 
of clothes, came back to New York as a foreigner, and there it is llourishing, and in 
face of your antitrust act of iStH) and a tremendous antitrust statut*- in .V'w York. 
With the New' York statute staring it in tlu* face and the awful liand of the Sher¬ 
man Act [)ointing at it, why, we sia-the sugar trust calmly attending to its u.sual 
business as if nothing hud happened. 

Now, the chairiiuin of that trust coidVrence ileclartHi that the consensus of opinion 
was that all combinations contrary to imhlic jxdicy are unlaw lul, and that it should 
he put in statutory form. I have no obje<'tion to that; I don’t think any man has, 
because that is simjdy doing what they call codjticatioii; tluu is what I call intelli¬ 
gent ('(xlilication. 

But 1 go on. “—which by consensus of judicial o]iiniou are unlawful, should 
he declared so by legislation witli suitabh* sanctions, and if jiossihle by a .'Statute uni¬ 
form in all jurisdictions, and that such a statute should he thoroughly enforced, so 
that liiosr* who res|)ect it shall not be at a disadvantage with those who disreganl it.” 

I say amen to that. 

Mr. H(>w(‘, the learned cliairinan, then pro<*eeds: 

“2. That the organization of trading and industrial corporations, whether under gen¬ 
eral or sjx'cial laws, he permitted only under a system of carefuKrovemnumt control, 
also imitonn, if jxissible, in all iuri.sdictions, whereby we think that many of the evils 
of which complaint is now made will be uvoiiled.” 

I shall endeavor to show yon hereafter that the (lovernmc'nt. National or State, has 
already full eontrol of cor|X)rations, hut I will postjKine criticising that. But lien* is 
a lawyer making a clear postulate that presents a basis for fair argument. Men may 
differ; lie may he right and I may he wrong in my opinions on that subject, which 1 
will submit to you in a few minutes. 

Tlicn h<* savH, in the third place: “The objects of the corporations should he con- 
liui'd within limits deflnito and certain. The issut> of stock and bonds, which has 
been a matter of so much just criticism and complaint, should be guarded with gn^at 
strictness. If mortgage bonds seem to be required, they should he allinved only for 
a imxl(‘rate fraction oi the true casli value of tlu^ property that secures them.” 

I dissent from that because it will throttle tlu'; r'fperations of corporations w ithout 
a resulting lienefit to the public. As a rule of protection for investors and emditors 
I think it is su|)erfluou8. But I may he wrong in this view'. 

‘‘As for issues of stock, they should lx* safeguarded in every p(»ssihle way. Tlu^y 
slmuld only he allowed either for monev or for property, actuallv ivciived try 
the <‘onipany, and dollar for dollar.” {That, 1 say, is all Vight. Tliis principle is 
already well estabJiahed.) “And when the property is so conveyed it should he on 
au honest appraiaeineiil of actual value, so tlial ihvvi' may be no watering of stock. 
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“4. An«l iinally there nhould lie a thorough systom of reports and Government 
inspe<ition, t^Hpecially as to issues of liondH and stock and tne status amt value of 
property. Yet at tlie same time, in the matter of trading, business, and industrial 
companies, tliere are many legitimate secrets which must he respected by the general 
public. 

‘ ‘ In short, we need frankly to recognize the fact that trading and industrial corpora¬ 
tions are needwl to organize the activities of our coijntry, and they are not to 1 m‘ 
scolder! or he beliwl, but controlled, aa we control steam and electricity, which arc 
also dangerous if not (‘arefully managed, but of wonderful usefulness if rightly hai’ 
nesscMl to the car of progress.” 

Now, here’ is an intelligent formulation, the results of the Chicago Trust Conference 
ex})ressly called together for tlie purpose of giving an exprew^ion of views upon Hum 
grave suhjeet of aggregates! (‘apital. 

The mis<rliief, gentlemen, which results from combined corporate capital is poiutcil 
out and ilefined in these four statements, and one (an argue on the l>asis of tlK'ui. 
They are clear and conservative stateiinents and present ground for fair argument 
and di.scussion. Tlu'v are not so nidical in their terms and consequences that if 
adopted in toto any matcnal or substantial impediment would result to conmiercial 
expansion or development. 

HASTY I.K(5lSLATION MISSK.S ITS MARK. 

I have two more views to suggest, one in ri‘gard to the jurisdiction and one in 
regard to the remedies that already exist. 

No man who is a student of the history of this country and who is a lover of the 
form of government which prevails here (*an look without gr{‘at solicitude upon itic 
remarkable development of capital which lias appeartnl to us so vividly in the la.^t lo 
or 15 years. I do not mean to assert to you, gentlemen, that aggregated capital is :m 
unmitigated virtiu*, without iieeomjiaiiying vi(vs. What I have Been eiideavoiing 
to impress upon you is the lu'cessity of going slowly in your acts. 1 have Ikcii 
endeavoring, by invoking historical anak>gies, to show you how (^a.sy it is to make 
hasty legislation, and that the fruits of hasty legislation not only bring tin; eomis of 
justice and tlu* adniinistratioii of the law into reproai'h, not to say contempt, l)ni 
fail to accomplish the purpose at which the legislation is aimed. 

Now, what can more forcibly illustrate the strength of that remark than the anti¬ 
trust law of the Unit^-d States? I do not siqipose that the autlior of that law ever 
conceived the idea or intention of affecting by that [>icce of legislation the raihoa<l 
interests of the country. An«l yet we have this remarkable result, that the industrial 
and manufacturing corporation.^, as eoiitradistinguished from the railroad e«>r|)ora- 
tions, have (*Hcaped the law, as we sw in the ca-so of Knight,’ the sugar refining < ast- 
from Philadelphia, where the emirt held that, although the effect of comhiuiugsiigai • 
nTming busines.ses was to create a monojioly in the manufacture of a necessary of life, 
yet it could not he suppre.s.s(*d under the Sherman Act of 18tK), because; it was not a 
restraint of interstate trade or ciumnerce. 

But, strange to say, the railroad corporations, which, I think, were not int(*nded to 
l>e emhraceel in the law, were made the sufferers by that legislation. And in the iwn 
decisions in the Missouri case, and in tin; freight ea.ses alMiut which you know, and 
to the n;{H)rts of which I need not refer, the Supreme (knirt held that the language 
of the act of 1800 appliixl to railroads, and contracts which were generally c<UK'(‘d(‘d 
to he fair and beneficial to th(; public were H(;t aside as illegal. I have no eritieism 
to mak(* on liaise decisions. But see the paradoxical result! A scheme of legislation 
which aimed at manufacturing and industrial corporations is declared not a|>pli< al*l'* 
to them, and railroad corjwrations, which were not intended to U; covennharc la id 
to he within the language and spirit of the statute. Tliis shows what results ao nu* 
from hasty, ill-considered legislation. 

I do not claim here that there are not great and grave questions surrounding tlie 
aggregation of capital, in an^ form it may assume, whether it is htdd byanimlividual, 
a partnership, or a corjKjrution. It is a matter of profound solicitude to every cui/t n 
of this country, a matter of profound importance in the development of tins counti), 
in all its operations; hut I say that the subject has not approached a ripe ami matme 
condition. 1 say that if you take the vague, indefinite, and crude thoughts \\luyi> 
up to this time characterize the discussion of this (luestion, and put them in the i rii' 
clhle of legislation, nothing tangible, pra(;tical, anil benefiidal to the jieople will" 
from the cxp(‘riment. That is all. You must keep your eyes upon this ni'^deiij 
octopus, whether it is in individual or corporate form; hut until aggr(^gal(‘<l 
commits some indisputable blow against the liln^rties of the ]K‘ople, until it ♦ 
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the foundation of our iiiatitutions, or until it interferes with the a/lministration of 
jiistiee or legislation in some jxtsitive way, I say that it is futile and uniioeessary to 
enact any laws, because you have no defined, fixed, intelligent ))urpose in view, and 
without such purposes you are absolutely at sea, and the very laws that von make 
will strike at people whom you never contemplated they would reach, and‘|>robably, 
if not certainly, permit the aggregations of cajntal, intended to be reached, to enlirciy 
escape. 

LEOISLATIVE AND .U'DICIAl, CORRUITION. 

It may be that the effects of combinations, or the effects of the aggregation of 
wealth or capital, may affect and corrupt the legislative and judicial powers of the 
(loverntnent. There is the great danger, in my opinion. But no law that you can 
frame can reach this .supposed evil by anticipation, ber-ause you do not know what 
form it may take. For direct corruption, the existing penal laws of the nation and 
the States are amply sufficient, and need nothing in the form of newer laws. 

.ludicial or legislative corniiition, however, is often provoked by demagogism, which 
pressr'S corporations to seek for their just rights by illegitimate means. It is a pnirlic 
saying, unfortunately, in this country, that no cor|>oralion can get |>roper and neces¬ 
sary ))rivileges without a lobby. I wish you, gentlemen, to ponder (lee(>ly over that 
aspect of the question. A (|orporation goes toa municipal legislative body and w ishes 
a certain privih-ge, which, if granted, will berudit the public, yet the railroad men 
and the men who control corporations will tell yon that it lan not be obtained by 
legitimate methods. Now, there is no use disguising tin; fact that occult influences 
arc list'd sometimes by large corirorations, of necessity, to obtain tilings which are of 
the greatest importance to the tinblic; and if you can’stop that end of it, you remove 
one great terrrptation to judicial or legislative corruirtion. 

If dcrrragogrsnr is elinrirrateil fi'orii the discUHsion of tlu'se rpiestions of aggregated 
capital, there is no doubt that a solntiorr w'ill be found errtirely satisfactory to the true 
|iriigr'css and interests of tlur country. 

Irr concluding this bratich permit me to rci>eat, that it ajipi'ars to me that all we 
have to-day to found legislation ujion is the opinions of irren who are not <iualified to 
spi'iik with any intelligent authority; we have the vague and indclinite criticisms of 
pcojrle who have not studied these riuestioirs from the starid(ioint <rf actual experience 
■ ir the honest conviction resulting frotrr rleep research. Whenever the.se critics apirear 
before this I'onnitission, if they will hazard that step, if they undertake to rrrake statc- 
rrrents, you are likely to insist upon jrroof, upon statistics, upon real argurrrcrrts anil 
facts, and that is the way you can build the foiiinlalion for a law which will be. salis- 
i'ai'torv all around. 

11'’ NEW t.AWH AUH NEl-inKn, WHAT .llIRlSimTlON SllAl.l. THEY COME FROM? 

Assiiiiiing that you gentlemen should come to the conclusion that some further 
law WHS nccea,sary, you are confronted with a question as to the jiirisdii'tion—as to 
w licthcr it sliouhl lie a national or a State law. This involves some study as to the 
iiatiin! of our (Toverninent and the true relation of the Stales to it. Thi.s Govei’ii- 
iiiciil is not a national government. It is a fcih'rative governinent. Whatever 
powers this feilerative government has are given to it by the Constitution. The Con- 
sliliilion of the United States may be divideil under two great heads, namely, that 
liart which we carried almost Ixidily from the English law and that part which 
resiilli'd from the piirjKise of a feileration, 

If you will take occasion to study this great instrument you will find that the ex- 
lii'i'ssions of individual rights in Magna Charta are almost co)iied in the Conslitnlion 
'll the tiriiteil States. And if you examine the three foiniilations of the English 
I 'overmiient to-day—the Magna Charta, the Petition of Right anil the Bill of Rights— 
.voir will discover that all of our rules of libertv, justice, and right have been drawn 
li'oiii these sources. Whatever is new in our Constitution is the result of the associa- 
bon of the 13 States, by which they agreoii, for the purpose of mutual and iierpetual 
union, to delegate to the (.ieneral (iovernnient certain siiecilied jrovvers. 

The idea of the Constitution of the United States was that the (ieneral Goverti- 
riicut should never interfere with any of the iiili'rnal affairs of the States. The 
1 'overmnent wanted just power enough to proU'ct itself from exterior infiiiences and 
lo hold the States together, and it dirl not jiropo.se to interfere with the rights of the 
Stales to govern themselves as to their internal affairs any more than the resjiecliye 
States undertook to interfere in the domestic relations or private affairs of any of its 
•■ilizens. If you |(oep that idea in niinil you can intelligently ajiproach the ejuestion 
wdii'ther the Federal Covernini'nt has the right to interfere in the general ijuestions 
ol aggregated capital. 
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The necessity for some such provision ns thw present “oomiiierco danse” in the 
Constitution was tijo ivdl cause for {railing; tlie convention whidi led to the adoption 
of our present Constitution. ^ Wlieii we separated from England tlie great difficulty 
was tfie want of uniformity in the commerce and navigation laws. 

In tlie j\rticles of Conlcderation, which precede<l the Constitution of the United 
States, there was nothing wliich ma<le commerce free, ojien, and uniform between 
the States; and when they receive<l their independence the (piestiou of an untram- 
mded commercial intercourse between the States of the Union was one of the prin¬ 
cipal sulijects wliich confronted the jieople. That clause of the Constitution of the 
United States by wbieh Congress was given the power to regulate commerce--! ^ny 
tliis with great contidence—was never intended as an absolute authority for the 
General Government to interfere or meddle with the internal affains of tlu^ States. 

The ])hrase “regulate commerce” does not mean to restrain commerce, and never 
waa intended to have such meaning. There was no tluiught of interfering witli tli<? 
development of the country in placing thi.s language in the Constitution. The 
framers only undertook to say this: Tliat the States should not deprive eacli otlier of 
that free and alisolute intercourse between themselves wliich must neccKSurily 
for the jmrjiose of accomplishing the purjioscs of the Union. That was the intention. 
Tliey suiil all of the navigable waters must be open to all the Slates—no imiiedimcnts 
placed in the great highways and roads, an<l no rcstriction.s made upon trade an<l 
commerce tis l)etwc<*n them. Tlie citizens of South ('arolina, so fur as tlie navigaliK' 
waters and roads ainl t*vervthing that appertained to commerce were eom'cnied, 
should enjoy the same eipudities and privileges that a citi/aui of New York possessed. 

In the hi'st case which arose in the Supreme C<nii t of the United Slates—Giblions r. 
()g<ien'—under tliiscommerce clau.^e of tlie Constitution, tlie,(pK'stion was this: Ijv- 
ingstone and Fulton, who were then applying steam to walcr navigation, had receivrd 
from the legislature of New York a grant for the exidusive use of steam in the nav¬ 
igable watei’H of New York State for a term of years. Well, that was a privilegr 
that iiobixly ciivii-d, because Livingstone and Fulton weri' apjdying a luwv and gieal 
iliscovery to the ]U'opulsion of boats, an<l tlie State gave them the sole privili^e of 
enjoying this valuable invention. Hut they liud no sooner olitaiiK'd Ibis grant fi'"in 
the State of New Y(»rk than another individual started a line of .•^teamlioats Irom 
New Jersey and ran over to New York, and be was seized. 1 \v was niidi'r a lieetisr 
of the Unit(‘<l States Government regulating the coasting trade, an<l the ('jneslioii 
arose in the Supreme Court of the UiuUhI States whether the Slateol New York liad 
the power to grant such an exclusive privilege to the exclusion of citizens of oilier 
States navigating under coasting licenses. The ojiinimi of Child'Justici* IMarshall 
delivered In this case luis been universally read and studied, and he Indd that it was 
one of tin; objects of the commerce clause of the Constitution to open the. navigaht' 
waters to all citizens of other States, and that the grant to IJvingslone ami UuUon 
was ino|.H.*rative. “The genius and characti'r of tlui whole < iovernnicnl seem to be 
that its action is to 1 m* applied to all the external concerns of ilu* nation ami to tlio-e 
internal <*onceriis whicii affeid the States generally, but not to those which an* com¬ 
pletely within a particular State, which do not affect other Stat(*s, and with whieli 
It is not necessary to interfere for the purpose of executing some of the general pow¬ 
ers of the (jovernmeiit. The completely internal commerce of a Stale, tlien, may be 
I'orisidered as reserviMl for tlie State itself.” This language of (’hief Justice Marshall 
furnishes the keynote to this much-discussed clause of the ('onslitntion. 

Of coui-se, the Supri'ine (.’ourt of the United States—I say it with gnat n*grcl—has 
been remarkably haras.scd and annoyed in its decisions upon this clause. I do not 
think any man can sit down and study tlic decisions of that c(nirt upon tlu* iutcrstale- 
conimcrce clause without ri.sing from the reading with a fciding that they arc very 
inconsistent in some resjiecls; and Judge Hradley, in one of his <lecisions-—ami <*<‘t ■ 
tainly Judge Hradley was a very able lawyer—exprc.ss(‘d a regret timt (In* <*ourt lia<l 
strayed so far away from the principles of Gibbons r. Ogden, from which I liuve jmt 
quoted. 

The judges of the Supreme (Jourt of the United States are liuman, and they arc 
more or less susceptibh^ to the influence of outside opinion and ilisciissioii, as others 
are. Law, after all, is nothing but the expression of custom. Despite tin; fact thn' 
legislatures undertake to put in statutory form laws for tin* government of the pce- 
ple, that which is the great law and that wliich is the universal law is the law "1 
custom; and the Supreme (Vairt judges, like all other human beings, are su.«’cej)tible 
to the influences that prevail at the time they write tlieir ilecisions—honest, higb- 
toned, intelligent, proud of their position in every way, but still human, as you cati 
see if you take the lcgal-teii<ler cases, where they made two decisions, one in favor of 
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tenders and one against them, and if you take the income-tax cases and otlier 
instances—few, 1 am glad tosa^'—you will H<‘e tfiat that <'onrt is in(luenc(“d very largely 
by the prevailing popular opinion. They breathe tlu* same air, (heysh'cj) in the 
siimo air, they live under the same influence's a.s other people <lo: and when a <ju(*.s- 
ti<jn of law is presented there they are susceptilde, more or less, to th<‘ atmosphere 
which prevails, and everyl) 0 <ly must recognize that. 

Isay, therefore, that (’ongress should not jnit upon that court unnecessary l)ur- 
(Icns, as they have done by tlu^ Slu'rman Act. It was a crude piece' of legislation at 
best, ami that court has endeavored, in an honorable and conscientious way, to 
extricate itself from it, as mm'h as it can; but it would have been much lu'ttcr, in my 
jialgment, if that law had never bet'ii ena('ted, because it unnecessarily att('m]»ts to 
deprive the State of ]>ower which they alone shoiiM ('Xi'rcise; it is another innovation 
of the tieneral (lovernnu'ut—it is another unm'ci'ssary sten toward centralization. 

(Jciitlemen, the strict States’ rights doctrine has been largely obscure<l sincethe war 
of IStiO, becaus(* many issues which were involved in it disappeared, when that 
unhapi)y ejMM'h in our history clost'd. 

but tlie subject of the relation of tlu' Federal (iovernment to tli<' Slates is one of 
the jaofonmh'Ht ini}>ortance, and it sh<>ui<l always be kej't alive and gre<*n Indore us, 
wlicn legislation of the kind involve<l in tliis discussion is conlemplate<l. 

J do not iissert these; views as tin* result of |M)litical and jiarti.siii bias, but they are 
inlliu'nced by indej)endent thought and convi<‘tion. As Mr. Gladstone sjiys, the 
fabric of our Constitution is oih' of tlie greatest that has cv('r been <l('viscd l>y biiman 
minds. If we can jweserve it, as it has been banded down to us, there is not “the 
^iliglilcst doubt about our ])oliticaI <'<juality ami our progress and <levelopmcnt.” 

States’ rights is not a jiarty (piestion. It has disappeared from IIh' realm of partisan 
l>oiiti<-s. and when you ari' impiiring into tlu^ U'gality of busim'ss canh'd <ui by manu- 
fartnriiig corporations incorporati'il under State laws, ami the (piestiou of re.^trieting 
or limiting tliem, you must bt' warm'd uol to eiicrouih upon the autliorily of the 
various Stales; ami it is very iniporlaiit that con.'^cientious study should be l)estowed 
upon this important subject before Federal legislatum isgraiitcd. It is unfortunately 
true tbal lately we are tending to nationalization. It is trm- that in great emer- 
griicii's jK'Ople turning to tb(' National Covi'rmm*nt for help, lor assistance ami 
siipporl, but it is e<juallv true, in my liiimble judgment, that such appeals should be 
liisicgnidcd, and that tlie fabric of this (lovenmu'Ut never can be sustaiiu'd, in its 
piisliiH' vigor and glory, unless we kec]> tiie i<lcntity of tin* Stab' go\'ernments per- 
fci lly cs(ablishe<l as against the Fe<leral power. And now that tliat great Ixaic; of 
roiit^ ntion, slavery, has disap[»e;ri'e<l, we have a chance to look at the <(Ue.stion from 
an independent and unbiased standimint, unijilluenced by sectional or partisan 
politics. 

TlnMpu'slion of States’ rights involvesthe wbo]clh(‘orvr»f our(hn’erninent,and tlie 
pel |H‘luafion of our republican institulions. It is essential, in <-onsi(h'ring the sub¬ 
ject of making laws, to endeavor at all tiim's to maintain tlu' individual autonomy of 
« iti/.cnsliip. W(! Ix'giti with the lionseliold, family and doinestii* affaii>, ami we say 
to lli(‘ village, or town, or city, or State, wbicbc-ver undertakes to invade the privacy 
of these n'lations, “ You must keep ytnir hamls off.” As citizen members of villages, 
towns, citii's, or municijialities, we claim the general right to legislate for ourselves, 
u ilh only so mmh iiiterfenaice from the State as is neci'ssarv f<tr the gmieral gooil of 
tln' whole people; and when w<‘ come to State citizenship wi' claim that the lu'dcral 
t'ovi'i'ument lias no power over us exce])t that which lias been delegated to it bv the 
Constitution. In any legislation inaugurated l>y tlie Fcdi'rul Covi'rmm'nl it is lliert'- 
fore esseiilial that tlien; sliould be no (‘iieroaclimeiit upon tln' rights of the States as 
I hey are preserved in tlie Constitution. In Stale legislation, as against mimieipalitu's, 
'■itios, towns, and villages, it is eijually important that the rights of Ihesi' Miialler 
• onuiiunitieH sliould m*t be invaded, and the sanu! ri'asoning ap]>lies (o the invasion (►! 
individual, doiiiestii-, family, or business afl’aim l>y the National cir State Coveriiiiu'nt, 
or any of llu' minor municipalities. 

l.ookingat the subject, therefore, in the light of every fact wbii'li I liave been aide 
‘o diseovor, I see no ri'ason why there should 1 h' any national legislation in ri'speet 
to (his (jiie.slion of aggri'gated i-apital. 

In regard to State legislation, you are charged witii suggesting a basis for bonio- 
j^eiieity of laws upon this subject. Nothing apjK'als b* im^ so strongly as that ]>ropo- 
^‘boii. The draftsman ol the act which create<l your commission had in view the 
possi))ili(y (,j yQjjj. ^ which you I’ould not conscientiously 

"‘Commend national legislation, and he has <*arefully given you the power to make 
"‘<'ormm*ndalions by which homogeneity on this .subject between all the States could 
becsialilished—similar laws Iranu'd on the same line—the Slates (o take upthisgrt'at 
<luestioii and legislate in a uniform way. A recoiimieudation emanating Irom this 
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commission ought to have the profoundest weight in all the States, esiiecially if it is 
accompanied by reasoning whicli apjK'als to intelligent men. 

Therefore 1 submit that if vou recommend legislation at all, it can only be in the 
shape of proposals to the different States. And if it is true that any corporation in 
this country—1 do not care which corporation it is—is in possi*8sion of franchises, or 
is in possession of rights, or is the nolder of privileges which are not shared by 
other cornorations or individuals, then I say if you are satisfied of that fact, level 
your legislation against it specifically, and do it clearly, and the people will applaud 
you and the courts can intelligently sustain vou. 

As I see the subject, without having tlie wliole light before me as you have, sitting 
here patiently^ as you have been, for months, and gathering in all the statistics, fact.s, 
and opinions, it seems to me that the legal remedies in the various States are ample 
to-day to redress all grievances which may exist, and ahqpt which I now wish to talk. 

THREK INTERESTS, THE CUBLIC, THE STATE, THE STOCKHOLDER. 

There are three classes of persons who are interested in the remedies ai)pertaiTiing to 
aggregations of capital: First, there is the public; second, the State; and thirdly, tlu; 
stockholders, and creditors wlio may he classified with the stockholders, hecausi^ 
their rights are somew hat similar. 

Now, let me first take up the question of the public. There has been much talk, 
and it 1ms received sanction from the very respectable authority of Judge Ilowc, in 
his formulation of the results of the Chicago Trust Conference; there is a .strong 
demand in favor of more publicity in resjKHrt to flK“se industrial corporations. 

Well, let us inquire what interest the public has, in what 1 shall now' term corpor¬ 
ate wealth and corporate interests. Tlie public—and I mean l)y the public lliosi* 
persons who have no pecuniary or contractual interest in the corporation—is (hut 
class of jxjrsonH who are !iittT(‘8t«‘d in coriMiration.s, and solely and l>ecause corpora¬ 
tions are created by jiublic statutes, and whosti interests (*an not (‘Xteiid beyond know ¬ 
ing that the corporation is faithful to its charter—to its obligations to the State. 

1 take issue with the advocates of publicity here, and I deny that it is necessary in 
the broad sense in which it is demanded. I say that no man w ho i.s not inten‘sto<l 
in a corporation has a right to know anything al)out it. Jt is none of his husini-s,'^. 
I put that proposition very boldly. I may he wrong, hut my views are definite 
subject to change, hut at this time W(J1 fixed. I nq>eat, that if you guard the riglifs 
of stockholders and i)er^>nH who have contractual relations with corjxirations, an<l 
the State continues its paramount authority over the corporations—its 1 .sliall slmw 
vou it p)osst\s.ses—and that the (*<:)rp)oration keeps its contract with the State by strictly 
Following its charter, then, and in such events, the public has no more husiiiess in 
its private concerns than it has in the private afiairs of your household, Mr. Phillips; 
or your fortune, or your own husin<*ss. 

Ci. (By Mr. Jknks.) Are you using the wonl “right” tla^re in its legal sen.'<(‘‘.’- 
A. Or contractual. 

Q. When you said that th<'!y had no more right than a private individual, .\"n 
nitmnt right in the strictly legal sense?—A. 1 u.se “right” as di.stingiiished ^l'(•nl 
authority. I mean, as a (juestion of morals and tis a qiu*stion of ethics, they havi“ no 
riglit, any more than you have to in<iuire into my nrivate husine4se.‘ 

Q. You are not using it, then, in the strictly legal sense?—A. No, no; I am not. f 
see what is on your mind. 

0. (By Mr. fhiiLLii*s.) Will you allow' me a question now? Then wonhl a cor¬ 
poration have a right to offer its stock to the public-A. flnierrupting.) I will 

come to that; I will take care of that. 1 do not have any ajiprenension. J will take 
care of that part of it, and 1 am glad you asked the question. 

(i- I am asking for infoniiation, you understand.—A. I will come to it; 1 w'li 
give it. 

The line between theexeroist^ of governmental rights—now I am speaking as ii liic 
8tate were offering to make a law controlling corporations—I say that tlu^ (jncsticns 
as to where and w hen the State should legislate, and when^ and when it should uoi; 
as to when private rights inU^iw^ene and the State should withilraw; where the SUtc s 
right to intervene is paramount and the nrivate rights must yield, are (juestions ol d''* 
gr<*atest delicacy. And I do not know mat 1 can do better than to quote to you l'm‘" 
Mr. Burke, who, in my opinion, is an authority on any subject w'hich he iu'-'' 
touched, at any time and in any*place. But it is clear that when you come to fJ;* 
question as to whether the State shall legislate about what concerns your doinc^tic 
or husineijs relations, 1 say, unless the necessity is overwhelming, it ought to k<*cpH^ 
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hands off. You ought to allow the autononiy of household affairs and I he autonomy 
of business to bo run in aeeordanee with the wishes of the individuals (wm-erned, and 
the Government has no more right to interfere with your busiiKW than it has to go 
into your house and ask vou what you are eating or to dictate what you shall eat. 
The line between where the Government eomes in and where the State—the citizen 
goes out is clearly put by Mr. Burke* [reading]; “ It is one of the finest problems 
in legislation,” savs Mr. Burke, “and what ha.s often engaged my thoughts whilst 1 
followeil that profession, ‘ what the State ought to take upon itself to direct by the 
public wisdom and what it ought to leave, with a.s little interference as lawsible, to 
individual discretion.’ Nothing, certainly, can be laid down on the siilijiict that will 
not admit of exceptions, many permanent, some occasional. But tin; clearest line of 
distinction whiidi I could draw, whilst I had my chalk to draw any line, was thi.s: 
That the State ought to I'onfine itself to what regards the State or the creatures of the 
State, namely, the exterior establishment of its religion; its magistracy; its revenue; 
its military force by sea and land; the corporations that owe their existence to its 
fiat (this phrase undoubtedly means public cor|)orations, as [irivate corporations 
were not, at the time this was written, in existence); in a word, to everything that 
is truly and properly public, to the public jieace, to the iiublii; safety, to the public 
order, to the public prosperity. In its iireveiitive police it ought to he sparing of its 
efforts and to employ means, rather few, frequent and strong, than many, and fre¬ 
quent and, of course, as they multiply their imny iiolitic race, and dwindle, small 
and feeble. * * » They ought to know the different departments of things; 
what l.)elong.s to laws, ami what manners alone can regulate. To these, great poli¬ 
ticians may give a leaning, but they can not give a law.” 

Now th(;re are a gnait many things that the f-tat<; has no right to regulate. There 
are a great many things that tlie State has no right to go into at all; alxait which it 
has no right to dictate. It Inis no right to dictate to me wdiat religion I shall follow, 
w hat 1 shall eat, what I shall wear, or what business I shall engage in. Mark you, 
1 do not lay down this as an absolute propositioTi, an uu<iualilied one. What I mean 
is this, that mdess tlnu’e is some overwhelming nccessitv, some ap})arent and j^owv'r- 
fid moving cau.se ami mi.schicf at hand, the State shoii'hl keep its hamls oft; that is 
what I mean. But if the mischief is plain, if you feel that overwhehniug cau.se 
forcing itself upon you, then you are justified iu legislation, and you will find jilenty 
of authority for it under the iioliee power and under every other power. 

I come back, then, to the ipiestion of publicity, and I assert that the public is 
ani]ily jirotected by existing laws. So far as the general juihlic is cimcerned, if it is 
influenced or damaged or defrauded by any act of a corporation, or its dii-i'ctors, or 
its promotera, or anvbody associated with the enterprise, there is a criminal and a 
civil legal remedy, full, complete, and absolute, bet me illustrate: If a corporation 
were to is.sue a circular, a prospectus, which is now hecoming the method of intro¬ 
ducing new organizations to the public anil getting sub.scriptions, it there is put in 
that prospectus any statoment which is false and fraudulent, it is a foundation for a 
criminal indictment. Here is a perfect remedy existing under the laws of every 
State In the Union. You do not have to guard the jiublic in that respect. Nc) 
excuse can be found in this respect for the intervention of the State. If a man ]iuts 
his money into a corporation through the representations contained in the pros|as'- 
tus, he has a civil remedy for damages in addition to his criminal remedy. Wo that 
there is no po.ssibility of anybody being delraiided or cajoled or influenced out of 
Ills rights or property by anything that the corporation, or anv of its surrounding 
associates, or persons intiirested in it, can do, without an approjiriate, full, and perfect 
remedy. 

Q. (By Mr. Biiii.i.ms.) Would that follow the dividends and the management of 
the business through a series of years, offering to the public-A, A'e.s. 

<1. Without their privilege of examining to know whether those siatement.s were 
corrector not?—A. Yes. So far as dividends a I'e concerned, if they declare a divi¬ 
dend which lias not been earned, it is a misdemeanor in our State. It is a I'rime; 
and if they do that they are civilly liable to anybody who buys on the faith of the 
declaration of the dividend. 

ti. Can you conveniently ascertain that fact, unless the puhlic has access to the 
Imoks?—A. What do you mean, the stockholder or the creditor? 

Q. A stockholder.—A. A stockholder has the right. I will come to that in a min¬ 
ute. 1 am taking it uji now in a regular way. 1 am dealing now with the outside 
puhlic before they get into the corporation, ami*! aflirni that it is utterly impossible 
for you to conceive of a case where the public is swindled or w here the puhlic loses 
money by corixirate action unlcas there are adequate civil and criminal rcmeilies. 


1 Burke on the Tliouglilii iiiul llelails of Scarcity, at p. Mil, Hivington ediliuii ot 1 B 08 , 



1164 IIEAKINGS BEFOKE THE INDUSTRIAL COMMISSION. 

Wbetlier Hiev are onforct‘<l or not is another question. Now, so much for the public. 

If the solicitiule of those opponents of iiggre^ateii eat)ital i.s based on the fact that 
they wish to [>roteet the piiblit*, tl»eii 1 say to tliem that the public is amply protecte<l; 
they ctin wish no further prot(‘(*tion. 

Now, let us go a step further. Take the stockholder: What are his rights? The 
stockholder of a eoriioration has th(‘ absolute right to open the lx>oks. You need no 
law on that subject. The <Iii’ectorsof a corporation are trustees for the stockholders, 
and the books of the corporation can beoptmed to them, through the instrumentality 
of a C(.nirt of equitv, under the jiowers that a court of equity inherently jx>ssesses, or a 
court of common law, or under statutorv power, at any reasonable time after any 
reasonal)le demand. Their rights are fully protected, and while there may be isolated 
cases where stoekholders have faih'd to get at the hooks, if you will examine the 
eases you will discover the grounds of the failure, rersons sonu'times buy stock for 
the piirp<>se of finding out what is going on in a certain cot^)oration, and for no other 
object. Loril KIIenlMu ongb sai<l to a man who was in court in this cjuse w'hich I cited 
from Ivist’s l\epoPts:“ You have not eh^an Iiands; you eaine into this suit specula¬ 
tively; you have bought into thiseorjioratioii for the purpose of making this examina¬ 
tion;” and in such instances as tln'se the courts refuse to allow examinations of cor- 
j)orate IxKiks to be made. But every Imuui fide holder of stock has the right to open 
the books of the corporation, an<l (‘very court in this country will ai<l him to do it, 
and if they do not, if there is anythingiiiconqilete in the remedy in that respect, 1 say 
make it so, make it so; it ought to be so; but if you study the <iuestion I siiy that 
you will liesiitisfied that aeon iplete rcninly already exists. If you want homogeneity 
in the nili's of the different .'States, make it. 

Th(‘n‘t\>re, so far as the st<.tcklu>l<ler is eone(*rned, his rights are amply protected at 
law or in eipiity. 

Now, let ns conu* to th(‘ State. Ihue is whcri^ the {irincipal question arises, and I 
will not differ with the most radical cxjxmeiit of the doctriiu‘s of antiaggregation of 
capital upon this <juestioii. The State is tlie en'ator of the corporation. The State 
dictates the terms njxm which the corporate charter is granted. The charter makes 
the corporation a quasi-pul)lic Ixxly. The State has tlie aV)Solute right not only to 
make examinations, but it lias the right to extingui.'^h the charter, as you would ('xtin- 
guish the flame of a candle. It can <h‘.<trov the life of a corporation at any moment, 
because the comlition iu tlie eonstitutioii of all the States now is that the Stub's 
reserve the right to revoke all charters. Not only that, but the State has what we 
call in equity a visitatorial jxiwt'r. It has the power through its alt(>rney-g(Mieral of 
visiting a corporation, inqnii'ing into its nn'llnxls of doing laisiness, and making a 
thorough examination of its books and of its aceount.s ami its business, if Hiiffiriont, 
justification exists to warrant surii a I'ourse. J'^o that the States are not deficitmt in 
power, and the cry of puldicity, in inv estimation, is entirely unwarranted by the law 
and facts. But if you wen; to maket a law by wliieh the whole public could pas.s 
through the. office of a corporation and look at its affairs as you would pass through 
a street and look thnmgh tlu* wimhovs into an ollice to discover what wiw going on 
there—1 sjiy that such a licensi; to the gciu'ral }>ul)!ic would be infringing the rights 
of the corporation— it would la; infringing individual rights; you would he guilty of 
tninscendingthe jx)wer of government, unless you ha<l, as J siiy, some overwlielmiiig, 
]>nvv(*rful, good, substantial inotiva; to do it. With the law as it is to-day, giving tic; 
State transcemlental powers over corporations, protecting stoekholders and <Tc<litors 
and the jmblic as well, 1 believe that tlie cry of publicity has no foundation to rest 
U]»on.’ 

THK Oaii.\T COHl'OUATIONS .4KK OW.N’ni) BV THK .MK.N OF SM.\L1. MK.VXS. 

Now, (>n(; niort' thouglit. Some pcTsons, I think, havi; an idea that l-hes(‘ aggrega¬ 
tions of capital should Ix^ (;xtinguish(;d—wiped out. They mak(; a warfare against 
capital, ami their id»‘a is apparently to exterminate it as being som(;tbing not only 
offensive to the smell, but to the eye and to the touch, something renulsivo to the 
senses, something wliich should bo blotted out of existence, as unholy and perni- 
eiou.s, and vile and evil. Where will such legislation iea<l to, gentlemen? Have lluw 
thought? (k'rtainly they have not, or th(!y would not for one moment dream of leg¬ 
islation of that kind. Why, who constitutes the corporati<»ns, and where would such 
legislation k-ad? ]v(;gisla1ing against corp<>rations! You are l(;gislating against your- 
selve.s. To-day ev<'ry large corpomtiuii in this country has thousands of stockhold¬ 
ers, and every substantial blow aimed against corfMiralions is a blow aimed against 
tlie mitldlenien, the imm of small means, tht; constTvative men, the tlion.sands and 
tliou.sands of stoi'khoklers who have invested their money in th(;se corjxjrations, the 
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young and old, the widow and the infant, the tniatee and tlic cxrcutnr. Do tliese 
jieople imagine for one instant that tlicv strike a blow at tlio inillioniare, in batten ing 
down corporations? Do they imagine that they are stripjiijig these great niillionaires 
of their wealth w'lien they lejiislatc aj^^ainst eeij«)rafi(*nH? ,N^‘v<*r! 'flie inillionaitvM 
can takeeare of themselvoH, and doit. Tliey «lo not hol<l their niilliiniH and rnillion.s 
of dollars in these large corporations.' And w hen you hear of tlii.s banking lioii.-^e, or 
tliat banking house, taking 10 or 15 or 20 niiilion.H of bonds or stocks, why, it only 
nieatis that tluit is the source through which tlu* tilings reu<*li tlie public. 

The great banking interests, the great ]»roinoter8 of tliese coiniiu'reial enlerpriscs, 
retain hut comparatively small interest.s in these <‘olossal industrial e<irporalions, ami 
when legislation is made against them, remember lliat you striking at your fellow- 
citizens whom you aro^ meeting every day; tlu* man consiTvative wealth, or the 
man W’bo has put bis little stivings into eorporalion.s to liim to sufiport his 

family ami children. It is a cruel mistake, not to say hhmdm-, to discuss these ipies- 
tioiis upon the lines of wiping out capital mid exterminating it. This is as sciisiiess 
a.s impossible. 

One more thought and I shall close. In coniuM-tion with this cnisade against 
a^'gregaled capital, it is fasliionahlc to (ay «*n1 against individual wealth. There is 
not in the political history of (his eountrv any afipcal so demagogic, unnatural, 
unfounded, and unsustainable, as that whicfi is made against wealth. The instinct 
of envy, or the worst passions of prejudice, or demagogism and ignorance, lie at the 
liase of such appeals. Hecause you ami 1 Inna* not ln'cii fortunate enough to accumu¬ 
late \vc‘alth is no reason wli^’ we shoul<l umlcaiake to erilicisc^ and lind fault with 
those who have gottem it legitimately, much less se(>k to dejirive them of it. 

Uespeet for the goods and ju'operty of others is the basis of human society. It is 
deniandc.xl by social duty; it is iiisjiirc'il ly good inanm-rs; it is inculcatcul liy divine 
rule*, and sliould he rigiclly enforced by civil law and authority. The ]u'ofessional 
])olilic'iana of this country should understand that the free ami unlimited o|)|M»rln- 
nilic^s, inducc'nients, and o]M‘nings of hnsinesss and wealth to its individual citizens 
constitute one of the strongest arguments in favor of a republic, ami is at the same time 
one of its main foundations. The inetuitivc' to wealth is an honorable and usi'ful amhi- 
lion for the citizens of any government to possess, because ac<|uisition of wealtli 
rciiuires intelligence, shrewdness, conservatism, an<l the exercise of all those human 
igialitic's and functions \vhi<-h are beneticial to society. It is a ]uimarvol)j(*ct of 
every wc'll-foundod government to encourage the ac<inisition of individual fortunes, 
as it is 011(3 of its most sacred diiti(‘.sto guard them for its possessor when tliey liavo 
hetm lawfully and lionestly earnt'd. To encourage man to toil and labor, in all the 
li<‘lds of human industry, means the dc'velopnu'nt and piosperity of the nation; it 
means tlie opening of new fields of occnjiation to tlu* poor, needy, ami mu'mjdoyed; 
it (‘iicourages men to tn'inemloiis and vSiimdiines su|H‘rlinman efforts of skill and 
(‘uergy. The consciousne.ss that the n'wards thi'y r<'aji as the result of their own 
exertions, wlu'thc^r in money or in any otluT kind of [uoperty, will he carefully 
giiardcul j)y the State for their own benetit and the henelit of their posterity, is tlie 
grc'at motive whi(di iinisds men to strive! mightily in the diffenait fields of ’business 
activity. Nor should wealth Ik* driven from an active participation in the i>olitieaI 
lifiMif the nation. As a matter of right and justice and policy, it slioiild have its 
projier place in the (‘ouncils of the (lovernmeiit. 

As Mr. Leckv^says: “The indissoluble connection of the enjoyment and dignity 
of property with the discharge of inihlic, duties was the; preeminent merit of feudalism, 
and it is one of the s}>eeial excellencies of Kiiglish institutions that they have in a 
great measure preserved this (*onnection, notwithstanding the neoessary dissolution 
<'f the feudal systcan.” 

It constitutes one of the greatest elements of stability, ccjiiscTvatisin, and intelli- 
gc*m*e, and while 1 have tJie eontem]ct that is shaivd ly most of iny fellow-citizens 
for the ostentations display of fortune's, the Haunting of wealth before thc^ public w ith 
brutal vulgarity, 1 do contcaid that mostof the imlividuals who have acqmivd wcadth 
m ibis country are entitled to ho respected, ami it is not only their right but it is 
their duty to insist upon exercising a fair and projH'r share in tni'gowrmmait of the 
country. The road to fortune is open to us all, and if we have not individually Ikhui 
fortunate enough to accuiire a great amount of jiroperty we should not seek to lK*lit- 
jle the nien who have l.>cen more fortunate, or seek in any way to dejuive them of 
It or diminish its importaiiee or cmjoyment. The lives and aehic'Veiiu'ntsof the men 
who have* acquired we-cdth in this country form one of the most intc'ivsling cliapters 
ot history. Who are the men who occujy tlu* elegant residences on Fifth avenue 
and on other avenues of the great citic's c)f the country? Not men who were born 
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into the world with large inean.s, but men who from their infancy were thrown out 
ujron their own resonrces.anil by hard work, Kkill, and luck have acquircti fortunes. 
It should be a matter of pride to jxiitit out these men as types of American citizen¬ 
ship and as jnnper incentives to young people of the present age. Any onslaught, 
prenuslitated or otherwise, miule upon the property of such a class of people is not 
onW senseless and ridicnions, but it aims at the whole root of the social organization. 

The American nation is neitlier in its decline nor in its dotage. Men may clindi 
into promimmeo on the 8te|)S of temporary argnment and unfounded appeals to pas¬ 
sion and prejudice; demagogisin may b'lnporarily capture the multitude; but the 
American people can not always be dcceiveii. Those who seek to allure the laboring 
and agriculturifl cla.Mses, or otliers, info the approval of scluanes which have not the 
sanction of good sense, history, judgment, and constitutional law will sooner or later 
come to grief. 

Now, gentlemen, 1 tliink I have trespas.se<l enough on'your time, and I will now 
close, with my simawe thanks for the patient manner in whii'h you have listened to me. 

SI'ECri.ATIVK OItGANIZATIOS—OVKItCA I’lTA I.IZATION. 

Q. (By Jlr. Jexks.) Yon have been speaking particularly of the corporations that 
von think have been organized for the carrying on of legitimate business for tlie 
iMMiefit of the public at large, aswell as of the stockholders and managers?—A. Ye.s. 

Q. In your judgment, are there corporations that are organizeil primarily for s|xic- 
ulative purfioses insteail of for legitimate jmrposes?—A. Not any of the large ones. 

(j. It is yonr oiiirnon that there are some that are organized for that purpo.se?— 
A. I think there are a great many men who have gotten together these various 
manufacturing interests and have made large sums of money by doing it—if that 
answers yonr ipiestion—and who have had ho interest in the business previous to 
bringing them together. 

Q. And who cease to have any interest in the management of the business if it is 
continued?—A. I could not .say positively as to that. I should not suppose it would 
be good business to keep them. 

<i. There is, then, you think, a class of men who have made it their chief business 
to promote the orgairization of tho.se larger combination.s simply for the sake of the 
prolit they can make in getting them together?—A. Yes; I think that is so. 

(J. Do you think that in the orginiization of these larger combinations there lias 
lieen enough of thi.s specukative activity on the part of the promoters to form any¬ 
thing like a serious menace to the linancial stability of these corporations?—.V. 1 do 
not want to reflect, of course, upon any corporations- 

Q. (Interrupting.) Certainly not.—A. Which have been formed. 

(f. And not upon any individual?—A. No. I think this, that the aggregations of 
corpondions are like partnerships. If they are not formed on a conservative basis, 
they will go down, and you will have failures on the part of many of these corjmra- 
tions which have already lieen formed, liecanse of overcapitalization. 

Q. You think, then, that within the last 2 years there has lieen so much over- 
capitalization that it is likely to result in the near future in something like a specula¬ 
tive Wall street ensi.s?—A. I think this: Of course, there can not bo a failure of a 
cor^iration which is organized on a basis of preferred and common stock, becan>e 
preferred and common stock give the stockholder no right as a crislitor, and as long 
as the eiirporation can go on ami pay its debts it is all right. But while there may 
lx: no failures in the sense of bankruptcy—technical, legal bankruptcy—there would 
be a failure on the part of the owners of the preferred and common stock to rccciM' 
dividends. 

PUni.lC STATEMENTS OE WHAT IS KECEIVEI) FOK STOCK WII.I, NOT DUVHNISII SI’KCCI.A- 
TIVE PKOMOTINO, HIT WOCI.I) OIVK INVE.STOKS SO.ME PROTEITION. 

Q. You statoii that, in your judgment, it was fair ami proper that stock should be 
issued tor cash, as I understood it?—A. Yes. 

Q. And also for property, and also for patents, for trade-marks, brands, and for 
good wilj. Do you see any harm in having the articles of incorporation state lio« 
much is issued for each of these things?—A. In most cases, no; iii some lasw, yes. 
In England they require that everything should be stated in the prosjiectus under 
the companies act. For instance, the man who promotes the company nnisl 
state how much he makes; it must lx: stated how much the owner received in 
shares, in stock. And I do not know of any reason why that should not be done 
here. 
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Q. Do you think that if that were done here it would tend to diminish the forma¬ 
tion of speculative companies?—A. Not in the slighU'St. They form 10 over there 
where we form 1; and if you will go into a London solicitor’s office, where I have 
been many times, you will find a dass of men there who will draw up a prospectus 
in a way that will simply make you dizzy, as the hoys say; and tliey iinil means (o 
beat that devil around the bush. 8o that hy one subterfuge or another, pardonable, 
legal, they arrange everything just as they want if. But, as a matter of fact, as you 
know, the prospectus under the companies a<l must state everything, so that the 
public knows just as much about the interior a.« the men who are putting itout; and 
1 frankly say, I see no reason why it should not be done here. 

(i. You think, however, that the making clear to the public just what the nature 
of theoi^umization is will not protect the honest, legitimate, well-meaning investor?— 
A. It will not protect him when the enterprise itself is not good. Of course, you 
(tan not devise any plan by which the State can guarantee every man that goes into a 
slock speculation that he is going to make money. If you can, 1 should get at that, 
because I have been caught myself so often that I should like lobe reimiairsed. But 
1 mean that so far a.s keeping the public out is concerned, it you have methods whieh 
]irevent fraud, which we have here, and enable you to jiunish the authors criminally 
and civilly, you have gone about as far as you can go. loir instance, you may get 
out <i iirospeetus to-morrow for a gold mine. You and 1 look at it, and then 1 say, 
lhat is going to bo a great thing; you .say, it is not. I will go in and you stay out. 
I may make money, or I may not, and you do not make the gamble. After they 
have gone 100 feet down, they strike nothing but mud, or they may strike a great 
lionanza. 

Q. With reference to a manufacturing business, which is i|uite different from the 
milling business in many ways, the statement of the valuation that is placed upon 
the plants, which are running plants, and whieh anybody can inspect, the amount that 
has been paid tor patents, for trade-marks, and so on—if these were stated in the 
prosjicetus, would, it enabhi an investor wdio wished to put in considerable money to 
iorni a better judgment, in many cases, than h(‘can now as to the probable future 
o( the .stock?—A. Yes; 1 think it would. 

(j. Ill that way you think it would be something of a protection?—A. I think it 
would; I do not see any objection at all to that. 

I'llOTIiCriON OK STOrKnoI,llKll.s. 

(J. Is it, a fact, as is so freipiently stated, tliata large proportion of the corporations 
as they are now organized can be so managed, and are so managed, that the iiiajor- 
ily slockholdera are really at the mercy of the minority, because the minority of the 
stock is concentrated in a few hands, and the majority is largely scattered, and tlie 
directors are able to prevent the majority stockholders from getting together?— 
That is often the case. 

tf. A'ou think that condition an evil?—A. No; Iwcanse of the indifference, if 
llicre are l(X),()0() ehare.s of stock, and 2.5,000 of it are in the hands of the cli(pie, and 
I he balance of it scattered, they start in the field with 2.5,000 shares settled in their 
liaiid.s. If they have got the managoincnt, and the managonient is fairly good, the 
stockholders as a rule do not take enough interest in the corjKiration to interfere with 
llicin. I had, in niy experience, a man, a very prominent man—you knew of him— 
who had jiossession of one of the large.st railroiuls in the. Unittsl iSfate.s and only had 
Hill shares of stock. I was very much surprised when he put his stock upon the 
table, and 1 found out that he had only ItX) shares out of the $10,000,tXX). 

•h Supposing that tlie management of the company has been fairly bad. Is it 
possible for it to Ixi made diflicult for the majority of the stockholders to get together 
and to control that body?—A. No; not at all. It i.s the easiest thing in the world. 

Q. Is it true, as has been statiai here at different times, that in the CAse of a large 
proportion of th(i corporations that are organized there is no office to which the 
stockholders can go to get iiiformation with reference to their fellow-stockholders 
and their holdings?—A. That is absolutely unfounded. In fact, under the laws of 
New Jersey, or New York, and under the laws of most of the States where I have 
knowledge, the stock books, ledger, and all books of the corporation are open to the 
iiisjiection of every stockholder. 

Ji. That is the law?—A. That is the law. 

y. Do you know wdiether the law is live<l up to with .strictness by most of the cor¬ 
porations in the State of New Jersey?—A. That you can only tell by apjilications to 
the court which have lieen made. I know tliat wherever an aiiplication has been 
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made to the court by a bona tide slockholder, not brouglit in for Fpeculative pur¬ 
poses, tln^ court Inis opened the books to liitn at once. 

Q. The statement is fn'quently made that in the ca.se of sonn^ of tlie larger I'orpor- 
ations it is for the interest of the directors at times that the books should not lie 
o|)cn(sl to the stockholders, and that, in consequence, a man who bolds but a few 
shares of stock, and who has but little means, will not be able in all probability to 
get the books openeil to him, even though be is a bona fide stockbokler, because of 
the legal obstacles jmt in bis way by the diri'idors, w ho have much mort^ monev at 
tiu'irdispo.sition than be has. Is that legitimate?—A. That happens not by lebiti- 
mate litigation. It is not more fair to them than anybody else. If you have a clTiim 
against a man, a vtuy rich man, and you want to jmrsue him in law, be can resort to 
all metbods in law, all metbods of delaj-, to prevent you from getting it. That is 
true. If a man with a small amount ot money faces a Jaige body of capitalists, if 
they wish to tliwart him anil postpone bis rights, they can do it; but if lie is iieree- 
vernig and indefatigable be will succeed; there is no doubt about it. 

Ki i.i. iiui'okTs TO .sroeKiioi.i)Kn.s —to the pcblic. 

tj. Do you think that bar<lsbi)i would be prevented at all by Ibis degree of publicity 
in rcgimd to organization, which you have alreaily ajiproved, added to some greater 
[iiiblicity in regard to reports to stockholders, if annual reports or .semiaiiiuial reports 
were required?—A. I believe myself that every company should have an auditor 
and I believe that that auditor should make monthly statements. 1 Ibiiik that is iiii 
admirable thing and ought to be done. 

tj. .\iid that tliirsc statements should be sent to every stockholder?—Yes; and 
]iublished if iiecn.-isarv.' 

tp Would you be kind enough to go a little more into di'tail as to the facts that 
you think should go into the auditor’s slalenient?—A. Yes, I think that the audi¬ 
tor’s report—of course, 1 say monthly; jirobably forsome large busines.sesthal would 
not be ]>ossible; say quarterly report—should show the amount of biisine.ss that ha.^ 
beendoiie, the amount of money on hand, the amount of liabilities, without statinglo 
whom, and the iiatiiw of the liabilities. Of course it would pol do to |iublish ]lu' 
names of individuals that owe a busiiie.ss concern, because it would affect their crcdil, 
but you can have an auditor’s report which will give everybody the fullest infor¬ 
mation. 

tp You do believe, then, in a degree of publicity that would reiiiiire the j.iih- 
licatioii of a fairly detailed balance sheet ipiarterly?—A. Such as is followed in Eng¬ 
land, I think, would lie of very much benefit to our corporations. 'I'o that (jueslioii 
of [lublicity—what I miTin by ]>ublicity—1 do not mean that every Tom, Dick, and 
Harry who had no interest in the corporation could go in there'and sav, “(Ipcii 
your books,” any more than I could go into your banking house or ofiice'and .sav, 

1 want to know' how your bnsitu'ss is going on.” 

tp (By Jlr. Dnini.ies.) Do you think it is jirojier and right for the tlovernment 
and the State to have e.\aminatit.nis of the national banks. State banks, and |irivatc 
banks?—A. Yc.s. Every bank that receives deiiosits of money should be subject to 
rigid e.xamination. That 1 believe. 

tp Do you make a wide distinction, then, between them and th.ese large coipora- 
lion.s .serving the ])ublic in a great capacity'?—A. Yes, 1 do not see wdiat jiublicalimi 
you need in the case of a pi ivate corporation. 

tp Woidd you object, instead of having tin* auditor do this, to having the, and iter 
make a .statement to the jaiblic otticial for the public, as liaiik examiner.s do? -.1. 
Yes, Ido; because of the obvious differenci*. In the one place you have a stock- 
Indder who can get all the information he pleases. On the otlie'r hand, you have a 
jierson holding himself out as a banker to tin; imblic, ami you havi; as depositors 
workingmen, women, and children going jiast, who see it as a banking house and go 
in ami put in tinar momw. It has Ixam the policy everywhere, it has been the 
theory of all well-regulat(*<l laws, to compel airsolute statements, detailed statcmcnl-. 

A man deposits his money in a bank and In; wants to know something about it. 
liecaiise he has iKisitively an int(;rest tln;re; he has credit. That is the distinction. 

tp Wouhl you not have a sworn oHicer of the (iovermnent make the e.xamina¬ 
tion'?—A. I do not think that is necessary. If you hail an auditor, who was a sworn 
oflicer, if he made a statement you could rely upon it, jirecisely as you do on a state¬ 
ment made by the Comptroller of the Currency for a national bank, 
tp Should that be by one of the employees thcmselve.s?—A. Certainly; that is 
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\vhat ifl ‘iono in England and what is done liere. You get an auditor an<l v(*ry 
rarely do you discover an attempt to defraud aiiybo<ly. Tt is (lie rarest thing in the 

\vt>rld. 

(i- (By Mr. Jenks.) Unleas you were strongly of the opinion that (he audi(or 
conhl oe trusted, even though he were appoinUsl by the directors, 1 think you woul<l 
a'^rec to Mr. Phillipses suggestion that the auditor appointed be sonic person who is 
tiol interested.—A. Yes, sir. 

(2. So that one could Ix^ absolutely sure of tlio trustworthiness of the report?—A. 
V(‘S. But you must observe the distinction, which you will find between the bank- 
in"' business and nianufa<;turing businciss, bt^cause the bank is held out to the public 
asli res(K)nsiblo place. You go in and detxisit your money; you have got no interest 
cxivpt to draw it out. 

Would you think that in the ease of a very large corporation, whose stocks are 
listed on the stock exchanges for investnuuit by the general puhlh*, that fact that 
(hey are going to the general publii* for invcs(nicn( would put them in a somewhat 
similar (;aU‘gory?—A. No, 1 do not think so, because no man need buy stock if be 


doesn’t want to. 

(,i. Need hedei>osithismoney inthebarik?—A. Ycs,heluistodoi(;prtidencewould 
<lir(ate to iiini to do it; bec^airse it would not Ik* pnident for him to carry around his 

.. The first thing he thinks of is to go aixl deposit it. But people who have 

monev enough to invest in securities on exchange can go and see the annual reports, 
for I t hink there is enough information (here. 


POWER OP OREAT COMBINATIONS TO RAISE PHICE.S—NATURAL LAWS. 


There has been some testimony here to (he effect tb.at some of these larger 
cori-oralions, )»y mere virtue of tludr size and the extent of tlieir capital, have enough 
iiioiiopolistic [)OVVer to keen the prices of their ])ro<hicts above ordinary comiietitive 
pricoH. WoiiM you consid(‘r that the puldic had an interest in that which might 
justify legislation, provided anywise legislation couM lx* foiiixl?—A. I shouhl sup- 
ptise fiiat if you (toiild find that the oi>(*rations of a corpomtion were alisolutely delri- 
iiirutal to the public, that theopenations were so conducted that people vvere irijure<l, 
and that they liad no legal reme<ly, you might take a st(*p in that tlin'ction, l)iit it is 
hazardous, because, as 1 say, y<m can leave these things to the operation of natural 
laws, which would overtake them. 

(h It has ]x>en aHserte<l tliat those large corporations do a.s a matter of fact keep 
l.ii.vH somewhat above competitive rates, ft is stalcxl fiirtlu'r that if their business 
wvK! made somewhat more publiir than it now is, that publicity wouhl be nierely 
aiding natural laws by encouraging competition. What would you say to that?—A. 

1 think yon can find jieople here that ari^ Ixdter Ti‘dilic<l to give you an answer. Yon 
takosoiiK^ merchant in that business and he will give you an answer; some mami- 
lariiirer; sonu* man who knows his business. My answi’rs are m^eessarily hypotheti- 
l al. 1 would not Ixi sure. I want to give you, if T can, views that will really aid 
yi'M. I do not think that would. I wouhl not ask you to pass any measure on any 
"I'iihmn of my own. 

(•i. You lay down the general pniixisition that there ought not to la* l<*gislation 
a"ain.*^tnatnmllaws?—A. Yes. 

You would, however, asH(*nt to tin"! as.s<'rtion that if the natural laws seem to lx* 
liainpi'red by the action of aggregated (^aiiital, any h*gislation that wiuild tmid to lea<l 
ha' k toward natural Jaws and aid natural laws would lx* u.sc‘fiil and wise?—A. I think 
that is so. 

Do yon consider that the principle of competition is a natural law or trade? A. 
rimt is a speculative proposition. You know that Ix'tti'r than 1 do. 1 will take your 
Jiiiswer on tliat. 

'2- I had understood you to attempt to lay down f“r us some of tlicsi* natural laws, 
Rudsolam asking you for natural laws.—A. N<s I was siinjily saying (hat there 
w( n* (-(‘rtain fards, natural facta. I tried to keep away from your tem])tation lK‘<*ause 
1 knew I should get caught. 

Mr. Jenks. Possibly 1 might venture to say that a.s far as my information goes 
'""st economists object to the expression “ natural law,” and d<*ny that there is any 
^ii‘ h thing as “natural law;” and I was struck by your u.se of tlu* phrase. 

'i'he Witness. 1 do not believe I could give you any more light than 1 have given 
idrcaily. 
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OVERCAPITALIZATION—POWER TO RAISE PRICES (rESUMER) , 

Q. 1 nmlcrstood yon to say a moment ago that you believed there was a great evil 
growing from overcapitalization? ’—A. No. 

Q. In some of those more sj>ecnlative enterprises?—A. No. 

cj. Did 1 niisunderstand you?—A. Yes; you misunderstood that argument. 1 <|i,i 
not mean to say that. Do you mean in resjxmse to a (question? 

Q. It wa.M in re^iponsti to a question of my own.—A. Oh, in response to a question 
of your own? 

Q. Yes.—A. Yes; the evil of overcapitalization will result in adversity to the cor¬ 
poration, I think. 

Q. Mav f ask just what you mean by overcapitalization? That is the reason J 
puggestect it.—A. I menu capitalization based upon wa^er. For instance, how w’onld 
you mise money to-day? Now, assuming that you had a magniti(‘ent manufactiiririi; 
property, a number of plants, and they earned 10 p(*r cent on a eapitalization/,[ 
$50,000,000; that would be $5,000,0(X) you could show they earned. You go to Wall 
stre(‘t, and you say, “I want to put up tliese plants; I want $r)0,000,(X)0.” The Wall 
street man wouhl say this: “I will give you that money if you give me, witheacli liH) 
shar(»8 of preferred, 100 shares of eomnion jis a bonus.” Idle 100 sharea of conunou 
stock which you would give as a bonus w'ould he water; but it is necessary to civati! 
water to get money, and wherever yon see Ixinnses given, or common stock, for the 
subscription of preferred stock at par, youmaymakeupyonrmimlthattherenuisthe 
a !)onns. Tlu^ bomus is j)re(licate<l upon what will be the results of the combination. 
For instance, a man says, “ I am making $5,000,(XX), I am making 10 p(;r cent, but if 
T combine, the effect of the combination will enable me to make lOjtXlOjtXX) more.” 
The great secret of all manufacturing combinations is the economies they effect. 

(y In your judgment is it trui*—it is often iUMserh*<l—that in addition to th(‘ saviiiu: 
that comes from the economies there is al.^io an additional source of jirofit in their 
a<lde<l power over priees—the jxiwer to raise: [irices?—A. Well, T think tlio very niin- 
uie they go to raising their prices tliey invite competition. You have that assurais'c. 
If yon will look at it an<l stinly it you will find that is the case. 

Q. T1h‘ sugar combination has been at work 12 years and more. Do you know 
during how many of those years there has lx‘en active competition?—A. I think 
within the last 4 or 5 years there has been active competition of some kind. There 
have Ix^en two or three competitors. That is a matter of public history, tlioiigh, juhI 
easily gotten at. 

Q. Th(f reason I asked the question i.s this: Yon spoke as if yon thought this com¬ 
petition would come in so rea<lily and so promptly that the pt'ople would not he 
likely to be injured. If we can judge from the testimony given here, during some- 
tiling like 3 or 4 yeans out of 12 there has been activ(r coiniK'tition, hut mort^than half 
of the time the competition has been very slight. 1 use tliis illustration because yon 
have used it.—A. Yes. 

(i. In the light of these facts, do yon think wo could rely upon competition ahaic 
as a siiifici(‘nt regulative for t^ro high prices?—A, T think that with {•oT)Hervativ<“ 
management, with the fact before every man that if he put priees up lie wout'l 
invite it, that would he sullicient to control the management. 

PATENT MONOPOLIES. 

Q. You have spoken also of the fact that there is a monopoly wherever a pah rit 
has lK*en is.sued, and as if in a goo<l many cas(*s that monopoly miglit demand very 
high priees. Would yriu suggtist any amendment U) thi^ jiatent laws to prcvciij 
that kind of moiio]K>ly ?—A. No, I woukl not; because I do not see the valmv I 
know this, that the pour, unfortunate man who invents a patent rarely reai)s the 
iHUicfit of it. 

Should you be incline<l to think, then, that a law which should not permit any 
monopoly in a patented articU*, but should give to the patenteti simply a royalty '>n 
every artir'le niamifactured umler that patent, no matter by whom, would he w)>'c or 
proper?—A. No; I do not. I do not see any reason why you should takc^ away th'‘ 
incentive which the patent law gives by dividing the amount which the man is U* 
receive by placing before him that royalty. My idea is never to tear down an <'14 
house unless you feel pretty sure that yon are going to put up a better one. 

Q. Do I understand you to say that it is ordinarily true that the man who 
an article does not himself reap the reward?—A. Sometimes, I think. My c^)”‘ 
ence has been that before the patent has become developed the prolits liave oi»‘*I 
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peared. All the large machines that have taken so long to develop. A man gets a 
patent, you know; the macdiine ia really for th(‘ lirat time given birth; they )»egin 
to mount it. Iwgin to get it in practical working order, and by tlie tifue the thing 
runs, well, he <liHappearH. You (*ould have bought th(‘ old Ikh telephone, if you luul 
i)een in the mark(it, for $10,0(M) or $15,000, right in the city of Washington here, a 
mimber of years ago. 

Q. Those who twlvocate the measure T suggested are of the opinion that a certain 
royalty to the person that takes out the patent, which must he ])aid by anvoiu', no 
matter who the manufacturer i.s, wouhl be likely in the long rnn to give farger returnH 
to the man who took the patent out than this present system.—A. 1 never heard 
that before; my present opinion is that it is hesi to leave it alone. 

TTTK INTEHKST OK THE I,,\J«)inN<; MEN. 

Q. If the evi<lencc should show that these larger corporations had much great<*r 
power over their workingmen tluin the smaller corporations or individuals luul, do 
you think that fact would justify any special legislation in the int(*rcst of the work¬ 
ingman, to protect him aa against corpomtions?—-A. I think if llu^ workingmen con¬ 
vince you that they are suffering tluy will get the law ciiangcHl; but I do not know 
cnongfi about it. My opinion is hardly wortli anything on that. 

(h Th(‘matter would bo Hnmnie<l up, llu*n, as I understand yon, substantially in 
this way: That the burden of proof rests upon the man wlio asks a change jn*tbo 
law?—A. Yes. 

(h But that if he can show a fairly clear case in favor of any modification of a cmi- 
s(‘rvative nature it would be sutiu-imit justification of the change?—A. 1 ))eliev(; tluit 
wi'uM he so. 

Q- (By Mr. PiTTTjars.) Would not tin' large aggregations of capital —say of 
$L^‘^,IXM),000, $r>0,CHK),000, and $100,(X)(),000 -tend to make a cai)ilalisti<' class? Would 
they not, in fact, d(‘8lroy Individualism a very gnat d<*al so far as labor is con¬ 
cerned?—A. That is a question that I say is not developed sutliciently for us to form 
a judgment about. I can not say—l liont'stly can not say. 

(^.. Do you think that the o))portunity f)f the laboring cljiss to accumulate wealth 
would Ik* as great under this system as it would he under one (d sina]l(*r ca])ilaliza- 
llon, such as we used to have?—A. I think if you cousult the savings hanks and life- 
insurance companies yon will find that tlie laboring men to-day have tin* controlling 
wealth in this country—you will find that they hold it.' 

NATURAL RIGHTS OK ARTIKICIAL KERSONS —RUUITS OK THE STATE. 

Q. 'JW Mr. f^TiMSoN.) I want to ask a few qiu*stions, not l)y way of criticism or 
necessarily of disagreement, hut h(*canse your answei*s have lK*en very suggestive to 
me, and 1 want to follow out one or two ]>oints a litthi further. It is mainly in the. 
iiilerest of your fundamental pHncijile, whieh I jigree with, that the burden of proof 
is always upon the a«lvoeaUM>f lawmaking—that all law is nee(*ssarily, at least, in 
partial restraint upon individual liberty. I want to call your attention in tlie first 
instance to this, whicli sei'ins to me to ho a fact, that the corporation, whi(di, as yon 
s:iv, wc arc now discussing—because tlu^ technical trust is extinct; and we are con¬ 
sidering large cor}>orationH—-that the corporation itself is the creature (»f law; it is 
not a natnml thing; it is not tin* re.snlt (d natural law, ami it rests entindy on the 
stalute law. And ius you said, a (Corporation is an artificial person, to which I cor- 
ilially agiKHc; I add that an artificial person lias no natural rights, and th(“refore it seems 
to me llmt that part(d your argument wliich says thattluc largic tru.sts, these corjnmi- 
tioMs, liave a kind id natural right not to be interfered with like that which an indi¬ 
vidual luiH, is not quite correct at the start; lM*cause a cor})orali(»n itself is urtilicially 
layaU'd, and the same ]K)wer which cr(‘ates tlu^ corporation, which gives it Udiig 
with all its powers, has the right to destroy it. Tliicrefore, tliere are H or 4 (pies- 
lions I want to ask. I want to hear in mind, if you agree with me, that we start 
witli the position as to these great corporations being creatnnw of the State; tliat tiue 
‘ late can not j-ecall their being, jmssibly, )>nt can ri‘gulHte them even to destniction 
Jl it cI)iM.)Hes? — A. That is absolute; they differ from [M.crsons. That is, a fatlncr would 
have no right to kill his child. He had at one iK'riod in Roman history. He ouglit 
t<» have the right now in some cam's, when he is worthless. 

9 . Now, you s{x>ak of threic great ailvanhiges that corporations have as distin¬ 
guished even from partnersliips, and still more that they have iiver individuals; 
three greater facilitii's for doing husimess. T will mention only oiu*; that is what we 
vail perpetual succession—a l>etter word would he immortality. A corporation is, or 
may lx*, an immortal being, which is certainly an extraordinary thing. Now, I want 
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to a.sk you whether you thought it was quite true, therefore, that the corporation had 
no advantages in aggregation of wealth or capital that an individual has not? Take 
for instance, this particular one; all individuals are mortal. When they die their 
a.ss(“ts are divided up. They ptuss to their executors. They depend upon new hands 
to manage. But a corporation is really an immortal being. That does give them 
some advantage over tne individual, does it not?—A. In that sense it undoubtedly 
does; that is <mo of the main purposes of the ag:gregation. Yes, you are right. 

(.). Th(‘n, I iimlerstand that you do not disagree with those who hold that in view 
f)f these things, the immortality, the freedom from individual liability, in view of tln> 
fact that theState has created this extraordinary power, you don’t look askance upon 
the State’s mvepting the responsibility of regulating and controlling that extraordi¬ 
nary tiling which it hjis so created and clothed with these extraordinary powers?— 
A. No; on the coutmry, T think the State should hold its grip on corporations, just 
as it does. I would not relax the grip in any way. 

SPKCIAL TAXATION OK I.AROE (’OKPORATIONS. 

Q. I want to l>e quite clear on the i>oint of aggregated capital. You sahi the later 
tmahmey has undoubk‘<lly been in the direction of allowing almost unreatrickMl capi¬ 
tal to coriKirations. The older laws, as we have them, favored the limitation of tli(* 
amount of capital hHowhhI. The later laws usually have no such limitation. Yon 
approve (if this?—A. I think as long as they are continued in the present form; yes. 

Q. Now, some people have suggested tome that the a^lvantages which accnie to 
companies from very large aggregations of capital—which is one of the points of your 
argument—that tliis is a special advantage in these large aggregations; and in view 
of the gift of these extraordinary jxiwers, the immortality of cxistem^e and the fnsv 
<U>m from liability, w'hu'h the State has given tliem, that corporations might well hc! 
taxeil on their capital in a greater pro rata proportion than tne ordinary m<lividua!. 
Su]){>ose 100 individuals, with |1,000,000 each, w'ent into business and (‘ould earn TiO 
millions a year, and suppose one corporation with 100 millions of capital, ad<liiig (o 
its prolU the advantages w'hich you liave pointed out and which arise from that very 
aggr(‘gation, is able, to jiroduco 75 millions a year, or 50 ])er cent more than the in<ll- 
viduals. People 1 have talked witli have advised that the State should put hoiim'- 
thing like a gnuluated tax on that very large capitali7ation; basing its propriety on 
the ground that tliere <loes arise increased productiveness from the aggregation of 
ca]>ital alone.—If I were ambitious I would Ix'gin the study of the question of 
taxation. Tt is the one (jueslion alKMit which there is a great deficiency of real learn¬ 
ing. The queHtion of corporate taxation is one of the most involved, and one of tln^ 
most <lcli(‘ate, and yet it is one which ought to be studied. Now, I would encourage 
that in a refonn. You there run across a few of these points. You take a corpora¬ 
tion like the Pennsylvania Railroad; when you tax the Pennsylvania Railroa^l you 
are taxing thousamfs and thousands of peopfe. You sec the Pennsylvania is a jH>lit- 
ical entity. Tt has those corjiorate rights w^hich make it an entity. And it ought lo 
l>e tax<.*<l in the same proportion iw taxes are levie<i <‘ni anybody else. Hut the difli- 
culty w ith that is that we have the (^institution of the United States, w’hich requiirw 
uniformity, and you have to run across the question how' far you are to tax individiialrf 
who own the stock of the corporation. 

Q. It does not re(|uire unifonnity in the case of an exi'Ise tax?—A. An excise tax? 

(J, That would be an excise tax, would it not, a tax on the capital of llic 
coryioration?—A. No. I do not think that would be covert>d by an excise tax. 

(J. 1 have lieanl it argued that it would be an excise tax.— A. No; we have never 
regarded it so. We got our principles of corporate law on the question of excise I’min 
Rngland, and that appertained to different things altogether. 

(i. The charging of the lic^ense fee, for instance, on tlie formation of corporations 
in the first instance; that is virtually rcgarde<l as an excise tax, is it not, and nol a 
tax upon projierty?—A. Oh, in that sense, yes; it was originally; yes, you art; rigid 
ther<‘. 

Ch Now, those individuals of the Pennsylvania Railroad are individuals, I agrc»* 
with yon; but sunpose they are enabled by that aggregation or entity, known as the 
Pennsylvania Itailroad Company, to earn more proportionately than they coiilil 
indivifluals, ought tliey not to be taxed on those increased earnings?—A. Well, if 
you can show that; you will have some difficulty in proving it, I should imagine. 

PROPRIETY OF STATE REGULATIONS. 

Q. The next is a little out of the order of your remarks; but Burke himself, in y^'* 
quotation, says: “It is one of the finest prolilcms of legislation, and what has often 
engaged my thoughts whilst I followed that profession, ‘ what the State ought to Ukc 
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upon itself to direct by the public wisdom, and what it ought U) leav^*, with lus little 
interference as possible, to individual discretion.’ Nothing, (‘ertainly, can h(‘ laid 
down on the subject that will not admit of exceptions, many perninru‘nt, hodjo ocra- 
sional. But the clearest line of distinction which J could draw, whilst I had iny 
chalk to draw any line, was this: that the State ought to contlnc itself to what regards 
tluuState, or the creatures of the StaU*, naiiiely, the exterior estahlishinent <d* its 
religion, its magistracy, its revenue.” Now, if we hwy u lai’ge tax on corporations 
in one fonn or another, either property or ex(*isc tax, is not the State* entitled, and 
ought it not, to inquire prt*tty eVjsely into their affairs, ev<*n to the j>oint of pnlilicity, 
in order to see that the tax is fairly levied? Is not tliat a retison fi>r the StaU*)s 
eX 5 U‘ting publicity?—A. Why, they do that now. 

Q. They do that now?—A. They elo that now in all State's. You can not csca))e 
Jhe tax collector. In a corporation lie luus the^ right to ope*n your liooks, and lu'le'vics 
a tax and you ar<^ compelled to j>ay; there is no way of eseaiiing him. 

(^. Well, 1 should fancy it is not (|nite as burdensome in all Stales as it is in some*. 

\ do not suppose any uniform law ean yet be^ re*coniincnded hv (’(Uigre*ss or by this 
coinmi.ssion that would establish any new jirinciples, hut rather one to l)riiig all 
Stale's up to the highest standard?—A. Yes. 

(h And then Burke also says in that quotation: “Its military force* by se‘a and 
lanel; the corporations that owe their existence toitslial; iti a wonl, to everything 
that is truly and properly public, to the public pe*ace, to (he public safely, to tlu^ 
puhlie' oreler, to the public prosperity.” Jt is tJie* very ]Munt I would make*. Corifora- 
tiuus are a fair subject for the State to meeldle with.—A. Undoubtedly.. 

PAliTIAI. IIESTUAINT OP TRADU IS Ae^AINST THE COMMOM [-AW. 

th You then mention at another peiint—I want to go into the* law of re'stniint of 
trade*. What you sjiid, if I am right, was that there* is no such thing as monopoly 
now in the world in a strictly common-law sense, and then you siiiii that even in a 
l-rai'lical sense there is no numopedy. There are some, however, that are in ine-oni- 
ple'te restraint of trade. Thei courts <io not only cemcern themselves with a coni- 
pU'tc re'straint of trade; and this is the thing F want to ask, if the eoinmon law ditl 
not ])ut down combinations that were only partially in restraint of lrad<?.—A. Yes; 
on tin* ground of public policy. In the Addyston Case, which has just been dccidc<l, 
the acts would have been held illegal under (lu* comnum law, an<l jt<lid n<it need 
lliat statute at all. Anyliody interesU'd in the Addyston Case conl«i see that, because 
that was the most absurd—I may wiy to the gentleman who drew tlie agreement that 
it was a tiagnint violation of public polic-y—1 hat agriicment 

t^ That cast} was exactly what 1 na<l m mind. I had it noted down hei'e. Now, 
in lM)tli the common law and by our Sn[)reme Court, recently, the prim*i])le has hei'ii 
rcalliniKMl that a combination which is only partially in restraint of tra<le is never¬ 
theless obnoxious to the common law?—A. Yes. 

th But that being so, it is urged by the ojqjoncnts of trusts, if it is true that there 
is a priictieal— I do not say coinpleh} monopoly, hut a practical partial in<mop<dy, 
practical partial restraint of trade, resulting from some of thes(* large <‘omhinations. 
It is nut only the duty of the legislatures to pass laws to pix'vent it, hut is it md 
jdicady the right of the couils to apply these principles as of common law?—A. Well, 
(lu'y <lo. 

th Exactly; they do that. You did not say, 1 Ix'lieve, that there was not one of 
thcK(* large combinations now in exisUuice winch did secure evi'ii a partial restraint 
“f trmle?—A. I do not think they do; they are in (‘orponite form now. 

Q. (By Mr. Jenk.s.) 1 umlerHto(Ml you to say in regard to the decisions that ha<I 
hc(*n against thes(} coinhinations that they weri} all umh'r the common law?—A. A^es. 

Q. This Addyston pipe case, 1 believe, was under the yiieniian antitrust act 
ttrhnically?-—A. Yi^a. 

Q. The <‘ase in Ohio against the Standard Oil Company, the case in Illinois against 
th(* whisky company, and the late case against the (ilucost* Sugar Kelining Company 
were all under statutes, were they'not?—A. Some of those were. 1 can nut answer 
lhat; I looked them over, but it has esoa{X‘d my mind. 

Q. Your opinion was that the cominori law was sutiicient in any rase?—A. A’cs, 
where there is no actual corporation; I think the (x)mmon law' is perfect. 

0. That is the point, as to whether the common law was perfectly siitlii^ient eviai 
tliough the decision may have been under statutes in these States. 

CX)NSTITlITIONAL 1‘OW'KRM OK tX)N(5HKSS. 

Q- (By Mr. Stimson.) I would like to take Uj» there several questi<uiH on the Sher 
man Act. I noted down what you sai<l of the Sliermau Act, (hat it “makes illegal all 
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acts in restraint of trade.’” Those are your words; and then yon asked how would 
the opponents of trusts propose to amend it.—A. Yes. 

Q. Youdi<lnotaddtlieword8, however, which madeillepal “ all actions in restraint 
of tnule between the several States.” Those words you left out.—A. Not intention¬ 
ally. Of course there can not he any legislation unless they were there. 

Q. Now, I suppose that if you say that the Sherman Act has not been effectual, has 
not, in fact, gone Ix'yond the common law, and ask how it can l>e amended to ilo 
more than that, to bring about increased effect, to become a drastic act instead of a 
very mihl one, the extremists would say. Why, you could very easily leave out tln>s(* 
words “betwerm the States,” leave out the interstate part of the Sherman Act, and 
let it read siulplyas you did read it, so as to mak<! illegal all acts in restraint of trade. 
What would you a.sk the gentlennui of tint <’ommission to say if anyone came here 
pro]>osing that amendment?—A. I would say unconstitutional, exactly. Will yon 
let mo interpolate tliere something I omitted, and right on that line? If you wish to 
limit or nullify the, ixrwer of corporations, it is very easy to do it. If you take away 
from them peqrctual sin-cession, if you take away from them the nonliability, if yon 
comixil them to be partnci-s, in other words, you can accomplish the busineas. There 
is no ditliculty in destroying. You can cut their heads off with a single blow; but I 
liave not semi tlic man who is brave enough to advocate that ste]) yet. 

(J. I am afraid you will say that I have no right to ask you (ommdrums, which I 
very much need iin answer to. I want to close by asking two or three questions 
which arise mnlcr the Sherman Act, to see how they strike your mind.—A. All right. 

Q. I should like to ask whether you think that a single interstate contnn-t made 
by parties within two States, parties of different States, comes under the constitn- 
tional ]irovi.sion of the intorstate-comuierce clause. You know what I mean by that, 
of course?—A.Yes. 

tb Can not Congress legislate upon a lanitract Iiecause it is a contract mivie between 
a man in Massaebusetts and a man in New York ? Does the interstate act chause go a.s 
far as that ?—.\. It has no lamnection with such a contract as that. 

Q. Can you as to individual [lersons?—A. No. 

Q. Nott'i take it as to corporations in diffcrmit States, which of course may he 
excluded arbitrarily from iloing business in any one State. Coriiorations from anot her 
State may be excluded arbitrarily. Now, <locs that make any difference in tin- law ? 
Is it any more possible under the Constitution than it was in the case of two in.li- 
viduals?—A. No. TheSupreme Court of the United States, the Federal courts, held 
that as to corporations.. You will find all these decisions. 

(i. Have they not done it under the fourteenth amendment?— A. Yea. 

(J. Have they done it under the clau.se which says that the citizens of each Slate 
shall be entitled to all the jirivilegcs of the citizens of the other State?—A. No; 1 
do not rm-all that it has been done uniler that si-cfion. No; I do not recall any 
decisions under that section. 

<i. 1 have tried very hard to find that.—A. No; I do not recall it. If you wish, 
here is a little brochure 1 have on the commercial branch of it, and I do not think 
anything of that kind is here. 

Q. It has Ix-en proiKised, I know, to the commission, or to members of it, that the 
Federal (iovernment might create corporations, trading corporations, manufactni'ing 
corporations, primarily on tlie ground thirt they were sup])oscd hi do either entirely 
or in part interstate liusi ness. Do yon know that such a law would be constitut ional .’ - 
A. No, sir; I thought that the Goveniment went as far .os it could when it ini-orpn- 
rated the Nicaragua Canal. I was in ICurope at the time, and I was retained tor Ihe 
interests. Associate counsel acting w ith me went before I’rcsident Cleveland lui'l 
made an argument in opposition to that on the ground that it was not within the 
power of Congress to make it; but Mr. Cleveland signed the bill. It is a very g""'l 
measure, but the Constitution is strained sometimes to supisirt those things. Ihc 
Nicaragua Canal measure is perhaps the limit it could go to. 

Q. Do you think that if there is a doubt almut the constitutionality of a bill a cdiii- 
mission like this, which approved it otherwise, ought to consider the doubt at om-c 
liefore considering the measure?—A. Yes, absolutely. 

‘‘ COIU>OHATION Si'OCK TKL'STH.” 

Q. There is another kind of trust that is rather rare, but is very strong when d 
happens, anil that is what for the sake of a better word I wiil call the coriionitc (rn--^ 
or the conxiration stock trust. Siijijkisc three or four large holders got together mi' 
induced the holders of half the stock in a corporation, plus one share, to put' 
slight majority of that stock of this railroad, we may say, in a trust with three a 
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teos. Then these three trustees issued trust certificates representing only the bene¬ 
ficiary right of income of that stock and no right of control of the management 
until the trust is terminated, which may l)e 6 years or which may be perpetual' 
Those trust certificates, which have no power of control, are passed from one hand (o 
another, and are rerarded by the general public very much as if they were stock in 
the corporation. Then go a step farther. Suppose you have the Maryland Railroad, 
which IS a real railroml, and von get up the Maryland Company and you put into the 
treasury of that company halt the shares of the Maryland Railroa<l, and the control 
goes to the directors of the Maryland Company. It is not a railroad, but a comiiany 
and of course controls the Maryland Railroad. Then yon go a step further and you 
])nt half the shares of the Maryland Company again into the trustof thre<! individual 
trustees. Those three individual tnistees have half of that, pins one share. Will they 
not control the real property wliich represents the value, that is, actually, the Mary¬ 
land Railroiul?—A. Yes ; that has been done in two instances reiamtly, one of whiidi 
is fast going out and the other is just being considered. I know of two corporations 
and I think it a very good thing, for the reason that it makes the management per¬ 
manent and leads them to have a permanent jiolicy. 

Q. But that is a question of merely 2 and 2 make 4; and they could go oii and 
make new companies after new companies, just like Chinese boxes, one inside of 
lh(^ other, until you got at first one-half, then one-fonrth, one-eighth, one-sixUienth, 
finally one thirty-second of the stock of the real corporation to control it. That 
could be done?—A. Yes; and if the stockholders show as little interest in ]>roi.ierties 
as they do now, it will continue to be done, and if you go to a stockholders’ meetim' 
you will find that it is so. ” 

Q. You do not think there is any reason tor any law attempting to regulate it?— 
A. On the contrary, itis very Imneficial to hav(! permanent uniform management. 

(j. For instance, it is possible, of course, to jiass a statute that you can not give 
irrevocable proxies—that is, you can not aejiarate the voting iiowerof stock from the 
real ownership.—-A. That exists already intsome States. 

(j. That does in the simple case of proxies; and so that rule in regard to the 
transfer of stock under trust. You would not be in favor of any such restriction?— 
,1. I would not. 


KUKKIJIT in.Sl'RIMlNATIO.N'S — POOLING IS TniJ Itn.UKDY. 

Q. (By Mr. Kknnkov'.) Many w'itnc.sses who have come before this commission 
have spoken about freight discrimination. Itailroad iiresidentshaveadmittedtheevil. 
Some of the witnesses claim that these trusts havi^ been built up through the benefits 
they receive from these railroads in the way of rebates, freigid. ihscriminations, etiL I 
should like to hear from you as to a legal remedy?—A. I think so far as discrimina¬ 
tion is (mncerneil it ought to be abolished, and I think if you will grant to these 
railroinls what they want—the right to pool—and give them the right to oiieratt^ their 
roads in a reasonable way, that those things will ilisapiiear. That seems to me to be 
a piactical way of remtxlying that evil, and I believe railroad men are in favor of that 
view. 

tj. You concur with the railroad people, then?—A. Yes. 

Q. (By Mr. A. L. ITaruls.) Under what restrictions would you grant that jirivi- 
lege?—A. Well, 1 have not thought exiudly about that. 1 should have to study that 
over. It detieuds on the form of the contract largely. 

AUUYSTON lUPK C.VSK. 

(j. (By Mr. Clarkk.) In your opinion has the ilei'ision of the Supreme Court in the 
Addyston ])i()e (xise turned upon the illegality of corporation partnersnijis, or aggre¬ 
gations ()f capital, or does it turn upon the abuses of the powers of that partiiuilar 
corporation?—A. It wa.s not a corporation. It turns upon an agreement; that was 
lln^ question there. If you will read the decision—I have not Inul time to reail it 
entirely; 1 have it in my hands—yqji will find that Ihe decision of the court rests 
upon the construction of that agreement. There wa.s no partnemhip; simply an 
agrwment to share business in certain territories, and do it in a way offensive to the 
conmion law. That I understand to Ini the agreement. 

th Well then, m your opinion, the decision is against their undertaking to do 
which were unlawful at common law?—A. Yes. 

ti. Rather than upon the fact that they combined?—A. Yes; and under the fact 
that they combined to do it, because the court held it was clearly within the Sherman 
^ Ptttceeding instituted by the United States umier the Sherman Act. 

'h You see nothing unlawful in comliining to do a legitimate business?—A. No, I 
do not. I do not distinguish iKitween combining to do business and capitalizing 
tneinselves and combining into one coriioralion. It would bo a question of form. 
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EXISTING LAW OIVBS REMEDIES ENOUGH FOB SPECULATIVE PROMOTING. 

Q. (By Mr. Farquhar.) Do you believe tliat there in au industrial stock on the 
New York Stock Exchange that does not carry water with it to-day?—A. Well, I do 
not know; I suppose some do. ’ 

Q. What do you think of a corporation with 100 millions of capital that gave away 
10 millions to the promoter, and in making the corporation took 15 to 17 comwrris 
that hiu.1 not paid 2 per cent before they were taken i(i (that was the statement of 
the prosixictus, suppose<l to bo truthful, before that promotion was marie)—<io y<,u 
think anybody would invest in it?—A. That is a hypothetical question; I could not 
tell; I do not think I should myself. 

Q. Do you think it is possible, in a i)raetical business view, that any aggregation 
of cajiilal of 100 millions could afford to pay 10 millions for simply getting together 
15 or 25 concerns, when none of them was paying befom they went m?—A. I think 
the economies and benefits of combination would have to be very great to justify it, 

Q. And the pro tits?—A. Anil the. jn'otits. 

Q. Who is going to j>ay for this 10 millions in the long run? The poor, innocent 
l>erson that buys this stock, by the wiping out of all common .stock at last?—A. It 
depends uiion Its history, as 1 say. If it is not capitalized on a nitional busincHs 
basis, it is liound to go. 

Q. Do you think there is any remedy in common law for atmaes of the public in 
this way or stock gambling of this character?—A. Certainly, there are remedies at 
common law and statute law. If the public is deceived in any form, it has a remedy 
criminally and civilly, as 1 have explaineil; a perfect remedy. 

Q. Yon do not believe that there is a necessity of strict pinilicity secured either by 
the State or by the nation, to save the public harmle.ss from these stock gamblers?-- 
A. X do not think that the nation is charged with the care of its citizens in respeci 
to contracts which they make. 

(J. Unless it is a creature of the nation itself by incoriioration. You have nien- 
tiomsl one a moment or two ago.—A. Yes. 

Q. The nation I mean; the nation did not take great care of that child.— A. Butifyoii 
follow out the suggestion of Professor ,lenks and have an auditor appointed and have 
a pros]»ectns bioied on the English form, stating how much is iiaid and all theilidail.s 
wliich are put into an English prospectus, you would have provideil as amiile renie- 
dtesas you could.' 

Q. Is not every single aggregation of ca|iital you are speaking of now, whether m 
not incorjsirated by the United States, a movement toward control, lowaril a monci|i- 
oly?— A. I do not know; it would be a great assumption on my jiart to say that. 

Q. How near does it approimh that delinition?—A. Ido not know. They iimv 
have inonoiiolistic purposes in view, but they can not l)e tarried out unless j o'ii gi\e 
them special privileges. 

Q. If the promoter gets $1,000,000 or $5,000,(X)0, that money must lx*, nuule soini^- 
where; that stock is carrieci in men's jiockets, [mt on the stock market, or, as (lie 
expression is, shunted on to friends or relatives. Is it bad for the whole people tliat 
we do not have regulative laws to take in hand that class of gambling? \V cnilil it net 
lx; remiss on our part not to explore that and apply the remedies for that? .\. I 
think you have all the remedies you ctin [lossibly want to correct the evils of false 
repro.sontation, the evils of misrepresentation or misstatement; they are ample to |iro- 
tect the public, bei-aiLse if you are going te undertake to supply them with brains- 

Q. (Interrupting.) We ilo not want to imdertake that.—A. And guarantee tliat 
all the citizens shail lx; protected if they go into investments, why, that is another 
question. 

Q. (By Mr. Jexks.) You have spoken of misrepre.sentation; do you w'ant to add 
the word “ nonrepresentation ? ”—A. Nonrejiresentation, yea; the siqifiressio veri and 
the suggestio falsi, Ixith. The suggestion of falsehood and the suppression of triitii 
are equally reprehensible in morals and in law. 

Q. (By Mr. EAKqt ii.vR.) For instance, a great iron co^iration makes a coinhina- 
tion with trans|Hirtation corjxirations and witlf iron miners, and ultimately cinncs 
intoownorship of the mines. You wouldcallthosoactionsmonopolistic?—A. Well'. 

Q. Or are they what you call fair conqietitive business'?—A. I <lo not know, it would 
de|x;nd; yon would have to give me the exact circumstances to justify an opinion. 

ti. Well, one company, the Federal Steel Company, owning lour of these great cor¬ 
porations of that kind?—A. Yes. 

Q. Owning from the point of production to the perfect oiitinit of the strui tinid 
steel?—A. It is indicative of having greater opportunities. 

Q. And owning the first ones?— A. Those are s|x;culativo, hypothetical (juesliotis- 
My opinion is not worth any more than that of anybody you <»n take on the street. 


> Sco pp. llCiO, 1167, where the suKKCstioii is made hy Mr. Doa Pasww. 
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Q. Blit in the evidence you gave tliis morning you aiivisod all (ho peoi.l,. to 
coininon law for a remedy. We find statute law in New Jersey and Delaware ami 
West Virginia and elsewhere that Congress will have to fake care of in the process i if 
time.—A. I do not think it will. I think those laws to which you refer simplv 
authorize all people to go there and become corporations; that is all 

Q. So that the remedy is that people ought to place the matter in a million hamis 
juid tnke the chances? A. Well, that is right. If you go in and there is any fraud 
you can arrest the people, and you can recover damages from them. 1 think 1 have 
exjilained that. The remedies are ample. 

Ci. You would not, then, state it as a broad proposition that the Sherman law that 
prevents the restrictions of trade, is a good lawf—A. If I haxl my own way I shoulil 
n<-ver have passed it, for various reasons. 

Q. Do you not think that under the two or three decisions that we have alreadv 
gotten under that law the public are letter educated iiii to what is in the law and 
what power the corporations may have than they ever were before?—A. No- 1 think 
not. 1 think that since the Sherman law there have been a great many corporations 
formed of the largest kind; Federal Steel, American Steel and Wire, all those corpora¬ 
tions were formed afterwards. It had no effect at all—a dead letter, like that .statute 
of (leorge 1 that I spoke of. 

tf. You state it, then, as a broad proposition that it does not matter how great the 
aggregation oi capital, there is no harm in it?—A. I do not. 

Q. Mow near do you come to that?—A. 1 can not tell except in the light, of iiartic- 
ular cireuinstanees. I think aggregated capital may be very dangerous—very dan- 
gcrons indeed. 

REI*ORTS MrUHT WELL HE PUHLIHITKI). 

Q. (By Mr. Smyth.) In your argument you suggested the publication of reports of 
corporations as one means of informing the imblic. How far would you have that 
piililication given—simply to the officers of the State, or to the newspamu-s?—A. There 
would not be any objection to baying it in the form of a reiiort published, as we had 
linin' in the annual rej)()rt8 of New York. 

Q. You mean published in the newspapers?—A. Published in the newspapers. 

(f. You would not 1 ki satisfied that it sim])ly lie filed in the oflice of the secretary of 
slate? A. 1 .should 1 ki satisfied. 1 say that if you tbought, after you bad refieiUed 
about it, that it was widl to publish it, I do not see how anybody could com[>laiii. 1 
think, as 1 explained liefore, that it is a rea.sonable rtspiest that nobody should deny 
who wants to do a legitimate business.' 

(Testimony clo.sed.) 

Whereujxin, at 4.50 p. im, the commission luljourmxl until to-morrow morning at 
lO.ttO o’clock. 


Wasiiinuton, D. (?., Jimimrii H , IH / IO . 

TESTIMONY OF MR. CHARLES CLAFLIN ALIEN. 

AUoryie.tj at hrw, Si. Louis, Mo. 

commission met at 11 a. m., Vice-Chairman Phillips presiding. Charles 
( latlm Allen, esii., was ijitroduced and, after lieing duly sworn, testified as follows: 
, Junks.) Will you give your full name and address, please?—A. Charles 

(Jatlm Allen, St. Louis, Mo. 

If. Please state your business.—A. I am a lawyer. 

(f v ’"' l"ive you been practicing law?—A. .Something over 22 years, 
t). You have, I understand, a statement and argument iirejiared to present before 
the couimission. You will make that, pleaae, in your ow n wav. 

. Mr. Chairman and gentlemen of the commission; I wi.sh to state 

that while in some re.spectB it would have Ikhui more agreeable to make my argument 
hi an exteinporancous form, as is my custom in making legal arguments, 1 felt that 
I le importance of this question necessitateti that I should endeavor to jiliue my 
i'i('a.s as far as possible in writing. I have therefore prejiared a written statement of 
which, with your permission, I will now present. 
vv hen the telegram from Mr. Sackett, the secretary tif your commission, was 
landed te me 3 weeks ago, and I read your invitation to make an argument concerning 
10 legal aspect of trirsts, my hesitation in accepting the honor thus eonferrtxl upon 
le was not influenced by any disinclination, except such as arose from my realization 
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of tho great importance of the question involvcil and the seeming impossibility of 
making ivlequato preparation within the time allowed me under the terms of my 
invitation. This statement is made, not by way of apology, which has been defined 
as only (igotism wrong side out, but that you may realize the difficulties connected 
with the prej)aration of an aigument uixm this subject and may make allowance 
for inaccuracies, esiiecially with reference to matters of fact, concerning which lack 
of time has prevented verification. Indeed, I approach this argument strictly from 
the standpoint of the lawyer, and, like the lawyer in the daily practice of his pro- 
fes-sion, 1 shall lie compelled to use for faida the testimony of other people. 

The whole scope of human law is summed up in the first definition of Justinian’s 
Institutes, which I shall give both in Latin anil in English, in order that it may liavc' 
the lieauty of the coloring derived from <‘ach of these languages: “Justitia est 
constans et per])etua voluntas jus suum euiipie tribuendi;” “Justice is a constant 
and iierpetual wish of remlering to each man his due.” It is because men so often 
fail to ajipreeiate this definition of justice, and because they hold to the cold letter 
of the law as it is written, that so many illustrations are found of injustiee. Times 
and conditions change, and human agencies vary to meet the necessities of human 
wants; but the jirinciples of truth and justice are eternal. And so the definition 
of justice made by the learned lawyers of .rustinian 1,501) years ago is like a lamp 
which, though old in form, shells an effulgent light to all within the reach of il.s 
rays. It is in that spirit that I ask your leave to place the lamp before us, so that 
its light may shine upon all our thoughts and words in the consideration of this 
grave subject. 

1 have seen a cojiy of an argument made before the commission December 12,1800, 
by Mr. John R. Dos Passes, of New York. If I were to attenqit merely to reply to the 
argument of Mr. Dos Passes, 1 should find considerable difficulty—first, Irecause Mr. 
Dos Passes sriys many things with which, as he says them, 1 entirely agree; second, 
because in his statement of the propositions against which he intends to argue lie 
defines an i.s.sue as that of his o[)ponents for which I do not conhsnd, and for which, 
as I believe, very few peoiile do contend; third, becau.so from my point of view Mr. 
Dos Passes, in stating his issue, has omitted or evaded the essence of the whole 
question. 

I can not agree with the first statement of Mr. DosPassoa, to the effect that the word 
“tru.sts,” so frequently used in this country, “has become a synonym for aggregated 
capital—has become a jihrase representing all the forms of combined capital.” ‘ His 
reierence of the name “ trust” to the definition, “an equitable interest which a man 
ha.s in personal or real property,” also seems narrow. That the history of trusts 
in equity juri.sprudence sliows that the law upon this subject arose out of tlie eva.sioii 
of some of the principles of feudal law is not without force. But it is a significant 
fact that the law of trinsts had its inception in tho pro])ensity of large corporations tn 
alfsorb and hold jjerpetually all of the best nrojierly of the realm of England. 

Black.stone thus describes the history of that legisl.ation (2 Comm, star p. 2fi8): 

“Alienation in mortmain—in mortua manu—is an alienation of lands or tenements 
to any corixiration, sole or aggregate, ecclesiastical or temporal. But these piirclniscs 
having Iteen marie chieliy liy religious house's, in conseiiuence where'of the land.s 
Ixtcame ]>erj>etually inherit in one deael hand, this hath ixicasioned the ge'iicral 
appellation of mortmain to bo apjilie'd to such alienations and the religious Imnscs 
themselvees to be principally considere'd in forming the statutes of mortmain; in 
deelucing the history of which statutes it will be matter of curiosity to observe the 
general arlelress anel subtle cemnivance of the eccleisiastics in eluding from time to 
time the laws in Ireing, and the ze*al with which .suce:e!8sive Parliaments have |iur- 
sued them through all their finesses; how new remedies were still the iiarents of new 
evasions; till the legislature at last, though with difficulty, hath obtained a decisive 
victory.” 

In observing the analogy between the ancient tnist corporations and the rnodern 
trust corporations, it is to Im hoped that the remarkable capacity of the new for im¬ 
itation of the old, in escaping new remedies through new evasions, may be followed 
by corresponding capacity of the modern legislatures to imitate the ancients ni 
obtaining a decisive victory. 

THE ODJKCT OP “tBCSTS.” 

Mr. Dos Passes makes a somewhat startling statement concerning tho object of 
trusts. He says that the object was “to keep people who had no business to a""''; 
from knowing the secrets of that trust. That is the object of a trust; a jicrfciUy 
innocent and a perfectly laudable object, in my estimation.’”' 


iseop. nil. 
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The difficulty with this proposition is that it states an incident for a cause. The 
main object of the trust was hj carry out the comljinatiou agreement whereby prices 
were to be fixed and production limited. These purposes being strictly contrary to 
the law, it is highly probable that the members of the trust agreement desired to 
keep their proceedings a secret, since the public knowledge of them would lead tn a 
dissolution, by law, of their combination, and might lead to more serious consc!- 
(jiu'uces, on the criminal side of the court, to the individual jmrticipants. 

But Mr. Dos Passos, having shih'd that only two large indiLstrial corporations 
j-esorted to that system which he calls ancient imxredure and ancient law,'says: “The 
woi'd ‘trust’ must therefore Isj discarded in the discussion of these questions, now 
and forever; iMxaiuse the courts have set their seal of condemnation upon if, and 
they require that people who have in view the aggregation of caiiital shall now con¬ 
summate it through the instrumentality of a corporation; and in discussing these 
qiuwtioiis we must dismiss this word ‘trust ’ as meaningless and useless,”" 

Oh, that we might <lismiss the problems surrounding the “ trusts” as easily as Mr. 
Dos Passos dismiasts the word from his argument. But, like Banquo’s ghost, it will 
not down; because, like Banquo’s ghost, if is the spirit of an evil deed. Even the 
word wilt not disamiear. The statute Ixjoks contain it, the ciairt records use it, the 
news))aix!rs are fim of it, political platforms are based on it. There is an essential 
idea contained in it which Mr. Dos Passos ignores. 

AGGltE(TATEJ) ('APITAIi NOT 1‘EUNK'lOl'S IN' I'l'SELP. 

Having stated that his opiionents are very vague in their definitions of their posi¬ 
tion, he says: “Let me create an issue.” And he then stah‘H the issue a-s follows: 
“Aggregated capital is wrong, is ))eriiicions.”" That is aii issue which I am unable 
to meet because 1 do not believe that aggregated capital is necessarily wrong. Nor 
can I argue concerning the limitation (.if capital which iH'rsons may nave. Eor the 
present at least, and for the puriiose of this argument, 1 have no suggestions to make 
concerning the limitations of cajiital, either to individuals or coriKirations. Though I 
am unable to agree with the general argument made by the learned gentleman, to 
the effect that Ix'cause (‘oriKirations have shareholders, and .some of them many thou¬ 
sand sharehiilders, the State ought not to impose any limitations upon its corpora¬ 
tions. The individual shareholder is not to he compared with a natund person, 
hccause, first, the wrong, if any, is done by the coiqioration, the artificial Ix'ing 
cr'calcd by the State, i. e., by all the people, and it has only such rights as all the 
jieople clnxi.se from time to time to Ix'slow. The |X(ople can give, and they can take 
away at will, having due regard for vested rights. The natural individual, on the 
otliei-hand, has ethically, as well as constituiicmally, all rights of personal lilxcrty 
not expressly jirohihited by law. 

Again, Mr. Dew Piussos says: “ Now, let me again try to formulate some postulate 
for these jx'ople. They Siiy that aggregated capital held by a corjxcration for tlie 
pnrp((s(( of manufacturing, or hnsiness, or commerce is pernicious and detrimental 
to public interests. I can not. undertake to give the language which has Ixien usixl 
by some of the orators in iHWlraying the terrible future which is in store for this 
country if aggregated caintal is permitted to exist. Adopting this formula, ‘Is 
aggrigated capital, in the hands of corporations, detrimental to the interests of 
society'?’ On what grounds'?”" 

I can not answer the question. I never heard anyone say that aggregated caj)ital 
in the hands of corporations was necessarily detrimental to the interests of society. 
1 certainly never said so myself, and do not say so now. 

Uontinuing, he says: “ It is siud that aggregated cajiital is ])ernicious Ixicauso it 
creates a monopoly, and therefore we must advance one step further in the discus¬ 
sion, and try to discover what a monoixily is.”" 

1 (lo not know that anyone has umlertaken to say that alt aggregated capital is 
pernicious because it creates a monoixily. All aggregated capital dot’s not create a 

..”l«>ly. There are undoubtedly many aggregations of capital amounting to very 

'•irge sums which not only do not create a monopoly, but do not even temi, percep- 
.i *®ward a monopoly. It is imjiortant to me tliat my position on that ixiint 
should be clearly umferstood in order that my distinctions may have their intendwl 
”'('"'1; for while I can not agree with the last statement of the learned gentleman, or 
take issue with it in its present form, it trenches upon the essence of the subject 
tinder discussion. 

monopolies exist, and have iikkn hecoonixed as existino bv the couhts. 

. Mr. Dos Passos continues: “Tlierefore, arguing this matter as a lawyer, I am look- 
"ig upo n questions of definition lus of primary importance. Now, ‘monoixily’ has a 

ttii.^sysU-in^notiioto '2 on tlmt pngc for references to other eoinbiinitions which resorted to 
" Sec p. 1112. I’ See p. 1144. 
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legal, it liaa a grammatical, and it has a historical meaning. The legal and gram¬ 
matical meaning of the word ‘monopoly’ is the same; it must la;. A monopoly 
ar'cording to the dictionary, is the exclusive privilege of traffic—the exclusive posses¬ 
sion of anything, as a commodity or a market. It is an exclusive privilege, resting 
in the liaiuls of one person or corjmration, to the exclusion of everybody else; and 
to comjuehend a monopoly, you must l)e able to understand that there can exist no 
monopoly unless it is exclusive. That is the whole basis of it. * * * We law¬ 
yers, brought up on the milk of Blae^kstone, al>8orbetl a prejudice against monopolies 
to such an extent that when you mention monopoly to a lawyer it is precisely like 
reaving a re<l flag Ixdore a bull. It was a fundamental basis of a lawyer’s educa¬ 
tion to oppr;se monolwlies. But there have existed in this country, with but few 
exceptions, to which 1 shall refer, no monopolies since its organization, and tlna-c- 
fore the use of the word ‘monopoly’ in tlie legal and in the grammatical sense 
must l)e discarded from thi.s discussion; it has no business here; it has no technical 
meaning when applied to aggregated capital.”' 

The monopolie.s which hi! excepts from his exclusion are, first, patents; seiiond 
special charters; and, third, what he calls a monopoly in fact, or resulting monopoly’ 
which he say.s is not alludeil to by any legal writer so far as he remembers. 

Unfortunately for his |K)sition, the statements that there have lieen no monopolies 
in this country, and that a monopoly in fact, or a re.sulting monopoly, has not been 
alludeil to by any legal writer, are not borne out by the law books. On the contrary, 
there have been numerous instances in which not only the supreme courts of the 
several States, lint the .Supreme Court of the United States, have recognizcil the ex¬ 
istence of monoiiolies in fact, or ‘‘virtual monopolies,” arising out of combinations 
in restniint of trade, and held them to be void on the same grounds and under llie 
same authorities which the courts of England have recognized for declaring void 
special grants of monopoly by the Crown. 

Having summarily dismissed “ trusts” from the discussion, Mr. Dos Bassos now 
eliminates ‘‘monopolies” with eipial ease. With these two words discarded, and the 
es.«ntial idea which they suggest eliminateii, I should have hut little to say in oppo¬ 
sition to the arguments of Mr. Dos Bassos, and that little would refer to incidenlnl 
and unessential things. .My reply to his argument, therefore, must he iiredicated, not 
U|)on the issue which he has in form raised hy his statements of the issues, but ii|inn 
the issue which he has expressly eliminated by refusing to consider or discuss llic 
e-ssence of the whole i|uestion. 

Having thus stated the position of Mr. Dos Bas.soa, as I understand it, and my ou!) 
jiosition with reference to it, 1 shall endeavor to present my argument upon what 1 
believe to Ik! the jiroblcm now under consideration by this honorable commis.sion, 
and to present it in as impersonal a way as possible. 

DKFINITIOX OK ‘‘TKUHT.” 

The first and most important jioint in the discussion is to understand the subject 
of ilisi'ussion. To this end it i.s imimrtant, if not necessary, to deline the siihjci 1. 
Considering the great munlHir of person.s who have spoken or written upon the siili- 
ject of ‘‘tru.st.s” in the ligislatures, through the press, and on the stump, it seems 
remarkable that no clear definition has been given of the term. The subject i.s 
usually referred to by concrete descrijition rather than by definition. It is not willi- 
out hesitation, therefore, that I attempt to define it. But taking the word in its |)np- 
ular significance I submit the definition for the consideration of the comuii.ssii.ii. 
Whether it lie accurate or not for the uses of others, I shall adopt it for the purposes 
of this argument, and shall take the position that any corporation or combinaliun, or 
aggregation of capital in the hands of individuals or groups of individuals, which 
does not come within its terms, is not a “trust.” This is the defiintion; 

A trust is a combination of financial interests, formed with the intention of crcaling 
a monoisily. 

1. A trust must have in it the element of combination. Its history shows that it 
was the natural resultant of the idea containeil in the old law prohibiting general 

restraintof tnale. The earlier cases of the larger combinations in this country, which 
were fonneil liefore the adojition of the trust idea by combinations of business enter¬ 
prises, were decideil upon the basis of the old common-law rule against genera 
re.straintof trade, and the authorities were of the class of English cases which dcciilcd 
that the village doctor or the village blacksmith could sell out his business under an 
agreement not to do business again within the limits of the village; but could m>t 
make a binding contract not to carry on his business anywhere within the realm- 
Such combinations were at first calleil pools; hut the necessity for avoiding the dcci- 


'scc pp. mi, ii.gi. 



liEGISLATION—PUBLIC CONTROL:—FALLEN. 1181 

(jions of courts, and the tendency to legislato against pools, soon led to the invention 
„f the trust, or rather, to the application of the principle of tnists to the large aetrre 
gations of capital which were intended to monopolize the market by fixing prWs 
and limiting the output. To accomplish this result it was necessary to combine all 
of a given class of manufactures, or so nearly all that those within the combination 
would be able to buy out or crush out those who had the temerity to stand airrinst 
them. But as the trusts strictly speaking, were speedily demolished by the courts 
so far as the validity of their legal form was concerned, those engaged in the enter’ 
prise found it necessary to adopt some other form for their coinbination Rome of 
the States, notably New Jersey, furnished such easy facilities for incorporation and 
so few limitations upon the power of coriioratioiis, and granted such large n.nvers 
under their general corporation laws, that the plan of “trusts ” technicallv sneak 
ing, was merged into the combination of all of the old corporations into the’ form' of 
one huge corporation. But whatever its form there was always, in the class of indus¬ 
trial organizations now under consideration, a combination. 


WKAKNE8aE8 OF POOLH. 

Q. (By Mr. .Tenks.) Will yon permit me to intemipt you? You made a statement 
amomentago that such combinations w'cre first cal led pools, but that the neces.Mitv 
for avoiding the decisions of the courts, and the tendem^ to legislate against niiols^ 
soon led to the invention of the trust. This abandonment of the imol for the trust— 
is llnat considered entirely from the legal side, or did you intend yonr statement to 
cover the whole question? The statement has lieen madi! at times hv corporation 
nun themselves that they abandoned the pool form and went into Ibe trust form 
liecau.M! they found the pool wan not snitahle aaa Imsiness form, since they could not 
hold the different ppties to the agreement they had made; and that was the business' 
rea.son for aliandonmg the pool and going into the trust. 1 wondered whetlu'r in 
yonr statement you intended to confine yourself strictly to the legal side, or wludher 
you intendeil to eover the whole ground; liecause if yon intended the latter I should 
he glad to hear your statement in reply to these arguments?—A. 1 am speakilio in that 
liarficiilar as in all others, essentially as a lawyer. It is not always easy to separate 
the characters in which one may endeavor to speak. 1 diil not intend to give an 
accurate hrstory 1 niiwle theslateinent in passing. 1 Ixdievo, notwith.standiiiu what 
may Ihi said by the gentlemen as to the reasons, anil l«-ing willing to admit thaTibere 
may have been many good reasons for tlieir change of form, tliat tliev were funda¬ 
mentally f rying to get a form of organization wbieb the law reeognizeif 
t<Do yon know whether as a matter of fimt there has been serious difliciilty in 
holding the different parties to ]>ools up to their agreemenfs, oitlier railroad pools 
or luisiiiess pools, or anything of that kind?—A. I think fhere is nodonht that tliero 
was con.sidHrahle diflieulty both a.s to mamifaetiiring pools, and nmniesfionahlv as to 
[Hdroad jiools; for that history i.s pulilie, and I do not wish lo he undei-stood as assnm- 
mg that the only reason was to escaiie the law. Men always art from complex 
Iiiotives, not from single motives, anil T have not. the slightest donlit that in wliat 
Ihe meinhers of the older pools ilid, they were governed by the desire to get into a 
stronger position from every point that affected their intiircsts; hut T sav aeain I 
I'cheve that the tendency of the courts to declare all pools nnlawfiil as in general 
natramt of trade, under well-known common-law priiicijileB, was the foundation stone. 

DEFINITION OF “ TRUST ” CONTINUED. 

2. The combination forming a trust is necessarily of financial inf crests, wlietbcr 
iiinse engagcil m the combination are individuals owning their own properly or eor- 
poralKiiis acting officially, or the stockholders of corporations acting on llieir own 
iiccimnt for the corporations. Thedefinition may also include organizations of laliorers 
" le torin of trade unions or otherwisi', since their coiubmations are formed espe- 
' *1 Ti?*^ Ino financial interests of their members. 

fhe combination constituting tho trust is formed with the intention of creafing 
onopofy. Beyond doubt this is true of all that class of comhiiiu tions whiel, 



, • “ •■■■o v.oooiuisiuuii undoubteilly iiiciuiies me vasi majontv oi inose 

iin.u •■ecently lieen formed in sucli large numbers and with such 

industries scattered all over the Uniteil .States. Thisstate- 
inu n so n^rljf indisputable as not to reoiiire amplification. A company own- 
in ti.i*™* j ^pisdoes not go into a combination with all of the other companies 
cinnn^i^”*a *^® ^touis, and all of the same kind in Chicago, and Ciii- 

iirai tiniu" 11 Vl. ^®''' York, and iierliaps smaller towns between, until 

I ucaiiy all of the manufacturing establisliments in that line of business are included, 
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except with the defined intention to be able to control the market by fixiiij; priccH 
and liraitinK output. Such a company would not cuter upon what, upon its face, 
appears so incongruous a business compact in the ordinary, incidental, everyday 
way in which a man would go into partnership with some otlier man in his own town, 
in order to carry on a business in the usual way, and with free, fair, and open coml 
petition witli others in a like class of business. 

The purjxise of such a combination is to fix prices and limit output. These acts 
have been declareil to be illegal by the “antitrust” laws in the several States, and 
are in contravention of the common law against “ monojioliea ” as interpreted by the 
courts. 

Q. (By Mr. Jenks.) May 1 interrupt you again lor a moment? You would 
exclude, then, by your definition, such a combination as the Federal Steel Company, 
which is made up of a union of different corporations, one engaged in mining, one 
in transporting ore from the mine to the smelting wolks and the rolling mills, then 
the rolling mills themselves, anil so on. The Federal Steel is made up of corpora. 
tions which were not engageil in the same line of buaines.s, but were in different lines 
of business dependent one upon the other. But of course it is an immense corpora¬ 
tion—100 millions of capital stock issued—and is olUm called a trust. Would your 
definition exclude that?—A. It would not, sir. It woulil include it, and if I were to 
argue along the line suggested by the que.stion, I should say it would include it with 
much more force than combinations of persons engaged only in the same line of busi¬ 
ness. I will endeavor to say a few things later on in the paper concerning what 
seems to me the danger of tne monopolization of different kinds of business, going 
from the source of supply to the consumer. 

Mr. Jenks. Perhaps I had tietter postiione the questioning on that line nnlil we 
come to it.' 

The Witness. I have not discussed it at great length, but I have made suggeslioiis 
as to its tieing a danger, and under that suggestion I would consider that 1 was trying 
to answer your last question. 

Mr. Jenks. Yes. 

The WiTNKis (continuing reading.) If in the natural and onlinary eonr.se of 
events a group of individuals, whetlier in corporate form or not, enter into lmsiiies.H 
relations in such a way a.s merely to carry forward an industrial imrsuit in the open 
market, it would not come within the definition alxive given of a trirst. But out of 
the myriad groups which have Ixien formed into combinations to control all, or 
nearly all, of the manufacturing jilanhs or other industrial properties, under siu h 
circiim.starices as naturally and necessarily resulted in the fixing of prices and I he 
limitation of outputs, there are few, if any, which would not come within the dcli- 
nition, which is now repeated: A trust is a combination of financial interests, formed 
with the intention of creating a monopoly. 

nEFINlTION OF MO.NOl'Ol.Y, AND SKETCH OF ANTIMONOPOLY LAW. 

But what is a monopoly? In the sugar casi' in the supreme court of New York, 
in 1889 (same case on appeal, 121 N. Y., ,582), Judge Barrett descrilied a monopoly 
as “A combination, the tendency of which is to prevent competition in its hroad and 
general senst', and to control and thus at will enfiance prices to the dciriincnt of llic 
public. * * * Nor need it Imi permanent or eom()lete. It is enough that it may 
lie even temporarily and partially successful. The question in the end is. Docs it 
inevitably toid to public injury.” 

Antipathy toward monopoly is deeply rooted in the human heart. It is a nahinil 
expression of human nature that man should resent the privileges which othi r men 
obtain of alone controlling the sources of supply. And so far as this hiinian impulse 
is concerned, it is (|uite immaterial whether the monopoly exists tl]rough royal grant 
or arises from the unlawful control of a few, or of one, over that in which the nianv, 
or all, have an interest. In the consideration of subjects of this kind men iiio likely 
to be more or less limited by the 8hortni“ss of their own horizon lines, so that Ihcy 
judge of general principles from the limited conditions w hich surround them, ouj 
legal principlt“s, like the rules of ethics, are old, and the conditions which siirioiua 
men, while they change in external form, are wonderfully similar in their geiieiai 
character. To solve the problems of the present it is of great importance to look into 
the history of the past. 

Antimonopoly laws are of ancient origin. By the lex jnlia de annona the Koman 
prohibited, under penalties, any interference with transportation, or preventing tne 
free carriage of grain. By the statute of Zeno, the man who ran a ' 

staples was subject to punishment and confiscation of goods. (2 Wharton ' 
liaw, 9th ed., sec. 1849.) Monopolies were prohibited at common law, and ®”"' 
tions in restraint of trade are held to lie con.spi rai'ies. A criminal eonspirai’yjit ny 

.Scop. Ilil7. 
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mon law nas lieen (lcf3nc<l to bo “Any combination IxMwoon two or more iwrsons to 
accomplish an unlawful purpose, or a lawful purpose by unlawful means.” 

The books from the earliest days are full of reiterations of this definition 
Hawkins, in his Pleas of the Crown (Book 1, c. 27, a. 2), lays it down that “ there 
can be no doubt hut that all eonfederacios whatsoever wroiijrfnlly to iirejndice a 
third person are highly criminal at common law, ns where divers persons confeder¬ 
ate together by indirect means to impoverish a third person.” 

In an anonymous case in 12 Modern (24H, case 127, ll>i)8) leave wa-s given to file 
an information against several plate-button makers for combining by covenants not 
to sell under a set rate, and Chief Justice lloltsaiil, “It is lit that all confederacies 
by those of a trade to raise their rates shiaild be suppressed.” In Bolton’s Jastice 
(vol. 2, p. 16) it is declarctl that any such conspiracy is an offense at coniiiion law. 
So in 1 Keble (650, report of Rex v. Sterling) Cliief Justice Hyde says that the very 
conspiracy, without an overt act, to raise the price of pepper or otlier merchandise 
is iiunishable. 

It will lie noticed that these oases relate to those engaged in triule; yet they are 
cited as leading authorities in support of prosecutions against laborers for combina¬ 
tions lO raise wages, as our own “antitrust” law was first invoked against strikers. 

Blit the most notable illustration of the biblical assertion that “there is no new 
thing under the sun,” is found in the Liber As.si.ssaruni, 27 Eilw. Ill (pp. 138, 139), 
5 years after the first of the “.statutes of labourers,” where, among other conspiracies 
directed to Ixi investigated by the imjiiests of office, is that “of merchants, who by 
covin and alliance among themselves, in any year put a certain price on wools, which 
are to he sold in the country, so that none of them will buy, or otherwise pass in the 
purchase of wools Ixiyond the certain price which they themselves have ordained, to 
the great impoverishment of the peo|ile.” 

More than 500 yeans ago onr Knglish ance.stora were faced with Ihe ]iroblem 
of “trusts,” and legi.slated against them. Whether the. iiicpieHt of otlice was more 
succca.sful 111 1354 than in 1900 history is silent. 

case decided in 1602 contains a statement of the common law on the subject of 
monopoly, and an explanation of the reasons for the law on that subject, which is .so 
clear an exposition of the subject that it might wi'll be applied to any of the many 
cases of well-defined “trusts” in the United 8lates to-day. Practically the only dif- 
feience iieces.sary to make in the application of the ca.se is to make a statement of 
facts of the modern coiiditiotis in ])lace of tho.se which existed at the time. The ciuse 
was entitled D’Arcy v. Allein, and was known as “The Case of Monoisilies.” (6 
Coke’s Rcixirts, part XI, star page 84.) The facts were these: 

tiiieen Elizabeth, by letters patent, granted to Edward D’Aiey, esqr., the sole 
jirivilege of manufacturing and importing playing cards for a period of years, and 
imposed a ]xmalty upon any other person who manufactured, imported, bought, or 
sold a.ny cards within the realm. 

Plaintiff, D’Arcy, sued defendant, Allein, for damages for having mamifimtured 
and sold cards contrary to the form of the letters jiatent and in contein|)t of the 
command of the Queen. 

The court, speaking through I’opham, chief justice, rendered the following 
decision: “That the said grant to the plaintiff of the sole making of cards within 
the realm wa.s utterly void, ami for two reasons: 1. That it is a monopoly, and 
against the common law. 2. That it is against divers acts of Parliament. Against 
the common law for four reasons: 1. All trades, tus well niechaiiical as others, 
which prevent idleness (the bane of the coninionwcaltli) and exercise men and youth 
in labor for the maintenance of theinselves and their families and for the increa,se 
of their sulistanee, to serve the Queen when occivsion shall rerpiire. are profitable 
for the commonwealth, anil therefore the grant to the plaintiff to have the sole 
making of them is against the common law, and the benefit and lilmrty of the sub¬ 
ject, and therewith agrees Forteseue in Laudibus leguni Angliie. Cap. 26. And a 
case was adjudged in this court in an action of trespass inter Davenant and linrdis, 
Iriii. 41 Eliz. Rot., i2, where the case was, that the company of Merchant 
laylors in London, having power by charter to make ordinances for the Ix'tter 
flue and government of the company, so that they are consonant to law and reason, 
made an ordinance, that every brother of thesaine society, who should put any cloth 
to 1 x 1 dressed by any cloth worker not being a brother of the same society shall put 
one-lialf of his cloaths to some brother of thesaine society who exercised theartof a 
cloth worker, upon pain of forfeiting 10 sliillings, etc., anil to ilistram for it, etc., and 
It was adjudged that the ordinance, altliough it hail the countenance of a charter, was 
against the common law, because it was against the lilierty of the subject; for every 
by the law, has freedom and liberty to put his cloth to be dressed by what 
cloth worker he pleases, and can not be restrained to certain persons, for that in effect 
would be a monopoly; and therefore such ordinance, by color of a charter, or any 
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grant by cliarter to such effect, would bo void/ 2. The sole trade of any mechanical 
artificer, or any other monopoly, is not only a damage and prejudice to those who 
exercise the same trade, but also to all other subjects, for the end of all these monop¬ 
olies is for the private gain of the patentees; and although provisions and cautions 
are atlded to nnxlerate them, yet, res profecto stulta est nequitise modus, it is mere 
folly to think that there is any measure in mischief or wickedness; and therefore 
there are three insc’parahle incidents to every monopoly against the commonwealth 
sc. 1. That the price of the same commorlity will be ratsed, for he who has the sole 
selling of any commodity may and will make the price as he pleases. * * * 
And the poet saith. Omnia Castor emit, sic fit ut omnia vendat. » ♦ * 

“The secopd incident to a monopoly is, that after the monopoly granted the com¬ 
modity is not so go(Kl and merchantable as it was before: forthe patentee having the 
sole tnule regards only his private lienefit and not the commonwealth. 3. It tends 
to the innwverishment of divers artificers and others,'who before, liy the labour of 
their hands in their art or trade, had maintained themselves and their families, who 
now of necessity will bo constrained to live in idleness and Ixiggary; Vide Fortesene 
ubi supra; and the common law in this jxrint agrees with the equity of the law of 
Cod, as appears in Dent,, cap. xxiv, ver. 6, Non accipies loco pignoris inferionMn et 
superiorem molam, (piia animam suain apposuit tibi—you shall not take in pledg,^ 
the np|ier and the nether millstone, for that is his life; by which it appears tliat 
every man’s trade maintains his life, and therefore he ought not to be deprived or 
disimssessed of it no more than of his life; and it agrees also with the civil law. 

“ 3. The (lueen was deceiveil in her grant; for the Queen, as the preamble apiiears, 
intended it to l>e for the weal imblie, and it will be employed for the private gain of 
the patentee, and for the prejudice of the weal public. * * * 

“4. This grant is jirima! impressionis, for no such was ever seen to pass by led,.is 
patent under the great seal Iwdore these days, and therefore it is a dangerous innova¬ 
tion, as well witliout any precedent or example as without authority of laws or 
reason.” 

MOSOI'OLIES liY rOBLir OKANT IN THE UNITEP STATES. 

But, Mr. Dos Passes says, and a great many people honestly and earnestly contend, 
that tlicre are no inonoiiolies in the United Stales. To the extent that there are no 
royal gtiints of s|«‘cial privileges to manufacture or sell gooils, this is concedeil; lint 
it IS difficult to understand wherein a royal grant differs in fact, or in legal effect, from 
the more than royal grants which have been in times ))ast liestowed by the Uniled 
Slates Government, and by the States, and by municipal corporations, in the form of 
franchises for street railroads, conduit coni|)anies, and cmnpanies using or vendiii!; 
electricity for what is called a public use. If illustrations are needed, liear in mind 
the subsidies granlisl by Congress to railroaiis; or turn to the laws of Missmiii of 
1809, and see tlie statute in direct contravention of the general policy of the State, ns 
otherwi.se expressed in its laws, whereby all except one of the street railroads of St. 
Ixiuis, whose estimated value at their highest basis of estimate prior to coirsolidiilion 
was $.30,000,000, w'cre consolidateil under such a scheme that bonds were issued for 
$45,000,000, and stock for $45,000,000, making a total ca]iitalization of $90,(K)(l,0Ol). 
And this was in a State which bears the rimiitation, outside its borders, of having the 
most pronounced antitrust legislation. Or, for illustration of municipal franchise 
monopolies, note the case of the National Subway Company of St. l,ouis, which was 
granted the privilege of using the streets of the city for its conduits, and given the 
privilege of renting those conduits to others, with nothing reserved to the city exeepi 
a petty franchise payment, and without iwwer in the city to regulate or I'oiitrol its 
exercise of its public franchises. And this was approved by the supreme court ef 
Mi.ssouri as a contract with the l ity which could not lie violatisl, although the laws 
of the Stall', as interpreted in other cases, prohibited the use of public highways in 
the. city, or private ownership in what was m the streets, excejit subject to the niiinii • 
ipal regulations. 

OTHER MONOPOLIES KECOONIZEl) BY THE COURTS AS EXISTINO. 

But while these monopolies, derived from public franchises, abound in all parts of 
the country, it is unnecessary to refer to them in order to show that the existence 
of monopolies in this country has been refieatcdly reeo™izod by the courts, betn 
State and national. Fortunately for this country, its jurisprudence is founded upon 
the common law, whose elasticity and whose strength have always proved eifiial t” 
reaching and holding new conditions within the fundamental principles of law 
embodied within its system. So, when it was shown to the United States Supreme 
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Court, in Munn v. Illinois (!)4 U. S., 113), that 14 warohou.sfis in Chicago, controlled 
hy aliout 9 business linns, chained prices which weri! agreed upon lictweeii the differ¬ 
ent elevators, the Supreme Court held that this was a “virtual monopoly,” and Mr. 
Chief Justice Waite, sixjaking for the court, in its opinion said: “lajoking, then, to 
the common law, from whence comes the right vvhicli tlie Constitution protects, we 
(in<l that when private projicrty is ‘affettel witli a pid)lic interest, it <’ease!t, to lie 
juris privati only.’ This was said by J^ord Chief Justice Hale more than 200 yeara 
ago in his treatise Do Portibus Maris, 1 llorg. L. Tr., 7S, and h.as been accepted with¬ 
out objection as an essential element in the law ever since. Property (Iocs iK'Come 
clothed with a public interest when used in a manner to make it of public conse- 
,|ncnce, and affect the community at huge. When, thiTefore, one devotes his prop- 
ertv to a use in which the public has an interest, he, in effect, grants to the public 
an'interest in that use, and must submit to be controlle,! by the public for the 
coimnon good, to the extent of the interest he has thus created.” 

Ufforts have been made to minimize the influence and efh'ct of Munn r. Illinois, 
and it has been criticised in some resiiects, but in s|iito of slight and criticism it is 
the law of the land to-day. It has been approved in twn ca,«es (liudd v. New York, 
li:, U. S., 517, involving the New York grain elevator law, and Brass r. North Dakota, 
bolf U. S.j 391, involving the Dakota warehouse law). Iu spite of the storm and the 
.sliess w hich has Ixien raised in the efforts to reduce its effect, for the benelit of jiri- 
vntc interests, it still stands like a light-hou.se on a rocky shore. It illustrates more 
clearly, perhaps, than any other case in this country, the perpetuity of the common 
law. 

Mr. Spelling, in his work on Trusts and Monopolii'.s, .section l.'iO, says: “In the 
c:ise of State r. Standard Oil Trust (Ohio, 30 N. 10., 279), much was said in favor of 
I he objects of the Standard Oil Trust and what it had accomplished. But the court 
mmarkeil that it might be true that it had imiiroved the quality and cheapened the 
co.sl of iietroleum and its products to the consumer; hut such was not one of the 
usual or general re.sult.sof a monopoly; and it was the policy of the law to regard 
iiol w hat might but what u.sually does happen. Kxperienco shows that it is not wise 
1,1 trust human cupidity where it has tlio opjiortunity to aggrandize itsidf at the 
expi'iiseof others. 

“The claim of having cheapened the price to the consumer i.s the usual pretext on 
w hich monoiioliea of this kind are defeinled, and it is well answered in Richardson c. 
Hnlil, 77 Mich., 032 (43 N. W., 1102). After commemtingon the tendency of the com¬ 
bi nation known as the ’Diamond lilatch Company,’ to ] ire vent faircomjitditioii and to 
control price.s, Champlain, J., said: ‘It is no answer to say that this momqioly h.as, 
ill fact, reiluced the price of friction matches. That policy may hiive Ix'cn necessary 
to crush eomiietition. The fact exi.sts that it rests in the discretion of this company 
:il any time to raise the price to an exorbitant degree.’ Monopolies have always Iteen 
I'l'ganled as contrary to the sjiirit and policy of the common law.” 

Soineof the clearest and at the .same time strongest utterances concerning thoexi.st- 
ciicc .and charticter of monopolies in this country are to be found in the decisions of 
the Supreme Court of the United States. 

In United States v. E. C. Knight Co., 156 1.^, S., 1 (1894), Mr. Justice Fuller, writing 
the majority opinion, though holding that the .Vmerican .Sugar Ketining Company 
did not violate the antitrust law of 1890, because the monopoly was a monopoly in 
riianufacture and not in interstate commerce, neverthcle.ss concedes the existence of 
a nionoiioly (p. 11), and Ray.s (p. 16): “All the authorities agree tiiat In order to 
viliate a contract or combination it is not essential that its result should be a complete 
monopoly; it is sufEcient it it really tends to that end and to deprive the public of 
the advantage which flows from free com]ietition.” 

In the same case, Mr. Just ice Harlan, in a very exhaustive and learned dissenting 
opinion, says (p. 2.5): “ But a general restraint of Innie has oftmi resulted from com¬ 
binations fonned for the purpose of controlling prices h)' ilcslroying the opportunities 
ol buyers and sellers to d(‘al with each other upon the basis ol fair, oixm, free com¬ 
petition. Combinations of thi.s cliaracter have frequently been the subject of jinlicial 
siTiitiny, and have always Inien condeinned as illegal becaii.se of their necessary ten¬ 
dency to restrain trade. Such eoinbmation.s areagainst common right and are crimes 

against the public.” 

Mr. Justice Harlan cites and analyzes a numlier of cases from other States, which 
sustain the proposition aliove quoted. Among them are: Morris Run Coal Co. v. 
liarclay Coal Co., 68 Pa., 173, 8 Am. Rep., 1.59; Arnot v. Pittston & E. Coal Co., 

™-..r •) 558, 23 Am. Rep., 190; Hooker c. Vandewater, 4 Denio., 352, 47 Am. Dec., 
-;)8; .Stanton v. Allen, 6 Denio., 434, 49 Am. Dec., 282; Saratoga Bank r. King, 44 
ft. Y., 87; Central Ohio Salt Company c. tTiithrie, 36 Ohio St., 606; Craft v. McCon- 
oughy, 79 III,, 346; People v. Chicago Gas Trust Co., 8 L. R. A., 497, 130 Ill., 269; 
83a-76 
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India Bagging Asso. r. Kook, 14 La. Ann., 168; Santa Clara Mill and L. Co. v. HavoR 
76 Cal., 387; Richardson r. Buhl, 6 L. R. A., 457, 77 Mich., 632. 

Indeed, wh(!rever tin* issue lias lieen squarely presented, whether in the Federal 
courts or in the State courts, and where the purpose and tendency of the conditions 
found to exist in the ca.se were toward a “ virtual monopoly,” the same principles of 
the common law have t«‘en applieil, and the combinations found to be in restraint of 
tnule have been declared to he ilh'gal and void. 

These decisions have sometimes been rendered on eommon-law principles alone 
and sometimes in cases ari.sing under special antitrust statutes. But it is lielieved 
that it is not too broad a statement to make to say this: Wherever the court had 
jurisdiction qf the subject-matter, and the facta presented showed a combination of 
linancial interests, formed with the intention of creating amonopoly, the court. Stale 
or national, whether acting under a statute or upon common law principles alone, has 
always declared such a combination to be illegal and vtiid. 

THE N.VTION.VL LE.\D COMrANY CASK. 

One of the most recent and important decisions out of the courts, bearing on this 
topic, was rendered by the St. I^ouis court of apfieals, in the case of the National L(>ad 
Company v. S. K. Crote Faint Store Company, on May 2, 1899. It appeared in that 
ca.se that the National Lead Comjiany was incorixirated under the laws of the State 
of New Jersey, as the succes.sor of the National Lead Trust, and jiursuaut to articles 
of agreement among those interested, authorizing the trustees to have such incoriio- 
ration tierfectetl. 

Q. (By Mr. Jenk.s.) May I interrupt you a moment? Can you tell us where the 
text of that decision can Ixi secured?—A. I will furnish it to you. 1 have a copy with 
me. It is not in this room now. 

Mr. Jesk.s. Afterwards will do; just so that we can have it on file. 

The Witness. Those who nndertake to say that the decisions of the courts have 
no effect upon the operation of trusts are referred to the testimony of Fresident 
Thompson, in that case, in giving his reasons for the dissolution of the old trn.st. 
He says: “Mainly hecauso there liave hcaai laws pa.ss“d hy the United States, and a 
numlter of States, that were inimical to that form of organization, and the gnat 
public prejtiilice had been arou.scd, which seriously affected the values of the shares 
of the trn.st, and we had a great desire to conform to all of the laws of the coantry, 
and to the views which were taken hy the public of that form of organization.” 

The National Lead Comirany is a t remendous concern. It is made up of more than 
30 cor|arrations and business concerns, any one of which would formerly have been 
considered large. The case ilccided Iry the St. Louis court of apix.‘als was a suit hy 
the Lead Company against a customer for a bill of goods sold to the customer. The 
defendant set up, as a special defense, a statutory ])rovisimi entitling the rlefendant to 
pleail in defense to the suit the special antftrn.“t act, which provided that any 
inirchaser from a trust within the meaning of the act should not lar liable for the 
price of the goods purchased from the trust. Tin* court of appeals held, .fudge Bond 
delivering the opinion, that the corporation as formed was an illegal combination, 
and violative of the antitrast law of Missouri; that the foreign coriioration was not 
entitled to engage in Imsiness in Missouri, contrary to the laws of \Ii.saonri, and that, 
to (ddain a charter for the imrpo.se of evailing the laws of a foreign .81310, under < ovcr 
of the rule of comity, would be a fraud upon the .State granting the charter; and to 
attempt to act under such a charter in a foreign .State would be a fraud U|K)n the latter. 
And it was also held that the defense set up was a valid defense. 

The attorneys for the defendant in the National laaid Company case, Messrs. 
S. T. ti. Wmith and Thomas 8. Meng, have so admirably stated in their brief the 
points involved, and bave supported them with such a multitude of authoritir'S, that 
the principal iminls are here appnqiriated as apjilicable to all casi;a of that class. 

1. The agreement known as the National Lead Trust agreement was illegal and 
against laililic jiolicy, at common law, iMicause its tendency, purpose, and effect "as 
to create a monopoly and suppress conqretition, and thus to fix prices and regulate 
prwluction. Ther<*fore the combination of corporations anil stockholders under said 
trust agreement was illegal. 

2. But it is not the particular form which the organization or combination may 
assume, but the fact that the purpose, tendency, and effect of such organization m 
combination is to create a monopidy and suppress competition, which is agaiii.st |iuli- 
lic ixilicy and illegal. The Mi.ssouri statute is broad enough to cover all combina¬ 
tions of whatever kind or nature which have this ptirpiao, tendency, or effect, am 
to this extent it is declaratory of the common law. Tlierefore, notwithstanding m 
change of the form of plaintiff combination from that of a self-styled “trust to tu 
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of a sclf-fitylpfl “corporation,” itisHtili ilicjial, tiio purpont', tomioiuy, und effect, of 
the combination being still the same. 

3. All combinations, associations, contracts, or agreements in restiiiint of trade, nr 
whicli tend to create monopoly, or to suppress competition, are against publics tK)li(ty 
an<l void. 

4 . The National Lead Company is itself such a trust or coinhination as is pr<)hi))ite<l 
hy the Miftsouri statute. 

5. A (•ori)onition lias no riglit to enter into a partnt*rship or other coniliination 
whereby the control of the <;ort)oration is place<l in the hands of some other coriKira* 
tiun or unincorporated body. 

(). A (corporation is merely an asso(ciation of th(! individuals who are its stO(ck- 
holdei-s, nniUcd together for a common i)urpose, and having tis such association certain 
privileges, pow'ers, and liabilities. 

7. A (corjioration Inis no stan<ling as siudi outside of the State in which it is incor- 
porahal. The laws of a State can have no extraterritorial effetet. ThiTefore omc 
State can not confer upon an association of individuals, when doing busiimss in 
atiotlier States certain franchises, privileges, and powem and limitation of liability in 
their associated capaidty. By the rul(‘ of comity foreign coriiorations are n^cognized 
and their rights enforced. But a corporation organized in om* State for a purpose 
which is against the public policy of another State will not l>o recogniztid jis a corpo¬ 
ration in sii(di other Stab*. 

Q. (By Mr. Jknks.) Ts that decision a final decision, or is tlu^ (’a.so still pending?— 
A. Thci (tiuse is still pending in this way; It was reversed and remanded in order that 
etMtain errors in the course of the trial might he (rorrectC'il in a new trial; fmt the 
in-ineiple of law was laid down, and wiu^, so far as tlu^ courts of Missouri are (*on- 
ceriKMl, linal, uiileas it is subseipu'iitly reversed by some court or goes into the sniireme 
court on a constitutional ([iiestion. 

ty {By Mr. Stimson.) There is no higher court in Missouri than the court of 
ajipcais?—A. Not unless then; is a larger amount iuvolv(‘d, or unless, as said, a 
'■onstitutional (piestion was involved, or unless ui>on division of opinion there is a 
coi tilieation of the case to the sujtreme court. 

ty Supreme court of Missemri?—A. Yes; supnsiie court of Missouri. 

roWKKS OK KOKEtON COKPOKATIONS. 

Since you are on that last proposition, may I ask—then' a?-e d(‘eisions in thc^ 
I'Vderal courts, are there' not, that take tlie other side (sitirely on tliat last proposi¬ 
tion? An* thme not decisions which state* that nnle.ss a State has atlinnativ(‘ly 
»‘xclud.‘d a (*or]Kmition of any State from doing l>usin(*ss in it by some .statute, tfie 
i'orporation of sucli oth(*r Stab* (*oming into it, though clothed witli f)ow'(*j's liy tlu' 
State creating it which are against the |X)licy of the State wlu!r(* it wishes to do busi¬ 
ness, may, nevertheless, undi*r the doctrine of comity, act jus a corporation?—A. T 
tliink theri'tire. I do not think tlie decisions of the several States cjin 1 h^ in all resjiects 
li<irmonize<l with some of tfie Federal decisions. I undei'stand tlie lMHli*ral (hadsions 
to have originated primarily in tlie natural tendency of thosi* courts, jierhajiH, b) take 
jurisdiction of these(piestions, in cjises which deti'rmine that acorporalioii of aiiotJier 
Shite wjus ('ntitU'd to go into the State wliere a suit wjus In-onght, as a foreign ('orjiora- 
tioii. Then tliere are other decisions which tend to holil that tlie cortioration of one 
Slab* is for some pur^xises a citizen of that State and entitled to (lu*. sjime rights in 
aiioth(*r State; but I contend, and I luivi* not had linn* to make a brief njion tluit 
snliject, tfiatthe cases are not fundanu*ntally inhannonion.'^, In'cause 1 do not think 
tiiat tlie Federal courts have ev(*r attemi>led to give to tlie corporation all the rights, 
privil(*geH, and immnniti(\s of the individual. 

Q- That is one of the most important points, and T <U) not think it i.s a wjusfe of 
liiiK* to have a word upon that, in order bi make that part of your argument a little 
bit clearer. A very clear exani]>Ie of wlutt 1 nu‘an, perlia[)s, is Ix'st taken from what 
oeciirred in my own practice. The State of Massachiusetls forbids corporations for 
dislillir.g or brewing purposes. They are absolutely forbiddtm. The general law 
<loestiot |>ennit them, and conse(]iu‘ntly it is against the |x>li(;y of the State of Mas- 
j-^achiisc'tts to have such corjxirationa do business in it at all. A foixdgn—that is, an 
I'aiglish—brewing company in this case wi.'^luxl to come in an<l do businessasa bix'w- 
big ('omiiany in Massaidmsetts. They liad a cliarter from I’arliameiit, wliich, of 
vourse, gave, them full pow(‘rH b) carry on the brewdng busin(*ss, ami th(*y had in fact 
bought $9,(X)0,000 worth of proptirty of brewers in Boston—a trust, in other word.s— 
and tliey (tame to me to adk whetner they were safe in taking title. 1 took the 
ground that it was (loubtful. I w’as not willing to advise that they could take title to 
land without questiuu, lor the reason that you have expressed, that they were a cor- 
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poration which was against the jwlicy of the State of Massachusetts, and that conse¬ 
quently, although the State of Massachusetts had not by express statute excluded 
foreign I)rewiiig companies from doing business, yet I was afraid of the implication 
and that the courts might boUl, as your St. Ijouis court has held, that lieing counter 
to the 8|)irit of the Massachusetts law the doctrine of comity might not Ire allowecl. 
But I am bound to say that I could find very few authorities on that misition; only 
in fact, two cjusr^s. It Wiis Ix'forc! the Bt. ixmis case liarl been decided. I had only 
one or two cases; one in the circuit court of the United States from Colora<lo' tliat 
seenned to me rather on the other side, which says, for instance, that this brewing 
company having come into tire State to do business undt^ the doctrine of comity, 
wilh if,s foreign powers, at a time when it was not yet exi)re8sly prohibited, it w.as 
too late for the court to say that they could not a<d with all the powers that tiu' 
charter gave them.—A. May 1 say, in answer to thg question and tlio statement 
which ha.s been so (dearly put by Mr. iStim.«on, that from my point of view it is not 
of so great consequence to determim! the jrrecise status of a decision on that subject, 
Ix'cause it is partly, at least, in the power of the State to determine the question by 
express prohibitive^ legislation; and if there Ire any defecd in that direction the power 
is supplemented in Congreiss, at least to the exUmt that so far as interstate commerce 
is concerned it has clearly the power erf determining what rtrgulations sliall Iji! 
incliuh'd under the interstate-commerce clause of the Constitution. 

Q. (By Mr. Cl.\ukk.) Has any Federal question Iteen raised in the Missouri ea.se 
which is now pending?—A. No; not that I am aware of. 

ANTITHUST LAW OF 1890—ADDYSTON FIFE CASE. 

The most interesting evolution of the law' concerning “trusts” is found in the 
history of tlie antitrast law of the Unitesl Sbitess passed in 1890, sometimes called 
the “Sherman Act.” Though clearly desigmrd to prevent dangerous coird(inati(iii 
of (sapital engaged in interstate commerce, it was allowed to slumber as an ineffee- 
tual piece of legislativ(( mardiinery until the great Ohi(.'ag<j strike of 1894, when 
it was successfully invoked against (combinations of laborers, and was intcr])retcd 
bv the Supreme Court of the United States in re Debs as prohibiting such coni- 
bination. Tin! Tnuis-Missouri cas(! followed, in which the great western railroad 
(!ombiuation wa.s Indd to be unlawful. And only a month ago, on Dewinilier 4, 
1899, the Supreme Court Indd tin! statut(! effective in the case of United States r. 
Addyston Pij)e and Stc(d Company and others. In that case Mr. Justice Beckliani 
said; “We have no doubt that wdn're the dinxd and immediate effect of a(!ontrarl 
or a (!ombinati()n among particular dealers in a (!ommo(lity is to destroy conqictitmii 
between them and otlnms, so that the parties to tlu! (mntract or cotnbination may 
obtain incn'ased prices for themselvtw, such contra(!t or combinations amount tea 
restraint of tnuh! in th(! (!ommo(lity, even thougb contra(!ts to buy sueb commodily 
at the enhiun;ed ])rice are continually Ixdng miule. Total suppression of the trade in 
the commodity is not necessary in order to render the combination one in restraint 
of trade. It i.s the effect of tlie combination in limiting and restricting the right nt 
eacdi of the memlKTs to transact business in the ordinary way, as well as its effect, 
upon the volume or exmnt of the distling in the commodity, that is regarded.” 

VON iiai.i.e’s classification of monopolies. 

Ernst von Halle, in his work on trusts in the United States, has classified the various 
kinds of combinations existing in this country into four classes: 1. Natural mono|iiih!s. 
In this class he includes commodities which only exist in quantities locally limilcd 
or are manufactured from materials so limibsl. 2. (iuasi-natural monopolies. In 
this class he includes certain plants which everylxidy can establish, but which once 
introduced are practically Ixyond competition lieiaiise they require ati etiormoiw 
amount of capital; ami he adds, “By the mere fact of their existence they Ixs'omc 
nearly as powerful as natural monojiolies.” He instances railroads, telegra])ii coni- 
pani(58, waterworks, gas works, and other qiiasi-piiblie enterprises. 3. Legal nionoi'o- 
lies, which definition includes patents and copyrights. 4. An undefined groni', 
including a vast mindier of combinations, the cause for which can otily lie found to 
a limited extent in the conditions described, and which spasmodically apjiear and 
often as quickly disapjxiar. 

KXTE.Vr OF COMBINATIONS AND INCOIIFOBATIONS. 

In an appendix to his work Mr. Von Halle gives a list covering 10 pages of fine 
print, alphabetically arranged, of trade combinations in commodities in the Unitci 

' Conwcdl r. Colorndn .SpriiiKs Co 100 tJ. .S., fi.'j Set* also, us jierhaps more directly in I»oint. Linn 
tian Union r. Yount, 101 U. S., 31*2. 
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States at the time of the publication of his book in 1895. Since that Ixxjk wits ])nb- 
Jish^ the pro^ss in the formation of trusts has been so rapid that it is practic^ally 
impossible to keep track of them at all. 

Dr. Hadley, president of Yale University, in an article in Scribner’s Magazine for 
November, 1899, stated that in 1898 the now companies formed in tlxe United Staten 
for the purposes of industrial consolidation had a capital of over $001),000,(KK). It is 
fiirtlier stated that in tlie earlier half of 1899, according to tlie careful estimate 
of tlie Financial Chronicle, the capital of the new companies of this <'liara(!ter was 
$3,100,000,000, or more than three times that of the whole year i)re(;eding. 

“niGHTS” OF CORPOJtATIONS AND IHUJLm I)AN(;BHS Flto.M TIIEIU I'OWEIt. 

This is stupendous. Doubtless in this large numl»er of (consolidations tluTc* are 
many which have only followed a natural normal tendency under (M-onomic laws. 
So far as this is so they are of eourse unobj(*(;tional)le. It i*s a favorili* argument at 
the present day of those who, like Mr. Dos Passos, la^lieve that no limitations should 
1)1! put upon aggregated capital, tJiat it is usc^less to att(‘mpt by legislalioji or by law, 
in any form, check the tendency of tlie times toward thi*s(' tn‘men<lous (tonsolida- 
fions. They say that it all repi’esents an economic devt'lopiiK^nt. llaving grown up 
in an age ot corporations they blandly talk about the rigJits of eonsolidation and tlie 
rights of corporations, as if (torporations wert! entitled to the jn-esmiifitions concern¬ 
ing liberty oi a<‘iion and liberty of contract which are gnarantei**! liy our constitu¬ 
tions, State and Federal, to the natural iicrson.* They si-em to forgi't altogether that 
the (N)r|>oration is the creature of the Slate; that is, in a republic, of all the peojjle of 
a State. They forget tliat every so-called right of a corporation is merely a jirivilege, 
a licens(‘, granted liy the public, and within the control of the piihliir in'tliat respect. 
The Shite, i. e., the public, may give its franchise to the corporation to such extent 
as tlie State thinks Ix^st. It may limit it as much as it pleases. It may impose* upon 
it such conditions concerning its exercise as it sees lit. 

If present conditions were d(*jM‘ndent upon combinations of natural persons only, 
the danger would Ix^ reduced to a minimum. A few men might, un<ler |K‘culiar eir- 
ciinistaiices, acupiire large fortunes; though it is doubtful if any man, without the 
ai<l of cor|x)rate franchise, could ac(iuire in .so short a time, in tliis eounfrv, any one 
of the va.st fortunes of the day. Jhit a combination between such men could jiroh- 
nhly 1 k! easily broken up. Each man would also he financially, as well as morally, 
responsihie for what he did. And at tlie worst each of those in the coinliination 
weuM die within a short time, and their fortunes would go to otliers, who might not 
poss(‘SH t!:eir skill. It is the corporate form that cloaks (he danger. Tlie laws upon 
this subject, relaxed for tlu! jiurpose of encouraging commercial eiif(^r(u’is(‘, have, by 
lnost*iu*ss of statutory provisions and the impli(‘d jiowers coiihureil by judicial a‘<si.'^t- 
ance, acijuired a jiower to g(‘t what they want and a skillfuhiess in eluding n^sponsi- 
hility for tlieir misttonduct, which is in itself a factor in tin* present dangerous 
tciidenci(‘H toward unlawful (romhinations and monopoly. Do not understand tliat 
in saying this it i.s intended to make any general attack upon corjiorations as .such. 
Duife the contrary. It nin.st b(! recognized that (liey have in the jiasl been |M)tcnl 
factors in the development of tlie wonderful commercial progress wliicli lias l)(*(*n 
made by this country; a progress wliich has hnaight the Dniti’d States to a iiositioii 
where it is threatening the manufacturing industries of lu'arly ev(*ry European 
nation, and where it may claim, in many re.s]>ects, if not in most, to N* the leading 
nafi(»n of the world. One of the difliculties in taking a position against unlawful 
comhinatioiiH i.s the poasible danger of an a.s.snni[)tion concerning the laws of the 
existing evil, whkdi, if aebal upon, might tend to interfere with legiti.nate dcvelo])- 
nicnf. Nevertheless, the fact rt'inains that as the statutes staixl to-day, and as tlK‘y 
are interpreted by tlie courts, the cor|X)rations, even tin* private corporations, tliough 
the creatures of the State, are too far iiidetH-UKlent of the State and too little within 
tin* regulation and inspection of the State. If this be true of private corporations, 
how much more forcibly does the criticism apply to (|uasi-(>ublic corporations, sucli 
as railroads, teh^gratili and elei!tri<! companies, street railroad companies, and otheiy 
whose basis of suc(;eas rests ujam a public framrhise. Here will Ixi found a most 
potent factor in the dangerous conditions wliich face us. (iuasi-publie corporations, 
operating under inuniciiml franchises, which th(!y obtain for notliing—so far as the 
]'nl)hc treasury di.s(!lo8es—have the right to occuny pnbli(! highways. I'liey an! 
nsually incorjxirated under general statutes v(!ry indiffenmt in tJndr diwription of 
tlie powers to be conh^rred; tJiey get from the public their privilege, and yet are 
Usually greater than the public in any contest wliich arises. 


iSco Mr. l)«).s Pjwsos, |>. 1102. 



1190 HEARINGS BEFORE THE INDUSTRIAL COMMISSION. 

THK POWKK oi- TRUSTS RESTS ON THE 1-OWER OF RAtt.ROAPS. 

It is in tho railroa<l companies that the greatest danger lies. Having obtained from 
the respective States the power of eminent domain, and having establish^ under 
their public franchises what the courts have denominateil public highways, and all 
this bkatise they are run theoretically in the interests of the public!, they have beicome 
a jirincijial medium of estahlishiiig the greatest tnists in the United States. 

lAiok at the history of the Stainlard Oil Company iii connection with the railroads 
as it is disclosed in public jiroceedings of various sorts—tho courts of Ohio, investiga¬ 
tions of legislative bodies, and of Congress. Who could not acquire a large aggrega¬ 
tion of caiwtal if his only competitor were reipiircHl to pay 8.5 cents a barrel tor (Tie 
transportation of (til, of which 25 cents a barrel was to be turned over to him?' 1| is 
impossible to go into a (anisideration in detail of the.juds, even of the Standard on 
Company, in (sninection with railroad rates, to say nothing of the action of nuniber- 
less otlit'r trusts or attempted trusts in the same regard. Much of that history is 
before this commission in tbc form of evidence. Other phases of it can be iuscit- 
tained in the reports of the Interstate Commerce Commission. It is certainly a safe 
assertion to make that there is not one largo shipper in fifty in any of tjie great efties 
of the country, or in any industrial locality, who has not’madea large jiart of liis 
8ucce.ss in jilacing his goods upon the market through special rates given to him liv 
a railroad, or sevi'ral railroads, lower than the established tariff rale published under 
the law, and therefore in contravention of the law. Yet this act on the part of tin. 
ship|K“r, and of the agent of the railway company, is by law a crime, and the repu¬ 
table members of the community who make themselves jiarties to the unlawful 
^reemeiit for the discrimination in rates are either too ignorant, or more often too 
indifferent, to realize cither their legal or their moral tnriiitude. 

It is currently reiKirted that a leailing business man of one of the princip,al cilies 
of the country said to this commission something to this effect: It takra both moiii v 
and brains to move the wheels of commerce in this country, and I have both. This 
story may not lie true; but it is true of the gentleman concerning whom it is lol.l, 
that when he was asked by the Interstate Commerce Commission to disclose cerlaiii 
facts concerning the rates which he received from the railroad companies, he 
repeatedly refused to answer lii'canse his answers would incriminate him, therebv in 
effect admitting his criminality. That this latter statement is true is proved by the 
records of the published opinion of the Sujireme Court of the United States. 

Mr. A. H. Stickney, president of the Chicago and (ireat Western liailway, .sav.s in 
his work on The Railway I’robU'in (ji. .88): “The average business man feels strong 
enough and acute enough to cope with his competitors on equal terms, but here is 
a ])ower he can not compete w ilh, and he I'an not avoid. This power, like a govern¬ 
ment, has authority to make tariffs, and enforce their colleetion. It claims a right, 
which no civilized government claims, and no sovereign has dared to e.vercise for 
centuries, of rebating a portion of its tariff, and thus discriminating between its 
subjects in the colleetion of its revenues.’’ 

The terrible extent to which railway discriminations have gone is discloseil in the 
woeful confession made by the fnterslate Commerce Commission in its report ter 
1899. After rc-ferring to repeated recommendations in fornu'r reports for fnrilicr 
legislation, and the failure to obtain it, the report continues as follows; “Meanwhile 
the situation has become intolerable, both from the staudjioint of the imblic and tlic 
carriers. Tariffs are disregarded, discriminations constantly occur, the price at w liicli 
tran.sixirfatian can lie obtained is fluctuating and uncertain, railroad managers arc 
distnistful of each other, and shippers all the while in doubt as to the rah'S sccimd 
by their competitors. * * * Enormous sums are sjient in purchasing business, 
and secret rates accorded far Ixdow the standard of published clmrges. The general 
public gets little laenefit from these risluctions, for concessions are mainly confined to 
the heavier shippers. All this augments the advantages of large capital and tends hi 
the injury and often to the ruin of small dealers.” 

From all this it apjaiars that the conilitions which exist in tho commercial world 
are largely, if not chiefly, ilependent upon rates of transportation, and that the wealtu 
and power possessed hy the large trusts or combinations are derived from discriiiu- 
native rates contrary to law. The political economist may argue that the rate el 
freight is a part of the price of goods to the consumer, and, therefore, an iinpoi liint 
part of the economic problem to tbe manufacturer. Abstractly stated, this is true 
But if the one manufacturer grows rich through unlawful, unreasonable, and 
discriminations in his favor, granteri to him by the railroad, which has its fnim luses 
from the public, it must be apparent that the rule of political economy invoked o" 


*S(JC Mr. Rice, i»il 700-709; Mr. ArcliIxiKl, j*i». 550-^)59. 
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behalf of the wealthy maniifaetimw has been iiiflui'neod l)v th<^ unlawful and unjust 
act of the railroad company, in wliicli the mauufaeluror participates. Therefore 
practically speaking, the quasi-pubiic cor|)oration upon which the inihlic has bestowe<i 
its franchise for the public weal, has disturbed |iro tanto the laws of political econ¬ 
omy in a natural state. Furthermore, several of the largest trusts, uotalily the Stand¬ 
ard Oil Company and the coal companies, have, by combination, obtained a practical 
monopoly of the source of siqiply by owning a large proportion, if not nearly all of 
the valuable coal mines. In this class of cases the discrimination in rates has been 
most marked. And in furtherance of the teiidencv toward combiiiatioii, these coal 
companies have not only had the beiielit of speciiil rate.s, but they have combined 
with the railroad companies themselves in such a way that the railroad companies 
have in many instances become the virtual owners and operatm-s of the coal mines 
This ill itself is a terrible menace. Here is a railroad company organized under 
defined atutiitory jirovisioiis as to its powers to act as a railroad cianpaiiv alone. It 
is not a coal-milling company, and under the law has no right to be. ' "V^-t in one 
form or another the railroail company owns or controls the. coal mine. Consider the 
natural consequence of this. The .same deiul hand holds the source of siiiiplv and 
the means of transportation. And this dead hand is galvanized into a iiower tb hold 
anything by the free donation from the iiuhlic of the franchi.se. Yet the friends of 
trusts, iiiclndiiig Mr. Dos Passes, would try to make this commission iH-lieve that 
there is no right in law or ethics to witlalraw the gabanic battery and relax the 
grasp of the dead hand. 

The man who owns the soil natnrallv controls the price of the jirodncts of the 
.soil within the limits of his market, lint if that market is dependent upon trans¬ 
portation hy other agencies, it is the tran.s|)orlation agency which primticallv con¬ 
trols the price. Hecanse, if the one farmer, or the one miner, has a rale which is 
less than another farmer, or aimlber miner, it is the one with the less rale who con¬ 
trols the ]irice of the ])rodnct in the market. 

F.vtending this principle, if the owner of the soil gels a lower rale than all of the 
other ownera within the limit of his market, if Ik-I' aii make that rate )irohibitive, 
he will have a inoinqioly. The reason why railroad companies anil other coriiora- 
tioiis with ]mbtic franchises should not be allowed to go beyond the powers con¬ 
ferred by their charter is well expre.«scsl by the vice-chancellor in Allorney-lieneral 
r. (Ireat Northern Railroad Company (I Drewry and Siiiale, hot). In that ca.se the 
railroad company wa.s found to have engaged in selling coal from mines along its 
line. And Ihe vice-chancellor says: “Now, why has the rule lK‘en cslalilished, that 
railway companies must not carry on any business other than that for which they 
were constituted? It is bi-canse these companies, heing armed with the power lif 
raising large sums of money, if they were allowisl to apply their funds to purposes 
other than those for which they were coiislilnted, might acipiire such a preimnder- 
aling inllneiice and command over .some particular branch of trade or commerce a.s 
would enable them to drive the ordinary private traders out of the Held, and create, 
in their own favor, a )iracticid nmnoiioly, whereby the interests of the public would 
he most s<>rionsly injured.” 

If the development of the railroad conqiany into a mine-owniiig coin])any were 
tile only form of acts ultra vires of which railroad conqianies were guilty, the sitna- 
jion might perhaps beendnred with a certain degree of ei|nanimity. Hut when the iiub- 
hc see the same liandH, the same cajiital, the same jiower which controls the railroad 
company controlling the sources of supply in oil or minerals, or Imlh, and .see that 
same management and control extend to the hanks which furnish the funds anil 
control the money market, and to the quasi-public corporations w hich furnish public 
utilities, such as ){as and water, the public, not unnaturally, (laiise end reflect, and 
Wonder how long it will be beforii the creature is more jiowerfid than the creator. 

I’OWlilU GIVRS I’OWEK—MONOCOl.V' aKICUns MONOCOl.V. 

^I'-'t'umber 23, 18t)9, the St. lajuis Post-nispalch pnblished an article which 
■ il*' Standard Oil Oompany was responsible for the recent panic 

m Wall strict, which cost innoeent stockholdera fi80,t)00,00l) in one day and forced 
the great American Oovernment to come to the rescue. According to the account, 
.'Ir. Anthony N. Brady, representing the New Amsterdam gas interests, was o])]Ki.seil 
to the Standard Oil control. This tremendous financial fi^htwas represented asW'ing 
made by the Standard Oil jieople in order to force their rivals to throw over the New 
anisterdam Gati Oompany by athaiking the stocks of all the corporations in which 
; ir. Knwly and Ids friends were inhirested. It wa-sstated that in order to accomplish 
lie purposti certain banks were used to effect an artilicial money stringency, and that 
loretgn exchanges were juggled by the same linancial agencies. Whether or not this 
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report was true is of less consequerice than tlie fact that such a report, was possible. 
If not true, it at leaat il1nstrati‘H what might, and porhapn may yet, come to pass in a 
much more exaggerated form. To the thoughtful reacier it must have suggested the 
idea that a comparatively few men, witli their enormous wealth, could make ami 
unmake fortunes in a day, and could do more than the Ciovernment itself can do in 
deteniiining values and fixing the rate of exchange. It pointed to the possibility tlmt 
the Standard Oil Companv, or the combination of interests which have derived tlu ir 
power (diiefly through puhlii; franchises, by whatever name it may be called, could 
gnMiter than the Ooverimuuit itself, for some i^urposes at least. 

I should like to be permitted riglit liere to say that after jirepariiig this puix;r, and 
while coming from St. houis to Washington on the train, I bought a copy of the I'liil- 
adelphia Press, of January 4. I had some misgivings about using a mere newsjmjn.i- 
artide its a basis for any jiart of my argument, especially when it might be considiui'il 
by some people that the jiajier from which I (luoted softietimes had tendencies toward 
sensationalism. But 1 was very much struck by the fimt that in a 2-column article 
in the Philadel^ihia l^ress (which I undersfaiul is neither avowedly against trusts nor 
specially sensational) a substantial verification of the item from which J have iiuotcd 
was contained. If 1 have your permission 1 will n*a<l from that in order to indicati' 
that, so far as newspaper opinion goes, it would appt^ar as thougli what the Post 
Dispatch treateil as a fact aliout the SUindard Oil peoph; and the New Ainsti'rdain 
people had hud its effect. I take certain excerpts from the Philadei]>hia as 

follows: 

“Nkw York, Jauuanf .i. 

“Some of the ofljcers of the gas company of this city, which is identified witli tin* 
Standard Oil intiuvsts, give a qiialiti(Hl corroboration of tht^ report that luus ])re\aili‘d 
here for some days that this corporation Inus hougld tlie interests of the Whiincv 
syndicate in the <‘or|K)ration which practically controls the electric light, heal, and 
power franchises in this city. What the motive of the Whitney syndicate in selliti'r 
their interest to the Kockefellers may have Ixen no one pretends to Kiy anthorita- 
tividy. But there are all kinds of rumors, the most interesting or draiuatic of them 
being associated with Mr. Whitn(*y’s nanu‘.'’ 

Passing on to a furtluT jioint in the artich^— 

“The probahility is that it was deemed to the business a<l vantage of both int<*r(‘sts 
involved in the deal that the Rockefellers, througli the gas company, which they 
control, shoulil obtain the majority interest in the electric company. Theclei-trie 
company is of rectait (.irgaiiizatii.ni. Some of its achievements a little over a y(‘iu' 
were very brilliant. In a few W(‘cks, by the most skillful generalship, it oht:iiind 
control of nearlyall theele<‘tric light companies in the borough of Manhattan, as wtH 
as the al)solute control of one suliway and i)artial control of the remaining one in this 
borough. It incn^aseil it.s capital to |JG,00(),()()() for the jairpose, as nqxirted, of Imy- 
iiig out tlie electric storage battery corjurntticm of Philadelphia, and it madeat-Dii- 
traetwith the strtvt railway corporation, with which Whitney is iilentilied, to fiirnisii 
to it its surplus power. It was m position ultimately to take in all the gas<*ompaiii« s 
of this city, providnl they could be obtaiiuHl at fair pric(‘, and it is in all probahility 
due to this imrjiose that the corporation has passed into the I'ontrol of the gas cnin- 
pany with which the Kocrkefellers an^ identified. This companv is one of the giant 
organizations of New York. It Ints nearly 40 tnillions of capital, and was organized 
16 years ago U])on a plan of financing similar to that which chamcterizeil almost all 
of tin? modern industries. It took in 6 companieH, and it uiujiK^stioiiably aimed ah.'^o- 
lutely to control the entire market for gas, not only in Manhattan, but in the entire 
city of New York. 

“Its purjMisi^ was exa<4ly that which Governor Roosevelt especially condemned in 
the message which he subrnitU'd to the legislature t(Mlay. ItexpocUxI to possess Ha* 
absolute monopoly of .sidling gas (o Nmv York customers. Recently a very hitter, 
flotm^whatdaimiging, and excin^dingly interesting contest lias been in progress hclwcai 
this corjioration ami other gas eompaiiie.s and all the strut<*gy that modern htisim ss 
genius can suggest has lM‘en employed by Isith sidi« in this battle, and vet m illicc 
side is the victor. Rus-sidl Sage is defiant, although it is said that his chief Tea'll m I'H’ 
this quality is that lie is of the opinion that the otfuT interests are trying to get 
sion of liis company at a ririce that nqm .sents mmdi less than its real valm*. 

Wall street opinion, but Metropolitan Ulub opinion, which UfX>ii many things is <>1 
more value tlian that of Wall street, is that this colossal deal is sirnjily a movt^on wic 
part of the liockefidlers in the gn-at battle flndr gas company has been carrying -'n 
with others in tliis city for supremacy. The |x>8S<*ssion of thi^ electric company gi' c^ 
them an almost impR*gnable fortress, ami no doubt wo shall hear in the coiiivc "f a 
few ilays that the corporation has ac(juire<l control of the electric corporation, \vnJ< <* 
has pmcticiil mono]ioly in the borough of Brooklyn.” 
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O (Bv Mr. Kbnnedy.) Is that article signed Holland? —A. Holland, 

.ir I do not know the gentleman. I am not able to substanbate, of counje, 
the Sets. You gentlemen have it in your power to get the evidence as to the 

Bpecific tete. ) jjor you could not know definitely where this arti. le 

. fhe stock list bear or bull?—A. Not at all. I have absolutely no iiifonna- 

? on'abouf it I siinpiy quote from two newspapers of different political faith, in 
Xrm^t parts of the country, to show that there is at least in the public mind, as 
'ildlueiiceS by the newsiiaiiers, a strong bams for the assumption that there is now an 
h.rt on the mrt of those who have now great power to obtain stil greater power, 
luid that these facts tend to supjiort my assumption that all of this class of combina¬ 
tion tends toward monopoly. 

statutes are needed, but can not beulaoe the principles of the common law. 

What can lie done to remedy the existing evil of unlawful coinbinalions? That is 
a difficult question to answer. It is always easy enough o point out an <-' '•1'' 

„ so^v to suggest a remedy. The situation is peculiar, and the conditions so 
wiried^^ the interests so vast, that any remedy suggested '"'1^* p' ^ ^ 

*,.rcor less tentative and experimental. Nevertheless, while principles are peren 

tiiiSr As Burke says: “In effect, to follow, not to force, the iiiiblic iiiclma- 
ti.'i m give a direction, a form, a technical dress and a spociiic siiiiction U> the 
l ulral sen* of the coming is the true end of legislation * ‘ . * « 

n.rrihle indeed, if there was any power in the nation aipable of resisting its unani- 
nioiis desire or even a desire of any very great or decidcsl inajority ot the people.^ 
'Dh* iti‘oi>le mav be deceived in tlieir choice of im object, b\it T can scarcely coiu e \ 

•my choice they can make to be so very mischievous as the existence of any huma 

!lS!S!s5£s 

1 S lemlTti^^^ in tti« complex civilization existing m tins 

moil law and in Home dc^?roe incorporate l,>adsi>fU*n to unsatinfactory 

need of the principles of the common law is constantly reucweil. 

HUOOKHTIONH I-XIK LWUSLATION. 

With these rules in mind, the following ',dK.l^iTl.** They are 

hy wliieh some of the existing evils '"‘ly poN«' ' y ’ . lejrialatioii, but in the hope 
made simply as suggestions, not as eonipUted |ila i. £ u-nrihv of consideration 
that, among them nmy be found at least one tlim>si>'," hiel s « 

and of practical application when developejl. file™ ‘ ■ . under its geii- 

1. haieh State should make a 

eral wirporation statutes; and by statutes, ^ pjjj’p corporation 

enforce more strictly the doctrine of ultra vims, « > kee tmm <^0 L j 
within its legitimate functions. Penalties should he imiiosed, mdudmg lorienure 
charter, lor acta ultra vires. ,._„ii enveomtions nrivatc as well 

2. Each State should so readjust the gxS™ »mi" “iid 

as ipiasi-public, that their corporate functions shall t^ anawerahle to the public, and 
as careful official inspection ™ will uiake them fair y ■ violations of law, 
prevent them from exceeding their charter powers, and Irom \ioiauo 

pmyidc that no foreign corporation shall do business withm its 
borders without conforming to its law s. 
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4. Each State can provide that the ctockholders of a local corporation shall not 
combine, by agreement witli tlie stockholders of any other corporation of the same 
or any other State, anil sell or exchange their shares in the old corixiration for shares 
in the new corporation, when the effect of such agreement, and tlie formation of the 
corporation thereunder, is in general restraint of trade and tends to produce a 
“virtual monoixily.” 

5. lait Congress provide by statute that a corporation organized under the laws 
of one State, under conditions which violate the laws of another State, as being in 
restraint of tnule and commerce, or tending to create a monopoly, can not engage in 
interstate commerce ladween any other State and such jirohibitive State. To obviate 
the effect oi such ciuses as hold t hat the corporation of one State is a citizen of that 
State, as, for instance, those giving jtirisdiction to Federal courts on that ground, let 
Congreas, by statute, declare that foreign corporations have no rigid, as citizens of 
one State, to do business in another State. 

6. \M Congress provide that no State shall be allowed to grant incorporation to 
any corjxiration or association which is formed for the purpose of restraining inter¬ 
state commerce, or establishing and maintaining a monopoly in any commodity or 
thing, to be sold to the citizens of the several States; andif such corporation is forined, 
and engages in business for any of such unlawful purposes, the Attorney-General, or 
any district attorney under liis direction, shall ajiply for an injunction restraining 
such corporation ora.s.sociation from carrying on any such business. And jurisiliction 
should be given to the United Slates circuit court, as a court of equity, to fenjoin.siich 
corporation or lUHsociation, and all fiersons acting for it or under contract with it, from 
exercising its functions in another State and from sending its commodities into any 
other State. 

My attention has Ix-en called to the paper of IIoii. Francis O. Newlanda in the 
Rc'fXirt of the Chicago Conference on Trusts (]>. 30ft), and his principal snggi'stion of 
a remedy for the trust evil has so much force that it is adopted in this argument as a 
recommendation in aildition to those already given, viz: 

7. la-t Congress exercise the fiower of taxation vesteil in the Federal GovernmenI; 
a more far-reaching power than that exercised under the interstate-commerce section 
of the Constitutiiyii. 

As a practical suggestion tor a Ix'ginning, Mr. Newlanda says: “The first step 
stioiild lie the organization of a bureau of industry, somewhat re.sembling that of the 
Bureau of the Comptroller of the Currency, to which rejiort should be maile by nil 
corporations, showing the amount of their capital stock, their bonds, their income, 
their transactions, the number of ojicratives eiiifiloyeii, the wages fiaid, and all the 
other data which in time will present a mass of statistical information that will aid 
and guide legislation. Publicity itself will do much in the way of correcting evils, 
for detinite statistics will suggest delinite remedies. The tax at first inaiigiinitcil 
should lie moderate. It should reach at first only those great organizations whose 
evil effects uixm miKlern individualism are conceded, and reliance should be placnl 
upon the statistics accumulated later on to furnish suggestions for additional lax 
legislation.” 

With reference to the first suggestion alxivo made little neeil lie said by way of 
explanation. It merely relates to well-defined jiowers of the State, concerning (lie 
classification of corporations, which are now constantly exercised. Theilcminnl is 
for a stricter exercise of that iiower. The doctrine of ultra vires is well esteblishcil, 
and has Ixxm freipiently enforced with strictness; notably by the Supreme Goin t of 
the United States in the case of Central Tran.“])ortation Company r. Pullman’s Palace 
Car Comiiany (139 U. S., 24), and in other leading cases both before and since that 
case was decided, including the case of Me Ixi Vergne Refrigerating Machine Com¬ 
pany r. German Savings Institution and others, decided Octolier 40, 1899. 

As to the second pro()08ition, concerning greater publicity in the affairs of corfioni- 
tions, and State insjicction, the fiower is uniuicstioned. Already the people have felt 
the necessity for this jinblicity in certain classes of corporations, and for a miml«'i' 
of years there have lieen laws jiroviding for inspection and publication of the affams 
of such corporations. No one objects to the inspection of national banks by the < 
emment of the Unitixl States, or to the insiiection of banks generally, and the |iuhh' 
cation of their annual financial statement. There is even now a demand for a cinsi’r 
inspection of trust companies in some Stab s, where the laws do not provide forsiicli 
inspection. Recent legislation has jirovided for insiiection of building and loan asio- 
ciations. There is no reason, therefore, why a certain amount of publicity | 
not be required of every coriioration, since it is only the creature of the State. M'*’ 
objection really comes from persons who, having lieen trained under a system <’ 
corporation laws which enable a merchant to incorisirate his business, and therciiy 
limit Ilia liability, while giving to his business comparative perpetuity, have carnce 
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on Iheir business substantially as if it were unincorporated, until they bave come lo 
think that they have an inherent right to the secrecy and indeiKjndence to which 
they are accustomed. 

That each State has the j>ower to impose Uie condition.^ upon which a foreign <or- 
j)(>ration may do business in its Uirritory is practically undisputed. Mr. Fxlward 
K<'asbey, in an article in the 12 Harvard Law Review, pa^e 1, says: “The Supreme 
Court has * * * rei>eatedly <lecided t hat a State may impose such conditions as 
it pleases upon the doing of any business within its bordesrs, and that unleas the i!on- 
dition be (ompHed with the iirohibition is absolute.” (Citing Allgeyer r. Louisiana, 
Itif) U. S., 578.) 

The fourth proposition above suggested is bast'd u^)on the idea that the way to prts 
vent combinations is to reach the |>eople who enter into them. After all, wliilo the 
corporate entity is the thing to which the law technically looks in dealing w’ith a 
corporation ordinarily, the sU»ckhol<lersare the living representatives of tlie tictitious 
being. Furthermore, the combinations which are in restraint of triule, and which 
lend to create a monopoly, necessarily inijdy individual int(*nt. There is in the idea 
always the suggestion of a moral factor, a living being, <‘apable <»f thinking, and feel¬ 
ing, and acting u[M)n his thoughts and fe(dingH. 

In <lealing with boycotts the courts have always hehl them to lie essentially con- 
sj)iracies within themselves. The term “Iwycott” is e(piivalent t«» conspiracy. If 
this he true eoncerning laborers, wlio conspire by boycott to injure other laborers or 
other i)ebple, it is quite as imlisputable that a coiuhinatioii among capitalists, for the 
pnrpoHi? of fixing ^>rices and limiting outputs, an<l thereby depriving otliers of their 
rcspt'idive rights, is a coiispinwy. If, then, the effect of that conspiracy is in gt'iicral 
restraint of trade and temls to jiroduce a virtual monopoly, the laws sin mid Ix^ so 
frame<l as to interfere with those who, having stocks in local corporations, enter into 
agreements contr-ary to the law. 

The fifth Hugg(‘stion is predicated upon the power of Omgress to legislate coiieern- 
ing interstate commerce. Flainly, a State has the right to prescrilxj u|)on what cim- 
ditions foreign corporations shall do business within Its territory, exee])ta.s that right 
is limite<l by tlie interstate commerce clause. Now, a corporation having no natunvl 
riglits, a foreign corporation has no inherent right to do business in another State. 
That it may now ship gcxids into such other State, under the interstate conimer(*e 
elause of the Constitution, is din^ to the existing acts of Congress, or to the silence of 
('ongress on the suhjt'ct, ami tlu^ inferential riglds that arise therefrom. But if Con¬ 
gress s])eakH, ami ])rohihits such corporations from going into the Slate jirohihiting 
llu'm, what legal right of such foreign corporation is infringed, and under what 
constitution? 

In (he Original J‘ackage Casi* (Leisy v. Hardin, 1.35 U. S., 100) it wasdocidcvl that 
a.^tatnleof Iowa, which prohibited the importation and sale of intoxicating li<iuors 
within tlic iState, was in contravention of the interstate commerce clause of the Fed¬ 
eral (^)nstilulion. Mr. Chief Justice Fuller, in .stating the groumls iijxm which the 
decision was founded, said: “ Wheign’er, howev<*r, a particuilar powi^r of the General 
Government is one which must necessarily he exenased by it, and Congress remains 
silent, this is not only not a eoiK^i'^winn that the powers reserved by the States may 
he <*xerted as if the specific power liad not been elsi'wheri^ reposed, hut, on the con¬ 
trary, the fmly legitimate conclusion is that (he General Government intended that 
power shouhl not he affirmatively exc'rcist'd, and (he action of the States can not lx? 
l»<‘rmit(cd to effect that which would be incompatible with such intention.” 

In other words, the Supreme Oourl. of the United States decided in that case that 
the silence of Congre>w was resi*rvation of the power, and any action of the State dur¬ 
ing that silence which affected interstate commerce was so far void. 

(’ongress having passed an act to remedy the disturhaiice of the State police jx)wer 
cansixl by the Original Fuckage <lecision, that act came up for consideration in the 
case of In re Ralmir (140 U. S., 545). The act imivided that liquors transj)orte<l intx> 
a State sliould be subject to tlie operalioii and effect of the laws of such Statxs to the 
sanu' extcntiUH though prodiuxMl in such Slate. Mr. Ghief Justice FuIIit in that case 
said: “ The (Constitution (hx^s not provide that, interstate commerce shall Ikj free, Vait, 
by the grant of this exclusive |X)wer to regulate it, it was left free, except as Congrt'ss 
might iinjiose mstraint. Therefore it has lx*en determined that the failure of Oon- 
gO'Ks to exercise tliis exehisive power in any case, is an expression of its will tliat the 
suliject shall he free from restrictions or impositions upon it by the several State-s. 
(^Robbing V. Shelby Taxing District, 120 V. S., 489.) And if a law jiassed hv a State in 
the exercise of its acknovnedged j>owers, comes into conflict with that will, tlie Con¬ 
gress and tlie State can not oxxuipy the ixisitioii of ccpial opposing sovereignties. 
Because the Constitution dedans it supremacy, and that of the laws passed in pursu¬ 
ance thereof.” 
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So also in the reeenlly (leci<UMl (^ase of United States r. Addyston Pipe and Steel 
Company, Mr. Justice l*t‘t;kham said; “Underthis grant of |K>wer to Congress, that 
lK)dy, in our judgtm'nt, may ena(^t sucli legislation as shall declare void and prohibit 
the perforniancoof any contract iK^tweeii individuals or corporations where the natural 
and direct effect of such a contract will be, when carried out, to directly, and not 
a mere incident to other and innocent purposes, regulate to any substantial extent 
inttTstate comnieree.” 

The Supreme Court having thus so clearly laid dowli the rule that interstate com¬ 
merce is not necessarily free, but is subject to regulation and limitation by Congre ss, 
th(-*rc is no retison why the plan suggested in point 5 above may not lawfully bo nn-! 
ried into effect. 

The? same argument applies to the sixth suggestion, hut in addition it may be said 
that the rigid to enjoin that w'hich is by statute of tl^i^e Unite<l States dwlared to lx* 
unlawful has been n.?|K*atedly reec^niz(*d by Congreas. In the interstate comnuMri! 
act of 1H89, the antitrust act of 181K), and the tariff act of 1894, Congress empowenxl 
courts of equity to re-strain violations of the statutory prohibitions against monopolies 
and trusts. 

In addition to these statutory pre(!edents then) has always existed a power in 
courts of txpilty to laijoin acts ultra vires, at the instance of the Attorney-General, 
wlu'ii such acts were injurious to public right. An instance has already Ujen cited* 
in tlu‘ Kiiglish case of Attorney-General v. Railroad Company (I Drewry A Smalc,* 
154) , whore the chancellor enjoined the railroad company from carrying* on a coal 
business as being contrary to its charter and in violation of public right. And the 
authority is w'ell settled by a number of decisions, English and American. 

That Congress has wide and ample powers to legislate concerning matters whicli 
aff(‘ct intf-rstate commerce can not be doubted. Said Mr. Chief Justice Marsliall, in 
McCulloch V. Maryland (4 Wheat., 400): “Tlie Constitution of the United States has 
not left the right of Congress to employ the neoejssary means, for the executi<ni (jf 
the ])owers conferred on the Government, to general reasoning. To its enumeration 
of powers is added that of making ‘all laws which shall l)e necessary and proper for 
carrying into execution the foregoing powers and all other |X)wers vested by this 
Constitution in the Govermnent of the Unite<l States or any department tliereof.’ 
* * * * It must liave been the intention of those who gave these powers to insni'c, 
so far as human prudence could insure, their Ixinefieial execution. This couhl not 
be (lone by confining the choice of means to such narrow limits as not to leave it in 
the power of Congress to adopt any winch might l>e appropriate^ and wliicli were 
conducive to the end.' * * * * To have prescrilx*d the means by which Govi'in- 
inent should, in all future time, execute its i)Owers, would have been to change 
entirely the charach^r of the instrument, and give it the jiropcrties of a legal oxlc.” 

Gentlemen of the Industrial Commission, yon have before yon a diflicult and deli¬ 
cate tiusk. Yon have had under (“oiisideralion a variety of topics bedsides tlic snhji'cl, 
of trusts, but surely you have Iiad norieof grwUer importance. Notwithstanding the 
able argument winch you have hearl in favorof jiggregated (‘apital, it must he appar¬ 
ent to you that therein something in the (juestion of trusts which wa.s notcovered l>y 
that argumciit. IIow far thatomission has Ikkmi supplied and how fur theobjei-liun.s 
have lK*en answerc^d is a matter of small consequence if out of thi.s argument yon can 
derive one thoiigfit or suggestion wdiich helps you t<j reach the true solution of tire 
problem confronting you. 

In wliathjw lx;en sai«l there has lH?en but little effort to consider the future of Irnsts 
from a .strictly economic or commercial ix)mt view. Doubtless, tlio remark attrilr- 
iitcxl to Attorney-General Griggs is true, ami, in an immediate, direct, financial sense 
investors in many of the Ho-caII(?d tnists will l>e the worst sufferers. Some of llie 
tmsts are already shaking, and tlie exjdosion wlueh is almost cej^tain to come in a 
yeiir or so is likefy to be loud and disastrous. But this temporary and local conditi'"i 
does not affect the main (piestion. Those whicli explode first are likely to be I lie 
least dang(^r(ais. 

But, if the ]M)sition taken in this argument is true, the temporary success or failiuc 
of individual organizations is of little concern, compared witn the vital question ol 
the wrong done to the public by combinutiouH, which are unlawful, or whicli, in inc 
furtherance of justice, sliould Ix) maile unlawful. The laws of trade are more potcn| 
than the statutes of the State. Political economy will ultimately evade the effect '> 
judicial decisions. But if tlie public are willing to create artificial beings with 
to disturb the laws of trade and the rules of political economy, they must be p"^ 
pared to suffer the fate of the maker of the Frankenstein, which usM its senselcH^, 
unfeeling power to destroy its maker. _ ., . . 

That this argument has Inien so largely made up of (juotations is not 
An examination of the authorities discloses such a wealth of ideas, expressed m 
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choicest and most accurate language, by judges of the greatest distinction, speakine 
ex cathedra, that no one could hope, by the expression of his own ideas tnerelv to 
furnish a fitting substitute for the originals. Besides, that which is iinoted stands 
not as the opinion of an individual, hut as the recorded wisdom of the judiciary 
binding upon all men alike. From those decisions it is obvious that there is such a 
thing in this country as a trust, within the definition first stated in this argmnent- 
that there is such a thing as a monoiioly, which tlui courts condemn and declare 
void; and that there is, m the language of statutes and in the principles of the com¬ 
mon law, sufficient vitality to meet arid cotx; with unlawful combinations if some 
unlawful combinations have continueil to thrive, in spite of adverse decisions, it indi¬ 
cates that there are shrewd lawyers off tlie bench as well as learned judoi's on the 
bench. Nevertheless, the history of antitrust legislation and litigation shows that 
while the trust evil has not been overthrown, the trusts themselves hav(^ been driven 
to adopt ever-changing forms to escape detection and punishment. The laws were 
first formed to encourage aggregations of cajiital in the hands of coriiorations The 
aggregations of capital have advanced Ixsyond the design of those who first created 
thecoriioration laws. The laws are following close after them. In so far as the 
aggregations of capital are the result of natural economic laws, legislation ought not to 
interfere with them; but in so far a.s they are essentially unjust and oppressive they 
will ultimately be crusheil by the slow-moving power of pulilic authority as the 
oxprcjfjsion of public opinion. ^ 

Whereupon at 1.05 o’clock the coininissiou took a recesH mitil 2 o’clock m. 

Wahiiinotok, 1). 0., 

Sdtfmlay p. m., J<t)niani a, 19f)0. 

TheconiniiaHiou metat2.20p. m., Vicc-Cliairman Phillips p^esi<lin^^ 

Mr. (hiAKT.EH Claflin Allen aj^iu on tln^ staiul and examination resunuid. 

Mf^Nol’OLY J)ORS NOT NKCRSSAUILY IMPLY CONTROL OK NEARLY TIIK WliOLH PRODUCT 

OF THE COUNTRY. 

(h (Jiy Mr. Jknks.) You stated in your arjjumcnt that an orj^anization like Unit of 
the Federal Steel Company, which was made up of corporations not en^;aged in the 
sinne line of industry, but of corporations that contribute one to anotlier in the way 
of furnishing niw maUTial, did come under your definition of a trust.' I wish you 
wouhl explain that somewhat more fully, lieeause that did not sei-m to me clearly 
hrmiglit out. Ud us suppose that no one of these corporat’ons, before tlni combina¬ 
tion, produced more tlian 30 jier cent of the total output of the country. Now, if 
half a dozim of them—mines, steamship companies, rolling mills, wire mills—we will 
say, eoinldne, do they come under your definition?—A. Tlu^y do. 

Will you explain why and how?—A. I define a trust as Inking a eomhination of 
linaneial interests formiid with the intention of creating a monopoly. I usi^l the 
won! “intention” instead of “purpose” because the word “jmrpos'e” has to iny 
Miind a suggestion that there is in the conditions of formation or the articles of agree- 
nuuit of formation an expression of that purpose. I sought to get heyoud the formal 
ex|)rosHioii of the pupoae in the constaling instrumiRits. 

Q. Would you consider that an oixanization tliat did not control over 30 per cent 
ef the output would come under your definition of a monojxdy?—A. Perhaps, and 
iHThaps not. ^ Eaxdi case must necessarily he ctonHidore<l iu the light of the Sjiecific; 
lacl.s environing it. I endeavored to say that there were many (‘onsolidations of 
inter:«ts which no doubt follow natural iKxinomic, laws. Ther(‘ are undouht(Nlly 
many others which do not in themselvea create or iinmediah*ly and ajiprecialily tinid 
► cr(‘at(! a mono^ly. Therefore, as I said in the Ireginning of my writtmi statement, 

II a combination had not iu it the inhmtion of creating a monopoly, it does not come 
'vitliin my definition of a trust. I want to add, howin’or, that, hypotlietiially, if I 
saw a great railroad company forming a combination with the original i>ro<lacers of 
an entire region, though only a part of the entire country, and with a steamship (Com¬ 
pany who.se facilities were necessary for the continuation of tfie shipment from the 
^mirce of supply to the point of consumption, and especially if I saw added to that 
^^^^Wnations which collaterally aided in tlie combination, I should 
^ V purposes of my definition that was a trust. 

:♦• ^ would think that it would be possible then that, although the output of 
^ exceed 30 per cent of the total output of the country, it 

viw ^ would control so large a part within the locality that there would lie a 
^uai monopoly of the product, wonlif you?—A. Yes. If you will permit me to 


I See p, lisi 
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fto back of tho days of trusts and illustrate by somethiiif!; in my own experience, and 
give you the results of my investigation at that time, I can, perhaps, illustrate what I 
mean. In a certain manufacturing line, before the word “trust,” in its later sense 
was, so far as I know, invented, fa(;t8 were prcsenhsi to me upon wliich itappeared that 
in a particular industry in which my clients were engaged it was desired to combine 
for mutual interest, under such conditions that those engaged in the manufmduring 
industry, in the particular line, included all of what we may call for brevity the 
Mississippi Valley. By a usage of the busiiie.ss, as it ap[«ared, these particular man¬ 
ufacturing companies never invadial territory east of the Allegheny Mountains. 
There were other manufacturing industries of the same kind east of tho Allegheny 
Mountains whcwe market Wiis within that limit; but the market of my clients and 
that of those with whom they wisbe<i to combine was completely within the hinil.-i 
which we will call for brevity lietwecn the Alleghenies and the Rocky Mountain-i; 
and there was in existence besides this a trade usjige, tVhich did not amount toari 
agreement, that those east of the Allegheny Mountains would not invade any terri¬ 
tory west of the Allegheny Mountains, and those west of the Allegheny Mountains 
would not invade any territory east of the Allegheny Mountains. Tho ettect, how¬ 
ever, was undoubtedly to create a pool, as those combinations were then calleil, 
which was in general restraint of trade by controlling prices and limiting output, an(i 
I so advised. 

Q. The matter did not get into tho courts?—A. Did not get into tho courts. 1 use 
that not to state what I have <lone, but merely to illustrate what I beli<w(i to be the 
underlying principles, irrespective of the modern statutes and irrespective of tin! inisc 
use of the word “ tnists.” 

ARE TRADE UNIONS .MONOl'OUES OR TRUSTS? 

Q. Did I understand you to take the position in your argument that tho altitude 
of the courts had lieen sulistantially the same as rc-gards monopolic‘s, without matcTial 
change, for the last 2 or .1 centuries?—A. That is my understanding of the authoritiis 
from my investigation. 

Q. You called attention to the fact that within yonr definition would be included 
trade unions?—A. Yes. 

Q. And you called attention to .some of tbc earlier English decisions in which tiadc 
unions were considered monopolies and were forbidden?—A. Yes. 

Q. Do tbe (ourts still in either England or the United States lake that attitude witli 
reference to trade unitins?—A. The attitude of the courts in this country and tlic 
attitude of the courts in England, as I understand it, have not Ixien entirely hariiiu- 
nioHS in that jiarticular. There has been, I Udieve, an unmistakable tendency 
toward the recognition of the necessity if not the k‘gality of the condiination of lalior, 
and it is jiredicated upon the conditions which exist by’reason of the combination of 
capital. I rememlier, incidentally, that Mr. .lustice Holmi's, in the well-known case 
of Vegelahn r. Guntner, in the ll>7th Massaidiusctts, in a dissenting opinion on the 
question of ttie extent to which it is necessary for strikers to go in the matter of 
Imycott, delivers quite an interesting essay on the tendency of the times as being 
toward the conflict of the two great forces, and he declines to recognize the itlepiliiy; 
but it is to be notcil that Mr. .Justice Holmes’s decision wa.s a dissenting opinion 

Q. Is it not nevertheless true that the coUrt-s liotti m England and the United Stales 
ilo recognize that trade unions are legal combinations for the protection of tlicir nnm 
bers, for the purpose of securing higher wages than could lx; secured without I tic 

{ irotcction of the union?—A. 1 think there are statutes in England, and the courts 
lave certainly trendtxl that way. Therearealso somesbatntes in America which arc 
inclimsl to exempt trade unions from the statutes which declare invalid and, in some 
cases and for some purposes, criminal, combinations in restraint of trade. 

Q. Have the constitutionality of those statutes been called in question?—A. 1 am 
not clear in my recollection. I have a faint recollection at the moment that there 
has Ixien some adjudication ujion that in Illinois, but I am not sure and I am iiiialile 
to answer that question; generally speaking, they have not been. 

Q. (By Mr. FAiiquiiAR.) Isn’t there a wide difference between the trade union, 
regarded with its trust featunis, and a capitalistic combination, in one or two very 
nulical ^K)ints7 First of all, can not a trade-unionist or a workingman join a trade 
union without regard to ttie amount ol capital that he contributes, and has he not 
one vote and only one?-A. Yes; but will you jxjrmit me to qualify that answer? 1 
look mxin capital as stored labor. 

Q. lam looking more to the status, to find out where the workingman stands and 
the capitalist stands. First of all, is there not an open door for a man ti^oin a trade 
union, where he has an equal voice with all others in the union?—A. There arc so 
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niany phases of trade unionism with wliicti I am not in doiaii familiar tlnit it is very 
difficult for me to answer that. I should assume that in most traile unions ttiero 
was an equality of vote. 

Q. Ho IS one man and has no privilcgesover his iirother in the union?—A. I think 
not, generally speaking. 

Q. Is there not an intention, purpose, or whatever expression yon may make, to 
combine workingmen as a combination of tlie weak against tbe .strong?—A. Oh, 
undoubtetlly. 

th Is not that sufficient vindication for the formation of these organi7.e<l bodies of 
workingmen?—A. 1 am not attat^kingorganised bo<ii<‘sof workingmen; I am uuhinsl 
(o agree with the view that trade unions or<-ombinations of labor, by wliatever name 
they may las called, are absolutely iKamd to exist and must exist in' tbe condition of 
the centralization of capitalistic interest. 

ti. Now, under another definition, is not the essential feature of all triasts monop¬ 
oly?—A. I have tried so to express the idea. 

Q. Then every man who is m a trade union is simidy a inut; be ha.s not the com¬ 
mand of more votes to defend his own ca])ital than tfie man who has less capital put 
in. They are placed on the same equal groimil; tbe door is open for every goo(l 
workingman to come into that union and join hands in expanding ils wage power. 
Non', why can the word trust be aj)plie<l to organized labor?—A. Because 1 hiok upon 
lh<! trust as being the combination of financial iidere-sts. The right of Ihi' individual 
to pursuel)is callingi.s clearly laid down in the Case of Monopolies froni which I have 
read, taken from the 6th of Coke. Whether it applied to muons of laboring men or 
unions of cajritalists seems to me to make no essential difference, if Ihen? tai in tin! 
act itself the deprivation of an individual right. Does that answer the (piestion as 
you put it? 

Q. V'cs; that leavc,s it a little more open than the first part of your answ(‘r Irefore. 
In other words, is it not a fact, that divesting tbe idea of the siniplc! assemblage of 
men in tbe trade union, they are just exactly like tbe citizens who come together 
without or with political action and express for their own welfare', through that 
union, through tbe niles and discipline and regulations, that whicli is best lor tlieir 
welfare! and the Welfare of their familie.saneltbc wedfareeif theireunnuinity?—A. There 
iigain 1 sbeiulel have to answer by .saying that there se'em to lie very different kinels 
of traele unions. That some organizatieins of labor elo interfere with the imlivielual 
libe'rty of the workingman anil of others, I think, is beyonil que'.slion. The're si'cms 
III have U'l'n a great ilifference in different, organizations, anil some of the lalsir 
organizations have been led by minds which show a high degree of intelligence, and 
lliey have comported themselves with great discretion, ami 1 am inclined to think 
in the concrete nave resulleil in no substantial injury to olhei's; but there are organ¬ 
izations which have exerci.sed whatever power they had in a way other than by sim¬ 
ply coming together and voting, because they have undoubtedly exercised the power 
of exclusion to a point where otbei's were deprived of a |irivilege. 

Q. Only in the exclusion feature; simply nioditied by the apprcutice.sbip law or 
something of that kind?—A. They have, sometimes. 

Q. Is there a union in the whole United fttates that has not got its open door to 
the good workingman and the fair man to come in? That is the point I w ish to get 
at. There is no close monopoly in tbe union; it is not tbe syndication of wealth to 
control the rights of other parties and every man's rights. Are they not aiib.served 
in tbe organization itself and every man a unit in voting?—A. Ido not think the 
rights ai-e always subserved. 

tf. Oh, human nature, of course, fails sometimes; I gnml it. 

tf. (By Mr. KATciiKonn.) Do you hold that the trade union is a combination of 
financial interests?—A. It may Ix! and it niav not be. 1 should say that if it is fornied 
with the, intention of creating a monopoly, it is a trust. 

Q. Admitting for the time tieing that one of the [lurposes of a trarle union is to 
uicrea.se wages, there are still other purpo.ses—the )iurpose of shortening the hours 
of labor, the puriwse of providing for the sickness and death of its inemlHTs, the piir- 
i'lise of affording a decent burial to its members, the purpose of founding a lioiiie for 
disabled members, etc., all intended to improve tbe .social and moral condition of il.s 
nieinbers. Taking all of those things into iwcount, do you still hold that the trarle 
iiiuiin, even thou^ its purpose be to increase tbe rate of wages, i.s a combination of 
nnaiieial interests?—A. 1 am not quite able to go so far as you do. I did not mean 
to say so. The mere increasing of wages is not in iny judgment sufficient of itself to 
create a monopoly. The other elements which you have mentioned are absolutely, 
not only not objectionable, but most prai.sewortliy, and should lie encouraged m 
every particular; that is to say, taking care of the sick, burial, tbe educational ele- 
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ments, all those things which come from the combination of men to malrp i 
to promote the brotherhood of men; everything in the combination th«t 
ought to be encouraged. But in so far as they have used the power te iX, 

I say It tends to create a monopoly. Now, I do not specify this or that tr«n 

because there too many — . a r . . . at tnint* .. 

before me and I am not at..., 

unable to attempt to descrilie..itt,,,,*, 

It it comes withiii the (lehnition which I have given, it is a trust. 


('OMUINATION IS NOT WRONO l.V ITSELF, BUT MONOPOLY IS ALWAYS UNLAWFUL. 

Q- (By Mr. Clarke.) Have not the decisions of the courts, whether dircctwl 
against trade unions or combinations of capital, been,/ioiifined to the abiisi's ichuU 
mg from or incident to combination, rather than going to the extent of branding 
combination as such?—A. Of course. No court that I am aware of has eversaid that 
mere combination lietween individuals was wrong. A combination to do a lawful 
lud by lawful means is clearly right. The combination which is assailed by tlie 
courts is undoubtedly usually the combination whose abuse of rights—legal rights— 
is checked. You will please bear in mind that I have never said that mere combina¬ 
tion was wrong, either in law or morals. I have sought to hedge that, and that is 
why f reduced my definition to the briefest and tersest terms of which 1 was capable. 

Q. (By Mr. Jenks.) Did I understand you, however, to say that monopoly was un¬ 
lawful regardless of the use that was made of it?—^A. I believe that is a fair deduc¬ 
tion from the common-law decisions, irresiiective of statutes. 


HOW FAR MAY H'E EXTEND THIS NOTION, “AFFECTED WITH A PUULIC INTEREST?” 


Q. In your argument, as I understoixl you, you made no distinction Ixitween llie 
different cla.s.se.s of monopoly so far as legality is concerned, although you emimeralcil 
several classes. You spoke of natural monopolies; you spoke of those that arc oflcn 
called cafiitalistic monopolies; but the illustrations that you gave were taken ratlici 
more from the so-calleil natural monopolies, to use that term, than from tliosi, tlial 
are orilinanly called capitalistic monopolies. Have the courts regularly taken I lie 
same jxisition with reference to Imth, or have they a.ssumed that the public: liad 
more power of control over these gua.si-public corporations than over what arc nunc 
fre<]uently called private corporations?—A. Oh, beyond question. The courl.s lum- 
Ixxm chiefly engaged, until a very recent time, with the quasi-public coriiorations. 
The distinctively private corporation has developrxl as an ordinary incident of luisi- 
ness life, and for the most part in a harmless way, until the recent develnpmcnl.s 
liave brought about such conditions as have led you gentlemen to meet here lo cm- 
sider the evils growing out of that. But excluding one or two statutes, I mean .stat¬ 
utes ill the States and by Congress, 1 think it may fairly be said that they were' 
almost all directed at quasi-public corporations. 

Q. You userl this expression in your discussion, that “When property is clothed 
with a public interest,’b when usefi in a manner that makes it of public consequciu c, 
so that it affects the community at large, then the courts will make a special efforl tu 
control these corporations and see that they do not injure people. Has that cxiircs- 
sion, that property is clothed with a public interest, been applied by the courts them¬ 
selves to any of these corporations excepting those of a quasi-public nature?—I 
think not. 

Q. (By Mr. Farquhar.) The Addyston case?—A. That was not a corporation; 
that was an agreement between a number of persons. 

Q. (By Mr. Jenks.) That expression was not used.—A. No, they did not use thiil; 
but I want to say that the application of the Munn v. Illinois case was carried to very 
great lengths, it seems to me, in the North Dakota ease. Brass ». North Dakota, was 
it not? 

Q. Yes.—A. You remember that in the case of Munn v. Illinois much of the argu¬ 
ment of the court in applying its rule was based upon a state of facts which disclosed 
that there were some 14 warehouses and elevators in the city of Chicago whicli were 
so blended with the conditions of commerce as to have become an integral part oj 
them, and to Ixj associated Ixith with rail transportation and lake transportation, and 
it was under those circumstances that the justice, delivering the opinion applid dm 
law to the facts. And subsequently in the North Dakota case, as I recollect the facts, 
the situation was this; An individual was the owner of a moderate-sized eleyator m 
a little town—a little village of only alxiut 100 inhabitants. He in his pleadings set 
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fo«K;l^«^^S^™'dev»tor al«i^ entirely for the purpose of storing grain which 
he hM' WidlillMi hirt old from time to time purchase grain to ship to Giicago and 
sell in Mwr JBiwket under contracts previously made. He did, however, engage in the 
warehouse business to the extent of taking grain for storage when other pt^rsons 
offered it and ha had room. Under the statute, which was very general in its terms, 
and which was to the effect that any owner of a warehouse who stored grain for com¬ 
pensation should be subject to the regulation of 2i cents, I think, provided under 
the statute, his warehouse was subject to regulation because he had applied it to the 
public use under the general statute. Notwithstanding the peculiar facts of that case, 
which would seem to he a very extreme application of Munn v. Illinois, Munn v. 
Illinois was sustained by a majority of the court. 

Q. It has been substantially uniformly held, if I understood you, that it is within 
the power of the legislatures so to control the railroads, street railways, telegraph 
lines, and so on, all of these quasi-public corporations, as even to fix rates for them?— 
A. Yes. 

Q. But if I understand you, in these elevator cases, all of them, it is simply an 
extension of the principle to elevators because elevators are siippos^ also to be trans¬ 
porting agencies?—A. Precisely. 

Q. Now, the expression that I called up was, “When property is clothed with a 
public interest.” Would you judge that this late Dakota case would justify the 
extension of that expression to corporations that should have so nearly a monopoly 
of some necessary of life that the public were very much interested in it, as for 
example sugar, so that a statute fixing a maximum price of sugar would be upheld 
by the courts as constitutional on this principle?—A. I can not go so far as your illus¬ 
tration. In the application of law to facts, I doubt whether that would be held to 
be constitutional; hut if out of the complexities which environ the situation there 
<an Ix) derived a state of facts which makes plain to the minds of tho court that there 
is a public interest in the exercise of the functions of the corporation, I think they 
will extend the principle and ought to extend tho principle to that extent. In any 
siiecific emuneration of the circumstances I am not prepared to answer the question. 

Q Your lino of argument would seem to show this, that it it can be shown that 
one corporation controls, we will say, 90 or 95 per cent of the output of a necessary 
of life like sugar, that does in itself constitute a virtual monopoly; and, if I 'under¬ 
stood you, you thought that the courts under tho common law would probably stand 
rcaiiy to dissolve that corporation becanse it was a monopoly, and to hold it an illegal 
combination?— A. That is carrying the idea of the common law to an extreme extent. 
I sliould hesitate somewhat to go quite so far. If the corporation is legally organized 
ami is conducting its business lawfully, it is a serious question wheUier the courts 
liave a right to dissolve that corporation. 

Tim INTENTION TO CREATE A MONOPOLY IS ESSENTIAL TO THE IDEA OF A TRUST, AND 
IS TO BE SHOWN BY EVIDENCE. 

Q. How are you going to draw tho line between lawful and unlawful corporations? 
You used such expressions as unlawful corporations, unlawful monopolies, and so on, a 
great many times, and your words seemed to involve an assumption tliat all corpora¬ 
tions that were large enough and controlled enough of the output to have a virtual 
monopoly were, merely by reason of that fact, unlawful. Did you intend to take 
that position?—A. I think if you will analyze what I said a little more closely you 
will find it does not go quite so far. 

Q. That is what I wanted to fimi out.—A. The idea I had in my mind is very 
well defined in the Missouri case which I have referred to, where it is possible to 
trace into the incorporation itself the intent to create a monopoly. There the facte 
were different from what they would subsequently be made, no doubt. If the intent 
can be shown evidentially, I think the ultimate conclusion follows of the right to dis- 
togard the incorporation, to annihilate it, as contrary to the law against commnations. 
That was shown in the Lead Company case by the fact that the constating instru¬ 
ment or agreement between stockholders, whereby they vested all their rights in the 
trustees, conferred upon them specifically the right, and instructed them, as I recol- 
lecUt, to form a corporation to carry out the purpe^ of the trust. There was the 
evidence furnished that the corporation was a continuance of the trust. No doubt 
many corporations might be formed which would not have in them the evidences of 
a trust, and therefore uie court could not reach that element, which seems to me to 
w an essential part of the case; that is, the intent to create a monopoly; but I 
should consider that rather as evidential than as fundamental. Much of what I said 
had m view this idea first. It must necerearily be that in many cases existing abuses 
can not be corrected, beoiuse rights have become fixed; but for the purposes for which 
83a—-78 
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I am addressing this commission that makes ^o, diiference to me, because this com¬ 
mission is asking for methods by which those abuses can i)e corrected for the future- 
a,nd therefore whether or not the courts to-day will reach a little further than a givcii 
line is of less consequence, from my point of view, than whether they can be madi- 
by any fonn of law, even by constitutional amendment if necessary, to reach that 
further point, which is essentially a question of a fundamental abuse of power. 

Q. (By Mr. Clarke.) I judge, l)y what you have said in this answer, that you 
consider the intent in some of these corporations inferential from the existence of 
the combination itself, even when it is not declared in the articles of agreement, la 
it not your understanding that the decision of the Supremo Court in the Addyston 
pipe case turns U{)on the abuses which were clearly set forth in the agreement 
itself?—A. Yes; it was plainly a decision based upon a specific agreement which the 
court held to be in restraint of trade between the States, and as limiting the supply 
and increasing prices in connection with interstate commerce. 

Q. You have said that you wouhl consider the Federal Steel Company a trust. 
Y'ou have no .evidence that there is anything in their articles of agreement that ])ro- 
poses to set up a monopoly or to control production or prices, either or generally 
within a limited field, have you?—A. I am quite sure that you will find notWng in 
any answ^er of mine that pretends to have any iiei-sonal knowledge of anything con¬ 
nected with the Fctleral Steel Company. 1 was answering a hypothetical case in 
which Professor Jenks made use of illustrative terms; and even in thafccase I think 
I discriminated somewhat. I have nothing to say with reference to the Federal Btivl 
Company, because I have not adequate intormation. 

Q. The mere fact, then, that a corporation carries on a variety of business, the ilif- 
ferent kinds being contributory and heltiful to each other, does not in your judgment 
constitute a monopoly or a trust?—A. Not necessarily, as you stated. 

Q. (By Mr. A. L. Haruis.) As to the drawing of the line between the lawful ami 
the unlawful combinations of capita], is not that largely a question of fact?—A. 
Absfilutely. 

WHAT IS l.NTERSTATE COMMERCE? 

Q. (By Mr. Jenks.) So far as I am able to judge, the differences of opinion with 
reference to the powers of the United States courts over interstate commerce turn 
almost entirely upon the definition of the term. You have used the expre.ssion 
several times and have cited several cases in connection with it. Will you go into 
the matter a little further than you did in your argument? Will you tell us just 
what you mean by interstate comiperce?—.V. 1 will try, though you have opened up 
, a field that might lead to my reading you a longer paper than 1 read you this morn¬ 
ing if I were to attempt to cover the whole topic. 1 understand the formation of 
the Constitution of the Unitetl States to have been based upon two necessities: First, 
the necessity and the overwhelming demand of the ireople at that time that Slati! 
sovereignty should not Ixt given up; and on the other hand, the recognition by the 
framers of the Constitution that it was not jtossible to have a United States in fai t 
without BO defining the powers as to make a unified body for all purposes for whicli 
one nation was needed. The evils which had been found in the original Conferlcra- 
tion were principally derived from the want of central authority. It was manifest 
even in the days of the formation of the Constitution that to oiganize what were 
then 13 States, with jioseibilities of more’, and to let each have control of commerce 
betwwn the States, would lie to make 13 indeitendent sovereignties which would fall 
apart as the members of the original confederation haii fallen apart. Therefore, the 
clause known as the interstate-commerce clause, giving Congress jurisdiction over 
interstate commerce and all commerce with foreign nations and the Indian triixs, 
was made a part of the powers specifically conferred uixm Congress, that there miglit 
be one nation for the purjtoses of commerce. I understand the inferpretation of that 
clause by the Supreme Court of the United States to have followed along a lino 
W'hich interpretetl the power to be absolute in Congress the instant the quesliou 
became one of commerce between two States. Now, commerce between two Stales 
may go on in a great variety of ways, and I could not attempt to enumerate them 
from memory, but 1 will endeavor to express myself by saying that everything whicli 
is held to be distinctly within the purview of commerce between the States is hclu 
by the Supreme Court of the United States to be retained in the powers of Congrass 
until Congress specifically releases the limitation and itself defines regulations. 

(WOBESS SHOULP PEFINE INTERSTATE COMMERCE. 

Q. In your.fifth suggestion you say that Congress should provide by sta.tuto tliat ® 
corporation organized under the laws of one State under conditions which violate 



tBQlSLATION—PUBLIC CONTBOL:—ALLEN. 


1203 


the laws of another State, as being in restraint of commerce or tending to create a 
monopoly, can not engage in commerce between any other State and siicli prohib¬ 
itive State. In framing a statute along the lines of yonr suggestion, would it, in your 
judgment, be possible to deline in the statute itself what was meant bv interstate 
commerce in a way that might guide the courts?—.4. You ask me another difficult 
question. I am not in the po.sition of a legislator. The qualities which go to make 
up a legislator are somewhat different from those of the lawyer. Nevertheless I 
believe that the safe way to do would be to make definitions in'the preliminary leg¬ 
islation (autiouslv and a step at a time, so that exi)erionce might determine that 
which is wise and discriminate it from that which is unwi.se, even though it should 
not in the first instance cover all cases which might apis'ar to lx; dangerous. In other 
words, I believe in cautious and gradual legi.slation about such iniportant matters; 
hut with that statement I should .say it is possible to express in each statute within 
reasonable limits what is to be covered liy that statute. J>o 1 make mysedf plain 
now? 

(J. If I understand your answer, it would mean this: That a .“tatuto drawn in 
accordance with your suggestion filtsl here would enumerate two or tliree specific 
thingsThat were understood by Congress itself as being interstate commerce. Those 
definitions would be put into the statute itself with the expectation that the courts 
woulil follow that suggestion as to what was meant by interstate commerce?—A. If 
you are askiag me my opinion of the powers of Congres.s- 

Q. (Intprrupting.) It is not a question of powers; it is a (|ue.stion of judging the 

wisdom- A. (Interrupting.) The wisdom of framing a statute of that kind. On 

the line of wisdom I always believe in going very cautiously and very slowly. Attack 
each evil as you meet it, but do not legislate hypothetically or on mere abstract 
principles. 

y. There have been a good many statutes that have used that, expression “ inter¬ 
state commerce.” Bills are now pending before Congre.ss forbidding certain things 
that are connected with interstate commerce; but if I may judge froia your own answer 
a moment ago, nobody knows exactly what interstate commerce is. The question is 
whi'ther Congre.ss can aid in clearing u[) that matter in its legislation itself?—A. Oh, 
undoubtedly. I believe that the (larticular fmiction of Congress at this time is to clear 
up d(jubt by saying what it means and leaving unsaid what it does not mean. 

Q. That is, when it is legislating with reference to interstate commerce, it should 
define in the statute itself precisely what it means by interstate coimuercc for the 
]mrpo8e8 of that statute?—A. That is what I mean. 

Q. You think that it will attempt to define interstate commerce on that principle?— 
.4. Oh, undoubtedly. 

WH.VT IS INTEltSTATE CO.M.WEKCE (HE.SC.MEI)). 

Q. (By Mr. Stimson.) When a man in New York sellsgoixls to a man in Pennsyl¬ 
vania which are paid for in New' York, is that interstate commerce?—.4. The sale is 
made in New York, the goods are shipped from New York to Pennsylvania, the 
jiayment is matle in New York; my recollection is that the Ciises teinl io hold that 
that is a contract made in New York to be executed in New York; but for the pur¬ 
poses of my point here it ought to be interstate coimnerce. 

tp A man in New York sells goods to a man in Pennsylvania, but payable in Penn¬ 
sylvania; in other words, the title only passes in Pennsylvania. Does that make any 
difference in your mind? Is that more clearly interstate commerce than the other?— 
A. Under existing decisions, I think it is; from my point of view it ought not to 
make any difference. 

ti. I do not think so.—A. But under existing law it is, as I understand it. 

Q. Under existing law, of course.—A. I im<ler.stand there is a distinction. 

Q. Then the law to-day is that the test is w'hether the title passes after or liefore it 
leaves the home State?—A. Yes, I believe that is the main test. 

Q. (By Mr. PniLure.) Is an individual or a corporation engaged in interstate com¬ 
merce in manufacturing goods in one State and shipping them to another?—A. Yes; 
yes, that is interstate commerce. 

STATUTES AKE VALUABEE, EVEN IN ENFORCING PRINtTI’LES OF THE CO.MMON LAW. 

Q. (By Mr. Stimson.) You said that combinations of corporations in the same line 
of busine® always tend to create a monopoly—that is, they seek, they have a tendency, 
to maintain prices and limit output—and such you said have been declared ille^l 
under the trust statutes and also under the common law concerning restrauit of trade; 
that is substantially the sentence boiled down?—A. Yes. 
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Q. Do you know of any case in any State where any court has yet held such a 
combination unlawful under any trust statute that it might not also have held unlaw¬ 
ful under the common law in restraint of tr^e, leaving out for the moment this late 
St. Louis ca.se?—A. I think not. If there is any point of discrimination between 
cases decided at common law and cases decided under statutes, it is descriptive rather 
than fundamental, expressive of the language of the statute; but the decision is in 
nearly every instance founded on well-defined common-law principles. 

Q. (By Mr. Jk.n'Ks.) Would that answer of yours Imply this, that the antitrust, 
statutes of the different States that have been pamnl are practically unnecessary, ami 
that the citizens and their rights would be protected.as efficiently and as well under 
the common law as under these statutes?—No; I do not think so. I tried to show in 
my written statement that concrete conditions called for concrete statutes whi(;li 
shall so describe the objects sought to be reached th^t it will not leave the decision 
to antiquated forms. 

Q. (By Mr. Htimsos.) And does that amount after all to more than codifying 
common law?‘^A. Well, it is pro tanto codifiration, if you will; but while I am not 
an advocate of general codification, I am a believer in'a certain amount of codifiia- 
tion to carry out that same idea which 1 just sought to express, namely, that if you 
want to have the courts intelligently determine what the law shall be about the 
system of elevators in Chicago, it is wiser to define the obligations of the managers 
or owners of the elevators than to leave the courts to prolie back to Coke’s time ami 
find a little wharf rase to apply or not to apply, according to the individual judgi-’s 
view of whether it fits the case or not. But on the other hand, I have sought in my 
written statement to emphasize the fact that the strength of the common law lies in 
the fact that when the statutes are silent the courts will go back to those primeval 
times and, taking a case ba.sed ujxm the simple methods of that time, will apply it to 
the complex methods of the.se times. 

Q. In other words, such antitrust laws are valuable lor the purpose of informing 
the public as to what the law is, and possibly of informing not too deeply ^ucated 
lawyers or judges what the law is?—A. That is one way of putting ft; but I am 
unable to separate the judges from the public. 

Q. I am not attacking the trust statutes, but I simply want to know whether you 
think they have yet succeeded in getting any new principle?—A. No, I do not; but 
what I did want to say, following what 1 said a moment ago, was this; If the public, 
as you call it, needs education to understand a concrete condition, I am unable to 
deduce from my experience the conclusion that the judges do not need the same 
education; because, without wishing in that remark to slight either the learning or 
the ability of our judges, it is an undoubted fact that the judge is after all an exjires- 
sion of the public on all matters which rolate to public concerns and which are not 
strictly technical, along lines of individual interests. 

RESTRAINT OP TRADE TOO YEARS AOO. 

Q. Just to supplement what you said about how old this law is, you went back 300 
or 400 years. I find here this case, which you probably rememlier, but did not quote- 
the Abbot of Lilleshall, in England—which goes back to 1221, I think; it was only 
print^ a few years ago; that is nearly 700 years, is it not, and that applies to this, 
does it not?—A. Yes; and I shall be very’much obliged to you if you will refresh my 
memo^ by reading. 

Q. (Reading.) “The Abbot of Lilleshall complains that the bailiffs of Shrewsbury 
do him many injuries against his property, and that they have caused a proclamaliim 
to be made in the town that none tie so bold as to sell any merchandise to the Abbot 
or his men on pain of forfeiting 10 shillings.’’ That is the <ase.pubstantially.—A. 
Yes; 1 remember it in connection with the work I did once before, which involved 
an examination of that. 

EVIDENCE WHICH MAY SHOW THE INTENTION TO CREATE A MONOPOLY. 

Q. Now, to go from the oldest to the newest—this Missouri statute, which <locs 
seem to me to come as near as any antitrust statute to giving a new principle under 
the law—I want to ask just the clause of that statute under which the lead trust wiw 
declared to be a trust obnoxious to the law. I see section 1 of the statute says m 
substance, “No corporation organized under the laws of this or any other State for 
transacting any kind of business, etc., who shall create, enter into, become a mem¬ 
ber of, or a party to any pool, trust, agreement, combination, confederation, orunder- 
standing with any other corporation, etc., to regulate or fix the price of any article oi 
merchandise, etc., or to limit the amount or qusEtity of any article manufactured, etc.. 
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shall be deemed guilty of conspiracy and subject to this act.” That, I presume, was 
the section under which this corporation was found guilty?—A. Yes. 

Q. Now, there are two other questions I want to ask on tliat. In the first place, if 
you think on the question of fact, whether that corporation was under the prohibition 
of the statute, if it had gone to a jury it would have Ijeen decided as a fact that it was 
a corporation, as did this case?—A. That case did go to a jury and was reversed on 
the ground that certain errors had occurred, with orders to remand the case, us I 
recollect, for a new trial. 

Q. Now, my difficulty is one that you had in your mind, as appears from your 
using the word “intention.” The only word in this statute which you lain get that 
under is the word “understanding,” perhaps. “Confederation or understanding.” 
Those last words might include the intention—mere intention witliout the expressed 
purpose to create a partial monopoly, I presume?—A. Ye.s, but I think if you will 
follow down you will find just such language with referemw to limiting output or 
raising prices as being taken in connection with the word combination—that is the 
detiuition I have given. 

Q. You mean from the decision or in the law?—A. From the first section from 
which you have read almost at length: “Who shall create, enter into, become a 
member of or a party to any pool, trust, agreement, combination, confederation, or 
understanding, with any otlier corjioration, partnership, individuals, or any other 
person or association of persons, to regulate or fix the price of any article of mer¬ 
chandise,.or commodity, or shall enter into, becoinea member of, etc., any combi¬ 
nation or confederation to fix or limit the amount or (juantity of any commodity or 
article.” I think those words necessarily carry the idea of fixing that which is 
to n“sult in an injury to others, the fixing of prices or the limiting of the output, 
as tending to monopoly. 

Q. They do so far as the intention is expressed clearly, and 1 agree with you that 
they also do probably if the intontion i.s not expre.sKcd, but can Ixi read into a series 
of tramsactions, but the point I am I’oming to is in the case you put yourself. Sup¬ 
pose a combination of jmrsons, a combination absolutely legal in all resiiect-s on its 
face, where there is no increase even of rapital stock, where there is nothing wdiat- 
ever in any part of the transaction to indicate the fact of a combination, to create a 
monopoly, to raise prices and limit the output; but as men of sense, you and I know 
that they combined in order to do that, and that that would lie the result. How can 
you reach that by any statute that you can devise?—A. You can not, any more than 
you can prove a man guilty of murder by making a statute on him. 

Q. In other words, if you charge a ]X!rson umler this or any statute with lieing a 

a to an obnoxious trust, solely because you say you are willing to assume that the 
. of his actions will be to create a partial monopoly, is that a thing of w hich the 
law can take cognizance until it has hapfamed?—A. The way you state it, 1 think 
not, sir. In other words, you mu,st prove the elements for the cause of action, or 
your cause of action is demurrable; and if uixm a good petition you fail in your 
proof you go out of court on a demurrer to the evidence. 

(J. To put the case at the strongest, then, suiumse that all corporations, partner- 
shij)s, and individuals in a certain industry in the Uniteil States combiuo into one 
corporation which has an absolute practical monopoly, a HX) per cent monoiioly; 
them might be nothing in the by-laws or correspondence or anything you can see m 
the writing to indicate any intent to create a monopoly. Do you mean to say that 
they can not be reached under this statute, or any statute that could lie drawn, or do 
you not? I do not wish to put it iii a leading way.—A. If I were sitting as a judge, 
sir, I should probably have to decide that they did not come within the designation 
of the facts as you state them; but I should want very much to lx; a legislator to 
make some legislation that would bring them within something which did reach 
them. 

Q. Take that very case; is it quite so certain as that? Can not the judge leave it to 
the jury with instructions to find from the acts what the jury believe to be their 
intentions, although not expressed in writing, or on jiaper, or in any article or 
by-laws?—A. If I understand your hypothetical question, you have given me a ease 
in which there is no evidence of the cause of action; therefore, the court has no right 
to submit the case to the jury, tor as a matter of law there is no evidence before the 
court.. 

Q. Then, my difficulty is to see—I understood you to say that there are many 
trusts formed where the intention is not expressed, as in the Addyston c^, but 
where on its face it is a mere combination, although the motive and intention and 
the probable result are to create monopoly. I understood you to say that that could 
be met by legislation as it was perhaps met in Missouri.—A. It is pretty hard for me 
to segregate all I have said, or remember wliat I said exactly as you state it to 
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me. Legislation can not cure all evils. I tried to say that legislation is the expr«. 
sion of the public will applied to concrete conditions; it must be general. To prove 
a case you must have your facts within your legislation; that is, you may pass any 
number of statutes, and if you can not prove the facts the courts can not enforce the 
statutes. I did not niean to bo understood as saying that every combination in exist¬ 
ence to-day which might have in it the elements of the virtual monopoly could be 
reached, liecause you must be able to prove your case; and if I seemed to say that 
every combination of that kind- 

Q. I said some.—A. Well, everything I said as to what could be done with a com¬ 
bination in the courts was necessarily predicated upon proof of what formed the 
gravamen ef the thing charged. 

Q. Perfectly clear. But perhaps I can make clearer my difficulty by stating it in 
this way: I understood that you were a<lviaing remedies to cure tnists, and that you 
thought it was possible to devise remedies by statute which would help the case, and I 
also understootl you to say—these are my own words, perhaps—that the most insidi¬ 
ous form of thists was the one where many corporations or individuals combined with 
the intention of monojolizing their trade, but were careful not to show by anything 
in their articles, charters, franchises, by-laws, or correspondence that they had that 
intention. We are now talking atwit trusts which are at the l)eginning obnoxious to 
the law—I mean in their oi^nization primarily, before they sell goods. Now, that 
is a theoretical jxisition, and if you can not punish the intention of monopoly you 
can not punish anything, it reems to me, provided they have not shown their design 
in organizing their corporations.—A. I am sure, sir, that as a very able lawyer you 
will remember that the courts arc full of cases, from early common-law times to the 
latest reports, in which there have been actions brought Imth in law and in equity 
involving elements of fraud, and the courts have invariably declined to define 
fraud; but if they have had facts from which they could deduce the conclusion, 
as a matter of law', that there was a fraud, they have found on the petition or the bill 
in equity, as the case might be, in favor of the complainant. Now, the idea T have 
in my mind is closely analogous to that. You can only make your law with defini¬ 
tions which mean something, when there are facts that substantiate it, and you can 
not prove a case i^inst a corporation when vou have no facts. 

Q. I understand you to mean that although you may have merely this case, tlial 
alt or most of the corporations or finns in the line of business d(^e<lcd overall tlicir 
property to a new corporation absolutely, and although you had no facts, that ncvci-- 
thefess the court, or .the jury, acting under the court’s instructions, could infer fi-aiid 
from these facts; that is, 1 mean could infer the intention of monopoly from these 
facts?—A. 1 have been trying to answer your question in general terms.. It you 
will permit me to answer it in what { conceive to be the practical aspect, as I 
sought to make it in my written statement, I will state this: I find it difficult to imag¬ 
ine that that which is what yon and 1, as you have stated, understand or know to be 
a trust could be formerl of competing concenis between 8t. Louis and New York 
without somewhere in that long chain a link that we might get hold of, if we w ere 
attorneys endeavoring to present the case. 

HT.VTE SCPKRVISrON. 

Q. If I may ask two or three qtiestions on the recommendations. As to the second 
one, “ Each State should so readjust the laws regarding all corporations, private as 
well as quasi public, that their corporate functions shall to exercised under as inm li 
and as careful official inspection as will make them fairly answerable to the publn: 
and prevent them from exceeding their charter powers, and from violations of law, 
unknown to the public.” There you moan State supervision solely?—A. Yes, 1 bail 
reference entirely to the States, and I endeavored in my further explanation of that 
so to state. 

A CORPORATION OF NATIONAL EXTENT CAN ONLY BE DEALT WITH ON NATIONAI. 

OKOUNDS. 

Q. “Each State can provide that no foreign corporation shall do business witlim 
its borders without conforming to its laws.” That the States, of course, can do. iw 
yon think that the United States itself, with an act of Congress, could provide ttmt a 
corporation of Delaware could not <lo business in Massachusetts w'ithoutconformuig i 
the laws of that State?—A. That is a very difficult question to answer. It is rig 
upon the dividing line of State and Federal jurisdiction, rather at the ultimate 
ifl may say so. Believing as I do that there are defined powers given to 
with all powers implied necessary to enforce them, but that notwithstanding tne u 
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mate sovereignty was reserved to the Btates respectively and to the pcopk;—I do 
not wish to go too far in that suggestion, hut the utterances of the Supreme Court 
of the United States have gone so far that 1 am inclined to think that where 
legislation is a part of the inherent powers of Congress nothing can stop them; 
they will again in the future be declared to Ire, as they have been declarect in the 
past to he, supreme; and I want to ad<l that I believe that the tremendous con¬ 
centration and centralization of the industrial combinations from all parts of the 
country is going to be a very potent factor in developing that class of public senti¬ 
ment which finds expression in judicial sentiment, that if one corporation can con¬ 
trol all of the output of the country there is only one jiower that can deal with it. 
The corporation becomes in effect national, and it can only bo dealt with on national 
grounds. 

Q, The latter part of your fourth suggestion brings out much the same jxiint. We 
have already spoken of the substantial facts. You suggest that the States should 
provide that stockholders of local corporations shoulil not combine by agreement, 
etc., with the stockholders of other corporations out of the State when the effect of 
such an agreement and the formation of the cor]x)ration thereunder is in general 
restraint of trade and tends to produce a virtual monopoly. There also, 1 suppose, 
that would be determined by a jury, would it not? Whether the effect of such an 
agreement was in general restraint of trade would be a question of fact?—A. Yea, a 
question of fact; yes. It would deiiend upon the nature of the action whether it 
would be determined by a jury or not. 

roBEION CORPORATIONS SHOULD BE EXCLUDED ONLY ON THE GROUND OK GENERAL 
RBSTRAI.NT OK TRADE. 

Q. Your fifth suggestion seems to me to go to the length of stating implied author¬ 
ity ill Congress to provide that the corporations of one State shall not do business 
in another State when they are for various reasons objectionable and obnoxious to 
the law. Do you mean to go as far as that?—A. I am going to stand on the defini¬ 
tion, sir. I realize it is rather an extreme ground, but I expressed it along the lines 
which I have just lieen following as being, in my judgment, a matter which is 
properly construed a function of the National (iovernment; of the United States Con¬ 
stitution—under proper legislation, you understand. 

tj. Will you carry that Tieyond tlie case of being a tnist? What I mean is, your 
statute in Mi.ssourf, as we have just read, jirovidcs that a corjxiration of another 
State which is a triLst within the meaning of the law of Missouri, or belongs to a 
trust, shall not do business in Missouri and shall not enforce its contracts in Missouri. 
Now, suppose that the laws of Missouri require that stocks shall be paid for at par, 
in cash, and that stockholders shall be individually liable for debts, and that the 
laws of .Maryland do not contain either of these provisions; would you recommend 
that tile State action should go also to the extent of going into that and st'eing what 
was the organization of the corporation that was coming in to do business? I see 
Senator Hoar has recommended that in publii' and private very frequently of late, and 
that is why it is in my mind.—A. The fact that Senator Hoar recommended it would 
give it very great weight with me in the tii-st instance. I think it ought to have in 
it, sir, those elements w'hich I tried to express, as I remember, in my fifth point of 
general restraint of trade. Is that not it? 

Mr. Stimson. Yes. 

A. In every single corporation for home use, or for the many purjKises for which 
a corporation may be formed; but if the intent, or purpose, or the effect—if you will 
get away from the mere intent or purpose—is to lx; in general restraint of trade, I 
would have it in that way. 

GRADUATED TAXATION—THE POWER TO IN'VESTIG.Vt'E AS DERIVED KROAI THE POWER TO 

TAX. 


Q. Then on the seventh and last recommendation—’ ‘ Let Congress exercise the 
power of taxation vested in the Federal (iovernnient; a more far-reaching pow er than 
that exercised under the interstate-commerce section of the Constitution.” In the 
first place, I beg to ask whether you think that a tax by the United States uiion State 
eoriKirations, determined, let us say, by the amount of their eapitalizatioii, would be 
constitutional?—A. I think it woukl. 

Q. And then, going a step further; inasmuch as an advantage is gained, as all argu¬ 
ments show, by an aggregation of capital, would it be found constitutional to have 
something like a graduateil tax?—A. 1 do not thitik that makes a particle of differ¬ 
ence, if you apply It to corporations which are to be formed. As to whether or not it 
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could be applie<l to every corporation alreadjrformed I have some doubt, which I can 
not solve at this moment, because of the rights which might be claimed by a corpora¬ 
tion under existing laws and its present legal privileges. But I would like to elimi¬ 
nate that, l)ecause the main question is not what exists right now, but how to legis¬ 
late generally. Putting that question aside, the power to do that I believe to t)e 
absolute, because the corporation can have imposed upon it any conditions which the 
State or nation may determine—that is, the public, the lawmaking pow'er—provided 
that l)e attached when they become a corporation. J will not go so far as to say it 
could always be done in every instance to an existing corjwration. 

Q. And finally, would that power of taxation vested in the Federal Oovemmeiit 
authorize Congress to require any amount of investigation of the affairs of the corjKi- 
ration, in your judgment? I mean not simjdy the return of the amount of capital 
sto<k and the indebtedness, but should it go into the question of the amount of 
profits they mtwle in the preceding year, etc., and wages they pay, anything more 
than enough merely to fix their (»i)ftalizatiou?—A. About that I have some doubt, 
for this reason; The power of taxation has generally been construed to exist for 
the purpose 6f raising revenue primarily. Tlierefore if it be imposed as taxation 
under the general taxing power, it should Ix) for the purpose primarily of raising 
revenue. If it be imixised at the creation of the corjxiration as a condition of corpo¬ 
rate existence, it may bo anything yon choose, liecause it is no longer a tax as a tax, 
and is not projierly referable to the taxing power of the State, but is a condition 
imposed, and w hich is within the power of the State, by which the State receives the 
consideration. I think that is the point of definition. 

Q. That is clear; but, still, let us take corporations already existing. There are a 
great many, and it is possible that they could lie approached if any taxing law was 
passed. How is the (joverninent to detennine what the amount of tax sliouM lx; 
unless it can go lieyond the mere paper amount of stock and debt; how can it tell 
what the value of the corixiration stock and franchise is unleas it goes into the earn¬ 
ings, for instance?—A. I fear I misunderstood you. Are you asking whether tlicy 
can get infonnation from the corixiration? 

Q. I am asking whether the taxing fxiwer of the (lovernrnent would authorize it lo 
establish a bureau, or officer, or commissioner, with authority to enforce colleclion 
of the tax and returns from corporations, not only on the amount of stock.s ami 
bonds, but on their wages, profits, earnings, etc.—A. I believe they could. 1 did not 
quite understand your question. 1 thought you referred to the amount of taxation 
which might be imposed. 

Q. (By Mr. A. L. IIabbis.) When does the control of the State leave off and tin; 
control of the Federal Government liegin, in your opinion, u(X)n goods manufactured 
in one State and contracted for in another State?—A. I think the dividing line is the 
delivery to the representative of the purchaser, whether that representative be the 
purchaser himself or his agent, or, in the ordinary uses of trade, a common carrier. 

Q. Delivered to the common carrier to be transmitted?-—A. Yes. 

Q. And not ne<«88arily have to pass into the other State?—A. No, sir. 

Q. Or even in transit?—A. 1 think it is in transit, sir, in the common sense of the 
law, the instant it is delivered to the common carrier. 

Q. (By Mr. Stimson.) Your question suggests one question that I want to ask. la 
your Missouri trust case, w’hich has been decided against this corporation, if it is 
sustained on appeal, that corporation wilLbe practically shut out from doing busiac.ss 
in Missouri. But Ls there, even under your Missouri statute to-day, anything to pre¬ 
vent that corporation from selling these same goods in question to an individual in 
some other State where the corporation is established, or that individual froin carry¬ 
ing the goods into Missouri?—A. No, sir; and that is why I make the suggestion that 
under statutes to be enacted any point that is against the corporaUon itself should 
hold against any person acting by or for it or under contract with it. In cither 
words, it is a very easy thing to elude such a law as that by just simply selling to 
somebody in the same town, if you will, a factor, or anybody; but I would have the 
law go back to the intent itself. 

Q. And you think you could get behind them, do you?—A. Yes; I do, sir. 

Q. In the case of a'factor, as you say, and there would be more than one factor in 
the town, of course—20 or .30—and some days the American Sugar Trust sells to one 
factor and some to another, and when he comes to Missouri with the sugar, do you 
think you could reach liack to that factor?—A. I believe you could. I want to ray 
some of my opinions are not predicated upon mere adjudicated cases. The question 
of the power of the courts, of the Congress of the United States, and of the States, is 
not easy of solution on any one question, to say nothing of so many questions as are 
here involved; but I observe that, although it has Ixien supposed that Congress coii 
not create corjxirations—I always' believed it could not create corporations 1 may 



LBQiftLATION—PUBLIC CONTROL:—^ALLEN. 


1209 


Bay that when they wanted to find a way to subsidize the Union Pacitie road they 
found a way to do it^ and whenever they wante<l to do various tilings of that kind, 
which do not immediately occur to yie, but wliich have been in effect tlie creating of 
corporations, they have succeeiled in doing it. 

Now, the ijuestion we have been discussing, or that I have tieen meaning to discuss, 
has had in it primarily industrial conditions which can never be segregated into 
States. 1 believe that Congress has gone so far and the Supreme Court has gone so 
far in construing the acts of Congreas that they can not stop short of the exorcise of 
all the power that is necessary to make the Covernment in fact, what it is in name, 
in all the functions which appertain to the Federal Covernment under the Constitu¬ 
tion of the United States; and so I have sometimes said things which I did not have 
authority for. 

Q. (By Mr. A. L. Harhis.) Woulil it need a constitutional amemlment, in your 
opinion, to give to Congress the power to grant charters for interstate eorporatioiis?— 
A. 1 am conservative on that point; 1 think it would. 

Q. (By Mr. Stimson.) One step further. Suppose the buyer does not even buy in 
Missouri, but he or his buyer goes into Pennsylvania, where we may say sugar is, 
and buys his goods there of the objectionable corporation; can you reach that by any 
process of law?—A. And ships it to Missouri, you mean? 

tj. I may say ships it to himself in Missouri.—Under the existing law I do not 
tliink that can be done, sir; but X should be disposed to say, frame a law by which 
it could be done. 

Q. Your Missouri buyer bought his goods in Pennsylvania. Hasn’t he a constitu¬ 
tional right to carry his own property into Missouri?—A. Yea; and as you state the 
liropo.sition, I think 1 want to modify what 1 said. You can not reach it unless upon 
a basis of intent under some statute, and you can not, to my mind, supply the 
Intent; but if that element be added, you could reach it. 

(j. (By Mr. Piullij’S.) If such were the habit in Missouri, to buy in Pennsylvania, 
or other States, from all or a very large number of these trusts, and ship there, would 
it come under the Missouri statute by intent to evade the law?—A. There you get 
what I mean as to intent; the custom would hardly cover it. Each case must stand 
upon its own proof; custom might possibly tend to show' what they intendwl to do, 
but I think it would be evidential only. As I said, the custom alone would not be a 
snUicient basis to make a ca«e. 

(i. (By Mr. Fakoditar.) You speak of State legislation in respect to the remedies. 
Slate legislation could not give an effectual remedy unless it was similar in fonn all 
over the l■ountry, could it?—A. If by that yon mean to say that its effects would lie 
uniform, undoubtedly. The State law has no force outside of its own domain. It 
might, however, under certain conditions, help Mi.ssouri, considered by itself, to have 
a statute—even though Illinois, acrixss the river, did not have it; it might effect a 
partial Ixmefltj although that might not reach the root of the evil. 

Q. At any tune since the organization of the (iovernment, has unifonnity of State 
leguslation ever been secured?—A. Absolutely not; but I undertake to say there never 
w ill lie, notwithstanding the very admirable efforts made by the commission and 
the committees of the American Bar Aasociation to produce it as near as possible, the 
difliculty being that, if you had the legislatures of the 45 States adopt the same law 
to-day, the following legislature is not bound by the act of its predecessor, and would 
be very prone to change it according to its own fancies. If by that I seem to dis¬ 
courage the idea of trying to get uniformity, I want to say I am far from that 
attitude. On the contrary, I think a jiartial or approximate unifonnity may lie 
created. Every word that has been uttered along these lines is valuable for that pur¬ 
pose, because it is all educational. It tends to form better, more thoughtful, and 
well-considered legislation, so that people will be satisfied, not merely because it is 
uuiforin--for they will not care for that in several States—but beiause it is the best. 

Q. Is it not somewhat of an anomaly that only a forty-fifth part of the State 
sovereignty of the United States can create a corporation that can command, and 
ixissibly control, a national market as well as an international?—A. It is not only 
an anomaly, but it is a very serious danger. 

_ Q. That leads to the question whether the privileges that are granted to a corpora¬ 
tion in the State of New Jersey can invade the State of New' York a^inst the well- 
Ixiing of that State, and what remedy the State of New York has against the State of 
New Jersey?—^A. I have endeavored in my suggestions to cover the two forms of 
that. First, let New York legislate for that whicn is properly a matter of State legis¬ 
lation, and exclude corporations which she does not wish. Let that action be sup¬ 
plemented by Congress to such an extent that New York shall not be invaded under 
of nghts under the United States Constitution. 

W' (By Mr, KsafKawf.) Governor Eoosevelt recently complained that the convict- 
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liiade goods of other States are carried by interstate commerce into the State of New 
York to the detriment of New York working people, they having taken the convict- 
made goods of their own State off the market; and he (rails tor national legislation to 
remedy that evil, forbidding the carriage of convict-made goods into the State of 
New York. Is it competent for Congress to pass a law to prevent the carryine of 
convict-made goods of one State into another State?—A. 1 have no doubt of it. 

Q. (By Mr. Pnn.i.irs.) That has been disonssed very fully, and there is a differ 
enee of opinion in regard to it. It has been before the Ijibor Committee for years 
in the House, and I think the consensus of opinion is with Mr. Allen that it wouKl 
be competent for the United States to do that. 

Q. (By Mr. Stimson.) I suirpose that the first sale of convict-made goods can ixr regu¬ 
lated; but suppose tliey are sold in Ohio to another man, a private citizen, an<i tlieu 
he tries to go to New York. Do you go so far as to say Uiat that also can he iirc- 
vented, if the title has passed out of tire original manufacturer and out of the State?— 
A. Mr. Chief Justice Fuller says that under the United States Constitution there is 
not a right to an alrsolute free interstate commerce, but that this is a matter suliject 
to the P'gulation of Congress. If you will rememlier the original-package easi' the 
Supremo Court said that under the silence of Congress the ri^it was reserved til the 
United States to control the commerce in packages going into that State, liijuor or 
otherwise, and that the law of the State of Iowa was voiil as to any packages goiic' 
in in that way. That case, you remember, was followed by the statute, to which I 
have made reference in my written statement, which provided that packages of 
liquor that are taken into that State should lie made subject to the laws of tlial 
State, and from that time on they were so subject and so held in re Rahrer. Tlicic 
was affirmative legislation by Congress declaring that that which was the subject of 
interstate commerce could l5e brought by Congress within the purview of the State 
laws. 

Q. Do you think there is any distinction due to the fact that it is intoxicating 
liquor, which is universally suliject to police regulation, and perhaps somcwlia? 
obnoxious inherently in the minds of many tieople- A. A fortiori, to tlie con¬ 

trary under the decision in the original-package case. They put up the police 
power of the 8tajo on the one hand, the strongest power the State has, ami on tlie 
other the Federal power over interstate commerce; and they said, bearing in ininil 
the limitations of the State ]xilice jiower and the necessity for enforcing it to the 
furthest point, the law of the United States was predominant as to that which was 
interstate eommerci?. And this would apply, I think, much more strongly wliciv 
there was no police power involved. 

Q. (By Mr. Ratcuford.) Assuming that uniform laws were passed by all tlic 
States, is there not great danger that the supreme courts would pass upon these laws 
adversely in some cases?—A. Oh, yes; the danger of their overthrowing the uni¬ 
formity, if that is what you mean; undoubtedly, sir. Different courts in different 
States w’ould interpret them each for itself, and each would be supreme within its 
own jurisdiction. 

Q. That danger seems to lie perhaps as great a danger as anv, does it not?—A. Oh, 
yea. 

Q. So far as uniform laws are concerned by the States?—A. Yes. 

Q. (By Mr. Stimson.) In connection with the commissioners of the States, i hin c 
been for years the commissioner of Mas&ichusetts, and have b^n vice-chairman and 
secretary. I have not found that so much of a difficulty as either of you gentlemen 
think. And another thinj;, we have not found that it is difficult to Hold a uniform 
law when it is once established. VVe have now, in 21 States, I think, a uniform law 
upon bills and notes, and it has been attempted to mixlify it in proliably half of them 
since it was pa.ssed, in slight particulars, and universallv, with the exception of Ahi.«- 
sachusetts, the argument for uniformity prevailed. The people and tlie Icgislatm-s 
were intelligent enough to see that uniformity was a greater thing than a slight local 
objection, and they have defeated every proposition to amend any uniform law that 
we have had iiasseil, except one, and that was in Massachusetts on the 3 days "1 
grace, which they did not like for various reasons, last year. We also find that dcct- 
sions of the courts are uniform, because they cite each other. They know the Itiw 
uniform, and the court of Missouri will reganl the court of Massachusetts ay prac¬ 
tically of the same State. It knows it has the same law, and it has been prcviottsly 
interpreted, and it will be followed. There has not yet been an instamje where a 
imifonn law has tieen set aside by the courts of one State in its interpretation. 

Q. (By Mr. Ratcfiford.) To show the force of my (question, I have a case m 
mind, and I want an opinion from the witness and Mr Stimson, either of them. 1“ 
it not a fact that simiiar laws have been passed in two or more States, and 
some of the States where they have been passed they have been declared unconstitu- 
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tional, while they have etoodandare still in operation in other States?—A. Undoubt¬ 
edly, sir- Ml"- Stimson, I see, nods his head in agreement. 

Mr. Stimson. But when the State has a guide, when it is under the provisions of 
an agreement, this uniform law, which the United States and all States are adopting 
in order to meet the conditions, then it seems that when a strong hint is given that 
it is a national affair these laws are not likely to be held unconstitutional, because 
we do not recommend them except in matters about which there is very little differ¬ 
ence of opinion, so that the question which you have just mentioned is not practical. 

Q. (By Mr. A. L. Harris.) And the courts, as a rule, follow the decisions of 
courts in other States in the absence of conflicting decisions? 

Mr. Stimson. They do, as a rule. 

The WiTNBSS. That is, they follow alxiutaa near as they follow their own decisions. 

Q. (By Mr. A. L. Hari^s.) In general, I mean?—A. Yes. 

(Testimony closed.) 
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It seems to be generally conceded that there is need of a stricter control than now 
exists of the large corporate combinations, monopolistic in tendency and dominating 
in bict, which are the most striking feature of our present industrial and commercial 
development. How this stricter control shall be attained is partly a question of con¬ 
stitutional power and partly a question of political and economic expediency. Tbe 
[irolilem concerns itself with two classes of coriiorations—those engaged in interstate 
commerce and those not engaged in interstate commerce. Most of the corporalions 
of both classes are the creations of State legislation, and normally would be within 
the control of the State that created them. But most corporations having any con- 
siderahle business pass beyond the borders of their own State and into the territory 
of sister States, and when within the territory of another State they become subject 
to the laws of that State or of the United States, so far ca those laws may constitu¬ 
tionally operate upon and affect them and their business undertakings. Thus the 
[iroblem of corporate control may involve three factors—the State that creates the 
corporation, the State into which it goes, and the United States. 

Briefly stated, the result is this: If the corporation is not engaged in interstate com¬ 
merce, it is subject to control by the State of its creation, subject to the constitutional 
prohibitions against impairing the obligation of contracts and depriving it of its prop¬ 
erty without due process of law. It becomes subject to the laws of any other State 
into which it goes, and that State may regulate its operations even to the extent of 
prohibiting it from doing any busine^ there whatever. What a State may do with 
corporations of its own creation it may do with such foreign corporations ailmitted 
within its territory. (Hoper v. California, 165 U. S.,(148; New'York State c. Rolierts, 
171 U. 8., 658; Onent Ins. Co. v. Daggs, 172 U. S., 557.) If, on the other hand, it be 
engaged in interstate commerce, then the third factor—the United States—must be 
introduced, for since the Federal Constitution gives to Congress the power to regulate 
Interstate commerce no State may usurp that power either by denyingto the corjiora- 
tiou the right to conduct business in the State (Pensacola Telegraph Co. v. Western 
Union Telegraph Co., 96 U. S., 1; Cmtcherc. Kentucky, 141 U. 8., 47) or by i^u- 
lating or taxing such interstate trade (Brown r. Maryland, 12 Wheat,., 419; State 
Freight Tax,15 Wall., 232; Gloucester Ferry Co. c. Pennsylvania, 114 U. S., 196), 

If the corporation be one employed by the National Government for some end of 
its own, still lees may the State deny to it neeessarv privileges or regulate its business. 
(Stockton V. Baltimore and N. Y. E. Co., 32 Fed. Eep., 9; Horn Silver Mining Co. v. 
New York State, 143 U. 8., 305.) . . v , 

The result of this distribution of powers under the Federal Constitution has been 
to leave the States largely helpless to remedy evils which are thought by the people 
of the States, or of some of them, to be a menace to their welfare, in yielding con¬ 
trol of interstate commerce to the Federal Government there has b^n naturally 
some serious loss to the States in general governmental power, quite distinct from the 
mere inability to regulate commerce. In the desire to avoid the evils of separate 
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and antagonistic control of trade and commerce the States have deprived themselves 
of the power to control their own internal affairs whenever those affiurs are connected 
in any direct way with commerce between the States or with foreign nations. 

In this situation of affairs the question naturally arises, What is the appropriate 
remedy? Laying aside all suggestions of change m the organic law, it would seem 
that there are three possible solutions: 

First. The present system of dual control may be maintained with an increased 
liarmony of action among the States and between the States and the National Gov¬ 
ernment, such harmony of action being directed toward the stricter control of 
monojiolistic combinations. 

Second. The National Goveniment may, by Congressional action, give to the States a 
la^“r, perhaps an exclusive, control of corporations engaged in interstate TOmmenv. 

Third. The National Government may take to itself a larger, perhaps an exclusive, 
control of corporations engaged in interstate commerce. 

The first proposition demands an examination of the constitutional provisions hv 
which the i^jlative ixrwers of the State and Federal Governments are determined anil 
of the effect given to these provisions by judicial decisions. 

Three provisions of the Federal Constitution confer upon Congress the extensive 
powers “to n'gulate commerce with foreign nations, and among the several Statca 
and with the Indian trities;”* “to lay and collect taxes, duties, imposts, and excises;”^ 
“to establish post-offices and post-roads.”’ 

The exercise of tho.se comprehensive powers may be said to be subject to these 
limitations; “ Diroct taxes shall be apiwrtioned among the several States * * » 
according to their respective numbers;” *“no capitation or other direct tax shall 
l)e laid, unles.s in projiortion to the census or enumeration herembefore direcleil to 
betaken;”’ “no tax or duty shall be laid on articles exported from any Stale;’'' 
“no preference shall l)e given by any regulation of commerce or revenue to the ports 
of one State over those of another, nor shall vessels bound to or from one State he 
obliged to enter, clear, or pay duties in another;”’ “no pt^rson shall I* * * * 
deprived e>f life, lilterty, or property without due process of law;”* “the citizeii.x of 
each State shall be entitled to all privileges and immunities of citizens in the several 
States.’” 

The above powtirs and limitations have been the subject of a very large nmnhci of 
decisions by the Supreme Court. As thus interpreted the provisions may Iw sjiiil to 
measure the power of Congress over interstate commerce and the extent to which 
such control has been taken from the States. The conclusions may be stated first in 
general terms and afterwards in the form of specific applications. In general lenns 
these conclusions are warranted; In the matter of interstate commerce the Uiiiteil 
States are but one country. (Robbins c. Shelby Taxing District, 120 U. S., 48!t, 

What is commerce is to lx; determinetl by the usages of the commercial world and 
not by the declaration of a iiarticular .State. (Bowman c. Chicago & N. W. Ry., 12") 
U. S., 4155; Leisvr. Hardin, 135 U. S., 100.) 'The reasons whichmay havecau.si'd (he 
framers of the (Constitution to repose the power to regulate commerce in Congivs.H 
do not affect or limit the extent of the ixiwer. (l-eisy r. Hardin, 135 U. S., 100; Aihly- 
ston Pipe & Steel Co. r. United States, 20 S. C. R., 96.) When Congress has not acted 
its inaction is to be taken as an indication of its will that commerce shall be free tieni 
any restrictions. (Robbins c. Shelby Taxing District, 120 U. 8., 493.) State laws 

g as-sed to regulate interstate commerce art invalid. (Gibixms v.'Ogden, 9 Wfieal., I ) 
tate lawsixtssed with another intent or in the reasonable exercise of the police power, 
but which incidentally affect interstate commerce, are valid if local in operation ami 
rea.sonable in their incidental effect upon such commcrix;. (Wilson r. Blackhird 
Creek Marsh Co., 2 Pet, 245; Mayor v. Milns, 11 Pet, 102; Cooley *. Board of 
Wardens, 12 How., 299; County of Mobile v. Kimltall, 102 U. 8., 891; Morgan Steam¬ 
ship Co- r. Louisiana, 118 U. S., 455; Plumley v. Massachusetts, lS5 U. S., 461; Hen- 
nington v. Georgia, 163 U. S., 299; Patapsco Guano Co. v. North Carolina, 171 I’■ 'S., 
345; Lake Shore & Mich. So. Ky. v. Ohio, 173 U. 8., 285.) But State laws which 
unreasonably affect interstate commerce, although passed for local purposes or in (he 
exercise of the police power, are invalid. (Passenger Cases, 7 How., 283; Wciton 
Missouri, 91 U. S., 275; Walling v. Michigan, 116 U. 8., 446; WalMsh, etc., R. <’■ Illi¬ 
nois, 118 U. 8., 657; Robbins v. Shelby Taxing District, 120 U. 8., 489; Ijcisv i. 
Hardin, 1.35 U. 8., 100; Schollenbergera. Pennsylvania, 171 U. 8., 1.) 

The application of these general conclusions to specific cases enables us to appreci¬ 
ate the comparative impotence of the States in the matter of controlling 
commerce or the persons or corporations engaged in it. A State can not excluuc 
foreign corporation engaged in interstate commerce. (Pensacola Telegraph Go. 


■Art. 1,8.3. Urt.1,8,1. »Art.I,8.7.. Urt.1,2,8, •Arl.I.ft't' 

•Art. 1, 9 , 6. 'Art. 1,9.6 SAmeud. V. *Art. iV, 2,1. 
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Western Union Telegraph Co., 96 U. S., 1; Crutcher r. Kentucky, 141 11. S 47 ) 
A State can not tax a corporation upon its interstate commerce (Bnjwn o Maryland 
] 2 Wheat., 419; State Freight Tax, 15 Wall., 232; Gloucester Ferry Co. v. Pennsylvania’ 
114 U. S., 196), not even though created under its own laws (Philadelphia, etc Steam¬ 
ship Co. V. Pennsylvania, 122 U. S., 326). Nor can it tax the agents of such a cor¬ 
poration or of a natural person for the privilege of doing business in the State 
(Wallingy. Michigan, 116U. S., 446; Robbinsc. Sbelby Taxing District, 120U 8 4W)) 
A State can not fix the toll on a bridge connecting it with a sister State and owned 
by one of its own corporations. (Covington, etc., Bridge Co. c. Kentucky 154 IT S 
204.) AStatecannotfixarateforcarryinginterstate commerce. (Wabash,’etc. Kwy! 
(I. Illinois, 118 U. S.,657.) A State can not absolutely 6x the rate.s for the carriage 
of domestic (intrastate) commerce, for if its rate be held unreasonably low tbe legiste- 
ture deprives the carrier of property without due proce.ss of law. (Fourteenth Anicnd- 
rnent; Smyth v. Am^, 169 U. S., 466.) A State can not require carriers to sell 1,000- 
mile tickets at less than the usual rate fixed for other tickets. (Lake Shore and Mich. 
S. Kwy. V. Smith, 173 U. 8., 684.) A State can not exclude oleomargarine (Sdiollen- 
bergerv. Pennsylvania, 171 U. S., 1; Collins c. New liampshire, 171 U. 8., 30); nor 
intoxicating liquors (Bowman c. Chicago and N. W. Kwy., 125 IJ. S., 465; Ix'i’sy v. 
Hardin, 135 U. 8., 100; Scott v. Donald, 165 U. S., 58); nor iinmigrailts (Ilendeison 
V. New York, 92 U. S., 259); nor even “lewd and debauched women’’ (Chv Lung v. 
Freeman, 92 U. S., 275). 

In the exercise of its police power a State is iiermitted to legislate for local pur¬ 
poses affecting the health, morals, safety, or convenience of its people, provided 
the legislation does not directly or unreasonably affect interstate commerce. A State 
may pass local pilotage laws (Cooley v. Boarcl of Wardens, 12 How., 299); harlior 
improvement laws (County of Mobile v. Kimball, 102 IT. S., 691); (juanintine laws 
(Morgan Steamship Co. i'. Louisiana, 118 IT. S., 455); laws forbidding the heating of 
cars with stoves (New York, etc., R. r. New York, 165 II. S., 628); laws forbidding 
the running of Sunday freight trains (Hennington c. Georgia, 163 IJ. S., 299); laws 
requiring a reasonable number of through trains to stop at populous centers (Lake 
Shore and Mich., S. Rwy. v. Ohio, 173 I). S., 285); but not laws requiring a tbrougb 
train to go out of its direct route to land passengers (Illinois Central R. c. Illinois, 
163 U. S., 142); laws requiring the prompt delivery of telegrams (We.stern Union 
Tel. Co. V. James, 162 U. S., 650); laws to prevent fraud in the sale of oleomargarine 
(Plumley v. Massachusette, 155 U. S., 461); reasonable insireotion laws (Potaiisco 
(luano Co. 'C. North Carolina, 171 U. 8., 345); but not if unreasonable or a cover for 
the regulation of commerce (Minnesota v. Barl)er, 136 U. S., 313; Brimmer c. Reb- 
man, 138 U. S., 78; Scott a. Donald, 165 U. 8., 58). 

While the States are thus restrictcHl and limite<i in their control of interstate com¬ 
merce and of persons and corporations engaged in it, the United Stales are equally 
cintumscribecl in their control of nontrading enterpri.se.s and of corporations not 
engagtid in interstate commerce or in some business over which the Constitution 
gives Congress authority. As was held in the Knight case (156 11. 8., 1), the anti¬ 
trust law does not extend to a combination for the manufaihnre of sugar, lx.'cause 
manufacture is not trade or commerce. Congress, therefore, could not suppress a 
monopoly for the manufardure of sugar, while the Slates could not suppress a mon¬ 
opoly for the interstate sale of sugar. The States could exclude the manufactur¬ 
ing corporations, for smee a corporation is not a (utizen within the meaning of 
Article IV, seedion 2, subsection 1, of the Constitution, it is not entitled to the privi- 
legtis and immunities of citizens in the several States. (Blake r. McClung, 172 IJ. 8., 
339; Orient Ins. Co. r. Daggs, 172 U. S., 557.) But the States could not exclude the 
trading corporations, for the States can not regulate interstate commerce. If, then, 
the corporations are both manufacturing and trading corporations, how are they to 
be dealt with? It is obvious that the product of the sugar combination is to go 
largely into interstate commerce and will pass Ix'yond the control of the States. If 
one State offers a refuge to the manufacturing corporations, the other States are pow¬ 
erless. Forty-four States may pass uniform laws to control such combinations; the 
forty-flto may render this combined action in large part nugatory by chartering and 
protecting the very combination which it is the object of the forty-four to suppress. 
In such case it would require a harmony of action among the States to prevent a 
monopolistic manufacturing combination and cooperative action on the part of the 
United States to prevent amonopolistic trading combination. In otherwords, forty- 
six distinct jurisdictions must work in concert in order to protect all the people of 
the United States from combinations formed to control the prices of raw material and 
the output and price of the finished products. 

Under its power to regulate commerce Congress has thus far pasml but two acts 
calculated to aid the States in the control or monopolistic enterprises, namely, the 
mterstate-commerce act of 1887 and the antitrust act of 1890. 



1214 HEARINGS BEFORE THE INDUSTRIAL COMMISSION. 

The interstate-commerce act was passed to regulate interstate transportation rates 
after it had been decided OVabasn, etc., R. v. Illinois, 118 U. 8., 667) that the 
States could not regulate such rates within their own territory. This act, as inter¬ 
preted by the courts, places upon interstate carriers a prohibition against unjust or 
mireasonable rates aiuf against unjust discrimination, but otherwise leaves them as 
free as they were at common law to make special contracts looking to the increase 
of business, to classify traffic, to adjast and apiiortion rates so as to meet the mar's 
sitics of commerce, and generally to manage their crwn business in their own wa\. 
(Interstate Commerce Gomraission ?>. Railway Co., 167 0. 8., 479.) The commisairni 
appointed under the act is chai'ged mainly with the duty of investigating questions 
as to the reasonableness of>the rates established or questions a.s to unjust discrimina¬ 
tions, and is not authorized to fix rates. (Interstate Commerce Commis.sion v. Alabama 
Midland Rwy., 168 0. 8., 144.) To this end it mi^ require the attendance of wit¬ 
nesses and the in-oductiou of liooks and papers. (Interstate Commerce Commission 
V. Brimson, 1.64 0. .S., 447; 155 0. 8., 3.) But its powers as thus defined are not 
extensive, and perhajis the criticism of Mr. Justice llarlan (168 0.8., 176) is justified 
that “ it has been shorn by judiinal interpretation of authority to do anything of an 
effective character.' ’ 

The antitrust act (26 Stat. L., 209) was pa.seed to prohibit monopolistic combina¬ 
tions in restraint of interstate or international commerce. It has been the subject of 
several arljudications by the Supreme Court, ami from these it is possible to (leduee 
the following conclusions a.s to the effect of the legislation: (1) A restraipt of busi¬ 
ness not included in the category of interstate commerce is not within the proliil)i- 
tions of the act (Uniterl States v. E. C. Knight Co., 1.66 0. 8., 1); (2) a com¬ 
bination which, although affecting interstate commerce, does not restrain it—that is, 
does not exclude the oiieration of competition—is not within the at:t (AiidcrBoii r! 
United States, 171 0. 8., 604); (3) any combination which re-strains interstate com¬ 
merce, w hether such restraint be illegal at common law or not, is illegal umlcrtlic 
act and may l)e enjoined at the suit of the United States, although the rates li.vcd by 
the combination may l)e reasonable and fair (Unite<l States r. Trans-Missouri Freight 
Ass’n, 166 0. 8., 290; Uniterl States r. Joint Traffic Ass’n, 171 0. 8., 606; Addystoii 
Pijw and Steel Cp. v. Linited States, 20 8. C. R., 96). 

The im(X)rtance of the last decision rendered by the Supreme Court under this act, 
accompanied as it is by the rare spectaede of a unanimous court, justifies more than 
a passing reference. In Addyston Pipe and Steel Co. v. United States a combina¬ 
tion of iron-piiie manufacturers was enjoined from carrying out a contract the pm- 
po.se of which was to exclude coin|)etition among the parties to the contract. Frimi 
the opinion of Mr. .lustice Beckham, concurred in by the whole court, we gather 
these instructive conclusions as to the frowers of Congress imder the commerce clause 
of the Ferleral Constitution and the extent to which it is deemed to have exercised 
those ixiwers in the passage of the antitrust law: 

(1) The reasons wdiich may have caused the framers of the Constitution to rciiree 
the jKiwer to regulate interstate commerce in Congress do not affecd or limit the 
extent of the ixiwer itself. 

(2) The jiower is not limited or restricted by the constitutional guaranties of pri¬ 
vate rights, such as the lilierty to enter into contracts, under the provision that “no 
person shall lie deprived of life, libertyj or proiierty without due process of law.” 

(3) On the contrary, the provision regarding the “liberty'” of a person is itself 
limited by the commerce clause, and the power of Congress to regulate interstate com¬ 
merce carries with it the right to enact laws forbidding persons to enter into private 
contracts which directly and substantially (and not merely indirectly, remotely, 
incidentally, and collaterally) regulate to a ^eater or less degree commerce among 
the States. 

(4) Under the antitrust act any combination which directly i^trains the iiuf- 
chase, sale, or exchange of commodities among the several States is illegal, ami u u 
destroys competition it must be held to restrain trade. The reasonableness of the 
restriction is of no conseinience. 

This establishes a radical rule concerning the power of Congress over interstate 
commerce and a radical rule in the application of the provisions of the antitrust act. 
It may be said to mark the decisive line lietween the rights of the individual uinic 
the Constitution and the rights of the public to control the individual for public enus. 
Happily it mves full force and effect to Congressional legislation intended to 
the jieople from monopolistic combmations and points the way toward future con.*- 
tntionaflegislation. , ^ 

We must not, however, lose sight of the division between 8t8te and Federal aim 
ity. Taking the Knight case (156 0. 8., 1) at the one extreme and the Aihly^ 
case (20 8, C. R., 96) at the other, we see how Jiicely the State control and the J; en 
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control of monopolistic combinations are balanced, and how difficult it may be to 
adjust the balance in such a way as to prevent all the evdls aimed at and at tlic same 
time keep within the constitutional power of each government. Congress could not 
regulate the sugar monopoly; the States could not regulate tlie iron-pipe monopoly. 
If 'now, in either case, the combinations were to take the form of a corporation aiid 
not a trust the difficulties might be increased. To las sure, if neither a State noi' llu^ 
Uniter! States would charter tlie corporation tlie scheme of corporate monopoly would 
fail. But too many States are bidding for such corporations to enable us to entertain 
the hope that a corporate combination can not somewhere find a (»ngenial and fo.ster- 
ing home. And should every State refuse to welcome the corporation, there yet 
remains the possibility of securing can-porate charters in foreign countries. 1 mite, 
for instance, in the New York Tribune, lor .lanuary 7, that Quebec is the latest bidder 
for coi'iiorate comsideration,and that a representative of that Province says that, “In 
ca.sc^ of the development of drastic ‘antitrust’ legi.slation in the Unitecl States, to go 
to Quebec will Im the easy and perhaps only solution for many of the largo industrial 
combinations in the United States.” No State can forbid the entrance of such a 
corporation for international or interstate trade, altliough probably the United Stales 
(amid do so, unless restrained by some tnaty provision. On the other hand, the 
United States could not forbid its entrance for manufacturing or nontrading purjxrses, 
although any State could do so. Hence a very harmonious sclusne among tlie gov¬ 
ernments of tlie States and the United States would Ixi necessary to prevent the 
successful operations of such coriiorations. 

The joint control of corporations by tlie States and the National (iovernnient, while 
it has led to a good many inconvenienees, has not heretofore seemed wholly inade- 
(liiate to meet existing conditions. But with the present inarkijd tendency to con¬ 
solidate comjieting interests into one corporation, and with the pre.sent marked 
tendency to offer to such corporate aggregations a favorable habitat, tlie question 
becomes a practical and pressing one whether the dual control heretofore exercised 
ought not to make way for an undivided control—not of interstate commerce, tor that 
is already solely in the hands of Congress—hut of corporations (Uigaged in hitcrstate 
commerce, either by giving to the States, if that he possible, full power over corpora¬ 
tions engaged in interstate commerce, or by reserving to the Federal Goverimient, it 
that be possible, full control over them. 

Turning now to the second jMissiblc solution of the )iroblem we are met at the 
threshold with these questions; May Congress delegate to the States full control 
over corporations engaged in interstate commerce? May it jilace such corporations 
in the same position as concerns their rigid to do busineas in a .State as that occupied 
by nontrading corporations? May it enaitt constitutionally that a corporation engaged 
in interstate commerce shall upon entering the territory of a State tie subject to the 
laws of that State, and that its right to enter the territory of a State shall deiiend 
upon the laws of that .State? 

There is no direct authority known to me upon this point. But such authority as 
there is casting light upon the problem seems to support the thesis that Congress may 
grant to a State regulative power over interstate commerce, which, in the absence of 
such legislation, the State would not possess. Thus where the Supreme Court had 
held invalid a State law authorizing a bridge over the Ohio liecause such bridge 
obstructed navigation, it thereafter held that a subseiment act of Congress declaring 
such bridge to lie a lawful structure supersedi'd its former judgnient and validated 
the State legislation. (Pennsylvania r. Wheeling and Belmont Bridge Co., 18 How., 
4111.) Again, after the Supreme Court had decided (Leisy r. Hardin, 1.85 U. S., 100) 
that State legislation ^bidding the sale of intoxicating liquors imported into the 
State ill the original package was invalitl as a regulation of commerce, it aftenyards 
held that a subsequent act of Congress (the “Wilson Act,” 26 Stat. L., 81.8), providing 
that such liquors should be subject to the State laws, w as a valid exercise by Congress 
of its iiower to regulate commerce, and that the State laws thereafter operated upon 
and affected such liquors (In re Ralirer, 140 U. S., 645). It is tnicj that the court is 
careful to say that Congress did not delegiite thereby to the States its iiowor to regu¬ 
late interstate commerce, nor use terms of permission to the States to act, but that it 
simply removed an impediment to the enforcement of State law;s created by the absence 
of a specific indication of the will of Congress. It is familiar doctrine that where 
Congress has not acted its silence is to be taken as an indication of its will that com¬ 
merce shall be free. By speaking in this case Congress repelM this presumption 
and indicated how, and to what extent, interstate trade in a particular article of com¬ 
merce should be restricted. But this it did by subjecting the article to the laws of 
the various States. It is obvious that Congress thereby gave to every State power to 
regulate interstate traffic in intoxicating liquors to the extent of prohibiting a resale 
m the original package. 
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In the r^nt case of Scott v. Donald (165 U. S., 68,107), arising under the South 
Carolina disronsaiy law, it was held that the law was invalid so far as it forbade the 
shipping of liquor into the State for the use of the consignee, because the Wilson Act 
did not authorize the State law to operate until the liquor was in the State and at its 
destination. In Rhodes v. Iowa (170 IT. S., 412) it was held that the Wilson Act (li,i 
not permit the State to stop the liquor at the State line or to operate upon it until it 
was in the hands of the consignee. In Vanco r. Vandercook Co. (170 U. S., 438 ) it 
was held, under the South Carolina dispensary law,‘that the law as amended, wan 
valid so far as it forbade the sale of original packages, although the State did not 
prohibit the sale of such liquors altogether, but merely r^nlated it. 

Anotheivexample of Congressional delegation of power to the States over interstate 
commerce is found in the act (IT. S. Rev. Stat, sec. 4280) subiwting explosives in 
transit through a State to the laws of the State and authorizing States to prohibit tlic 
introduction of such explosives forsale oruseat their discretion. A very earlyexam- 
ple of the same sort of legislation is found in the act of February 28,1803 (2 Stat. h. 
w5), forbidding the importation from abroad of negroes into any State whose laws 
forbade such importation. In the same way State quarantine laws (1 Stat. L.,619) and 
State pilotage laws (U.S. Rev. Stat., 4235,4236) have by Congressional action been 
made operative upon international and interstate commerce. So also Congress has 
^mMed to the States power to tax the shares of national banks (U. 8. Rev. Stat., 

There is at present a Federal statute forbidding the importation of convict-made 
goods (30 Stat. L., 211, § 31). A similar State law forbidding the introduction into the 
State of convict-made goods has been declared unconstitutional because regulative! of 
interstate commerce (People v. Hawkins, 157 N. Y., 1). But if, following the sugg(‘s- 
tion of Governor Roosevelt in his last annual message. Congress should enact that the 
laws of a State shall operate upon and affect convictrmado goods brought from another 
State equally with those made and sold in the State, would not this be a valid rnetliod 
of regulating commerce withm the decision based uiK>n the Wilson Act (In re Rahrcr 
140 U. S., 545)? 

The civil-rights laws of the States have Ireen held invalid so far as they rcgnhite 
interstate commerce (Hall v. De Cuir, 95 U. S., 485). But if Congress should provide 
that such laws shall operate upon and affect interstate commerce, would not such a 
law fall within the same doedrine? 

If, now. Congress may enact that the laws of a State passed to restrict the sale of 
intoxicating liquors, or the dangers arising from the transportation and use of cx|)l(i- 
sives, shall operate upon and affect interstate commerce, and if, as suggested. Congress 
may enact that the laws of a State concerning convict-made goods or civil rights, cti., 
shall operate upon and affect interstate oommcrce, is it not reasonable to hold tliat it 
may enact that the laws of a State concerning foreign corporations shall oixjrate up<m 
an<i affect those engaged in interstate commerce equally with those engaged in insur¬ 
ance (Paul r.Virginia, 8 AVall., 168) or bill brokerage (Nathan t>. Louisiana, 8 Ibiw., 
73) not held to be engaged in interstate commerce? It must be rememtored that a 
corporation is not a citizen within the meaning of Article IV, section 2, of the Federal 
Constitution, and all that prevents a State from controlling a foreign corporation i.s 
the commerce clause. It, m the exercise of its powers under that clause. Congress 
should remove the impediment to State,regulation of sucdi corporations, there would 
seem to be no reason why the States could not protect themselves by their own laws 
against the operations of monopolistic combinations. They may do so now as to com¬ 
binations, whether in the form of corporations or “trusts,” created for nontrading 
purposes. They could do so then as to trading corporations, and thus a very com¬ 
plete scheme of State control over corporations could be worked out. 

To sum up: A corporation has no inherent right to go into anqjher State than that 
of its origin. The only coroorations that escape this rule are those engtwed in inter¬ 
state commerce (or those chartered by Congress, which are not now under consider¬ 
ation). Congress, in the exercise of its powers to regulate commerce among the 
States and with foreign nations, may remove the impediment to the operation ot 
State laws upon such commerce. It may, therefore, remove the impediment to the 
operation of State laws upon corporations engaged in interstate or international com¬ 
merce. This would commit the control of wl domestic and foreign corporations ni 
any State to the legislature of that State. 

Ttiming now to the third possible solution of the problem, we face the 
whether Sie United States may, under the Federal Constitution, limit the right oi 
corporations to engage in interstate commerce to corporations created by Oongreas, 
ana thus take to itself the entire practical control of such corporate enterprises. 

There are, perhaps, three ways in which Congress could effectively 
power to r^rict or destroy the business of State corporations engaged in intersn 
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commerce. (1) It mijilit forbiil to snch corporations ae fall within a delinition of 
monopoly the use of the mails. (2) It might tax .Slate corporation.s upon tlniir inter¬ 
state commerce. (3) It might directly prohibit State corporation.s from engaging in 
interstate commerce. 

Congress has exercised the right to oxchnio from the mails letters or circulars con¬ 
cerning lotteries or other enteriirisea in which there i.s the element of chance (act of 
.September 19, 1890; 26 Stat. L., 40.5), and this leghslation has been held constitn- 
tlonal. (In re Jackson, 90U. S., 727; In re Rapier, 143 U. .S., 110.) IthasextTcised 
the right to prohibit the cari-iage of indecent publications and articles in the mails 
or by interstate carriers. (25 Slat, L., 490; 29 Slat, L., ,512.) It bas forbidden the 
transportation of diseased cattle or meat which has been exposed to infection. (2;4 
8 tat. L., 31; 26 .Siat. I.., 1089.) All of these ads arc a proper exerci.se of the I'Vsleral 
police power. But it is now clear that the police power is not confimsl to the pro¬ 
tection of health or morals or safety, but extemls to the prot<!Ction of the reasonable 
ami convenient exorcise of private rights. (Lake Shore & Mich. So. Rwy. v. Ohio, 173 
U. ,S. 285.) Why, then, may not Congress denounce monoiwlistic combinations, 
whether in the form of corporations or not, as a hindrance to such rights, and deny 
to such combinations the use of the mails? If it may denounce gambling contracts 
into which persons voluntarily enter, and forbid .such cimtrai'ts to be maile or executed 
by the use of the mails, a fortiori it may deuouuce a mnuopoly which coinpiels the 
pcoiile at large to buy the neces.saries of life at a ])ricc tixed by the monopoly, and 
may deny to it the use of the mails. 

In like manner, Congre.s.H has exerci.sed ils power of taxation to render impo.ssible, 
liecause nnprolitable, tlie continuance of a bnsiueas by a State corporation over wliich 
Congre.sa desireil to assume the control vested in it by the Federal Constitution. 

When the National Government determined to suppress th(> evils arising from the 
want of nniformi*y and adei|iiate control in the laws of the various Stales authoriz¬ 
ing or permitting the issue of circulating notes as a medium of exchange, it resorted 
to the expedient of providing for the formation of hanking corporation.s under a Fed¬ 
eral law and the. reorganization of State banking I’orporations umler the Federal law, 
and supplemented this legislation with a tax on the issues of State bank.s whiili ri.!n- 
dered it impossible for them to continue their i.ssnes at a jirofit. This legislation was 
sustained as within the constitutional ]>owcrs of (Congress. (Veazie Bank r. Fenno, ,S 
Wall., 633; National Bank v. United .States, 101 U. .8., I.) And it was held that it 
rei|uired no I'onourrent action on the part of the States to enable the .State corpora¬ 
tions to ri>organize as F’ederal eor|)orationH. (Casey r. Galli, 94 U. S., 673.) 

The logiea' result of this decision was recognized liy the court. Mr. Justice Nel¬ 
son, in dissenting from the judgment of the eoiirt in Vi“a,:ie Rank ». F'ciino (p. .5.56), 
lioinfed it out very distinctly in tlieso words: “It is true that ftie present decision 
strikes only at the power by create hanks, hut no (lerson can fail to .see that the jirin- 
eiple involved affoetfl tlie jrower to create any other de.seription of corporation, such 
as railroads, turnpikes, marmfaid.uring eomi.anies, and others.” 

The legislation in question, snpplemonh'd liy the decision that it is a valid exercise 
of the F’ederal power, suggests the method of seem ing a uniform Federal control of 
eorjKirations engaged in interstate eommerce. A national act which should provide 
for the incorporation of trading companies and the reorganization of .State trading 
corporations under the Federal act, supplemented liy a tax upon the interstate busi¬ 
ness of the State corporations, would Icail to a nniformity sinnlar to that attaineil in 
the ease of banks of i.ssuc, and would |)lace all .such interstate biisineas, so far as it is 
carried on by corporations, strictly within the control of Itie Federal power. 

But would such legislation be constitutional? I believe that it would, and for the 
following reasons: 

F'irst. The power to regulate interstate commerce is unquestionably confided exclu¬ 
sively to Congress, and is restricted, if at all, by Congressional acqnieseenco in the 
exercise of a concurrent power by the States so far as that operates for merely local 
purposes and is not designed to regulate, and does not directly regulate, such com- 
mi'ree. (Gibbons v. Ogden, 9 Wheat., 1; Brown c. Maryland, 12 Wheat., 419; Cooley 
r Port Wardens, 12 liow., 299; The License Cases, 5 How., 504; County of Mobile 
r. Kimball, 102 U. S., 691; Bowman v. Chicago A N. W. Rv., 125 U. S., 465; laiisy v. 
Ilardin, 135 U. S., 100; In re Bahrer, 140 U. S., 645; Adtlyston Pijx; <4 Steel Co. v. 
United States, 20 S. C. E., 96.) 

Second, Where Congress is given a power it is given the supplementary power “to 
make all laws which Mall be necessary and proper for carrying into execution the 
foregoing powers” (Const. Art. I, sec. 8, subs. 18), and this includes the power to 
(foate such corporations or agencies of the Government as may be deemed necessary 
(McCulloch V. Maryland, 4 Wheat., 316; Lnxton r. North River Bridge Co., 153 
u. S., 626). In the exercise of this power Congress has created banking corporations 
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(1 Stilt. L., 191; 12 Ih., (566; 13 Ib., 99; 21 Ib., 66; 22 Ib., 162; Rev. Stat., p. 992); 
railroad and telegraph coin(ianiea (12 Stat. L., 489; 13 Ib., 365; 14 lb., 292; 16 Ih., 
673; 17 Ib., 59); bridge companies (26 Stat. L., 268); the Nicaragua Canal Company 
(25 Stat. L., 673); savings and trust companv (13 Stat. J.., 510); insurance company, 
though perhaps this was while acting as a Ii'gislature lor the District of Columlila 
(13 Stat. L., 428; 27 Ib., 29) , and perhaps other corporations. 

It has Iwen held that the States can not tax such ciirporations without the consent 
of Congress (California r. Pacific R. R. Co., 127 U. S., 1), and that under the act uf 
March 3, 1875, they are entitled to remove their causes into the Federal courts 
(Pacific Railroad Removal Cases, 115 U. S., 2), though doubtleas Congress could deny 
them this fight if it thought fit. 

Such corporations might, and probably would, do a domestic business within the 
States, but if .so they would be subject to the rule that where Congress creates a cor- 

f ioration and remains silent as to its merel v domestic business, its silence is equi va- 
ent to a declaration of intention that the corporation should be subject to State laws 
as to such domestic business. (Reagan «. Mercantile Trust Co., 164 U. S., 413; Smvtli 
V. Ames, 169 U. S., 466, 519-522.) * 

Third. A tax ujion the commercial operations of corporations engaged in inti'i - 
state commerce i.s not a direct tax, for it is not a tax inxm real or personal properlv 
or ujion the income deriveil from real or personal property. In Pollock v. Farmers' 
Ijoau and Trust Company (1.58 U. S., 601,637) the majority of the court, while hold 
ing a tax on the income of realty and personalty a direct tax, are careful to state 
that “we do not mean to say that an act * * '* might not lay e.xcise taxes on 
business, privileges, employments, and vocations.” In Nicol v. Ames (173l'.S., 
509) the court held the stamp tax on sales made at an exchange or board of trade 
to lie an indirect tax or exci.se, and not a direct tax on the protiertv sold or on the 
memliers who engaged in the business, although the tax is measured by the value of 
the property sold. The same case held further that the tax was not objectionable 
for want of uniformity. It is true the court places its decision upon thegroundthat 
it is a tax u)X)n the'facilitics offered at exchanges, and suggests that a tax upon a 
sale made in anv place would be i>ractically a tax upon property, berause taking no 
notice of any knld of privilege or facility. Hut the privilege or facility offered i.i a 
corporation to engage lu interstate commerce is of two kinds; First, the privilegi' lo 
be a corporation, whiidi is derived from the State and can not lie taxed by the Fed¬ 
eral Government, and, second, the iirivilege to engage in interstatecommerce, whii h 
is beyond the control of the States and within the control of Congre&s, and may 
therefore be taxeil by tbe power that confers or ixirmits it. This offers, it seems In 
me, the basis of classification w hich is necessary to the laying of such a tax and 
brings the case into harmony with the leading c.ases on Federal taxation. (V'eazin 
Bank v. Fenno, 8 Wall., 533; National Bank r. United Slates, 101 U. S., 1; Scholcy 
Rew,23 Wall., 331; Pollock r. Farmers' Loan and Trust Company, 157 U. S.,429, on 
rehearing 158 IJ. S., (501; Nicol v. Ames, 173 U. S.,509.) 

Practical difficulties might arise in determining when an article sold by a corpora¬ 
tion has become a part of interstate commerce, and so the transaction onesubjci t 
to the privilege tax; but this dilliculty is no greater than that now experienced m 
detennining the same question where the right of a State to tax or regulate interstate 
commerce is questioned. (Brown r. Maryland, 12 Wheat., 419; Brown r. Houston, 
114 U.S.,622; Coler. Errol, 116 U.S.,517; Leisyr. Hardin, 1.35 U.S.,100; Pittsburg, 
etc., Co.-Bates, 1.56 U. S., 577; State v. Engle, .34 N. .1. L., 425.) 

Probably Congre.ss might, if it sayv fit, act directly by prohibiting State corporations 
from engaging in interstate commerce. It must be remembered that a corporation 
has no rights outside of the State of its origin except studi rights as the State into 
which it goes is pleased to grant to it, except thatthe Stateinto which it goes can not 
deny it the right to engage in interstate commerce, liecause the State has no pow i i 
over such commerce. In other words, it is not the strength of the corporation but 
the impotence of the State that enables the corporation to do such business w itlim 
the territory of the State. But the National Government has precisely the I"'"' ' 
which is denied to the State. To it is committed the |Kiwer to regulate mtersta ■■ 
commerce. It therefore may do what the State may not do, forbid a corporation " 
engage in interstate commerce. It cannot Ire that in the division of powers any¬ 
thing has bexm lost. If the State has lost, the nation has gained. If the corpoiaii" 
could have been preventeil from entering another State Irefore the Constitution 'y 
in effect, the power to prevent it must still Ire lodged somewhere, unless it has h i 
expressly denied by the Constitution to both State and nation. No such dcni. ^ 
the pow'er can be found in that document. Therefore, since the States 
longer the power to prevent a corporation from engaging in interstate comnieK , ^ 
nation must have become the recipient of (Be power by the very terms ot i 1 
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vision that impliedly denied it to the States. I am unable to see anv escaoo there¬ 
fore, from the conclusion toat Congress, under the power to regulate coimm-ice 
among the Stato, inay fix the terms on which corporations mav conduct such husi' 
ness or may prohibit them from engaging in it at all. ff this'he not true then a 
single State riiay create an artificial being that is not a citizen of anv State (save 
merely for junsdictional purposes) or of the United States, and which iio other State 
or States nor yet the United States i^an control when it passes outside of the State of 
its origin. It is impossible to hold that one State can thus foist upon the other 
States and upon the Uniteil States an ungovernable creature of this sort a levaliyed 
and irresponsible Frankenstein. ’ ^ ■ 

Whether, finally, we are to go on under the present .system of dual control or 
whether we are to have a system of exclusive State control, or whether we are to 
have a system of exclusive Federal control, seems lo he within the province of Con¬ 
gress to decide. The present system rests upon a long development and commends 
Itself to the conservative and the cautious. Whether it is satisfactory or can lx> 
made so is for the economists ami statesnum to determine. The system of exclusive 
State control would doubtless lead U> differenf results in different States and while 


it might create some confusion and inconvenience, and even hardship it would 
eventually furnish a basis for a comparative study of the ilifferiiiff experiments 
Whether this loss in uniformity would ovcriialance the gain from divemity 1 do not 
pretend to say. I merely point out that such diveraity would furnisii the data tor a 
later movement looking toward uniformity in case such a tnoveineut should later 
.seem desirable. The system of exclusive Icderal control would seem, iierhaps the 
logical outcome of the constitutional provision giving to Congress the power to rcni- 
lato interstate commerce. I am even disposed to think that it will be the ultimate 
solution of the present problems. Wlietlier the time is now ripe for it or whether 
we need rather to proceed first with tentative experiments under one of the other 
two methods, is a (piestioii uixm which we may welt hear more before we make haste 
to decitle. 
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]^ViTK.—The trust affreement of The Sugar Refineries’ Company (the so-callo<l Sugar Trust) can be 
foun<l on page 8 of the re{.M)rt of tlje Rueon Comniitfoe of i.Hss in relation to the Sugar Trust 

Hiul the Standard Oil Trust by the Committee on Manufactiin s. ffonse of Ftepresentatives,'Fiftieth 
Congress, first session. House Reports, vol. 9). For the tr\ist ngreenieut of the Distillers' aud Cattle 
Feeders’ Trust (tiio so-ealled Whisky Trust), see page 1 '.)h of th(' present volume. Forthearlicdes of 
iiieorjK>ratiou of the Distilling and Cattle Feeding Company, see page 21s. See al.s<> tlie reponof the 
Whisay Trust iuvestigatiou of the Fifty-second Congress.seeoiid session I[.R.No.2ijUl, voJ.3. 

THE STANDAEI) OIL TIH’ST ACUEEMENT. 

This Htrrcomont, made and enlerod n|)oti tills second day of January, A. I). Ift82, by 
amlhetween all the persons who rdiall now or may hereafter exemite the same as 
parties thereto, witnosseth: 

1. It is intended that the parties to this agreement, shall enilirace three claaseH, 
to wit: 

(1) All the stockholders uinl members of the followinjg corporations and liinited 
partnerships, to wit: 

Amne Oil Co. {New York), Acme Oil Co. (Ptumsylvania), Atlantic Kofining: Co., 
oflMiila.; Bu.«li Co. limited, Camden (.Vmsolidated Oil Co., Elizaludhiiort Acid 
W<irks, Imperial Retinlng Co., Limited, (’has. Pratt A Co., Paine, Ablett & Co., 
Iii'.iil(‘d, Standard Oil Co. (Ohio), Standaol Oil Co. (Phtsliurtf), Smith’s Ferry Oil 
Trans, (’o.. Solar Oil Co. limitetl, Sone <k Eleniiii^ ^If^c Co., limited. 

Also all the stockholders and menibersof sndiother corporations and limitfxl part¬ 
nerships as may hereafter join in this anreenu'nt at the reiiuest of tlie trustees-herein 
provided for. 

(2) The following individuals, to wit: 

W. C. Andrews, John I). Archbold, lide K. Arter, J. A. Bostwick, Benj. IirewBt«r, 
D. Ihislinell, Tbomas 0. Bnshnell, J. N. (’amden, Henry i.. Davis, I[. M. Flt^^ler, 
Mrs. H. 1\I. Flagler, H. M. Hanna, and (leorge W. Chapin, I). M. Harkne.ss, 
Harkiiess, trustee; vS. V. Harkness, John Huntington, II. A. Hutchins, CUias. F, G. 
Heye, O. B. Jennings, Chas. lAickhart, A, M. I\h-Orcgor, Win. 11. Macy, Win. II. 
Macy, jr., estate of Josiah Macy, jr., Win. H. Macy. jr., executor; 0. H. Payne, 
O. H. liiyne, trustee; (‘has. Pratt, Horace A. Pratt, C. M. Pratt, A. J. Pouch, John 
D. Ro(*kefeller, Wm. Rockefeller, Htuiry II. Rogers, Wi P. Thonip.Si)n, J. J. Van- 
dergrift. Win. T. W'ardwell, Wi G. Wiirden, Jos«‘|)h 1-. W'ardeu; Wanlen, Frt^w 
& (^>., Ixiuise 0. Wheaton, Julia H. York, George 11. Vilas, IM. R. Keith, Gao. F. 
(Chester, trustee.s. • 

Also all such individuals as may hereafter join in tliia agreement at the TOpufeBt-of 
the trustees herein provided for. 

(3) A portion of the Stockhohlers and inemhers‘>f the following coTporationfl.ana 
limited t^artnerships, to wit: 

American Lubricating Oil Co., Baltiinorti United Oil Co., Beacon Oil CDm -Buah 

DenslowManufgCo., Central Refining (>)., of Pittsburg: Che.Mebrough Manuf’j^C)o., 
Ohoss-Carley Co., Consolidated Tank Lino C^i., Inland ()il C'o., Keystone Rehning 
Co., Maverick Oil Co., National Transit (’o., Portland Kero.sene Oil Co., Producer’s 
Con’d Land and Petroleum Co., Signal Oil Wh»rks, l^imitcd, Thompson and BeiUord 
Co. Limited, Devoe Manuf’g Co., Eclipse Luhrieating Oil Co., Limited, Empire 
Refining Co., Limited, Franklin Pijie Co., Limiled, (lalena Oil Works, Limited, 
Galena Farm (Jil Co., Limited, Germania Mining Co., Vacuum Oil Co., H. 0. Van 
Tine & Co., Limited, Watcrs-Pierce Oil Co. 
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Also stockholders and members (not being all thereof) of other corporations and 
limitetl partnerships who may hereafter join in this agreement at the re<iuest of tlio 
trustees herein provided for. 

II. The parties hereto do covenant and agree to and with each other, each in con¬ 
sideration of the mutual covenants and agreements of the others, as follows: 

(1) As soon as nracticable a corporation shall lie formed in each of the followiivf 

States, under the laws thereof, to-wit; Ohio, New York, Pennsylvania and New Jcn 
sey; provided, however, that instead of organizing la new corporation, any existinv 
charter and organization may he used for the purpose when it can advantageously 
he done. ' 

(2) Tho purposes and jxiwers of said corporations shall be to mine for, produce 
manufacture, reline, and deal in petroleum and all its products, and all the materials 
used in such business, and tran.sact other business cc^lateral thereto. But other pur¬ 
poses and powers shall he embraced in the several charters such as shall seem 
expedient to the parties procuring the charter, or, if necessary to comply with the 
law, the powers aloresaid may he restrictetl and reduced. 

(3) At any time hereafter, when it may seem advisable to the trustees herein luo- 
vided for, similar corporations may he formetl in other States and Territories. 

(4) Kach of said corporations shall he known as the Standard Oil Co. of ^_ 

(and here shall follow the name of the State or Territory by virtue of the laws of 
which said corporation is organized). 

(5) The capital stock of each of said corporations shall be fixed at such ap amount 
as may seem necessary and advisable to the parties organizing the same, in view of 
the puiyose to he accomplished. 

(6) The shares of stock of each of said corporations shall lie issued only for money, 
property, or assets equal at a fair valuation to the par value of tho stock delivcrcii 
therefor. 

(7) All of the proiHtrty, real and personal,assets, and business of each and all of 
the corporations and limitetl partnerships mentioned,or embracetl in class (1) shall 
be transferred to ami vested in the said several .Standarl Oil companies. All of Ihc 
property, as.“ets, and business in or of each particular Slate shall he transferred to ami 
veste<l in the Standard Oil Co. of that particular State, and in order to accomplish 
such pur|)ose the directors and managers of each and all of the several corporalioiis 
and limited partnerships mentioned in cla.«s first are hereby authorizeii and directed 
by the stockholders and members thereof (all of them lajing parties to thi.s ago'c- 
ment) to sell, assign, transfer, convey, and make over, for the consideration herein¬ 
after mentioned, to the Standard Oil Co. or companies of the pro|ier State or Stales, 
as stxin as said corfiorations are organized and readv to receive the same, all the |ii np. 
erty, real and personal, assets, and husmessof sahf corporations and limited iiartner- 
ships. Comxtt schedules of such jiroperty, assets, and business shall accomijany each 
transfer. 

(8) The individuals embraced in class second of this agreement do each for himsi lf 
agree, for the consideration hereinafter mentiomid, to sell, assign, transfer, convey, 
and set over all the proi>erty, real and personal, assets, and business mentioncit anil 
embraced in schedules accompanying such sale and transfer to the Standard Oil ti<jiu- 
pany or Companies of the projier State or States, as soon as the said corjiorations are 
organized and reatly to receive the same. 

(9) The parties emhraceil in class third of this agreement do covenant and agree to 
assign and transfer all of the st<x:k held by them in the corporations or limiteil part¬ 
nerships herein named, to thetmstees herein provided for, for the consideration ami 
upon the terms hereinafter set forth. It is understoiKl and agreed that the said trus¬ 
tees and their successors may hereafter take the assignment of stocks in the same or 
similar companies ujion the tenns herein provided, and that whomever and as often 
as all the stocks of any corporation and limited partnership are veated in said trustees 
the proper stejis may then lie taken to have all the money, property, real and |ier- 
sonal, of said corporation or partnership assigned and conveyed to the Standard On 
Company of the proper State on the terms and in the mode herein set forth, in wliicli 
event the tnistees shall receive stocks of the Standard Oil Company eq^ual to the 
value of the money, property, and business assigneil, to be held in place of the stocks 
of the company or companies assigning such property. 

(10) The consideration for the transfer and conveyance of the money, propertj-, 
and business aforesaid to each or any of the Standard Oil Companies shall he stock 
of the respective Standard Oil Company to which said transfer or conveyanp is 
made, equal at par value to the appraised value of the money, property, and husmcss 
so transferred. Said stock shall he delivered to the trustees hereinafter provuici 
for, and their successors, and no stock of any of said companies shall ever he 
except for money, property, or business equal at least to the par value of the sloe 
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80 issued, nor shall any stock be issiie<l by any of said companies for any purpose 
except to the trustees herein providwl for, to ho hold subject to the trusts hereinafter 
specified. It is understood, however, that tliis provision is not intended to restrict 
the purchase, sale, and exchange of i)roperty of said fstandanl Dil (ioinpanic; as fully 
as they inajj he authorized to do by their ro.sjiectiv(; cliartors, provided oidy tluit 
no stock he issued therefor except to said trustees. 

(11) The consideration for any stock delivered to sai<l trustees as alwve provided 
for, as well as for stocks delivered to .saiil trustees by persons mentioned or inclmied 
in class third of this agreement, shall be tin; delivery by .‘.^aid trustees, to the itcisons 
entitled thereto, of trust certificates hereinafter lu-ovidcul for, equal at i>ar vahu; to 
the par value of the stocks of the said Standard Oil companicH so received hy said 
frustees, and equal to the appraised value of the stocks of other companies or part¬ 
nerships delivered to said tnistees. (The sidd apprai.“cd vahu; shall be determimsl 
in a manner agreed upon by the jiai-ties in interest and said trustees.) It is 
umlerstood and agreed, however, that the sai<l trustees iiiav, with any trust funds in 
their hands, in addition to the inode above lu'ovided, jmri'hase the bonds ami slocks 
of other comtianies engaged in business similar or collateral to the busine.ss of said 
•Standard Oil coini)anie.H on such terms and in such mode as they may deem ailvis- 
able, and shall hold the same for the beiudit of the ownei’s of said trust certificates, 
and may sell, assign, transfer, and pledge such bonds and strx-ks whenever they may 
<lecm it advantageous to said trust so to do. 

III. The trusts upon wdiich said stocks shall be held, and the number, powers, 
and duties of said tnistees, shall he as follows; 

(1) The number of trustees shall be nine. 

(2) .1. 1). Rockefeller, 0. H. Payne, and Win. Rockefeller are hereby a[>|X)inted 
trustees, to hold their office until the first tl’edncsilay of Ajiril, A. D. isfe. 

(;t) J. A. Bostwick, 11. M. Flagler, ami W. tl. Warden are hereby apjiointed 
Irustee.s, to hold their olfice until the first Wednesday of A()ril, A. I). 1R84. 

(4) Chas. Pratt, Benj. Brewster, and .lohii 1). Archbold are hereby appointed 
trustees, to hold (heir office until the first WVdnesday of April, A. I). 1883. 

(5) Elections for trustees to siicceeil those herein a|ipointed shall lai helil annually, 
at which election a sufficient number of trustees shall be elected to fill all vacancies 
occurring either'from exiiiration of the term of olfice of trustee or from any other 
cause. All trustees shall bo elected to hoM their office for three years, except those 
elected to fill a vacancy arising from any cau.se excejit exjiiralion of term, who shall 
bi‘ (dected for the halance of the term of the trustee whose place they are eleeted to 
fill. Every trustee shall holil his office until his succes.sor is elected. 

(fi) Trustees shall Ik* electe<l by ballot by the owners of trust certificates or their 
j'roxies. xVt all meetings the owners of trust c(*rtiticates who may be registered as 
such on the books of the trustees may voti* in person or by fu'oxy, ami shall haveone 
vote for each and every share of trust certificates standing in their names; but no 
such owner shall be entitled to vote upon any share which has not stood in his name 
thirty days prior to the day appoinUxl for the election. The transfer iHxjks may be 
closed for thirty days immediately jirecedingthe annual election. A majority of the 
shares represented at such elwtion shall elect. 

(7) The annual meeting of the owuer.s of .said trust certificates for the election of 
trustees and for other business shall be held at the office of the trustees in the city 
of New York on the first Wednesday of .\jiril of (‘ach year, unless the place of meet¬ 
ing be changetl by the trustees, and .‘•■aid meeting may lie adjourned from day to day 
until its business is completed. Sfiecial meelings of the owners of said trust certifi¬ 
cates may Ixi c’alled bv the majority of the trustees at such times and places as they 
may appoint. It shall also he the duty of the trustees to call a Sfiecial meeting of 
holders of trust certificates w henever requested to do so by a jielition signeil by the 
holders of 10 per cent in value of such certificates. The business of such sfiecial meet- 
ingsshall lie confined to the object siiecifled in the notice given therefor. Notice of 
the time and place of all meetings of the owners of trust certificates shall lie given by 
fiersonal notice as far as possible and bv fuiblic notice in one of the firincipal news- 
piijiei-s in each State in which a .Standaid Oil Oo. exists at lca.«t ten days before 
stii'h meeting. At any meeting, a majority in the value of the holders of trust certifi¬ 
cates represented consenting thereto, by-laws may be made, amended, or repealed 
relative to the mode of election of trustees and other husiiiessof the hoUlersof trust 
certificates; provided, however, that said by-laws shall ho in conformity with this 
agreeinent. By-laws may also be made, amended, ami refiealod at any nieetin^ by 
ami with the consent of a majority in value of the holders of trust certificates, wdiich 
alter this agreement relative to the number, powers, and duties of the trustees and 
to other matters tending to tlie more efficient accximjiliehinent of the objects for 
which the trust is created, provide<l only that the essential intents and purposes of 
this agreement be not thereby changed. 
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(8) Whenever a vacaney oecui-s in the bSard of truatees more than sixty (lavs 
prior to the animal meeting for the election of tniatees, it shall tie the duty of the 
remaining trustees to call a meeting oi the owners of the Standard Oil Trust certiti 
^tes for the purpose of electing a trustee or trustees to fill the vacancy or vacancies 
If any vacancy occurs in the boaixl of trustees, from anv cause, withiii sixty days of 
the date of the annual meeting for the election of trustee, the vacancy may be lillei 
by a majority of the remaining trustees, or, at their option, may remain vacant imtii 
the annual election. , " 

(SI) If, for any reason, at any time, a trustee or tnistees shall be appointed by anv 
court to lill any vacancy or vacancies in said board of trustees, the trustee or truatecVi 
so appointed shall hold his or the respective office or offices only until a successor or 
succesaoi-s shall be elected in the manner alxive jirovided for. * 

(10) Whenever any change shall wcur in the Ixmrd of trustees, the legal title to 
the stuck and other proixirty held in trust shall i>a.ss t8 and vest in the successors of 
said trustees without any formal transfer thereof; but if at anv time such formal 
transfer shall .be deemed necessary or advisable it shall tie the iluty of the hoard of 
trustees to obtain the same, and it shall he the iluty of any retiring trustee or the 
admini.sti'ator or executor of any deceased trustee, to make said transfer. ’ 

(1 Ij The trustees shall jirepare certificates, which shall show the interest of each 
Ixmehciaiy m saiii lru.“t, and deliver them to the persons properly entitleil thereto 
They shall he divided into shares of the par value of $100 each, a'ud shall he knowii 
as “Standard Oil Trust certificates,” and shall he issued subject to all the terms and 
lyniditions of this agreement. The trirstees shall have power to agrc>o upon and 
direct the form and contents (if said certificates, and the mode in wTiich tliev .shall 
Ixysigned, attested, and transtVrred. The certificates shall contain an express*stipu¬ 
lation that the holders thereof shall Ix' hound by the terms of this agreement and 
by the by-laws herein iirovidcd for. ' ' ‘ 

(12) No certificates .shall tie issued except for stocks and bonds held in trust as 
herein provideil for, ami the par value of certificates issued by siud truatees shall’he 
equal to the par value of the stocks of said .Standard Oil Companies, and the apiiraised 
value of other Ixinds and stocks held in trust. The various bonds, stix'ks, and iimn- 
eys held under said trust shall lie held for all jiartios in interest jointly, and the trust 
certificates so is.sui'd shall he the evidence of the interest held by tliiiseveral partiis 
in this trust. .\o duplicate certificates shall he issued by the trustees except uinm 
surrender of the original certificate or certilicales forcancdlation, or upon satisfactory 
proof of the loss thereof, and in the latter case they shall reiiuire a sulficiont bond 
ol indemnity. 

(ll-i) The stiH’ks of the variotis .Standard Oil Companies held in trust by said trus¬ 
tees shall not he .sold, assigiKal, or transferred by sai(l trtistees, or hv the beneficiaries, 
or by both comhiued, so long as the trust endures. The stocks aiid bonds of other 
corporations held by .said trustce.s may he by them exchanged or sold and the pro¬ 
ceeds thenxif distributed pro rata to the holders of trti.sl certificate, or said iirocccds 
may he held and reinvested by said tru-stees tor the purposes and uses of the trust; 
])rovide(l, however, that .said trtistees may from time to time assign such shanis of 
stock of said Standard Oil Cotnpanies as may he necessary to qttalify atiy person or 
pei-sons chosen or to be cho.«en as directors and ofticei-s <if any of .said Slaudanl ( lil 
Com|)anies. 

(14) It shall lie the duty of said tru.stecs to receive and safely to keeji till interest 
and dividends declared and paid upon any of the said bonds, stix'ks, and moneys 
held by them in trust, and to distribute all moneys receivtid from such sotirci's or 
from .sales of trust jiroperty or otherwi.se by declaring and paying dividends iqion 
the Standard Trtist certificates as funds acruniulate, which in tl'ieir jtidgment arc not 
needed for the uses and expenses of said trust. The trustees shall, however, keep 
separate account.s and receipts from interest and dividends, and of a-ceipts from sales 
or transfers of trtist property, and in making any distribution of trust funds, in which 
moneys derived from sales or transfers shall he'included, shall render the holders of 
trust certificates a statement showing what amount of the fund distributed has been 
derived from such sales or transfers. The .said trustees may Ixi also authorized and 
empowered by a vote of a majority in value of holders of trust certificates, whenever 
stocks or bonds have accumulated in their hands from money purchases thereof, or 
the stocks or bonds held by them have incieased in value, or stock dividends shall 
have been declared by any of the comiianies whose stocks are held by said trustees, 
or whenever from any such cause it is deemed advisable so to do, to increase the 
amount of trust certificates to the extent of such increase or accumulation of values 
and to divide the same amon^ the iXTSons then owning trust certificates pro rata. 

(18) It shall be the duty of said trustees to exercise general supervision over the 
affairs of said several Standard Oil Comiianies, lyid as far as practicable over the other 
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companies or partnerships, any portion of whose stock is lieldJn sai: trust. It shall 
be their duty as stockholders of said companies to elect as directors and (ifticei’s 
thereof faithful and (competent men. They may elect themselves to siuth ]K)sitions 
when they see fit so to do, and shall endeavor to have the affairs of said (companies 
managed and directed in the manner they may deem most condutiive to the best 
interests of the holders of said trust certificates. 

nfi) All the powers of the trustees may lx; (‘xercisotl by a mujoritv of their number. 

Tliey may appoint from their own numl)er an executive and other committees. A 
majority of each committee shall exercise all the powers which the trustees may con¬ 
fer upon such committee. 

(17) The trustees may employ and pay all su(;li agtaits and attornevs as they may 
deem necessary in the management of said trust. 

(18) Each trustee shall i)e entitled to a salary for his services not exceeding twenty- 
five thousand dollars per annum, except t he president of the board, who may be voted 
a salary not exceeding thirty tbousaml dollars per annum, which salaries shall he 
fixed by said hoard of trustees. All salaries and t‘xpenses c()nnected with or grow¬ 
ing out of the trust sljall be paid by tlie trustees from the trust fund. 

(Ifi) Tlie board of trustees shairhaveita pi-incipal otfi(xi in the city of New York, 
iinli^'^H (dmnged by voteof th(‘ trustees, at which otlicre, or in some placeof safe deposit 
in said city, the bomls and stocks shall be kept. The trusto(^s shall lia\ e power to 
a<lopt rules and regulations pertaining to the meetings of the board, the election of 
ollicers, anjl the management of the trust. 

(20) The trusUxiH shall render at each annual meeting a statement of the affairs of 
the trust. If a termination of the trust he agreed upon, as hereinafter provided, or 
within a reasonable time prior to its t(^rmination by lapse of time, the trustees shall 
furnish to the holders ot the trust eertilicates a true and perfect inventory and 
sippralsoment rd all shM^ks and other properly held in trust, and a staUauent of tlie 
financial affairs of the various companies wh(»se stocks are hel<l in trust. 

(21) Tlie trust shall continue <luring the lives of the survivors and survivor of the 
trustees iu this agrecmient named, and for twenly-om* years thereafter; provi<led, 
hovv'(*v(‘r, that if at any time after the expiration of ten years two-thirds of all the 
lji)l*lers iu value, or it after the expiration of one year 90 jht cent of all the hold¬ 
ers in value of trust certiiicates shall, at a meeting of holders of trust certificates 
called for that purpose, vote to terminate this trust at souk; time to be by them then 
and there fixi'd, the said trust shall terminate at the date so fixe<l. If the hoklers 
of trust certificates shall vote to terminate the trust as aforesiud, th(‘V may, at (he 
suiiK* meeting, ()r at a sul>se(pu‘nt meeting call(‘<l for that purpose, dei'ule by vote of 
two-thirds in value of their number the mode in which the affairs of the trust shall 
i.)e v.ouml U{>, and whether the trust j)idperty shall b(“ distributed or whether part, 
an«l if so, wliat part shall be divided and wliatpart sol<l, and whether such sales sliall 
he public or private. The trustees, who shall continue to hold their offi(‘es for that 
jxirjiose, shall make the distrilmtion in the mode diroch'd, or, if no mode he agreed 
upon, by two-thirds in value as aforesaid, the trnstei's shall make <listnhiition of the 
tinst property aecording to law. But said (li.-trihution, however made, and whether 
it be of property, or values, or of ludli, sliall be just and <Miiiitable, and such lus to 
insure to each (Hvnor of a trust certificate his due proportion of the trust property or 
the value thereof. 

(22) Jf the trust shall l>e terminated by the cxpimtion of the time for which it 
is created, the distribution of the trust piv^fierty shall be directed and made in tlie 
mode above provided. 

(28) This agreement, together with the registry of certificates, books of accounts, 
and other books ami ])apers (‘onnccted with tlie business of said trust, shall be safely 
kept at the principal office of said trustees. 

(Signatures.) 

sriM’l.KMlONT.Xn AOUKKMKNT. 

AVhereas in and by an agreement dated January 2,1882, and known as the Stand¬ 
ard Trust agreement, the parties thereto did mutually covenant and ugree^ intir aliay 
as follows, to wit: That corporations to be known as Standard Uil Companies of vari¬ 
ous States should be formed, and that all of the pro]>crty, real and personal, assets, 
and business of each and all of the corporations un<l limited partnerships mentioned 
or embraced in class first of said agreement should ho transferred and ve.sted in the said 
several Standard Oil Companies; that all of the proi>erty, assets, and business in or 
of each particular State should l>e transferred to and vested in the Standard Oil 
Company of that particular State, and the directors and managers of each and all of 
the several corporations and associations mentioned in {rlassfiist were authorized and 
directed to sell, assign, transfer, and convey, and make over to the Staudanl Oil 



1226 HEABINGo jci£.r uniL itiB iiMjU9iKiAL> 


Company or Companies of the proper State or States, as soon as said corporations 
were or^nizeri and ready to receive tlie same, all the property, real and person,u 
assets and business of said corporations or associations; and whereas it is iii,t 
deemed expedient that all of the companies and associations mentioned shonl.) 
transfer their property to the said Standard Oil Comiianies at the present time, and 
in ease of some companies and associations it may never be deemed expedient that 
the said transfer should Ixi made, and said companies and associations go out 
existence; and whereas it is deemed advisable thatradiscretionary power Sioiild I,,, 
vesto'd in the trustees as to when such transfer or transfers should take place, it at 
all: Now, it is hereby mutuallv agreed Ixttween the parties to the said trust agree¬ 
ment, ami M supplementary thereto, that the trustees nameti in the said agreement 
and their successors shall have the power and authority to decide what companies 
shall convey their property as in said agreement contemplated, and when the said 
sales and transfers shall take place, if at all, and (fntil said trustees shall so deciile, 
each of said companies shall remain in existence, and retain its property and hnsi! 
ness, and the trastees shall hold the stocks thereof in trust, as m said agreenicnl 
provided. In the exerci.se of said discretion the trustees shall act by a majority ,, 1 ' 
their nnmlHir as provideil in said trust agreement. All iwtions of said trust agree- 
nient relating to this .subject shall be considered so changed as to be in harmony with 
this sui>pleinental agreement. ' • 

In witness whereof, the said partii's have sub.scribed this agreement this4th dav of 
January, 1882. 

(Duly signed by the same parties.) 

Bv-L.awb op the Trustees ok the St.vnd.xki) Oil Trust. 

Article I .—Election of trustees. 

Tnistees shall be elected by ballot by the owners of tiust certificates or their proxies. 
Klections of trustees to succeed those already appointed shall he held annually, at 
whii'h election a sufficient number of trustees shall be elected to fill all vacaurica 
occurring either from expiration of the term of oflko of any trustee or from any 
other cause. 

.\ll trustees shall be elected to hold their office for three years, except tliose elci tcd 
to fill a vacancy arising from any cause except expiration of term, wlio shall In- 
elected for the balance of the term of the trustee whose place they are elected to lill. 
Every trustee sliall hold his office until his successor is elected. 

The annual meeting of the holders of tnist certificates and the election of trusices 
shall be held at the office of the trustees in the city of New York, on the first Weclms- 
day in April of each year, unless otherwise ordered by the trustees, and the said 
meeting may lx* adjourned from day to day until its business is completed. 

Special meetings of the holders of trust certificates may be called by a majority of 
all the trustees at such time and place as they may appoint. 

Special meetings shall also lie called by a majority of the trustees whenever 
reriuested so to do, by a reejuest signed by the holders of 10 per cent in value of 
f rust certificates. 

The busine.ss of such special meetings shall be confined to the objects specitied in 
the notice given therefor. 

Notice of the time and place of all meetings of owners of trust certificates shall he 
given by a personal notice, as far as poasible, and shall also be advertised in one of 
the principal newspapers published in each State in which a Standard Oil Company 
exists, at least ten days |>revious to the time of meeting. 

.\t all meetings the owners of trust certificates, who may be rostered as such on 
the books of the trustees, may vote in person or by proxy, and shall have one vote 
for each and every share of trust certificates standing in their names, but no siu n 
owner shall be entitled to vote uimn any share which has not stood in his nanie 
thirty days prior to the day appointed for the election. 

The transfer books may be closed for thirty days immediately preceding ihc 
annual election. 

A majority of the shares represented at such election shall elect. 

At all elections of trustees the board of trastees shall be the judges of the qualmca- 
tion of voters; shall prescrilie rules and regulations for voting, appoint tellers < 
direct and count the votes, and cause the result of the election to be entered in tu 
on their minutes. _ < i ,■ wn 

The trustees may commit *heir powers in this matter to a committee of their o 
members. 
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The election shall he held on a day designated for that purpose, unless prevented 
by accident, in which case the trustees shall designate another day for the election. 

Akticle II .—Board of 

The hoard of trustees at their first meeting after their annual election shall elect by 
ballot from their own number a president, vice-president, treasurer, and secretary, 
and such officers shall hold their offices during the pleasure of the l)oard. When¬ 
ever a vacancy occurs in the board of trustees more than sixty days prior to the 
annual meeting for the election of trustees, it shall be the dutv of the remaining 
trustees to call a meeting of the holders of the trust certificates'for the purpose of 
electing a trustee or trustees to fill the vimancy or vacancies. 

If any vacancy occurs in the hoard of trustees from any cause within sixty days 
of the date of the annual meeting for the election of trustees, the vacancy liiav be 
tilled by a majority of the remaining trustees, or at their option may remain vai-ant 
until the annual election. 

The board may also appoint an assistant trea.surer, assistant .secretary, auditor, and 
such additional officers, agents, executive, and other committees as' it may deem 
ailvisable, and remove the same at its pleasure. 

In the absence of the president and vice-president the board may appoint a chair¬ 
man lire tempore; during a prolonged absence or inaiiility of tlie president or any 
other officer, the board may appoint subatitutos pro tempore, and on the death or res¬ 
ignation cif the president or other officers, it shall fill the vacancy. 

A majority of the trustees shall be required to constitute aiinorum for the transac¬ 
tion of business, but less than a quorum may iwljoum from time to time ami from 
place to place. 

Regular meetings of the board of trustees shall be held on the tinst V’ednesday of 
■lanuary, April, July, and October of each year, unless the same shall lie a legal holi¬ 
day, in"which event the meeting shall be held i.in the day following. 

Ahtu i.e III .—The jiri-miml. 

The president shall preside at all meetings of the owners of trust certificates or 
trustees if present; apjxiint or remove all officers and agents other than those elected 
bv the owners of trust certificates or the board of trustees; call meetings of the 
liiiard of trustees, when requested by a majority of the trustees in writing; sign all 
certificates of shares, and have a general care, supervision, and direction of the affairs 
of tlie trust. lie shall liave jxiwer to call meetings of the board from time to time 
wl'.en he shall think projMjr; to sign certifiiaites of shares in blank and leave them 
with the treasurer in sufficient numbers to provide for the prompt transfer of shares. 

In the event of the death, absence, or inability of the president to perform the 
duties imposed upon him by these by-laws and the orders of the lxiard of trustees, 
the vice-president may exercise his powers .and perform his duties, subject to the 
control of the board of trustees or executive committee. 

Artici.e IV .—The neeretary. 

It shall he the duty of the secretary to'notify the members thereof of all meetings 
of the board of trustees, when required by the president or by a majority of the 
trustees in writing; to attend such meetings when practicable, keep true records of 
the proceedings; attest such records after meeting by his signature; safely keep all 
documents and papers wdiich shall come into his possession, aud_truly keep the books 
and accounts of the tnist appertaining to his office, so a.s at all times to show the real 
condition of the trust affairs, and shall pre.sent statements thereof when required by the 
board. He shall keep latoks in which transfers of shares may lie made bv any ow'iier 
of trust certificates or his attorney dulv constituted in writing; also a share Iwlger 
and certificate book; prepare new certificates upon the transfer of shares and sur¬ 
render of the old certificates, and keep a register of all the certificates iasued. 

On the day of the annual election the seiiretary shall furnish for the use of the 
inspectors an alphabetical list of the names of all the owners of tnist certificates 
who shall have been registereil as such for thirty days prior to said election. The 
assistant secretary shall perform such of the duties of the secretary as may lie 
required of him by the board of trustees. 

Article V.— Treamrer. 

It shall be the doty of the treasurer to keep and account for all moneys, funds, and 
property of the trust which shall come into hie hands, and he shall render sticn 
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accounts and present such statements to the trustees and executive committee as may 
be required of him. 

Disbursements shall only lx; made by him under resolutions of the board of trus¬ 
tees, or by the executive committee, or upon vouchers approved by the proper offi('ers. 

He shall sign certificates of shares when presented to him after they shall liave 
been signed by the president. 

The assistant treasurer shall perform such of the duties of treasurer as may la- 
required of him by the board of trustees. 

Article VI .—Executive eommittce. 

The executive committee shall possess and exercise by a majority of all its membei-a 
all tlie powers and duties of the board of trustees, bij,t only when the board shall not 
be in session. They shall keep a record of all their proceeilings, which shall lie cer¬ 
tified by the secretary under his hand, which record shall be rea<l at the next en.«ii- 
ing meeting" of the board of trustees. The secretary shall call meetings of tbi.s 
committee on the requisition of the president of the board or of any of its members. 

Article VII. 

The fiscal year of this trust shall be the calendar year. 

Article VIII. 

These by-laws may Ix) altered, amended, or repealed at any meeting of the owm r.s 
of trust certificates by a vote of majority in value of all the owners represented, pro¬ 
vided, however, that all by-laws relative to formal meetings and foniial duties of the 
trustees and officers may be alterixl by the board of trustees. 

REVISED CHARTER OF THE STANDARD OIL COMPANY OF NEW 

JERSEY. 

Remlml, That it is advisable to alter the charter of tliia company to read aa below 
stateil, and that a meeting of the at(X‘kholders he called to meet at the principal o|]i< i- 
of the company in Bayonne, New Jersey, on the 14th day of June, 18U9, at 11 a. in., 
to take action thereon, notice of such meeting to he signed by the president lunl 
secretary and given to each stockholder in person, or mailed to his jiroper post-ollice 
address, at hast ten days previous to the time of mec'ting, as proviile<l liy the by-law. 

First. The name of the corporation is Standanl Oil Comjiany. 

Second. The location of the iirincipal otlice in the State of New Jersey is at the 
comiiany’s refinery in the city of Bavonne and county of Ilmlson. The name of tiie 
agent therein anrl in charge thereof, and uikiii whom process against this company 
may be serveil, is J. H. Alexander. 

’fhird. The objects for which this company is formed are: To do all kinds of min¬ 
ing, manufacturing, and trading hiisine.ss; transporting goods and merchandise hy 
land or water in any' manner; to iaiy', sell, lease, and improve lamls; build houses, 
structures, vessels, <ars, wliarves, doeksj, an<l piers; to lay amt operate pipe lines; to 
erectend ojierate telegraph and teleplione lines ami lines for eoudueting electricity: 
to enter into and carry out contracts of every kind pertaining to its Imsincss; toaeqiiire, 
use, sell, and grant lieenses under patent rights; to purchase or otherwise acquire, 
hold, sell, assign, and transfer shares of capital stock and Ixuitlp or other evideiiees et 
indebtedness of corporations, and to exercise all the privileges of ownershiii, includ¬ 
ing voting upon tlie stocks so held; to carry on its imsincss aqil have otfieeis and 
agencies therefor in all parts of the world, and to hold, purchase, mortgage, and enn- 
vey real estate and personal property outside the State of New Jersey. 

Fourth. Tlie total authorized stock of the corporation is one hundred and ten mil¬ 
lion dollars, divided into one million and one hundred thousand shares of the jiai 
value of one hundred dollars eac:h. Of said stock the one hundred thousand shau's 
now issued and existing shall be preferred stock, and the increase of one 
shares shall be common stock. .Said preferred stock shall entitle the holder tbercni 
to receive out of the net earnings a dividend of and not exceeding one and one-hau 
.per centum quarterly before any divddend shal. ne paid on the common stock. ' '’"’J 
mon stock may, at the disiTetion of the eonqiany, he issued in exchange for profcn''‘‘ 
stock, and all preferred stock so received by the company shall be canceled, t 
mon stock may also be issued in payment for such property as t*'®, 
anthority to purchase. Holders of preferred and of common stocks shall have 
voting power. ’ 
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Fifth. The names and post-office acidresses of the incorponitors and the number 
of shares subscribed for by each shall remain as set forth in the original certificate of 
incorporation. . , , . , 

Sixtii. The duration of the corporation shall be unlimited. 

Seventh. The corporation may use and apply its surplus earnings, or accumulative 
]>rofits authorized by law to he reserved, to the purchase or a^^qiiisition of property, 
and to the purchase or ac^quisition of its own cajHtHl stock from time to time, to sucli 
extent and in such manner and upon siudi tenns as its hoanl of directors shall 
didcrmine; and neither the property nor the (capital stock so t)nrchaHed or ac<juired, 
nor anv of its capital stock taken in payment or satisfaction of any debt dut‘ to the 
corporation, slmll he n^garded as profits for the puri)ost.* of di'claration or payment of 
ai\ idends, unless otherwise determined by a majority of tlie board of director or a 
majority of the 8tockholdei*s. 

The corporation, in its bv-laws, may prescribe tlie number necessary to constitute 
a (jnoruni of the board of ilirectors, which may he less than a majority of the wliole 
iiuinber. 

The number of directors at any time may Vie increased or diminished liy vote of 
the l>oard of directors, and in ca.se of any such in<Tea.se tlie Ixjanl of direcpn-s sliall 
have power to elect such additional directors, to hold office until tlie next meeting 
of stockholders, or until their succes.sors shall he elected. 

The hoard of directoi^ shall have powiT to make, alter, amend, and rescind the 
)»y-law8 of the corporation, to fix tlie amount to l»c n^scrvi'il as working capital, to 
aiilliorize and to cause to lie exeinited mortgages ami liens ui)on the real and pt^rsonal 
projicrty of the corporation, and from time to time to sell, assign, transfer, or other¬ 
wise disjiose of any or all of the property of the coriioration; lait no such sale of all 
of ihc [>ropertv shall he made except iiursiuint to the voles of at k^ast two-thirds of 
(lie hoard of directors. 

'I'Ih^ hoard of directors, by resolution passed by a majority of the wlmk* hoard, 
inav ilesignate thrcHi or more directors to constituU* an executivi* c<jmniittee, which 
committee, to the extent provided in said resolution or in the by-laws of tlie corpo¬ 
ration, shall have, and may ex<!rcise, the ])ower of tin* hoard of <lireetors in the man¬ 
agement of the Viusiness and affairs of tlie coriioration, and shall have power to 
anihorizo the seal of the corporation to be affixed to all papers which may requireit. 

'Pile board of directors from time to time shall determine whether and to w’liat 
<*xlent,and at what times and places, and under what conditions and regulations, the 
accounts and hooks of the <*orporation, or any of them, shall be open to the inspection 
of the stoi^kholders; and no stockholder shall liave any riglit of in.specting any 
aecount or book or document of the corporation except as conferred by statute or 
luitaorized hy the hoard of directors by a res<iliition of tlie stockholders. 

Tlie board of dire<-torH shall have power to hold its mei'tings, to have one or more 
offices, and to keep the hooka of the corporutir'ii (exc(“pt tlie stock and transfer hooks) 
outsi<le of the State, at such places as may lie from time to time designated by them. 

1 certify that the above resolution was adopted liy the Ixiard of directors of tlie 
Standard Oil Oomiiany at a meeting held on the 2()th day of May, A. 1). 1899, a 
majoiity of directoi’s Ix^ing pre.sent and voting in favor thereof. Witness the 
seal of said corporation. 

[coiU'ORATE SEAL.] L. D. Clauke, Sccrctanj. 


By-Laws of the Standauii Oil Company of New Jersey. 

Article I. — Meethuj of .stockholders. 

The annual meeting of stockholders and the election of directors shall be held at 
the office of the company in Bayonne, New Jersey, on the second Tuesday in Jan- 
yary in year, and ^id meeting may he adjourned from day to day until its 
business is completed. 

Special meetings of the stockholders may be called by a majority of all the directors 
times and plaees as they may appoint. 

The directors shall also call a meeting of stockholders within ten days after a 
request so to do signed by a majority of the stockholders. 

The business of such special meetings sball l>e confined to the subject .specified lu 
the notitxj therefor. 

Notice of the time and place of all meetings of stockholders shall ho, signed hy 
the secretary and be given to each stockholder in person or V>e inailed to his proper 
post-office address at least ten days previous to the lime of meeting. 



1230 HEARINGS BEFORE THE INDUSTRIAL COMMISSIOJf. 


At all meetings stockholders who may be registered as such on the books of the 
coitipany may vote in person, by agent, or by proxy, and shall liave one vote for 
each and every share of stock standing in their names, but no shareholder shall 1 h‘ 
entitled to vote upon any stock which has not stood in his name ten days prior to 
the day appointed for the election. 

The transfer books may be closed for ten days previous to the annual election. 

At all elections the directors shall be the judgesof the qualifications of voters, shall 
prescribe rules and regulations for voting, aiipoiut insl^ectors to collect and count the 
votes, and cause the result of the election to be entereil in full on their minutes. 

The board may commit its powers in this matter to a committee of its own 
members. • 

The election .shall lie held on the day designated for that purpose unless lu'eventi .l 
by accident, in which case the board shall designate,^nother day for the election. 

A majority of the stockholders present at any meeting shall constitute a quoruin. 

Artk'i.e 11.— lio'ird of (linTtim. 

The laiard of directors shall consist of thirteen persons, who shall hold tlnir 
office one year and until thidr siu'cessors are elected. 

The board of directors at their first meeting after every annual election shall elci t 
a president, four vice-presidents, a treasurer, and secretary, and such officers shall 
hold their offices during the jileasure of the boanl. due person may lie both 
secretary and treasurer. 

In case of any vacancy in the lioard of directors by death, resignation, or other¬ 
wise, the board shall have the jxiwer to till for the unexpired term such vacancy hy 
ballot. 

The board may also appoint one assistant treasurer, one assistant secretary, and sneli 
additional officers and agents as they may deem advisable, and remove the same at 
their (ileasure. 

In the absemw of the |iresident and vice-presi<lent, they may appoint a chaii'iiiaii 
pro tempore. 

During a prolo.nged absence or inabilitv of the president, or any other officer, they 
may appoint .suIiatitutCH pi'o timijiori', anil on theileath or resignation of the ]iresi- 
deiit, or other officer, they sliall till the vacancy. 

Five of the directors shall he reiiuired to constitute a quorum tor the transaction of 
busine.ss; but less than a quorum may adjourn from time to time and from ])lacc to 
place. 

The board of directors tmiy at their option hoM their meeting at any place outsiilc 
of the State. 

Dividends upon the capital stock of the company, when earned, shall be ileclan il 
by the Ixiard of directors on the first Tuesday of Feliruary, ilay, August, and Novcin- 
Ijer in each year, tint same to be payable on the both of the succeeiiing month. The 
board shall have power to fix the amount to be re.served as working capital. 


A UTicLE III.— VvesUIrnt. 


The president shall preside at all meetings of the stockholders or directors, if 
present; sign all certifirates of stock amt have a general care, supervision, and direc¬ 
tion of the affairs of the company. He shall have power to call meetings of the 
Iwardfrom time to time when he sliall think proper, or when reijnested by a majority 
of the Ixiard. , 

In the event of the death, absence, or inability of the president to perform any duties 
impost ujxm him by these by-laws and the order of the Ixiard of directoi-s, llic 
vice-president may exercise his powers and perform his duties, aabjeet to the contrcl 
of the board of directors. 

Article IV.—Secretary. 


of 

majority 0i nn; -V ' u 

true records of the votes at elections and all other proceedings; attest such recoru 
after every meeting by his signature; safely keep all documents and pawra w lucii 
shall come into his jiossesBion, and truly keep the books and accounts of the com¬ 
pany appertaining to his office; and shall present statements thereof when requu'c' 
by the Wird. lie shall keep books upon which transfer of stock may tie maitc >> 
any stockholder, or his attorney duly constltuteii in writing. He sMl preparii ne 
certificates upon the transfer of shares and surrender of the old certificates and Kc 1 
a register of all certificates issued. The assistant secretary shall iierfonn sucii 
these duties as the directors may require. 
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Article V. — Trcumrn-. 

It shall be the duty of the treasurer to keep and account for all monies, funds, and 
property of the company which shall come into his hands, and he shall render such 
acc^ounta and present such statements to the directors as may lx; reouiivd of him. 
He shall deposit all funds of the company which may <•01110 into his hands in such 
bank or banks as the directors may designate; he shall keeji his liank accoimt in Ihe. 
name of the conipaijy, and shall exhibit his Ixioks ami account.s to anv director uism 
upiilication at the office during ordinary business hours; he shall indorse fur collix-- 
tiiin the bills, notes, checks, and other negotiable instruments received by tbe com- 
jiany; he shall sign all bills, notes, checks, and other negotiable instruments of the 
comiiany; and shall pay out money on the business as the corporation mav reijuire, 
taking proper vouchers therefor, iirovidiid, however, that the directors shall have 
power by resolution to delegate any of the duties of the treasurer to other otlicers, 
and to provide by what officers all bills, notes, checks, vouchers, oniers, or other 
instruments shall be signed. The assistant secretary shall perform such of these 
duties as the directors may require. 

Article W.—Corpimite xml. 

A corporate seal shall be prepare<l an<i sliall be kept by tile secretarv in tbe office 
of the conjpany. 

The impression of the seal may lie made and atte.sted by either the .secretary or an 
assistant .secretary for the authentication of contracts and other jiapers n'quiring the 
s<al and bearing the signature of the president or one of the vice-presidents. 

Article VII .—Fixcnl ijmr. 

The fiscal year of this corporation shall be the calendar year. 

Article A’III.— Amendmentx. 

These by-laws may lie altered or amended by a vote of the ilirectors af any 
meeting. 


CKRTIFICATK OF INCORPORATION OF FKDERAL STliKf. ('O.MPANY. 

[Interiuil-roveuuo sttimp, lU cents, cnnceletl.] 

[flopif^tcrcrt oflico with the Corpomtioii Trust (Vimpany of New Jersc\’, 00 .■'treet, Jersey 

City, J.j 

First. The name of the corporation is Federal Steel Coinpany. 

Set'ond. The location of its princi])al oilic^e in the State ot New .Tei'sev is at X<d. 
Orand street, in the city of Jersey City, (bounty of llmlson. Said otliee is to lie iv^- 
istered with the Corponition Trust (\)inj)any of New Jem*y. The nanu* of tlie a;;ent 
thereinand in charge thereof, and upon whom process against tliis c<jri)oratiou may 
be served, is the Corporation Trust (d)iupany of N<‘w Jersey. 

Third. The objects for which, and for any of wliich, the corporation is formed, are 
to (lo any or all of the things herein set f4)rth, to tlie same extent as natural persons 
might or could do, and in anv part of the vvijibl, viz: 

Mining of all kinds; manufacturing of all kinds; tmnsportation of goods, merchan¬ 
dise, or ^s.senger8, upon lami or water; building lM>nsi‘s, strueture.s, ve&selt-, sbi])s, 
boats, railroads, engines, cars or other equipment, wharves or docks; constructing, 
maintaining, and operating railroads (other than railroads within the State of New 
Jei'sey), steamship lines, vessel lines, or other lines for tmnsportation; the purchase, 
miDrovement, or sale of lands; 

To manufacture, purchase, or otherwise ac^piire, to hold, own, mortg^e, pledge, 
Sell, assign and transfer, or otherwise dispose of, to invest, trade, <leal in and deal 
^v'lth goods, wares, and merchandise, and proi)erty of every cla.ss and ^lescription; 

To acquire and unde^ke all or any t^rt oi the liusiness, assets, and liabilities of 
i)er8on, firm, association, or corporation; 

lo apply for, purchase, or otherwise acquire, and to hold, own, use, operate, and 
m sell, assign, or to otherwise dispose of, to grant licenses in respect of or otherwise 
turn to account any and all inventions, improvements, and processes used in con¬ 
nection with, or secured under letters patent of the Unite<l States or elsewdiere, or 
otherwise; and, with a view to the working and development of the same, to carry 
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on any bueinesa, whether manufaetnring or otherwise, which the corporation niav 
think calculated directly or indirectly to effectuate these objects; ^ 

To enter into, make, perform, and carry out contracts of every kind with any per¬ 
son, firm, association, or corporation; 

To have one or more offices; to carry on all or any of its operations and business- 
and unlimitedly and without restrudion to hold, purchase, mortgage, lease, and cum 
vey real and personal property in any State or Territory of the United States, and in 
anv foreign country or place. 

In general to can-)' on any other business in connection therewith, whether mann- 
facduring or otherwise, with all the powers conferred by the laws of New Jerst-y 
upon ccs^irations under the act hereinafter referred to. 

Fourth. Tile total authorized capital stock of the corporation is two hun<lrc(l 
million dollars ($200,000,000), divided into two myiion (2,000,000) shares of the par 
value of one hundred dollars ($100) each. 

Of such total authorized capital stock, one million shares, amounting to $100,000,000 
shall be preferred stock, and one million shares, amounting to $100,000,000, shall he 
common stock. 

From time to time the preferred stock and the common stock shall he issiicil in 
such amounts and proportion a.s shall he determined by the board of directoi-s, and 
as may be jawmitted by law. 

Tlie preferred stock shall Ix^ ontitleil, out of any and all surplus net profits, when¬ 
ever declanxl by the Ixiard of directors, to noncumulative dividen<ls at tne rates of, Imt 
not exceeding, six ix>r cent per annum for the fiscal year Iwginning ou the fir-it day 
of Januarv, 1890, and for each and every fiscal year thereafter, payable in isreferenco 
and priority to any iiayment of any dividend on the common stock for such fisrnl 
vear. In addition thereto, in the event of the disjolution of the corporation, Ihc 
liolders of the preferred stoi-k shall be entitleil to i-cceive the par value of their pr-i'- 
ferred shares out of the surjilus funds of the corporation Ixjlore anything shall he 
]>aid therefrom to the holders of the common stock. 

The common stock shall lie subject to the jirior rights of the holders of the pn- 
ferred stock, as herein declared. If, after providing for the payment of full dividends 
for anv fiscal year on the preferred slock, there shall remain any surplus net ]n-ofits 
of .sucfi year, any and all such surplus net protits of such year, and of any other liseal 
year for whii-h full dividends shall have been iiaid on the preferred stock, shall he 
applicable to dividends upon the common slock, when and as from time to time the 
same shall be declared by the board of directors and out of any such surplus net 
jirotits, after the close of anv fiscal year, the board of ilirectors may })ay dividends 
upon the common stock of the corporation for such fiscal year, but not until after Hie 
ilividends iifion the ])referred stock tor such Ihscal year shall have been actually jiaid 
or provided ami set apart. 

Fifth. The names of the incorporators (the ixist-oflico addresa of each is No. tiO 
Grand street, Jersey City, X. J.) and the number of shares of common stock (ten) 
subscribed for by each, the aggregate of which lining three thousand ilollars 
is the amount of capital stock with which the corporation will commence businci’S, 
are as follows: 

Kamo. 

Charles C. Cluft...Ten shares common stock. 

Charles MaeVeagh.Ten shares common stock. 

Benjamin C. Van Dyke.Ten shares common stock. 

Sixth. The duration of the corporation shall be unlimited. 

Seventh. The corporation may use and apply its surplus earnings, or accmnuliitcd 
profits authorized by law to be reserved, to the purchase or acquisition of •pmpcit.v, 
and to the purchase or acquisition of its own (aipital stock from time to time, to such 
extent and in such manner and ujxin such tenns as its boanl of directors shall deter¬ 
mine; and neither the property nor the capital stock so purchased and acquired, imr 
any of its capital stock taken in payment or satisfaction of any debt due to the cor¬ 
poration, shall be n^rded as profits for the i)urpo .«08 of declaration or payment ot 
dividends, unless otherwise determined by a majority of the board of directors or a 
myority of the stockholders. 

The corporation in its by-laws may prescribe the number necessary to constitute 
a quorum of the board of directors, which number may bo less than a majority oi 
the whole number. . rd of 

The number of directors at any time may lie increased by a vote of the boaru 
directors, and in case of any such increase the board of directors shall have 1'“"® 
to elect such additional directors, to hold office until the next meeting of stoc 
holders, or until their successors shall Ijo edected. 
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The board of directors shall have power without the assent or vote of tlie stock¬ 
holders to make, alter, amend, and rescind the by-laws of the corporation, to fix the 
amount to be reserved as working capital, to authorize and to cause to be executed 
mortgages and liens upon the real and personal property of the corporation; and from 
time to time to sell, assign, transfer, or otherwise dispose of any or all of tiie property 
of the corporation, but no such sale of all of the projierty shall be made except pur¬ 
suant to the vote of at least two-thirds of the Ixjard of directors. 

The board of directors, by resolution passed by a majority of the whole board, may 
designate three or more directors to constitute an executive committe-, wliich com¬ 
mittee, to the extent provided in said resolution or in the by-laws of the corporation 
shall have, and may exercise, the power of the Ixiard of directors in the luaniigement 
of the business and affairs of the corporation, and shall have power to authorize the 
seal of the corporation to be affixed to all jmjiers which may reijuire it. 

The board of directors from time to time sliall determine whether and to what 
extent, and at what times and places, and under what londitions and regulations, the 
aioounts and books of the corporation, or any of them, shall be open to the inspec¬ 
tion of the stockholders; and no stockhokh^r shall have any right of inspecting any 
account or book or document of the corporation, excefit as conferretl liy soitiite or 
authorized by the board of directors, or by a resolution of the stockholders! 

The board of directors shall have power to hold its meetings, to have one or more 
offices, and to keep the books of the corporation (except the stock and transfer books) 
outside o{ this State at such places as may be from time to time designated by them. 

It is the intention that the objects above specified in article third, exce|it where 
otherwise expressed in said article, shall t)e nowise limited or restricted by reference 
to or inference from the terms of any other article, clause, or paragraph in this 
certificate. 

The undersigned, for the purpose of forming a corporation in pursuance of an act 
of the legislature of the 8tate of New Jersey,'entitled “An act concerning corpora¬ 
tions” (Revision of 1896), and the varions acts amendatory thereof'and supplemental 
thereto, do make, record, and file this certificate, and do respectively agree to take 
the number of shares of stock hereinbefore set forth, and accordingly hereunto have 
set our hands and seals. 

Dated Jersey City, N. J., September 9, 1898. 

CtiAs. C. CuiFF. [seaI,.] 

CiiAKLEs MacVeagii. [seaI..] 

Benja.ui.v C. Van Dyke, [seal.] 

Ill presence of— 

James B. Dill. 

E. H. Gary. 

Francis Lynde Stetson. 

State of New Jersey, County of Hudson, ss: 

Be it remenibered that on this ninth day of September, A. D. eighteen hundred 
and ninety-eight, before the undersigned personally appeared Charles C. Cluff, 
Charles MaeVeagh, and Benjamin C. Van Dyke, who, I am satisfied, are the persons 
named in and wlio executed the foregoing certificate, and I, having first made known 
to them, and each of them, the contents thereof, they ilici each acknowledge that 
they signed, sealed, and delivered the same as their voluntary act and deed. 

James B. Dill, 

Mdstrr in Chmicery of New Jersey, 

[lOo. internal-revenue .stamp caneelltsl.) 

Received in the Hudson County, N. J., derk's office SeplemlHU- 9th, 1898, and 
recorded in clerk’s record No.-, on page-. 

John G. Fisher, Clerk. 

(Endorsed:) “Filed September 9, 1898. George VVurts, Secretary of State.” 


Federal Steel Company—By-laws—September 9, 1898. 

I. 

'• The title of the corporation is Federal Steel Company. 

Q mu office is at 60 Grand street, Jersey City, New Jersey. 

3. The corporate seal of the company shall have inscribed thereon the name of 
the corporation, the State (New Jersey), and the month and year of its creation 
(September, 1898). 

83a-78 
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11 . 

DIBSCTORS. 

4. The proprty and business of the corporation shall be managed and controlled 
by a board of directors, who shall at all times be^stockholders. They shall hold 
office for one year, and until others are elected and qualified in their stead. The 
number of the first board of directors shall be three; but at any time the number 
may be increased by vote of the board of directors, and, in case of any such increase 
the board of directors shall have power to elect such additional directors to hold 
office until the next meeting of stockholders, or until their successors shall be elected. 
If the office of any director becomes or is vacant^by reason of death, resignation, 
disqualification, increase in number, or otherwise, the remaining directors, by a 
majority vote, may elect a successor, w'ho shall hold office for the unexpi^ terin or 
until his successor is elected. 

III. 

MEETINGS OF .STOCKHOLDERS. 

5. The annual meeting of stockholders shall be held on the first Monday of April 
in each year if not a legal holiday, and, if a legal holiday, then on the day following, 
at the roistered office of the company in the State of New Jersey, commencing al Fi 
o’clock a. m., when they shall ele<d "by a plurality vote by ballot the full txiard of 
directors to serve for one year, and until their successors are elected or chosen ami 
qualified, each stockholder Ixiing entitled to one vote in person or by proxy for each 
share of stock standing registere<l in his name on the 10th day of the month preceding 
the election; provided, no shx’k shall Ire voted which has been transferred within 
twenty days of the time of the election. 

A majority in amount of the stock outstanding shall be requisite to constitute a 
quorum for an ch*tion of directors or the transiiction of other business. 

The polls for sutth election shall lie ojxiii at twelve o’clock noon and closeil al (me 
o’clock in the afternoon. 

Notice of the annual meeting may be published in a newspaper in the city of .New 
York once each week during tne calendar month next preceding the meeting; hut 
a failure to publish such notice or any irregularity in the publication or notice shidl 
not affect the validity of the said meeting or the procee<ling8 therein. 

Special meetings of stockholders shall be called by the secretary by mailing a 
notice at least five days prior to the date of meeting to each stockholder of record at 
his last-known post-office address, on the reijuest in writing, or by vote, of a majority 
of the board of directors or executive committee, or on demand in writing by stock¬ 
holders of record owning a majority in amount of the entire issued capital stock of 
the company. 

IV. 


MEETINGS OF DIRECTOR.S. 


6 . The board of directors shall meet at the office of the company in New York 
immediately after the adjournment of the annual meeting of stockholders and elect 
the officers of the corporation for the ensuing year. 

Regular meetings of the directors shall be held at the office of, the company in New 
York, or by order of the directors elsewhere, on a day and at an hour to be fixtd by 
resolution of the board. 

Notice of regular meetings shall be mailed to each director at his last-known post 
office address by the secretory at least three days previous to the time fixed for the 


office address by the secretory at least three days previous to the time fixed for the 
meeting. 

While the number of directors remains at three, a majority shall be necet^ry to 
constitute a quorum for the transaction of business; but if the number of directors 
shall be increased to fifteen, then six shall constitute a quorum for the transaction oi 
business. , ,. 

Special meetings of the board may be called by the president on one day s notn 
to each director, delivered to him personally or left at his residence or usual 
business; or such special meeting may be called in like manner on the wnttt 
request of three members. 
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7. Directors and members of the executive committee as such shall not receive any 
stated salary for their services, but may be allowed *10 each for attendance at each 
regular or special meeting if present at roll call, and until adjournment, unless 
excused. 

- VI. 

INSPECTOKS OF ELFXJriON. 

9. The board of directors, at a meeting held prior to the annual meeting of the 
stockholders, shall appoint two stockholders to act as inspectors and conduct the 
election of directors at the ensuing annual meeting of stockholders. Inspectors of 
election shall not be eligible to the office of director. If any inspector of election 
fails to attend the election, a successor may be apixjinted by the stockholders in 
attendance. 

VII. 

ORDER OK BUSINESS. 

10. Tlie order of business at the meetings of the board of directors shall be as fol¬ 
lows; 

(1) A quorum being present, the chairman shall call the board to order. 

(2) The minutes of the last meeting shall be read and considered as approved if 
there be no amendments. 

(3) Reports of officers of the comiiauy. 

(-11 Reports of committees. 

(f)) Unfinished bu.sines.s. 

(Cl Miscellaneous business. 

(7) New business. 

VIII. 

OFFICERS OF THE COMPANY. 

11. The officers of the company shall consist of a chairman of the board, presi¬ 
dent, first vice-president, second vice-president, secretary, general counsel, treasurer, 
auditor, and such other officers as may from time to time be elected or appointed 
by the board of directors. 

One person may hold more than one oflice. 

IX. 

OFFICERS. 

12. The directors shall elect from among their own number a chairman of the 
board, a president, a first vice-president, and a second vice-president; and shall also 
apjmint a secretary, treasurer, auditor, and general counsel. 

X. 

DUTIES OF THE CHAIRMAN. 

13. It shall bo the duty of the chairman to preside at all meetings of the board of 
directors and to give such counsel and advice as from time to time may by him lie 
deemed essential to the best interests of the corporation to the executive committee 
or to the president. 

XI. 

DUTIES OF THE PRESIDE.NT. 

14. It shall be the duty of the president, in the absence of the chairman of the 
board, to preside at all meetings of the board of directors; to have general and active 
management of the business of the company; to see that all orders and resolutions 
of the board are carried into efiect; to execute all contracts and agreements author¬ 
ized by the board; to keep in safe custody the seal of the company, and when. 
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authorized by the board or executive committee, to affix the seal to any instrument 
requirine the same, which seal shall always be attested by the signature of the pres¬ 
ident and of the secretary or the treasurer. He may sign certificates of stock. 

He shall have the general superintendence and direction of all the other officers of 
the company, except the chairman of the board, and shall see that their duties are 
properly performeu. 

He shall submit a complete report of the operations of the company for the year 
and the state of its affairs on the 31st day of December to the directorsat their regular 
meeting in April and to the stockholders at their annual meeting in April ol each 
year, and from time to time shall report to the directors all matters within his 
knowledge which the interests of the company may require to be brought to their 
notice. 

He shall lie ex officio a member of all standing committees, and shall have the 
general powers and duties of supervision and msSiagement usually vested in the 
office of the president of a corporation. 

He shall in a general way lie familiar with and exercise supervision over the affairs 
of the other cormrations in which this corporation may be interested. 

He shall freely consult and advise with the chairman of the board and also the 
executive committee in relation to the business and interests ol the corporation. 

XII. 


FIRST VICE-PRESIDENT. 

15. The first vice-president shall be vested with all the powers and required to 
perform all the duties of the president in his absence. He may sign certificates of 
stock; and he shall perform such other duties as may be prescribed by the board of 
directors. 

XIII. 

16. The second vice-president shall be vested with all the powers and required to 
perform all the duties of the president in the absence of both the president and iIk, 
first vice-president; he may sign certificates of stock, and he shall perform suoli 
other duties as may be prescribed by the board of directors. 

XIV. 

PRESIDENT PRO TEM. 

17. In the absence of the president and first vice-president and second vice- 
president, the board may appoint a president pro tern. 

XV. 

SECRETARY. 

18. The secretary shall be ex officio secretary of the board ol directors and of the 
standing committees; he shall attend' all sessions of the board; shall act as clerk 
thereof, and record all votes and the minutes of all proceedings in a book to be kejit 
for that purpose. 

He shall ^rform like duties for the standing committees when required. 

He shall give notice of all calls for installments to be paid by the stockholders, and 
shall see that proper notice is given of all meetings of the stockholders of the com¬ 
pany and of the board of directors, and shall perform such othlSr duties as may lx- 
prescribed by the board of directors or president. 

He shall be sworn to the faithful discharge of hie duty, and shall give such lion'l 
as may be required by the board of directors. 

The assistant secretary, if one is appointed, shall be vested with all the po'j'cm 
and required to perform all the duties of the secretary in his absence, inability, 
refusal, or neglect to act. 

XVI. 

TREASURER. 

19. The treasurer shall keep full and accurate accounts of recoipta and 
ments in books belonging to the company, and shall deposit all moneys and ot 
valuable effects in the name and to the credk of the company in such depositories 
may be designated by the board of directors or executive committee. 
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He shall disburse the funds of the company as may be ordered by the board 
taking proper vouchers for such disbursements, and shall render to the president and 
directors at the regular meetings of the board, or whenever they may require it an 
account of all his transactions as treasurer and of the financial condition of the com¬ 
pany, and at the regular meeting of the boani in April annually a like report for the 
preceding year. 

He shall give the company a bond in form and in a sum and with security satis¬ 
factory to the board of directors or the executive committee for the faithful perform¬ 
ance of the duties of his office and the' restoration to the company, in case of his 
death, resignation, or removal from office, of all books, papers, vouchers, money or 
othei property of whatever kind in his possession belonging to the corporation and 
containing such other provisions as the board of directors or executive committee 
may require. 

Certificates of stock, when signed by the president or first vice-president or second 
vice-president, shall be countersignwl by the treasurer, lie shall keep the accounts 
of stock registered and transferred in such form and manner and under such regula¬ 
tions as the board of directors may prescribe. 

The assistant treasurer, it one is appointed, shall be vested with all the powers 
and required to perform all the duties of the treasurer in his absence, inability, 
refusal, or neglect to act. 


XVII. 

AUDITOR. 

20. The auditor shall have supervision over all the accounts and account books of 
the company and see that the system of keeping the same is enforced and main¬ 
tained. 

He shall direct as to forms and blanks relating to books and accounts in all depart¬ 
ments, and no change shall be made without his consent or the consent of the 
Xiresident or executive committee. 

He shall see that there is kept in the bookkeeping department a set of books con¬ 
taining a complete record of all business transactions of the comjiany pertaining to 
accounts. 

He shall, when requesteii, furnish the executive committee or president a state¬ 
ment of the earnings and exfienses of the corporation or any other comjiany in 
which this corporation may be interested for any given time, and shall keep books 
and records lor the purpose of furnishing such statistics. 

He shall verity the as.seta reported by the treasurer or his assistant at least twice a 
year and make report of the same to the executive committee. 

He shall cause the books and accounts of all officers and agents charged with the 
receipt or disbursement of money to be examineii as often as practicable, or when 
rcquesteil by the president or executive committee, and shall ascertain whether or 
not the cash and vouchers covering the balance are actually on hand. 

He shall render such assistance and advice as the presidcntorexecutivecommittee 
may desire concerning the books and accounts and system of financial transactions of 
all other corporations in which this corporation is interested and furnish to the 
president or executive committee such stateiiieiits concerning the same as may be 
requested by them. 

In case of a default within his information at any time he shall at once notify the 
president and chairman. 


XVIII. 

GENERAL COUNSEL. 

21. The general counsel shall be the legal adviser of the company and shall per¬ 
form such services and receive such compensation as may be determined by the 
board of directors or the executive committee. 

XIX. 

DUTIES OP OFFICERS MAY BE DELEGATED. 

22. In case of the absence of any officer of the company, the board of directors or 
the executive committee may delegate his powers or duties to any other officer or to 
wy director for the time being. 
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XX. 


STANDING COMMITTBE. 

23. There shall be an executive committee of five directors, selected by the board, 
who shall meet at regular periods, or on notice to all by any ol their own number. 
They shall advise with and aid the oflficers of the cotapany in all matters concerning 
its interests and the management of its business; and when the board of directors is 
not in session the executive committee shall have and may exercise all the powers 
of the board of directors. 

The executive committee, unless otherwise provided by the board of directors, 
shall fix the salaries or compensation of all officers. „ 

The executive committee shall keep regular minutes, and cause them to be recorded 
in a book kept in the office of the company for that purpose, and report the same to 
the board of directors whenever required by them. 

XXI. 


TEKM OF OFFICE. 

24. Each officer shall hold his office only during the pleasure of the board of 
directors, unless otherwise provided by special ag^ment in writing signed by a 
majority of the executive committee. 


XXII. 


TRANSFER OF OTOCK. 

25. All transfers of the stock of the corporation shall be made upon the books of 
the company by the holder of the shares in person or by his legal representative; 
but no transfer of stock shall be made within 10 days next precemng the day 
appointed for paying a dividend. 

XXIII. 

CERTIFICATES TO BE CANCELED. 

26. Certificates of stock surrendered shall be canceled by the transfer agent at tlie 
time of transfer. 


XXIV. 


LOSS OF CERTIFICATE. 

27. Any person claiming a certificate or evidence of stock to be issued in place of 
one lost or destroyed shall make an affidavit or affirmation of that fact and advertise 
the same in such newspaper and for such space of time as the board of directors may 
require, describing the certificate, and shall furnish the company with proof of pnii- 
lication by the affidavit of the publisher of the newspaper, and shall give the boar; 
a bond of indemnity in form approved by the board, with on« or more sureties, i 
required, in double the par value of such certificate, whereupon the pr^identaim 
treasurer may, one month after the termination of the advertisement issue a neiv 
certificate of the same tenor with the one alleged to be lost or destroyed, but aiway 
subject to the approval of the board of directors. 

XXV. 


CONTRACTS AND AGREEMENTS. 

28. No agreement, contract, or obligation (other than a cheque) 
ment of money or the credit or liability of the company, for more th^ 
be made without the approval of the board of directors or of the executive commi 
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XXVI. 

CHEQUES FOR MONEY. 

29. All cheques, drafts, or orders for the payment of money shall be signed by the 
treasurer and countersigned by the chairman of the board or president or first or 
second vice-president. 

No cheque shall be signed by both the treasurer and chairman or president or a 
vice-president in blank. 

XXVII. 

30. The books, accounts, and records of tlie company shall lie open to inspection 
by any member of the board of directors at all times; and stockholders may inspect 
the books of the company at such times only as the executive committee or board of 
directors may by resolution designate. 

XXVIII. 


ALTERATION OF I1Y-LAM'.S. 

31. The board of directors, by a vote of a majority of the memlxirs present at any 
meeting,.may alter or amend these by-laws, but no alteration shall be made unlem 
proposed at a meeting of the board and considered at subsequent meetings. 

XXIX. 

None of the shares of the capital stock of the Minnesota Iron Company, the Illi¬ 
nois Steel Company, the Ixirain Steel Company, or the Elgin, Joliet and Eastern Rail¬ 
way Company shall hereafter at any time or times lie sold, assigned, transferrwl, 
pleilged, mortgaged, or incumliereil hy the directors of the Federal Steel Commny 
without making at least sixty days’ previous publication in two prominent daily 
newspapers published in the city of New York of the intention to make such sale, 
transfer, assignment, pledge, mortgage, or incumbrance; and also, at the date of the 
first publication, filing a similar written notice with the chairman and secretary, 
resjiectively, of the said committee on stock lists; and also obtaining the consent of 
those holding a majority in amount of the shares of stock of the Federal Steel Com¬ 
pany, by vote at a meeting regularly called and notice mailed to each stockholder at 
riis usual or last known place of business or residence at least thirty days before the 
time of meeting. 

The shares of the capital stock of the said Minnesota Iron Company, Illinois Steel 
Company, Lorain Steel Company, and Elgin, Joliet and Ea,stern Railway Company 
shall be placed and held in the name of .some jicrson or persons designated by vote 
of the directors of the. Federal Steel Company to act as trustee therefor, and the 
certificates for said shares shall provide by endorsement thereon that they are issued 
and can be transferred only in pursuance of the provisions of this by-law. 

This by-law shall never be repealed, amended, or modified except by consent of a 
majority of the stockholders of the F'ederal Stod Company obtained by vote at a 
meeting held pursuant to notice, stating the time, place, and object of the meeting, 
and mailed to eacli stockholder at his usual or last known place of business or 
residence at least thirty days before the time of meeting. 

'This first board of directors of the Federal Steel Company hereby distinctly 
waives, abrogates, and relinquishes, both for themselves and their successors, all rights 
and powers conferred by the articles of incorporation of Federal Steel Company 
which inay not be in accordance herewith, either as to amendment of by-laws or 
disposition of above-named property. 


XXX. 

The following specific days are hereby fixed for declaring dividends upon the 
common and preferred stock of the Federal Steel Company, namely; The second 
Mesdays in January, February, March, April, May, June, July, August, September, 
October, November and December in each and every year, providing, however, that 
iw dividends shall be declared except as permitted by law and by the provisions of 
uie certificate of incorporation of the company; and provided further, that no divi¬ 
dends shall be declared or paid except from accumulated profits excluding the sum 
or sums reserved as working capital. 
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AMERICAN TIN PLATE COMPANY. 


[lo-cent intcraal-n^veime Rtamp, oanceleS.] 

CERTIFICATE OF INCORPORATION. 

[Registered office with the New Jersey Registration and TJaist Company. East Orange, N. J.J 

First. The name of the corporation is the “American Tin Plate Company.” 

Seconil. The location of its princijial office in the State of New Jersey is at No. ,'>2-5 
Main strAit, in East Orange, county of Essex, and is to he registered with the New 
Jersey Registration and Trust Company. The said trust company is the agent 
herein and in charge thereof, and upon whom process against this corporation hiay 
be serveil. 

The corjipration shall have power to conduct its business in all its branches and 
have one or more offices, and unlimitedly to hold, purchase, and convey real and per¬ 
sonal proixjrty, both within and without the State of New Jersey, and in all other 
States, Territories, and colonies of the United States, and in all foreign countries 
and places. 

The officers of the corporation shall have no power to mortgage its real property 
except upon the consent in writing first obtaineil of the holders of a majority of the 
issiKM preferred stock hereinafter descrilied, or upon the affirmative vote of a’majorit v 
of the holders of the said preferred stock at a nueting duly called for that purpose, 
and upon such consent so obtained, or upon such affirmative vote so had, and not 
otherwise, the corjxiration shall have like jiower to mortgage its real pro|x)rtv to 
secure an issue of bonds or otherwise. 

Third. That the objects for which, and for each of which, this corporation is 
formed are: 

To manufacture, buy, sell, deal in and deal with tin, ternc, black plates, steel 
shecfts, and all like or kindred iirodiicts; to mine, manufacture, prepare for market, 
market, and sell the same and any articles or product in the manufacture or comim- 
sition of which’ metal is a factor, including the acquisition, by purchase, mining, 
manufacture, or otherwi.se, of all materials, supplies, and other articles necessary nr 
convenient for use in connection with and in carrying on the business herein nn n- 
tioned, or any part thereof. 

In furtherance, and not in limitation, of the general powers conferred by the laws 
of the State of New Jersey it is hereby expressly provided tliat the company sliiill 
have also the following jxiwers, that is to say; 

(a) To manufacture, purchase, or otherwise acquire, hold, own, sell, assign and 
transfer, invest, trade, deal in and deal with goods, wares, and merchandise and profi- 
erty of every class and description, and to do both mining and manufacturing of any 
kind. 

(fc) To the same extent as natural persons might or could do, to purchase or other¬ 
wise acquire, to hold, own, maintain, work, mine, develop, to sell, convey, or otherwise 
dLspo^ of, without limit as to amount, within or without the State of New Jersey, 
and in any part of the world, real estate and real property, and any interest ami 
rights therein. 

(c) To acquire the good will, rights, and property of all kinds, and to undertake 
the whole or any part of the assets and liabilities of any person, firm, association, or 
corporation, and to pay for the same in cash, stock of this corporation, bonds, or 
otherwise. 

(d) To apply for, obtain, register, purchase, lease, or otherwise acquire, and to 
hold, own, use, operate, introduce and sell, assign, or otherwise dispose of, any and all 
trade-marks, trade names, and distinctive marka and all inventions, improvemeuts, 
and processes useil in connection with or secureil under letters patent of the United 
States or elsewhere, or otherwise, and to use, exercise, develop, grant licenses iu 
respect of, or otherwise turn to aixiount any such trade-marks, patentSj licenses, con¬ 
cessions, processes, and the like, or any such property, rights, and information so 
acquired, and with a view to the working and development of the same; to carry on 
any business, whether mining, manufacturing, or otherwise, which the corporation 
may think calculated directly or indirectly to effectuate these objects. 

(e) To make and enter into contracts of every sort and kind with any individna, 
firm, association, coiporation, private, public, or municipal, body politic, and witli 
the Government of the United States, or any State, Territory, or colony thereof. 

(/) To do all and everything necessary, suitable, or proper for the accomplish' 
ment of any of the purjioses or attainment of any one or more of the objects hereui 
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enumerated, or which shall at any time appear conducive or expedient for the pro¬ 
tection or benefit of the corporation, either as holders of or interested in any prop¬ 
erty, and in general to carry on any business, whether manufacturing, mining or 
otherwise. 

(g) To do any or all of the things herein set forth to the same extent as natural per¬ 
sons might or could do, and m any part of world, as principals, agents, eonti’actors 
trustees, or otherwise. 

It is the intention that the objects specified and causes contained in this third 
paragraph shall, except where otherwise expressed in said jiaragraph, be nowise lim 
ited or restricted by reference to or inference from the terms of any other clause of 
this or any other paragraph in this charter, but that the objects specified in each of 
the clauses of this paragraph shall be regarded as independent objects. 

Fourth. The total amount of the capital stock of said ("orporation is to lie fifty mil¬ 
lion dollars (160,000,000), divided into five hundred thousand (.lOO.OOO) shares of 
one hundred dollars ($100) each. Of the said stock two hundred thousand (200,000) 
shares, amounting at par to twenty million dollars ($20,000,IXK)), are to be preferred 
stock, and three hundred thousand {.‘{00,(HX)) shai-es, amounting to thirty million 
dollars ($30,000,000), are to be common stock. 

The rights, privileges, and conditions following shall attach to the shares aforesaid, 
that is to say: 

(1) The common stock shall be subordinate to the rights of the preferred stock, 
except that both preferred and common stock shall have equal voting powers. 

(2) Th'e corporation shall not be at liberty— 

(u) To create or issue any other or further shares ranking in any respect pari pamu 
with or in priority to the aforesaid issue of two hundred thousand (200,000) prefer¬ 
ence shares; 

(h) Nor to create any charge, except as herein provided, upon the net profits of 
the corporation which shall not be subordinate to the rights of the preference shares; 

(c) Nor to reserve a surplus fund which .shall not he chargeable with the payment 
of the accrued dividends on the preference shares. 

(.3) The said preference shares shall carry a fixed cumulative preferential dividend 
at the rate of, but never exceeding, seven per cent. (7 %) |K:r annum on the par value 
I hereof, and such dividends shall he declareii quarterly on the .second days of Janu¬ 
ary, April, July, and Octolier in each year, or at such other time as the board of 
directors or the executive committee shall .see fit and determine. 

If in any year dividends amounting to seven [ht cent. (1%) per annum shall not 
be paid on such [ireferred stock, the deficiency shall lie a charge on the net profits 
and be payable, but without interest, before any dividends shall be paid upon or set 
a]iart for the (»mmon stock. 

(4) The balance of the net profits of the corporation, after the payment of said 
cumulative dividend at the rate of seven per cent. (7 %) per annum to the hohlers of 
the preferred stock, may be distributed as dividends among the holders of the geiu'ral 
or common stock, as and when the board cf directors or the executive committee 
shall in their dLscretion determine. 

(5) In the event of the liquidation or dissolution of the corjKiration the surplus 
assets and funds thereof shall be applied in the first place in repaying to the holders 
of the aforesaid cumulative preference shares the full amount of the principal thereof, 
and the accrued dividends, if any, charged before any amount shall be paid upon 
the common stock, and after such payment in full to the holders of said cumulative 
preference shares the surplus assets and funds shall belong to and be divided among 
the holders of the other shares. 

From time to time the preferred and common stock shall be issued in such amount 
and proportion as shall be determined by the Imard of directors, in accordance with 
the laws of the State of New Jersey. 

Fifth. The directors of the corporation shall lie divided into five closes, equal in 
number, in respect to the time for which they shall severally hold office. The first 
class shall be elected for a period of five years, the second class for a period of four 
years, the third class for a period of three years, the fourth class for a jieriod of two 
years, and the fifth class for a period of ono year; and at each annual election after 
1898 the successors to the class of directora whose terms expire in such year shall be 
elected to hold office for five years, so that the term of office of at least one class shall 
expire in each year. 

If the number of directors be increased, the directorships thus created shall be and 
be construed as vacancies to be filled by the board. 

Sixth. The namesand the post-office address of the incorporators, and the number 
of shares of common stock suSscribed for by each, the aggregate of which ($10,000) 
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is the amount of capital stock with which this corporation shall commence businesB 
are aa follows: ’ 


Name. 

Post-office address. 

Number of 
shares of 
common 
stock. 


27 Pine street, New York. 

90 

5 








Seventh. The duration of the corporation is to bo Berpetual. 

Eighth. ]. The board of directors shall have power without the assent or vote of 
the stockholders to make, alter, amend, and remind the by-laws of this corporation, 
and, subject'always to the payment of the dividends on the preferred stock, to fix 
the amount to be reserved as working capital. 

2. With the assent in w riting or pni'suant to the vote of the holders of two-thirds of 
all the stock, irrespective of class, issued and outstanding, the dinjctore shall have 
power and authority to sell, assign, transfer, convey, or otherwise dispose of tln^ 
property and assets of this corporation aa an entirety on such terms and conditions 
as tne directors shall deem tit, right, and just. 

.S. The boaixl of directors, and, when the board is not in session, the executive com¬ 
mittee, in addition to the ixiwers and authorities by statute tmd by the by-laws 
expressly conferred upon them, are hereby empowered to exercise all such powers 
and do all such acts and things as may be exercised or done by the corporation, I ml. 
subject, nevertheles.s, to the provisions of the statute, of the charter, and to any ng- 
ulations that may from time to time lie made by the stockholders: Prmtided, Tliat no 
relations so made shall invalidate: any provisions of this charter, or any prioi- ai ls 
of the directors or executive committee which would have been valid if such regula¬ 
tions had not been made. 

4. There shall be an executive committee of five memliers, who shall beelecteil by 
the stockholders from the directors and hold oflice as hereinafter provided. The 
said committee shall have and exercise all the powers expressly conferred uprin it liy 
this certificate of incorporation, and also all the powers of the board of dirccl ire 
whenever a quorum shall fail to be present at any statcrl or other meeting of the 
board, and as well at all times whenever the Ixjard shall not be in session, and shall 
have power to aflix the seal of the corporation to all papers which they may deem 
to require it. 

The committee shall have jxiwer to make rules and regulations for the condnet of 
its business, and to determine how many members thereof shall constitute a qnonim. 

The officers of the committee shall lie a chairman, a vice-chairman, and a si'cretury, 
who shall holil office during the term of their office aa members of the committee, 
and shall be elected by the stockholders. . . r 

At all meetings of the committee all questions shall be decideii by a majority of 
votes, and in case of an equality of votes the chairman, and, in his absence, the vice- 
chairman, and, in the absence of both, the secretary, shall liave a second and deciding 


vote. 

The stockholders shall, at their first meeting, elect by ballot the said committee of 
five members from the directors elected at such meeting, and the said officers thereol. 

The stockholders shall determine and fix the comiiensation to be paid to the mem¬ 
bers of the committee and to any of the officers thereof as such. 

At every annual meeting after the first meeting, whenever the,term of office ot tmy 
member or officer of the committee shall expire, the sUxtkholders shall elect a .‘•m- 
cessor. Any member of the committee may oe elected to succeed himself. 

Any director, irrespective of class, is eligible to election aa a member of the cxci u- 
tive committee. . ..i, ,i„. 

The term of office of each member of the committee shall be coextensive wunm 
term of his office aa director, unless the stockholders at the time of his election siiii 
fix a shorter period or term of office, which they sliall have power to do. j . 
member of the committee who shall cease to be a director of the company sliai 'p' 
facto cease to be a member of the committee. Members of the executive 
shall not be subject to removal tor any cause by the boanl of directors or otlierw , 
and shall hold office until their successors are elected and qualify. 

All vacancies in the executive committee shall be filled for the unexpirea 
from the directors by the remaining members of the committee, 

6. The directors shall from time to time dfttemiine whether, and to wnai - 
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and at what times and places, and under what conditions and regulations, the accounts 
and books of the corporati^ or any of them, shall be open to the inspection of the 
Btockholders; and no stockholder shall have any right to inspect any account or 
book or document of the corporation except as conferred by statute of New Jersey 
or authorized by the directors. ^ ’ 

6. The directors shall have power to hold their meetings, to have one or more 
offices, and to keep the boofe of the corporation (except the stock and transfer bwks) 
()Ut8id6 of this Stste, at such places as may from time to time be designated by them 
The undersigned, for the purpose of forming a coriwration in pursuance of an act 
of the legislature of New Jersey entitled, “An act concerning corporations (Revision 
of 1896),” and the various acte amendatory thereof and supjrlemental thereto, do 
make, record, and file this certificate, and do resiiectively agree to take the numlxir 
of shares of stock hereinbefore set forth, and accorduigly hereunto set our hands and 
seals. 

Dated East Orange, N. J., December 8th, 1898. 

In the presence of: 

John K. Turner. 

James B, Dill. [l. s. 

Howard K. Wood. [l. r.' 
Duncan T. McL.aren. [l. s,' 

James B. Dill, 

SolmtOT, ^7 I^ne slreet, New York CUy. 

State op New Jersey, County of Essex, ss: 

Be it remembered that on this eighth day of December, A. D. eighteen hun¬ 
dred and ninety-eight, before the undersigned personally appeared James B. Dill, 
Howard K. Wood, and Duncan T. McLaren, who, I am satisfied, are the [lersons 
named in and who executed the foregoing certificiate, and I, having first made 
known to them, and each of them, the contents thereof, they did each acknowleclge 
that they signed, sealed, and delivered the same as their voluntary act and deed. 

Fred’k Seymour, 

Master in Chancery of Netv Jersey. 

[lO-ccnt Internal-revenue stamp, canceled.} 


Received in the clerk’s office of the county of Essex, on the thirteenth day of 
December, A. D. eighteen hundred and ninety-eight, and recorded in Book No. 15 of 
incorporated business companies for said county, page 164. 

William 0. Kuebler, Clerk. 

Endorsed: “ Filed December 14, 1898. 

“Georoe Wurts, Secretary of State.” 


American Tin Plate Company—By-Laws. 

[Adopted by the stockholders December 15, 1898.] 

TITLE—LOtlATION. 

1. The title of the corporation is the “American Tin Plate Companv.” 

2. The principal office in New Jersey shall be and be registered with the New Jer¬ 
sey Registration and Trust Company, 525 Main street. East Orange, New Jersey. 

The corporation may also have an office in the cities of New York, New York; 
Pittsburo, Pennsylvania; Chicago, Illinois, and also offices at such other places as the 
board of directors may appoint or the business of the corporation may require. 

DIRECTORS. 

3. The property and business of the corporation shall be managed by a toard of 
diret^rs, flft^n in number. They shall lie divided into five classes, equal in num¬ 
ber, in respect to the time for which they shall severally hold office. At the first 
election of the corporation the first class shall be elected for a period of five years, 
the ^ond class for a period of four years, the third class for a period of three years, 
the fourth class for a period of two years, and the fifth class for a period of one year, 
and at each annual election thereafter the successors to the class of directors whose 



1244 HEABINOS BEPOB® TJHB INDU8TBUL COMMISSION. 

terms expire in such year shall be elected to hold oflSoe for five years sn * , 
term of office of at least one class shall expire each year. ■' ’ 

The number of directors may be increased or decreased by amendment of t.i ■ 
provision of the by-laws. 

4. If the office of any director, or of the president, vice-presidents, secretary tr«i«- 
urer, assistant secretary, assistant treasurer, or auditor, one or more, become vacant 
by reason of death, resignation, disqualification, removal or otherwise, the remainiiiL' 
directors, although less than a quorum, by a majority vote, may elect a successor or 
successors, who shall hold office for the iiiiexpired term: Provided, however. That 
until the first day of January, 1899, the power to fill any vacancy or vacancies in 
the board, of directors shall be vested exclusively in the stockholders, who shall 
exercise such power at a special meeting held for the purpose. 

5. Any director, or other elected officer, may resign his office at any time. The 
acceptance of a resignation shall not be required to make it valid. 

STOCKHOUDBRS. 

General provieimis. 

6. All meetings of stockholders shall be held at the principal office of the company 
at East Orange, New Jersey. 

7. A majority of the stock issued and outstanding, irrespective of class, shall lie 
requisite at all meetings of the stockholders to coiLstitute a quoram. 

8. There shall lieaii annual meeting of stockholders, beginning in the year ItKKI, to 
be held on the third Tuesday of January in each year, at the principal office of the 
corporation in East Orange, New Jersey, at ten o’clock a. m., when they shall elect, 
by plurality vote of the stock present, irrespective of class, a class of directors to suc¬ 
ceed the class whose tenn shall expire at that time, which directors, thus elected, slmll 
hold office for five years, and until their succes-sorsare deeded, or chosen and qualilicHl, 
each stockholder being entitled to one vote, in person or by proxy, for each share of 
stock, irrespective of class, standing registered in his or her name on the thirtieth ilav 
preceiJing the election, exclusive of the day of such election. 

Notice of the annual meeting shall he published in a newspaper in the county in 
New Jersey where the princijial offle’e is hxated, and also in a new.spaper putilishcl 
in the city of Chicago, and in a newspaper imhlisheil in the city of New York, once 
a week for three weeks during the month of December next preceding the meeting. 

9. Such election shall ho comiacted by two inspectors appointed by the presiding 
officer of the meeting, which inspectors shall tie duly sworn, and snail in writing 
certify to the returns. 

10. The inspectors, or the stockholders, by a majority vote of those present, may 
require any proxy to tie permanently filed with the secretary before being voted upon'. 

11. Special meetings of the stockholders to Ixi held at the principal office of the 
company at East Orange shall, on a vote of the majority of the board of directors, he 
called by the secretary by mailing a notice stating the object of and business to !« 
transatJM at such special meeting, at least ten days prior to the date of meeting, to 
each stockholder of record at his jiost-office address, as the same appears on the 
records of the corjxiration. 

12. Upon the adjournment of the annual meeting of the stockholders for the elec¬ 

tion of directors, the txiard as constituted after such election shall forthwith convene 
without notice, and if a quorum of the the board lie present the said board shall 
proceed to elect by ballot the officers for the ensuing year. It a quorum be not 
present, then at the first meeting thereafter when there shall be a quorum, the said 
election shall take place. , 

The officers to !:« chosen shall be as follows: A president and one or more vice- 
presidents, to be designated first vice-president, second vice-president, and the like, 
and who shall rank in such order, from the board of directors, who shall hold office 
for one year and imtil their successors are elected and qualified. 

The board of directors shall also annually choose a secretary and a treastircr, and 
may choose an assistant secretary and an assistant treasurer, who need not be mem¬ 
bers of the board, or one person to act ;n more than one capacity, and an auditor, 
who shall hold office for one year and until their successors are elected^ unless sooner 
removed by the board, which the board shall have the power at any tune to do with 
or without cause. 

MEBTINGS OF DIRBCTORS. 

13. Stated meetings of the directors shall be held quarterly, without notice, on the 
2d day of January, April, July, and October In each year, at the office of the cor})o- 
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ration in the citjr of Chicaro, at ten o’clock in the forenoon, or by order of the board 
elsewhere, at a time and pla<» to be fixed by the board, and of which time and place 
thus ohang^ notice of at least ten days shall be given to each diret^tor. 

A majonty of the directors in office shall lie necessary to constitute a quorum, and 
a majority vote of the entire board shall be necessary to transact any business or to 
effectuate any resolution or order, except to adjourn, and except where otherwise 
expressly provided in these by-laws. 

14. Special meetings of the board may be called by the executive committee on three 
days’ notice to each director. 

15. The directors may hold their meetings and have an office and keep the books 
of the corporation (except the stock and transfer books) outside of the State of New 
Jc'isey, at the cities of New York, Chicago, Pittsburg, or such other place or [daces 
as they may fix upon. 

I><)WEItS OK TIIK l)IKlX-TOH.S. 

16. The board of directors shall have management of the busiiicss of the corpora¬ 
tion, and in addition to the powers and authorities, by these by-laws expressly con¬ 
ferred upon them, may exercise all such powers and do all sucli acts and things, as 
may be exercised or done by the corporation, hut suliject, nevertheless, to the pro¬ 
visions of the statute of the charter and of these by-laws, and to any regulations from 
time to time made by the stockholders, provided that no regulations so made shall 
invalidatf any prior act of the directors which would have lieen valid if such regula¬ 
tion had not been made. 

17. Without prejudice to the general powers conferreil liv the last preceding clause 
and the other powers conferred by these by-laws, it is hereliy expressly declarerl that 
the board of directors shall have the following [lowers, that is to say: 

To purchase or otherwise acquire, for the cor|>oration, any property, rights, or 
privileges which the corporation is authorized to aapiire, at such prices, and on such 
terms and conditions and for such consideration as they think fit. 

.Vt their discretion to pay for any property or rights acqiiireil by tho corporation, 
either wholly or partially in money or in stock or in other securities of the corporation. 

To appoint any person or persons to accept and hold in trust for the corooration any 
[iroperty belonging to the corporation or in which it is interested, or for any other 
pur[ioBe, and to execute and to do all such duties and things as may be requisite in 
relation to any such trusts. 

From time to time to provide for the management of the affairs of the corporation 
at home or abroad in such manner as they think tit, and in particular from time to 
time to delegate any of the pow'crs of the board of directors to any committee, officer, 
or agent, and to appoint any persons tii be the agents of the corporation, with such 
powers (including the power to subdelegate) and upon such terms as may be thought fit. 

STA.NDINO COMMin'Kl'M. 

18. There shall be an executive committee of five directors elected by the stock¬ 
holders as provided in the certificate of incorporation, who shall meet at regular 
periods or on notice to all, by any of their own niimlier; they shall advise with and 
aid the officers of the company in all matters concerning its interests and the manage¬ 
ment of its business, and generally exercise the powers conferred by the certificate of 
incorporation. 

The committee shall also have the power; 

To appoint and at their discretion remove or suspend such managers, onicere, 
subordinates, assistants, or otherwise, and clerks, agents, and servants, permanently 
or temporarily, as they may from time to time think fit; and to determine their 
duties and fix, and from time to time change, their salaries or emoluments, and to 
require security in such instances and in such amounts as they think fit 
To confer, by resolution, upon any officer of the corporation the right to choose, 
remove, or suspend such subordinate officer, agents, or factors. , , , 

To determine who shall be authorized to sim, on the corporation s tehali, bills, 
notes, receipts, acceptances, indorsements, checks, releases, contracts, and documents. 

Tower is nereby given to the executive committee to act by the written consent ol 
a ouorum thereof although not formally convened. < .w i, • 

^ in case of a vacancy in the executive committee, or in the office of toe chairman, 
vice-chairman, or secretary thereof, the vacancy shall be filled by the remammg 
members of the committee. . v, ii v 

The chairman, vice-chairman, and secretary of the exMutive committee shml be 
elected as provided in the certificate of incorporation, and shall perform such duties 
as shall be prescribed by the committee. 
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There may be a finance committee of three directors appointed by the board, who 
shall, under the direction of the executive committee, examine and audit all accounts 
of the corporation at the close of each fiscal year, and at such other times as they 
m^ deem necessary. , , . 

The standing committee shall keep regular minutes of their transactaons, and to 
cause them to be recorded in a book kept in the office of the corporation for that 
purpose, and to report the same to the board of dirwtors whenever required. 

OKDXR OF BUSINESS, DIBECTOKS’ MEETING. 

19. The order of business at the meetings of the board shall be as follows: 

(1) A quorum being present, the president shall call the board to order. 

(2) The minutes of the last meeting shall be r^d and considered asjipproved if 
there be no amendments. 

1 3) Reports of officers of the company. 

4) Reports of committees. 

5) Unfinished business. 

6) Miscellaneous business. 

7) New business. 

PRESIDENT. 

20. The president shall preside at all meetings of the board of directors, and lie, 
or one of the vice-presidents, shall, with the treasurer or assistant treasurer, in tiu) 
company’s behalf, sign all certificates of stock. He shall make annual reports slimv- 
ing the (ondition of the affairs of the corporation, and make such recommondatiiuis 
as he thinks proper, and submit the same to the board of directors at the meeting 
next preceding the animal meeting of stockholders, and he shall from time to time 
bring before the directors and the executive committee such information as may he 
required touching the business and property of the coriwration. 

THE VICE-PRESIDENTS. 

21. The vice-presidents shall, in the order of their rank, be vested with all the 
powers and be required to perform all the duties of the president in his absence. 

THE SECRETARY. 

22. The secretary shall bo ex officio secretary of the board of directors and of 
such committees as shall re<iuest him so to act, and shall attend all sessions of the 
board, and shall record all votes and the minutes of all proceedings of the stock¬ 
holders and of the directors in a book to be kept for that purpose. 


THE TREA.SURER. 


23. The treasurer shall cause to be kept full and accurate accounte of receipts 
and disbursements in books belonging to the corporation, and shall deposit all 
moneys and other valuable effects, in the name and to the credit of the corp(.iratioii, 
in such depositories as may be designated by the executive commit^. 

He shall disburse the funds of the corporation as may be ordered by the boani ot 
directors or executive committee, taking proper vouchers for such disburrements, ana 
shall render to the president and directors, at the stated matings of the boara o 
whenever they may require it, an account of all his transactions as treasurer ain o 
the financial condition of the corporation. 

He shall give the corporation a bond in a sum, and with onS or more raretics, rai 
isfactory to the board, for the hiithful performance of the duties of his office 
restoration to the company, in case of his death, resignation, or remora* frotn > . 

of all b^ks, papers, vouchers, money, or other property at whatsoever tin c 
possession belonging to the corporation. 

AUDITOR. 

24. The auditor shall have supervision over all the accounts and ac^nt hooks 

the corporation, and see that the system of keeping the same is enfoi^ ana . ^ ^ ^ 
tained. He shall direct as to forms and blanks relating to hooks Md^ots^^^ 
departments, and no change shall be made without his consent or the to , . 

prSdent or executive committee. He shall see that there is kep >" 

uig department a set of books contaming a complete record of all busi 

tions of the corporation pertaining to accounts. „,Mi,lent a statement 

He shall, when reouested, furnish the executive committee or presiaeni; 
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of earnings and expen^ of the corporation or any other corporation in which this 
corporation may inte^ted for any given time, and shall kLp books and recorfs 
for the purpose of furmshing such statistics. recorus 

He shall verify the asrete reported by the treasurer or his assistant at least twice a 
year and make reports of the same to the executive committee 
He shall cause the bcwks and accounts of all officers and agents chareed with the 
receipt or disbursement of money to be examined as often m practicalile, or wl cn 
requited by the president or executive committee, and shall ascertain whether or 
not the cash and vouchers covering the balances arc actually on hand 
He shall render such assistance and advice as the president or executive committee 
may desire concerning the l^ks and accounts and system of financial transactions^ 
ail other corporations in which this corporation is interested, and furnish to the nresi 
denti^or^^focutive committee such statements concerning the same as may be requested 

prSiS and the^h^maii” any time he shall at once notify the 


DUTIES OF OFFICEliS MAY BE DKLKOATED. 

25. In case of the absence of the president, vice-presidents, secretary treasurer 
assistant secretary, assistant treasurer, or auditor of the cor|x>ration, or hi’r any other 
reason that may seem sufficient to the board, the board of directors mav deleiate his 
powers and duties to any other officer or to any director for the time iK-iiig. 

CERTIFICATES OF STOCK. 

26. All certificates of stock shall be signed by the prc'sident or one of the vice- 
presidents and by the treasurer or assistant treasurer, and shall have affixed thereto 
the corporate seal. 

TRANSFERS OF .STOCK. 


27. Shares of the stock of the corporation shall be transferable only on the books 
of the collation by the holder thereof in ])erson, or liy his or her attorney (luly 
authorized thereto in writing, and upon the surrender and cancellation of the certifi¬ 
cate therefor duly indorsed. 

The corporation shall have the right to require the endorsement of the stockholder 
to be proved or acknowledged in the same manner as required by the statutes of New 
Jersey for deeds of real estate as a condition precedent to transfer. 

Whenever any transfer shall tie made for collateral security, and not absolutely, the 
fact shall be so expresseii in the entry of said transfer. 

The corporation shall not be bound by or recognize any equitable or partial inter¬ 
ests in a snare or shares, or any interests except the absolute right of the person reg¬ 
istered as the owner thereof. The corpciration shall not be liound to recognize trusts. 

In case of the alleged loss or ilestruction of a certificate of stock, a new certificate 
may be issued in its place upon proof of such h ess or destruction and the giving of a 
bond by the owner of such lost or destroyed certificate or his legal representatives 
in such sum, and with one or more surety or sureties, as the directors snail direct or 
require, m indemnity aga.inst any claim that may lie made against the corporation; a 
new certificate may be given without requiring any bond when in the judgment of 
the directors it is proper to do, but in no case shall such new certificate be issued 
except pursuant to resolution or order of the board of directors. 


FISCAL YEAR. 

28. The fiscal year of the corporation shall liegin the first day of January and ter¬ 
minate on the 31st day of December in each year, beginning in 1899. 

DIVIDENDS. 

29. Dividends upon the capital stock of the corporation, when earned, shall be 
declared quarterly on the 2nd days of January, April, July, and October of each 
year, beginning in 1899, or at such other times as the board of directors or the execu¬ 
tive committee shall see fit and determine. 

DIBECTOHS’ ANNUAL STATEMENT. 

30. The board of directors shall present at each annual meeting, and when called 
t ^ the stockholders at any special meeting of the stockholders, a full and clear 

statement of the business and condition of the corporation. 



1248 HEARINGS BEFORE THE INDUSTRIAL COMMISSION. 


CONTRACTS AND AOBEEMBNT8. 

31. No agreement, contract, or obligation, other than a check, involving the pay¬ 
ment of money or the credit of the comply for more than one thousand dollars, 
shall be made without the order of the board of directors or of the executive com¬ 
mittee, duly entered in the minutes. 

NOTICE. 

32. Any stockholder, officer, or director may waive any notice required to be given 
under these by-laws. 

33. Wherever under the provisions of these by-laws notice is required to be given 
to any director, officer, or stockholder, it shall nor be construed to mean persona! 
notice, but such notice shall, except where provision is made in these by-laws for 
the giving of such notice by publication in a newspaper or newspapers, be given in 
writing by depositing the same in the post-office or letter box in a post-paid sealed 
wrapper, kldressed to such director, officer, or stockholder at his or her address as 
the same appears on the books of the corporation, and the time of the giving of 
such notices shall be deemed to be the time when the same shall be thus mailed. 

ALTERATION OP BY-LAWS. 

34. The stockholders, by vote of a majority of the stock issued and outstanding, 
irrespective of class, may, at any stated meeting of the stockholders, amend these 
by-laws, provided notice’ in writing of the proposed amendment shall be sent at least 
thirty days in advance of the aforesaid stated meeting to every stockholder of 

I^COlu 

The board of directors by a vote of eleven of the members may alter or arnend these 
by-laws, but no alteration shall be made unless proposed at a stated meeting of the 
board and considered at a subsequent stated meeting. 


' pntemahreYenuc 10-cent stamp—canceled.] 

THE AMERICAN STEEL AND WIRE COMPANY OF NEW JERSEY. 

CERTIFICATE OF INCORPORATION. 


State of New Jersey, ss ; 

This certifies that we, Joseph R. Ellicott, Robert 8. Green, and Theodore S. Beecher, 
do hereby associate ourselves into a corporation under and by virtue of the provisions 
of an act of the l^lature of the State of New Jersey, entitled “An act concerning 
corporations,” approved April 21st, 1896, and the acts supplementary thereto amt 
amendatory thereof, for the purposes, hereinafter mention^, and to that end we do 
by this our certificate set forth: 

First. The name of such corporation is “The American Steel and Wire Company 

of J©r80y» * * T (if\ 

Second. The location of its principal office in the State of New Jersey is at ho. fiO 
Grand street, in Jersey City, county of Hudson, and the company is to be registere 
with the Corporation Trust Company of New Jersey. The sajd trust company m 
be the agent in said principal office and in charge thereof, upon whom process again- ■ 
the corporation may be served. ... , x and 

Third. The objects for which the corporation is formed are to ‘ i 

trade in steel, iron, and other metals; to make, pumhaw, Md sell 
articles made partly or wholly from metals of any kmd and all like or 
ucts; to acquire and dispose of rights to make and use the same; to 
and sell such other products or merchandise as may be conveniently 
used or sold in connection with said metals and busing; and to apply .isnose 
or otherwise acquire, and hold, own, use, operate, sell, assign, or or 

of any and all inventions, improvements, and processes used in 
secured under letters patent of the United States, or shall 

and grant licenses and rights in reject thereof, otherwise. ■ T’j®,®2!^^*iitherwise 
':‘^>^®b«ebhold,.^^ 


have ^ 
dispose'oi 


l ^res of the capital stock of; or any 1 



CHARTERS AND BY-LAWS. 


1249 

imlebtednePS oroated byaiiy otl.er (■•..rporation or corixTOtions oflld^ or aiiv otlior 
Stall', and whilo owner ot such stock may cxercMse all llic rights powcr-^ -iiid uriv 
ileges of ownershii), inclndiiiK the riglit to vote llicivon. The coimoralioii’ drill also 
have power to have one or more olhce.s ontsideof this State, and to earry on aiiv mrl 
of its operations and Imsiness, and hold, pnrclia.se, inortjiaoe, lease, or convey r'eal or 
])ersonal proiierty in any SUtte or Territory of the I’nited States and in aiiv foivi'O, 
country or jilace. 

Fourth. The total authorized capital .stock of the cor|)oratioii is ninety million dolhis 
(PlOWtO.OWt) divnledintonnichim,^ sharcsof Ihej.arvahieo, 

one hundred dollam (iflOO) each. ... ol capital .dock m ilh which it will com 

meiice Im.siiie8.s is two hundred and fifty thousand dollars (.S-’.M) Opo) Of sin-h total 
authorized eaiiital stock, four hundred thousand (1(1(1,001)) shares aiiionnfiri.mo f,„ i‘v 
ndllion dollars ($M000), par value, shall la'ineferr,-dVap.lal’stock, and Tiie Inni- 
dred thousand (,500,000) shares, amomilnii; to liftv million dollars (S.oO (JOO 00(1) i. ir 
value, shall he common stock. The holders of j,referred stock shall he e’ntithsl lo 
receive in caidi year out ot the surplus net prolits of Ihc cor|,oration a fixed yearly 
dividend of seven per centum, payahic iinarlerlv, before any dividend shall he'syt 
apart or paid on the common .stock, hut shall not he entitled h, any fnrthia- diyidiaid 
or share ol profits. The dividends upon Ihc preferred stock shall' he cnmnlalivc so 
that, if 111 any year dividends anioiintina t,,.seven pia-cenliim areiiot paid on the pre¬ 
ferred stock, the deficiency is payahlesiihseipuaillv, hefore anv diyiihaids are .set alia it 
or paid nnon the common slock. In ca.se of lii|nidalioii ordiisohilion of the cor'p'aa- 
lion, the holders of preferred stock will he laititled lohe paid in full holh tliepriinV 
(lal of their .shares and the accrued .livideiid charge hefore any amount is paid to the 
holdi rs of common stock; hut after the payment on any siicli li.juidalion or dissolu¬ 
tion to Ihc holders of the common sfo<-k of its par vaiiic, the remaining assets and 
funds shall hedivideil /»ro rn/n. ainone; the holders of both classes of said capital stock. 

Fifth. I he naincs and post-office addresses ot the incorjiorat, irs and the nnmher of 
shares snliscrihed for by each, the aiurreyate of such snhseri]>tions heino the amomil 
of caiiilal stock with which the corporation will l onimeiice business, are as follows: 


Nrtmc. 


.Ins(‘[)h R. Kllioott. 

Rr»l» r( S. (irt't'ii. 

'I'tH'otUirL- S. Bft'chcr. 


I’ost-olliri.' ;n]«lrfs 


NViH'k, N. V.I 

Kliziihcth, N. ,1.: 

Jrvinyloii, N. \ . 


Nti. shiirt's. 


I.IHK) 


Sixth. The exl.stoiH'(‘of the oorporutioii F^hnli hei^iii on tin- loiirtornlh of J.tn- 
;iary, IHtH), and yhall he per|K*tuai. 

Seventh. The l)u.siiiey.s tlie (“orporation shall 1 m‘ inaiuiL'od hy its tlireetors. who 
shall respectively he shareholders therein aialoiu-ftf whom shail 1 h‘ an aotnal resi- 
‘lentof this State. Directors of the (Corporation shall he »livi«le<l into three classes, 
o<lual in miinher, in resiM.H't to the tini(‘ for whirh they shall severally Imhl ollice. 
The first class shall he elected for a te”m «»f three y(‘ars, the second 4 lass for a term 
of two years, the third (dass fora term of one yi'ar; and at each annual eleclion aft(‘r 
hS5)9 the siKX'OSSors to tln^ (dass of diri'clors w hos(' terms expiri' in siit h year shall h»^ 
<‘lected to hold office f(.>r thrive yi^ars, so that the term (d’ <dlice of at least one (dass 
shall expire in each year. The pow(‘r to make and alter hy-laws shall he in the 
director*s, but any hy-law may he altered or repeah'd hy tin* stoekholdcrs. The hy- 
aws shall presenhe the number of din'ctors necessary io constitute a (|Uornm of the 
hoard ol (lirecdors, which may lu* less than a majority. In eas<' of an ineo'a.'^e 
|u the number of directors hetwc'en the annual elections hy the .^toekhohiers, the 
'>oard of direcUirs may elect the udilitional direet(ns, who shall hold <»tlie(‘ until 
OH' next meeting of stoekholders or until their successors shall he eleete<l. The 
direetory shall have ])ower to hold tludr meetings, to hav(‘ one or moic' oiiices and to 
K(*epthe hook.s of the e.orporation (exeejd the stock and transfer hooks) ontsideof 
^ at such places as may from time to time he (h'signated hy them. 

>'ith the assent in writing or pui'suant totin' vote of the hohU'rs of two-thirds oi 
jhe capital stock issued and outstanding, tin' directors shall have jiower and anthor- 
^^ 7 assign, transfer, convey, or otherwise di.spose of the property and assets 
m this corporation as an entirety on such terms and conditions as the din'ctors shall 
^ ngiit, and just. 

shall, from time to time, d('t(‘rmine wlu'thc'r, and to what <*xtcnt, and 
at what times and places, and under what conditions and regulations, the accounts 
and hooks of the corporation, or any of them, shall lx* ojk'h to the inspection of the 

83a-70 
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stockholders, and no stockholder shall have any right to inspect any account or 
iKMik or document of the corporation, except as conferred by statute of New Jersey 
or anthorized by the directors. ^ 

In witness whereof we have hereunto set our hamls and seals the twelfth day of 
January, 1899. 

Jos. R. Ei.ucorr. [r. s. | 

RoBT. 8. (iRKKN. [c. s. j 

Theodore S. Beecher. [ i„ ^ ] 

Signed and sealed in the ]U'csence of— 

.Albert 0. Wall. 

State ok New .Iersev, ronntji of Iftuhoii, .w; 

He it reuienibered that on this twelfth day of .lannary, 1809, before me, thc.>;nl,- 
si'i'iber, a master in chancery of New Jersey, personally appeareil Joseph R. Elliooti 
Robert S. Green, and Theodore S, Beecher, wno, 1 am satished, are the personsnaiiu ci 
in and who exi'cuted the foregoing certificate of incorporation; and T having fiisi 
made known to (hem the contents thereof, they did each acknowledge that thi v 
signe<l, sealed, and delivered the same as their voluntary act and deed tortile nsv's 
and purposes therein expressed. 

Albert (k W.\ll, 

MuKh r ill (.'hancefii of AVc ./i rx, y. 

[Intvrnrtl-revcimc lOwent —caaculeil.| 


By-laws ok the .\meric.\x Steel ,tND IN'irk ChMi'ANV ok New .Iersev. 

[Incorporated under tlu* laws t»f tht‘ Siaii' »>f New .Icrst'V. | 

Article I. 

MEETlNtiS OF STOCKIIOLDEUS. 

Seotiox 1. A rc^jiilar annual meeting of tlio ^tooklioMovs shall he hold ai the 
pal oftice of tlu' (jompany at Jcrsi'v City, Hudson ('ounty, Stat(‘ of Now .lorsi-y, ;ii i I 
o’clock a. in. on tlu.- tliinl Tui sday of Kcldtuiry in each year, iK'ginuing with tlu y.;ii' 
19(X), for the election of <lireetors and the traiisaetioii of such other business as may 
come before the stockholders for action. 

Sec, 2. Special nuadhigs of the stockholders may he called by tlio chairtium oi 
president or by order of llu‘ executive committee or board of ilireelors wliciu vt i 
they deem it nei-essary, and it shall be their duty to order atid call .•^ucli lufciiiias 
whenever ])ersons holding oiu'-fourth of the capital stock of the com[iany outstand¬ 
ing shall in writing retpiest the same. Silch spi'chd meetings shall be 1 k I<! at l!if 
principal otiice of the company in the same maniu'r as tlie annual nu'etiug. 

Sec:. 8. At all meetings of the stockholders, each .stockholder shall Ik* cntitlf*! 
one vote for each share held by him, which vot(‘ maybe given iiersonally "i' I'y 
proxy authorized in writing. The histrument authorizing a pmxy to act shall I"' 
exhibite<l to the secretary and insoectors of election at the nnK'tiug, and shall I"' 
lodged with the secretary if he shall so reijuest. No share or shares of stock which 
have been transferred on tlu* books of tlu* com[»any within tw'enty days next pit- 
ceding any election shall be voted on at any su(*h (*lection. 

Skc. 4. The holders for the time being of a majority of the.-^tork issnetl and "ui- 
atanding, represented in jierson or by pnixy, .shall constitute fa t|Uorum for the trans¬ 
action of business; and, in the absence of a quorum, the stockholders att(*n(liii.L'"i 
represented at tlie time* and place for which a meeting shall have been caUc<l may 
adjourn the meeting for a |)eriod not exceeding tw'enty days. 

Sec. o. Notice of the annual and of any sjiecial meeting of the stockholders shai 
be given toemdi stoc^kholder by posting the same in a postage-prepaid lettera«l‘ii<’>"" 
to each stockholder at the address left W'ith the stH*relarv of the compaiiv, pt 0 
delivering the same personally at least ten days before suen meeting, in ajldilum ('j 
any publication or notice that maybe reijuired by law. The notice ol 
meeting sliall state brietly theobjei-t of the nu'cting, ami no other Imsinoss smi 
transacted at sncli meeting. A failure to giv(‘ the notice for the regular annual in' ’ 
ing shall not invalidate the proc<*edings of ttu* meeting. 

8e(\ 6. The stockhohh'rs may at (‘acli annual meeting ehoose by ballot two , 
(who need not lx* sto<'kholdei*s) to act as jpspectors of election at all '.‘Icci 

stockliolders until tlu* clos<! of tlu* n(‘xt annual meeting. In <*ase of a failure o 
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iiispentors, or in case an inspector fthall fail t<) attend or refuse to serve, the stoek- 
liolders at any raeetint? may choose an inspector or insiK'ctoi-H to act at such ims*tin^. 

Skc. 7. The onler of Imsiness at all meetings <jf tln^ stoi-kliolderssluillheas follows: 

j. Proof of notice of meeting and report as to stockliolders present in person or 
l>v [iroxy. 

‘2. li(^ad^ng of minutes of previous meetmg and action thereon. 

:{. Appointment of insjiectorH of election, if the inspectors elected at tlie precinling 
annual meeting be not present and ready to stuwe. 

\. Reports of oiiieers. 

T). Kk‘ction of dir(M:tors. 

<>. Election of inspectors of election serve until the close t)f the next annual 
iiiei'ting. 

7. (Intinished business. 

s. New business. 

Tbe I'leetion of inspe<.:tors of election to serve until the clos<‘of the ni'xt annual 
fiiceting may b«^ held at (he same time as the election of <lirci-tors and by the same 
hallot. 

The order of business to be followed at any meeting may be cliangi'd by vote of 
lli(‘ majority in interest of those present at tlie meeting. 

Aktk’I.u 11. 
noAl{T> OK DUlKCTons. 

Sue. i. The property and business of the eonipany shall be managed and con* 
tioliv<l by a boarif of directors, who must at all times hv stocklioldiu-s. The board 
.•^hall consist of tifteen mendiers and shall 1k‘ divi(h*<l into throe classes «)f tiv«' iikmii- 
h(Ms each. Tbe first class shall bold ollice for thriM* years, tlu* sei-ond <lass for two 
years, and tbe third for one year. ,\t all legular aimnal eU'etions tin* directors, 
i'xcept when chosen to (ill a vai’ancy, shall be I'lioseii lor a term of three years. In 
ea.-^e of vacaiiev in the board resulting from death, resignation, <lisqualilication, or 
other cause the hoard shall have powe)’ to appoint the iiiemhers ne«-essary to mak<* 
ii|i the lull numlKU’of (ifteen, but sneli appointment shall continue only until tin' 
!ie.':l ngular meeting of the stockboldiTs. All directors sliall hold Ilnur oftices until 
their siiceessors arii electeil and qualilh'd, 

Skc. 2. The directors shall act only as a iioard, and llu^ indivi<lnal directors shall 
have no power as such. Rigid ilireclors at a meeting duly called shall constitute a 
'inoriuii for tlic transjulioii of harim^ss; lad any less number may adjourn any meet- 
in.'. from time to time until a quorum shall be pn^sent. 

Skc. 3 . Regular meetings of tlie directors may be lield at the olliee of the comiiany 
in the eit v of New York, in the State of New York, or elsewhere in that or any other 
Male, as the board of directors may from time to time determine. Notice of regular 
nn‘etings shall be nuiih'd by tbe secretary to (aich <lirector at bis last known post- 
-'tHce ad<lress at least tliree days previous to the time fixed for the meeting. SjM.*cial 
meetings of tin* lioard may be calle<l by the chaiiinan, prc'sident, or exeeiitivi^ com- 
midee, or by request of aiiv three members, made in w ritin.ir on at least one day’s 
tmtie(‘ to 1 ‘aeli ilireetor, <h‘liv(Tt^d to him personally, or maik*d to him or sent by 
letegraph, or left at bis residence or usual place of business. 

Sex'. 4. The diri'ctors may without notice meet at the olliee oi llic company in 
•lersey City lit I o’clock j». ni.,or at the office in the city of Niov Y<u'k at 2 o’clock 
p- m., of the day of the regular annual meeting of tlm stockliohlei-s <u' the next day, 
and elect the otllcers of the company for the ensuing year. They shall also at such 
nieeling appoint tlie executive commith^'. 

Skc. 5. Directors a.s such shall not rcceiv4‘ any stated salary lor their sendi'cs, hut 
shall be allowed ten dollars for attendance at each regular or special meeting of the 
board, if present at roll eall. 

AkTR’LK 111. 

K X EruTi!•: COMMrn’ ke. 

Sue. 1. The hoard of directors shall appoint an exceutive ('omniittcii of tbrei^ 
dii'eetors, who shall servo during the pleasure of tbe board. Vacancies in such 
executive commithio shall ho filled by tin* hoard of directors. 

''^Ec. 2. The executive comniithHi shall have and (‘xerciais subject to the control of 
th(* l)oard of directoi‘H, all the powers of the boanl reipiLsite for the conduct, nianago- 
^ueiit, and development of the company’s Ixisiness; and when the board is not in 
•‘session the executive committee sliall have and may exercise all the j>ewer.s of the 



iMwrd. The oxcrutivo (■(Uimiittcc shall lix tlie salaries or compensation of all the 
officers of the coiiipanv drawhijr $2,500 per year or more. It may fill vacancies amonjr 
tlie officers of the conipiiny, Imt any ollicer appointed by the executive committee, 
may be renutved by a v»>te of the itoard of directors. A niajority of the exccutiv(i 
committee shall be a (pmrnm lor the transaction of business, and the committee 
shall at all times act by tlu^ vote of a majority. H a member of the committee be 
absent from any meeting, the reniainins; members of the committee shall have the 
power to appoint anv director to act a.s a member of the committee for that meetiiijr. 
The executive comniittee may bold its nieetiuKsat any olH<’e of the company or at 
any place which thev mav deem ])roper, and may prescribe anil rcfrnlate what, if any, 
notice slarll be oiven of hieetings of the committee. The executive committee shall 
keep minutes of its proceedings, and report the same to the board of directors a( each 
ensiling meeting of the board. 

Ahtici.k IV. 


OI'CICHIIS. 


Ski . 1. The lioard of directors sliall annually elect or appoint the following perma¬ 
nent officers: A ebairman of the eiimpany, a president, fimr vice-presidents, a general 
manager, a trea.surer, an assistant trea.snrer in New York, an assi.stant treasurer in 
t'bicago, a secretary, an assistant secretary in New York, an assistant secretary in 
ebieago, an auditor, an assistjint tuiditor, and general eonnsel. Tlu^ botird'or exccn- 
live eommittee may also from time to time appoint such otlicr officers, committees, 
agents, or emjilovei's as it intty ilecin proper. 

Skc. 2. if any vacancy slialf occur among tlie otricer.s of tlie cotiipany, sncli vacancy 
shall lie tilled liv the lioard of directors or the exeentive committee, except as to the 
ebairtnan or pri'sidctit, vaeaneies in wbicli offices shall be tilled by the lioard. 

.sIkc. It. The board of directors, tlie cxccntivc cotnmittcc, the ebairman, or the ]nes, 
ident may from time to time prescribe the duties of the other officers, agents, and 
employees of the company. 

till,: rn\iit.M.\N. 

Skc. 1. It shall be the duty of the elniininin to preside at all meetings of the lioanl 
of directors and .sloekhiilder's. lie shall bare general supervision of tlie entire Ine- 
iness of tile eoinpanv and of its several oliieers, snbjeet to the control of the boani ef 
directors or exeentive eonnnittee. 1 le shall see that all orders and re.solnlions of the 
hoard and exeentive committee are carried into effect, and he sliall execute all eon- 
traelsand agreeinents antliorized liy the hoard or exeentive eomtniltee. The ehaii- 
tnan shall snbinit a complete report of the ojierations of the company for the year, 
and of the state of itsaffaireon the :!lst day of December, to the directors at their 
regular meeting in February of each year, and to the stockholders at their anniial 
meetings, ami from finii' to time shall report to the direetiirs all matters within his 
knowhtdge which the interests of the eompany may require to lie lirought to llieii 
notice. 


TIW-: I'llBSinENT. 

Sec. 5. It shall he the duty of the president, in the absence of the chairman, te 
jireside at all iiieidings of tlie board of directors and stockholders, and, snbjeet tillin' 
powers of the ebairman and executive committee, the presi.ient shall have geiieiiil 
and active management of tlie business of the eompany. Tlie president may sign 
and seal certificates of stock. He .shall, sulijeet, to Hie above powers of the vbainiiiiii 
and executive committee, have the general .superinteudeuee and diroelioii of ail me 
other officers of the eomiiatiy and shall see that tlieir duties are properly perlornieu. 
lie shaii, subject to the jiowens of the ebairman and exeentive eommittee, have Ine 
general powers and duties nsnally vested in the office of the president of a cm pom 
lion. He siiall freely consult ami advise with tlie chairman and also with the exc' "' 
live eommittee in relation to Hie business and interests of tlie company, ainl m 
under their instriietions. 


THE VieU-l>nBUI)ENTS. 

Sec. fi. The vice-presidents shall, in tlicir order, ho vested with all the 
required to iierfonii all the duties of the president in his absence. mne 

certificates of stock, and shall perforin such duties as may be ])reseribe<l li 
to time by the board of directors or the eweiitive eommittee. 
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PRESIDENT rHl) I'KM. 

Sue. 7. In tlie absence of the president ainl the viee-jiresidents the board may 
appoint a preBidentpro lew. 

THH liKNKUAI- man\<;i:k. 

Sec. 8. The general mamigi^r liavi* general sn|)<‘rinten<len(V ol' tlu' eondnet of 
the ])UHincs.s of the eomi>any, otlierthan its llnancial affairs, iindi'r the direction and 
rt.ntrol of tile chairman, president, executive eonimitlee, and lioar<l of directors. 

THE thkaschp:u. 

Sec. 9, The trc'asnror shall have charge of tl»e funds, recidiits, and dishmsetnent.s of 
the company. He shall 4h‘]iosit all moneys ami other valnahh' (*fhtts in the name and 
to lli(M‘re<Ut of the eompanv in siieh lianks and witli sueh depositaries as may lx* 
designated by the hoard of dlrt'ctors or exeentivi* eoiiimittee. lie shall dislunst* the 
funds of the eom[>any as may Ik* or(h*re<i l>y tlie hoard or cxrcnlivr commit Hk*, taking 
jii oper vouchers for such «lishnrs4‘inents, ami sliall render (olhecliainnan, ]in*sid4*ht,or 
executive eommittee, ami to theilireetoi-sat the regular im-ctingsof tin* hoanl or when¬ 
ever lh<*v inav reipiire it, an aei-oiint of all his transactions as treasurer and of the 
liMam‘iareomlition<)ftln‘4*oin]Uiny, and at, I he ngidar meet iiig of the hoard in Fehrnary 
annually he shall make a liki* re])oH for tlx* preiaxling year. I h* shall k<‘(*p full and ae- 
eiirale liooks of airoiint. He shall gixa* to the (‘ompanv a bond in llx* smn of 810(M>b(> 
for the faithful pi*rformanee of tin* dutiis of Ids oMiee ami tin* restoration to tin* eoiii- 
piUiy, in 4 ’ase of his <U“atli, resignation, 4ir nanoval from otliee, of all hooks, )iap4‘rs, 
voiii-h(‘rs. mom‘y, or other pro[M*rty of what4*\4‘r kind in liis possession lielonging to 
l!ie I'ompanv, whieli bond shall lx* an undertaking of a surety eoinpaiiy in sueli form 
and containing such prosisions as tin* lioaril of directors or executive e'lnnnillee ni:iy 
re<|nire. Tin* fi'cs of tin* siir<*ty company for hirnisljing tin* s:iid bond shall he pai<l 
h\ tin* company. (\‘rtiti4‘afes of stock, when signed by tin* president or a vi<'i‘- 
presidelit. sliail In* eomitersigned by the treasurer, lie shall kei'pthe aecomits ol 
stock ri'gistereil and transhan'd in sueh form and manner and under siieli regulations 
as the hoard of directors or cxe<'Utive comniiilee may prescrilK*. 

THE ASSISTANT 'I'KEAsrimCS. 

Sec. 10. The assistant treasnn'rs in Now York and (dr.cago sliall have power to 
sig.n elieek.H and ilrafts upon (he iianks and depositarii's ot th<^ p-ompany, and to 
«'ii<loi‘S4! cheeks and drafts for d(*posit witli sm li hanks or d<*positari(*s to llu* eri'dit ot 
til'* company. The assistant tn^asiirei’ in New York shall also have {towi'r to act as 
a vice-treasun'r, and as sneh to sign eertitieates of stoek in tin* place and st4‘ad «if llu* 
li'ea.'^urer in Ids ahsema*. Tin* assistant, treasiiri'rs shall perform such other diitii'S as 
may lx* from tinu* to tinu* pn*serilx'<l by the ehairman. president, (‘xe<-ulive eomndt 
tei*’or hoard of directors. Tliey shall each furni.^li to the company a bond of a 
surety company in all respei'ts similar inform and amount to llial reiiuinxl ol the 
treasurer, and the fees of tin* surety eompanv for fiirriisldtig the said bonds .diall lx* 
paid by the eompanv. 

THE ACniTolv. 

Sec. 11. The auditor shall have snp4'rvision ovi'rall the aei'oimts and aeconnt hooks 
of tin* company, aiul see that tin* system of ki'cping tin* same isenh reed ami 'u*'''*' 
(aim'd. He shall direct as ha forms and blanks relating to l»ooks ami accounts in id) 
dcjiartmeiits, and no change shall Im* Jiiade without his eonseid <>r the «-on.«i‘Ut ol tin* 
ciiairinan, president, or ex(‘(aifive eoinniitte**. lie shall se4* that theri' is ki‘pt in the 
hookkei'piiig department a set of Ixioks <*ontaininga eoinj»1ete ri*cor(l cif all business 
Irimsaetioiis of tlu^ company ]K*rtaining to a<x*ounts, ami shall, \\lu*n ie<|Ui‘ste<l, fui- 
>dsi> to the hoard, executive eommittee, ehairman, or im-sidi-nt, a slaleim*nt “1 the 
earnings and expenses of tlie company or of any otlier i*orporation in winch tins 
coin]>any may he interested, for any givi'ii time, and shall k<‘e|» hooks and records lot 
the [Hirpose of furnishing such statistics. He sliall verify the assets repcrte.l hy tlm 
treasurer or Ida lussistants at least twice a yi'ar, and make rei>ort ol the b' 
the hoard or executive (*oininittee. He shall cause tin* i>ooks ami ai'eoiinls ol at 
"Ilieers and agents charged with the reiadpt of er disbursement of money to be 
'•xamined as often as practicable, or when requested by the elminnan, pri*snlein, 
"r executive committee, and shall ascertain wlietlier or not the easli and voueiiei-s 
<‘overing the balancea are actually on liand. Ue.^hali tvmh*r sueh assistant'and 
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advico astho (‘hairiiiaii, pvpaidcnt, oxccutivo c.ouiiiuttot*, orI)oar<l inaydoHiro (‘oncorvi- 
ing the hooks, acooiints, and system of fiiiiincial transactions of all otlu^r corporations 
in which this c(.)nipanv is interested, and furni.sh to-the chairman, president, execu¬ 
tive committee, or board sttcli statements concerning the same* as may be requested 
l)y tliem. In case of a dcfaidt coming to his knowleilgc at any tittte, he shall at once 
notify the chairman and presidimt, as well as the executive cotnmittee. 

■I'llK ASSISTANT ACDITOK. 

Sec. 12. The assistant auditor shall perform all the duties of the auditor in his 
absence as directed from time to time hv the <-hainnan, president, executive eum- 
mittce, or board of directors, and such other duties as they may prescrihe. 

THE SECROTAIIV. 

Sec 13 The secretarv shall record all the votes and proceedings of tlie stocklmldcrs 
and of the diri'ctors in a book kept tor that purpose. 1 le shall keep in sate cnstodi t I.e 
seal of thecompanv, and, when authorized by the lioard or executive committee, alii x 

it to anv instniment iviiniring the same, which seal shall always lie attested by t lie signa- 

tnres of the cliairmaii, president, or a vice-president, or ot the seiiretary or an assist¬ 
ant socretarv. He shall iierfonn such other duties as )>crlain to Ins olhee, or as l!ir 
chainnan, the prc.sident, the board of directors, or the executive conn,,nice may 
require. In the alrsence of the secretary Iron, any nice iiig ot the stockholders 
ilirectors the record of llic proceedings shall be ke|it and aiitlieiiticated by an assist¬ 
ant secretary, or by such other person as may be appointcrl lor that purpose at the 
meeting. 

[.Vmciatment n. se.-ti.m Ut Arti.'l,' IV. A.lnpleil i,t .lirectms meeting ot .Mmc Jl, Isaa.] 

,<FC b! The secrctarv shall record all the votes and proceedings of thestoekliohlns 
and of the directm-s in a hook kept for that purpose. He shall keep in sale cusi.i.ly 
the seat of the coinpaiiv, and niav allix it to any mstrimient requiring the same « h. „ 
authorized or directed' so to do by the board of dire.doi-s, the executive cnnnniil, c. 
the chairman, the iiresident, or any yic.-president discharging the '' ' 

idem pniMiant to the bv-laws. Said seal .shall always be attei^ted by thesian.i u, 
„f the Chairman, president, or a vice-pri'sident, or ot the secretary, or 
secrctarv. He shall perform sii.di other duties as pertain to hisollnv, m as th, i l.aii- 
nian, th'e president, the Ixiard of directors, or the I'xcciitive comniittec may ic,|iinc 
In the absence of the secretary from any meeting oi the slockhohiers or d rc nr- a 
record of the proceedings shall be kept and authenticated by a,i assistant sccct.ny. 
by such other pei-soii as may be appointed lor that pnrpo.se at the ineeliiig. 

'I'llK .SSSISTANT SKf’KKTAKlKS. 

Sec 14. Theassistani secretaries shall be vested withall the powersand 'cqnb.d I" 
perform all the duties of tlm scretary in his absence. /Hiey shall perlorm 
duties a.s may be prescribed by the chairman, president, executiv.' cominill , 
lioaril of <.Urcc*t<)rs«. 

TIIK CKN’KRAI. COl NSKI.. 

.stEC, 1-1. The general counsel shall a.lvise the board of directors, ''i'lir 

tee, and ollicers'of the company upon all points ot law arising in In c. ' 
company’s business, and it shail be the .Inly ot such counsel to.advise tin bo.inl 
time to time as to all rei>orts re<niireU by law. 

TENl'HE OK OKFICE. 

Sec 16. Each officer siiall hold his office diiringthe plea.surcy>f the ,',1 

tornTp-^vided that with respect to all oHicem, except 'IpC'ih b,c 

vice-presidents, an agreement in writing may be tClelinitc Icriu. 

iKiard or the unanimous approval of the executive committee lixiiig 

.VllTKT.E V. 


Sec. 1. 00 
payment of money 


CONTRACTS ANP AOREEMENTH. 

No agreement, eontrm^t, or obligation (other than ^ check) 
' ^ - the credit or liability of the company, Bhall be 


ill!' 

lilt 



('HAUTKKS AM) liV-LAWS. 
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tlio approviil 111 till' liciard nf (lirci'lins nr,.( ihii nxcculivn riiiiiii;il(cr, (■xccpl that tlip 
nlmirimui nr Ihn presKlciit iiiay m tlm nnlinaiy cnuisc nl' lln- l.iisiimssof tlin .■niiiiianv 
iiiukc I'uiitnictH not iiivolviii^ an obli<;ali<ni of liability in rxrcss ui s.")(),0()0 

HANKS, ina>osiT\ifiKs. < iii:(ks. \m. i.uvits, 

Pec. 2. All cliccks aii<l drafls and all Innds nf (h,. , ,,iii|,aiiv .diall l.n deposited 
from limn to time m aiieli lianks, trust enmpaiiins, and witli sm li hankers or other 
depositaries, as tlio hoard of directors or exeeniive committee ni;i\'designate All 
checks shall be drawn out of the regular , heck h.ioks of the conipaiiv and 1111011 the 
siIIhs of such cheeks the purpo.se for wliicli lin y are drawn shall hh spei illed All 
c■hecks, drafts, or orders for the payment of inonev shall he siyiied hv the treasurer 
or one of the a.s.sistanr tnarsiirers, and shall he coni'ilersioned hy thech'airmaii, or the 
president, or a r'ice-presideiit. No checks shall he drawn or funds used for anv pur¬ 
pose other than for the eoriiorale ohjects of the companv. 

[Aniciutnioiit to section 2, Ariicle V. Ai1npte<i nl 'ijrrctdiv’ iik'ciIii^ ni'.iimc-ji, is'.)'.)] 

Sk('. 2 . All and (Iraftw aiul alUninls of tlu‘cf.iiipjuiv sliall l.c .Irpoviic.l fnnn 

time to timo in hucIi banks, trust coiiiitanii-s, uihI wifli such' hntikcrs (h- other ilcpt.s- 
ilarii's us the: l)oard of diroctors ^u’executive cotuinitt(‘(‘ inav <lcsi;rii;Ue. All c]ie<-ks 
slutll he drawn (»ut of th«‘ re^mlarcheck books of tlie company, and upon tlie stubs of 
such chec*ks the purpose for which Ilu*y arc drawn shall \ h ^ sp.-citied. .\]| checks, 

• Irafts, or orders lor the payment of money shall la; siirned hv tin* treasurer or one of 
the assistant treasurers, smd shall ht- eomiicrsi^me<l ))y the ehairmaii or the pri^sidcni 
or a vice'[)resident, or hy such othtu* otiieer or oliieers as (In* executive committee 
may d<‘si^iuit(‘. No (dieeks shall be drawn or funds uscmI for any purpose other than 
for tin* corporate objects of the eompany. 

Artici.i; \’1. 

STTARES AND THKIU TI{\NS[’EH. 

Sue. 1. Kaeli lioMor of stock shall beentith'd to a slock c<‘rrillcatc siirned bv the 
president or one of the vice-presidents and the treasurer or \ ice-lrcasiirer of llie 

com|tany ami coiint(‘i*siy:ned l)y tlu^ (laiisfer a.^rerd of tin* ... ccitifyin^r the 

immher of shares owiu'd by him. All such eerliticates shall lx* issued in consecutive 
ordt*r fT‘<uu eertilieati' !)ooks, and shall lx* nmtihi’rcd ainl rcLdstcrcd in thcord(‘r in 
wl ich they are issued, and on tlie stul) of (*ach certitlcale issiii'd shall he entered the 
name of the pemon ownin^^ the shares rejiresented hy such c<‘rtiticatc. w ith the rium- 
ix-r of sliares and of which class and the date f>f such certilicatc, ami in cast* of can¬ 
cellation, the <lat(i of cancellation. The person reeeivinjr any such ccrtiflcatt* shall 
personally or by ajrent siirn on such stub a receijit for tin* ceititiente issued to him. 
Kvi ry eertitioatc leturnetl to the company fnr th<^ t*xcha!i,i.rc or transfer of shares 
shall he <‘anceled, and pasted in its oriirinal i»Iaee in tin* st<x*k c('rtilicah* liook, ami 
no new certificate sliall be issued until the old certiticate has been thus cancele(l and 
n turned to its oriirinal place in such Viook, exeetit in Iht* case provide^! for in ,*^cclion 

of tins article. 

Sec. 2. The board of directors or oxeentivt* committee may appoint a rc^dsirarttf 
transfers of stock in the city of New York or elsewhej\‘, and after tht* ajipointment of 
such rc^dstrar of transfers no c(*rti(lcat(' for st«x-k shall lx* hindinir upon the (.xmipany 
oi' have any validity unless conntersi'xned hy sm h r<*y:istrar of ti'ansfers. 

I'ransfem of shares shall he nuule only ii|x)n the ho<»k.'> of 11 u-company by the 
hoklcr in person or by power of attorney duly execute<l and tiled with (lie si*cretary 
"I tlu* company, and on the surr<‘nder of t lii* certiJmate or <*ertitieat^ s for such siiarcs; 
hut the hoard of directors or executivi* eomniitli'e may appoint some suitable liank 
or I rust company or agent in tlu* city of New ^'oi•k or ilsewlu're to la<ilitate Ir'uns- 
ters hy sto(!kholders un(h‘r sm*h regulations as the Ixtard may Iroin lime to lime pre- 
J^' i ilie. Such transf(*r books shall be closed for such a period as tlu* hoard shall <lircct 
previous to and on the day of the annual or any special meeting ot the stockholders. 

1 ho transfer books may also be closed bv (In* lioard for such peibxl as may lx* deemed 
Hdyi,-.;ablc for dividen<l purposes. 

4. Kvery stoekhohler shall furnish the secretary with an a«ldres- at which 
notices of meetings and all other notices may be servixl upon or mailed to him, and 
m default thereof notices inav lu^ addresse<l to him at tiu' ollice of the eomjxmv in 

•lersey (Mty, New Jersey. * . 

f^Ec. 5. The board of dircctoi's may <lireet a new ( (Ttitieate or cx*r(i(ieates of sto<'k 
n Ih.^ issued in the place of any eertilicate or oertilicatos theretofore is.^ued hy the 
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company allc;:cil to liavc Iummi lo.<t or dcHtroycd, ajul the board, wJien authorizin'' 
sncli issue of a lU'W certificate or eertilicates, may, in their discretion, require thr 
owner of the lost or destroyed certificate, or his lej;al ix'presentatives, to >»ive tli,. 
emupany a i)ond, in such sum as they may direct, as indemnity against any claim 
that may Ik* made against the (‘ompany; but a new c(‘rtificate may be issued without 
re(|uiring any such bond when, in the judgment of tlu' directors, it is projier so todo. 
The dip'ctors, tiowever, may refuse to issue any new certificate except upon ilu. 
insliiution <»f legal proceedings, as ]>rovidcd in the statute in such case made and 
provided. 

Articlk VTl. 

mVIOENDS. 

Dividends may be de<dare(l by the boanl of directors, from time to time, out of tiu' 
surplus or net profits of the company, and payalde at stich times as the board shull 

dcli rmine. The ilividend on tin* preferred stock shall })e [>ayabh* (iiiarterly, if .. 

I inic to tim(‘ so di'clarcd by t he boa?<l, and the dividends on tlie prefern'd stock sIihII 
be payab](‘ before any divi<lends shall be set apart or paid on tln‘ common stock, n- 
providi'd in the company’s emliheate of ineor]>oration. Any surplus remaining ufu r 
providing the quarti'rly divideiul on tin* )>ref(“rred stock maybe set apart and |);iid 
'>n the common stock. 

iAiiu intnu-iU l'> Artirir VII. iiilopicd al iliroctors' nuM tingol' Oco-nibi-r 11. lsaa.| 

Diviih'inls may In- <leciared hy the Ixmrd of directors, from time to time, out of th.. 
surplus or net ])rotils of the conn)any. as hereinafter stated, or at such otluM- linn s :h 
tho lM»ard shall deterniino. 

The dividemls «*n tin* v>relerre<l stock slndl be }>ayable quarterly, viz: On Ihr sc - 
«.u<l »Iuys of Jamiary, Ai>ril. July, and < )etober, in (‘aeh year, if, from tinn* jo tiuif, 
or oihorwise, sodeclared by tho boanl. and tin* divi'h*nd on the preferriHl slock shall 
bo payable ]»efore any dividrml shall bi‘set apart or ]>aid <in the e<»innion sto< k. 
provide‘l in tla^ eertitieate of ineorjioratioii of this oonqiany. 

Alter all dividiuids on tin- [u-eforrcl stock for the currmit divideinl year havo hr. n 
paid, or after .suliicient of the surplus net profits of tlu'eoinpany shall ha\v hr. u 
providod or set aiiarl for tiu' payment of all ilividends on the preferriMl stock foi' llir 
mirront <livi<letnl year, the directors may. in their <liseretiou, from time to lime, 
apply any further surplus or net ju’otits of tlie eotnpatiy towards the payimMil . f 
di\ i<h‘nds on the <-oinnion stock. 

All diviilends on the capital stock of this company may he declared and paynhi.' as 
abovi‘ si‘t forth, and as lln' board may. from tiim* to tinn', dinrl; provide<l, hi>\ve\i i, 
that no dividend shall he declared exe<‘pt as permitted l>y law and by the la rtilicaK' 
of incorporation of this company. 

.\UTH I.K VITI. 


The common corporate .seal is, am!, until otlu'rwise ord<TOd b\' thi* lioard o) diree- 
tors, shall be, an inipn^ssion upon ]»ajKTor wax bearing ttie wools, “Tin* Anieneaii 
Steel Oi Wire (’oinpany <if New .lersi'v, Incorporated iSPt).” 

.\RTt( I.E I\. 

.AMENDMENT OF IJY-LAWS. 

Tlie boaol. by a vote of a majority of tho directors of the company, may alt' r '>r 
amend these })y-laws, but no alteration shall bo made nnh‘ss first proposed :it a 
previous meeting of the board. Tlie stockhohb'rs may amend (lie by-laws al aii\ 
general or special meeting. 

[.\rti«'le X of hy-laws, jil «lir<Ttors’ meeting of Dec-eiuluT 11, LSW.] 

Sec. 1. The board of directors sliall liave power, at any regular or special nicotnn’’, 
to lix the .sum or amount to Ik* rewrved a.s a working capital of tlu* company- "" 
and alK)V<* the capital stock paid in. ^ i - Fnr 

Sec. 2. The board may fix the amount of such working capital quarterly. v>^ 
each ensuing quarter bc'ginning, respi'ctlvely, with the months of January, P 
July, and October, or otherwi.se, as the hoard may h<*reafter deterniitie. .jdi. i 

Sec. 3. The board may, at its discretion, at any regular or special meeting, < 
ineii-i».i- nr n-diiee the inimnnt <if wcirkimr cHoitid nre viorJslv fixed and reserve 
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AMKRlCAiN SlKJAli KKFlNlN<i (’OMPANV-CFIiTIFlCATK OF LNA’OKI’O- 

KATJON.' 


This is to certify that we, F. 0. Matthiessen, Jno. K. 8oarIe.s, jr., II. O. Mavt'meyer, 
Wni. Dick, and Tlico. A. IJavenieyer, do fierehy associate ourselves into a c<UMj>;mv 
uiuier and l)y virtue of the provisions of an a<‘t of tlie It'^islalnre of New \. 
entitle<l “Aifact coin'erniuK corporations,” ai*j*rovi‘<l April 7, lS7o, and the si*v«'nii 
f^npplcinentH thereto aiul acta amendatory tli<*re(>l, for the juirposi's hert'inalter men¬ 
tioned, an<l to that end we <lo i>y this our certiticate set forth: 

First. That the name we have assumed to d(‘si}^nate such company and to Im- used 
in its l)usiness and <lealings is ”T!ie American Su”:ar Urlinin^^ (’oinitanv.” 

Second. That tin* ]ilace in tliis State when* tin* Imsiriess of sucli company is to he 
couilucti'd is Jersey (’ity, in tlie county of Hialson, in which tiu* principal part of 
tlic laisinesH of such <*ompany witlun tliis Slateis to he tran.sictcd; tinit the prlieipa! 
place of hnsiness out of this Stat(* is to he situated in the city of Brooklvn. in the 
rounty of Kinjis, in the State of New York; that the Stales of '.Maine, Mas.<;iehuM*li<, 

( ouius’ticut, New York, IN'imsylvania, Louisiana. Missouri, ( alifoniia, and Mai viand 
are flu* other StJiti s of the I nited States in w hich it jiropjises to carry <m o|i(‘rations, 
and that the ohj(‘cts for which said ^■ompany is fonm*d are tIu* purchase, manufac¬ 
ture, refinin;^, and sale of su^ar, mola.s'^es. and nielads, and all lawful husinc.s> 
incitlentaj thereto. 

TIuit the husinew which is to he carried on <»ut of ihi.s State* is a [lart of the pur¬ 
chase*, manufacture, relinin;?, and sale of su^^ar, molasse's, and me'lads, an<l all law ful 
husinesH incid(*ntal the*re*lo. 

Thinl. That the te^tal amount of tin* capital stock of said e*ompany is tifty million 
dollars; the number of share‘S into whieh tin* same* isdivide'd is live* huneln‘<l thonsainl, 
and tiu* par value e>f eae'h share is one* hnndn el dollars. 

Thai of tliis amount one-half will he^u‘ne*ral stoe*k and one-half profe^rre^d stock, 
and that the he elders of siieh prelVrre'el stoek sliall he* e*ntitled to rcce'ive* from tin* sni - 
plus or net pnitits arising from the* l)Usiiu*ssof thccorporation a fixe'd ye.*arly elividend 
of se ve n per eenlum, payable* semiannually e»n tiu* ‘Jiid days of January anel Jidy in 
e-ae h ye'ar he'hu’ee any divideiul shall he set a|>art or paid on tiu* said ^u*n(*ral stoe*k. 

Slioiilel the surplus or net prolits arising from the* business eif the eorpoiatieui prieir 
to anv elivielenel dav he* insiiHieient to pay the* elivide'iid upon pre‘ferre*el steee’k, siK'h 
divielenels shall he payable from future profits, ami no elivielenels sluill at any time* he* 
paid upon jreiioral .‘^(oek until the full anuumt of Severn pereeiitum jeer annum up to 
that time upon all the* pre*fe‘iTee1 stock shall have* he‘en ]eaid or set apart. The holders 
of pre*fe*rred stoek shall he enfitleel to no elivielenels Ix'vonel the* si*ven per eentuni 
afeuessiid. 

The amount with which saiel com]>any will e-omnume e* l)iisine*ss is e*1e*ven the)usand 
ele)Uars, all of whie’h .chall he «ie‘U(*ral stock anel which is divieU'd inte.) shares of the* 
f^ar value of one hunelred dollars each. 

Fenirth. The names anel residences eif tiu* sieie'klmlelcrs ami the* anieumt eef share's 
held by each arc as follows, viz: 


Name-s. 


Rc.'eidences, 


NumtuT (if 
slian*.'^. 


'I'he'O. A. Ilftvcmeyer. 

Willijun ni(*k.. 

•I'ls. B. Tlienjuis. 

t'. o. ^faUhicsseu. 

•fne>. li;. Scarlcs, jr. 

II. 0. IIave*meyer. 

<ie.‘e). c. Mugoun. 


Mahwah, X. .1.' 

llruoklyn. N. Y.i 

Boston. Mii.'-is.j 

Brejoklyn, N. Y.j 

(Jfconwich, Conn.[ 

New York, N. Y.j 


(Tweiity)20. 
(T\venty)2(>. 
('twenty) 20. 
(T\ve'nly)20. 
(TeMI,10. 
(Ton) 10. 
(Ten! 10. 


Fifth, Till! period at which said compaTiy .shall commoiicc is tiu- tenth day of 
Jamiarv, 1891, and the pe'riod at which it shall te*rminate* Ihc t»‘ntl) «lay ot Jaiiu- 
ary, 1941. . 

Sixth. The directors of said company shall be* classilicd^ in respect h» flu* Imu* for 
which they shall severally liold otliee in thive elasse*s. Kaeh class shall contain as 
ne'ar as may he* one-third of the whole mmdier of elirectors. At the first e'leetum o' 
directors tl\e first (*lass shall be elected for a te'rm of one year, the second e ass tor a 
term of two ye^U'S, and the third class for a term of three years, and at each {uuuuu 
election after the linst the successors to the class of directors wliosc term expne> m 

• A loiter lU'compnnying the copy of the* cortificiite n( itu-orponUion slates that the hy-lnus - an not 
lie* sent (III rc-iucst, witlKUit Kpe'cial vote of the* tioaul <>t tlio'clors. 
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ttiat year .shall he elected to hold office for the term of thrw years, so that the le,„, 
of office of at least one class shall expire in each j’ear. 

In witness whereof we have hereunto set onr hands and seals the ninth dav 
January, 1891. 

K. O. M.\ttiiies.se.v. (s. i 

Jno. E. Se.vhles, Jk. (s. ) 

II. (). II.lVEMEYEn. (,s, I 

\V»i. Dick. (s. ) 

TniCO. A. Il.^VEMKVEH. (s.) 

.St.ate ok New York, Citii and County of Nrir York , .w.- 
Be it remi'niliered that on this ninth day of January, A. I). 1891, before me, Frank 
K. Runyon, personally apjieared Francis t'). Matthiijsson, John E. Searles, jr., IIchm 
O. llavemeyer, Theodore A. Ilaveineyer, and William Dick, who I am satisfied aiv 
the persons naimsl in, and who acknowledged, the foregoing certificate, anil I lia\ in'r 
first made known to them the contents thereof they did each acknowledge thatfhev 
signed, sealeil, and delivered the same as their voluntary act and deed. 

In witness whereof 1 haa-e hereunto .set my hand and'affixed mv (.ifilcial seal iliis 
9th day of January. ,A. D. 1891. 

Fr.ink K. Ri’nvox, 

MaKh r in Chancrnt <f Xeii' i/, 

[Kndorscd:] “Recorded in Hudson Co.. N. .1., clerk’s office, Jany. 9tli; 1891 ii, 
Book 11 of cU-rk’s recoril. 

“De.n.ms McL.m'iiui.ix, t ' lirk ." 

[Endorsed:] “Filed .lanuary 19, 1891. 

“Henry (k Kklsev, 

“.SVrrc/eri/ if Sfirh ." 


St.itk ok New .Ier.sev. 

DEP.MITMENT OK .ST.ITK. 

I, (ieorge Wurts, secretary of .state of the .'state of New .lersey, do heri'hy ccrtiiv 
that the foregoing is a true co])v of thi' certilicate of incoriioration of “The Amici lean 
Sugar Keliiiing Compauv,” amt the endoi-semeuts tliereon, as the same is taken Irmn 
and compared with the original filed in my office on the lOth day of Jamiarv, .\. It 
1.891, amt now remaining on file therein. 

In testimony whereof I have hereunto set my hand anil atlixeil my official seal, al 
Trenton, this 19th day of August, A. D, 1899. 

[sE.M,.] (lEoROE Wrirrs, 

SiTiTfary of Sfolr. 


UNITED STATES DYE-WOOD AND EXTRACT COMPANY. 

lli)-conl iniunml rcvoinio sIkhi|), (tiijccIIo‘1.) 

CKRTIFIC.VTK oK I N^’oRpoKATToN. 

fRc>;isU;ru<l otVicc wiili the Now .lursoy (!(ir[>fini(ioii <itmruiilco nii«l 'i'rnsi (’lunimny, fiini'loii. ^ ' i 

First. Tlu.* iianie of the corporation is the “ rNiTiCD Statks Dyk-Wood .\.m> Ivvti; m i' 
Company.” 

Second. The nrincipal otfici* in N(‘w Jen:<ey in at No. 410 Marked, ptreef, (’anul' h. 
New Jersey. Tne New Jersev (’orporation Guaranteean«lTnistC’onipany is tlicn;:(ii' 
therein and in chaise thereof, and upon wiiom proce.«s a^cainnt tliin corp<)rati(>n 
he aerved. 

Third. That the oi)ject.« for wtiich and foreacli of which this corporation in hirim fl 
are: . , 

To manufacture, buy, sell, deal in and deal with dyewood, extracts, clieinic:iiy 
and all like or kindred produetp; to manufacture, prepare for market, market and m- 
the same and any articlen or product in the inamuacture or composition of " ‘ 

th^, or cither of them, are a factor; . ^ , 

'fo buy, sell, manufacture, refine, manipulate, import, export, and deal in , 

mibstancee, chemical or otherwise, apf>anituK, products and thinjrs eapalJe of 
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in any Kiich laisiness as afnivsaiil <pi- m|uiiv(l liy any (•iisidhicrs ..f .,i- nrrsimH 
hiivinjx " 

In lurtlirraiu’c, ati<l not in limitation, of tin';^n*inn’al i»o\vcrs conferred l)v tiu'laws 
,»f tlw^StatOof New Jei'sev, and (d' tin* objects and purposes as herein above stab'd 
it is licreby exi)ref!iHly provided that tbee(>ni])any sliali have also the followin^r powers’. 

that is to Hay: 

(e) To do any or all of tlie things herein S4‘l forth asobj<‘<-ts, jairixises, powers or 
oth(‘r\viH<*, to tlu^ sann* extent and as tally as natural persons might, or could do, and 
in any part of the world, as prineij)als, agents. eontraet(»rs, trustees orollna wise, 

(h) To eoiuUiet its business in all its branehesand have (uu* or more olliees, and 
unlimitedly to hold, purchase, and convey real and jiei-sonal pntj.ertv, b«.(h w ithin 
and w’ithout tlie State of New.Iersey, and in all otlier States, Terrilori<-s, and eohinies 
of the United States, an<l in all foreign eountri<-s and jdaees, siibj«et alwavs, however, 
lo the law's of the re.speetivr* States, Territories, eolonic's, and foreign eonntries. 

(e) To maniifaetiire, purchase, or olherw isi* ae(|iiire, hold, own, sidl, assign, and 
transfer, invest, trade, deal in and <lealw ilh goods, wares, and merehandi>eaii7l prop¬ 
erty of every class and description, and 1«> ilo manufaelni ing of any kind. 

(d) To purchase, or otlierwise ae<|nire, to ho!<!, ow ii, maintain, wmk, mine, •level<>p, 
tos(‘ll, or otherwise dis])ose of, witlmut limit as to amount, within or witlnait the 
Stat(‘ of New' Jersey, and in any ))art of the world, real (‘slab^ and real propertv and 
any interest ainl rights therein. 

\r) To aeijnire the goo<l w ill, rights, and pr«.|ierty of all kiials, and to undertake 
the wliole or anv part <)f the assists and liahilities of any person, linn, association, or 
eor])oration, and to j)ay for the saini' in cash, slock of ttiis l orpoiation, hoials, (tr 
o1 In‘rwi.se. 

(/) To lioM, ]>nrchase, or otluTwise a<'<|nin‘, to s<'ll, assign, transfer, mortgage, 
pli'dge and otluu'wisi* dispose of shar*.‘Sof tiu* capital stock, hoials, or otlier evid(*nees 
of indehledness er(‘at(“d l>y otI hm' eorp<nation or e<npora1ions, and while the hoMerof 
siicli stock to exercise all the rigiits and privileges of ow in'ishij), inelnding the right 
to vole thereon, to the samti <‘Xtent as a natural person might or eoulil do. 

{(/) 'to guarantee the jiavment of dividends or interest on any shares, stocks,«lt‘hen- 
tiiivs or otlu'i’ securities isstu'd hy, or uuy other eoiitrael or oldigatioii of, any corjio- 
ralion. 

(//} T(» niakt’ an«l enter into eontraets of <-vei v sort amt kin<l with any individual, 
lii 111 , association, eor})orati<ni. pri\ ah*, public or mnnieijial, body politic, and with the 
< iovernmeiit of tlie United Slat<‘s, m- any Stale, terrilm-v, or colony tliercof. 

It is the intention that the ohjeets, ]inrpos<‘S, and powers s{>eeilied ami <‘laiiS4's eon- 
(ahted in this tliird jiaragraph shall, exe(‘pt wlmre otherw isi* expressed in said jiara- 
giaph, he nowise limited or r<‘striet(Ml !>y reh'rema* to or inference from the terms of 
any oilier <‘lause <»f this or any other paragraph in this ehart(.‘r, hut that the objects, 
piiiposcs, and ])OWt‘rs spi'cilied in each of tlu* clauses of this paragra|>h shall ])•* 
regardt'd as inde]M-ndent olijeels, ]>ur[)oses, and pow iws. 

Pourth. The total amonnt of the capital stock of sai'l corporation is to be ten mil¬ 
lion dollai's ()^10,(K)t),IM)0), divided intoom* Imndri'd thousand (10b,000) sliaresofouc 
himdri'd dollai's ($100) ca<‘h. Of (lie said stock sixty thousand (()0,0(X)) shares, 
amounting at par to six million doOars ($0,0(H),000), ari* to he preh'rred stock, and 
forty thousand (40,000) shares, amounting at par to lour million dollam ($4,000,000), 
are to he e(,)muH)ii sto<*k. 

1'p‘''i Hi''vote of a majority oi the j>referr('il ami eommon slock lssne<l and onl- 
shinding, irrespectivi* of class, the diixx’tors sliall have the ]>ower to <Teate d(*lV']T('tl- 
stoek di'lienturcH wliieh shall lx* subordinate to the common ami preferred stock, both 
as to divid<*nds and the principal, so that ihe sai<l deferre<i-stoek debentures shall 
not he ('iititled to any dividend or int(‘resl whatever iinlil alter Ixilli preferre<l and 
'■oiiimon sto(*k shall have in any one year r('e(‘ived, or ha«i set apart lor payment, a 
‘lividend at tlu^ rate of six per cent ])er annum, ami after tlie ]>ayment of a ilivideml 
oi six per cent in any yi'ur to tiie sto<‘k, preferred and eommon, a ilivideml at tlie rati' 
'*f, hut not (“Xeeeding, six per ei nt shall l.>e paid to tlu^ holders of the said deferred- 
stock deiientures, hut it shall not be eutilhxl in any one yc'ar to any further divalend 
or interest. In the event of liquidation or dissolution of the company, the common 
juid jireterred stock shall be paid in full Ixdort* uuy jiayment .diall he made upon the 
saltl iU*ferv(‘d-s1oek debentures. Sai<l d(4em‘d-sfoek delientures shall havi* no ^<lti^g 
power. The deferred-stock debentures shall always be subordinate also to tlu* claims 
ol geneml creditors of the comjiany. i • -i 

The rights, privileges, and conditions following slndl attach to the shares aioresai<l; 
tliat ig to say: 

(I) The common stock shall Ix^ subordinate to the rights of the preferuMl stock, 
oxeept that both preferred and common slock shall have e<inal voting powiTs. 



12()0 IIEAIUNGS liKFOHK THE INDUSTKIAI. COMMISSION. 


(2) The corporation vshiilI not be at Iil;>erty, without Ifie consent hi writinfr first 
obtained of the holdei’S of two-thirds in amount of the jireferred Hto(*k issued and 
outstanding— 

(a) To create or issue any other or furth<‘r shares ranking in any res])ect pari passu 
with or in priority to tlu; aforesaid issue of $fi,00(V)()0 of |n-efereuc(^ siiares; 

(f>) Nor to create any cfiarge, except as herein provi<lc(i, upon the net profits of tlie 
corporation which shall not subordinate lo tluMlividend rights of the preference 
sliares; 

(c) Nor to reserve a surplus fund which sliall not Ik* chargealde witli tiie |)ayiiienl 
of the accrued dividends on the t)referenc<* sliares. 

(3) Tile sai<l preference shares shall carry a (ix(‘tl cninniative prefen'utial divid^aid 
at the rate of, but not e.xceeding, six per c(“nt (<>%) p(*r annum on tlie par vahuj 
thereof, and such dividends shall be <ieclared (piarterly on the second days of Jan¬ 
uary, April, July, and Octoln-r in each year, or at such other (iines as the hoard of 
directors or the exceutivc comniitt<‘e shall sec lit aiid (hdcrminc. 

If in any year divi<lends amounting to six percent {i>'/r) per annum shall not he 
paid on such preferred stock, the deliciency shall he a charge on the net profits, and 
he payable, but without interest, before any dividends shall be j»aid upon or set apart 
for the common stock. 

(4) The balance of the net profits of the corporation, after the payment of said 
cumulative <lividend at the rateof six jier cent peranmun to tfie holilei-s of tlu* 
preferre<l stock, may be distributed as <livi<lends atnong the holders of the gcnenil or 
eommon stock as and when the board of directors or executive committee shall hi 
tlieir discretion determim*. 

(5) In the event of the liquidation or <lissolution of tlu^ corporation the surplus 
assi'Is and funds thereof shall he api>li(‘d in the first place in repaying to the IioId(‘rs 
of the afort‘sai<l cumulated prehu'eiice shares the full atnountof thejirincipal thereof, 
and the accrued divMends, if any, charge*!, !)ut willioul interest, liefore any amount 
shall In* paiil upon the common stock, and after stu-h jiayment in full (o th(‘ holders 
of said ciimulativ(* jirclVrence shares tlie surplus assets and fun<ls shall 1 h‘ <levoted to 
the paymeiil of tlie principal in full of the common stock, aiul lliereafter to the jiay- 
ment of tlit^ [iritu-ipal of any defi*iTe<l-stock dehentures issae<l and outstanding. 
Tliereafter the surplu.'^ fumls ami assets shall bidong to and lie divide<l among the 
holders of the common shares. 

From tinu! to time tin* jirefern'd and common stock may he issued in such amount 
and projiortion as shall be determined by the ixiard of directors, in accordance* with 
the laws of the State of New .lei'sey. 

Fifth. The directors of the corporation shall he divided in resjiect to the* time for 
which they shall severally hold ollii-e into live e*lass(‘s, equal in number. The first, 
class .shall he olecle*l f»ir a period of live^ years; the se'cond ehuss for a period of four 
yeaiv; the third class for a period <»f three years; tlie finirtli e-lass for a perioel of two 
years, ami the fifth clas.s feir a pe-rioel of one ve*ar; and at eae*h annual eieedion afte-r 
1899 the successors tei tliei class of elircctors whose' terms (*x])ire in sue*)i year shall be? 
e!cct(‘d to holel ottie-e for live* years, so that the term of olUce eif at least one* class shall 
expire in eae*h ye^ar. 

In case of an im-re-asc in the hoard of diretdors between the annual eU'ctieui by the; 
stockholders, the ne-wly created elirectorships shall he unel he construexl as vae-am-ies 
until the next annual election, to he filled torthwith by the hoard. 

Sixth. The names ami post-office address of the imxjrporators and the nniulK-rof 
shares of common stock suhscribeil for by each, tlie aj«gregate. of which $1,()()() is the 
amount of capital stock with which this corjionition will commence business, are as 
follows: 




James . 

Henry T. Will.'*. 

Frederick W.Garvin 


F. 0. address. 



NuniljiT of 
Khiiri'.s of 
common 
stock. 











Sevenlh. The duration of the c*irporafion is to Ih^ jierpotiial. 

Eighth. 1. The corporation shall have no jiower to mortgage its real propi-iiy, 
except upon the assi-nt in writing first obtainwl of the. holders of two-thirds of tie* 
i.ssued prefemnl stock heixdnbefore descrilx*d, or upon the alfirniative vot<^ of the 
liohlers of a majority of tlu* said jirefi'rn-d stock at a im*eling of the }wi!ferred stock¬ 
holders iluly called for that ))nrpos(‘, ami ujKm such assent so obtained, or upon such 
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affirmative vote so liad, and not otherwise, t)ie corporation shall have power to mort* 
>C<ige its real property to secure an issue of homls or otherwise; fiotmyr, 

This limitation shall apply (^mly to inortjrajjes otlier than purchase-nmney mortgages 
on the acquisition of property, which purcliase-nu)ney mortgages shall i-overonlv the 
property acciulred. 

2. The board of directors shall havt* )iower witliout the assent or v<*to of the sto<-k- 
holders to make, hIUt, amend, and resciiul tin* by-laws of this (■orpt)ration, and, sub¬ 
ject always to tlie paynu'nt of the dividends on the preferred stock, to Jix the atnounl 
to 1 k“ reserve(l us working ('apilal. 

3. With tlic iussent in writing or pursuant to the vote of the hold<'rs of two-thinls 
of all the stock, irri'spective of class, issued and outstanding, the dinctors shall have 
I»ower and authority to sell, assign, transhu-, convey, or otln rwise disp<.sc of the prop¬ 
erty and assets of this corporation as an entirety on sueh terms and eonditions and 
for sueh eonsideration as the directors shall <let*ni lit, right, and just. 

4. The hoard of directors, and when tlu* Ixmrd is not in session the executive eom- 
mittee, in addition to the iK)werH ami authorities by statute and by llie by-laws 
exj)ressly conferred upon them, an* hereby empowered to exereisi' all sueh powers 
and to do all sueh aets and things as may In^ i‘xereised or <lone by tin' i’orpination, but 
subject, nevertheless, to the provisionsof the statute, of thecbarfer, ami to any regula¬ 
tions that may from tiim* to titne be made by lb<‘ stoekholih-rs: /Vocm/<</, That no 
regiilations so made sliall invalidab^ any provisi<ins of this <-liarter, or any prior aets 
of the direetoi's or the executive eoiiimittee which wouM have been vali<l if sueli 
regiilatio’ns lia<l not been made. 

5 . There shall be an executive committee (»f live members, who shall be elei tcd 
by tb(‘ stockbohhws from the* dir<‘ctors, and bold otliei* as hereinafter pno ided. The 
said committee sliall have and exmeise all (lie powers exjnessly eonh-rred upon it by 
this certiiieate of ineorpomlion, and als<i ;dl the [xuvins of the lioard of din^elors 
wlienever a ({Uoriuji shall fail to lx* present at any stated or other im*eli]ig of the 
board, and as well at all times wbeiU'Ver tlie board shall not lx* in S(‘ssion. and shall 
have power to affix the seal of tlu^ eorixn-ation to all })apers wliieh they may deem to 
require it. 

The (‘ommittee shall have power to make rules and ri'gulations for the eomliict of 
its hiLdness and to determine how many memhers tlu“i\x)f sliall eonslitute a quorum. 

The offiei'vs of the committee shall be a ebairman, a vie<*-ehairman. and a secretary, 
w ho shall Imld office < inring the term of their office as members of the committee, alid 
sliall be elected l>y the sluckholdem. 

At all meeling.s of tin* <‘omniittee all questions shall be <h*ci(led liya majority of 
votes, and in ease f)f an (‘quality of votes the ebairman, and in his absenci* tin* vicc- 
elniirmaii, and in tlu- absence of both tlie secretary, shall have a si'cond ami deciding 

V0t(“. 

The stockholders shall, at their hrst meeting, elect by ballot the said committee of 
live inemlxns from the, directors electe<l at such nu'eting, and I In* said oltii-ers thereof. 

The s((X‘klml<lers shall determim' and lix the eompensalion to be paid to the meiii- 
Ixii's of the (committee and to any of tin* otlieers thereof as .'-iucli, ami tlie eoinpen.'-^a- 
lion of anyiiKunberor offiivr of the committee so fixed shall not be diminislied 
during his tenure. 

At (W'(“rv annual mei'ling aftiw the lir.d. im'cting, wlieimvor tin* term of office of any 
member or offieeiof the eoinmittee shall expiri*, the sto(*kbolders shall elect a suc¬ 
cessor. Aliy member of the committee may be electi'd to succeed himself. 

Any dinx^tor, irresp(‘ctive of class, is (‘ligibic to eh'ction as a menilxw of the exec¬ 
utive cominitt<‘(‘. 

TJie term of office of each imanber <if the committee shall be coexlensivt* with the 
t(‘rm of his office as <lirector, unless tb<‘ stockhoMers, at tlu* linu*of biseh*i tion, shall 
fix a shorter period or Term of rtllice, which they shall liave [Miwer to do. Any nu*m- 
IxT of the Committee who shall cease to be a director of the conqiany shall ipno facto 
C(‘ast' to be a niemlx*r of llu* comniitlec. 

Neither lluMlirectors nor tlie nuunbers of tluM*xecntive committei’ nor (be presi¬ 
dent nor tlu* vice-pr(*sident shall lx* siibji'ct to removal during (heir respective terms 
of office, nor shall their ffirnis of otliee be diminlslu*<l during their (enure. 

All vacancies in the exeeiitivi* <‘onmiittee shall be filled for tlu* unexpired term 
from (lie directors bv the remaining nu*iulx*rs of tin* comniiftce. 

1). The dir(‘ctor.s shall, from time to time, determine wbetiier, and to wlmt extent, 
and at what time.s and places, and under what conditions ami regulations, tin* 
a«!cmintH and books of the corporatii.ui, or any of them, shall be o[H*n to the inspi^c- 
tion of (he stne.kholderH; ami no stockholder shall have any right to inspect any 
account, or book, or document of tluM-orporation, except as conferrcMl by statute of 
New Jersey or authorized by the directors. 
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7. The <lireot<)i's nliall have p)wer to liold their inoetingH, to have one or more 
ofliees, and to keep ilie books ol tlio corporation (except the stock and transfer books) 
outside of this State, at such pUvces as may from time to time be designatixi by tliem. 

The undersigiK'd, for tlie purpose of forming a corporation in pursuance of an act 
of the legislature of Niiw Jersey entith‘d “An a<’t concerning corporatioJis” (Revi¬ 
sion of 1890) and tin* various acts amendatory thereof and supplemental thereto, do 
make, reconi, and (ih* (his certiliiate, and <lo respts-tivi'ly agree to take thc^ number 
of sliares of stot'k hereinbefore set hirt h, and jiccordingly hereunto set our liauds and 
seals. 

Dated Camden, N. J., March ‘A, IStlt). 

Jambs H. Dm,. [ i,. s.] 

IIenhv T. U'im.s. [r.. s.] 

FliliDKKK’K' \y. (fAUVJX. [l. .S.] 

In the pn^senee of— 

Geo. W. .Mark. 

James J>. Dili,, 

SoliciUn'y 27 Pbu'Sl.y Xi’ir York CUif. 

State ok Neiv York, (nu)iiif of Xrir Ihr/. j 

Jle it renu'inbered tliat on thi.s third day of March, A. D. eighteiui hiindre<l and 
ninety-nine, ladort^ me, a commissioiu'r of deeds fortius State of Xiov Jer.s(“V, ri'sid- 
ing in Ni-w York, jiersonally niipeareil James P>. Dill, ilenry T. Wills, arul Frederick 
W. Garvin, who I am sati-slied are the persons naimsl in and who executed the fore¬ 
going eertifieate, and I having lirst nuido known to tliiHii, and (‘aeli of them, tin* 
c(»ntent.s tlieri'of, they did each acknowledge that they .signed, sealed, ami delivered 
the same a.s their voluntary net and dc(‘<l. 

Geo. \V. MAliK, 

. 1 ( hDimisnuoti'r of Ih'nh for the 7>Uf(c of 2o'ir Ji r■'<l^//, rcsulut'i in Xrn: York. 
[10-ccnt 1. R. stamp, caiicvloil.] 
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General aspects of combinations: 

Tliurber, R I?., presidentUnited States Kx|>ort Assneiatinn. ti 

Itowe, P. R, irresident ('emiuereial Travelera’ National Ixaipne. 115 

Sugar combinations: 

Jinynitsky, Stephen N., assistant cliief eustoins rlivision of the Treasury 

lte|iartiiient. IT 

Smith, (i. W;ddo, ))resident Wholesale tiroeers’ Association of New York 

t’ity. 

Alas, klriH'st, former eheniieal engineer t ilneosr! Sugar Uetining I 'oinpany. - ~- 

lioseher, ('kins, inde|«nident sugar refiner. S7 

tlavenieyer, Henry <)., president American Sugar Uetining (.'onipatiy- Hit 

.larvie, .fames N., mernher tirm of ArlmekU- Ilrothers. UtS 

Post, .fames II., eonimission merchant in sugar. l-t^ 

Whisky combinations: 

(ilarke, Charles i]ide])<'ndent distiller, Peoria, 111. -. Ho 

Me\nlt:i, John, receiverDislilling and Cattle Feeding (iompanv... I'.IJ 

Cook, Marlin li., wholesale Ikpior deahn- and distiller. 210 

T.nyties, Henry U. < i., wholesale liquor dealer and distiller. 2.'>0 

Standard Oil Company: 

Lee, .1. W., president of three indepemlent pipedine organization.s. 2(11 

Monnett, F. S., attorney-general of Ohio. 2ti7 

Clark, M'. II., former ageJit of Standard Oil Conqiany... Jos’ 

Davis, T. F., independent producer and refiner, Alarii'tta, Ohio. :i')l 

Westgate, T, 15., indeiiendent reliner and otticer in independent oil organi¬ 
zations . 2(iA 

Loekwood, M. L., indeix-nikmt prodni'cr i f oil. JSJ 

Itoyle, P. ('., editor and proprietor. Oil City Derrick. 104 

Ahilhews, 11. A., selling agent of Standard ()il Company. 4tll 

Aiviilxdd, J<din 1)., viee-prcsid(‘nt Standard Oil Company of New York.. .'iOli 
Phillips, Thomas W., independent producer and olllcer in indepeniieritoil 

organizations.-. hSli 

Finery, Lewis, indeiiendent refiner and otticer in independent oil organ¬ 
izations . •’02 

Call, Andrew D., manager (.iall-Sehneidcr Oil Company, Alontreal. (172 

Kii.'c, (ieorge, imiependeiit producer and ri'tiner. (>86,7915 

Page, Howard, vice-president Dnion Tank Line Company. 7.’>.') 

Rockefeller, John II., president Standard Oil Company. 794 

Dodd, S. C. T., solicitor Standard Oil Company. 798 

Sugpar combinations (resitmed): 

Atkins, Hdwin F., manufacturer and importer of sugar. 801 

Whisky combinations (resumed): 

Itradley, Edson, vice-president Distilling Company of America. 81,5 

Rice, Samuel AL, president Distilling Company of America. 831 


Xin-plate combination: 

(iraham, W. T., .second viee-pre.sident .American Tin Plate Oimpany- 

Wheeler, K. S., trea.snror Ameriean Tin I’lato Company. 

Reid, Daniel 0., prasident American Tin Plate Company. 

Griffiths, AVilliani, mannfactnrer of tin plate... 

Going, H. F., retired eanner and manufacturer of tin cans. 

Greer, George, district manager American Tin Plate Company. 

Taylor, Nathan A., indeixjndcnt tin-plate manufacturer. 

National Steel Company: 

Reis, AVilliam E,, presidctit National ttleel Company. 


849 

86.3 

86.0 

887 

91.5 

022 

931 

943 
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American Steel Hoop Company: I'age. 

(iuthrio, (’liarl(?H 8., prcsidi^nt Aniefioan Steel Hoop (^ompany. 953 

Tin-plate and steel companies: 

Moore, William II., promoter of American Tin Plate ('omj)any, etc. 959 

Federal Steel Company: 

Stetson, Francis L., counselor at law. 969 

Gary, Fll>ert H., president Federal Steel Company. 982 

American Steel and Wire Company: 

Gates, John W., chairman American Steel and Wire Company. 1005 

Pam, Max, attormw at law. 1034 

National Shear Company: 

Vearson, James i'., private banker. 1041 

Wistf, F. (\ J., vice-president National Shear (Company. 1043 

International Silver Company: 

l)odd, Samuel, president International Silvi^r Company. 1049 

Watroixs, William II., director Internalioiial Silver (.'omiiany. 1062 

Ro<^ei>«, N. Hurton, vice-j)resident of C. Rogers t'e Pros. 1066 

State corporation laws and transfer companies: 

Dili, James B., attorney at law. 1077 

Wood, Howard K., assistant st'cretarv (,'orporation Trnst ('ompany of Now 

Jeivey. 10H9 

Hansoll, Frank R.,secretary New' Jersey Guarantee and Trust Company. 109-1 
Marwick, James, auditor (\)rporatiou Tru.'^t Comjmuy of New Jersey.;... 1096 
(larviu, James S.,assistant secretary New Jersey Rogi.stration and Trust 

Company. 1098 

Ryan, Dennis B., attorney at law'. 1099 

King, Charles N., secretary New Jersey Corporations Agency. 1106 

Kevins, Andrew' l\,attorney at law. 1111 

Smith, J. Frnest,attorney at law. 1119 

Fdgertou, Charles F., Itliacu, N. V. 1123 

Sawyer, \V. L., se(*rctary (\»rporation Trust Company of Delaware. 1125 

Msau's, James J., member of the legislature of Massachusetts. 1127 

Legislation—Public control: 

Jlos Bassos, John R., attorney at law. 1139 

Allen, Charles (’., attorney at Uuv. 1177 

llnffcut, Ernest W., profess<tr at Cornell I'luversity i.aw School. 1211 

Appendix—C harters and By-Laws. 1221 
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(Sc(‘, also, spt'cial imlr.K for Slandani Oil ('tniipaiiyi. 


Addyston Pipe Company: 

Uocisioii coiH-oriiing, (iiscussc<l. l)<*s 1‘assu.', 117'); Alim, 1 isjy ] IPii; 1 liiffnH, l!.‘I 1 
Adulteration: 

(’orii Hour, inixItinMvilii Avlicnl. M:ts, 7:^ 77, p> 

Corn oil, mixtiiri' willi various ntiu'roils. Mas, 71 

(Toveriiiiiont r{■<;lliatioll, advocalcd . 1 lavciiK'Vrr, TJS 

Wliiskios, no injurious articlos ns(*il... Clarko. 171 , iso, 1S.'>: MoNulni, tiiUk -HI 
Advantages of combinations. (Soo l\jl'c<-h, oz/o/yoV,'--.) 

Advertising: 

Ki'onoiny in, by combination.-. Ibadloy, .s-jib lo'tr'Ts, ]070 

!\rono])oiy <lu(‘ to, Iciritiniatc. Smilb, 70, 71 

Agents of corporations: 

T>.. • ..ct..*., v..,, 1.,..^..,,. lUII loTT 1070 


Number of corporations ici'i’cscnlcd by. New Jersey. Kiiitr, lion 

'll' nppoiiUiiK'nt, butine.-'fi, I'li'., New .Icrscv. Uypii, llilP-IIP'i; 

l^iiiir, him;, IIP7, 1111 

Mctlioils iifhnsincss, l>'‘lii\van‘.. Sawyer. M'-’a I U’l 

Tru.i^t e'liiipaiiies, Xew Jersev,'leseription el luisiiiess. Weed, I0.SP-M)!I!; 

llaiis>ill,'ll)!M-lll'.ld; .Marwick, IlWIi, 10117; Carviii, loOS, lOIIO 
Aggregation of capital, Oipihil.} ^ 

Agricultural products; 

1‘rires lixed l»y fereigi) nairkels. Ilmrlier, I. 


Alcohol; . , , 

lilaniikieturiULr and ;irta, ilesiraliiiitv el in, re;ise'l use. MieNuita. t.il; 

Idee, .^40 

Taxation. MeN'iilta, 2i'i-OL’7.; lirailley, S2li; Kii'e, K46 

American Spirits Manufacturing Company. (See W'lud-ii r«;»/,em/ie!i.s.) 
American Steel and 'Wire Company, of New Jersey (.wh: inlm-v, 


Gates) ; 

American Sleamsliip Geinpany, relation to ..... 

American .Steel and Wire Coinpany el Illinois, relation to, 

rianlsaii'l output eontrulled Ity. 

liarhed wire— 

I’raetieal niono|)oly of output throneh patents. 

Prices. 


. 1007 

.... 1010-1021 

.... 100.7,102S 

1000,1010,1033 
.... 1000, 1033 


tlapilalization -- 

Amouiit ami elas.ses of stock. 

Bonded dehl of eoiislituent eoinpanies. 

Cost of plants, working capital, eli'. 

Trade-marks, goi>d will, value of... 

Carnegie Steel ('ompaiiy, no dirirt rekilion to. 

’ (taiistM>f combination not exee.ssive eompetitioii. 

Coal mines, ownership of. 

Competition ami competing esiablishnu'nts— 

Advantage of combination in securing large buyers. 

Ivxee.ssive, not cause of eoinbination.-. 

No attempt to prevent. 

Strength of.. 

Inde[)endent plants, offer lo .sell out t'> eomhination 

Pureha.se of material from eond'ination. 

No agreenient with.-. 

W ill' fencing, no agTcementas to [irices. 

,s:;a- SO 


.... 1020,1021 
1122,023 
1020,i021, 1032 
.... 1021,1022 

. UI23 

. 1033 

.... 100.5,1023 

. 1024 

. 1033 

.... 1022,1023 
1015,loin, 1022 

. 1021 

. 1021 

1010 ,lol1,1022 

. 1022,1031 

1205 































12()6 'I’llE INJUUSTBIAL COMMISSION:—INDU8TBIAL COMBINATIONS. 

American Steel and Wire Company, of New Jersey—Continued. Pago. 

Cost of production, reduction during past twenty years. 1008,1083 

Waste in rolling;, amount of. 1(X)8 

Debts, Imd, nsluction in, l)y <-ombination. 1080 

Divitlcuds, common stock, reasons for not paying? on. 1084 

Economics (d combination-— 

Closing of ]»lants, reasons for. 1028,1029 

Coml)ination of different branches of imlustry. 1080 

De!>ts, ba<l, re<luction in. 1080 

Freights, saving by sliipments from ju^arest plants. 1080 

Otlici'Ts and salaries, savings in. 1020 

Superintendence, host former ability retained. 1084 

Traveling men disijeiiscd with. 1018,1080 

Exportation of prodnet— 

Advantages of building up foreign market. 1015 

Conditions of eompetition with foreign producers.. 1018-1018 

Combination, tendency of, to increase. 1010 

China and Japan, aimnint of trade with. 1080 

England, large exjMU’tation to. 1015 

Advantages of Cnitcd States in maiuifactun^. 1011 

Prices lower than doim'stic; reasons. 1015 

Federal Steel Company, no direct rclationto.. 1028 

Freights, no sp(“clal rates or rebates. 1081 

Kail rates, Lake. F.rii' to Pittsburg. 1007 

Savings by sliijuneiits from nearest plant,. 1080 

(ii-rmany, con<litions of i)ro<luetion and ex[)ortation. 1014, 1010,1018 

Syndicates in iron and steel industry. 1017, 1018 

Inlernational eomhination, attempt to form. 1017,1018,1024 

Iron and steel in<lustries— 

t!um))inatioiis, control by. 1028 

Combinations, relations between. 1028,1027 

Ex])ort tra<l(*, e<mditions of. 1014-lOlS 

Iron ore, output, increase. bi25 

Prices, ixm’cjU increase in. lOOO, 1025 

lr<ni, pig, increase* of output. 10t>0 

I>;d)or (see also irec/rs) — 

Amalgamated As.'^oeiatiou not recognized. 1011,1012 

Em])l<*yees, numberof. 1012 

Lake fnaglits, cost of iransportalioii, estinial('<l. 1007 

Kates, iucreascof. 1000,1007 

Mines, ownershi]M)f... 1000, 1005, 1000, 1028 

National Steel Company, no din‘ct relation lo. 1028 

Nails, wire— 

Independent manufactnn'rs, no agrccmi'iit with. 1010, lOU, 1022 

Output, ])roportion controllcO by comliinalioii. 1005, 1010 

Prices, iiHTcascof. 1010 

Pateaits, hnv in mamifacliire of. III09,1010 

New .Icrscy, reasons for ineorporaliiig in (Paini . —. 1085 

Orgatii/.alion, history ami <L*scriptioii— 

(\‘rtifi<*ate <tf incorporation am! l>y-laws. 1248-1250 

American Steel aiul Wire Company of Illinois, rclationto. 1019-1021 

History of movement. 1019-1021 

Method of acfiuiring plants. 1028,1082 

Plants entering combination, list of. 1028 

Plants afterwards closc<l, reasons for buying. 1028, 1029 

Dissolntioii of indcj)cudent companies. 1028 

Promoters’ profits. 1081 

Slock, exchange of. 1019-1021 

Output of products— 

Closing of plants, reasons for. 1027-1028 

Increase <lnring past twenty y(‘ars ... 1008 

increase sinc(‘ combination. 1028,1029 

Proportion controlled by combination...1005, lOOt), 1010 

Burned w’ire, iiractical monot»oly tbrongli jiati'uts. 1009, 1010,1088 

Patents, control of. 1009,1010,1088 

Saving of law suits, concerning. 1080 
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American Steel and Wire Company, of New Jersey—( '(niiimuML 
Prices— 

Barbed wire. 

Decline durinj' past twenty years.. 

Diffeivnco according to quanlity |)urehase(l.. 

Increase since eoinbination, amount and causes. 

Iron ore, recent increase in. 

Contract to purchase, at lower luiee. 

Margin between raw and linisli(>d product.<leeeptive. 

Steel, higli prices j)aid by Wire Company. .. 

Reasons for liigh pri<*es. 

Products, description of, proportion of output. 

Promoters, protits of. 

Salesmen, disi)eused with. 

Steel— 


I'ago. 
UHK), 103d 
1(K)H 
JOll 

1000,1010 
1025 
loot), 1025 
lOOS 
1025 
1020,1027 
l(K)5, 1010 
1031 
101S, 1030 


Combinations, control l)y. 1023 

Prices, high paid by Wire Company... 1025 

Prices, roiisons for recent increase. I02t), 1027 

Pui’cliasi^ from other combinations by Win^ (.•oini)any. 1020 

Steel companies, no relation to other. 102:>, 1027 

Tariff (s{‘e also Ej porfuiioii )-— 

Cost of living in America and Knropc. !0M 

(leriiiany, (lovermnent ussistaiici‘ to exj)ortation. lOKi 

Protection nci'cssary, reasons. 1(03-1010 

Transportation, relation to. 1013 

Wages, relative in America and Kuropc. 1013, 1014 

Transp(.irtation. (Sec Frci(jhti<, Lulr. Eixujhtt^.) 

Wages— 

Fix(‘d by annual ngrcoTiient. 1012 

liKTease since <‘oni})ination. KOI, 1(02 

Intiiu'm-es determining. 1012 

Sliiling scale, incn'ase under.-. 1(01, 1(02 

Wire, liarbed. (See Enrhctf irnv.) 

Wire fencing, no agreement as to jui^-cs. 1031 

AViix' nails. (Sec X'tiE.) 

Wire and wire rods- »» 

(Inovth of industry, (U'.'-Jcribcd. I0()<S 

Pro[)oitiou of output controlled, competition, ct<-. 100'^, 

1009-1011, 1022-102-1 

Prices.1000, 1008-1011 

Woven wire, <-ontrol of oul]>ut, prices, etc. 1011, 1022 

American Sugar Refining Company. {Svv. E((;/ar ounliinuiloii.) 

American Steel Hoop Company {mh' (Ji i'mkik) 

Amalgamatc<l Ass(K‘iation, intbicnce on wages. 955 

Capitalization, amount of common and preferred stock. t>53 

Kcujuunies— 


Comparison of n'sult in different mills. 

Freigid, saving of crossing. 

Management, younger and mori' compettuit men employe<l. . 

Office expenses, redn<-tion. 

Selling expenses, n'diiction. 

Speeialization of plants....-. 

Fxport tmde, possibility of c<nM[K*tition over (‘ntir<“ u orld. 

National Steel Company, relatj»»n to. 

Organization and nature of business. 

I'lants ent(*ringcombination..- • - 

I’riees, iiicix'ase, in comparison with raw mater ials. 

Products, description. 

Proinotiorr, prolitsof, referrerl to.. 

St(H‘], advantage of relation to steel eomiranies. 

Steel, increase in prices. 

Tariff, necessity of... 

Wages, increase mrder combinatimi. 

Fixed l)y annual agreement, sliding scale. 


953, ‘t54 
953 
953,954 

953 

954 
953 
95(3 
tt57 

953 
tt54 

954 

953 
957 
957 

954 
9.55,956 

954 

955 


American Tin Plate Company: 

Black plate (sec also cx/u/ibWo/zczr/.v, }farhiinr!i) — 

Ibffer’c'm'ii from olbei’sjjeet . < «rilli(irs, 890 
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American Tin Plate Company—(continued. T'jigc. 

Bnyinj,M)f ^jupplies in largu nuantitici^, paving.Keid, 877; Ciriliiths, 918,914 

Can inanufacluivrs--- 

Injurioiis (‘fftrts of combination not yet felt. Going, 921 

iSliortage of tin jilate, IH99. Going, 917,918 

Quality of tin plate, importance of. Going,917,921 

CuhikmI goods— 

Kelation «)£ tin-plato imlustry to. Going, 917-921 

(’oiubinatioiiM in iiianufactnnMif. (Joing, 918,919 

Labor, «-onditi(uis, wages, unions, (!<■. Going, 919,920 

Conipt'tition of glass cans witli tin cans. Going, 922 

Capitalization (see also OnjanizalUtn) — 

Amount of stocks authorized and issued.Graham, 850; Reid, 806 

Stock issue and disposition of.Graham, 857; Reid, 866; Moore, 960-962 

Promotion, stocks issiusl for.Reid, 866; Gritliths, 911; INIoore, 9()0,963 

Costand value of plants, estimated.....Reid,886; GrifiUhs,911 

l^x'ferred and eomnion stock double cash value.Graham, 851,862; 

Reid, 884; Moore, 963 

Good will, relati<ni to cost of plant. Wheeler, 864; 

Moore, 962; Graham, 851; Reid, 884 

Price paid for plants, impossibility of statement...Moore, 962 

Cost of reproducing j4ants, estimated.Gniliam, 862; Grifiiths, 912 

Ownei'ship of stock by employees. Moore, 9t)l 

Running capital, amount nec<‘ssary. lieid, 887 

Sto<‘k, value of. Graham, 860 

Causes of conihinalioii— 

I'^xcessive coin])etitu)u and losses. Graham, 854; 

Reid, 866,8()7,885; (jreer, 925; Taylor, 941 

Purpose to restrict cutthroat competition. Greer, 929 

rnprolilahle business, denied. (inliiths, 897,898, 901, 903 

No necessity for combination. Gritliths, 901; Taylor, 941 

Tariff not cause of eombiiiation. Reid, 881; (irithths, 912 

Closing of plants— 

Proportion of mills idU*. Griffiths, 007 

Ifismantling of |)lanrs and reasons for. Graham, 853; Reid, 87<) 

Irregular oi)erution si nee join hi nation. < Irifliths, 899 

Injurious effect on labor.Crrilliths, 901, JH)6 

Discrimination against certain plants.Grifliths,904-906; Gret'r,925,926 

Intended to faeilitate reduction of wages. (iritliths, 906 

Reasons for. Gritliths, 914; Greer, 924, 926,927 

(V)inpeting plants {see also os/nW/.s/imca/N) — 

Pmpo.'<e of eombinution to suppress. Grifliths, 896 

Dillhmitv of securing niaeliiiierv, discnss(Ml. Griffiths, 888-890; 

(iraham,852; Reid, 875; Tayh.r, 936,93>9 

tTiiliiihs, William, erection of competing plant by_Griffiths, 887,893,896 

Cost of ])ro«liic.tion, relative. Reid, 885,886; Griffiths, 899,900 

Wages not cut by. lieid, 886 

Cost of plants. (S('e (jipiUitizatiou, (}rtj<(nizal(oti.) 

Cost of prodnetion— 

Klenieiits entering into. Gr('er,928 

K.'O’essive when industry first established. lieid, 878 

Karlv statistics, diseuss(‘d .. (irilliths, 902; Greer, 923,924 

Increase in cost of materials and labor.Graham, 853; 

liei<l, 885; Griffiths, 902 

Kstiinated at different prices of steel.. Griffiths, 902 

Prices of raw material, statistics of. lieid, 868,869 

Relative of eumbinatioii and competitors. (Jraham, 857; 

Reid, 885; < rritlifhs, 899,900 

Wages, in<'rcas(‘of. Graham, 853; Reid, 869-874 

Waste in rolling steel. liei<l, 867 

Description of business. Graham, 849; Grifliths, 890 

Boxes, contents, amount cf steel, etc ... Graham, 849; lieid, 867; Greer, 930 
Dipjnug estahlislnnents— 

Methoilsof Imsiness. Graham,849 

Nmnlx‘r of inde[>en<lent plants. Graham, 852 

Reasons for establishing dipping plant only. Taylor, 931 

K(4ation to American I'in Plate Compajiy. Taylor, 933,937,940 
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American Tin Plate Company—Continued. 

Dipping; establishments—Gontimied. 

Attempt to suppress competition of, refusal to sell plates.t iritliths, SPo 

8 !i‘» 

Denied. (irahani, s.'iO; t Jreer, P21, P2S 

Large sales recently made to, by coinl>ination. P24, !l2S 

Irresponsible, desirability of discouraging. < irecr, PlM 

Unable to obtain supply except fioni coiMl)inalion..(Irillitlis, SPI; Taylor, PTl 

Contracts, existing, forsnjiply of naiterial... Taylor, Pllil 

Unable to sell as cheaplv as combination. < ln‘er, P28 

Prosperity of business, N. Taylor ('oiupanv. Taylor, ‘,)35 

Diamaritling of plants.'.. < Iraliam, 85:}; Reid, 87t) 

Dividends, number paid, and future prospects. (Iraham, 85(1 

Economies— 

General discussion.(irabani, 8br); R»Md,88d; tirecr, < irilliths, 91,4 

Consumer does not protit by. Gritliths, ttlO 

Buying of supplies in large quantities. Reid, 877; < Irilliths, 914, 914 

Freights, shipment from nearest plant .Graham, 87)5,850; 

Reid, 877, 88<;; (-iritliths, 914; Taylor, 942 

Labor, no redaction in amoimt per unit. Graham, 800; 

Reid, 87t>; (irillitbs, 899 

Barge and improved plants. (Jrabam, 855 

Six mills limit of economy. Gritliths, 915 

Patents, sliglit inijM)rtance of.'. Graliam, SOI 

Processes, few new methods "f mamifactun*. Graham, 800 

Selling of goods, agents, (de., saving. < iraliam, ,S55; Reid, 877 

Specialization of mannfaeture in particular plants. Rri<l,877 

Supermtcjidcnce, personal, by owner, superiority of.( Iritliths, 899,900; 

'taylor, 941 

Previous managers chiefly relaiiK'd. Keid, 877; Greer, 920 

FyXportation, not likely in immediate future. Ri‘i<l,882 

Freights, shipment from n(?arest plant, economy of.(iraliam, H55,850; 

Keid, 877, 880; Taylor, 942 

Special rates, denied. Graham, 850 

Good will. (See OtpifaUzatHm.) 

Griffiths, William— " 

Sale of plant and creetion of new plant. (‘Jrilliths, 887, 894, 890 

Position as tin-plate manufacturer, discusse<i. (in-er. 924 

Importation. (See 2'arijf.) 

JoblxTs— 

Brands, manufacture under special. Graham, 852; Reid,.s75 

Must be assigntid to the combination.. Grillitlis, 891-894 

Form of contract concerning assignment and mannfacluri* ... Grillith.s, 

801,892 

Exdusivo j)nrcha.se <if goods from eotubiiiatioii r(Mpnre<l.Griffiths, 

890-894 

Denied. (iraliam, 852; Reid, 875 

Refusal to sell plates,and discriminations, denied_Graham, 87)0,851,854; 

Ri*id, .s74, 875, 878 

Unable to obtain .suiipiy exee])t from comliinatioii. (irilllths, 894 

l.»a]>or (see also — 

Number of employees. (Iraliam, 858 

Unionizing of plants tmder eombination. (Jreer, 928 

Organization of tinner.^. (Iriffilhs, 908 

More idleness than ever hrfore. Griffiths, 904, 905 

Discontent and apprehension of employees. (iritliths, 904 -900 

No reduction in amount j)er unit_Graham, 800; R(‘i<l.870; (irillilhs, 899 

Monessen plant,conditions in. Griffiths, 905,907 

New Castle plant, ontjuit in i'xees.s of stipulation. Griffitlis,90l 

Denied. (Jreer, 924 

Ownership of stock hy employees. Graham, 854; Moc)ro, 901 

Dipping plants, union labor not ('niploye<l. Taylor, 940 

Wiiges and conditions of labor... Taylor, 942 

.Strikes, ri4erre<l to. Keid, 870; (iriiliilis, 907,008 

Women, employment and wages. Reid, 880 

Machinery- 

Contracts by combination for exclusive i-ontrol, discussed_< iraham, 852; 

Reid, 875; (iritliths, 888-890; Taylor, 949 
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American Tin Plate Company-C'oHfinnod. 

Machinery—Contiimod. 

No monojx)ly of tirminp: machinery.Taylor, 91^5 

Recent patent-s on liiininji; machinery...Taylor, 9.’16 

Moore, VVilham II., promotion by, described. Moore, 960-9611 

Companies promoted by_’. Moore, 959,963 

National Steel Company, relations with Tin Plate Company.. (rraham, 854,8(>3; 

Reid, 875; (Irilliths, 894; Reis, 956 

New Jersey, laws complitnl with.(Graham, 857; Wheeler, 864; Reid, 865 

Organizjition of combination (see also OiffitalizoUon, J*r<»>i</liou) — 

Certificate of incorporation and by-laws.1240-1248 

Description of process.. Heid,H(U); Moore, 959-962 

Early movements toward combination. Griffiths, 903 

Plants bought outright for cash or stoc.k. Graham, 850; 

Ueid,866; lirifliths, 887; Moore,960 

Each concern made its own bargain. (iraham, 851,860; Moore, 961 

Prices paid incroa.sed by anticijiated ]>r('fits. Reid, 884 

Plants sold for 25 per cent above cost. (Jritliths, 909 

Standanl pri<‘(‘, $40,(X)0 per mill.Griffiths,909 

Working capital, amount furnished by organizer. Rei<l, 885; Moore,960 

Stock, metlnxls of allotment.Moore, 961 

Mortgaging of property, restriction on. Moore, 9(n 

Plants all free of debt. Moore, 961 

Officers selected by promoter.Moore, 962 

Output— 

Proportion eontrolled by coird"))nation .. Reid, 882,883 

Number of indei>endent plants. Graham, 858, HtU 

Dismantling of plants and reasons. f Jmliam, 853; Reid, S7(> 

Shortage of supply for cans, 1899.Going, 917 

Large consumption of tin plate in United State.s. Reid, 882 

Patents, relatively unimportant.-... Reid, 875 

Prices— 

Statistics and general statements— 

8 tatisti<*s, by months, American plate, 1888-1899 . Reid, 868,869 

Movenu'nts since formation of combination. Reid, 867 

Karly high prices. GrilUths, 8t)8 

BramU, special, higher prices for. (iritlitlis, 898; Greer,t)3t) 

Reduction l.)y establishing industry in UnittMl States.<Jraham,858; 

tioing, ttl6; Taylor, 935 

Decline, former, cause of. tirifliths, 901 

Changes, according to chang<‘s in tariff, etc.Greer, 927 

Sources of statistics. t Jraham, 8.59,862; Griffiths, 908 

Variations according to «juality. < iritliths, 908; Greer, 9!10 

Foreign product, increase in price. ReM,869; 

Griffitlis. tM5: Taylor, 934,938 

Effect of combination— 

American Tin Plate Company practically fi.xes .. Reid, SS6; Taylor, 938 

Increase due to increased <*ost. Graham, 853; 

Reid. 867, 874, 885; Tay 1< .i', 933, t)34,938 

Increased <leniand, effect. Reid, 8*81: Grifiith.s, 914 

Increase less than in other iron ]trodncts. Greer, 930 

Contracts for delivery at less than (luoted pric(‘s.Real, 867; 

(ioing, 917; Greer, 924 

Increase greater than increase of costs. tiriffiths, 902,911 

Profits under different })rices_Griflitljs, S97, K9H, 903,904; Greer, 923 

Policy of American Tin Plate ('omi>any. Rei<l, 886; Greer, 930 

Reduction not likely in immediate future. Reid, 881; Griffiths, 915 

Increase can scarcely affect consumption of canned goods_Going, 918 

Profits, reduction through increasetl <‘ost of production. Graham, 855) 

Prices, rates under diffenajt.Griffiths, 85)7,898,5H)3,904; Greer, 923 

Promoter’s profits, amount of. Reid, 866; Griffiths, 911; Moore, 960-963 

Working capital furnishtHl l)y organizer. Reid, 885 

Quality- 

Importance of good plate to can manufacturers. Going, 917,921 

Comparative ot American and Welsh product. Granam,861; 

Going, 916; Greer, 5)26; Taylor,932 

Decrease in amount of tin used, rce(‘nt. Going, 916 

Denied....Greer,926 

Combination, effect on. (Ioing, 5)l(); Greer, 5)25, 929 
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American Tin Plato Company—Conliiincd. 

Selling of goo<lH, agents, etc., saving in. < iraham. s.Vi; lu-id. 877 

Steel— 

PrioeH ))y months, 1888-18?M».. Ih id, 8t>8 

Contracts \vith steel eonii^anies. (hilliiiis,8‘)t; 

(Jrahain, 854; l\eid,875; Keis,‘JI7; < hitlirie, t'5G 

Stock. (See Oipifnlizatioii.) 

Stockholders, right to examim* hooks p?-operIy guaranteed. (Irahain, 857; 

R<‘i(l, 8(15 

Strikes referred to. Reid, S7(;: (irifliths, no7, ;hI8 

Superintendence, porsonal, )»y owner, superiority of. (Triliiths, 89i), 900; 

Tayl«>r, 941 

lVe,vions managers ehiellv retained. Reid, 877: (ox-er. 929 

Tariff— 

Ainalganuited Association, inllnen«-e in sec'uring passage. laylor,997 

Uut(‘S, changes in.. Reid, 878 

Effects of • 

Renelieial in estahlishing induslrv. Rrid. xso; ’I’aylor. tc; 1,995, lt97 

Keducli<ui (if pric<‘by American industry.(iraliam. S5S; Ri'id,87H 

Early cff(M‘t of McKinley Act. lN‘iil,87S; 4'aylor,tf95 

Eargc ]»ro|iorlion of tin ]>late us(‘d in t'nit(‘d Stab's. Reid, 882 

Quality, comparative, Anu'iican and Welsh. (Iraliam.8(51; 

(ining, 9]ii; (Ireer, 920; 'J'aylor, 992 

Combination not <lne to. Rrid, 881; (Irilliths, tM2 

Need of jirob'ciion — 

Sullieiencv of piH'simt rat(‘. load, 879, 880 

linpoitation, small amount of.. (Iraliam, 855; (iriltitlis, 915; doing, 921 

Ex[M)rlntioii. small amount of. (Iraliam, 855 

Vrotectioli still neeessarv. Reid, 878, 879, SS2; 

dritli!hs.90!l,‘)10: 'Pun Inr, trU 

Margin In'twecm foreign and domestic' prices. Rei<l,878 

Removal wonl<l desti'oy tin-jilati* industry. draham,851 

Removal of prob'etioii, (*ffects of. Taylor, !»99 

Wages, Wales, eom[>ared with Cnited Slates... < Iraliam. 8fi0; lh‘id,8S() 

(Vimliinations in Rritish tin trad('. 'I’aylor,9l0 

Taylor, N. A., relation to Amerieuii Tin Rlatc Coinpanv_Taylor. '.'91, tt99, tMO 

Tin— 

IViee.s, variations, 1888-1899. Reid, 8'*8 

Increase' in price and causes. (Iraliam, 850; Taylor, 911 

Sources of supjih'. draham, 850; 'l'ayl«>r. 9-9) 

Wagc.s— 

Fixeil by annual agre'c'iiu'iit with .Vmalgamai<-«l As-oi iali"!t. Reid, 8(59 

Sliding scale system, tU'seribed. Reid, 8(59 

Amalgamated jVssociation scales, lso7-lono. Reid, 8Ad87-f 

OutiHit of workmen, limit of. Reid, 871 879 

Increase since format ion of combi iiai ion... draham, 8.59; 

Reid. 8 (; 9 -s 74 ; drilliths, 999 

Earnings of diffi'rcnt classes of labor. Rciil, 87tf 

Tinners, little skill rctinircd... Ri'id, 879 

Dipping cslublishmeiil, conditiojis in.. Taylor,992 

Wales, eomiKired with Tnite'd States.. dvaluim. 8(50: Reid, S80 

Antitrust laws (see* also .Ln/ishilioit): 

Desirability of definite application to 
I'kxisting statutes - - 

Sllflieieiit. i)<isRassos, 1154,1155 

<i(*neral eliaraeter and effects.. II;i\cineyer, Hf5, 19(5. 114, 122; Monnett,92tf 

Ineffectiveness aixl evasion. Dowi',2(l; Clarke, 187 

Illinois, interpretation an<l effect of act. McXnlla, 217; Ram, 1098 

Missouri, act and its int('rj*retation. Allen, I bs(5. 1291, 1294 

Not likely to interfere with lmsin<*ssof corporations. Moon‘,9(i() 

Ohio laws, referri'd to. Monnett,929 

Intorfcrenei'by, dejireeated. Smith, 09 

State can not conliseale propi'rty. Ram, 1998 

“Strikes” in antitrust liills. Thurber. 15,1(5; Do, I’assos, 1175 

United State.s act— 

Court intei 4 )r('tati<uis, diseussi'd. .Mien, 1185,1ISH; lluffcnt, 1214,1215 

Railways, application to. Dos I’assos, 1158 

Working bcnelicial to some extent. Lee, 299 


•ondilioiis.Mien. 1199. 1204 
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Antitrust laws—Continnod. 

UniUxl States act—CoiitiTined. 

Siirticient jirotectioii when ])roperly enforced. Rice, 728-7!W 

Fniluri' of Attorney-th^neral to enforce. Rice, 728, 730 

Arbuckle Brothers {see also iSti</(n' nnnhinafioiis ): 

Competition with AVmericau Sugar liehning Company. Jarvie, 138-147 

Attorney-General: 

Failure to enforce Sherman antitrust act. Rice, 728, 730 

Baking-powder combination: 

(’onimercial travelers, displacement by. Rowe, 20, 32 

Monopoly of, <lne to a<lveitising. Smith, 70 

Rebate system.Smith, 50,00 

Barbed wire: 

Control of output, j)rices. etc. Gates, 1009,1033 

Beef combination: 

Railway discriminations in favm- of. Liickwood, 399,400 

Beer: 

Tax, increase advo(‘at{*d. McNnlta, 225,220 

Beet sugar: (See Si«j(fr comOhialioit.) 

Bicycles: 

Commereial travelers, displaeenieiil hy eombinatioji. Dowe, 29 

Bonds: 

Advantages of <-orjiorate bond system. r)(>s l*as.'«ios, li4S, 1149 

Brands: 

Importance and value of, silver. Doild, 1054,1055,1057,1059 

Sugar. Havemeyer, 111, 110 

Whisky. Rradley, 829,815 

Brass ware: 

Rriees increased through cotiihination. l)<jwc, 28 

Brewery trust: 

Cleveland and Sandusky Urew ing Company. Monnelt, 328 

Ohio, suit brought against. Moniult, 314 

By-products: 

Whisky. Clarki*, 108: Lnyties, 258 

Oils. (See *SV<ne/e/v/ (>il rn,n/>iiiii(ioii.) 

Canada (see also SinutUtrd Oil : 

Comhinations, f(‘w ami strongly opj)osed hv |»ooplc. Gall, 085,080 

Reeiprocity tn*aty, lobbying hy lumber ijiteresls. Tluirber, 15 

Tariff, pro[)osal to rotno-, e <in all monopolistic articles. Gall, 080 

Cans and canned goods: 

Conditions of manufacture and labor. (ioing, 918-922 

Kffect of tin-plate cotiil>inafion... (joing, 917, ttl8,921 

Relation of tin-j>late industry to. Going, 917,921 

Capital, aggregation of (see also i 'omhitiitfiijits, Corjinnirinu.^, Mi>hi>j>i>!ij): 

Kffeets diseusseil generally. l>os Passes, 1142-11-14 

Not injurious in itself. All<‘n, 1179 

Historical develojinuMit of modei’u methods. J>os Pusses, 114t), 1)47 

Individual c(»n)pa.re<l with <*()rporat(* owinTshif). Dos Passes, 1143 

Limit of safe aggregation, inip^issibility of fixing. Dos Passes, 1113 

Perniei'nis only wImui aec(unj)ani('d by monoi)oly. Dos I’a.ssos, I 1 1 1 

Purjioses of, impossibility of discriminating between. Dos Passes, 1143 

Corjiorate stocks, b(4il by small investors. Dos Piussos, 1184, 11()5 

Wealth, importance uf incentive to accumulate. Dos Passos, li()5 

Capitalization: 

Amount ami value of plants— 

Aimuican Steel ami Win'(’ompauy. Gatos, 1020-1022, 1032 

American Steel Hoop (‘ompany. Gutbri(*,953 

.\merican Tin Plate (^mipaiiy. Graham, 850,851,8()0, KOI; 

Rei<l, 8t>0,884; Grifliths, 911; Moore, 0<)0-9t>3 

Pofh'ral Steel Company. Gary, 980,992,993 

GJium^so Sugar Refining Company. Mas, 81 

National St(‘el Company. Reis, 943-945,949 

National Shear Company. Wiss, 1041-10-14, 1047 

Standard Oil Comixuiy. (See SlmuUvrd Oil conibhiathn.) 

Sugar combination. I)oscher, 94,100,101; 


Havemeyer, liO, ill, 117,123; Post, 152, KK) 
Whisky. (Se<‘ IP/e-dv/ (■•Duhiiiuliini^^.) 
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Capitalization—('uni inuoil. rugo, 

ClasacH (if stock. Dill, 1084 

I’rcfcrrod stuck not alliiwcd ill .M;issncliiisctls. IMycix, 1120 

(.'oiiiiiiim and iirci'crred stock, relative (inanlitics of. Moiinclt, 328 

Delaware, laws r('(;idalin);. Siiiilli, 1121,1122 

Harniiifrs, shoidd Iks based on_Tlinrlier, li, 21; llavcnievcr, 118; tiatos|l021 

<4ood will, iiiiportanceand jiistiticalioii of capifali/.iiie;. I [av('>mever, 110,111,118; 

_ l<\«H litiij). IMII i/k.ii 'll. . T».. 


Mortgages, advantages of corporate bond systoni. Dos I'assos, 1148, 1140 

Masaacbiiselts, laws concerning.. M vits, 1127-1138 

New Jersey, |irovisions concerning payiuent, etc. Dill’ lost), 1082 

Overcapibdization fsias also Antonni) -- 

Tnstancesof. Dill, lost); l!yaii,1101 

Coninion stock does not, represent actual cost. 'I'liiirber, 17 

Few large corporations overcapitalized. I los I'assos, I Kitl 

Bolins of comnu.in stock, signilicanciMif. Dos I’assos, 1170 

Diflicnlty of estinuiting. TIinrlK i , ti, 21; Dos I’assos, 

l^ar^c capitiil intendod to sociiro \\’i<It* «listrilMitioii of slook.Stotson,97d 

No intention to make iiotuinal caiiital represent valiu-. S(ets<ni,976 

Fairness of earning dividends on. I laveniever, 118 

Kelsons for surplus value of stock. Moiu'e'lM>7 

F’vils generally eomlerimed. l)o\ve, L’r>, 31 

Fraudulent'^iiirposes. .MeNulta, 3:17; liili, loso; Mycus, 1133 

(zhief ineiuitive to e(uid)ination. IMyers, 1133 

Ci)neealinent of (‘urnings hy. TImrber, 7 

CliUrgi^s, excessive, fosterecl by. l>e(‘, 295; Mvers, 1135 

Jncrease in view of anticipated ju-olits. Dos I’assos, 1170 

Investors, injury to. Thurber, 19; Smitb,()9 

Massachusetts, agitutiun eoncerniiig. Myers, 1128, 1129 

Paying in of slock — 

Limit and provision for ]>aying, Ik'laware. Sniitb, 1121,1122 

New Jersey.j. Dill, lOSO, 1982 

West Virginia. Xeviiis, 1114-I l ib 

Misr(‘presenlalion and eoneealiiieiit as to. Dill, 1980, 1082 

Stock must be paid in in full, Massachusetts. Myeis, 1128. lllit) 

Prop(‘rty and scrvica's- • 

Law as to taking for stock, New.bnsey. St(Mson,!r5 

West Virginia.. Nevins, 1119 

Delaware. Stiiilh, 1121 

Public stati'iiKUit of stock issued lor. King, 1119; Dos I’assos, 1199, 1197 

Stockholders liahh^ for fraud in taking. Dill, 1081 

Provisions c<.)neerniiig taking, Fngland. Dill, 1982,1083 

Fvvil of issuing sto<tk for. Dill, 1080,1081 

Remedies and regulation— 

Advantages to tlje peopli* of strict regnlanon. Myers, 1134 

Regulation advocated.... (iarke, 191 

Kestrietion in ])ropor(ion to eaniingcapaeityadvoeati'd. ’rhnrlM‘r,21 

Remedies itself hy failure to earn dividtuids. Rogers, 585, 587; 

Do,s PassoH, 1199 

Investors should b(‘ai' tlnurown risks. Ilavenieyer, 123; 

hogers, 580; Stetson, 975, 979; Myers, 1135, 1137 

Dinieiilty of harmonious Stali'aelion. Myei's, 1138 

Issue of stock,control of, advoeat('<l. . Dos Passos, 1157 

Issue of stock without nominal vahu-udviK-ated. Stetson, 979 

Issue of stock conirolh’d by State ollieers, 5Iassaeliusetts. IMyers, 1130 

Isstie of new stock at market vahn*, Massaeluiselts.. Myers, 1132 

Limitation to$1,000, (X)0 advoeatt'd... Ia‘<*, 291,25)5 

Massatdiusetts, laws for [)revi‘iiting ovi reajutalization_Myers, J129-113)3 

Con»}>anies overcapitalized as much as others. iMoore,999 

Trusts, evasion of law by. Myei's, 1121 

Prospectuses, liability for statenu'nts in, England. Dill, 1082 

Tax on organization, pro ruta, len<l(‘ney to clus’k.Thurber, 21 

West Virginia, laws regulating. NeviU', 1114-1119 

Carnegie Steel Company: 

Referred to. Driliiths, S5)l; (dates, 1023, 1027 
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Causes of combination: 

Com[xTiti()ii, excessive— I’sKo. 

General statement. Smith, 71 

American Steel ami WireOomiiimy . (Jates, lOliJi 

American Tin Plate Company.Sot, HOti, K(i7,897-9US, 925,929,941 

International Silver Company. Dodd, 1051,; Rogers, 1007 

National Shear Company. Wiss, 1044-1040 

Sugar combination.. Smith, 71; llavemeyer, 109, 12:1; Post, 105; Atkins, 811 

AVeak competitors, effect on industry... Gritfiths, 901 

Whisky (wmhination. Lnyties, 255; llradhn', 828 

Kvolution, natural and necessary. Thurher, 3,10; Archbold, 505; 

Dos Passes, 1144-1148, 1152 

Gvercapitalization as incentive to eomhination. IVtyers, 1133 

Railway discrimination the chief cause. Lockwood, 390; 

I'snery, 043; Rice, 088; Allen, 1190,1191 

Survival of the fittest.'. Havemeyer, 135 

Tariff, excessive^ protection by. Ilavcnieyer, 101, 102, 110,118, 133, 137 

American Tin Plate Company, not caiis<'d by. Reid, 881; Grifliths, 912 

Federal Steel Company. Gary, 999 

National Shear Comi>any. Wiss, 1040 

Chair trust: 

Prices, increase through coTuhination.... Dowe, 28 

Charters: 

Monopolies granted by special. 1 )os Pas.si is, 1145 

AVithholding from trusts, advocated. Dow e, 35; .Monnett, 310; Rice, 730 

Chicago trust conference; 

Conclusions referred to. Dos Passes, 1157, 1158 

Clocks: 

Prices, increase through eomhination. Dowe, 28 

Coal; 

Combinations, tendency to depress piice. Iw'e, 278 

Conibinations of nuhvays controlling. Allen, 1191 

Railways, sia-eial rates to certain companies. l,ockw<jod, 390 

Coffee: 

.American Sugar Ridlning Company, competition, prices, etc _Thurber, 0, 22; 

llavemeyer, 113, 114,12(!; ,farvie, 140 

A'arying Qualiti(‘s, profits due to. Smith, 07 

Closing of plants: 

American Tin Plate (lomp.anv. tindiam, 853; 

Reid, 870; Grifliths, 899,904-907; Greer, 924-927 

Sugar combination. Thurber, 5; Doscher, 99; llavemeyer, 110, 124 

Wliisky combination. Clarke, 170,191; McXulfa, 203 

Combinations (.seeakso Aab’-tnest lows, K-uiioinh-.i, JCffeds, Monopolies, elr.)-. 

Aequi.sifion of ,stocks more common than of properties.Stetson, 970 

Laws against, ineffective, early English. Dos Passos, 1152,1153 

Monopoli.stic intmit must be shown to render illegal.Allen, 12(K)-1202,1205 

Number and importance of recent. Allen, 1189 

Pow'cr to extend into otber lielils. Allen, 1191-1193 

Railways, interest in... Rice, 743; Allen, 1191 

Stamlanl Oil Company, influence in forming other trusts. Rice, 088 

Syndicates in Germany. Gate.s, 1017,1018 

Universality of tendency. Thurber, 8-10 

Combs: 

Prices, increase through combination. Dowe, 28 

Commercial travelers (see also Sidling): 

Associations, nature and membership. I lowe, 31,40,41 

Displacement by combinations. Dowe, 20-33 

Losses through. Dowe, 27, 28 

Often works ]x!rinanent injury. Dowe, 33 

Opposition to trusts by. Dowe, 25,33 

Saving to combinations by displacement. Dowe, 33,37 

Travelers’ Protective Association, resolutions concerning trusts_ Dowe, 26,39 

Unnecessary under combination. Dowe, 36 

Commercial Travelers’ League: 

Organization, memlxuship, purposes. Dowe, 31,40,41 

Common law: 

Inability of promotera and oliicers for false statements. .Dos Passos, 1163,1176,1177 
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Common law—(’ontijinril. 

Monopoly— I’nffo. 

Affords sutliciont roincdios for. Dos I’asi^os, IITm, lir)(> 

iStalutoH <losiral)lo to su|i)>U‘tni'iif. Alloii, 1 1204 

Jwly docisions u;^ainst. Allon, 11H:> 

Decisions <tf courts uinlor. I’nitt'd Stalo. Allen, I IHl-llsT 

Atti1u<!e toward. McNulla, 217; Monnett, dl8,814 

I'artial restraint of lr:id<* aj;ainst. !)om Pa^ssos, 1178 

Illegality of restraint of tra<le. (Jary, 1000 

Publicity, suliiciint i»roteclioa under.. Dos I’assos, 1108,1100,1170 

Competition: 

.Methods and policy of coinbinations— 

Advantajies of •^reat a«i;reji:alions in coinpotinj;.. Smith, 71; Havtanever, 100 
Anieiiean Steel and Win*(’oinpany.. dates, 1010-1015,1022-1024, 1081,1088 

Business principles only should ^^overn. llavena'yer, 120 

( •onipetinji nianufaelun'rs and dealers driven out. 'I'hurber, 18 

(’an crush conqx'titors by cnitin,'' prices. Rice, 780 

Destruction of, souj^ht by trusts. Dowi*, 85 

Local markets, umlerseilin^ in. l>owe,87 

Pnr|iose of combination to )e<liiee. Dodd, 10.55; Roj;(‘rs, 1067 

Su^ar combination. Doseher, SS, SO; llaveniever, 107~10tl, 120 

Tin plate combination. S52, S75, SSS-SOO, 024, 028,080,080 

Possibility of, against condiinutioiis— 

Where eonditions ari! equal. It-ove, 87, 8S; l.oekwood, 85t2 

Small traders have (an laiii udvaiitu^ms. (’larke, ISO 

Renusly for eom)>inaiioiis— 

Abuses restrained or prevented by. 'rhnrber, 0,14; 

Smith, OS, 70; ('larke,1S7; MeNiilla, 217, 22)7; 5ion- 
iH tt,82t); Stetson.OSO; dary, UX)1; DosPassos, 1151 
Im])OSsiliility of i'stablisbin”; when* hujje capital required. MeNulta, 287, 28S 

Increase of larp* sc ale competition likely. (’larke, bSt) 

Cost of produeti'ai must be made low to prevent. Mc'NuUa, 217, 287 

Prices, necessity of low, to cheek. lluvemcycu*, 105 

Cnfair - 

Should )>e prohibitc-d. Lee, 204; 

Westirate, 8S8; Lockwood, 8!M; Emery,^71 

(Germanv. proliibit ion in... Lc'c, 278, 270; 

Arehbold. 5:‘)2: I'amay, 010,017, 028 

Congress (se(‘, also, yatUmal /lO/.A ; 

Cor]lorations, j)ower to rej^ulale. iliseuss(Ml. Stetson, 9S1; 

Dill, 10S7, loss; dary, 1000, 1008; Alk n. 1200; 11nffeiit, 1211-1210 

Absence of powi*r except as to interstat(^ business. linffent, 1218 

CbartiTs, power to issue special. Pam, 1087 

I lit ershit e < 'om m ctxm— 


Powers cojii-eruinjr, disi iissed. < larv, 1000, l(t02, 1008; 

Mvers. !18S; Dos l^issos, 1100,'1 178, 1174; Allen, 
l!i>5 11117, 1202, 1208, 1210; ITuffeiit, 1211-1210 

Power limited to. <iary, 10(H5,1002 

PoW(“r to ]»rohibit State <'orporali<ms from c‘n;ragin;r in.. I fuffeiit, 121S, 1210 

Legislation by, dej>reealed. DosPassos, 11.50-1101 

Mails, prohibition of ns(‘ to eomliiiiations. Iluffeut, 1217 

Powers of, discussed. Stetson, 081; Dill^ 1087, 1088; 

Dos J‘assos, ll50- llt>l, 1178, 1171; Ilnffeiit, 1211-1210 

(’onstitiitiona! amendment to increase, <lis(‘nssed. (Jary, 1002 

Taxation, power to control eorporatioiis by. IDiffeiit, 1217, 1218 

Corn; 

Pnee, efft>et of whisky cond)ination on. TliurU'r, 12; MeNulta, 280 

Kelatioti to distilling business. MeXnlta, 225 220; Rice, S4t> 

dlueose and other pro<luels from, disensse<l. Mas, 78-88 

Corn flour: 

C'haraeter and value, mixture with wlieat Hour. Mas, 78, 77, 70 , 88 


Corn oil; 

Adnlteratum and decoi>1ion in sale. Mas, 78, 74, 70,80 

Ih-iee, increase tbroiigli combination. Alas, 70,80 

Refining, discovery of process.Mas, 74, 75 

Substitutes for rubber made from. Mas, 74 77,78,80 
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Corporation lawB (soo also Legislation^ Notional loirs, Rrjtorts, Storh, rtr .); Page. 

ClasBitication ami liinitalion of potvers, advof-atoil.Alien, 111).'! 

Oelawaro, dcserilxx!. Smith, III 9 I 1 1 L'd 

Englaml, liberality ami advantages of. Moore, 904,900 

Fraudnlent incorporations, impos-sihility of iireventing.Stetson, 97.") 

Liberality, jirobalde increase in varions States. Moore 904,900 

NjK'ossity of. Pam_ 10,90 

Absolute freedom of agreenient, advoiated.Stetson, 972,979 

Massachn.setts, described. Myers, 1128 

Corporations driven out of Stat<' bv strict.Myers! 1139 

New .Jersey. (See A’cm ./cwy.) 

West Virginia, described ...!. Kevins, 1111-1119 

Uniformity, lack of, evils. Archbold, .50.0; Allen, 1209; Hiiffcut, 1215 

Corporation Trust Company of Delaware: 

Aletluxls of business, describeil... Sawyer, 112.5-1127 

Corporation Trust Company of New Jersey: 

Methods of business, described. Wood, 1089,1094; Marwick, 1090, 1097 

Corporation Trust Company of West Virginia: 

Methods of business, described. Nevin.s, 1114 

Corporations: 

.Advantages of corporate form of organization. llaveineyi'r, 105; 

Stetson, 9.80, 9.S2; Dos I'assos, li48, 1149 

Advantages to States in which located. TI;ivenieyer, 109 

Broad extent of modern corporate functions. Pam, 109(1 

Competition, advantages in. Dos I’assos, 1172; Allen, 1189 

Corporate form may il.self con.stitute danger...Vilen, 1189 

Foreign— 

I’owers of .States concerning. Alonnett, 990; 

Pam, 1095,109(1; Dill, 1085; Allen, 1187, 1188; lluffcut, 1211-1214 
F.xchision unless conforming to State laws, discussed. Dos Pas.sos, 1179, 1174; 

■Vilen, lit).'!, 1195, 1207 

Prohibition of interstate commerce to monopolistic. Allen, 1194,119(1 

Historical develo|iment of form of organization. Dos Passos, 1147 

Hostility to, illogical and harmful... Havemever, 105 

Monopolistic, prohibition of incorporation of, advocated. Allen, 1194 

Mono])olie.s granted liy sja'clal charter. Dos Passos, 1145 

(inasi-public character, liow far applicable. Allen, 1200,1201 

Right,s of— 

Not entitled to pri vileges of individuals. .Alien, 1187 

Itight of State to control as its creatures. Dos Passes, 1171,1172; Allen, 1189 
Right of State to investigate corporate affairs. Dos Pa.ssos, 1102-1104,11(18,1174; 

Allen, 1194 

State line.s disregarded hv economic conditions...Pam, 1090 

Tramp, delinition and evil. Dill, 1077 

Taxation. (See Toxotion,) 

Cost of production. (See Lroiiomirs of I 'onitiiiuiliuii.) 

Cotton spinning: 

Combination in Great Britain. Thurber, 9 

Courts (see also Rlaiulonl Oil (toui)ioiiy, ‘Otolrr hrofliioi Ruits'f : 

Tendency to favor combination.s.'. laickwood, 9,89; Rice, 728, 790 

Charges of favoritism mijustitiable. Archlxild, 5,59 

Decisions relating to monopolies summarized. Allen, 1184-1187 

Leading decisions referrcil to - 

Addyston Pipe case .Dos Pas.sos, 1175; .Allen, 1188, 1190, Huffeut, 1214 

Distilling and Cattle Feeding Company case. McNulla, 210 

In re Rainer.i.. Allen, 1195 

Knight, United States c.Vilen, 1185; lluffcut, 1214 

T.eisy r. Hardin. Allen, 1195 

Munn r. Illinois. Allen, 1184, 1200 

McCulloch!’. Alaryland .Allen, 1190 

National Lead Company r. Grote. Allen, 1180 

Original Package cases. Allen, 1195,1190; lluffcut, 1212,1215 

State V. vStandard Oil Trust. Allen, 1185 

Cracker trust: 

Referred to. Monnett, .328, 329 

Delaware: 

Agents of corporations, methodsof doing busine.sH.Sawyer, 112.5-1127 
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Delaware— ('i ml i mice 1. 

Annual reiiovts— i.„gp 

liequirements concerning. Sniitli 1121 1122 

(/Viinpliancc with law....._ Sawyer, 112 « 

Capital, limit and provisions as to paying. Kmilli, li 21 ,’ 1122 

Corporation law,dcscriliisl. Smith', 111 ( 1-1128 

Reasons fur passage of....Smith,’ll 20 , 1128 

Stock and transfer books, provisions concerning. Dill, 107(1; Smith, 1120 

Methods of keeiiing. Sawyer, 1125-1127 

raxation of corporations. ' Smith 1122 

Delaware Corporation Trust Company; 

Methods of business described. Sawver I f'.vi 107 

Department stores: .ii_/ 

(ireat Britain, extensive develo])meiit. rimrher 9 

Depressions, industrial: 

l'ro<hic,tive capacity, excess of, chief cause... Thurber 20 

1898, railway losses, chief e:ms(‘. Smillp (>8 

Diamond Match Company: 

Organization, referred to. Moore, 951) 

Re<luction of jirices by. Moore'905 

Directors; 


Duty toward stoekholders limiteil by termsof (rust. Stetson, 978 

Number, increa.so by <li rectors, just ilical ion. Stetson, 972 

Powers, wlattever agreed by sloekhold(>rs, just. Stetson, 971,972 

Usually hold umjority tif stock of corpoitition. Stetson, 978 

Usually faithful to interests of corporatioji. Stetson,978,971 

Distilling Company of America. (Set' Whuiktj riHiihlim/iuiis .) 

Distilling and Cattle Feeding Company. (Sec Whishi nmihiimiioiiH.) 

Distillers and Cattle Feeders’ Trust. jr/f/.s/.-y <.viithiii<.i(iou.-<.) 

Economies of combinations; 

(Tdieral stMtemont. Unyiiit^iky,50; Smith, JiS, 71, 72; ll;ivenicy(‘r, 105; 

Arclibolfl, 570; liU<*kc!’o!l(‘r, 700; (htry, 1001; Of is 1‘assus, 1 i51,1152 

Americnn Stcp'l IIoii|i (’uinpajiy. (05:>, 054 

Aim*n<‘;i)i StiH'l luid \Vir<* (’ompany. dates, lo2S, KKlO. ]0:>1 

National Shear Coinjiany....... Wiss, 1045 

National Steel C5nnj>;my. Iveis, 0^7 

Sugar conihinnlion. 5,!M,00, 100, 110, 124, 151, ]5S,S11,,SI2 

' Tin-plalticomhinalion. (Traham,S55; I’eid.SSO; (in-er, O’’*) 

^Vlli^:ky eomhination.(’larki*, IS;5, 1S4, ISO; 

MeNnlta, 20S: Lnyties, 255; Bradh^y, S27 

Administration, saving in salarii's, (4e.:>7, 20d, 055,0S5, ool, 1020, 1040* 1000 

7\dvertising, reduction in rost, of. S25>, 1070 

Iluvintr, saving in... 12, 2:;, 107,155, 1S4, 201, S20, S77. 015, oil, 0S4.004,1005,1075 

Closing of jilants. 5.00, 100,110,124, 100, 170,205,210, 1050 

Oontinuons working at hill cjipacity. 00, 100,110. 151, 102, 170, 101,205, 254 

l)(‘l)ts, had, nslnclion in. 1050 

Freiglits,shi])ni('nt fioin nearest plant . 201, 

251, 770, S.55, S50. S77. SSO, 042,047, 055, 1050 

Ivabor, saving in. ilo. 100,101, SOO, S70,SOO 

Lurg(; capital, economy nf generally.-. 570,1040 

Large plants, advantagi' ef.01, JOO, 110, 151, l.S4, 205, 254, 204,205, 855,015 

Location <>!' plants (see also 'riunispiirtutinii] . 170, 101,201-205,258 

Managenteni, superior ability in. 110, 255,0.57,0S5 

IVrsonal, by owiut, .•^operifirity of. 800,000,941 

Brevions managers ebietly retaine<l. 877.020,054, 10.54 

Ke<luct.ion of amount of siiperintcuidence. 205 

Batont.s. 801, 1050 

Processes, improvement in. 180, 187, 202-205, 820, 855, 800, 084, 085 

Raw materials, purebase of... 12,25, 

107, 155,184, 201,820,015, 047, 084, 004,1005, 1075 

Selling of goods, traveling men, etc. 55,57, 

820, 855, 877, 805, 055. 1018, 1050, 1050,1005, 1(H)8 

Specialization of manufacture at parti<’nlar plants.... 877,055 

Tra»le-murks, common use of. 105o, 1005,10()5 

Trans[)orta(ion, saving in. 201,254, 770, 855. 850, 880, 042,047, 055, 1050 

Union of different braiiclu's of indust rv. 047, t>85,084.094 
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Effects of combination (see also luvnomica, Labor, Priori^, dr.): 

Banking business, IranslVr to largo oitios. Clarke, 100 

Beneficial, generally .... Thurber, IH; Smith, (iS; llaveineyer, bU; Clarke, 186; 

Arehbold, 565; Gary, 1001; Dos Passos, U52 

Chicago trust conferenoe, cMinclnsions concerning. Dos Passos, 1157 

(lOVtTnnient, fijrin of, influence of trusts discussed. iMonnett, 326,327 

Danger of revolution. Rice, 7-10 

Menace to deiuocmtie. McNulta, 240 

Individuals injured, public benefite<l. Dos Passos, 1156 

Individual charai'ter and enterprise_ 7, S, Is, 25,34, i;i5, IS I, 100,205,911,0(i7 

Injurious effects, jiurely incidental. Dos Passos, 1156 

Injurious and demoralizing, generally. Dowe, 25,34-38; Grifliths, IMO 

Injurv, ])Ossil>ility of, to general public. Smith, 40,50 

Injurious and dangerous when* ])ric<*s ari' controlleil. McNulta, 237 

la'gislative and jmliciai corruption by coinhinalion.s. Lockwood, 31>3; 

Emery, 671; Dos Passos, 1150 

PrivilegcMl classes created. Kic(s 741,746 

Small towns, transfer of business from. Clarke, 100 

Socialism, tendeiK’y to foster. Dowe. 34,36 

Wealth, immense aggr(‘gati»m by. Rice, 742, 746 

Subdivision of capital among stockholdei>.Thurl*c‘r, 7,18, 24; 

Dus Passos, 1164 

Elections: 

Corporations shouhl imi influence. Gary, 997 

Elevator combination: 

Coiid)ination of farinei's, advocate<l. Ilavemeyer, 122 

Ibiilway discriminations in favor of. ilavemeyer, 121; l.ockwood, 400 

Employment. (See Labor.) 

England: 

(smibinations, temhmeytoward. Thurber, 9 

Corporation laws, liberality and ad vantages. 5h>ore, 964, 9l)6 

Provisions as to publicity, capital, t‘lc.. - Dill, 1082, 1083 

Monopoly, early decisions against. Allen, 1183 

Trade imions, agreements with trust cnijiloyers. Tluirber, 9 

Export trade: 

Agri4‘ultnral products; })ric<‘s, fixed hy. Thurber, 11 

Combinations, extension by means of.. (3arkt‘, 184; 

A rchbnld, 5()2: (Intliric, !>56; <Jat4*s, 1016 

Education of wants fo" Anawican proilucls. Tlinrin'r, 11, 12 

Extension necessary. Thurhci, 10, 11 

Manufaetures, greater profits 1ha!i on agricultural ])roducls.Thurber, U 

Merchant marine, nocessiLvof di-velojunent. 'rinirber, 10, 11 

Silverware. K4>g(‘rs, 1074 

Steel products, conditions in_< iuthric, 956; < iary, 9!fs. iOOl; < Jates, 1011-1018 

Subsidies to American vessels, advocated.•_(iati's, 1016 

Suh.sidies granted to fon‘ign shipjutig. Gat»‘s, 1017 

Tinplate. G ralumi, 855; Taylor, 931 

Whisky, obstruetioii by Government regulation. MeXnIta, 227-235; 

Bradley, 821, 828; Rice, 846,848 

Farmers: 

Effect of trusts on, as producers of raw mat^n ials. Thurber, 22 

Federal Steel Company (c/o</ Gary) ; 

Administration, advantages an<l economy in. 983,985,091 

Bonded debt of constituent 4-onipani(‘S...9t»2,993 

Business, description of. 982 

Capitalization— 

Stock,authorized and issnejl. Stetson, 969; (iarv, 986 

Valueof plants,estimate*!. 986,987 

Mining lands, increase in value. 987 

SU>ek, additional issues must Ik* at ])ar. 993 

Bonded debt of constitiiimt coinpanit's. 992,993 

Coke, amount ami proportion ]mrchased by combination. 985 

Competition, no attempt to prevent. 985,986,989 

Directors— 

Authorized to increase their own number. Stetson, 972 

Number, and ownership *4 sto4'k hy. 991 

Purchase of Hba^ks by, 4lis4aissed... 997 

iteiatioii to conslituent coiupaniea. 994 
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Federal Steel Company—Continued. I'age. 

Dividends, payment on eonunon stoek enjoined. ((94 

Payment on preferred stock. . ((uV 994 

Sources of profit.. . .. 994 995 

Economies— . 

Diffusion of knowledge of different managers. 985 

Harmony lx.‘tween different branches of industry.98:;, 984 ,994 

Officers, reduction of number and salaries.7. 98 :b 991 

Processes, einpIoyiiH'nt of best from different plants. 984,985 

Export trade, amount and character of. 998 ,1001 

R(‘asons for kee]>ing up. 1001 

Eligin, Joliet and Eastern FUiilroiid (’ompany, exchange nf stocks, et<’_ 980,992 

llhimiH Steel Company, exchange of stocks, etc. 980,988,992 

Properties owmxl by...’ 982^ 987 

Iron, })ig, production, amount and proportion 1>y combination. 982* 985 

Ore, increased cost.*. 99 O 

I.abor— 

Amalgamated Association, relations to. 988 

No political induence exercis(^l upon. 997 

Number and wagi's of labonTs iiu'i cased. 983,991 

Mines, ownership and value of. 982*987 

Minnesota Iron Company, d(\scription of properties. 982,987 

Purchase of stock, arrangements for. 989,988,992 

Monopoly, not sought by h'ederul Steel Company. !»h3, 985,989 

Organi/cation-- 

IJistory and metho<ls. Stetson, 999,970 

Morgan, J. P. Co., contract witli. Stetson, 5t70; <Jary, 989-989 

Ownershi}) of stocks of constituent companies.*. H)03 

Profits from promotion. 989 

Promotion, publicity of. 987 

Exchange ot stocks, arrangements for. 989-989 

Certilicale of incorporation and by-laws. 12;?1-12:>9 

Constituent companii's, reasons for not merging. 995 

Cont rol by election of directors. 988 

Relation b(‘tween. 984,988 

New Jersey, reasons for incorjK)rating in. Stetson, 970; ('ary, 9il() 

Output, no attemjd. to monopolize. 985 

]b-oj)orlion of differiuit classes controlled. 

Politics, no inllnenc(‘ (exercised in. 997 

Prices— 

Increase in, of different products of coinjanatioii. 9tK) 

(,)i'e, increase in. 990 

Prolits, sources of. 994,995 

ProjX'rties, description of. 1»82, {)87 

Rails, steel, increase in price not greater than in raw mat (‘rials. 990 

Proportion produced by kVderal Stet‘I Company. 985 

Hail ways, ownership of... 9H2,987 

SjH’cnlation, dire(*tors not inten'sted in. 9517 

Suit to n'strain payment of dividends intended for. 997 

Stock, cor])orati()n aiitliori/.ed to pnrcliase its OAvn.Sictson, 971,972 

Amount authorized and issued.Si(‘tson, 9<i9; <hiry, 5)8() 

Additional issues must lx* at }tar. 51513 

Tariff— 

Protection needed despite exports. 5197,95)8 

< Jermany, nnrthods and labor in. 5)518 

Trust, Federal Steel Company is not a. 994 

Vessels, ownership by F(‘dei*al Steel Comj>anv. 5182,984 

Wages, average daily, 1898,1899 .'. 5)83,5)01 

Flour: 

Savings, production on large scale. Smitli, 72 

Foreign corporations: 

Powers (jf States to regulate. Pam, 1035,1036 

As regards interstate commerce. Allen, 1187, 1IH8; 

Iluffcut, 1211-1214; Pam, 10:45; Monnett,330; Shn'ins, 1117 

Exclusion unlessconfonning to State laws, advo(‘attHl_Allen, 115)3,115)5,1207 

Discussed. D»»h Passes, 1173, 1174 

Overcapitidization, ])r(‘vc;nti(ui of evasion of law, Massachusetts. Myers, 1131 

Prohilntion of int(‘rstate commerce to monopolistic, adv(X‘ated.. .Mien, 1194,1106 
Retaliatory laws, justification of. Dill, 1085 
























































1280 THE INDUSTRIAL COMMISSION:—INDUSTRIAL COMBINATIONS, 


Freights. (Soo also J^ailwai/s): 

Saviiij? ill by combination— 

American Stool Hoop Comjiany...Guthrie, 958 

American Steel and Wire Company.Gaten, 1080 

American Tin Plate Company. Graham, 855; 

Ktdci, 877,886; Griffiths, 918; Taylor, 942 

National Stool (Vimpany. Kois, 947 

Sujiar combination . Havcmeyer, 110 

Wliisky combination.McNulta, 201; Luyties, 254 

Gas: 

Now York, bills for reduction of jn-ii'o. Thurber, 16 

N(‘w York City, combinations in. Allen, 1191-1193 

Gorman v: 

Combinations, supervision of govornniont. Gates, 1018 

Tendency towanl.,.Tluirbor, 8; Gates, 1017,1018 

Iron and steel prodnetion, cojiditions of. Gates, 1014-1018 

(’onipotilion, excessive, prohibited. Lee, 278,276; 

Kmery, 616,617,628; Arehbold, 582 

Protection of investors and taxpayers. Lnyties, 257 

Sugar, bounty on. Smith, 52 

Glass: 

Prices, increase by eond)inati<m. Howe, 28 

Glasgow: 

Combination, tendency toward. Thurber, 8 

Glucose sugar: 

Beer, use of, in maniifaetnro. Mils, 88 

Corn, products derived from, ileseribed. Mils, 78-81 

ExtensiviMise in sirups. Havcmeyer, lit 

fnferiorquality. Mas, 82 

Proeesses secret but. not jialenl(Ml. Mas, 88 

Prices of glneosi^ and by-products... Mas, 78-80 

Glucose Sugar Refining Company: 

Anna-ican Sugiir Relining C'ompany, relation to... Mas, 81,82; llavomoyi'r, 114 

Monopoly, (“xleiit of.Ma^s, 78,84 

Prices, effect on. Mas, 79,80 

Ca])italization, exei^ssivt'. Mas, 81 

(\)ntraet with Krnest Mas as engineer. Mas, 75 -78,86 

Forrnalion of trust, referred to... Mas, 75,86 

Good will: 

Value and capitalizathdi fd. 110,118, 

586, 851,864, 88-1, ‘M>2,1021,1022,1054,1055,1059,1084,1170 
Government ownership (see idso li'iilirdiiK): 

Local monopolies, a<)voeated. Monnett, 827; Myers, 1186 

Civil servie(“, injurious (‘ffeet on. Monnett, 827 

Great Britain. (See Kmjhttul ,) 

Grocers, wholesale (si'c aI.so Uchak ,SijMvi)i) : 

Competition, reduction of ]nic<‘s to uiijirohtable })asis. Smith,59-61, (>.5 

t?ugar Refining Company, relation to. Thurber, 18,14 

Grocers’ Wholesale Association: 

Organization and pnr))oscs. Smith, 55 

Rehab; system, uiuveinenl to secure generally. Sinitli, 59-65 

Hawaiian Islands: 

Sugar, j)roduetion, tariff, «‘le. Bnvni'.skv, 54; 1 lavcinever, 102,186; 

Atkin.<801,802,8i0 

Hotels: 

[.-o.-^s from displaecuK'nl of commercial travelers by <-ombin:il itm... Do we, 27, 82 

Illinois: 


Antitrust law' and its interpretation. MeNulla, 217; Pam, 1088 

Taxation of eor|>oration. Pam, 1086 

Illinois Steel Company: 

Property, relation to Federal Steel (Company, etc. Gary, 982,986-988,992 

Individual enterprise, effect cf combinations: 

Discouragement of. Lee, 295; Griffiths, 911 

Eftieieiit managera of plants ri'tmned. Guthrie, 951; 

Moore, 967; Reid, 877; Greer, 929; GaU^s, 1084 

“Individualism,” lessening of. Howe, 84 

Gpportunity for a<lvaneement in official positions.Thnrl)er, 7,8,18 

.Middlemen and small manufactmejs, displacement. Howe, 25,84,86 











































v/r i jiiiai ixaui’M r . 


1 zr>i 


enterprise, effect of combinations—('uiitinucd I’w. 

Older men, dcHire to retire. (iiitlirir, )la 4 ; ... i)(i7 

Proprietors, diHpkeement or rediictioii to sniaried einploi (‘cs.,. Clarke tSl 1!)0 

Irodiietion by individuals is sure to cease.'_ 1 lavemevia’ l::r) 

Insurance companies: i ■ • 

Ohio, suits attainst eoiuhinalions. Moiiiiell 2117 

International Paper Company: 

Oi-ganization, reterred to. Stetson tl70 

IntdxiicttioiiEil Silver Company t * 

brands. Rivers, history of. Ungers, lllillt, 11170 

limiortaiK'e and value of. p)-,! jur,,- mr.j nyr,,, 

( apitalizatioii'- 

anioujit isHiK'd. [hiM 1053 

l.'liuits, casli value of, estiiualed. Ihuld, lo'm' 1057 

riauts, iiietlidd of for. Ihuld’, 105H, 1001 

Niofk, aullioriztd and issiioil. |)n.|<l, lo5;{: \Va’trons| 1003 

('oiiiinon, an bonus. lio^rcrs 1078 

('oinnion, d(‘cn‘as«.“ iti vaiui* . I>o<lil!l001 

<■ 0111111011 , pool ttl^dm-ribed. Dodd, 105S, 1000. lOOl; lb>};ris’ 1070 

Value of, aiitii-ljuili-d. Roarers. lOOH, 1073 

Trade-marks and brands, value of. Dodd, I05 (. 1055, 1057, 105<) 

('auses of coinbiiialion, ext:essive (‘oinpelilion. I >odd, 1051; Jiotiers^ 1007 

Competition— ’ 

iNund)erun<l importance of eompelitors. |)odd, 1054 

Dnrposi^ of coiidiinatioii to reduci*. Dodd, 1055; 1007 

Strenjitli of, by Inb'rnational Silvi-r (’onipatiy... lei^rers, 1073 

Ue<lu<-lion of, tiirou<i:li eombinalion. Dodd. 1050; Walmus, 1003 

Labor, inlerest of, in siippressinj' price cniliiie:. Dodd, 1050 

Speeulalive inlliieiice, daripT of. Ixo.irers, IU74, 1075 

Prolits of competitors, im-reased \>y increased <lciiiainl . ..lvo.L''crs, 1071 

(Roj;ers t'c lims., relation to comlunalioii.... RoLfers. 1007, luoo, 1070, 1073 

('ost of proiliiclion, increase since combination, causes.__ ........ Do«ld, 1053 

Dividends, none [iaid, reastnis. i)«)dd, |uo|; Rtt^fers, 1005 

Kconomies— 

Capital reiiuired for a<lvantH|r'‘<>us i»roduclion. Dod<l, UMO 

(d)inbiiiation of idaiits uialer siji_<,di‘ roof. l>odd, 11)50 

Adve?•tisin^^ iedu<4ion in cost of. Roarers, 1070 

Administration, saving' in cost ,>f. Dodd, 1010; Ibi^au's, 1001) 

buyings savin^Mii. Dftdd, 1050; Walroiis, 1003; Rogers, 1073 

St'llin^', saving; in .. Dodd, 105o; Watrous, I0t)3; Roi^i-rs, lOOH 

Tra<le-marks, coinmoii use of. W’alroiis, 1003, 1005 

Kxport tra«U‘, amount and character* of. i074 

Lal>or - 

('liaracter and skill of. Watrous, 1004 

XundxM'of tiuai employed. Dod<l, 1051, 1050 

Lmf)l(>y('es not m'^anized. i)ot|d, 1053 

Relations of employt'rs and cmpioytM's, satisfactory. I><(dd, 1053; 

Watrous, 1001; Rojj:c?-s, 1073 

Wages. Dodd, 1053, 1053, 1050; Watrous, 1004, 1005; Rogers, 1073, 1074 

Women, em]4oyineiit of. W atnajs, 1004, ItHiO 

Interest in suppressing price cutting. D<r1<1, 1050 

Managers, meth'Hl of assigning, etc. Watnuis, lt)03 

Otlicers, salary, amount aud relation to <li\i«len<l. Dodd, U)03; 

Watrous, 1000; R(»gc*rs, 1075 

Organization— 

Description (dproeess. Do<ld, 1051, 1053, 1054 

Negotiations preceding present cn’ganization. Rogers, 1007, lOOS 

Ojdions given to irresponsible individuals. Rog<*rs, 1007 

Plants, part of, left out. Rogers, 1000 

Plants, purchase outright. I>o<ld, 1053,1051 

Pronmtion, i)aymeiit for, amount of. Rogers, 1008 

Rogers Pros., terms of sale. Ro^:ers, 1008 

Output. 

Description of products. Dodd, 1049 

Proportion controlh'd by comlumition. Dodd, 1049 

Increase since combination. Dodd, 1051 

Pool of common stock, describtsl__ Do<ld, 1058. J(Hit). .1001; Rogers, 1070 

83a-81 
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International Silver Company— 

J>c(‘mise prior to <-oinl)inalioii. Dodd, 1051; Kojn'rs, 1071 

IiuToaHo conilunatiun, amount mid ivayon. Dodd, 1052,1056; 

Hoj<erfi, 1071 

(hittiiiy: by Jntornational Silver C-omim.ny. UouorH, 1071,1072 

l*ronioli(»n, payniont for, amount of.lio^orH, 1068 

(Quality, improvomont in, combination.Dodd, 1060 

]{o^a-r.s IboH., history of brands.Rogci's, 1069,1070 

Kclation to cond)ination, laiHincss, etc.Ko^^ers, 1067-1075 

Speculation, dany:cr of influence on compciition.Rogers, 1074, 1075 

StiK'ks, amount and clas.s<‘.s.Dodd, 1055 

Pool of, dcscril)ed.Dodd, 1058, 1060, lOtd; Rogers, 1070 

Strike.'^, no ilifliculty from.Rogeiv, 1072 

Trade-marks, importance and value of..Dodd, l(t54, 1055, 1057,1059 

Rogers, history of.Rogers, 1060,1070 

Wages- - 

Jncrease since combination.Dodd, 1052 

Rogers it Bros., increase by.Rogers, 1071-1075 

Metlioil of determining.-Doild, 1052; Watrons, 1064, 1065; Rogm-s, 1072,1074 

Rates of.Watrons, 1064 

Wilcox SilviT IMate (’ompany, terms of sale to combinatwm.Dodd, 1058,1061 

Women, e!n])loyment of.Watruus, 1064, 1066 

Interstate commerce: 

Corporafions, po\v«*r of ('ongixw to ja-oliibit from. ITuffcut, 1218, 1219 

States, power as ti>. Iluffout, 1211-1215 

Dclinition— 

Meaning of constitutional clause. Dos riusso.s, 1160; Allen, 1202,1205 


Desiialiility of d(4inition by (Congress. Allen, 1205 

Foreign corporations, ex(4usion of, discusseil. Dos Bassets, 1174; 

IDifhait, 1211-1215 

lTt)]uV>ition to trusts violating law, <leprecated. Thnrber, 20 

States, dclcgatifui of powers reganbrng to, l)v Congress. Iluffcnt, 1215, 1216 

Police power, extent of. JInffeut, 1212,1215, 1216 

Interstate Commerce Act: 

hicffectivi-ness to prevent <Uscriminations. Rice, 729, 755 

SiipjM)rted and approved by Standard Oil Company. An-hbold, 516, 517, 527 

Working of, discussed... Iluffcnt, 1214 

Interstate Commerce Commission: 

Disiidvanlage of giving ultimati* j>o\vcr as now organized.Stetson,979 

Failure to enforct' law. Rice, 729,746 

.hicUcial character an<l life tcmiiv, advocah‘d. Sl.(4son,980 

Powers, increase, discussc<l. St<4son, 979, 980 

Railway discriminations, admitted to exist by. Allen, 1190 

Regulation of (Munbinations by. b<‘e, 2tl6 

Cnreasonable rates should be summarily abolislu**!. Stetson, 979 

Investors, protection of (see also ('apitollzdlioi}, Promodim): 

(kuiilniuitions largely intended to tlcece. McXnlta, 257; 

Rogers, 5Hfi; Stets<in, 975,976 

Common law, lialality of promotiTS an<l oHieers. Dos l^assos, 1165, 1176 

Existing laws siifliei<‘nl for ])rote<-tion. Dos Bassos, 1176, 1177 

False statements to H(“eure. Euyties, 257 

(iov<*rnmont protection, d(‘preeate<l. Havemeyer, 125 

lmjH>ssi)>inty ofcomplete proteetioi>. Myers, 1155-1157 

Regulation of eapitahxation, discussed. Stetson, 976; 

Myers, 1158; Dos Pa^iSOS, 1157 

Iron and steel industries: 

Advantages of Cnite<l States irj mannfa<dnre. (bithrie,955; (rates, lOIl 

(k)mbinations, relations between existing. Gates, 1025,1027 

Germany, conditions and ^competition of. Gates, 1014-1018 

Syndicates in. Gates, 1017,1018 

Proportion controlled by great combinations. Gates, 1025 

_A. . .. ..e u,.:... oi*?. < 0.4.1...:.. nr.n. <1...... <m\*t <»<>u. 


1 anu, proiecieni, iiecetwity 01. ivcio, , vjuuiiii, iitti^u. 10, 

Gates, 1014-1018 

Iron mines: 

Failures in J^ake Superior region. Reis, 950 

Ownership of, bv combinations. Reis, 944,949; 

^ Gary, 982,987; Gates, 1005,1005,1006,1025 
Proportion controlled by great combinations. Gates, 1025 
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Iron ore: • 

Output and pria*H. ( ImIc'h, 1025 

Iron, pig: 

Control by (roiiihinatioiiH. Cary, 0S2,0S5; < latcs, 1025 

FurnaccH all in o])eration at pn*Hont. Keis, ttM 

Output, increaHO. < laics, 1000 

Vricew, average annual. Reis, 0.15 

Iron pipe: 

Prices, increase through combination. Dowc, 28 

Kentucky Distilleries and Warehouse Company. (Sei* Whid-;/ niiiihiitudoii.s.) 
Labor (see also llfff/o'f): 

Capital, relations with, constantly inij)roving.\r<'libol(l, 545 

Interests identical with. Thurher, 12; Smitl»,<i0 

Effects of coml.unatiou— 

Generally, referred to. .Mas, 85 

American Steel and Wire (5»mpany .. Gat(‘s, 1011, 1012 

American Tin Phitxj Company. Graham, 855,858,800; 

Held, 8«)0-H70, 870; < Jrifliths, 005-007; Gre.-r, 024 
Commercial travelers, <lispla<!emeiit an<iconsequent losses.. Duwe. 20-55, 50; 

Rriuiley, 820; Gales, 1050; Dodd, 1050 

D<‘p(‘ndence upon single employer, disa<lvant;iges. I)owe, 55; 

llaveineyer, 121; l>ee,288 

Displacement by.. Thurbev,24; llaveineyer, 110; Clarke, iO(t, PM ; L<'c, 200 

Expert cliemists and investigators, ilisplaci'd. Mas, 85, 80 

Foremen, numl)er not gn^atly reduced. (’larke, 100 

Idleness, increase of. (Oillillis, 004, tK)5 

Imjirovement of comlitions... Smith,00 

Incn'Jised enqdoyment through <-omhiuatiou. Smith, 08 

National Steel (Vanpaiiy. Iteis, 040 

Orti(‘e forw, effect on.Guthrie, 055; ('larke, lOO; Gary, 085 

Smelters’ trust, dispute as to Inaim. llaveineyer, 121 

Stalnlityof em])loyment, effect on. Iam', 280, 200; Grillillis,!K)4,005 

Strike's,*possibility of closing cstaldishnu-nts during. |)i>\\e, 55; 

llaveineyer, J2I; Lee, 288 

Stumlavd Oil Company. (See oil i'lniipitnii.) 

Sugar eombination. Havemeyer, 110, 122,128, 12t*; Post, 15<8, 

Sumrintendents and foremen, high salarii's. Le»‘, 200 

Wliisky combinations.(’larke, 18o, 100, 101; .McNnIta, 205; < 'ook, 2 t0 

Interest in combinations and legislation. Passes, 1171 

Organizations— 

Advocated.-...\rclil)old, 542 

Agreements with trust employers, Great Dritaiii... Thurber, 0 

American Steel and \Vir(5 ('ompany, <loes not recognize.^ Gales, l()!l 

American Tin Plate Companv, relations to. Graliam, 855; 

Reid, 800; Grilliths, 004-007; Greer, 028 

Employers ]>refer to bav<i men belong to. (Joing, !»20 

Federal Steel (company, relations lo.... - Gary, 085 

luteriintioiial Silver ('oinj)anv, nonunion. D<id(l, 10.)2; Watrous, 1004 

Monopolistic character of...'.-.'riiiirbcr, 0; Allen, 1108-1200 

Necessary to meet comhinations <if ca[>ital. Lee, 280; Allen, lltttt 

Rapid progn‘ss ainl effects.-.d imrber, 5,0 

Legislation (see also Anfitnid luux; (^ipltullzidioh-, (’»rj>onillou Arcs; A'a/ann///mr.v 
Xi'ir Jcrm’ii; PtihlicHn; Idiiluatix; Shni-liohlrrs): 

Recommendations and discussion, gcneml.. .. 

Davis, 501; Archbold, o45; Allen, lllG-1107 

Capitalization, limitation of, advocateil... bee, 204,20o 

Cliaiges, regulation of, <|nasi-piil)lic compaiiu's.. Lih‘, 204; Myers, JL55 

('luuteTs, withholding or forfeitunMif. J)o\v4‘, 55; Monnelt, 510; Rici*, 750 

('liicago Trust Conference, conclusioiiH concerning. Dos I’assos, 1150,1157 

CmunTon law, sulhciency as remedy, <liscussed.Moiinett, 515,514; 

Garv, HK)0; Dos Passes, 1155, I loll, 1105, 
1104, 1170; Allen, 1185-1187, 1105,1204 

Competition, destructive, prohibition of.. D*e, 204; 

W(^tgat4', 585; lAK'kwwuoil, 594 

Conspimeies, treatment of trusts as.VC 

Sup]»reasion of combinations,ativo<*ated... McNnIta, 25/,240 

Corporations, right of State to control. D‘>s Passes, 1171,1172; 

Allen, 1189,1194 

Ciuasi-publie eharm’ti^r, bow far ai»plicabl4^. Allen, 1200,1201 
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Legislation—Continued. Pa^ce. 

Deairability of study by <‘otnmissiouei*H.Dos Passes, 1139,1140 

Desiraliility of definite ajiplii^tion to (.'^nditions. Allen, 1193,1204 

Existing statutes ami their working— 

Suliieieiiey of. (liiry, 1000; Dos Passos, 1154,1155 

ITnsiitisfaetory cliaraeter of. Dos Passos, 1139,1140 

Dndue laxity of.,. Allen, 11S9 

Tneffeetivenessof.. Dovve, 2t>; Clarke, 187 

Dillieulty of enforcing...Monnett, 315,324,330 

Failm‘(M»f oHicials to enforce. Emery, (>70,071; Rice, 740 

Early Knglisli laws against combination, imdfectivi'. Dos Passos, 1153,1154 

(lerinany, supervision of eonilanatioiis by (f(*veruineMt.Uates, 1018 

Juslilieati<in, general discussion— 

Individual liberty, right to mniinU'rfereuce. llaveiney<^r, 114,122; 

Dos Passos, 1140,1141 

Social coinj)act, <'onditions of ,.i. Dos Passos, 1140,1141 

Impossibility of making strong individuals by... Stetson, 973 

Interference by laws, deprecated. Smitli,()9 

Effects often difh'rent from tljose anti(4pate<l. Dos Pjissos, J158 

Increase cost to consumer. llaveim'ver, 114 

Natural laws superior to. Dos Passos, 1152-1154 

Injurious to publi(r welfare. llavenieyer, 105, 100,114,122 

PeiiaUies, cumulative fines, advo<-afed.. Tb.urber, 20 

Practical)ility of enforcing. T.ee 2!M> 

InsntlicieiK!)'of lines. Rice, 733 

Pric<‘s, cutthig below eost of priMluetion, proliibition of. l,ce, 294; 

WVstgale, 383; I./ockwood, 394 

Regulation, coiifititutionality <loubtful. Haveineyer, 122 

Promotion, n-gulation of. Euvties, 257,258; 

Dill, 1182; Dos Passos, 1103, 1170,177 
Tariff, rei)eal on articles, c»uitrolle<l by combinations. Huynitsky, 50; 

Kic(‘, 730; (lary, 998-10(10 


Legislatures: 

Control and corruption by combinations. Lockwood, 393; 

Emery, 071; Dos Passos, llofl 

Trusts, lobbying by.‘. Timrber, 15, 10 

Wlusky coml»mation, funds for influencing. iMcNulla, 2;15 

Liberty: 

Right Ilf noninterference bv legislation. Haveineyer, 114, J22; 

Dos JW»s, 1140, M41 

Liberty of contract: 

Corporations should be allowed, in organi/alion. Stetson, 972, 973 

Linseed oil: 

Ailulteration of. Mas, 74; (lark, 333; Matthews, 495 

Number of mills combined. Dow t*, 35 

Machinery: 

Atteuii)tt»» monopoliz(‘, till, plate. (iiabam, 852; 

Iti'id, S75; (iritiiths, 888 - 8 <» 0 ; Taylor,935,939 

No monopoly <0*, wir(‘ nails, etc. (uiti'S, 1099, 1010 

Control id, barlied wire. Cates, 1009,1033 

Mails: 

I^rohibition of use U) illegal combinations. Iluffcul, 1217 

Massachusetts: 

(lajiitalization, provisions of law concerning. Myers, 1127-1138 

Oven-apitalization, not ]>revent(!<l by.... Moon*, ObO 

Corporations, supervision of, deserilied. Myers, 1127 

Corporations driven out of State by strict laws. Myers, 1134 

Moiiopolies, municipal, restrictions as to capitalization. Myers, 1129-1133 

Pr('ferr<‘d sto<-k, not allowed in. Myers, 1129 

Railw'uys and street railway!', regulation of consolidation. Myers, 1131,1132 

Stock divi<lends, prohilnh^d. Myers, 1129 

St-f)ck, issue of new, at market value. Myers, 1132 

Sto(tk must be paid in full. Myers, 1128,1120 

Merchant marine: 

Necessity of development, 


Tburber, 10, J1; Cates, 1016 
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Middlemen (roo also Twlmdual mlrrpriin .’): 

Displaranont )iy trnstR. Dowr, lYi. .'!t, ;!(i 

Mining industries (see al.^o Iron, tniiiex): 

Effect of trusts on, as producers of raw material. Tliurber, L’2 

Missouri: 

Statutes and decisions coTicorninf; monopolies. Allen, 1 ISd, IlST, 12(11,12(M 

Mollenhauer Refinery. (See Sin/or nonh'imliou.) 

Monopoly (see also fines, l,i'ijistolu)ii, tir.): 

Advertising of special lirands, may create. Smitli, VO, 71; llradley, S2SI 

Antipathy toward..\llcn’, 1182 

Charters, H]KH-ial, to cor])orations. I)i ts I’jiss'ts, 11^5 

(Vniiiuon law, altitiuU* towanl. Mtuinctt,IH-I; 

(iury, 1.000; Dos Passos, lloo, 1151), 117:5; AlU-ii, 1IKMIS? 
Comjictition as rt'inody. TIhu Ikt, (i, 11; 

Smitli, (iH-70; I (avcmovtfr, 105; (Clarke, 187; MoNiihs, 217,-:»7; 

Monm‘tt,:^20; Stct.-on, 080; tiary, i(H)i; Dos I’assus, 1151. 

Danjjor of jniwor in siii^Oo liamls. Pliini[)s, 507 

DcHnilion of ti'iin. ])<»h I’assns, ll-ll, 1145; Allon, I1S2 

Coko, Li>nl, (lolinitioii liy. Monnolt,2i:5,214 

Intent, iiumopolislic, nni.^t Im^hIiowii . Allon, l2tK)-l202, 1205 

CIiaiaet(*r of <?vi«lence necessary. .\llcn, 1201-1200 

ProjMirtion of business controllcil docs not ilctcrmiiic. Allen, 1205 

Purpose of cn'atinj;, cvidcnct* com-ernin^^. .Allen, 1ISI, 1182 

I'aijfland, franchise j^ranl.'^, early. Monnelt, .‘514; Dos I’ass«is. 1145 

Daws and dt‘cisions aj'ainst. Dos Pa.ssos, 1152,115:5; Allen, 1182-1181 

Daw.s aj^ainst, early, ineffective. Dos Pas.^^os, 1152, 115:5 

J^xist(‘nc(^ in l’nit(‘d Stat(‘s, discussi’d . (>ary, lOOt); Allen, ! 181; Dos Pa.'ssos, 1145 

Pailiire of jioolsjind cornel's, universal. !^os Passes. 1151 

(las cotnpanie,'^. New A^mk, intlnenccfU’ Standanl Oil (\mipany. .Mli-n, I lOI-l I0:5 

Impossibility except as to advertisi'd articles. Smith, (58, 72 

iaeyfal monot)oli«'S still ('xist in the Dniti-tl States. .Allen, 1184 

.Municipal, charactm'istii'sof. My<'rs, 1128; Allen, 1181 

(diaivcs iiicrcasi'il tliron<rh ov<*rcapitali/.atioii. Myers, 11:>5 

Char^ri's, r(‘,i:ulati<m of, Alassaclinsetts. Myers, li;55 

Public owiu*rsbi[i, discnsscil. Mfunidt, .‘527; AINCI's, I biff 

licstrii’lioMH as to capitali/ation, Alussa«*}ius(‘tts. Myi-rs, 1120-11:5:5 

Xatnral, eburactcristics of. Mytws, 112.' 

Xiitnral law.s, suHicieiil to pn'vcnt. Dos T'assos, ! b50 11.52,1 100 

I’artial ri'straint of traile, u;;ainst com mot. law_ Dos Passes, 117:5; .Vilen, 11.82 

(iua.si ]piiblic, jrrants establishin*'. Alhai, 1184 

Pab'tits, secuiH'd by. llavemeyer, 105, 115; Dos Passes, 1115 

Tariff, lu<;b, protective, as cause. Ilavemeyei'. 102, 105, 118 

T(*ndencv Ittward, tbon^li imt ctmijplete, illejjal. Al!i‘n,llS2 

Trade unions, monopolistic ebaraelerdisenssed_Tlmrlpcr, 0; Allen. I P>8-I20() 

Mortgages: 

A<lvantages of <*orporale boml system. Dos Passes, M 18,1110 

Nails, wire: 

< lutput, priivs, competition, etc. I'lnirber, 22; 

Monm*lt,:521; Dales,1005, ItHlO-lOl 1, 1022 
National laws (see also tbni/rtxs', fiilrraiatr miium m ): 

(Corporations, organization and ri'gnlation by 

Advocated ..‘. Tliurbiw, 1(5; 

Arelibold, 505, 580; lb i^'crs,5.85; Kockeieller, d>7; 
(iates, 1022; Pam, 10:57; Dill, 1087, 1088. 

Referred to... Kmery,022 

N<‘eessilv umU*r modern conditions. Allen, 1200,1207 

Dcprei’Hted. M<M)re,0(i5; Stetson, 5181; Dos Passes, 1150-1101 

(’oiigrcjss, [lower of, discusse<I. Stct.>^on, 081; 

Dary, UKIO, 100:5; Dill, 1087, 1088; D.»s Passes, 1150-1101; 
Allen, 12051; Iluffeut, 1211-1210. 

Congress, iiowcr to issue special cliurt<‘r.s. Pam, 10:57 

Taxation tor privileges, a<lvocate<l. <«ales, 1022 

Ib'porfs ami inspeidion l.iy l^Vderal Dovewnment, advoeated. 4 liurber, 10; 

Ilaveiuever, 130,138; Archlwild, 5ti5,580; lingers, 580; Allen, 115)4 

States, powers of, limited. Iluffeut, 1211-1218 

States, rights, importance of nmintaining. Dos Pas'^os, 1P51 

Tariff. redu<‘tiou as remedy for combination. Ruynitsky, oO; 

Rice, 7 : 55 ); (iary,5)08-1000 

Taxation, ix'igulatien of coml>ina1ions by. Allen, 1194; Iluffeut, 1217 
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National Biscuit Company; Tago. 

Organization referred to. Moore, 959 

National Lead Company: 

(yourt dectision concerning. Allen, 1186,1187 

National Refining Company. (Sec coruhimitiou.) 

National Shear Company: 

('apitalization Organizaiton) — 

Ainoiint authorized and iHsued. P(=!ars<)n, 1041,1042; Wiss, 1043 

Value of planta, entiniated. Wiss, 1044 

8tO(‘k, value of. Wiss, 1047 

St(M'k iiH hoims for loan. Pearson, 1041,1042 

Causes of comhiriation— 

ComjKdition, <*xoesHive.‘i. Wias, 1044-1046 

Tariff, 1 ‘xcessive eonipetition caused by. Wise, 1046 

CbiruKdition, excessive, causeof coiubinatiou. Wiss, 1044-1046 

‘)iviaends, none |«iid as yet. Wiss, 1047 

l']eononues, advantages <)f eondnuation in seeiirin^. Wiss, 1045 

Organi74ition, history aiul nndhod— 

lir.x ,__1 it... i?__ tlT! .. lAJO lA^A 


FiHch couipany made its own l>argain.Wiss, 1044,1046 

lx)an for working capital and buying lilaids, eomlitions . Pearson, 1041,1042 

■>i_4.. .. .1 •_4.; .. i>__ iiT*... lAti 


■I juiofl lui Ill e-a^iu, siueas, aiui lunes. i eaisoii, jw**, 

Wins, 1044,1047 

Output, proi)ortion controlled. Wiss, 1044 

Pearson, James (\, loan to National Shear ('ompany. Peai'son, 1041,1042 

Prices— 

Decrease l)efore coml>ination. Wiss, 1044,1045 

hn-rea'^e since combination. Wiss, 1045 

Raw material, increase of. Wiss, 1045 

Proinotitm, history, prolits, etc. Wiss, 1043-1047 

St<M-k. {See C'( (pitaIizalion.) 

Tariff— 

Pn.>tection neeessaiy. Wiss, 1046 

Excessive competition caustMl by. Wiss, 1046 

fm^M)rtatiou of small-sized scissom. Wiss, 1046 

Wages, iner(;as(*since combination. Wiss, 1045 

National Steel Company {sole Knis): 

American Steel C>m])any, ndation to. 04H 

American Tin Plate Company, relation to. 944,048 

Catatidizalion— 

Amount and classes of stock. 044 

(^ist of enacting jdants, estimated. 045 

Plants bought for I'asb or stock. 043 

Pnmiotion, ox|>enses ami prolits of. 049 

Properties owned, description ami value. 044,045,040 

Stock, preferred, represents cash value. 044 

l)es<;nption of business. 044,045 

Dividends, [faynient of. 040 

Economies— 

Sui)ply of raw materials 1h(‘ chied advantages. 047 

Freights, saving by shipping ft-mu m'arest puhit. 047 

Cost of produetiiiii not redueeel. 047 

Labor — 

Anmlgainateel Association, cinployci-s belong l<i. 046 

Numbered e'lnpheyevs im;rease.‘el. 051 

l^ieldling no longer jiraetievd in Pennsylvania. 051 

Wages, annual scales, payment by. 046 

Wages, increase, recent. 046 

Now Jerseey, conformity of National Ste;el (dunpany to law. 043 

Mim s, failures in Lake Supt rie^r iegie)u. . 950 

Ownership by National Steel ('om|Kiny. 044,040 

Outjmt, mmiher and (capacity of plants, ju-oportion of eiutput. 045,051 

Pig irein, furnaces ail in oiMjrat.ion at preseait. 051 

Prices, averages annual. 045 

Price of steel— 

Average annual. 046 

lncre4ise eliie to lulelcd flematiel. 050 

Marked e|uotatiems elei not imlie'ate* ae'timl selling prie'i's. 946 
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National Steel Company— Continued. Page. 

Stocks, amount of. 944 

Vaiueof.!.!!!!!!!!!!!!!!!! 948 

Stockholders, right to examine books. H4H 

Increase in number by consolidation. 948 

Structural steel, increase in demand for. 950 

Tariff- 


Steel, duty on, has no effect. 947 

Effoict of removal from other steel i>nxluet.s. 947 

Vessels, ownership by coiidnnation. 944 

Wages. 940 


New Jersey corporation laws ; 

Advantages generally. Moore, 908,904; Dill, 1077-1082 

Advantages to corporations. Hradlev, 828; StiOsuTi, 971,975; (iarv,990; 

I'ain, 1085,1080; Dill, 1081,1082; King, 1108 
Agents of corporations— ‘ 

Methods of appointment and record. Ryan,1100,1104,1105; 


King, 1100, 1107,1111 

Number of corporations rejiresented by. King, 1100 

Coniplianc<; with laws bv, discussed.. Ryan, 1099-11011; 

King, 1100-1111; EdgeVlun. 1128-112.5 
American Tin DIate Company, compliance with. (iraham, S57; 


iteid, .805; W'liecler, ,S04 


Kroader scope of laws. Pam, 1085, 1080 

Capital, provisions concerning paymenl,etc. Dill, 10.80, 1082 

Distilling companies, comiiliance 'with. Uiadley, .828, ,824 

National .Steel Comi>any, conformity to law.s. Rets,948 

Principal others in State— 


Provisions concerning. Dill, 1077, 1078 

Metbod.s of maintaining. Ryan, 1099-1100; Kiiig, 11011-1111 

flompliance with law, di.8cus.sed. K.lgerton, 1128-1125 

Pnblicitv— 


Provi.sions of law reoiiiring. Dill, 107.8-10.84 

Prote<4ion of public under. King, 1109 

N’iolafion of. Dill, iy79 

Rt'gistration arnl trust companies, nu.thods of husine.ss. Wo.i.l, 10,89-1091; 

Ilansell, 4094-109(1; Marwick, 1090, 1097; (laiwiii. 1098,1099 

Reports, .animal— 

Provisions of statute coneerning. Dill, 107.8; \\5>od, 1098 

Enllnessol.'. Pam, 1087 

Com [ilia nee with law, diseussed.... Ryan, 1102; King, 11 (»7; I'ldgerlon, 1125 
Trust companies, coi'iioralions represented rc<|inred lo furnish.. \Vood, 1092, 

1098; Ilansell, 1095; (larvin, 109.8 

Ollicers not liable for faiinre to make. Hradlev, .828 

Ridaliatorv laws, jn.slifieation of. Dill, fUS5 

,8loek and transfer books-- 


Provi.sions eoncerning. Dill, 1078.10.88,1084 

Methods of regi.stration companies. Wood. 10.89-1091; 

Ilansell, 1094,1090; Marwick, 1090, 1097; Caiwin, 1098, 1099 

Methods of keeping at iirincijial oiliee. Ryan. 1108; King, 1107 

Coinjiliance with law, discussed. Kdgcrion, 1128-1125 

Stockboldei's— 

Meeiings must bo in State. Dill, 1077 

Diabilily of. Dill, 1080 

Rigid, to examine books. Dill, 1078, I0,S8, 1084 

Not specially prejudiced by laws of.Cary, 990 

List of, inetnod.s of keeping. Ryan, 1102,1108 

'I'axation of corponitions— 

Rules statisl and diseusseil. 1)111,10.80; King, 110.8 

Reusonableuess, cause of organizalion of (corporations in. Tlinrber, 21; 

Stetson, 975; Cary, 990; 1)111,10.81; King, 110.H 

Kevennofroni..'_ Moore,905; King,1111 

Violation of laws. 1)111,1089; Kyan, 1099-1100; Edgerl.m, 1128-1125 

New Jersey Corporations Agency : 

Dcacripti(ni of husine.ss. King, 1100-1111 

New Jersey Guarantee and Trust Company : 

Methodtf of business. Ilansell, 1094 -109(1 
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New York: _ 

StockhoMors, rijjbt to c“Na!iiiiH‘ l)ooks. Dill, 1071) 

New York Citjr: 

(JaH coriipanies, combinations atnong. Allen, 1191-11911 

New York Sugar Refining Company. (See Siufar roinhiiKitH/tix.) 

Office, principal, of corporations ; 

Delawan*, provisions concerninj;. Smith, 1120; Sawy<‘r, 1125 

New Jersey, provisions coneerninfr. Dill, 1077, !07H 

Conipfiance with law, disensseO. Kdgerton, 112)1-1125 

Maintenance by registration ami trust com|>anies.. \Voo<l, 1089-1094; 

Ilansell, lOOl-lOJtO; Marwick, 109(), 1097; 
(iarvin, 1098, 1099; King, llOfMlll 

Methods of attorneys in maintaining. Ryan, 1099-l]0<i 

AVest Virginia, reqnirements, concerning... Nevins, 1112,1113 

Officers. (See l*uhHr 

Oil. SlaiK/urd (HI 1.307.) 

Output, control of. (See under separate<‘oml)inutions; als(», ('tnupfi'Uioh.; Monopoly; 
}Yi<rs<.) 

Overcapitalization. (See Copitalizalion.) 

Paper: 

international Paper (’onqainy, nderrod to. Stetson, 970 

Prices, iticrease thi'ongh eonil>inati(»n. Dowe, 28,38 

Paper bags: 

Effect of combination. Dowi*, 28,29 

Partnership: 

Disadvantagt' of form of <-ombination.Stetson, 981; l)<>s Pjissos, 1140,1117 

History of syst(‘m. ik)s Passes, 1140 

Patents: 

Control of, American Steel ami AVir<“ (Company. (iates, 1009, lOlO, 10.3)1 

Amt'rican'Pin Plate ('ompaiiy. l{ei<l,875 

Standard t hi ('ompaiiy.-. l)(»ld,79H 

Inventors seldom rea]> [irolit from... Dos Passes, 1170, 1171 

Monopolies caiise<l by. Uavemeyer, 105, 115; l)(»s Passos, 11 15 

Removal of excbisiv*' right, deprecatc^d. Dos Passos, 1170 

Politics (see also Liyl.Hoturrx): 

Campaign contributions by combinations. Havem(‘y(‘r, 129; Monnett,3l3 

()orporaiions shouhl not influence. (iary,997 

Effects of coinbinatioi.s, [)ossible_ McNnlta, 24(t; Monmdt, )J2<), )i27; Rice, 74(> 

Pools: 

Illegality and ineffectiveness. Allen, 1181 

Railway, advocated. TburlMW, 19; Stetson, 978 

Interstate Cunmierce Commission, approval shouhl l)e required-Stetson, 

978,979 

Stoek, International Silver (’ompany. Dod<l, 1058-1001; Rogtu-s, 1070 

Whisky, formation among distilleri(*s_(‘larke, 108,109, 189; MeNultu, 200,241 

Prices (see also under sprrljic coiiihlinitioiis): 

Cutting by condonations against i-ompetitors— 

iVlovv cost of lo'uductiou sl)(»idd be (»roliibito<1. Leo, 291; 

Westgat(‘, 383; Lockwood, 394; EnK‘rv,()71 

Inequality in different ]*laces should be j)robibit(Ml. Lockwood,.394 

(hu-many', regulation of. Lee, 27)1, 370; Archlxtld, .5,32; Emery,017,023 

Jnhu’national Silver C^ompaiiy. Rogers, 1071,1072 

Stamtard Oil Company. {Hoo Sltanlnnl OH. (''onpontf.) 

Sugar combination. 

22,57,tt5,9(i, 107,108,118,135,1.38, 142,140,147-149, l(i5 

Policy regarding. Doseber, 88,89; llayiaiieycr, 118,120 

Whisky combinationH. 170,170,178,181-18.3,208,2.5)1,315,847 

i’rcscnt policy. Bradley,815; Ric<*,847 

Effect of combinations generally— 

Business priinaples only should govern. Uavemeyer, 118,120 

Consnmer.s md-injured by. Clarke, 180 

Danger of control by... McNnlta, 2)37 

Excessive, tendency toward, where no compedition. Lee, 205,260 

Increase, instances of, reported by commercial travelers... Dowe,28,)34,38 

Monopoly, polic^y under. (laR's, 1033 

Possibility of raising above comp(ditiv(^ rates. Archbold, 509,670 

Principles of (letermination by trush<. Hav(‘meyer, 118-121,134; 

Archbold, 509,570; Rice, 847; Reid, 880; Gates, 103.1 
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Prices—( Viiitinuod. 

Kffcct, of conilMiiationa gciKTOlly- -< Continued. raK,'. 

Uavv materials, naliicod liy. TlmrlMT 12 22 2.'1 

Reduction, tendency toward.VlaVeii’ie'ver, IlFi; MooVe/iriri 

ReductifUl by competition ])etween lai^e eNtHblishnu'iits, cases. Dowe, 28. 2‘.) 

Ueffuiation ])y-publi(j authority.Tlmrlxu-, lo; Havenu'ver. 122; b(‘(‘,2‘>4 

Sto(-kmanipiilation,cluin^rcHforpnrpos(M.f. Dowe,28; McNulta,'20!h Roarers, 1071 
Specihe arti(*l(‘S, effect of combination— 

(Jlucose, increase bv combination. Mas 70 

.ii’iss, ioi5 

hilverwan^. I(ir,l, 1052,1(15(1, 1071, 1072 

Steel ])r(id(ii'ts. ,S(iS, <145,1(50, i(5I, !l!)0 102() 1027 

. 2. 22, 70, I o:!, 11S, 120, 12(>, 155, 1 :i(i, 150, 1 05,1 (iO 

1 m ]»lal(‘ ---H:>:b 8r»!», 802, <807-800, 871, 881,885, 807, 002, 014, !»:10, OOd-OOS 

Ih^liH-lion by establislmient of 2 \incrican imiustry. 858,910,055 

. 171,180, I8(l, 207-211,242, 24i>-250, 814, 827, 845, 847 

^ ^ Wire, wire nails, <*tc. 22, 521,1005,1011,1025-1027,1055 

Principal ofhee. (8ee 0//,Vv.) 

Production, cost of. (8e(^ I'A'inidiiih'n of rotnlfiuiffion.) 

Productive capacity: 

Kx<-ess ab<)V(u-onsiimin^ ])<>wer, (bub*<l States. Thnrber, 10 

Itnbistrial dejaessioii cause<l by excess of. TlinrluM’l 20 

()ver[)r<Kln<‘tion, ontl(«.k for.... Smith TlO 

Profits (see also /Vev'x; ('miijtifitUtn; SUimlard (f'd ('oinfxiiiii): 

I Verease of uvera^^e <lni in«' j»;u«t deca<le... 'Phurber, 5 

Kxi-essive, l(‘a<l to failure an<i comin'tition. Tlinrl)er!o 

I^eKitimate wlu'ii dne to im])roventent in nianiifaetnre. Ihivnitskv, 50 

Promotion of corporations (see also hmylors): 

False stati'inenls and their prevention. Liiyti(‘s, 257, 258 

Investors, combinations largely intended to lleece. McNnlta, 257 

Laws, existing, snthi-ient nMiicdy for frauds in. 1 ><is Lassos, 11(>5, 1170, 1177 

<)v<‘rcai)it!dization and speculative puriK)seH. LhnrlMT, 10; 

Dowc, 25, 51; McNnlta, 257; Dill, 
1080; iMvcrs, 115:>; I)<»s I’a.ssos, 1100 

Lnictici' <l('scrib(‘d.'. Monncll,;i28 

Profits of, AnKwicaJi Tin Plnt<‘<’oni]>any. Rci<l,800; 

(Irithths, 1; Moore, 000-'‘*05 

Ameriean Steel an<l Win^('Oinpany. tlati's, 1051 

Distillinir (7uii}>;my <4‘ Am<*ri4‘a. Brail ley, 820-822; Piets <858-8-10 

S()ecnlativ(‘ jHirpose in certain eases.1. Dos I’assos, J100 

Prosecutions of combinations: 

Alloi neys-y:eneral, duties i»f. MoniK'tt, 524, 525 

Dilhculty and ex|K‘nse«»f. Monn(4t,55() 

Dilheulty of eompellin^ testimony. Knierv,071 

Witnesses, ineriniinati<m by testimony. Monnett,5l5 

Prospectuses: 

Inability for statements in Fnjjiand. Dill, 1082 

Public officials (st-ealso Ixyl.datun'.'f): 

Influence of combinations over. lMiH‘fv,071 

Publicity of corporate affairs: 

.\dvocati‘<l. Tburl)er, 15, 10,20; 

Havemever, 150-158; Lnvtics, 258; Dos 
l‘as.<os, 1157, 1158; Alien, llt)5, 1104 

Advocate«l, but not nloiu' siitrieient . Let‘, 200 

(dimmon law, sullicient prolection niidiu’. Dos Lassos, 1105,1170 

(x»mpctitors, ilangcr of giving a<lvantage to. Flaveineyer, 150; 

Stetson, 1t75,080; King, 1 iOO, 1110 
Disenssion getHU-ally. (Uarke,181; Stetson, 0.80; 


Dos I’assos, 1102,1104, n07-ll<)0,1175; Havemever, 150-158 

Desiralulitv of general knowledge as to eomlitions.Gary, 000, UK)1 

Might 1 k> made advantageous to combinations. Havemever, 150,158 

F/Ugland, laws eoneerning, simnnan/.ed. Dill, 1082,1085 

fvegislation, 4lata for, fnrnislusl by. Havemever, 157 

New .rersey, ju’ovisions of law reipiiring. Dill, 1078-1084 

Railway companies, advocated. Stets4)n, 078 

Reports— 


Annual, to stockholders sutlicient.. Moore, 000; St(4son, 075,0.80 

To stockludders an<l ])ublic u^lvocated. Dos Ltissos, 1158,1 H>S, 1175 
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Publicity of corporate affairs— 

l!<!j«irts —Uiintimicd. ' Page. 

Existing laws and tlicit- enforcement. 1078 

1079,1093-10<.>8,1102,1107, 1113, 1115,’ll2'l,’n2’2,1125 

Fiuanoial stntomenU} in public <le^)reeated. King, llOi), 1110 

Tligbt t.f im])li(! to know corjioraU^ nfbiirH . Havemeyer, 1110-138; 

StotKon, 080; Dos Fassos, 1102,1163,1168,1175; Alien, 11!)4 


Stockhohbu's- 

NeccHsary for protection of. Tlnirber, 6,15,16,20 

Higlit to examine books, and jiroteetion generally. 257, 

966,971,996,1078-1084,1161-1168, 11.75 

Railways (see also FreighU ): 

Ajitisc 4 il]>ing law, opposition <‘onnnercial travelei’s to. Dowe, 41,42 

(’apitalizatioii, amount of.•. Kico 743 

Jnstilk'ation of larger.■. Dos l*a<*sos, 1149 

(’entral Passenger iVssoeiation, cluu-aeter. Monnett,329 

('oml)ijuitions, inten'st in. Allen, 1191 

Commercial travelers, loss from displacement by. Dowe, 27,32 

(Vmsolidation of - 

Lsiws regulating capitalization. Myers, 1131,1132 

Rapid, <lnring recent years. Rice,.742, 713 

Reduction of rates l)y. Thurber, 4 

Courts, subserviency to . "bot:kwood, 389 

Danger of und(‘rtaking other formsof business. Allen, 1191 

(Joverimient owjiershipadvocated. lyockwooil,392,393; 

Kinery, 670,671; Riei^, 730, 715, 755 

Disfranchisement of railway employees timber. kiec*, 745 

Mileage books, (’ommercial Travdc'rs’ League, iuHiuoiee in securing... Dowe, 41 


OOicc'rs, high ability. Stetson, 978 

Political t>owei* ex(‘r<'ise<l by,(‘vilsof. Lockwood, 391,393; Emery,(>71 

Pooling, adv<>cat*‘d..Thurber 19 

A<lvocatr<l under <luei approval. Stetson, 978,979 

Tratlic associations, existing, iliuraeter. Rice, 743, 744 

!‘ublic eliaracter of. Monnet.t, 310,323-325; L«)ckwood, 392; Rice, 740 

Publicity of accounts and busiiK'ss advocated.Stetson, 978 

Rales— 

Excessive, instances of. Monnel t, 325; Lockwood, 391 

Ohio, ju-oposed act regulating, <les(TilMM]. >Ionnett, 322,325 

Rc^luetion ajul causes. Thurber, 18,19 

StiUM-ab'S at interstate rub'S, advocated. Monnelt, 323 

Transportation by water, efba-ts. Thnrl)(*r, 19; Lee, 269 

linreasonabk*, n(4 now <‘xisting. Stetson, 979,980 

Lliireasonable, sboulfl bo sunnnariiy ab(4islie<l...Stetson,979 

Wheat, excessive charges for transporting. Monnett, 325 

Reorganization— 

Cjisb firought in for improving propertk's. Stetson, 978 

Interest charges nsiiaily rediu-ed by. Stetson, 977 

Nettessary boeanse of r('ducod rates an<l j)rofits. Stetson, 977 

Sh(!rman antitrust ad, applie<l to cohiukhi earriiTs.. Rice, 742; Dos Passos, 1158 
Sugar eombinalion, apportionment of freights among. Havemeyer, 113 


Traflk^ lussoeiations— 

Existing, number un<l charaett'r. liici*, 743, 744 

Transcontiiu'iital association, contracts for maintaining rates.Rice, 744 

Unlawful character. Rice, 743 

WuUt lin<« iisHoeiated with. Rice, 744 

Railway discriminations and rebates: 

Atchison, Topeka and Santa Ec Railroad, rebates hv . I^ockwood, 390; 

Rice, 73;l, 754 

Cities and towns, intluenco on growth. I/ickwoixi, 399 

(^lal trafljc. Monnett, 322,326; Ixickwood, 396 

(Combinations, harmony b(4we(m, and mil ways. Rice, 743 

Child cause of. Emery, 643 

Powm* and nrotits due to .. Lockwood, 390, .391; Rice, 743; Allen, 1190,1191 

Commissions jianl to secure freight. Rice, 727 

(Competition, chief lausc of unfair.. Westgate, 382 
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Kailway discriminations and rebates—Continnc<l. 

ComfM^tition of small c^)n(‘ernH possiliK*, where no discriminalion, T>x*kwo(Ml, .‘U)2 

Coopj.*rative pro<luction possible, where no discriiiiiiiation.L<K*kwoo<l, 292 

Existence of— 

Affect jjreat Ixuly of railway traffic. Rico, 733 

lialtimore and (>hio receivers’ l(*ttor re^inlinji. I’^jiiery, (>37 

Complaint, no cause for.Smith, 70 

Ih^spite interstate (xmimerce act, asserted. Ivockwood, 389; Allen, 1190 

Relative rates from (3lic^^^o and Pittshiiiy to New York_ bK'kwood, 400 

Grain, hij^her freight rates for domestic than export. Rice, 740 

“Ghost trains,” referred to. Rice, 740, 741 

Gross ainoiint, $100,000,000 ainuially. Rice, 741 

InterKtate commerce act, disregard hv railways and trusts. Lockwood, 389 

Failur(‘ to enforce.. Rico, 729,730 

Long and short haul, proposed regulation, Ohio. Moniadt, 325 

Instances of discrimination.!. Monnett, 322 

Privilege<l classes created by. Rice, 741 

Remedies- 


(Miarters, repeal of, }\s ixMmIty. Monnett, 324 

Compulsory examination of hooks, advtM'ated... Westgate, ;.kS3; Emery, 043 

Courts afford no sufficient.’_ Jiockwood, 389 

• Germany, equality of opportunities in. Lockwoixl, 393 

Government ownorsliip, advocated. Ixickwood, 392, J^3; 

Emery, 070; Rice, 730, 745, 755 

Interstate Commerce Commission, increase of |)owers.Stetson, 979,980 

Pooling, as remedy, advocat(‘d. Thurlier, P); Pos Passos, 1175 

Possiliility of effectively jireventing. Monnett, 310 

Prohiliition of, effect of, discussed.Monnett, 32(> 

S(Mzurc of g<,)ods unlawfully transporte<l. Monnett, 324 

Standard ()il Com]>any, originator of system (s(‘e also .s/x.’c'of ]>. 1307) 

Rice, 741 

Steel an<l Win? Company, Amej*icun, receiptin’, denied. Gat(‘s, 1031 

Sugar cornhination, receipt hy, <h*nied. ITavemeyer, 110, 112; Jarvie, 142 

Tin-j>lale c-omhination, n‘cei[»t l)y, ilenied. Graliam, 850 

Wliisky eonihination, formerly nreived. (’lark<% 184; McNulla,^0l 

Raw materials: 

Prices reduc(‘d liy comhinalions.Thurlxu’, 12, 22,2:1; M<‘Nnlta, 239 

Rebate system (see also Siii/ay I17//.S-L/ (‘onihiiKifion.'i ): 

Contra<4s, |>roj)osed forms. Smith,62 

Enf(>rct‘ment of agieeinents, metliods. Smith,62-65 

Groc(*rs, WhoU^sale Assoi'iation, movi'inent to secure g(‘nerally ... Smith, 59-t>5 

InstaiKH-s nf use. Smith, 55-59,65,66 

Justice and ailvantageousni‘ss. Smith,64,68 

J.egality of agreements. Smith, 64,65 

Mamifaetuiers, attitude toward, favorable... Smith,61 

Sugar, establishment, <lescriptit)U, working. Smith,.^5-58; 

Ihiiform (piality of goods essential. Smith, 67 

Ilavemeyer. 126-12H; Post, 154,157 

Ohio, special system. Post, 155,156 

Registration and trust companies: 

Methods of business— 

Delaware. Sawyer, 1126,1127 

New Jersey. Wood, I08tt-1094; 

Hansell. 10t»4-l0!M); Marwick, 1096,10t>7; Garvin, 1098,1099 

West Virginia. Nevins, 1114 

Number of, Ntnv Jersey. Garvin, 1099 

Number of coriKmitions represented by. Won«l, lOtX); 

Uansell, 1094; Garvin,1098 

Reports of corporations (se<» also Pnl/flrity, Stockhohhr.^f ): 

Animal statement-s to stockholders sufficient.Moore, 966; Stetson, 975,980 

Delaware, reipiirenients eoneerning. Smith, 1121,1122 

Compliance with law. Sawyer, 1126 

New Jersey— 

Provisions of statutes concerning. Dill, 1078; Wood, 1093 

Compliance with law, discussed.Edgerton, 1125; King, 1107 

Failure to file ill princi[>al ofih’e.. Ryan,1102 

Trust companies, corporations re])resente<l r^Kjuired to furnish. Wood, 1092, 

1093; Hansell, 10t)5; Garvin. 1098 
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Reports of corporations—('Ontiniual. 

Publicity to HtocklH>l(lers, HilvncatiMl. Don Pjihhoh, 1168, ] 175 

West Virpniu, r(!qaircmeiita concerning. Nevins, 1115,1115 

Rubber: 

ConinK'rcinl travolors, flisplacomont by combination. T>owo, 211 

(’orn oil, use as substitute. Mjis, 74, 77, 78, Hi 

Prici‘s, increase thr<tugh <*ombination. Dowe, 28 

Salesmen. {See Cot/uncmal tnurlcnf, tSclIln;/.] 

School furniture: 

l*H«‘es, increase thnaigh combination. Dowe, 28 

Selling* of goods: 

Kconoiny in, by <*ombination. Oowe, 85,87; 

l•ra^^iey, 82b; (iraham, 855; Reid, 877; (xHtlitlis, 8b5; (lutlirie, 658; 
(bites, 1018, 1080; Dodd, 1050; Watrous, 1063; Rogers, 10(>8 
Silver and silverware. (See .[ntcnnitional (hui/taui/.) 

Smelters’ trust: 

! bail's of labor, dispute concerning, r(*ferre<l . ITavianeyor, 121 

Soap: 

Prices, increase llirongb combination. Dowe, 28 

Rebate system in wbol<*sal<* trade. Smith,59, ()2-()5 

Socialism: 

Attitudi' of socialists lowanl trusts. .Monnett, 327 

Speculation, stock: 

Oombination.s in'omotcd by. TimrUT, 20; ]>owp, 26 

Kvils of. (')ark(\ 186 

Failure of combinatiojis, cbietly cause4l by. Duytii-s, 257 

Federal Steel (’oinpany. (biry,9t»7 

(xold, j)roliii>ition, ineffective. Dos Passos, 1154 

Inevitalile cbara<'ter. Tlnirl)(‘r, 19 

International Silver ('om])any, stock ])o(4, ilescribed_ Dodd, 1058, lout), 10(51; 

Rogers, 107(f 

l/'gislation can not <-orrect evils. (’larki*, 187 

Manipulation by insi«lei‘s, evils of. ('lark<*, 1S(5: Rogers, 1070, 1074 

Overeapitalizatiouan*! deee}4ion (»f investors, t'vils of. 'I'linrlier, Hi; I )ow<‘, 25, ;{1; 

MeNnlta,237; Dill, 1080; Myers, 1183; Dus Passo-j, 1166 

Prie(*s, ebanges for jHirposi' (4' affeeling slo<'k. Dowe, 28; 

IMcNulfa, 209; Rogers, 1074 

Whisky combination, <lescribed .. ('larki', 171, 175; McXiilta, 209, 210; Rice, 832 
Spirits Distributing Company. (Sei* llVoW.// 

Standard Distilling Company. (Sec \Vlilshf(‘o,ul>iin((l(>ni^.) 

Standard Oil Company. (See separate indt^x. p. 1307.) 

Starch trust: 

Failure; tbrougli cxeessivi* prices. Tbnrbcr, 6 

Steel and iron products (see also Ariirrinm Shr! llVn J’h/iiui/ Sit'd 

ihnii>(iiiif, Xtilioiiol Shit ( oin/xniif) : 

AnnTJea, advuntagis in ])roduelion. (iuthrii*,!t.56; (rates, 1014 

Belgium, syinlicaRs, high develojUiKMit. of. (iary, 998 

Combinations, eoiitrol by. Reis, 945. 9.‘d ; (biry,9Sr); (iates, 1(H)5.1023 

Dematid. inereaseand reasons. Reis, 950; (jales, 1026, 1027 

FiXj)ortatioM of.(ruthrii*, 956; (iai’v, 998, 1001; (iati'S, 1014-1018 

(Termany, conditions as metlmds, lal)or, etc.(Jary,998; (Jates, 1014-1018 

Prices— 

Average annual. Reid. 868; Reis, 945 

Market quotati^ms do not indieab* actual selling prices. Reis, 916 

Re(*(‘iit increase atnl its causes. Tliiirber, 22; 

Reid, 868; R(‘is. 950; (Iary, 990; (JaU'S, 102(5, 1027 

Structural steel, iniTeas4' in demand for. Reis,950 

Tariff, uchI of protection, disctissi'd. Ilavenieyer, 118; 

R<*js,947; (bitlirie, t(55; (Jury. 997, 998; (iat(‘S, 1013-1016 
Stock (sec also Off>itidiz<flKniy S}>t’/‘ufa/ioii): 

Banks, n‘fusal to loan on as coHatxna) . Dowe. 30 

Issue, control of, advocated. D<»s Passos, 1157 

Massa^'bnwtts laws as to. My<T.s, 1130 

Issue of new at market value, Massjicbusidts. Myeiv, 1132 

Manifiulation by false statements, restriction advo<-ated. (larke, 101 

J’aving in, provisiojis of laws eoneeniing. Dill, 1080,1082; 

Smith, 1121,1122; Nevins, 1111-1116; Myers, 1128,1129 
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stock—Oontinucd. 

Prcf^mid, isi^uo prohibited, Maspadiusetts. Myors, 112 P 

Property uiid .services, issue for. Stcison, P 75 ; 

. Dili, lOSO-IOHd; Klll^^!lU); N(‘viiiH, ILIO; Dos Puss«)s, I!(>(;,’! 1(17 

f^iirchase by corporutioii of its own stocks, jiistilicatioti.Stetson, ti71,1»72 

Quasi-])ubbe conipanic's, (“ontrctl of issue by MassacliiisetU.Myers, lldt) 

Ti'ansfers {see »S'/oc^’ (tmi ti‘((iisffi' Inuj/c.'t). 

Trusts of majority stockholders. Myers, lldl, li;U; Dos Passes, 117-t, ]17r> 

Dncertaiiity as investment. Thurber 7, 111, 20 

Stock and transfer books: . j , •, - 

Delawares— 

Provisions of law concerjiiiiff. Dill, 1079; Smith, 1120 

(’oinpliance. with law...Sawver, 1125-1127 

Faiiuri* to k<‘ep at princij)al otiice, New .lersey.Itvan, 1102 

Methods of kee])injr, n'^Mstratiou and trust comj>anics. Wood, 1090-1092; 

Hansell, 1095; Marwick. 1090; Darvin, I09H; Sawyer, 1125-1127 

New Jersey (lorporatiojis’ Agency. King 1107 

N(nv JiU'sey— ” 

Provisions of law concerning. Dill, lUTS, 1082, 1084 

(’oniplianc<‘witli law, discasst‘d. Rvan, 1102, Kdg(Tton, 1122-1125 

Reasons for keeping.;... j 108 

Stock dividends: 

Prrtliibit(‘d in .Massachusetts. Myers, 1129 

Stockholders: 

Books, examination of, right to. Stetson, 971; 

Moore, 900; Dos Passes, ll<>4-1108 

Examination of Ixmks sonuJimes annoying. ^uiry, 990 

N(‘W York, regulations. Dill* 1079 

New Jersev, regulations and their enforcement.. 1078-1099, 

1UI2-1I10, 1122-1125 

1 ixiniries; I 1 V ns; fi> holOimr.^ ..t' 1)01 lns;o loon loul 


Liability— 

Abuiition, a<lvocate<l. Stetson,974 

N(‘W Jers('y law. Dill, 1080 

Lists t»f, alphabetical, reijuired before annual meeting. Dill, 1078 ; 

! lansell, 1095 ; Ryan, ll(‘2; Sawyer,1120 

Methods of keeping, New Jersey. Ryan, !IU 2 ,Tl 02 

Mtadings, must bi' held in Slate, New Jersey. Dill, 1077 

Mjiv b(‘ held anywhere. West Virginia. (till, U)79 

Minority, possibility of opposing interests. Stidson, 974 

PnW(‘rs of. Di)S Pass(»s, 1107, 1108 

Pnitection by law undesirable. Stetson, 971 

Protect ion, (icrnian law. Luyties, 257 

l*rote<‘l ion of— 


Not specially pr<‘judiced by laws (O' Nmv Jersey. (uvry, 990 

Should ascertain condition of corporation befon* «-utering.. Sti'tson, 972,972 

IMust investigab' vahu* of assets. St<4son, 975, !)70 

rmlue, (‘vils of. St(‘tson,972 

Rights guaranteed under existing laws. Dos Passos, 1104, 1107, 1108 

Trusts of majoiily.. Dos I5issus, 1171,1175 ; Myers, 1121, 1124 

Strawboard trust: 

Kailuie through exivssive piices. 'riiurber, 0 

Street railways: 

(Consolidation, ngulalion "i eapilalizalion. 51 assaclinsetts. Myers, 1 l.ll, 1122 

Sugar combinations: 

A<lvantag(‘s of combination. (See /vv»noeo'<’.s.) 

Arbiiekle Ihos.— 

Reiisons for entering sugar business. Jarvie, 141 

Packages, sale of sugar in.bu vi<s 141, 140 

(Capacity of refinery.. ..Tarvie, 140 

Competition and effect on [»ric<‘S of sugar. Thurber, 0, 14,22; 

Dowe, 28,29; Smith, 57; Dosclier, 95, tlO; Jarvie, 128, 141,142, 144 

Attcmpls to jinrcliase reOricry .. Jarvie, 129, 140 

Coffee, eoni[>etition and prices uf sugar coiuimny. llavemcyer, 112,114; 

Jarvie, 140 

Markets and freight ..larvie, HI, 142 
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Sug'ar combinations—Con t i mi«l. 

Beet sngar— . Piige. 

Cost of reiiliinK less. Jarvie, 142 

Profit of luannfacture.Dowo, 2!) 

lYoduot of Cnited States. Post, Ifi2,1(14 

Bounties by States. Post, l(i4 

Puture dejiends on tariff on cane sugar. Havt^moycr, 128; Post, 1()4 

Excessive protetdion under ])resent tariff. Atkins, 805, 807,800 

Fanner receives little sulvantage from tariff. Atkins, 804 

tJost of ])rodu(dion in the United Statics.... Atkins, 805 

Drawbacks, rates of. linynitsky, 44,45 

Bounties on exjKtrtation— 

Bates granted bv different countries. Buynitsky, 52,58 

Countervailing duties. Buynitsky, 52-54 

Cermany, large production due to,. Atkins,810 

Brands, value of. Havemever, 110, 111, 118 

Brokers, employment in selling ... I’ost, 149 

tUmpaign funds, contributions to, refcrrctl to. Havemeytu’, 120 

Capitalization of combination (see tt-lso Cost of ri’lviwr'm, I'rojilx) — 


Capital stock of constituent companies. llavemeyer, 128 

Metbod of valuing and paving for plants.... Dosclier, 100,101; 

llavemeyer, 110,111,428,124 

PrefciTcd stock covers original cost. Tburber, 17 

Coo<l will and brands, value of. llavemeyer, 110, 111, 118 

Fairness of earning dividend on watere<l stock. llavemeyer, 1 IS 

Running cajiital, amount required and rate of profit. Dosclier, 01; 

Post, 152, b>() 


Clauses of combination— 

Excessive competition and unremunerative prices before...Smith, 71; 

llavemeyer, 128; Atkins, 811 

Closingof refineries. Thurlx'r, 5; Dosclier,‘.10; llavemeyer, 110, 121 

Coffee, competition of Ameriian Sugar Comjiany. Uavemeyer, 118, 111; 

.larvie, 1 10 

Commercial travelers, dis]ilacement by sugar eoiiibinatioii. Dowe, 20 

(lomiM^ting refineries (.see also .Irt/acCc/tow., />o.s'f7irr, A/o/tc/i/im/rr, .Wis/i, 

Nationnl, Sinrrkles) — 

History and effect on prices. llavemeyer, 107, 108; Post, 147-140,105 

Existing, names and capacity. Havemeyer, 10.8, 118 

Relation to American tiugar Refining Company.Tbiirlx'r, 14; Post, 108 

Attitudeof American Company toward. llavemeyer, 108, 120; Dosclier, .88, 80 

Advantage of large cor|X)ration in crushing. llavemeyer, 100 

Operation restricted by low prices. Post, 108 

Increiusc in number would not be Ixiiielicial. Post, 1.50 

Preference of dealei-s for particular brands.. Post, 140 

Successful competition not prolmble. Atkins, 811,812 

Coui|H!tition (see also PWcc.'i) — 

Exces.sive, leailing to formation of trust. Smilli, 71; llavemej'er, 128 

Reasons for excessive.larvie, 14.5,140 

Prices nuule, so low as to prevent. Havemeyer, 108 

CoojH'rage, coiniKititiou in furnishing. Post, 104 

Furnished by American Company to Arbuckle (lompaiiy.. Havemeyer, 128 

Cost of refineries, estimated. Dosclier, 91,02; 

Havemeyer, ill; Jarvie, 180; Post, 151, 1.52 
Cost of refining (see also l<h>nomie«) — 

Estimated amt discussed generally. Doscher, 88,08; 

Jarvie, 189,142; Post, 1.50, 151; Atkins, 8t)0,807 

Fllements to be considereil. Atkins, 807 

Amount of refined from 100 poimds raw. Buynitsky, 44,47—40; 

Doscher, 03; Post, 150, 151 

Present and past, estimated. Havemeyer, 112 

Reduced by comhinatior.. Havemeyer, 103; Atkins, 811,812 

Little reduction within five years.Post, 151 

Improvement in methods, recent.Doscher, 01 

Arbuckle Brothers...Jarvie, 130 

Relative arlvantages of diffiwent plants. Doscher, 100 

Foreign countries, reasons for lower cost. Hav(mn!yer, 10(1,107,133; 

Jarvie, 142,146; Post, 163 
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Sugar combinations—(V>nt iiuu‘(l 

Cuba— PaRc. 

ConditioiiH and aiiunintof production..,. Ilavcnn'yer, 128,129; 

. . 159, I66,d2 

Productimi, decrease through (‘ffoct of war. Atkins, 807 

linpoHsibilitv of coin|Kd.ing witli nnlaxi^d sugar. Atkins, 802, HOH 

Little capital Ix'ing iuveste<l in sugar. Atkins, 807 

Itesponsibility of United States for commercial prosperity. Atkins, 811 

Dividends— 

Amount of. ThurlxT, 15; llavemeyer, 1116 

Source of present, referr(3d to. Havemev<‘r, 1:12; Dost, lOo 

Jktscher, Claus— 

Former sah^ of n'tinery to trust. l)os<‘lier, 98,100 

('apacity ami cost of rebnery. Dos(rher, 91, 92 

Compidition of rclinery. Smitii,57; T)oHcb(‘r,90 

Attempts of American (Company to [mrebase retiiierv_ Doseber, 80,90,98 

Drawbacks. (Ste T^rljf.) * 

Kconomies of combination— 

Ability of different redinors combined. Ilavcim^yiT, 110 

T.arge plants, mlvantages of- Doseber, 91: llaveniev'e?*, 109, 110; Post, 151 

Closing of refineries.Tburber, 5; Doseber, 9t); llav(‘mey<‘r, 124 

Continuous working at full capacity_ Uavemeyer, 101», 110; Post, 151, 162 

• Kniployccs, reduction of numbiT.*. Uavemeyer, 110 

liaw sugar, purcluise when j)ri<‘es loW(‘st .. Post, 158 

Deduction of cost by combination. Atkins, 811,812 

Knglaml, ixdineries destroyed by connK'tition of l)eet sugar_ llavi-meyer, K18 

Kuro]>e, reasons for greater cluaimess of relining. } hwnu'yer, 106,107, l.‘>:i; 

.larvie, 1-12, 116; Post, 153 

(»hic<»se (see also Smidr licjUiiiiii ('(niifidini) — 

Ameri<'an Sugar Ketining (’om[)aiiy, relation to. Mas, 81, 82; 

1 lavemcv(‘r, 114 

Kxtcnsiv(3 use in sinijis. Havi'ineyer, 111 

Croccirs, wlmlesale (sei^ also — 

.\greement as to prices and rebates.. Thnrlx'r, 13, 14; 

Smith, 55-59; Doschcr, 95 

Excessive cutting <if pric(‘s In-. Smith, 55,66,67; .Iarvi<vl42 

Profits destroye'd by rectsil compidition of ndineries. Uavianever, 126 

Exclusive hamlling of tiust sugar not re(piired ... Smith,57,t)7; .larvie 142 

Uavemeyer Eld<T, capacity of ]>lanl and ec(niomy. iMst, 151 

Value <if brand. Uavemeyer, 111 

Hawaii, refining ol sugar in. Alkins,8l0 

(5uiditions of sugar prodnetion, duty, <‘tc.Vtkins, 801,802, 810 

l/abor— 

(-'onditions of work in relineri»‘s. Tlavcmcyer, 128, 12!*; Post, 161 

Cuba, c<mditions in... Post, 162 

Employiiieiit, effect of coml)inafion. Tburber, 5,23; 

Uavemeyer, 122; Post, 158, 161 

Oi^anization of workmen. Post, 163 

Unskilled labor <*hieflv t'mplovtsl. HavemeyiT, 128, 129 

Wages.!.*..TlMirber,5.23; Havemeyer, 128,129 

Lexow (Mmmittee, New York, testimony before, <|noted .. Ilavenieye?', 125, 126 

Ivouisiana, pnxliKdhm of sugar, pndection an<l (‘ondifions. Ihivnitskv, 49; 

Havemeyer, 130, 131; Atkins, 805,806 

Moll(mhauer Ivdiiu'ry- 

(kj>acify and cost. Post, 148,151,152 

Not now running at full capacity. Smith,57; 15)st, 154 

Keiation to American (kmipany. Smith, 57; 

Doseber, 99; Havemeyer, 12<); Post, 150 

Monopoly. (S(X‘ (hifpnt, Prirc.^.) 

Nash Refinery, relation of American (^>mpany to. Havemeyer, 126 

National Refining Company. Post, 148,150,151,154 

New York Sugar Relining (.lomtiany. (See J.> 0 i«:h('i\ C/<tux.] 

Output, refined— 

Amount and proportion controlled by <'ombination. Havemeyer, 107, 

117, 124, 126; Jarvie, 141 

Control of, as jairpose of coml>inalion, discusst^d_Haveim^ver, 125,126; 

Jarvie, 146; I’ost, 154,160 
Closing of refineries by conibinalion. Doscher, 99; Havemeyer, 124 
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Sugar combinations—Continued. 

Organization of conibination— 

Hintory of.,. Havenieyer, 109 

RelinerieH entering. lloscher, 99 

Change to eorixiration. Havemeyi'r, 109,124 

Articles of incorporation... 1257 

I*}ickages, sale in small, by Arbiickle Brothers.Jurvie, 141, 140 

Kelativc cost of different kinds. llaveiuoyer, 100; Best, 151^ 

Brices— 

Statistics, variations— 

Raw and relinetl, 1879-1898 . ThnriKT, 5; Ilavemeyer, lOH 

History and reasons of variations in margin. Ilavemeyer, 108; 

Best, 147*148, 1()5 

Western markets, changes in. l^ust, 1(>5 

Competition and cutting— 

Methods of cutting.. Doscher, 95,90 

Special cuts to dispose of surpliis stock. Bost, 149 

Policy of American {^Hiipany. Havemever, 118, 120,185; Best, 158 

Influence of com{x‘ting refineries in keeping <lown. Bost, 158, 159 

IvOuisianaand Hawaii,comjtetitionof.. Ilavemeyer, 180,181 

Arbuckle Brothers, cutting by.Thurlx^r, 14, 22; 

l)owe, 28,29; ymith, 57; Jarvie, 188,142,140 

Control by combination— 

Degree of, discussed. Tluirber, 14; 

Dosfdier, 95,90; Ilavtnneyer, 125,120; .\l kins, 811 

Method of fixing. Bost, 149 

Brinci[)les of trust in (ixing_Bost, 158; llavemoyer, 118, 120, 185, 180 

Reduction, recent, intended to crush coJui)cting rclineries. Dijscla'r, 

88 , 89 

Increase, intention after erusliing competition. Ilavcmeyc'r, 115 

Danger of complete control by one combination. B(>st, 159 

Effect of combination -- 

Discussed generally. Ilavemey(T, 120; Bost, 148, 105 

Reduced by. Thurber, 2,22; 

Smith, 70; llaveim'yer, 108; Bost, 150,105,100 

Bolicy of combination. Ilavemeyer, 110, 120,185,180 

Margin, amount necessary for profits. l)osch(‘r, 97; 

Havemeyer, 180; .larvie, 18tt, 140; Bost, 100,101 

Tariff, change of, eff(‘ct. IVtst, 148 

Brolits of refining— 

Losses and failures Indcre trust oi>>:anizod. Ilavemeyer, 109 

Fair rate, di.sciisse<l.. Doscher, 97; Havemever, 180; lN»st, 100,101 

Raw sugar, profits from changes in price. Bost, 158, HU 

High profits due to economies. Ilavemeyer, 108 

ITotection. (See TnriJ}'.) 

Railways — 

Apportionment of freights among. Ilavemeyer, 118 

Rebates and privileges not re(“eived from.. Ilavemeyer, 118, 112; Jarvii*, 142 

Frir storage at terminal points. Dosclier, 90; Havemeyer, 112 

Ibiw sugar (see also Bi’d s\iijar) — 

Bolariscope test, l)est degree for refining. Bnynilsky, 44 

Brofits by change in price. Bost, 158, 101 

Stoeks earrie<l on haml. I’ost, 152 

Wholesale gnx^ers do not handle.Smith, 09 

Amount of consumption and sources of siij)ply. Atkins, 808 

Cuba, effect of war. Atkins, 802, 807, 808 

Buerto Rico, Hawaii,and BhiUppines,sugar from, free of duty. Atkins, 801,810 
Ivonisiana, productiouin. Buymtsky,49; Havemeyer, 180,181; Atkins,805,800 
iToductiori— 

Amount of, <liffercnt countries, table. Havemeyer, 104 

Rerluetion of, causes. Bost, 159,1(50 

Sources of supply. HavemeyiT, 128; Bost, 152; Dos(dier, 90 

lymisiana sugars, su|H^riority. Buynitsky, 49 

lietiners, interest in production. Bost, 100 

Brices— 

Iiitiuences affecting. Havemeyer, 107; Bost, 158 

Effects of combination.Thurber, 12,28; Bost, 158; ilavemeyer, 107 

Amounts obtainable by producers of different comitries..,, Atkins, 802, 

807,808 
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Sugar combinations—Con tin uo< 1. 

• Kuw HU^ar—(.biitiniRul. 

Tariff raU*?^. r>uynit.«ky, 44 

Exccysivo jH'oicction to loral j>ro<lnc<Trt. 1 Invotiu'vor, 102, 

i:;i; AtkinH,‘Ko;5-80y 

Rol)atcs to (lealerp— 

Establisinnont, history. Smith,ott; 1 iuwmoycr, 12(5-128 

Metluxl d(.‘scri)>c‘<l. IN»>t, 1'vl; J laviMuoycr, 12(5-128 

Allidavit alauuloiHxl, roasuiis. Smith, oT 50,(57; llavcmoyor, 128 

Hates of rebate stated. Smith, •">(;, .\S, (5(5; Dtiseher, 05 

TJiiiform to all [mrebasers. Smith, 58 

Freijiht raU*s, adjustment of ]iriees fnr <-(|iializiti^. Smith, 58 

Cn(tinj?of prices still c(mtinues. Smith, 5S; 1 lavcuu vcr, I2S; Cost, 154 

(k>miK‘tition of new retineries, effect of. Smith, 57,58, (57 

Arbiicklo and Doacher relinerics have establislu-d syati*m_Sniith, 57, (57; 

• .Tarvie, 147 

Illinois and Ohio, special system adopted. Post, 155-157 

Refineries (se<‘ also Vominlnuj riJiinTh s) — 

(’ostof })lants estijuated. . Doseber, 01,02; 

I lavi'iiieyer, 1 n ; Jarvie, liltt; I’est, 151, 152 

Senate committix:^ <m bribery, testimonv In'tore. Ilavemey('r, 125 

Siriif)— 

* (Quantity obtuimxl and value. Doseber, 01; Post, 150, J51 

Tariff on. Puynitsky, 44 

Drawbacks on exportation. I’•llyuilsky, 4(5,51 

Spanish war— 

Kfb'ct on com lit ions of stitrar business. At kins, 8()1,802,807,808 

Sprei’kels n'limu’v, caj'Ucity ami economy of opcratioii. INtsl, 151 

Cdmpelition of. lIavem<'\aT, 108 

Tariff - 

Kates existing:. Puynitsky, 44 

Comilcrvailing duties— 

S(4iedule of rales. Puynitsky, o2, 58 

Kates satisfactory. Post, 157 

Differential duty, relined— 

Amount of, estimated. Kuynilsky,4(5-10; Post, 1(51, if52 

(.'onsuimas md injured by. Puynilsky, 40; Atkins, 808 

Protection lias bnilt up relining industry. 1 laveiin-yer, ^33 

Kureign eomiKditioii at lu'ese/if exehaled, reasons- llavemever, 130; 

.larvie, 141, 144; Post, 157 

Imjiortatioii of fonugii sugars, eonditions favoi-ing. Post, 157 

InsulHeienev of present. llavemever, 102, J0(t, 11->, 118, 132; 

.)arvi<‘, ! 13, 14-1; Atkins, 80(5 

Increase detrinn'iilal to refiners... Post, 1()2 

Keclnetioii of, idfi'ct discussed. Ibnaam yer, 115, 132; Jarvi(‘, 145 

Foreign eomoelitlon, elieaimess ol pnxluetion. llaveineN'er, 100, 

107,133; .larvie, 142,14(5; Post, 153 

Drawbacks— 

Kat(‘s ami im-lliodsol fixing. Puynilsky, 44—1(5,51 

Hawaii, re(riproeity treaty with. Puynitsky, 54 

Raw sugar— 

. Puynilsky, 44 

P^xcessive protection and local e(>mpetition.\tkins, 803-800; 

Havemeyer, 102, 113, 130, 131 

Present duty ebielly intemied to jiroteet beet sugar. Atkins, SOI 

Farmer nreives littlendvantagi^ in in iee of beets... Atkins, 804 

High protection niakes improvements in pnxiiietioii mmeee.s- 

...Vlkins, 805, ROO 

Rtmioval would not aff(‘et n4iners... Atkins, 807 

Keiimdion by treaty as to Pritish eolonies.. - - Atkins. 801, 802 

F5ffect uf Siiaiiish war on rab‘s from different eoiiutru‘s-Atkins, 801, 

^ 802, 807, 808 

Internal revenue tax lo offsel, advoi’ated. ilavenuyver, 102 

Stoeks on band, infimaux^ of (4ianges. Post, 158 

Western sugar refinery, ownershi]*. llavemever, 113 

Tariff: 

Competition, effect in increasing. llavenmver, 137 

Comoination, canso of.. Havemeyer, 101,11(>, 118,13:>, 137; (larv. 900; iss, 1046 
Not cause of tin-jdate combination. Reid, 8Sl; (JriHiths, 012 

S3a-82 
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Taxiff—Contimiod. „ ’ 

Cost of living and wages in America and Europe.,V ^ ,2:1 

(ierraany.govermncnt assistance to exportation..... . tiates, lUlO 

Monopolized articles, reduction or removal of, discussed ...... Ifuymteky, W; 

Klee, 7:(0; tiary, 098-1000 

Monopoly, protection should not permit creation of... flary, 999 

rroUs'tion needed in certain industries.(lary,998,999 

8 hcars, protection necessary...Wiss, 1040 •' 

Steel, necessity of protection, discussed. llaveineyer, 118; 

Hois, 947; (luthrie, 955; (lary, 997,998; lliites, 1018-1016 

Suear, raw, effect of. llaveineyer, 102,113,130,131; 

" Post, 148,158; Atkins, 801-808 

.. Buynit8ky,44 

Sugar, relined— 

Countervailing duties.Buynitsky, 52,53; Post, 157 

Effect and sullicicncy discusseill. Buynitsky, 46,4tl; 

llaveineyer, 102,106,115,118,132; 
Jarvie, 142,146; Post, 157,161,162 

Kates. Buynitsky, 44 

Ten pi-r cent uniform d'utv, suHicient for jirotection. llaveineyer, 102,106 

Tin plate, effect and need' of. (iraham, 854, 855,861; 

* Iteiil, 878-881; (Irifiiths, 909,910,915, 

921; (ireer, 926; Taylor, 934, 940 

Tnisls, lobbving hv, to influence. Tluirher, 15 

Chief cause of'.. llaveiiieyer, 101,102,116,118,133,137 

Inlieritauce tax as remedy for comhinafions. Bee, 296 

Taxation of corporations: 

Assessment, evds of arbitrary. lull, 1081,1082 

Congress, lowers regarding. Allen, 1207, 1208; llnffent, 121 1 ,1^18 

flonslilutionality of speeial taxes on trusts. :r,;i 

Delaware, rales and advantage.. imtii, 11-- 

Enfoicenienl, dillienlty of...- --- - - ■ - - - - • - - - - - he'*, -■>' 

Kedeial (loveriinient,control by ineansipt. Allen, 11.M; llnffent, .17, 1-18 

Cradnated tax, legality of. Allen, I-Oi, 1J 8 

Illinois, ine<iuality in.-. 

Internal, on proiliiets of trusts, advoi'ated....- - -_ 'dl 

■ Interstate coniineree, ftate can n..t lax corporations as reganh. llnlfcnt, -13 

.lustificatmnof sp.rial, ilisciisscl. Ihurbcr,!,; Dos Passos 1172 

New York, franiddsc tax, referred t.p.-. 

New Jersev, rates of tax.. IhH,'686 

lleasonalileness, cause of organization ol corporations in. 1 liurber,-1; 

(lary, 996; Sletson,!)7r); Dill, 1081 

(lino, franchise tax described.. 

(Irganization tax, ]iro rata, i lieek on overcapitalization. 1 liurber,-1 

Profits, conliseatioii above eertaiu rate, ilepreeatcil. Ihurbcr, 17 

Taxation of spirits— .i xt n »o- 

Alcohol, rcinissiou of tax when used m arts or exporte.!. . MeAuita,--! 

Boer anil wine, increase advocated. ' ^.7.) 

Capacity tax, injustice of.....-. ii"'•/«’ oil 

Disci im'inating taxes against olticr countries, advocated. yh-NnIta, --8,--.1 

Exportation, liain)x:rcd iiy regulations...- i^''uNu ta, —-3.); 

‘ Cook, 245,248; Bradley, 824, 828; liicc, 84(), 849 

Illicit niannfactnre, encouraged by Idgh rales. . 

Cook, 24:!; Bradley, 824-826;_Hicc, 841-848 

Kates, rednclionof, advocated. 

Lnyties, 252, 256; Bradley, 824; Klee, 841-844 

Sliould lie iiroportionod to amount of alcoliol. Jle.N'nIla, 225,226 

•Stiirage and transportation, idiaiiges ill metliod advocated- Mc.N'nIla, 228-230; 

Bradley, 828; Klcc, 848 

Graham, 859; Kcid,868; Taylor, 941 


Tin; 

Prices.- 

Tinplate. (See Ainerinm Tin I’lnte ('nmpavy.) 

Tobacco: , ■ 

Commercial lrav<4crs, displaccinent by condiination 
Dealers, rcbatc.s for exclusive liaiidling of product.. 


.. Dowe, 29 
Tliurber, 14 
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Trade unions; 

Advantasos and disaflvantaRCN (n w(,rkmon, iliMciss,..!.... lUivcincycMni.'Tl!)- 

Monopolistic character, discussed on, oil! 

Rapid'.tcvkdopmentami . Allen UPH-VihO 

Kecoguition by cumbiuations.. ^ 'l^srPIT 

Graham, S.5:i; 'Rcid',HH<); ( iriffitl'is, ( 101 - 1 ) 07 ; Greer’ 02 r’ 
Tramp corporations: '"Y.‘JSS; Gates, 10)1; Dodd, lO.lo; Wiitrous,'lOlH 

Definition and evil. , m . _ 

Trust conference, CEicago: Jy 

Conclusions, referred fo 

Trusts; . IVsos, I ir,7, 1158 

Adv.intage of form of organization. D.is n.ii nro 

clement of, neees,«iirv to cobstiliiO' . ' .’Allen’ IISO 

Definition of terin as at present applicable. .Vlim, 8 ’ Is” 

Early I-.ngliah religions and similar trusts. . Im, liw 

Existence denied . .R.'.oVn'cV.''li' i i. ' 

Financial inU'resfs, eombinatioii must include... ' ’ ' Ai'p.'i'^’nsT 

Illegality, held by courts. .ii"' i ’ 

Legal signiiieaiice of form.. j? 

Monopolistic purjiose of early English I rusts ... . " Alien’n 7 <) 

Monopoly purpose of creating must .‘xist..Vli,',, w ’ « 

Origin of the trust form. .Vl ' 

Overeapilahzation, evasion , .f lams tli rough .!!!!;!!!!! 1' li ^ci;; [ pi j',, g"' \ 

Secrecy of fiirni ot orguiiiization. D,,.., Pass'os, 1111 ; Allen’ 1170 

Trust agrei'inent. Distillers and Gattle Fi'eilers’ Trust. McNult-i lo’s-eon 

Istandard Oil Cuiupanv. ' ' ir,.,. 

Type founders: ' . 

Conimercial travelers, ilisplacemeiit )iv combinalion.. eo 

Voting trusts: " . i'o\m,..i 

Impose and character. Dos P.assos, 1171, 1175; Mvers IPII ipu 

I ureOil timiiiany. (See under.SVmn/crd OiV Com/wm/.) 

W ages, effect of combinations on: 

Ailvances madi* for jiiirpose of disarming ni,p.,sitioii.Dome :i:i- bee ‘W 

American lin Plate Oompany. Gial'iani’ 8.5:{’8ii:'- 

. Ueid, 81)0-871,870; Grilliths’, (HO 

jOnencan Steel .and Wire Coinp;ui.y. ip.tes, 1011,1012 

Lrfo.-rs .^'iicrally. (i-,rlu‘ m 

jiirrcasi- (lirouKrh conilnnation. TIuubar. r>, ^V; Mo.,re! <1(55 

liitoniaUoiiul Silver Company. l>o.l.|, I052 U)56- 

XT*- ,01 Watrous, J0l34-100(;; 1072,1074 

Na lona Shear f ompany... ypiss, 101.5 

National Stool CVnnpany. 

OfIieials,.salarie.s of, saving hy. Dome, ;17; < iar.\', 08;>, ooj; i iaO^s ’k>20 

Kates paid by eoiiihinati.Ill not higher.' ’ p,.,’, ojin 

Kates, fair, due to policy.... .. |7,.’ 

Sugar comliinatioii.....'. f hiir'lHT, .5, 2;i;’ Vlavi-’me’ve'r 128’ p>0 

VV hisky eombmatioiis.' ciarke, 185 

Wealth: 


Coiieeiitration, advantages to piihlie. Tlnirliei-, IS; Clarke, ISO 

Distrilmtioii, e(|U;ilitv iniiiossihle.Thtirhe’r, IS 

Dislrihiitioii, inere;l.se hy eomhiiiution. Dos Passos, ril).5 

Importance of ineentive to :veeimiulate. Des I’as'o" 1105 

West Virginia: 

Agents of corporations in Stale, re(|iiireiiieiits e(i:ieeriiing_ Nevins, 1112,1115 

Gapilal, limit and jirovisioiis as lo |i;iyment. Nevins, 1111-1110 

Gor])oralion laws, deserihed... Neviiis, 1111-1118 

Advantages of. Nevinsi 1117-1110 

Liberality of.. King, 1110,1 111 

Corporations, roving eharaeler of. Dill, 1078,1070 

Tiixataoii,priivi.siiiiis eoneeriiing. Neviiis, 1118,1118 

West Virginia Corporation Trust Company: 

Methods of business . .Xevins, 11 i i 
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Whisky combinations; 

Historiojil sumnmry of trust and corporations.•••-.-. 

Advantages of condnnation. (See ICconomics of romhinnliou.) 

Adulteration, freedom of cheap whisky from unhealthful.Clarke; 170,180; 

McNulta, 205,‘ 2 : 10 , 2:11 

Aging of whisky, losses by evaporation.Clarke, 182,183 

American .Spirits Manufacturing Company— 

< irgimizutiou and purchase of property of Distilling Company.. McNnlta, 2:i5; 

Rice, 831,8:12 

Capitalization and value of plants. Clarke, 175,17(1; 

McNulta, 235; Rice, 832, 833 

Stocks, value of. Rice, 8:1,1 

No umine secrecy in business. Rice, 840 

Business never tlonrishing.-.- — -. Rice, 840 

Stockholdera nearly unanimous for fiiither (;onsolidation. Rice, 840 

Barrels, waste and injury by storage in. McNulta, 228-2:10; Rice, 848 

Brands, eaiii distillery continues its own... McNulta, 204 

Importance as regards beverage whiskies . .. Bradley, 820; Rice, 845 

By-products, relation of cattle feeding to distilling. Clarke, 108 

Drying' of residue for feed.Luyties, 258 

Capitalization— . • . . ,>r 

Amount of capital of diffeivnt companies. Bradley, 818; Rice, 8:14, 8 .I 0 

American Spirits Manufacturing Company. Clarke, 175,170; 

McNulta, 235; Rice, 8:12, .833 

Distillers and Cattle Feedei-s’ Trust.Clarke, 10!), 170; 

McNulta, 103-107, 201 

Distilling anil Cattle Feeding Company.t'larke, 173; McNulta, 195, 238 

Distilling Company of America..Bradley, 819,820,822; Rice, 838 

Kentucky Distilleries and W'arehouse Company. Bradley, 81.8 

Standard Distilling and Distributing Company. Clarke, 177; 

Cook, 240; Rice, 834, 835 

Cattle feisling, relation to distilling busineas. (Ilarke, KjS 

Drving of residue, advantages. Luydies, 2oH 

Causes of combination (see also Eronomux of ivinfihtoliftn)- - 

Kxcessive compidition. Luydies, 2.55; Bradley, 828 

Com|ieting distilleries— 

NumlxT and proportion of output— ,,0,-, 

Number of independent spirits distilleries. Bradley, 81(_), 817 

Kreclion by distillers formerly joining trust-- Mc^Nulta, 107,218 

Con.struction due to excessive prices. McNulta, 207; l.uytii'S, 2i)l 

Output, riresent tiroportion controlled by. Clarke, 178,180; 

Cook,‘248; llrailley, 814, 815; Rice', 835, 83(1 

Meridianis’ Distilling Comiiany. Coiik, 244j 

Luyties,‘2.55; Bradley, 815; Rice, 835 

Purclntse by combination lUiscribed-Clarke, 183,185; McNulta, 197,210 

Managers, payment of salary to prevent competition.. McNulta, 203,218, 238 
Competition and effects of— 

I’ricesand profits cut by - Clarke, 170, 178; .McNulta, 208, 209; Luyties, LMl 

Advantages of moderate capital. Luyties, 2o5 

Brefereuce of purchasers for indeiiendents. Clarke, 184; 

Cook, 245; Luytie,«, 2i)3 

Buriiose of earlv coinbinalions to control. Me.Niilta, 238, 240; 

* ‘ Cook, 24(1; Rice, 83() 

Policy of preaent combinations as to. Bradli-y, 814, 81.‘», 82i; Rice, 847 

Cost of iiroduction iiiust lie reduced to prevent. McNulta, 217, 240; 

Clarke, 1.80 

JVices, cutting by combination. . . Clarke, HO, 18I--b8.1 

Special cuts to customers of competitors.Clarke, 170,181-183; 

McNulta, 208; Luytie.s, 2.53; Bradley, 81.5; Kiee, 847 

Special cuts abandoned at present. Bnulley, 815; Rice, 847 

.Advantages of trust in underselling. Luyties, 2o3 

Compounding of wbisky. {Hvo IMifimhon.) 

Consumption of spirits, increase in |iros|H;roiis times....... ^ 

Corn, effect of conibinatioii on jirice... riiiirticr, 12; McNulta, 2.19 

Plan to increaac price by developing distilling.. McNulta, 22o, 220; Ricc, 
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Whisky comhinations—Continued. 

Coat of prodiiotion— Pngc. 

. Average for diatiUeriea in eoirdiination, 1801-1805. MeNulta, 211-218 

(Vwil.costof.Clurke, 185 

Ann of i)reaeiit combinationa to reduce. M<‘NuUa, 2-10; 

Bradlev, 81-1.815, H27; Kice, 847 

Reduction only means of controlling market.1.McNulta, 217,240 

Reduction, Kentucky wbiskics... Bradley, 827 

Cost of distilleries, estimated.■. Co<jk, 240 

l)ialill(*ra and (.’atlle F<‘eders’ Trii.st— 

Capitalization and value of plants... (Harke, 100,170; .McNuila, 1!);{-100,201 

Capitalization of constituent <li8tilleries. MctNulla, 108, 104 

Conduct of Imsiness— 

(dosing of plants by.Clarke, 170,175; McXulta, 208,210, 218,288 

Distill(iru“s, a<lditional, piirehase of. McNulUi, 107 

Kffectof distillers whoentcreil*. McNnlla, 28t), 287 

Records and papers, destruction. McNulta, 105,196 

Divi»lend.s, rates and proportion toa(4ualcost. Clarke, 187 

Organization and history— 

Method and form of organization.Clarke, 169,170 

Distilleries entering trust, list, etc. McNulta, 108-107 

• Trust agre(‘meiit, syno)>sis. MeNuKa, 108--2(X) 

Illegality of trust form. . (4arke, 174 

(Miange 'to eorporation. (darke, 171.178; MeXulta. 218 -224 

Bill of sale to Distilling (’om])any. Mi Nulta, 221 

Trust <*erti(ieafes, method of issm*. MeXulta, 108-100 

I'duetuations in value. (daike, 174 

Trustees, nanu's of. McXulta, 198 


Legal j>osilion and powers. (darkt*. !(>!), 178, 174; McXulta, 189, l',>0 

High prices receive<l for distilleries belonging to. .McXulta, 200, 201 

Distilling and Cattle Feeding Company— 

<’a|»ilali/,alionami valueof [>lanfs,<iiscnssed.. Clarke, 178; McXulta, 195,288 

Bonds, anaaint issue<l and jnirjMjses. McXulta, 195 

C^)tidm-I of business— 


I'nsluct.s mannfacfiinHl by. .MeXulla, 195.'JOl 

IMetliods of controlling constituent <listillerieH. McXulta, 20t> 

Kecords ami pajiem, <liinculty of securing. Mi-.Vnlta, 195, i96 

Salary, montldy account... McXulta, 224 

Dircc((<rs, election of first.. Mi Xulla, 220 

T>ivi<lcnds jind profits. McXidta, 210 

OrL^anization, historvami metliod. Claike, 171,178; 

McXulta, 195.218-224; Uice, 881,882 

Hill of sale of I>is(illers’ dd’ust to. McXulta, 22! 

Receivership, liistory...(dark, 175; MeXulta, 192; Rice, 881,882 

Rolicy T<*garding pri4a‘s. McXulta, 208-210 

Reorganization, ditliculty in accoinjdishiiig. M4'XnUa, 210 

Sale to American Spirits Manufactnring (Vanpany. McXulta,285 

Stocks, subseripti<iiis for. McXulta, 219,220 

N'ariations in valiu*.. McXulta, 207; Ki<‘(‘, 888 

Speculation and matupulation.. (darkc, 174,17;); 

McXulta, li)8,209,2bl; Rice, 882 


Distilling and Cattle Feeding ( Mmpany r. lN*ople, case referred h>.. MctXulta, 216 


Distilling Company t)f Aimu-ica— 

Incorporation and purp4tses. Bnulley, 819; Rice, 887 

Capital, amount issuetl, and disposition. Bradley, 819,820; Ric e, 888 

IC.xcbange of slcK'k for stock id' constituent com[)anicH-Bra^llcy, 819-821; 

Ric(‘, 888 


Annual interest cluirg(‘4l, effect of combination. Bradh^y, 822; Rice, 888 

New Jersev, reasons her incorporation in. Brmlley, 828 

JToinotera^ profit from organization.BradU\v, 820--822; Rice, 888,889 

Holds stock of other companies, does not operate... Bradley, 819; Ric^e, 887 

Advanh^;e of consolidating different branches of trade. Bmdley, 819 

Distributers of spirits (‘Jce also Nfdijhtfiov) — 

List of leading. M^ Nnlta, 206 

Rectilieation and compounding by. (darke, 180 

Itelatiuu to combination. McNulta, 206,210; Cook, 244; Clarke, 188; Kic'e, 885 
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Whisky combinations—Contimied. 

Distributers of spirits—Continued. 

Association and inoor|)oration of. Clarke, 188 

Enaction of distilleries by... - -.Codk, 244 

Dividends, paynuuit by different distilling combinations. Bradley, 822 

Economies of combination— 

(lenerally— 

Advantages of combination, generally, discussed.. Clarke, 188,184,186; 

Luyties, 255 

Eifieiency of management, relative. Luyties, 255 

No advantage from merely <u)iiibining scattered distilleries. McNulta, 288 

Kentucky whiskies, n.‘duetion of cost of manufacture.Bradley, 827 

Continuous oiieration, closing of plants.Clarke, 170,101; 

McNulta, 208; Luylies, 254 

Foreign markets, advantage in securing. Clarke, 184 

large plants.‘.Clarke, 184; McNulta, 208; Luyties, 254 

Luaitiun of plaiils— 

Favorable places sought by combination. McNulbi, 201,202 

(losing of badly loeate<l distilleries.Clarke, 170,191; McNulUi,208 

H(‘lation to raw material. McNulta, 288 

Processes, increjiseil production bv improved. McNulta, 202-204; 

Jiradicv, H26 

ICxperiimaits, improvcnuaits in yeast making, <*tc.(Harke, 186,187; 

McNulta, 202 

Purification of spirits by improved. McNulta, 204,205 

Uaw matiTials, saving in purchase. Clarke, 184; McNulta, 201 

Salesmen, advertising, ete., .'^aving in... Bradley, 829 

SuperiiiOiKlence, re^lnction of amount requireil. McNulta, 208 

Transi)ortation, advantage in, <liscasse4l.McNulta, 201; iiUyties, 254 

Exportation— 

Surplus output exporte<l at loss. (Marke, 109; McNulta, 200 

Keasonsforsmallamount. (‘ook,245,240; Mc.Nulta,285 

Bcuelicial effects on thcjiriceof eorn. Ivice, 840 

Largo foreign cousumptictu (4’ alcob«)l. Bra<Uey,82H; Rice, 817 

No tax leviiHl on spirits (“xporteil. Cook, 240 

Kemission of tax in ease'of, advoi-ated. McNulta, 227, 229 

ilindered bv obstructive tax regulations. MeNulta, 285; 

. ' Cook. 245, 248; Bradley, 824, 828; Rice, 840,848 

Bonded-warehouse systc'iu, deserijUion of working. (Marke, 182,188 

Bevenige whisky exj)orti“d temporarily to evade tax. Rice, 848 

(nTuianv, control <»f whisky ontjmt by (Joverniiient.Luyties, 257 

Gin, proc(;sa of manufactun* dc^scrilM'd. McNulta, 204 

On*at Western Distillery, cajia^-ity and advantages. McNulta, 217 

Green r. I’nile^l States, case referred to.Clarke, 188 

Gn'enluil, J. B., charges against. Clarke, 175 

Illicit distilling. (See '/'((.ntlion.) 

liulividual ownei'S, r('tluei‘<l to mere iigents by trust.(8ark(‘, 181 

Kentucky, Distillers’ and Wareliousi* Association, refero-d to. Clark, J88 

Kentucky Distilleries and WarclmU'C Company— 

Hist(u*v of organization, capitalization, etc. Bradley, 818 

Purchase (4* <listilU*nes, prices, ete. Bradley, 818 

Proportion of Kentucky output controlled b\. I’rjKlley, 818; Rice, 880 

Kentucky whiskies- 

Necessity of aging. Kicc, 880 

Imi)orUim-e of brands. I^riulley, 829; Riire, 845 

(9ieap grade, manufaetnre l)y eoinbination. Bm<lley, 82t> 

iVices, possibility of maintaining Ingh. Bradley, 829; Rice, 845 

R(.‘duction 1 >y combination. Bradley, 827 

Quality improved by couibination. Bradley, 880 

I^lxir— 

Displacement by combi.jRtion.Clarke, 185; McNulta, 208; (^ook,249 

Organization of workmen. (darke, 189 

Wages, increase in certain caws. (llarke, 185 

l»bbying, use of funds by trusts. McNulta, 285 

McNulta, John, actions as receiver of Distilling Companv.Clarke, 176; 

McNulta, 192-196,208 
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Wliisky combinations—(loiitiniiod. 

• New Jersey, aitvantagcM (if incorporation ill. llradlcv K'':i 

Distillnij' companifts liave complied witli law.’ ^ iiiadic'v X'':t’s”'-! 

Output—production— . ■ - ■ - 

Amount and relation to consumption— 

Total for (Jiiitt'd States and for conihination, IS'.Kt-lsiil... McXuUa.'iiri 

Spirits compared with “straiuld” wliisky. I.uviles tidS 

Stocks of spirits on hand.. (’ook.'ilT 

(Capacity excessive.. Cook 'Jiri,I’Hi 

Consnniption per capita. I.nylies. L'd2; iticei st.'i 

Increase, jHissdliilily hy clianjres in taxation.’ McNiilta, 22r)-2:;o; 

. ( oi)k,2l;>: Sl(> 

Avorajic yield iter Imsliel of corn.... McNiilta. L’l-'); )’>ra.llcv.,s2d; ldcc,SI4 
(/(►ntrol by conibiniitifnis. (S(*c also A'/ Wc siislrm.) 

l’ur|)osc of combination as to control.... McNnIin. lMS, 240; 

• ('o<ik,2b>; Jticc, SdO 

K(4>ate pystem intcnd<*d to control. McNbilia, 207 

IdniitatifUi iunlcr ]>ools. Ckirkt* los'b;o 

American Spirits iMatmfacliiriii^r (\nnpany, cfiiil roi bv. Clarke’ 170 

J)islillcrs’ trust, control by.‘.'. Clark(\ 170 

(’ontrol by K'lusin^^ ^nountl of flislilicries. MeNuha. 210, 21.s’20S 

. Sales by trust, monthly, lsso-lS!)r>. McNulla, 214 

Ibslilliiifr und Cuttle Fcc<ling Coni[>anv, control bv.\le.\ulta, 212, 

210. 2'15 

Distilling Company of Annu’ica— 

1‘rojMirtiou etmtrollcd by. ( iarke. 17S, ISO; 

Cook,24.S; Bradley, Hbl, SIO; K’ice, SOO 

Kentucky wliiskies, projiorlion controlled Itv. I>ra'll(*\',-SlS; 

Rice, S2>t» 

Nundier of present eornpetinfr plants. I’iadlev. s|(i, sl7 

l‘'>li<'y of ...' Rice, s:‘>0 

('ost of production, cheapcnin^^ propi*r im'ans to c<»nl lol.. Mc.Vnlla, 207 

Pools of flistillcrics, bislory and wurkinjj:. Clarke, los, ii;*); 

.Mc.Nnlta. 200; Cu.ik,241 

Prie<.‘S-™ 

Averajrc monthly, 1R.H4-1S00. i;rafll('y,*S10 

Avera^^* ijnarterly, 1001-1805. McXiilta. 211 

Variation accordin*; t«» iirice of eorn. MeXiilla, 200 200 

Brands, sjiecial, iiilbieiice (*n. C’larke, hso; BiTullev, .S20; Ricc,K15 

Control by eombinatioiis. (S<h' alsit Rrhuh' 

Dt'gree and effect, earlier conibinatifois. ( Iarke, 10<); 

.Mc.Nnlta, 207; ('ook, 240 

!*resent policy rofrardin^r. Bra<lley. S14, si'), S27; Kic(',S47 

Purpose of trust to control. Cook, 240 

Distributers, lixin-^ of prices. (Oarki', ISO, iss; 


M<-Xnlla, 210; Co.ik, 2-12, 24(), 250 


Stock sp('cnlation, influence in Im'akin^Mlown... .McNnIta, 201), 210 


Joint ajjri'emenf of receiver and compel ini'’distilKnies. Mi'XnIta, 20s, 21i) 


Staiidar<l Distill in;: ('onipany, al tempt to secnn*excessiv« . ('ook, 24s, 210 


No discrimination in favor of connKHindcrs. BradK'y, (S2S 

(’nttin;: of— 


Com)K*tinc; distillers, enttin;: l»y. (4arki‘, 170,170,17S, ISl-ISO; 

Bradley, S15; Riec, S47 

SjM‘(rial cuts 1o cnslomers of eompennp: distilKTs.. Clark<‘, 17(k lst-is:>; 

MeXnlta, 20S; Buy ti(‘S, 25.2; Bradley, Sl5; Rice, 847 

Almndonod at jiresent. Bradley, (Sl5: Rhr, 847 

Effect (d* clianp'S— 

On dcaU'i's and consumers, discussed...Clarke. 178,170; 

MeXulta, 22«); (’ook, 242-245; Luyties, 250; Bradley, 820; Rice, 840 

Special brands, idfect (jf changes in }>nce. Cook, 243, 245 

Effect of combination— 

Distillers’ trust. (diok, 241; (Iarke, 171,180 

Vhirialion in propi>rtion to t)rice of corn. Bradley, 827; Rice, 847 

Reducti(m, recent, due to competition. Buvties, 254 

Present policy to rednct‘. Bradley, 814,815,827; l[\ico,847 

Kentucky whiskies, pussibilitv of maintaining liigh.J3radley,829; 

Rice, $45 
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Whisky combinations - (^mtinucd. = 

1 Vi oes—Con t i niici I. I’nge. 

Margin of jn-olit, proper ainonnt liisrnased. McNulta, 238; 

Cook, 240,248,249 

IVoeosaos of niannfactnro, (iesorihod . Clarke, 168 

Iniprovcanoiitw by combination. McNulta, 202-205; 

(larko, 186,187; Bradley, 820 

lVi>fits— 

(I r'cat tluctnationa in. Bradbn', 828 

Bosaibilily of .securing bigb. Cook, 246 

IVoper amount i)cr gallon. McNulta, 238; (Viok, 248, 249 

nistillcrs' trust. Clarke, 171,181 

Distilling anil Cattle Kceding Congiany. McNulta, 211,212,213 

Individual distilku-s bave mostly losljiy coudiination_ McNulta, 230,237 

I'rouiotion, prolits from, Distilling Companv of America. Bradley, 820-822; 

• ‘ Kice,838-840 

(inidity, improved by combination. Bradley, 830 

liaihvavs, I'ebales and s|)ecial rates.(darke, 184; McNulta, 201 

Kebate system— 

History and description. Clarke, 171,172; 

McNulta, 210,211; Cook,241,242; Bradley,,813 

Form of vonebers. M<'Nidta,200 

Kales allowed. Clarke, 171,172, 181; 

McNulta, 207, 210, 211; Luylies, 2,50; Kic(\ 834 

Total amount by years.McNulta, 210, 211 

istanilard Distilling (Company, .system under. Clarke, 181; Cook, 244 

American Spirits Manufacturing Companv, discontinued by.. McNulta,207; 

Brad‘ley,8l4; Rice, ,814 

,\bandoncd by iircscnt combination. Bindley, 814; Kice, 847 

Control of dealers by means of. Clarke, 172; 

McNulta, 207; buytics, 2,51; Bradley, 81.3 

Objection of recliliers and wbolesali' dealers to system_ Clarke, 1,80, 181; 

McNultv, 207 

Advantages to distributers belonging to trust. (bok, 244 

Use of rebate fund for buying distilleries. Clarke, 172 

Failure of trust to pay rebates. (look, 242; Luylies, 2.51 

Bonds issued to protect bolders of rebates. Clarke, 173 

, Kectitication aud conijoimdiug— 

Kroce.s.ses and prolits. t^larke, 179,1.80; 

Bradley, 827; Kice, 835 

Cb.aracter of whisky made by. Mc.NnIla, Li>.5; buytics, 2.56 

Iniiiorlance of control of business to ilistillerics. Kice, 835 

l’ro|iortion of busine.ss controlled by combination. Kice, 835 

Kectitlers (see al.so />57rde//,T.s') — 

(tbjcction to dealing with combination. Clarke, 180 

Distilling Company makes no di.scriiuinalious in sale. Bradley, 828 

Kelail dealers— 

Brices, effei t of cb.anges ppon. Clarke, 178,179; 

McNulta, 236; C'ook, 242-245; buytics, 2.56; Bradley, 830; Kice, 846 

Profits, amount estimated.. Clarke, 179 

Kye whisky — 

.Source of raw product. JTcNulta, 202 

Importance and mnrdierof brands. Kici', 837 

Purcba.se of distillcric.s by combination. Bradley, 822; Kice, 837, 839 

Output, proportion controlled by combination. Bra.lley, 818; Kice, 837 

iShiifeldt Distillery,s|)ecial producbsandrcasonforpurchase by trust.. McNulta, 204 
Speculation - 

Tnist I’crtilicates, extensive apeenbation in. Clarke, 174 

Oflices of Distillers’ Trust, maidpulation bv.(llarke, 174,175; 

McNulta, 198; Kice, 832 

Influence on prices of spirits. McNulta, 209,210 

Spirits— 

High wines and proof spirits, signi(lc,ance of terms. Bradley, 827 

(jnantity produced compareil with “straight” whisky. 1-uyti(«,2,58 

Marketable immediately, uses. Clarke, 168 

Imiiortance of reclilication and distribution. Kice, 835 
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'ftrbiskjr combinations—Oontimied. 

Spirits—Continneii. 

(Jliuriic.tcr of wtiiflky maiic from. MoNiilta, ‘J05 

i'lirity iindcrniodcni proccaacs. McNnlta, 2()4i 20.5 

Spirits Dialriimting Company— 

Organization, caintalization, and purpose. ltra<ll<^y, SM; Uicc. Hd4 

iStamlard Distilling and l)istril)uting Company— 

Organization and ndation to American tlompany. Clarke, 177,178 

Capitalization and value of plants_Clarke, 177; Cook,2l!l; Kice, 8:0,885 

Proportion of spirits prodiKH-d by. Bradley, 814; Kice, .Sttl, ,885 

Storage and packing, changes in methods inlvocated. McNnlta, 228-280; 

. Bmdlcy,828; Rice, 848 

raxation, internal n^venue— 

Annual receipts, 1HH9-1891. Kico, H44 

llondetl wareliouse system, description ainl working. (’larke, 182, 188 

Caj^aeity tax, injustice of.i.. McNulta,283 

Output jver l)usliel of e.orn umlerestiniatetl. Rice, 844 

Enforcement an<l i\‘gulations— 

llnn(‘cessarv strictness of rules. McNulta, 282 

l^eakage, a<ljustment of tax to provide for. Luyties, 252, 254 

Time (.f {laying tax. ('hrke, 182,183 

. Deakas, payment by, effect discussed. MeXulta, 234 

Ikirnds, injurious efifeet on alcoliol. McXulta, 228-230; Rice, 848 

ITundiing and transportation in metal tanks, advantage.. McXulta, 228- 

230; Bnullev, 828; Ri<‘e, 848 

P'xportatiou of spirits— 

Remission on alcohol cxjMarted. Cook, 240; 

McNulta, 227, 220; llra<lley, 824 

Hindered by obstnudive tax regulation. McXulta, 235; 

iViok, 245-248; Bradley, 824, 828; Rice, 8h>,H48 

Bonds re(iuire<I by Covernment excessive. Lnyties, 250 

Bonded warehouse system, <lescriptioti of working.Clarke, 182, ISll 

Beverage wiiisky exported tem])orarily to postpone tax. Ri<v, 848 

Germany, rate in. Lnyties, 257 

Illieit manufaetun*-- 

Amount of., McXulta, 231; Cook, 243; Bradley, 824-820; Rice, 

Fostered by excessive tax. McXulta, 231; 

Cook, 243; Bradley, 824-820; Rice, 841, Hi4 

Excessive yirofit.'^ from... lhadley, ?125 

Sale of illicit under standard lirands. Bradley, 825, 820 

Evasion by large establishments sligld.. McXulta, 234 

(bitiixt'd production by registered siills. Rici', 841, 844 

lligli li<*ense necessary to {irevent. Bradl«‘y, 824; Rice, 844 

(loverninent should have ollicer in every still. Bradley, 825 

Mannfaclnr(‘S— 

rs<* of s])ints in, increase hv lowering tax_McXulta, 227; ('ook, 243 

Kemission on alcohol us(‘d in arts, a<lvocated. McXulta, 227 

Difliculty of remitting tax. Lnyties, 252; Bnulley, 829 

Officers, revenue, removal of judicial functions. McNulta, 232 

liat(‘s and their working— 

Amount of revenue under different rates. Jiice, 843, 844 

Consumption, effect of changes of rates. Cook, 247; 

laiyties, 252; Rice, 843 

Present rate excessive... Lnyties, 252, 250 

Increase of rate, effect of. Ri«’e, 841; (^^)k, 242-245 

PiH'liayinent of tax to evade. ('ook, 247 

R('(luctiou of rate, increase of pnxluction and revenue by 

McNulta, 229,234; Cook, 243, 247: BriulK-y, 824; Rice, 841 

Effect on dealers an<l consumers. I\'lcNulUi, 230-230 

Adjustment to proportion of alcohol, advocated.JleXiilta, 225, 220 

United Statics Sj)irits Conijiany, organization and purj)oses.Clarke, 188 

Western Exporters’ Association. McXulta, 200 

Wholesale dealers, prices, effect of changes on. (darke, 178,179; 

McNulta, 202,230; Cook, 242-245; Lnyties, 250; Rice, 846 

Wine: 

Taxation in proportion to alcohol contaimxl, advocated. McNulta, 226 
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■Wire: < Pngc. 

Control of output, nriros, eto. Gatos, 1005-1011,1025-1027, t033 

W^e combination. (Soo /irncrfruu Sled and irirr Company.) 

Wire Nail Trust (see also Naih ): 

Prices, sudden increase by. Monnett, 321 

Woven wire: 

Control of output, prices, etc. Gates, 1011, 1022 

Women: 

American Tin Plate Company, employment by. Reid, 880 

International Silver Company, employment by. IVatrous, 1064,1066 








INDEX—Sl’AXDAm) OIL (XIMIJINATION. 


Adulteration: Page, 

Unst«l oil, adnltenUinn liy Standard. Clarke, ;t3S 

Denied. . .. Mathews,495 

Lubrieating oils, frauds in... Clarke, :i:S4; Itavis,;i5(j 

Barrels-. Mathews,495 

Early history of use..... l.„v,e, 407-409 

Decrease in cost of. \Vest(;ate, 371 

By-products of refining; 

IiiVrcasing iniixirtance and value. Dowe. 29; 

■ Davis, ;i55,;!l)0; Weslirate, ;!(>.S, 371; Archhold, 570; Kiiiery, (127, 628 

Profits, relation to. ilovle, 441 

AdvantUKCof Standard in use of. i'hiUiiis, 602; Kinerv, 627^ 628 

Isirge cajiital necessary to utilize iu'o|ierly. Archhold, 570; Dai'is, 855 

Disposal hy small relincries.!. Davis, 355 

Rale hy Standard Oil (Vnupany to other concerns. Hoyle, 441 

Campaign contributions: 

Hy Standard. Monuett, 313 

Campbell, B. B. — 

Kebates from pi |)0 lines. Hoyle, 476 

llelation to Petrolcnni Producers' Association. Hoyle, 459 

Contract with Pcmisylvania Ivailroad. Kincry, 662,663 

Carter, Colonel— 

Itclation to Standard anil independent organizations. hoe, 270; 

Hoyle, 412; Archbold, 529,531,577, 578; Rogers. 581; Philliiis, 590 

Canada: 


Crude oil— * 

Amount produced and iiroportion controlUsl by Standard_(lall, 672,673 

Inferior(|nality. < lall, 672,681 

Importation of oil. (lall,673 

I’nrchase of oil from American independent relineries.. (lall, 680-682 

'I'ariff, amount and effects... (lall, 68(M)82 

Lubricating inl. Call, 683 

Prices of refined oil, effect of Slandard. Call, 674,679 

Railway discriminations— 


O-ppcai lo railway connnniee..—.i mn, loo, oi i, oo,i 

Difference in rates helweim American and (lanadian oil. Call, 675-677 

Higher charge for shorlcr haul. Call, 076-(i78 

Increase of rates from United States. Weslgate, 378,379; 

Archlxild, 573; Kogera,582; Call, 675-678,(IKMiSS 

Helvates Ix-lieved to be jiaid to Standard Oil Company.Call, (i7(>, 677 

Water transportation i-mployi-d by Standard Oil Company.Call, 683 

Standard Oil Company— • 

Control of relining hy. 

Risks of starling independent refinery. (lad, 678 

Sells only to exclusive agents. Call, 677,678 

Commercial travelers: 

Displacement of.. .. - Dowe, 29 


Competing or independent refineries (see also Coiiipetilioii, mdhoda: I'or- 
cii/n markeU; Pipe linns, independent; Pure (XI Compuuij) : 

Number, liusincss, relations, etc. — 

Nmnlx-r, names, importance.Boyle, 488; Archbold, 549-542 

Ohio, competition in.Monnett, 318; Archbold, 544-546 

Output of refined, proportion controlled hy. Lee, 286; 

Westgate, 381; Lockwood, 402; Boyle, 484; Arch¬ 
bold, 560, 567, 672, 573; Emery, 646; Rico, 689 
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Competing or independent refineries—Continued. 

Nuiiilx*r, liuainesH, relations, ete.—ContiiunMl. Paj^e. 

Relalion to one another. I.ee, 270; Westjjate, 380; Emory, 656, 657 

Pine-line companies, relation to. Leo, 2V0,271,290 

Oil City Derrick, attitude toward. Boyle, 404 

C'Oiulition.'j of production and competition (see also of ComH~ 

nafloii.) — 

Advantafros in economical production. \Ve.stgate, 372; l.<ockwood, 384 

(\)st of refining cheaper in interior. Ii<*e, 268; Emerv, 649,650 

Pri'ference of dealers for independent oil. Clai'lc, 345,346 

Railway rates, competition possible where fair, l/ockwood, 385; Emery, 633 

Piping of (61 to S(‘abi«ir<i, advantage of. LO(tkwood, 397 

Fair competition, n‘gardloHs of size of capital, sntliciiml.. Westgate, 382,383 

Driven out of busiimss by railway discriminations, 1870-1879 . 

Emery, (»16,644,646 

Profits of bnsin(*ss.•. Davis, 3f)2; Phillips, 591,592,602; Rice, 689 

l^resent prosperity of Inisiness. Enu'ry, 669 

('nide proihii iTs— 

lOrection of refmorms by. Boyk*, 441,442 

Reason.^ for inability to refine oil. Boyle, 452,453 

Advantages of eumpeting relinerie.H to. J.ee, 291; Philli})s, 598 

Kff('ct on prices and prudue(^rs. (Mark,.345,34(); 

Boyk‘,444; Lee, 293; Pliillij.s, 598 

Mark('ts, disposal of product — 

Methods of selling product. J>ee, 291 

Dilficulty of disposing of ])roduct. Davis, 351 

By-pHnlucts, dis])osal of. Davis, 355 

Canada, purchast* front .-Vmerican inde]>cn(lent refineries. (bill, 689-682 

Quality ol'oil, sninalor to Standard. Lee,29J; t!Iark,3l6; < Jail, 6S0-(>82 

Relations to Slandard— 

Attempt of Standard to secure support. Pliillij^s, 594 

Division of business with Standard, jtroitositions for .. Areiibold. 530, 531,548; 

Phillips, 593 

('olorado, no <-oMipnlsioii to sell products to Stamlard. Boyle, 584; 

,\relibold, 579 

Texas oil field, relation of Standard to.I’age, 792 

Threats against by Standard Oil Company. Biei', 692 

iVsf nirtioii during seventi('s by railway discriminations. iMiierv, (dO. 644,646 
Recent jiiireljase or altsorption by Standard Oil ('<uiipany— 

History. Loe, 270. 272; Mminott,309; 

Davis, 3t>2; Wi'Stgate, 379, 371; I’liillips, 593; Emery, 657 

Reason.'^ for refusal to s(4l. Lee, 271 

Ut^asons of Stain lard fiirpiirehasing.. L(‘e, 279; West gate. 379; Arehbold, 572 

Projiosition of Theodon* F. Davis to .sell t<». Areltbold,549 

Propositions of George Rice to si41 t«). Areldiold,559; 

Ui'-o, 749-754, 793; I’agi', 786 

I.ease and closing of retirieri(‘s. Lee*, 272 

J tcstnicliori (tr dismantling of [ilants... Lee, 275,288, 296; Arch))old, 544,572 

fMinada, pnreha.’^C! of rcfineri(‘s by Standard. Gall, 673 

Kisks of c.stablishing.... (Jail, 678 

S]>ecial refineries and retiner.s— 

Argan Relinerv, competition witli Standard. I>avis,3Gl 

IMireha.'^e f>v Standard. MoinaMt. 3(H); Davis, 361 

Baltimore and ()hi(» Uailr<>atl otiieials int4'r(*sl<-d in__. Davis, 351,359 

• Lnbrii'ating oil, ipialityand j>riees. Davis, 356 

Emery, f.ewis, twice driven out of busine.sH. EnxTy, 616,648 

.Matthews, allegisl athanijt to blow up relinerv of. Lockwood, 389; 

Arehbold, 553-556 

Ri(H^, (morge, experiiaux' in competition. Ri(x*, 704,799-711 

Seofii44l, Slmrnier, and Teagie referred to. Monnett, 318; 

Davis, 362; Rice, 729 

Westgate, T. F., experience in competition. Westgati*, 365-383 

Competitivo points: 

Numlx^r and names of leading.. Leo, 266,269 

Railway rates discriminate against. L(^c, 266,269 

Relative prices, comiKilitivi; and iioneoinja^titive points. 265, 266; 

Monnett, 392,317; Clark, 350 
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I’aco. 


Competition, methods of Standard: 

• General— 

General clescrintinn by local aKent. dark, 

• Kqily to above evKleiuv. .Mattluovs 

Ironortmn of trade allowed to independents, limited. Weslkate 3(i7 

Meth(,KlH not different from otlier businesses or mamifaetiires Davis’ 3()4 

. 

Exeeasive euttiiif; of jirieeK- . " 

(.ieneral statement. r ..e^ oee .>s., 

Cutlilljif Ih* 1(»W eost of Drodlictiiin W'^ 

! r)()0 


vienerai Htatenieiil. r .^.rr . 

Cutting below eost of pro(luction ebaigcMl Wi'slL'ate* ‘‘ 

.Sometimes neeessary but deprecated.Arelibold! rxi's! f 

hbimid be probibited. •: 


Special cuts in particular localiliei- 

Existence of practice and instances. 

Monnelt, 313; Ckuk, 337wjs'toate 
. , l’">vle, 133,430,48(i; Enierv, (i2!l-(>32 

liiuerences in prices 


Westkale, 383 


---. bee, 277; 

>37; bockw'ood, 402; 
Rice, 704; Dike, 792 

v,,,., V .1 ...-. Clark,350; Monnell, 302, 317 

iXew 5 ork ( ily, special cuts atrainst Pure Oil Coinpany.. bee 205 ‘’IIO- 
PI,:,..,, ,1,.; . Wo>^teite,305; bockwiiod, 402; Arcb’bold’, 528 

IhiUddpliia special cuts 111 . l,ee, 200; Kmerv 0‘’0 031 03‘> 

I'oreikii markets, excessive cols in. 'bee’ 273 - 

W’estkate, 381; l.ockw.I, 398; lioyle’ 

, I , ArcliboM, 531, 570; Pbillips, 593 

<lovemineiitul regulalion, forei^oi tnarkets. i>7() 277* 

■ ,CI , , , , , Arcbbold, 532; biiierv. Old, 017, 023 

Ibieats o special cols., (lark, 337; WestkaO', 309, :i70; Arch bob I, 550 552 
Co a usually made by Standaid lirsi. Emery, 029 030 032 

Cubs made lirsl b,y competitors.' Matliewsi 50(5 

l)i^<'assio!) of facts. Mathews, I'll, -1*42, 4!l(vlVK) 505 

Soinctlines inaa^ssarv, justilit'ation.\rcb}>ol«l, 500 ; Ik,vie, V.VA 113 

Increase afte?-conijietilion is(*riishe<l.’ ' ( lark '350 

,, ...V.'.V.' Arclib'old’, 572 

special cuts t<i ( U.-^tomeis ef cfUiipetitors— 

Tracticc, i xistcnce,aii<l instances. r'lurk, 33i-.‘>}5* 

M(jnn(‘lt, 313; Davis, 357; Westgate, .300., 30S--370; Ki,-c, 704 7;i5 

7 \gents not allnwe.l to make. Malhcws, 4‘.I4’ -too 

licasoiis for ami amounts of diffcu'eni’es. Matlaevs, -100 50()' 505 

(d>nlract.s willi eustoiners T .r sale al, lixeil j.rices. Mathews^ 40*.k riit)5 

lin|K)ssibjlity of long maintenance. .Vrelilx.ld* 52S* 520 

Turebase of empty barrels to secure trade. <1ark|33t> 

Denied... iMalliews, 400 

Intormatu.n as to competitors’ biisine.s.*^— 

Secured In- Standard Oil (.'ompan v, nielbods and instaiici-s_Moimett, 310; 

(’lark, 335, 33<); J)avis, 350, 357; Wc'st- 
gat<s3()<>; Kmerv, 014,(35; (501,034 

Co!np(‘titors’ oil sample.l, Canada..<iall,034 

Agiuits i*mployed to watch competitors’ business. Clark, 335, 341 

Railways, information as to .Mupiueiils given l.y. Westgatc, 300; 

Kinery, 014, 015 

iVaetice, extent and jnslillcation disdissed ... Matlu'W,-, 505; Arcfdjold, 573 

Km|>l<iye(‘s f)f competitors, secured from. Monnett, 310; Davis, 350 

Denied. Malbe\vs,.505; Arcldjold,573 

Attacks on dealers in indepeialeiif ..il 

Kstalilislimeiit of competing peddlers l.y Standard.(’lajk, 331.335; 

Mathews, 401; Wh'stjutc, 3()S, 300; 2 Vr« hliolfl, 550 

llelmick, William, manner of driving to i.oorlmusc. C’lark, 337 

Denial. Mathews, 40()—100 

Purchase of building occujiied by comixtitor. Clark, IMO; Matliews, 502,503 

Thents to establisli competing dealers. Lockwod, 401,402 

Grwery store establislie«|, (’lu'ss, ('arley A Co. Rices 700, 71(h Page TtVI 

Threats to dejstroy busiimss of de'aler.Vrcld.olil, 550, .552; 

We-slgates 370; (’lark, 337; Matluwvs, 4()0-400 

Cemtrae-ts with de‘al(*rs for exclusive handling c.f Standard oil. Iau-c, 711 

Fraudulent nu'Dioets- 

Adnltoration e.f oil of competitors. Davis, 358 

Brands of (X)nipetitorH coi)ied by Standard. Davis, 357; Wi'stgate, 300 

Deiiietl. Anlibold, 540,550 
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Competition, methods of Standard—Continued. 

Fraudulent methods—Continued. * Paga 

Copying of Standard brands by indenendenta. Archbold, 549,650 

Oil mannfa(diire<l by competitors sold l)y Standard. WcStgate, 369 

I,amp tests, frauds m. Clark' 346 

Oenicd. Mathew.a, 50(K502 

Different grades sold from same tank. Monnett, 313; Clark, 331,333, ,3.38, 341 

Denied. . Mathews, 492-495 

Matthews case.attempttoblownprefmery. Lockwood, 389;Archbold, 553,556 
Cost of refining (see also Biz-produtin; : 

Estimated.Lee, 276; Monnett, 315, .316; Westgate, 368,371; Rice, 734 

Reduction and causes. fee, 276; Davis, 3.58; Westgate, 371- Hoyle 4.56 

Plant, cost of. Davis, 362 

Indejieudents produce as economically as Standard. Lee, 268; 

WestgaU’, 372; l.ockwo(Kl, 384 

Profits of retinmg per barrel.Lee, 273; Archbold, 5,32; Phillip.s, 591,592 

Crude oil: 


Canadian oil, amount produced and jiroportion controlled bv Stand- 

iiri'----...(bill, 672, 673 

Inferior quality. (bill, 672 

Colorado field, relation of Sfandard fo. Boyle, 484; Arciibold,’,579 

Cost of production— 


Average. 

Discussed. 

Decrea.se and causes. 

Influences affecting. 

.‘Speculative uncertainty... 

Relative, large and small wells. 

Drilling wells, cost of. 

Fuel, comparative pricc.s, 1867 and 1899 

Early figures. 

Foreign countries— 


r.ee, 282, 283 
Boyle, 434,435; Westgate, 372 

. laie, 280; Davis, 360 

. Davis, 363 


Ia‘e, 282 


.Lee, 293 

Emery, 661; Boyle, 420,434 


. Bo vie, 418 

Boyle, 411,41,5-417 


Production in, statistics, etc. Archhold, 563-,567 

btanibard Oil Company not engaged in priKlucing. Archlsild, .566 

Russian oil, producers and amouiit of proiluction. Archbold, ,56.3-.567 

T,.f __Ifl-. , e * T •»»*/. T-> n.\,. 


History of di.scovery and early progress— ’ ’ 

General statement.'.\. Lee, 262; B.o I,., 4(14-428; Enicrv, 603 

Coal oil, early refining of.... Boyle, 405 

.Salt wells, relation to oil discoveries. Boyle, 405,406 

[.ea.se of oil lands, first, descrilied. Boyle, 400,407 

Drake well, discovery.Boyle, 407 

Flowing wells, discovery and effect. Boyle, 408,40il 

Drilling, invention of methods. Boyle, 40.5-412 

Cost of drilling, early. Boyle, 411-41.5 

Barrels, relation to oil industry. Boyle, 407-409 

Transportation, early methods and cost of. Boyle, 407, 410,413 

influenceof, on prices... Boyle, 419 

Teamsters, burning of oii by. Bojde, 414 

.Speculation, early. Boyle,4Il’413 

Capital, amount invested, 1,864 . Boyle, 411,412 

.Stock com|)anies, introduction of. Boyle, 411 

Ta.\ on oil. Boyle, 412,417 

Bank failures, 1866. Boyle, 414 

Co»t of jiroduction, 1867, estimated. Boyle, 415-417 

Deepening of wells, effect. Boyle, 427 

West Virginia and Ohio, early discoveries in. Boyle, 414,415 

Butler and Clarion fields, develo|mient... Boyle, 421 

Bradford field, first discovery. Boyle, 421 

Markets, early character of dealing in oil.. Iloylc, 4.50,451 

Oil exchanges, history of establishment. Boyle, 420,448-451 

Ix'seing of land— 


Methods and royalties 
Ohio oil— 


1 )a\'is, 364; Arclilxild, .539, .540 


Output (see also above, Shdiglin) . Davis, 353 

Number of competing pnalucers. Archbold, 546 

Purchase of land in Ohio field by Standard. Lockwo<xl, 403; 


Archbold, 660,661 
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Crude oil—Continued. 

• Oiiio oil—Continued. 

Oj)]wsition of independent to recognition on exchanges. Arclitiold ,5,32 

Irbfits of standard from, discussed. Monnett,:!!!; Airhliol<l!. 5 « 

Mactsburg oil, quality of. jlavis 351 35 ‘> 

Corning field, quality of jiroduct. i)avis’ ' 35 o 

Pipe lines (see also/'ipr/,mo, below)— . a'l. ,•>)„ 

Interest of producers of crude in indepenilent.. Lee, 282,293; Boyle 442 444 
hflectof independent on prices.. I.ee, 28(1; Boyle, 444,445; Phillips, .btlH 599 
Prendu™^ oil- . Ue,28.5,353,354;'Davis;.3,12 

Paid'to drive out competing pipe lines. Lockwood, 395 

1 aid for (luahty and to meet comiaitition. Boyle, 475; 

Prices_ Arclil^)l(l, 570; lingers, 581^ 

Stutistif’s, etc.— • 

Average by years, 18(10-1898 . Boyle, 434 ; Archhold, ,547 

Ilighestand lowest, 18,19-1887... I.ee 279 

Variations by months and days, 1,891-1899..'.''.''fioVle, 4 ' 37 - 4,39 

Relative prices and cost of production, 18,17 and i899..' Biiyle 418 

Early history, variations and causes. Boyle,'409, 

• • , . 41l, 4i2, 4i,l, 4|.5,'519,42(1 

Fluctuations, causes explained... Lee, 281,283 

Relation to price of refined. Aridiiiold’.571 

Present prices satisfactory. Boyle, 484; 489 

Effect of variations on profits of refineries. Boyle', 452; 4,56 

Production, relation to.. l,^,^.; 279 

Dejiression by overproiluction and excessive stocks.. Boyle, 451,455, 4.56 

Overproduction not chief cause of fall. Lee, 28(1;" Locliwood, 396 

Re.strietion of 1887, effect upon. Lee, 288; Boyle, 429 

Intliiences affecting— 

Determined by demand and supply. Boyle, 479,4.80 

Determined by prices of refined. Boyh., 146 ,447 

Must be sufficient to pay small producers.. L(.e, 293 

Illegitimate iiietluwlsused. Boyle, 449-4.5i 

Speculation, inlluenced by. Davis, 362; Boyle, 436,449 

Standard Oil Company, inlluence of— 

Controlled by Standard... 1 lowe, 38; 

Lee, 299; Davis, 3,12; Lockwood, 4,13; Rice, 6 (fe 

Denied. Boyle, 446,490 

Method of fixing liy Standard, effects. Boyle, 436-440,449,451; 

Aridibold, 571 

Depre.ssed hy combination. Lee, 279-284; Moniiett, 311 

Denied. Arcbbold, 540 

Depressed to enable ,Standard to buy lands. Lockwood, 403; 

Phillips, .592 

Rai.scd to injure, coiiipeting ridiners. la-e, 276 

Arbitrary increase and reduilion hy Standard. Lo<'kwood, 395 

Iiidemmdeiit pipolinesofteii pay morethanStandard. Lee, 2,86; Boyle, 444,445 

Effect in raising. Philli|is, .598, ,599 

Oil Exchanges, establisheil. Boyle, 420,448-451 

Producers— 

Profit ili.scnssed. Li'c, 281-284; 

Boyle, 434, 43.5, 456, 485; Pliillips, .599; A.rhbold, 538-.540, .5,53 

Present prosiKirity of. Boyle, 484; Archhold, 538-.540, ,583; Mniery, (169 

Standard Oil Company, effect on producers injurious.Lee, 281-284; 

Phillips, 599 

Denied. Boyle, 433-4.3.5,4,85; Vrchbold, ,538-,540, .5.53 

Refining of oil by, reasons for failure. Boyle, 452, 4.53 

Kpe lines, interest in maintaining independent. Ix'e, 282,293; 

Boyle, 442,444; Phillips, 598, ,599 

Independent, attempt of Standard to secure support of.Phillips, 593 

Production, output— 

Statistics- 

Average daily, 1870-1898 . Boyle, 435; .Vrchbold, .547 

Annual output and value of oil. Boyle, 435; .Vndibold, 539 
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Crude oil—Continued. 

Production, output—Contifiued. . 

Statistics—Continued. Page. 

Production and proporti<ui by countries, 1S97. Archlx)ld, 567 

Prixluctioii and proportion l)y 8tates, lKf)6, 18tt7. Andibold, 568 

Total amount of production, importance. Rice, 687 

Production chiefly from small wells.Lee, 294 

Sources of statistics. Boyle, 485 

Variations in production, eaua's, etc. la'c, 283; Boyle, 409-428,473 

Overproduction and effect. Lee, 280; laickwood, 396; 

Boyle, 445, 451, 4.52, 4.56 

Restrictions of production, early. Boyle, 426-428, 454-458 

Restriction of 1887— 

History and effect. Lee, 284; Boyle, 428-432, 460,461 

Established at instance of produeers only. Archbold, 540 

Relation of Standard Oil tlompany to. Boyle, 429,430 

Boundary line drilling contract, text. Boyle, 4,59 

Interior drilling contract, text. Boyle, 460 

Effect on prices. I.ee, 288; Boyle, 429 

Oil a‘t aside for benefit of drillers. Ixie, 284; Boyle, 482,483 

Effect on drillers. Boyle, 431,483 

Speculation in— 

Methods ii.aid to influence prices. Havis, 3(i2,- Boyle, 4,36,4,50 

Ixisses to producers through. Boyle, 451 

Depression of prices to producers by. Boyle, 449 

Suppression by Standard Oil Company. Boyle, 449,451 

Standard Oil Company (see also — 

Proportion of output controlled by. Leo, 26:1, 281,282; 

jMonnett, 318, 319; Lockwo<al, 402; Boyle, 48!); Archbohl, .560, 561,571 

Purchase of lands by, methods_Davis, 354; Lockwood, 403; Phillips, ,592 

Lea.se of oil lands by. Lee, 285 

Effect of produclion by. Lee, 285 

Effect on producers injurious. Lee, 281-284; Philli)is, .599 

Denied. Boyle, 43;i-435,485; Archbold, .538-.540,553 

Texas oil field— 


Relation of Standard to. 

Derrick’s Handbook of Petroleum; 

Character of stoti.stica in. 

Economies of combination in production: 

Superior metlnxls of Standard, generally. 

Havemeycr, 116; Cook, 248; Archbold, .563, 570; 
Rockefeller, 796; Monnett, :118; Boyle, 486-490; W, 

Denied. Loc 

l.arge capital, economy of, generally. Ar, 

Capital of ii.5(X),000 snflicient for Is'st production. 

Ability, command of suiierior. .\rchbold, .563; W( 

Superintendents, high salaries. 

Directors have Inul little practical experience. 

.Sujierintendents, less skillful than inaependent reliners. 

Improvements and inventions in refining. We 


. Page,7!)2 

Boyle, 485 

Smith, 71; 
Dodd, 799; 
cstgate, .372 
;kwood, 392 
chbold, 570 
.. Lee, 269 
estgate, 372 
.. Lee, 286 
.. ].ee,271 
.. Lee,269 
;atgate, :172; 


Boyle, 486,488; Emery, 624 


Closing of plants less favorably situated. Monnett, :109 

By-products, utilization by Standard. Emery, 627,628; 

Phillips, 602; Archbold, 570; Davis, 3,55 

Sale a|^d marketing of pnalucts, superior skill in. Boyle, 488-490, 

Archbohl, 562,570 

Denied. Phillips, 6(M1 

Foreign markets, need of aggregation of <-apital to secure_Archbold, 562, ,563 

Coal, economy in purchase. Ix;e, 278 

Denied.Archbold, .533 

Pipe lines, consolidation of system. Boyle, 489; Rockefeller, 796 

Standard can not transport more cheaply. Leo, 269 

Transportation, improved methods introduces! by Standard.Archbold, 563 

A<lvantages by favorable fixation of refineries. Page, 770,776-778 

Advantages of many distributing points.Page, 788 

Tank ships and schooners owned by Standard.Page, 791 

finality of oil. (See below, Qwdiiy.) 


















































OIL OOMBUTATIOH, 


ISIS 


fc wiwili ' F^e. 

. onto! bJsineBB by Standard.Emery, wa 

' ■ tJmted States Pipe Line, relations to, etc.’ Emery, 660-653 

rorsiga juecket*—Bxpoitatlont 
^port trade—BtatiBtics— 

Amount of oil exported.Lee, 277,278; 

Archboid, 638-637,568; Emery, 622,623 

Relative value of exported oil for different years. Boyle, 438,436 

Benefit of export trade to country. Davij, 363 

Domestic prices maintained by. Lee, 282 

Quality of export oil... Lee, 274,277,278; Emery, 623,626 

Com^lition in— 

Excessive cuts and prices to drive out independents. I-ee, 273; 

Westgate, 381; ArchboW, 531; VbilliM, 593 

Special cuts to extend traele justifiable. Boyle, 433 

Cutting below cost in far East.. Archbold, 570 

Methrws of Standard Oil Company ifi controlling. Jlonnett, 319 

Government control of competition. lase, 276,277; 

Archbold, 632; Emery, 616,617,623 

France, trade chiefly controlled by Stamlanl._Lee, 277 

Germany— 

Conditions of business and competition. I^ee, 273,278; Phillips, 601 

• Pureh^ of Poth Agency by Standard. Boyle, 443 

Purchase of independent tankage by Standard. Emery, 617 

New tankage, etc., established by independents. Emery, 617 

Emery, I^ewis, experience in. Emery, 616,617,623 

Prevention of unmir competition by Government. Lee, 273,276,277, 

Emery, 616,617,623; Archbold, 532 

Attitude of Government toward Standard_i. Rice, 742 

Profits in, due to fair railway rates. Lwkwood, 39f. 

Independent refiners— 

Extent of operations in foreign markets. l-ce, 273-276,286; 

Aictdjoid, 535-538,668 

Importance of foreign sliipments to. Westgate, 380; Emery, 631 

Methods of shipment. LockwotKl, 397,3^ 

Prices, compared with domestic. Archlmld, 659,560 

Necessity of moderation.Boyle, 439 

Russian oil— , 

Crude and refined output.- • • 

Relative amount exported.. - -. Arct, bold, 6 «, ^ 

Amountof business. 

Strength of competition.... Archbold, 546, o5J, 566; Page, TO 

Suffers from Standard competition. Emery, 623 

Standard Oil Company- ,, rko 

Amount of export business. AicliV old, ^^7, 8 W 

Extension of foreign markets by... Archb ild, 562;^, 879, 

Emery, 6,6,628; P^, 792 

Not pioneer in securing...; ; ■: J*’,‘P'fe fS? 

Tin cans, exportation and manufaclnreabroiMl.. Lee,-S_; A chbola,833,^ 

Export oil refined at seaboard. I. 8 )ckwood, 398 

GradM. QuaUly.) . 

Independent refineries and organizations. (See Comjtelmg Umema; 

Pipe Lirue, IndependeiU; Pure OH (hmpany.) 

Xntecetnte Oonunerce Act. (See KuUway diecnminaiiomt.) 

lal^Kir: e 

Effect of Standard combination— , 

Baliefactory relations. .. ........ Arehbo.d,642,5^^5 

Employees of Standard competent and well paid.- 

ReplaMmentbydismantlingplants......... 

Dependence on a single employer, evil effwts. „.... - - - y. m 

Bnperintendentsandforemen,highwagespaid.....-....^....-.- 

at distributing stations.....Clark, 349, Mathews, 494 

effl well driers- ., 431 433 

' ■ .Davis, m- itoyie,483 

teTn^orw^Lron::::::::.Boyie,43i,482,483 

,88a—83 
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IiinMed oil: Fai*- 

Alleg^ adulteration by StandarJ Company.Clark, .133,384; Mathews, 4?S 

I<og;aii, Emery & Weaver: 

Suit for discriminations. Lee, 287; Emery, 633-636,839 

liubricatingr oils: 

Character, value.. Emery, 627 

Compounding, processes, qualities.Clark, 333,334; Davis, 366 

Different prices for same quality.Clark, 333,334; Davis, 356 

Deniw. Mathews, 602,505 

Frauds in branding. Clark, 333,334 

Denied. Mathews, 495,502 

Monopoly, practical, of Standard Oil Company., Davis, 365 

Prices and discriminations between customers, discussed.Mathews, 502,605 

Railways, discriminations in purchase from Standard Company.Lee, 268; 

Davis, 355; Rice, 699,700 

Denied ..’...5. Archbold, 516; Page, 757-759 

^perior quality of Oalena oils.........Page, 757, 768 

Contracts of Galena Oil Company, as to cost of lubrication.Page, 757,758 

Standard’s prices uniform to all purchasers. Page, 757,768 

Canada, amount produced and impoited.Gall, 683 

Mattbews—Buflfalo Refinery: 

Alleged attempt to blow up. Lockwood, 389; Archbold, 563 

Methods of business of Standard Oil Oon^any; . ' 

Suits by stockholders to ascertain condition of business.Boyle, 444 

Amount of oil sold at certain stations. Mathews, 499 

Inspection of accounts, etc., by local agents.Clark, 342,343; Mathews, 604 

Deductions from salaries of agents for,errors.Clark, 346 

fjetters answered by indorsement.Clark, 348 

Oral instructions in jdace of writing.Clark, 346,347 

Amount of daily deliveries from tanks, etc.Clark, 342; Mathews, 496 

Miners’ oil: 

Compounding, adulteration in. Clark, .334; Mathews, 495 

Monopoly of Standard, degree of: 

Monopolistic character of Standard Oil Comiain v. Phillips, 600 

Stodard has no legal advantages. Phillips, 596 

Growth of Standam Oil Company, 1870-1879. Emery, 646; Rice, 689 

Proportion controlled by Standard, 1870-1879 . Rice, 689 

Ih'oportion controlled by Standard, 1879 . Emery, 646 

f Proportion controlled by Standard, 1894-1898.Archbold, 560 

Proportion of retiniiig controlled by Standanl.Lee, 286; 

IXK'kwiXHl, 402; Emery, 605 

Canada, proportion of oil refined by Standard.Ajchtiold, 572,673 

Mationad Transit Company. (See I'ipe thm.) 

Ohio Oil Company: 

Purposes of organization. Monnett, 299 

Peta-oleum Producers’ Association: 

Organization and imrixises. Boyle, 419,454,465 

Petroleum Producers’ Agency: 

Attempt to maintain prices^ 1870. Boyle, 465-468 

Pipe lines; 

Buckeye Pipe Line Company—nature and working. Monnett, 298,299,311 

Business, customs, and methods— 

Described.. Lw,285 

Deductions and assessments for losses by fire.Davis, 364 

Gauging and deductions for eva]K)rations...Davis, 354 

Chai^ and cost oi piping— 

RelativechargesofStandardandindependentlines.. I^ee,271; 51^68^16,381 

Charges excessive... Rice, 734 

Reasonableness of charges.Thurber, 23; Rogers, 581,688,589 

Not reduced by combination.Lee, 280,284 

Ohio, rates in...Monnett, 311 

Cost of transporting oil, estimated.Lee, 284; 

Archbold, 653; Rogers, 588; Phillips, 594; Emery, 666; Rice, 734 
Consolidation by Standard Oil Company— 

History— 

Combinations, early, described.Boyle, 424; Eme^,604 

Abeorption by Standard, described.1^, 262,293; 

Boyle, 424-426; Emery, 630 
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Pipe lines;—Continued. 

• Conrolidation by Standard Oil Compauv—(Vintiiiuect. 

History—Continued. ' Page. 

• ^mptition, excessive, t»uee of. Boyle 424-426 

Purchase of independent lines by Standanl. Ixickwood, 395; 

Purchase made up by reduced oil prices..^PhUlira’.M2 

Stantod^™ ethods to- '' Lockwood, 395 

. ..Lee, 254; Monnett,321; Ltwkwood, 394; Emory, 605 

Oisernninatious and rebates by railways.Lockwood, 386,388- 

‘ 1 Boyle, 424; Emery, 641; Rice, 695,696 

Premiums on oil._ lIxKikwood, 394; 

Oegree and effects of monopoly- ^82 

;•••,.Lee, 264,265; Rice,689 

n?ffl 1 , ) i!c '’y standard. Davis, 361 

Ilifhculty of estabjishine competing lines.Monnott,310,311 

Control of competition by means of.Monnett, 299,312,315 

Italway rates increased to prevent competition with .. Monnett 317 

Crade oil, price controlled by.Monnett, 325; Davie, 362; Lee 2«'> 

. . Advances of consolidation.... Boyle, 471-474,489,490; Archbold,553 

Necessity of lame capital. Rockefeller, 797 

Distances to which lines are laid to reach wells. Rovers, .581,688 

Eminent domain for— h ^ 

Opposition of Standard and railways to. ].ec, 262; 

^ , Boyle, 474; Arcliliold, ,5'l3; Emery o’oS, 659, 660 

New York and New Jersey, laws lacking.Lee, 267; Elmery, 653,654 

Ijiw granting, advocated. Elmcrv 662 

History, early.I.ee, 262; Boyle, 409, 413, 423-426, 486^82rKmery, 603-605 

Immediate shipments, significance of practice. Boyle, 482 

Independent organizations, existing (see also Producm’ Oil Comj>ani/, 

Pure Oil Conijiam/, Uiiiled Stales Pipe Line) — 

Organization and relations— 

Names and history. Lee, 261; Ixickwood, 297; Rogers, ,581 

History, organization and effects. Boyle, 442-445 

Relations to one another. Lee, 261; Boyle, 462-471; Rogers, 584 

Capital and profits. Phillips, 591, 692, 600 

Effects on oil industry— • 

Raising of prices to producers bv. Lee, 293; 

Boyle, 444,445; Phillips, 592,598,699 

Advantages to refiners. Phillips, 598,599 

Ratesof pipage. Standard and independent lines. Lcc,271; Westgate,381 

Seaboard lines, ailvantages of. I.«e, 265 

Wastefulness and inability to meet deinands. Boyle, 404, 

442,443,445,475; Rogers, 589 

Attempts of Standard to control— 

Purchase of stock by Standard. Leo, 270; 

Westgate, 370,382; Boyle, 442; 
Archlxild,529,.531,677,678; 
Rogers, 584; Phillips, 590 

Control sought through buying refineries. Westgate, 370,371 

Combination with Standard, propositions. Archbold,530,531; 

Phillips, 383; Emery, 659 

Opposition of Standanl— • 

Opposition to free pipe-line law. l.ec, 262,267; 

Boyle,474; Archbold, 513; Emery, 605,659,660 

Opposition to laying pi|)cs. Lee, 264,267; 

LockwoiKl, 397; Boyle, 445,474,475; Emery, 651 

Opposition of Rice to National Transit Company’s lines.Boyle, 486 

Purchase of wells reached by independent lines. Westgate, 380 

Railways, opposition to crossing of pipe lines— 

Descrilxjd. Ixie, 264,267; 

Ixickwood, 397; Emery, 650-655; Rice, 739 

Opposition due to Standard Company. Phillip, 693 

Re^ns for...Arch bold, 629 

Attempt to secure lairniission of Standard to cross railways. Emery, 659 
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Pipe line*—Continued. 

Inde^ndent organizations, existing—Continued. 

Bedned oil— Page- 

Transportation by independent pipe lines.lee, 267; 

Ix>ckw(X)d, 398; Boyle, 445; ;^ery, 661 

Early transportation of. Boyle, 413 

Monopoly. (See ai>ov6, Oonmlidation.) 

National Tra -it Company— 

Charter, manner of securing.•Rogers, 686,588; Emery, 607,619-622 

Charter, character and powers.. Emery, 608,609,621,622 

Capitalization. Rogers, 587 

Agreement with Tidewater Pipe Company for division of traffic.« Rice, 738 

Contracts with railways for division of traffic. Emery, 66.3-667; 

Rice, 701,702; Page, 759-763 

Efficiency in meeting demands of McDonald field. Boyle, 471,473 

Capacity of lines... Boyle, 481; Ro^rs, 583,584 

Credit balances, outstanding, 1889-1899...Rogers, 583 

Residuum, statement of, published monthly. Rogers, 583 

Premiums on oil— 

Paid to injure competing lines. Lockwood, 394 

Sometimes paid to meet competition.. Boyle, 476; Archbold, 576; Rogers, 582 

Paid for superior quality. Boyle, 475; Archbold, .576; Rogers, 582 

' Purchases of oil by pipe lines—effects...^liCe, 285; 

Davis, 352,354,362; Boyle, 420,424 

Relmtes and discriminations by— 

Early.. Boyle, 423,476-479 

Attempt to recover by suits. Boyle, 427,428,476-479 

Relation to premiums on oil. Boyle, 479 

Coming fields, discrimination against. Davis, 352 

Refined oil, transportation by United Btates pi))e line. l^ee, 267,268; 

Lockwood, 398; Boyle, 413,445; Emery, 651 

Press: 

.\ttitujlo toward Standard generally. Rogers, 587 

Unfairness of certain papers toward Standard.Boyle, 487 

Oil City Derrick, relation to Standard. Boyle, 404 

Suits for libel against.Boyle, 487 

Opposition to independent intere-sts. Rice, 754 

Subsidizing by Standard. Monnett, 312,321; Ixickwood, 398 

'Material furnished by Standard. Monnett, 321 

Prices: 


Statistics— 

Export prices, average by years, 1870-1898 .Thurber, 4; 

Boyle, 435; Archbold, M7 

Variations by months and days, 1891-1899. Boyle, 437-439 

Exported oil, relative value for different years. Boyle, 436 

Avei^e, New York, Chicago, and Cincinnati, 1885-1899.. Archbold, 547,648 

Cincinnati prices of refined oil.Boyle, 447,448 

Statistics liased on export oil misleading. Westgate, 371,372 

Foreign prices compared'with domestic..Archbold, 548,559,560; 

Emery, 631,633; Riw, 734; PaM, 791 

Domestic, difficulty of securing. Boyle, 446^8 

Sources of.Boyle, 435 

Transportation, early fluctuations due to. BoWe,419 

Causes of recent fluctuations. Lockwood, 395,403 

Re^riction of cmde output, effect upon.. Boyle, 430 

Influences affecting— 

Crude prices, relation to refined.Boyle, 446,447; 

Archbold, 671; Gall, 674,689 

Relation to price of erode and to competition.Lockwood, 395 

Margin made more uniform by Standard.Boyle, 437-439 

Domestic prices, influences affecting. Boyle, 448 

By-products, influence of.Davis, 356,360; 

Westgate, 368,371; ArchboM, 670 

Barrels, influence of. Boyle, 437; Westgate, 371 

Railway discriminations, reduction by reason of.Archbold, 628,628; 

BockefeUw,7«i 
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■rice*—Continued. 

Effect of combination— Page. 

Possibility of raising aiKivc c()nip<*titive rates, (iis<Hi8.‘«sl . Ijee, 292; 

• , Archbold, 569,670 

Control Viy Standard Comi»any, degree and effec^ts of. Ixso, 276,286; 

IxH:kwoo<l, 403; Anthbold, 631,66^70 

Rates sufficient for profit, stated. I.ee,266; Rice, 735 

Relative prices of indei)endent8 and Standard. Clark, 345,346 

Increase by.Lee, 296,292; Monnett,323; lx)ckwood, 403; Rice, 734-736 

Canada, increase through Standard. Gali, 674 

Extra profits from Ohio oil. Ki(«, 736, 736 

California, excessive prices in. Emery, 633 

Reduction not due to Standard.. Lee, 275,276; 

Monnftt,317; Lockwood, .394; Rice, 7.34 
RednccKl through Standard. Smith, 71; 

Thuriier, 43; llavenievcr, 116; Cook, 248; Aichlxjld, 564 

Policy of Standard to reduce.'. Page, 792 

Destruction of Standard would not lower.Archl)oId,.531 

Excessive cutting of. Lee, 26.5, 266, 27::; Westgate, 365, 370 

Sometimes necessary, but deprecated.Archbold, 668, 569 

Should be prohibited.Westgate, 383 

Special cuts in particular lotalities— 

Existence of practice and instances.laie, 277; 

Monnett, 31.3, 317; Clark, 337, :3.50; Westgate, 365, 367; I/)ck- 
wood, 402; Boyle, 433, 485; Emery, 629-6.32; Rice, 704 

Coniiietitiveand nonconuretitive points, differences in prices.la^c, 265, 

266,269; Monnett, 302, 317; Clark, .350 

Differences in prices aisiording to degree of competition. Westgate, 367 

New York City, against Ihire Oii Company. Lee, 265, 266; 

Westgate, 365; Lockwood, 402; Archbold, 528 

Philadelphia, cuts in... Ijce, 266; Emery, 629, 631, 0.32 

Foreign markets, cuts in. Isie, 273; Westgate, 381; Lockwood, .398; 

Boyle, 433; Archlxild, 531, 570; Philli|)a, .593; Emery, 616 
Governmental regulation, foreign markets. law, 276, 277; 

Archliold, 5:12; Emery, 616, 617, 62.3 
Threats of laits. Westgate, .369, 37t); 

Clark, 337; Archlxild, 5,50, 552 

Usually made by Standard liust. Emery, 629, 630, 632 

Marie first by competitors. Mathews,‘fiOti 

Discussion of facts. Matlmws, 491, 4tl2, 496, 499, 505 

Justification in certain cases. .Archbold, 569; Boyle, 433, 443 

Increase of prices after comjretition i.s crushed.,. Clark, 3.50; .Archbold, 572 
Special cuts to customers of roiniietitors— 

Practice, existenrw, ami instama'S. Clark, 331-345; 

Davis, 357; Westgate, 366, 368-,370; Rice, 704 

Special agents to reach. Monnett, 313 

Agents not allowerl to make. Clark, 3:19; Mathews, 494, 499 

Reasons for and amount of differences. Mathews, 4ti9, .500, 506 

Producers. (Srw Oruik nil): 

Producers and Befiners’ Oil Company; 

Organization and effects on refiners ami poMlm ers. l»ckwo(«l, 397; 

* Boyle, 442-446, 462 

Relations U) Pnxlucers' Oil (lompany. 1?? 

Failure to p^ dividends. Boyle, 442 

Producers’ Oil Company: * 

Purchase of stock bv Standanl Company.- - 

Archbold, 577,578; Rogers, ,584; Phillips, 590 

Carter, Ckilonci, relation to.. 

Archlxild, 577,578; Rogers, 584; Phillips, 590 

Producers and Refiners' Oil Company, relation.to Boyle, 4fl2; Rogers, 584 

Producers’ Protective Association: 

Organisation and purposes.. ,oo 

Restriction of prtxWtion liy, 1887 . 

Erection of refineries . 

Oiganisation of pipe lines hy. twyie, 

Produeers’ Protective Union: ,, , 

Oiganisation and working. IPolc, 4.i,42 










































Proflta of MflniBg (Bee, also, By-prodnat aiid mit of refining ): P«*e. - 

Averaae profit per barrel, Standard Company. Lee, 273;, 

Archbold, 632; PhilUpe, 681,692 

Ten cents per barrel eutficient... L^,*269,27f. 

Not sufficient on refined oil alone.Boyle, 441 

Effect of variations of price of crude. Boyle, 462,466 

Influences affecting, by-products, etc. Davis, 365,360; 

Westgate, 368; Boyle, 441; Archbold, 671 

Profits of Standard Oil Company: 

Amount and rate estimated.Boyle, 480; Phillips, 691,892 

Relative, past and present. Archbold, 671 

Not reduced by overproduction of crude oil..Boyle, 480 

Relative of Standard and independents. Archbold, 632; Phillips, 602 

Ohio oil. Monnett, 311; Archbold, 644; Rice, 736,736 

Rpe lines, high profits from.. Davis, 360 

Prosecutions. (See Unite.) , 

Pure Oil Company: 

History and form of organization— 

.Wes't^tei 366‘;'Boy'lV, Archbol'd, 607-513 

Capitalization. Phillips, 600 

Different classes of shares and regulations concerning them. Boyle, 469,470 

Stock, value of.. Phillips, 592 

Purpose and nature— 

Purpose of organization.Lee, 273; 

Westgate, 366; Boyle, 463, 464, 466, 469; 
Archbold, 609; Phillips, 596; Emery, 657,659 

Trust character of organization.Boyle, 443,463,464; 

Archlx>ld, 607-513; Rogers, 584 

Denied. Phillips, 691,595-697; Emery, ^7,658 

No monopoly sought by. Phillips, 597 

Relations to other independent organizations. Rogers, 584 

Attempt of Standard to control.Phillips, 590 

Voting trust described and discussed.•.Boyle, 464-466; 

Archbold, 508-51.3; Phillips, 598; Emery, 667,659 

Object of. Phillips, 590, .595; Emery, ^7,659 

Different from “trust” in character. Phillips, 691 

Quality, nades, tests; 

•Canadian oil, relative quality. Gall, 681 

Export oil, quality anci tests ...... Lee, 274,277; Emery, 623-626 

English agitation as to test of American oil ... Monnett, 319; Archbold, 646 
Grades and brands— 

American Refining Company^ grades manufactured by. Westgate, 366 

Special brands made for special customers. Davis, 367; West^te, 366 

Different grades sold from same tank. Monnett, 313; 

Clark 331,333,338,341,342 

Denied. Mathews, 492^95 

Lubricating oils. Clark, 333,334; Davis, ;156, Mathews, 495 

Ohio oil, inferiority discussed. 4 .Clark, 346; 

Gall, 681; Rice, 735,736; Emery, 624, 625; Archbold, 632 

Russian oil, inferior quality.Archbold, 546; Emery 626,632 

Standard’s product, deterioration of.I.ee, 275, 291; 

Westgate, 372; Clark, 346; Archbold, 552 

of oil'*’"” 

Teats of different grades.:.;. -. Clark, 333 

Metliods and significance of testing.Emery, 624,625 

Relative value and safety of oils 01 different tests. Emery, 624-626 

Fire test does not determine illuminating quality. Mathews, 495 

Tests in lamps, deceptive methods.Clark, 346 

Denied. Mathews, 500-602 

Kailway 9! 

Oil regions, first construction in.Boyle, 410,411 

Ownership of railways by Standard.Monnett, 318; Rice, 688,703 

Oil well supplies, excessive rate on. Lockwood, 391,396 

Report of shipments of oil by competitors.Westgate, 367; Emery, 614,616 

Standard agents, local, have no direct dealings with.Clark, 347 
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ilway ^Mriminations and rebates (see also ftoiHh Improvement t 
Barly history, generally- ' 

Lee 263,264,287; W.kwo(j<i,:W4,385,387,369; Boyle, 47 ^ 

Standard originator oE system.. ’ td' 7 ^ 

Iwte of rebates referred to, 1872-1879. Emei-v 647’ BtiO 

Vtelation by railways of contract of 1872. Emery, Ml, «2 

RaiCTng of rates, 1874, letter regarding. iunery 041 

on refined to offset crude transriortatioii. Emerv^ 6-^ I 

Amounts during 1877-1879. I^, 287; 

, Lockwood, 386,387; Bciyle,453; Rice,096,697 

Method of calculating.Archbold, 514,515; Kmery, 660,661 

A\jDwed purpose of railways to maintain. Rice, 698,699 

universality of practice before interstate eommei-ce act.. Archbold, 517,620; 

. . , . , Page, 750; Rockefeller, 795; 

Utters originated with railway companies. Archbold, 627 

Standard has never fixed rates for o^hcr shippers. Page, 789 

Standard did not receive rebates on coinjietitors’ sbipnicnts.Page, 790; 

RcxjkefeHer 796 

Rebatea received by comiictitorB of stiiinlard_Page, 7iK»; Eockefeller! 795 

Exiating conditiona— 

Diacuaaed. Ixk kwood, ,396; Boyle, 487 

Diacnminationa believed to exiat. Lee, 292; Davia,352; PhillWoOl 

■ Standard Oil Tniatdictatea tariffs. Ribe, 717 

I>enie<l. Page, 768 

Pennsylvania Railroad, rebatea paid by, up to 189.3. Emery, 634,645,646 

Deapeaux v. Pennsylvania R. R., testimony referred to. Rice, 700-703; 

Page, 769-76;{ 

Baltimore and Ohio Railroail, letter allowing exiatenee_ Einorv,637,638; 

Page, 770 

Baltimore and Ohio Sonthwcateni, diacriminationa by.Davis, 351,352 

Damages assessed by Interstate Commerce Commission up to 1893.. i.ee, 287; 

Westgate, 380; Emery, 645,646 

Standard Oil ofliciala, iiitercat in railways. Monnett, 318; 

Rice, 688, 703; Page, 768 

Coming field, high rates on crude oil from. Davis, 353 

Illegality under common law. Rice, 798 

Discrimination since interstate commerce act deiiiwl_ Aichix)ld,6l6-.528; 

Page, 778; Rockefeller, 796 

Letters from railway ollieials denving existence. Archbold, 517-926; 

Rice, 747; Page, 787 

Difficulty of securing evidence. Emery, 634,635 

Possibility of ignorance of discriminations by liigli oilicials.. Emery, 642,643 

No difference in rates per himdred. Westgate, 372 

Commission on freight received by Standard. Rice, 727 

Denied... Page, 769 

Proportion of oil tonnage to the total railway tonnage.Page, 787 

Barrel shipments. (See Tank cors.) 

Campbell, B. B.— 

Discriminations in favor of. Enien',636,636 

Contract with Pennsylvania Railroad, 1879 ... . Emery, 662 

Canada— 

Increase in rates to, and causes. Lee, 297; Westgate, 378, 379; 

Archbold, 673; Rogers, 582; Call, 675-678, 683-685; Pa^, 788 

Higher charge for shorter haul.. .....Call, 676-678 

Difference in rates between American and Canadian oil. 

Rebates believed to be paid to Standard.. Gall, 676,677 

Appeal to railway committee. Call. 676, 677,685 

CarlofW lots. (See Tank cam.) 

Competitors, rebates on oil shipiK'd by— 

South Improvement Company, contract. Emery, 612-614 

Rice case....Archbold, 556-559; Rice, 706-709 

Payment, deni^...Archbold, 679; Page, /90; Rockefeller, 795 

Effects of discriminations— 

Chief cause of Standard till monopoly.Loekwooa, 3M, 31M,4w; 

Pliiiiips, 593; Emery, 60S), 644,645; Rice, 688,741 
Profits of Standard securcil from, estimated. Lockwood, 386 
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Railwajr diseriminations and reitatea—Continued. 

ESewB of discriminations—Continued. P»Ke; 

Practice, former, injurious to Standard Company...Archbold, 628,628 

Prices to customers reduced by reason of. .Archbold, 626,628; 

Rockeieller, 795 

Competing refineries driven out of business by. Emery, 616,644,646 

Chief obstacle to competition. Westgate, 382,383 

Fear to establish independent refineries on account of. Lockwood, 400 

Differences in rates, effect on profits.;. Westgate, 378 

Crude oil, price diminished by. Monnett, 325 

Division of Mtroleum business— 

South Improvement Company, division among railways_Eme^, 610,611 

National Transit Conmany, division between pipe fines and raif- 

ways.Emery, 663-66/^; Rice, 701, 702,738,739; Page, 759-763 

Emery, Lewis— 

Twice driven out of business by. Eraeiy, 616,648 

Rebates received by, in 1870. Emery, 670 

Empire Transportation Company— 

Driven out by discriminations. Lee, 263; Rice, 696 

Reasons for purchase by Standard Oil Company. Archbold, 613,614 

Discriminations by, in favor of certain refineries. Arclilwld, 614 

I'jcclusive transportation of Standard’s oil— 

Special arrangements made with railway managers for.Emery,ll30,631 

I ndependent refineries and pipe lines— 

Discriminations in favor ofcompetitors of Standard suspected.. Arch bold, 678 

Denied. Phillips, 601 

United States Pipe Line, freight rates to New York.Archbold, 6^,630 

Phillips, 601; Emery, 656 

1 nterstate commerce act— 

Secured by refiners. J.ockwood, 389 

Suits and decisions of commission, conc'erning rebates..Lee, 287; 

Westgate, 379, 380; Emery, OIMJ; Rice, 714-716, 729 

Relation of commission to Standard. Lockwood, 398 

Disregarrl by railways and trusts. Lockwood, 389 

Refusal to obey orders of commission. Westgate, 380 

Baltimore and Ohio Railroad, letter regarding maintenam* of rates, 

Emery, 637 

Evidence as to New Haven and Hartford nnderbilling case_Page, 771-774 

• Strictly obeyed by Standard. Archbold, 516, 527, 679; 

Page, 756, 778, 787 

l;Ogan, Emery & Weaver— 

Suit against Pennsylvania Railroad.Lee, 287; Emerv, 633-636 

Reasons for settling suit...Emery, 669 

Lubricating oil— 

Preference in purchase from Standard... I.ee, 292; Davis, 365,364; Rice, 699 

fiffect on other buyers.. Davis, 359 

E.xcessive prices paid Standard for.Lee, 268, 291; Bice, 69% 700 

Denie<i. Archbold, 516; Page, 757-769 

Pi[ie lines— 

Rebates by railways on oil from certain.. Boyle, 424 

Emery, 641; Rice, 695, 696 

Railway rates increased to prevent competition with. Monnett, 317; 

Rice, 739 

Absorbeti by means of discriminations. latckwood, 386, 388 

Nadonal Transit Company, contract of 1881 with fkiiways_Rice, 701, 702 

*Tnie character discufflkl..Page, 769-763 

Contract of 1884 .Emery, 663-667; Rice, 702; P*^, 769-763 

Still in force.. Emery, 667 

Reasons for.Bice, 738, 739; Pare, 761 

Amountsof rebates paid under contracts of 1881 and 1884.. Rice, 701,702 
Purchase of oil (see also Lmrimling oil) — 

Preference in purchase of refined oil by railways. Davis, 859 

Prices fixed by central railway officers.Clark, 347 

Rates— 

Tariff rates changed by numerous circulars, etc.Rice, 732 

Changes made without warning to injure Standard’s competitors. 

Rice, 719-727; Page, 769 

Changes marie for convenienca of stocking up.Bice, 719-727; Pa^786 
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diaeriminations and rebates—Continued. 

• Kates—Continued. Page. 

Transcontinental Association, correspondence with Standard con- 

• ceming. Eice, 719-727; Page, 709 

Excessive— > > 

Contract of pipe lines and railways for maintenance ... Emery, 663-667 

Existing from oil regions to seaboard. Emery, 667 

Risk of shipment of oil, estimated. West^te, 378,379; 

r,. , , Eice, 716; Page, 769 

Discrimination between places of shipment— 

Competitive points, disadvantage in rates from.Lee, 266; 

• Monnett, .309,316 

Difference m rate.s tor places at same distances.Westgate, ,374-377; 

i. . , „ , , , Eice, 710 

Rates from .Standard shipping points lower. Westgate, 37.3,376 

Rates not ran^ to favor Stan^rd shipping points.Page, 768 

Advantage of Standard from nearer location. Page, 770 

Arbitrary rates discussed regardless of classifications and tari&, 

West^te, 371 377 

Increase of rates to competitors’ points, instances of.Monnett, ,322 

New York and New England points, excessive rates. Westgate, .374-379; 

. • , Page, 775-777 

TJiroiigh rates to New England points discontinued.. Westgate, 374-377 

Reasons for^ discussed. Page, 776 

Not due to influence of William Rockefeller.Page, 777 

Advantage of seaboard refineries in distributing to Eastern points, 

Page, 776,777 

New York, rates per ton per mile in. West^te, 375 

Whiting, Ind., lower rates on shipments from, referred to.. Monnett, 309; 

, Rice, 731 

Reasons for. Page, 777,778 

Pacific coast, increase of rates to. Westgate, .376 

Long and short haul— 

Instances of discrimination in favor of terminal ))oint8.. Rice, 718, 719, 

7.36-738 

Stop-over privileges on tanks billeii to tenninal points.Rice, 718 

Refusal to give rates— 

Independent shippers refused rates.Westgate, 374; I.ockwood, 401 

Independent shipments not solicited by railways. Westgate7378 

Fast freight lines refuse to handle indepimdcnt oil .. Westgate, 374 

Refusal of cars for carrying independent oil.Emery, 648,649 

Receivers— 

Discriminations by, case of George Rice. Rice, 706-709 

Remedies (See also Hailwaii ducrimhinlimiH in general index) — 

ComTOtition possible under fair rates. Lockwood, .385; Emery, 63:5 

Fixed classification for oil iwlviH-ated . Wijjtgate, .379 

Courts afford no remedy. Ixickwood, 388,389 

Courts, charges against, unjustifiable. .\rchbold, 553 

Difficulty of compelling testimony concerning. Emery, 635 

Books, compulsory production, demanded_.^. Westgate, 383; Emery, 643 

Rice, George— 

Discriminations against. Lockwood, .390, 401; Rice, 687-719 

Discriminations by Southern railways up to 1888. Rice, 704, 710-716 

Only between tank and liarrcl shipments. Page, 765 

“Please turn another screw” letter.Rii-c, 705, 747, 748; ^pge, 763, 764 

Manner of securing letter.. Page, TO5 

Cleveland and Marietta Raihvavcasc. Rice, 706-709 

Discussed. .\rcht)old, 556-.559 

Eeferr^ to. Page, 793 

Discriminations bv ixmisville and Nashville ^ilroad.Rice, 704, 705 

DiscuMi^. Page, 763, 7W 

Forced to discontinue refining. Rice, 729 

Tank cars— 

Bates compared with barrel shipments— 

Oil in Darrels formerly carried at same rate.. .. Kire, 716 

Rates per barrel lower than for barrel shipments.Monnett, 229; 

Lockw'CKKl, 388; Rile, 712, 734, 735 
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BcUlway dlscrimiiiations and rebates—Continued. 

Tank cars—Continued. 

Rates compered with barrel shipments—Continued. Page. 

Comparative rates stated. Rice,.714, 716 

Not spMially in favor of Standard.Tage, 766 

Ortler requiring i»me rates for barrels. Page, 766, 789 

Refusal of railways to obey.Page, 789 

.Tustice of charging for weight of barrels.Page, 767 

Standard ships largely in barrels. i . Page, 766, 789 

Difficulty of purchase by independent refiners. Rice, 712 

Railways should be required to furnish to shippers. Rice, 713 

Injustice of requiring.•Page, 766 

('omparative advantages to raiiways— 

Discussed.Rice, 716, 717; Page, 765-767, 769 

Relative quantity carried, as compired with box cars. Page, 767 

Risk of shipping oil by, relative.Rice, 716,717; Page, 769 

I.oading ana luiloading, comparative advantages... Rice, 717; Page, 767 

Charge made for full capacity of car. Page, 766 

Miscellaneous discriminations— 

Discriminations in favor of Union Tank Line Company... Monnett,299 

Denied. Archbold, 543 

Reasons for returning free. Page, 767 

Weight of oil shipped by Standard underbillod.Westimie, 373; 

Rice, 731 

Denied.Archhold, 5f50,552; Page, 770-773 

Weight of oil per gallon underestimated. Rice, 732 

Method of arriving at average weight. Page, 766 

Contents officially stated in handmxjk ... Archbold, 651; Page, 760 

Profits from mileage rate paid by railways_Rice, 732; Page, 778-784 

De<luction of 62 gallons in estimating freights.Rice, 716 

Reasons for. Page, 766 

Charge for weight of car where use<l for storage. Rice, 718 

Rtasons for. Page, 769 

■Vciepted only where consignees have facilities for unloading_Rice, 

618,719 

Justification of. P^e, 769 

Discriminations in favor of Standard’s patent car. Rice, 719 

Justification of. P^e, 769 

« Stop-over privileges on oil billed to terminal points. Rice, 718 

Charges on (otton-seed oil lower than on petroleum. Rice, 715,716 

Number owned by Standard and other owners. Page, 779-781 

Union Tank Line Company, low profits. Page, 779-781 

Terminal facilities— 

Controlleil by Standard. Lwkwood, 388; Rice, 698 

Facilities and advantages given to Standard. Monnett, 323 

Allowances for loading and unloading oil. Monnett, 299 

Tidewater Pi{)e Line Companj-— 

Discriminations against. Rice, 696,697 

Underbilling of tank cars— 

Weight of oil shipped by Standard underbilleil_ Westgatc, 373; Rice, 731 

llenied.. Archl)old,550,552; P^e,770-773 

Correct weight furnished by Standard.Page, 774,776 

Underbilling by New Haven and Hartford. Rice, 731 

Explained as duo to errors.Page, 770-775 

Shipments within the State.:>.Page, 772-775 

Refineries Itad refining (see, also, (Jompeting refitterien, Cost uf refining, Ecmmniet ): 

Early establishment and numbers. Boyle, 407: Emery, 603 

Fuel, early high prices.. Boyle, 415,418 

Associations of refiners, early.Boyle, 420 

Processes, early discovery.... Boyle, 407; Emery, 624,626 

Methods of distillation amt production, desr^ribed. Eme^624,626 

Ajnount of refined oil from crude.Emery, 626 

Pennsylvania, superior advantages for location of..... Lee, 268; Emeir, 649,660 

Pr^uction oi refined oil and proportion by countries, 1897.Arcabold, 667 

Rice, George (see. also, under Railway diecriminations) 

Negotiations with Standard for sale of property.ArohboltJ, 669; 

Rice, 749-764^ 798; 7W 
Experiences in cninpetition.,. Rice, 704,709,711 
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lltockefeller, Andrews & Flagler: eng^ 

. 

a»a';r:'.':Ss^,“. 

Organization— 

&r&-;;;;;:;;;;;;;;.S’K 

«of charter.:;::::;;;::;;;:::::;;;:::.'rae“y:^9 

Rdatioiis to Stodard.Locitwoisl, 400; Emery’ oboj 'o’lb'i’RiTO, 69o! 691 

List of shareholdejs and holdings. iJnery.elO; Rice, 690,691 

Discriminations and rebates— 

Describwl... .. I.ee^83; Ixickwood,SKi,400; Rice,689-695 

Contract with Pennsylvania Railroad in full. Emery, 610-615 

Signature of contract. Emery 618 

totract never operative.’Archbold, 540! 660 

Amount of rebates on shipments of competitors.Rice, 694,695 

Agreement of railways to protect from competition.I^ockwood, 885; 

•t • , , , , . Emery, 616; Rice, 691 

Impossible for others to obtain equal ailvantages. Emerv, 616 

Results— ■' ’ 


Protest of producers a^inst. Emery, 639 

^troleum Producers’Union, report concerning. Emery! 639 

Crude oil, prices depressed by... Lee, 283 

Contract of railways with producers not to discriminate_Lockwood, 401; 

... Emery, 640; Rice, 693 

Violatioti of this agreement. Emery, 641,642 

Standard did not continue methods of. Archbold, 540,553,560 

Speculation. (See Crude oil, gjimtkuiim,] 

Standard Oil Company, history, organization, etc.: 

Standard Oil Company of Ohio— 

Organization, capital. Monnett, 299 

Incorporation and early history. Emery, 606; Rockefeller, 795 

Railway ofticers interested in. Emery, 606 

Dividends, accumulations and depreciation of property... Monnett, 302,303 

Stock certificate, form of. Monnett, *20 

Tank cars, sale of. Monnett, 302 

Entrance into Standanl Oil 'Trust. Monnett, 300 

Standard Oil Company of Pennsylvania— 

Original shareholders of....". Emery, 619 

Standard Oil Trust— 

Corporations and firms entering. .Monnett, 300 

Capitalization— 

Actual value basis of tnist certificates. Monnett, 300 

Excessive prices paid for refineries imrchased. Emery, 630 

Valuation of plants entering, method. Monnett, 300 

Organization descrilied. Itedd, 799 

Trust agreement ill full.*.. 1220-1228 

Trust certifiiMtes— 


Amount is.suod, referred to.\rchliold, 643; Dodd, 799 

Large proportion still outstanding. Monnett, 303,307 

Amount outstanding and value. Archlmld, 574,575 

Value, present, according to income. Monnett, 309 

Trustees— 

Stock assigned to. Monnett, 300 

Names of original. Monnett, 301 

Term of office. Monnett, 301 

Trust certificates, more than half owned by. Monnett, 307 

Constituent companies, controlled by. Monnett, 307 

Rockefeller, controlled by. Monnett, 307 

Existing organization— 

Description- 

Present form described. Archbold, 674,575 

Constituent companies and their relation to trust.Monnett, 301, 

307,308,322 

















































standard Oil OompaBy, histo^, orgranization, etc.—Continued. 

Kristing organization—Continued. , 

DeKription—Continued. !"“*«• 

Harmony preserved despite dissolution of trust.Archbold, 674 

Ohio organizations belonging to combination.Monnett, 298,299 

Transfer of trust certificates for stock in companies, form . Monnett, 320 

Conversion into stock chiefly by large holders.Monnett, 307 

Fractional shares receive no dividends, reasons.Monnett, 807; 

Rogers, 683,587 

New Jersey corporation, new, character of.Archbold, 674,876 

Articles of incorporation.. 1228 

. Rockefeller, J. D., control of trust and constituent companies 

by. Monnett, 307 

Capitalization— 

Amount and value of stocks_“.■..Archbold, 678,678; 

Boyle, 480; Monnett, 301; Dodd, 799 

Dividends— 

Amount paid since 1882..,. Bice, 688,689,754; Dodd, 799 

Standard Oil Company of Ohio, amount of.Monnett, 302 

Amount of each since 1892. Monnett, 308 

Constituent companies, statement of dividends, 1897.Monnett, 302 

Form of resolution declaring on trust certificate.Monnett, 308 

^tocks”” * ’’ 

Holdings of.Archbold, 638,876 

Value of.Monnett, 301; 

Boyle, 480; Archbold, 575,679; Rice, 754 

Not subject to sixOTlation.Archbold, 878 

Managers have not speculated in. Archbold, 575 

Suits and prosecutions r^^ainst combination: 

Books and records— 

Burning of, Ohio suits. Monnett, 303-306 

I^nied.Archbold, 543 

Refusal to pro<luce, Ohio suits. Monnett, 306,307 

Pennsylvania Railroati, production in Logan, Emery & Weaver 

case. Emery, 635,669 

Britjery of court officers— 

Allegwl.Monnett, 313,316 

Denial. Archbold, 844 

. Testimony— 

Difliculty of securing..Clark, 345 

Difficulty of proving railway discriminations ... Emery, 634,636; Rice, 705 

Refusal to answer questions.Monnett, 298, 314, 315; Lockwood, 385 

Witnesses should not be held to incriminate themselves.Monnett, 315 

Specific suits— 

Commonwealth r. Pennsylvania liailroad, referred to. Eme^, 660 

Despeaux v, Pennsylvania Railroad, testimony referred to... Bice, 700-703; 

iWe, 769-763 

Commonwealth r. John D. Rockefeller, referred to. Emery, 662 

Logtm, Emery & Weavdt, case of, summarized*.. Emery, 6.S3-635, 669 

Ohio V. Standard Oil Company, of Ohio, suit described.Monnett, 297, 

• 298, .303-307 

Present status. Monneth 314,315 

Injurious to interests of State.Archbold, 543 

Producers’ Protective Union, suits against Standard.Boyle, 428 

Rira, George— 

Payment of counsel against the Standard Company, by.. Archbold, 661 
Suits regarding discriminationsm.Archbold, 556-658; 


Tariff: 


Bice, 707-710,715 


Canada, amount and effects.Gallj^^, M2 

Proposal to remove on monopolistic articles.Gall, 686 

No oil imported into United States.Bee, 295 

Taxation: 

Internal-revenue tax on oil— 

History. Boyle, 412,417 

Deprecated.Boyte, 417 

Teat* of OU. {See QmlUy.) 
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twnrater Pipe Company: 

> ^ilway discriminations against. Bice, 696,697 

Value of stock. Boyle, 480 

Turpentme: 

Gasoline mixed with. Clark, 331 

Denied. Mathews 

TTnion Tank Line Company (see also Railway diecriminaiiom ): 

Nature and working. Monnett, 299 

Tank cars referred to. Monnett, 302,303 

Discriminations in favor of. Monnett, 299 

Denied. Archliold,550,532; Page, 778, 786 

Excesswe profits from mileage. Rice, 732 

Low rate of profits. Page, 779,784 

Mileage from railways sole source of iucome. Page, 784 

Relation to Standard. Page, 781-784 

United States Pipe Line Company; ^ 

Purpose of organization. Archbokl,507 

Advantages to refiners and producers. l^ee, 265 

Failure to pay dividends. Boyle, 443 

Relation to ftoducers and Refiners’ Oil Company. Boyle, 162,463,471 

Standanl Oil Company, relation to. Archbold, 529. 

Purchase of stock by. la'e, 270; 

* ' . Westgate, 370,382; Archbold,529,577; Phillips, 590; Emery, 656 

Representation oFStamlanl on board. Emery, 656 

Voting trust, reasons for forming. Emery, 666 

Contract in full. An hbold, 507,608 

Opposition of Standard and railways to laying of pipes.la*e, 264, 267; 

Lockwood, 397; Boyle, 445,474,475; Archbold, 529; 

Phillips, 593; Emery, 660-655,659 

Philadelphia, necessity of building to. Emery, 662 

Freight rates from terminus to New York.Archbold, 529,530; Emery, 655 

Vacuum Oil Company: 

Matthews case, suits against, describi'd. Archliold, 554,556 

Vandergrift & Forman Company: 

Relation to early pipe lines. Boyle, 426 

Wages. (See Labor!) “ 

Water transportation: 

Early methods. 

Competition possible because of..... ^ei»09 

Canada, Standard employees for shipment to.-. Gall, 683 

Relation of Standard and indej^endents to. Monnett, 319 

Competition lowers rates. Monnett, 316 


0 








































